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CALCULATING COHORT DEFAULT RATES: AVERAGE RATE FORMULA

Additional Web Resources: Cohort Default Rate Guide, Ch. 2.1
The web link referenced below is from the Cohort Default Rate Guide linked above.  It is recommended that you open the above link in a new window and refer to the appropriate page reference outlined in the topic heading.  

There are two types of formulas used to calculate a school’s cohort default rate: Non-Average Rate Formula and the Average Rate Formula.  Here, we will discuss the Average Rate Formula:

AVERAGE RATE FORMULA

The Average Rate Formula is used to calculate the official cohort default rate for a school with 29 or fewer borrowers entering repayment during a cohort fiscal year if that school had a cohort default rate calculated for the two previous cohort fiscal years.

The denominator for the average cohort default rate is the number of borrowers who entered repayment in the current cohort fiscal year and the two preceding cohort fiscal years. The numerator for the average cohort default rate is the number of borrowers who entered repayment in the current cohort fiscal year and the two preceding cohort fiscal years and who defaulted or met other specified condition in the cohort default period for the cohort fiscal year in which they entered repayment. 
*The loans included in the default rate calculations are subsidized and unsubsidized Federal Stafford Loans, Federal Supplemental Loans for Students (SLS), and Federal Direct Subsidized and Unsubsidized Stafford Loans.  For a listing of special circumstances and additional guidance on how a borrower will be included in the cohort default rate calculation, please refer to the Cohort Default Rate Guide, Chapter 2.1.
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