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Student Loan Provisions Included in 
Health Care Reform Legislation 
 

 

In addition to provisions related to health care reform, the Health Care and Education Reconciliation Act 

of 2010, signed into law by President Obama on March 29, includes provisions related to the Federal 

student loan program, which were designed to expand access to education and career training for all 

students. The legislation reduces the minimum repayment amount for student borrowers, provides 

inflation-adjusted increases in Pell Grants, and eliminates fees paid to private banks acting as 

intermediaries in providing Federal loans to college students.  

 

The most far-reaching provision of the initiative is the announcement that the current subsidies given to 

financial institutions that make guaranteed Federal student loans will end after July 1, 2010. Under the 

new legislation, all new student loans will be issued through the direct loan program run by the 

Department of Education. This puts an end to the Federal Family Education Loan Program (FFELP), in 

which loans were provided to students by private lenders and banks with subsidies from the 

Department of Education. 

 

The new law includes more than $40 billion in funding for Pell Grants, increasing the Federal Pell Grant 

maximum award according to the Consumer Price Index from 2013 through 2017. The Congressional 

Budget Office has estimated that this will raise the maximum award amount from the current $5,550 to 

$5,975 by 2020. The White House projects that, for the 2020–2021 academic school year, more than 

820,000 additional Pell Grants may be awarded as a result of this new funding. 

http://www.whitehouse.gov/issues/education/higher-education/investing-in-pell-grants-to-make-college-

affordable 

 

In addition, the legislation caps loan repayment for students who take out Federal student loans after 

July 1, 2014. An income-based repayment plan option will require them to pay no more than 10% of 

their income above a basic living allowance, down from 15% previously. Moreover, the law changes an 

existing provision that forgives any remaining student debt after 25 years for borrowers who make 

regular monthly payments to 20 years for most borrowers, or 10 years for borrowers in certain public 

service occupations, such as teaching, nursing, or military service.   

 

The law also includes $2 billion in funding over the next four years to help community colleges and 

similar institutions develop, improve, and provide education and career training programs designed for 

workers who are eligible for trade adjustment assistance due to dislocation in their industry. An 

additional $2.55 billion in funding will go to colleges and universities that serve minorities.  
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While college students and their parents will probably welcome any changes that help them manage 

hefty tuition payments, some argue that these measures don’t go far enough, especially since some 

provisions don’t go into effect for several years. But these changes, along with the expansion of 

education-related tax credits, may provide a helping hand to families struggling to afford the crushing 

cost of higher education. 
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