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Today’s Speaker – Katherine Brodie

Katherine is a partner at Duane Morris LLP in the firm’s Washington, 
D.C. office. She is a lead of the firm’s Education Industry Group. Her 
practice has a daily focus on the complex needs of institutions of higher 
education and their partners, including accrediting agencies, with a 
focus on the Title IV student aid program. 

The content of this presentation and her verbal remarks should be 
considered her views only and may not be those of her practice of the 
firm as a whole. 



Agenda

• H.R. 1 - “One Big Beautiful Bill” 
• Reimagining and Improving Student Education (RISE) 

Rulemaking
• Accountability in Higher Education and Access through 

Demand-driven Workforce Pell (AHEAD) Rulemaking
• Accreditation: Accountability and Innovation in 

Accreditation (AIM) Rulemaking
• Challenges and Opportunities
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The Big Picture: Who Wins, Who Loses?

Consider how the new law and regulations will impact: 

• ACCESS

• ACCOUNTABILITY

• AFFORDABILITY

The three perennial themes for which higher education policy seeks 

solutions.

4



H.R. 1 at a Glance

• The One Big Beautiful Bill Act  (H.R. 1) is now law and reshapes federal student 
aid across all institution types — public, nonprofit, and proprietary.

• Key changes: new loan limits (annual and lifetime), simplified repayment 
framework, new earnings-based accountability metric (Earnings Premium), 
Workforce Pell expansion, and Pell Grant eligibility adjustments.

• Most changes effective July 1, 2026; existing borrowers under older repayment 
plans have until July 1, 2028 to transition.

• BDR/Closed-School Discharge rules delayed until July 1, 2035.
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New Annual & Lifetime Loan Limits 

• New maximum lifetime borrowing limit for all students (excluding Parent 
PLUS): $257,500. 

• Graduate students: $20,500/year and $100,000 aggregate. Professional 
students: $50,000/year and $200,000 aggregate.

• Part-time students: Annual loan limits prorated based on reduced enrollment 
status. 

• Institutional Limits: Institutions have ability to set consistent annual loan limits 
per program (both student and parent borrowing). 

• Legacy Provision: Current borrowers can borrow under current limits for lesser 
of remainder of their expected time to credential or three academic years.
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Changes to Direct Loan Programs (Grad and Parent Plus)

• Grad PLUS: Eliminated for new borrowers. Current borrowers have 
“legacy” provisions. 

• Parent PLUS: 

o New annual cap of $20,000/year per dependent student 
and  $65,000 aggregate limit per dependent student. 

o 3-year grace period on new caps if borrowed before June 30, 2026. 

7



Changes to Repayment Plan Programs

• Two repayment path options for new loans starting July 1, 2026:

o Tiered standard repayment plan  with fixed payments and terms.

o Repayment Assistance Plan (RAP) — minimum payments $10/month over 30 
years on sliding scale based on AGI. 

• Eliminates economic hardship and unemployment deferment; forbearances 
reduced to 9 months in a 24-month period. Students can rehabilitate any of their 
loans twice.

• Transition: Existing borrowers under certain legacy plans must shift to new 
structures by July 1, 2028. 
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New Accountability Metric (Earnings Premium)
Scope: Applies to all Title IV-eligible degree and graduate certificate programs regardless of sector (public, 

nonprofit, and proprietary). Compares the median earnings of program completers four years after 

completion to a benchmark group of "working adults" with the next-lower credential (high school/GED for 

undergraduate programs; bachelor's degree for graduate programs).

Backward Looking Data: For example, in 2027, earnings data from IRS records would be available for 

calendar year 2025, and students who completed the program in award year 2020-2021 would be included 

in this cohort.

Consequences of Failure

• A program that fails the earnings premium test in 2 out of any 3 consecutive years loses Direct Loan 

eligibility for that program.

• After the first failure, an institution may elect to voluntarily teach-out the program and preserve Direct 

Loan eligibility for currently enrolled students for up to 3 additional years.

• If more than 50% of an institution's programs, or more than 50% of its Title IV students, are enrolled in 

programs that fail the earnings premium, those programs also lose Pell Grant eligibility.
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BDR & Closed-School Loan Discharge Delay (Regulatory Relief)

• The 2022 final rules for Borrower Defense to Repayment (BDR) and 
closed-school loan discharge (CSLD) are delayed until July 1, 2035. 

• The 2019 prior regulations remain operative during the interim period. 
• In, Career Colleges & Schools of Texas (CCST) and Career Education 

Colleges and Universities (CECU) v. McMahon, et al., the Fifth Circuit 
Court of Appeals enjoined the 2022 BDR rule, preventing its 
implementation.

• An amended complaint recently filed in the CCST/CECU litigation now 
seeks to enjoin the 2019 BDR rule.
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Workforce Pell (Short-Term Credentials)

• Creation of New Workforce Pell Grants for short-term programs: 
between 150 and 600 clock hours (or between 8-15 weeks). 

• Requirements: Program must:
o Lead to “portable, stackable” credential across more than one employer or 

prepare students for entry-level employment for which there is only one 
recognized postsecondary credential.

o Be approved by the state governor as aligned with in-demand jobs and 
meeting employers’ needs.

o Been offered for at least one year.

o Satisfy performance benchmarks.
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RISE Rulemaking



STATUS

• Rulemaking Committees met Sept. 29 – Oct. 3 and 

Nov. 3-7, 2025.

• Notice of Proposed Rulemaking published Jan. 30, 

2026. Comment period closed.

• Final Rule expected by July 1, 2026 (statutory 

effective date in OB3)
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DEFINITION OF GRADUATE STUDENT VS. PROFESSIONAL STUDENT

GRADUATE STUDENT

“Graduate student” means a student enrolled in a program that awards a graduate credential upon 

completion, such as a master’s degree.

PROFESSIONAL STUDENT

A “professional student” must be enrolled in a program of study that awards a professional degree upon 
completion of the program. The professional student must not receive Title IV aid as an undergraduate 

student for the same period of enrollment.

A professional degree signifies both completion of the academic requirements for beginning practice in 
a given profession and a level of professional skill beyond what is normally required for a bachelor’s 

degree. A professional degree is generally at the doctoral level that requires at least six academic years 
of postsecondary education including at least two years of post-baccalaureate work.
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PROFESSIONAL STUDENT

▪ Pharmacy (Pharm.D.)

▪ Dentistry (D.D.S. or D.M.D.)

▪ Veterinary Medicine (D.V.M.)

▪ Chiropractic (D.C. or D.C.M.)

▪ Law (L.L.B. or J.D.)

▪ Medicine (M.D.), Optometry (O.D.)

▪ Osteopathic Medicine (D.O.)

▪ Podiatry (D.P.M., D.P., or Pod.D.)

▪ Theology (M.Div., or M.H.L.)

▪ Clinical Psychology (Psy.D. or Ph.D.)

A professional degree 

also generally requires 

professional licensure 

to begin practice and 

includes a four-digit 

CIP code in one of the 
following fields:
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NEW ANNUAL LOAN LIMITS

Revised Annual Loan Limits effective on July 1, 2026
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NEW AGGREGATE LOAN LIMITS

Revised Aggregate Loan Limits effective on July 1, 2026
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➢ Effective July 1, 2026

➢ Maximum aggregate amount that may be borrowed (excluding 
PLUS loans) = $257,500

➢ New provision applies without regard to any amounts repaid, 
forgiven, canceled, or otherwise discharged
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NEW LIFETIME MAXIMUM AGGREGATE LOAN LIMIT



GRANDFATHERING

19

▪ As of June 30, 2026, students enrolled in a program of study at an institution and have received a

loan for the applicable program of study will be eligible for a limited loan limit exception period –
grandfathering.

o Same applies if a parent borrowed on the student’s behalf.

▪ New loan limits will not apply for the lesser of:

o Three academic years OR

o The difference between the total length of the program the borrower is enrolled in and the 

period of the program the borrower has already completed.

▪ Both enrollment and institutional eligibility must be maintained to qualify.

o Once grandfathering is broken, student or parent is subject to new loan limits.



ANNUAL LOAN LIMIT LESS THAN FULL-TIME ENROLLMENT

20

▪ OBBBA reduces the amount of a loan that a student may borrow for an academic year if the 

student is enrolled on a less than a full-time basis during that academic year.

▪ Reduction in the annual loan limit will be made in direct proportion to the degree to which 

the student is not enrolled full-time, rounded to the nearest whole percentage point.

▪ Addressed in Dear Colleague Letter GEN-25-04, published on July 18, 2025.

▪ Made effective for the 2026–2027 award year and going forward.
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AHEAD Rulemaking



STATUS

• Rulemaking Committees met Dec. 8-12, 2025 and 

Jan. 5-9, 2026.

• Notice of Proposed Rulemaking published April 20, 

2026. Comment period open for 30 days.

• Final Rule expected by July 1, 2026.
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Timeline – Earnings Premium

July 1, 2026: The new framework officially goes into effect.

July 1, 2027: The government publishes the first earnings 

premium results for all programs. 

July 1, 2028: The earliest a program could face penalties for 

Low-Earning Outcome Programs.
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New Accountability Metric (Earnings Premium)
Scope: Applies to all Title IV-eligible degree and graduate certificate programs regardless of sector (public, 

nonprofit, and proprietary). Compares the median earnings of program completers four years after 

completion to a benchmark group of "working adults" with the next-lower credential (high school/GED for 

undergraduate programs; bachelor's degree for graduate programs).

Backward Looking Data: For example, in 2027, earnings data from IRS records would be available for 

calendar year 2025, and students who completed the program in award year 2020-2021 would be included 

in this cohort.

Consequences of Failure

• A program that fails the earnings premium test in 2 out of any 3 consecutive years loses Direct Loan 

eligibility for that program.

• After the first failure, an institution may elect to voluntarily teach-out the program and preserve Direct 

Loan eligibility for currently enrolled students for up to 3 additional years.

• If more than 50% of an institution's programs, or more than 50% of its Title IV students, are enrolled in 

programs that fail the earnings premium, those programs also lose Pell Grant eligibility.
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New Accountability Metric (Earnings Premium)
Undergraduate Programs: The median U.S. Census Bureau earnings of a working high school graduate, 

aged 25-34 who was not enrolled in postsecondary education during the year of the associated measured 

earnings, in the state in which the institution is located. 

Graduate Programs: The median U.S. Census Bureau earnings of a working bachelor’s degree recipient, 

aged 25-34, who was not enrolled in postsecondary education during the year of the associated measured 

earnings. 

The median earnings used for graduate programs will be the lesser of  the earnings:  

• In the state the institution is located; or

• In the same field of study under the 2-digit or 4-digit Classification of Instructional Programs (CIP) in 

the state in which the institution is located. 

 “Out-of-State” Rule: If more than 50% of an institution’s students are from out of state, they are measured 

against national medians rather than the state median.
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New Accountability Metric (Earnings Premium)

The penalties for “Low-Earning Outcome Programs” are automatic and follow a specific timeline: 

1. Programmatic Loss of Federal Loan Eligibility: If a program fails the earnings test in two out of 

three consecutive years, it automatically loses eligibility for federal Direct Loans for two years. 

2. The “50% Institutional Trigger”: A new “Administrative Capability” standard creates significant 

risk for the entire college. If more than 50% of an institution’s total federal aid dollars or 50% 

of its federal aid recipients are associated with failing programs, the institution will be 

considered not administratively capable. 

– If this is the case in two of three consecutive award years, those failing programs also lose 

all federal aid (including Pell Grants), and the institution may face much stricter federal 

oversight.

26



New Accountability Metric (Earnings Premium)

Orderly Program Closure 

To prevent a “forced” loss of eligibility that could harm current students, the 

framework allows for a “Teach-Out” option: 

• If a program fails in a single year, the school can commit to an orderly 

program closure. 

• The school would agree to cease new enrollments, and in exchange, the 

government allows the program’s current students to retain their federal loan 

eligibility until they complete their studies (up to three years). 

– This avoids the “second failure” penalty and protects the institution’s 

standing.
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GE/FVT vs. EP

• The Department is transitioning away from the current “Gainful Employment” (GE) and 

“Financial Value Transparency” (FVT) terminology, incorporating them into a new, unified 

system called the Student Tuition and Transparency System (STATS). 

• GE and FVT are the current federal accountability frameworks that evaluate the financial 

outcomes of postsecondary programs and will be replaced by STATS beginning July 1, 

2026. 

• GE applies only to programs that are required to lead to “gainful employment,” which are all 

programs at for-profit institutions and all non-degree programs at public and nonprofit 

institutions. Programs that fail GE metrics can lose access to federal student aid. 

• FVT applies to all federal student aid-eligible programs and focuses on transparency, 

requiring schools to report data so ED can publish information on program costs, borrowing, 

and earnings. There is no loss of federal aid penalty related to FVT. 

28



©2024 Duane Morris LLP. All Rights Reserved. Duane Morris is a registered service mark of Duane Morris LLP. 

Duane Morris – Firm Offices | New York | London | Singapore | Philadelphia | Chicago | Washington, D.C. | San Francisco | Silicon Valley | San Diego | Los Angeles | Boston | Houston | Dallas | Fort Worth | Austin | Hanoi

Ho Chi Minh City | Shanghai | Atlanta | Balt imore | Wilmington | Miami | Boca Raton | Pittsburgh | Newark | Las Vegas | Cherry Hill | Lake Tahoe | Myanmar | Duane Morris LLP – A Delaware limited liability partnership

AIM (Accreditation) Rulemaking



Status

• AIM Committee met April 13-17 and will meet again May 18-
22, 2026

• Notice of Proposed Rulemaking expected Summer 2026
• Final Rule publication expected by November 1, 2026
• Effective Date July 1, 2027 (Expected)
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Where ED says accrediting agencies fail …
• Prioritizing inputs over outputs (graduation rates, employment rates, ensuring 

students earn valuable credentials)
• Protectionism – shielding schools from accountability for student outcomes and 

competition from new models
• Making it harder for new accreditors to enter the market so that innovation can occur 

to compete with traditional degree programs
• Contributing to high costs with too many requirements, accepting administrative bloat 

and supporting credential inflation
• Undue influence by trade and professional associations
• Allowing accredited institutions to violate civil rights and other federal and state laws
• Promoting or protecting monolithic ideology and discouraging viewpoint diversity
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Key Accreditation Revisions (DRAFT) after Session 1

• Presumption of transfer of credit
• Presumption of ability to change accrediting 

agencies
• Expediting timeline for recognition of new 

accrediting agencies
• Easing authorities and process for agencies to 

allow institutions to “innovate”
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Key Accreditation Revisions (DRAFT) after Session 1

• Agency responsibility for enforcing institutional civil rights 
and nondiscrimination compliance obligations and parallel 
agency legal obligations

• Clarification of federal and state law compliance obligations 
of accredited institutions, obligation of agency not to interfere 
in same

• New guardrails for protecting intellectual diversity, free 
speech and academic freedom

• Separate and independent agency requirements/antitrust 
and free competition
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Key Accreditation Revisions (DRAFT) after Session 1

• Department authority to override agency adverse 

actions

• Program-Level student outcome measurement and 

minimum expectation mandate

• Enhanced fraud, misrepresentation and Title IV 

controls 
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New Rules, New Questions ….

ACCESS

• Many low-income students/parents are expected to be unable to qualify for private loans to fill funding gaps to pay tuition at the 

graduate and professional level. How will this impact social mobility and the workforce in the longer term?

• Will the new short term Pell grant program even work to get more students into quality short term programs? 

ACCOUNTABILITY

• Will new accrediting agencies be able to function effectively? If not, what are the consequences for students and taxpayers?

• Will agency “innovation” incentives materialize into faster, cheaper and better education? If not, who bears the risk?

• EP as the new federal “quality” measure: will we see broader adoption by states for funding stream participation and other uses of 

this “proxy” for quality?

– Earnings was chosen by Congress, but is it the right sole measure?

AFFORDABILITY

• Federal loans will be smaller, but the shift to private lending will increase overall cost to borrowers with less protections. Are we 

shifting costs to students and away from government?

• Regulatory changes have significant compliance and structural costs for institutions that may not lead to meaningful tuition 

reductions. Again, the public fisc benefits, but will students?
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Questions

Contact Information

Katherine Brodie

Partner & Team Lead

+1.202.776.5241

kdbrodie@duanemorris.com

mailto:tguida@duanemorris.com
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