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Sanctions or Benefits Associated with Official Cohort Default Rates

Additional Web Resources: Cohort Default Rate Guide, Ch. 2.1; Cohort Default Rate Guide, Chapter 2.2
The web links referenced below are from the Cohort Default Rate Guide linked above.  It is recommended that you open the above links in a new window and refer to the appropriate page reference outlined in the topic heading.  However, regulatory citations and other guidance are linked throughout the document.

· There are no sanctions or benefits associated with draft cohort default rates. However, a school that fails to challenge the accuracy of its draft cohort default rate data through an incorrect data challenge may not contest the accuracy of that same data when it receives its official cohort default rate

Incorrect Data Challenge – information a school finds on draft data that may or may not be correct.  School works with data manager to correct any errors.

Benefits for schools with low cohort default rates:

1.) A school whose most recent official cohort default rate is less than 5.0 percent and is an eligible home institution that is certifying or originating loans to cover the cost of attendance in a study abroad program may:

· Deliver or disburse loan proceeds in a single installment to a student studying abroad regardless of the length of the student’s loan period

· Choose not to delay the delivery or disbursement of the first installment of loan proceeds for first-year, first-time borrowers studying abroad.

2) Schools whose official cohort default rates were less than 10.0 percent for each of the three most recent fiscal years for which data are available may:

· Deliver or disburse loan proceeds in a single installment to a student regardless of the length of the student’s loan period.

· Choose not to delay the delivery or disbursement of the first installment of loan proceeds for first-year, first-time undergraduate borrowers.

Sanctions for schools with high cohort default rates:

1.) Schools whose three most recent official cohort default rates are greater than 25% have special sanctions: 

· Will lose FFEL, Direct Loan, AND Federal Pell Grant eligibility for the remainder of the fiscal year in which the school is notified of its sanction and for the following TWO fiscal years*

Note:  A school is not subject to the loss of Federal Pell Grant Program eligibility if, prior to October 7, 1998, the school requested in writing to withdraw from or lost its eligibility to participate in the FFEL and/or Direct Loan programs and has not subsequently participated in those programs.  In addition, a school is not subject to the loss of Federal Pell Grant Program eligibility if it did not certify any FFELs and/or originate any Direct Loans on or after July 7, 1998.  A school that resumes participation in the FFEL or Direct Loan programs is no longer eligible for either of these Federal Pell Grant exemptions.

       2.)
Schools whose current official cohort default rate is greater than 40.0 percent:

· Will lose FFEL and Direct Loan eligibility for the remainder of the fiscal year in which the school is notified of its sanction and for the following TWO fiscal years*

A school that loses FFEL, Direct Loan, or Federal Pell Grant eligibility may reapply for participation when the sanction period ends. A school should apply online at http://www.eligcert.ed.gov.

*A school may be able to avoid specific sanctions in the event of a successful adjustment or appeal.
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