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Challenges, Adjustments, and Appeals

The information that follows are high level descriptions of the various cohort default rate challenges, requests for adjustments, and appeals available to institutions.  It is very important that institutions review the detailed information in the Cohort Default Rate Guide, available on our Information for Financial Aid Professionals (IFAP) website at www.ifap.ed.gov/DefaultManagement/finalcdrg.html for official descriptions, requirements, and submission deadlines; as procedural requirements are strictly regulated under subpart N of Part 668 of the Student Assistance General Provisions Regulations.  
Challenges to Draft Cohort Default Rates

The regulations provide for two cohort default rate (CDR) challenges.  An institution may submit a challenge after it has received its draft CDR and supporting loan record detail report.

Incorrect Data Challenge - 34 CFR 668.204(b)
After release of draft CDRs institutions have an opportunity to review the loan records that were used to calculate the draft rates and, if necessary, work with the relevant FFEL guaranty agency or the Department’s loan servicers to correct any errors.  

Challenging draft cohort default rate data enables an institution to request a correction to what it believes to be inaccurate data that were used to calculate its draft CDR. Incorrect loan data may include:

· One or more borrowers being incorrectly included in the calculation (i.e. the borrower did not enter repayment during the relevant Federal fiscal year on loans taken for enrollment at the institution);
· One or more borrowers being incorrectly excluded from the calculation (i.e. a  borrower who did enter repayment during the relevant Federal fiscal year on loans taken for enrollment at the institution was not included in the CDR calculation);
· A borrower’s data were incorrectly reported in the draft CDR calculation (e.g., borrower did not default during the three-year monitoring period).

Participation Rate Index Challenge - 34 CFR 668.204(c)
An institution may avoid the imposition of a sanction because of high cohort default rates, if it demonstrates, in the manner prescribed in the Cohort Default Rate Guide, that it satisfies the requirements for a participation rate index challenge for any of the years supporting the sanction.  There is also a participation rate index appeal that an institution can file after it receives an official cohort default rate that would result in a loss of eligibility.

To satisfy the requirements for a Participation Rate Index Challenge or Appeal, the institution must have a participation rate index at or below a statutorily or regulatory mandated minimum – 0.0625 for a possible loss of eligibility due to three years of cohort default rates of 30 percent or more and 0.0832 for a possible loss of eligibility due to one year of a cohort default rate of greater than 40 percent.

A participation rate index is the product of multiplying the institution’s cohort default rate by its Federal student loan participation percentage.  This means that there is an inverse relationship between the institution’s cohort default rate and its participation rate; so that the higher the institution’s cohort default rate the lower its Federal student loan participation rate must be to meet the minimum participation rate index.  

Generally, an institution’s Federal student loan participation percentage is the percentage of the institution’s students who were enrolled half-time or more who received a loan.  The regulations provide institutions with flexibility in determining the timeframe it wishes to use for the calculation.  As a guide, an institution with a cohort default rate of between 30 percent and 35 percent would satisfy the Participation Rate Index Challenge if its Federal student loan participation percentage was 17 percent or less.  An institution with a default rate of between 35 percent and 40 percent would satisfy the Participation Rate Index Challenge if its Federal student loan participation percentage was 15 percent or less.  Attachment B is a chart showing the maximum Federal student loan participation percentage for other cohort default rates,
Requests for Adjustment of a Cohort Default Rate
The regulations provide for two cohort default rate (CDR) requests for adjustments. An institution may submit a request for adjustment after it has received its official CDR and supporting loan record detail report.
Uncorrected Data Adjustment - 34 CFR 668.209
An Uncorrected Data Adjustment is a request to ensure that an institution’s official cohort default rate calculation reflects changes that were agreed to as a result of an Incorrect Data Challenge that the institution submitted after the release of the draft cohort default rates. An institution should submit an Uncorrected Data Adjustment when the agreed upon changes are not reflected in the loan record details for the institution’s official cohort default rate.

New Data Adjustment - 34 CFR 668.210
A New Data Adjustment allows an institution to challenge the accuracy of “new data” included in the institution’s most recent official cohort default rate that was not included in the loan detail provided with the institution’s draft CDR. 

Appeals of Sanctions Resulting from High CDRs – 
The regulations provide for six cohort default rate (CDR) appeals.  An institution may appeal a possible sanction (e.g., loss of eligibility to participate in the Direct Loan and Pell Grant programs) after it has received the official CDR and supporting loan record detail report.

Erroneous Data Appeal - 34 CFR 668.211
An erroneous data appeal alleges that because of “new data” and/or “disputed data” included in the official cohort default rate calculation, the institution’s official cohort default rate is inaccurate.

Loan Servicing Appeal - 34 CFR 668.212

A loan servicing appeal is an appeal that alleges a school’s official cohort default rate includes defaulted FFEL or Direct Loans that are considered improperly serviced for cohort default rate purposes.  Failure of the FFEL lender or guaranty agency or the Department in the case of Direct Loans and Departmentally held FFEL loans to perform each of the servicing activities included in the regulations at 34 CFR 668.212(b), constitutes improper loan servicing for cohort default rate purposes.

Economically Disadvantaged Appeal - 34 CFR 668.213
To satisfy the requirements for an economically disadvantaged appeal, an institution must demonstrate that its “low income rate” is two-thirds or more.  In addition, an institution that awards degrees must demonstrate that its completion rate is 70 percent or more, and an institution that does not award degrees must show that its placement rate is 44 percent or more.

Generally, a student is considered to be a low-income student if the student has an expected family contribution (EFC) that is equal to or less than the highest EFC that would allow a student to receive one-half of the maximum Federal Pell Grant award; or the student has an adjusted gross income (AGI) that, when added to the AGI of the student’s parents/spouse, is less than the amount listed in the Department of Health and Human Services (HHS) poverty guidelines for the size of the student’s family.

Participation Rate Index Appeal - 34 CFR 668.214
See above discussion of the Participation Rate Index Challenge.  Except for the timing of when it can be submitted, a Participation Rate Index Challenge and a Participation Rate Index Appeal are the same (see above discussion on the Participation Rate Index Challenge).  A Participation Rate Index Challenge can be filed upon the institution receiving a draft cohort default rate that, along with its official rates from the two prior years, could result in a loss of eligibility following issuance of the official rate.  A Participation Rate Index Appeal can be filed upon the institution receiving an official cohort default rate that, along with its official rates from the two prior years, could result in a loss of eligibility.

Average Rates Appeal – 34 CFR 668.215
“Average rate” refers to a methodology for calculating cohort default rates that the Department must use for a fiscal year in which the institution had fewer than 30 borrowers entering repayment.  The average rate methodology involves including in the rate not only those borrowers who entered repayment in that fiscal year, but those who entered repayment in either of the two preceding fiscal years.  In general, to satisfy the requirements for an average rates appeal, at least two of the institution’s three cohort default rates would have to have been calculated as “average rates,” but each fall below 30 percent if calculated using the methodology applicable to institutions having 30 or more borrowers entering repayment.  For institutions with a single rate of over 40 percent, the requirements for a successful average rates appeal would need to be met for that higher rate.
The Department will automatically determine if an institution meets the criteria associated with an average rates appeal. This initial determination will take place prior to the release of the official cohort default rates. 

Thirty-or-Fewer Borrowers Appeal - 34 CFR 668.216

If a combined total of 30 or fewer borrowers entered repayment in the three most recent cohort fiscal years used to calculate an institution’s cohort default rates, the institution would not be subject to sanctions.  The Department will automatically determine if an institution meets the criteria associated with a 30-or-fewer borrowers appeal.  This initial determination will take place prior to the release of the official cohort default rates. 

As noted earlier, important information about cohort default rates and the opportunities for institutions to submit challenges, requests for adjustments and appeals are detailed in the Department’s Cohort Default Rate Guide, available at www.ifap.ed.gov/DefaultManagement/finalcdrg.html

