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CHALLENGES, ADJUSTMENTS & APPEALS: TYPES OF CHALLENGES, ADJUSTMENTS & APPEALS

Additional Web Resources: November 1, 2000, Student Assistance, General Provisions, Federal Family Education Loan Program, William D. Ford Federal Direct Loan Program, and Federal Pell Grant Program, Final Rule; Cohort Default Rate Guide, Chapter 4-1 through 4-10 
The web links referenced above are from the Federal Register and the Cohort Default Rate Guide (Guide).  It is recommended that you open the above Guide in a new window and refer to the appropriate chapter reference outlined in the topic heading.  Regulatory citations and other guidance are linked throughout the document.

A school’s cohort default rate (CDR) is a very important measure used to determine its eligibility to participate in various Title IV programs, thus allowing the school to continue providing essential aid to its students.  As the CDR has such an important impact on a school’s eligibility to participate, Federal regulations stipulate the conditions under which a school may request changes to a CDR or appeal the consequences of a CDR.  

Beginning with the release of the FY 2006 draft cohort default rates, schools have the opportunity to submit certain challenges and adjustment requests via the Electronic Cohort Default Rate Appeal (eCDR Appeal) system.  Please visit the eCDR Appeals homepage for further information, available at https://ecdrappeals.ed.gov/ecdra/index.html.  
Types of Challenges, Adjustments & Appeals 
Incorrect Data Challenge– 668.185(b); Cohort Default Rate Guide, Chapter 4.1  After the release of the draft CDR the Department provides schools an opportunity to review the draft data and, if necessary work with the data manager responsible for the loans to correct any errors.  The process of correcting data is called an incorrect data challenge.  This process was formerly referred to as a draft data challenge.

When the Department notifies a school of its draft CDR, the notice includes the loan record detail report for the draft CDR.  Schools are encouraged to review the loan record detail report for the draft CDRs and, if appropriate, submit an incorrect data challenge.

Participation Rate Index Challenge– 668.185(c); Cohort Default Rate Guide, Chapter 4.2 

A school is not subject to a sanction based on its CDRs if its participation rate index (i.e. number of students who obtain loans in relation to the number of regular students at the school) is 0.0375 or less (for a sanction based on three consecutive CDRs of 25.0 or greater) or 0.06015 or less (for a sanction based on one CDR over 40.0 percent).  After the release of the draft CDRs, a school may believe it will be subject to sanction upon the release of the official CDRs.  If the school can demonstrate that the number of students who obtain loans is very low in relation to the number of regular students at the school, the school may be able to avoid sanction.  

Uncorrected Data Adjustment – 668.190; Cohort Default Rate Guide, Chapter 4.3 An uncorrected data adjustment is a request submitted to the U.S. Department of Education Default Prevention and Management to ensure that a school’s official CDR calculation reflects changes that were correctly agreed to as a result of an incorrect data challenge that the school submitted after the release of the draft CDRs.

New Data Adjustment – 668.191; Cohort Default Rate Guide, Chapter 4.4
A new data adjustment allows a school to challenge the accuracy of  “new data” included in the school’s most recent official CDR.  

Erroneous Data Appeal – 668.192; Cohort Default Rate Guide, Chapter 4.5
An erroneous data appeal alleges that because of “new data” and/or “disputed data” included in the official CDR calculation, a school’s official cohort rate is inaccurate.  Only schools subject to official CDR sanctions or provisional certification based solely on the school’s CDR can submit an erroneous data appeal.

New data occurs when loan data reported to the National Student Loan Data System (NSLDS) changes during the period between the calculation of the draft and official CDRs.  NSLDS is continuously provided with new or updated information.  Because the draft rates are calculated approximately six months before the official CDRs are calculated, the data used to calculate the draft CDRs may be different from the data used to calculate the official CDRs.

Disputed data occurs when a school submitted an incorrect data challenge allegation, the data manager for the loan disagreed with the incorrect data challenge allegation, the school believed the data manager was incorrect, and the same alleged error exists in the school’s official CDR data.

Loan Servicing Appeal – 668.193; Cohort Default Rate Guide, Chapter 4.6 

A loan servicing appeal is an appeal that alleges a school’s official CDR includes defaulted Federal Family Education Loans (FFELs) or William D. Ford Federal Direct Loans (Direct Loans) that are considered improperly serviced.
Economically Disadvantaged Appeal – 668.194; Cohort Default Rate Guide, Chapter 4.7 

An economically disadvantaged appeal alleges that a school, subject to sanction, should not be subject to sanction because it has a high number of low-income students.  There are two types of economically disadvantaged appeals: an economically disadvantaged appeal based on low income rate and placement rate and an economically disadvantaged appeal based on low income rate and completion rate.  Please consult Chapter 4.7, page 1 of the CDR Guide for more information on the differences between these two appeal types.

Participation Rate Index Appeal – 668.195; Cohort Default Rate Guide, Chapter 4.8 A school, subject to sanction, is not subject to a sanction based on its CDRs if it can demonstrate that its participation rate index is 0.0375 or less (for a sanction based on three consecutive CDRs of 25.0 percent or greater) or 0.06015 or less (for a sanction based on one CDR over 40.0 percent).  In other words, if a school can demonstrate that the number of students who obtain loans is very low in relation to the number of regular students at the school, the school will be able to avoid sanction. Bear in mind that this is an appeal, and therefore will occur only after the release of the official CDRs, rather than a challenge, which takes place after the release of the draft CDRs.

Average Rates Appeal - 668.196; Cohort Default Rate Guide, Chapter 4.9
A school facing sanction based on three consecutive official CDRs of 25.0 percent or greater is not subject to that sanction if at least two of these official CDRs are average rates and would have been less than 25.0 percent if they had been calculated using only the data for that cohort fiscal year alone.  In addition, a school facing sanction based on one official CDR that is greater than 40.0 percent is not subject to that sanction if the official CDR was calculated as an average rate.
Thirty-or-fewer Borrowers Appeal - 668.197; Cohort Default Rate Guide, Chapter 4.10 

If a combined total of thirty-or-fewer borrowers entered repayment in the three most recent cohort fiscal years used to calculate a school’s CDRs, the school is not subject to sanction.

Default Prevention and Management is responsible for resolving schools’ CDR appeals, challenges and adjustments.  You have many resources available to you in properly understanding CDR Challenges, Adjustments & Appeals.  They are:

· November 1, 2000, Student Assistance, General Provisions, pages 65647 through 65649
· Cohort Default Rate Guide
· Challenges, Adjustment, and Appeal Tools - Cohort Default Rate Guide, Chapter 4
· Default Prevention and Management , via phone (202) 377-4258, or email at FSA.schools.default.management@ed.gov
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