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Impact under the One Big Beautiful Bill Act
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This alert is the third in a series examining the operational,
financial, and compliance implications of the One Big Beautiful
Bill Act for colleges and universities, effective July 1, 2026. Our final
alert in this series will address institutional accountability
provisions.

,’ What’s the impact?

o Startingin 2026-27, annual direct loan limits must be prorated based
on enrollment intensity (part-time students receive reduced
eligibility).

« Aid offices will need earlier, tighter integration of real-time
enrollment data and should expect more frequent mid-year loan
recalculations and student communications.

» Systems, documentation, and controls must be audit-ready, with
clear institutional proration methodology and vendor alignment
across packaging/disbursement/reporting.
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The One Big Beautiful Bill Act (OBBB Act) introduces a material change to federal direct loan
administration by requiring institutions to prorate annual loan eligibility based on a student's
enrollment intensity beginning July 1, 2026.

Historically, annual direct loan limits have been applied primarily based on academic level and
cost of attendance, with limited proration in specific circumstances, such as shortened academic
years or final periods of study. Under the OBBB Act, enrollment intensity itself becomes a more
central driver of annual loan eligibility, requiring institutions to adjust students’ borrowing
capacity for those enrolled less than full-time.

Through implementation guidance and negotiated rulemaking materials, the Department of
Education (the Department) has indicated that enrollment-based proration is intended to
operate as a distinct calculation from existing statutory proration rules tied to program structure
and academic period length.

Practically speaking, this change will require financial aid offices to reassess packaging
methodology, the timing of enroliment data integration into eligibility determinations, and the
impact on staffing required to make adjustments to loans across the institution throughout the
year.

Enrollment-based proration of annual loan limits

Beginning with the 2026—-27 award year, institutions must adjust annual direct loan eligibility
based on a student’'s enrollment intensity relative to full-time status.

Although the Department has not yet prescribed a single uniform calculation methodology
applicable across all institutional contexts, the framework is generally understood to require a
proportional reduction in annual loan eligibility based on the institution’s definition of full-time
enrollment, typically measured in credit hours.

As a result, students enrolled less than full-time will receive reduced annual direct loan eligibility,
consistent with their enrollment load. This represents a structural shift in federal loan
administration, as enrollment intensity moves from a packaging consideration to a core eligibility
determinant.

Operational implications for financial aid administration

PACKAGING AND ELIGIBILITY DETERMINATIONS

Financial aid offices will need to incorporate enrollment intensity earlier and more systematically
into the packaging process. Assumptions of full-time enrollment that historically underpinned
standard award packaging will no longer be sufficientin many cases.
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Institutions will need tighter coordination across financial aid, registrar operations, academic
advising, and systems teams to ensure that enrollment data is accurate, timely, and consistently
applied in eligibility determinations.

MID-YEAR ENROLLMENT CHANGES AND AWARD ADJUSTMENTS

The direct linkage between enrollment intensity and loan eligibility will increase the operational
sensitivity of mid-year enrollment changes. Unlike federal Pell proration, which is generally
constrained to defined add/drop periods, students who move between full-time and part-time
status, adjust credit loads, or enroll in modular or nontraditional academic structures will require
mid-cycle recalculation of remaining eligibility. This means that loan eligibility becomes a
dynamic calculation that may shift multiple times for a single student.

In practice, institutions should expect more frequent award adjustments and increased
borrower-facing communication during the academic year, particularly where enrollment
changes affect already disbursed aid or anticipated borrowing.

SYSTEMS AND DATA INTEGRATION REQUIREMENTS

Institutions should confirm that financial aid and student information systems can support real-
time or near-real-time adjustments to loan eligibility based on changes in enrollment status.
Federal Student Aid offices should be prepared for the possibility that, if their systems cannot
support such changes, manual changes will be necessary in order to ensure compliance.

Key system capabilities will include consistent application of full-time and part-time definitions
across academic units, dynamic recalculation of eligibility as enrollment data changes, and audit-
ready documentation of proration determinations for compliance purposes. Vendor coordination
will be particularly important to ensure alignment across packaging, disbursement, and
reporting workflows.

TITLE IV COMPLIANCE AND AUDIT IMPLICATIONS

Given the increased risk of calculation and processing errors, particularly in environments where
enrollment data is not fully automated, downstream audit and compliance exposure is likely.
Financial Aid offices, particularly in the absence of detailed operational guidance from the
Department, should carefully document their institutional proration methodologies to support
compliance during audits or program reviews.

MESSAGING TO STUDENTS

Implementation of enrollment-based proration will require updated student-facing
communications and expanded counseling capacity, particularly during the transition into the
2026-27 award year. Reducing loan eligibility for students who reduce their credit loads,
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especially mid-year, may have significant, immediate impacts on their ability to finance their
education and cover cost-of-living expenses.

Institutions should ensure that communications clearly explain how enrollment intensity affects
annual loan eligibility, when proration is applied in the aid cycle, and how mid-year enrollment
changes may affect remaining eligibility and overall cost-of-attendance planning.

Continued coverage of institutional readiness considerations ahead of the OBBB Act's
implementation dates is forthcoming. Prior alerts provide an overview of changes for colleges
and universities and discuss the end of Grad Plus and the cap on Parent Plus loans.
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