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§668.203 Determining cohort default
rates for institutions that have un-
dergone a change in status.

(a) General. (1) Except as provided
under 34 CFR 600.32(d), if you undergo a
change in status identified in this sec-
tion, your cohort default rate is deter-
mined under this section.

(2) In determining cohort default
rates under this section, the date of a
merger, acquisition, or other change in
status is the date the change occurs.

(3) A change in status may affect
your eligibility to participate in Title
IV, HEA programs under §668.206 or
§668.207.

(4) If another institution’s cohort de-
fault rate is applicable to you under
this section, you may challenge, re-
quest an adjustment, or submit an ap-
peal for the cohort default rate under
the same requirements that would be
applicable to the other institution
under §§668.204 and 668.208.

(b) Acquisition or merger of institutions.
If your institution acquires, or was cre-
ated by the merger of, one or more in-
stitutions that participated independ-
ently in the Title IV, HEA programs
immediately before the acquisition or
merger—

(1) For the cohort default rates pub-
lished before the date of the acquisi-
tion or merger, your cohort default
rates are the same as those of your
predecessor that had the highest total
number of borrowers entering repay-
ment in the two most recent cohorts
used to calculate those cohort default
rates; and

(2) Beginning with the first cohort
default rate published after the date of
the acquisition or merger, your cohort
default rates are determined by includ-
ing the applicable borrowers from each
institution involved in the acquisition
or merger in the calculation under
§668.202.

(c) Acquisition of branches or locations.
If you acquire a branch or a location
from another institution participating
in the Title IV, HEA programs—

(1) The cohort default rates published
for you before the date of the change
apply to you and to the newly acquired
branch or location;

(2) Beginning with the first cohort
default rate published after the date of
the change, your cohort default rates
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for the next 3 fiscal years are deter-
mined by including the applicable bor-
rowers from your institution and the
other institution (including all of its
locations) in the calculation under
§668.202;

(3) After the period described in para-
graph (c¢)(2) of this section, your cohort
default rates do not include borrowers
from the other institution in the cal-
culation under §668.202; and

(4) At all times, the cohort default
rate for the institution from which you
acquired the branch or location is not
affected by this change in status.

(d) Branches or locations becoming in-
stitutions. If you are a branch or loca-
tion of an institution that is partici-
pating in the Title IV, HEA programs,
and you become a separate, new insti-
tution for the purposes of participating
in those programs—

(1) The cohort default rates published
before the date of the change for your
former parent institution are also ap-
plicable to you;

(2) Beginning with the first cohort
default rate published after the date of
the change, your cohort default rates
for the next 3 fiscal years are deter-
mined by including the applicable bor-
rowers from your institution and your
former parent institution (including all
of its locations) in the calculation
under §668.202; and

(3) After the period described in para-
graph (d)(2) of this section, your cohort
default rates do not include borrowers
from your former parent institution in
the calculation under §668.202.

(Authority:20 U.S.C. 1082, 1085, 1094, 1099¢c)

§668.204 Draft cohort default rates
and your ability to challenge before
official cohort default rates are
issued.

(a) General. (1) We notify you of your
draft cohort default rate before your
official cohort default rate is cal-
culated. Our notice includes the loan
record detail report for the draft co-
hort default rate.

(2) Regardless of the number of bor-
rowers included in your cohort, your
draft cohort default rate is always cal-
culated using data for that fiscal year
alone, using the method described in
§668.202(d)(1).
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(3) Your draft cohort default rate and
the loan record detail report are not
considered public information and may
not be otherwise voluntarily released
to the public by a data manager.

(4) Any challenge you submit under
this section and any response provided
by a data manager must be in a format
acceptable to us. This acceptable for-
mat is described in the ‘‘Cohort Default
Rate Guide” that we provide to you. If
your challenge does not comply with
the requirements in the ‘‘Cohort De-
fault Rate Guide,” we may deny your
challenge.

(b) Incorrect data challenges. (1) You
may challenge the accuracy of the data
included on the loan record detail re-
port by sending a challenge to the rel-
evant data manager, or data managers,
within 45 days after you receive the
data. Your challenge must include—

(i) A description of the information
in the loan record detail report that
you believe is incorrect; and

(ii) Documentation that supports
your contention that the data are in-
correct.

(2) Within 30 days after receiving
your challenge, the data manager must
send you and us a response that—

(i) Addresses each of your allegations
of error; and

(ii) Includes the documentation that
supports the data manager’s position.

(3) If your data manager concludes
that draft data in the loan record de-
tail report are incorrect, and we agree,
we use the corrected data to calculate
your cohort default rate.

(4) If you fail to challenge the accu-
racy of data under this section, you
cannot contest the accuracy of those
data in an uncorrected data adjust-
ment, under §668.209, or in an erroneous
data appeal, under §668.211.

(c) Participation rate index challenges.
(1)) You may challenge an anticipated
loss of eligibility under §668.206(a)(1),
based on one cohort default rate over
40 percent, if your participation rate
index for that cohort’s fiscal year is
equal to or less than 0.06015.

(ii) You may challenge an antici-
pated loss of eligibility under
§668.206(a)(2), based on three cohort de-
fault rates of 30 percent or greater, if
your participation rate index is equal

§668.204

to or less than 0.0625 for any of those
three cohorts’ fiscal years.

(iii) You may challenge a potential
placement on provisional certification
under §668.16(m)(2)(i), based on two co-
hort default rates that fail to satisfy
the standard of administrative capa-
bility in §668.16(m)(1)(ii), if your par-
ticipation rate index is equal to or less
than 0.0625 for either of the two co-
horts’ fiscal years.

(2) For a participation rate index
challenge, your participation rate
index 1is calculated as described in
§668.214(b), except that—

(i) The draft cohort default rate is
considered to be your most recent co-
hort default rate; and

(ii) If the cohort used to calculate
your draft cohort default rate included
fewer than 30 borrowers, you may cal-
culate your participation rate index for
that fiscal year using either your most
recent draft cohort default rate or the
average rate that would be calculated
for that fiscal year, using the method
described in §668.202(d)(2).

(3) You must send your participation
rate index challenge, including all sup-
porting documentation, to us within 45
days after you receive your draft co-
hort default rate.

(4) We notify you of our determina-
tion on your participation rate index
challenge before your official cohort
default rate is published.

(5) If we determine that you qualify
for continued eligibility or full certifi-
cation based on your participation rate
index challenge, you will not lose eligi-
bility under §668.206 or be placed on
provisional certification under
§668.16(m)(2)(i) when your next official
cohort default rate is published. A suc-
cessful challenge that is based on your
draft cohort default rate does not ex-
cuse you from any other loss of eligi-
bility or placement on provisional cer-
tification. However, if your successful
challenge under paragraph (c)(1)(ii) or
(c)(1)(iii) of this section is based on a
prior, official cohort default rate, and
not on your draft cohort default rate,
we also excuse you from any subse-
quent loss of eligibility, under
§668.206(a)(2) or placement on provi-
sional certification, under
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§668.16(m)(2)(i), that would be based on
that official cohort default rate.

(Authority:20 U.S.C. 1082, 1085, 1094, 1099¢c)

§668.205 Notice of your official cohort
default rate.

(a) We electronically notify you of
your cohort default rate after we cal-
culate it, by sending you an eCDR noti-
fication package to the destination
point you designate. After we send our
notice to you, we publish a list of co-
hort default rates for all institutions.

(b) If you had one or more borrowers
entering repayment in the fiscal year
for which the rate is calculated, or are
subject to sanctions, or if the Depart-
ment believes you will have an official
cohort default rate calculated as an av-
erage rate, you will receive a loan
record detail report as part of your
eCDR notification package.

(c) You have five business days, from
the transmission date for eCDR notifi-
cation packages as posted on the De-
partment’s Web site, to report any
problem with receipt of the electronic
transmission of your eCDR notification
package.

(d) Except as provided in paragraph
(e) of this section, timelines for sub-
mitting challenges, adjustments, and
appeals begin on the sixth business day
following the transmission date for
eCDR notification packages that is
posted on the Department’s Web site.

(e) If you timely report a problem
with transmission of your eCDR notifi-
cation package under paragraph (c) of
this section and the Department agrees
that the problem with transmission
was not caused by you, the Department
will extend the challenge, appeal and
adjustment deadlines and timeframes
to account for a retransmission of your
eCDR notification package after the
technical problem is resolved.

(Authority:20 U.S.C. 1082, 1085, 1094, 1099¢c)

§668.206 Consequences of cohort de-
fault rates on your ability to par-
ticipate in Title IV, HEA programs.

(a) End of participation. (1) Except as
provided in paragraph (e) of this sec-
tion, you lose your eligibility to par-
ticipate in the FFEL and Direct Loan
programs 30 days after you receive our
notice that your most recent cohort
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default rate for fiscal year 2011 or later
is greater than 40 percent.

(2) Except as provided in paragraphs
(d) and (e) of this section, you lose your
eligibility to participate in the FFEL,
Direct Loan, and Federal Pell Grant
programs 30 days after you receive our
notice that your three most recent co-
hort default rates are each 30 percent
or greater.

(b) Length of period of ineligibility.
Your loss of eligibility under this sec-
tion continues—

(1) For the remainder of the fiscal
year in which we notify you that you
are subject to a loss of eligibility; and

(2) For the next 2 fiscal years.

(c) Using a cohort default rate more
than once. The use of a cohort default
rate as a basis for a loss of eligibility
under this section does not preclude its
use as a basis for—

(1) Any concurrent or subsequent loss
of eligibility under this section; or

(2) Any other action by us.

(d) Continuing participation in Pell. If
you are subject to a loss of eligibility
under paragraph (a)(2) of this section,
based on three cohort default rates of
30 percent or greater, you may con-
tinue to participate in the Federal Pell
Grant Program if we determine that
you—

(1) Were ineligible to participate in
the FFEL and Direct Loan programs
before October 7, 1998, and your eligi-
bility was not reinstated;

(2) Requested in writing, before Octo-
ber 7, 1998, to withdraw your participa-
tion in the FFEL and Direct Loan pro-
grams, and you were not later rein-
stated; or

(3) Have not certified an FFELP loan
or originated a Direct Loan Program
loan on or after July 7, 1998.

(e) Requests for adjustments and ap-
peals. (1) A loss of eligibility under this
section does not take effect while your
request for adjustment or appeal, as
listed in §668.208(a), is pending, pro-
vided your request for adjustment or
appeal is complete, timely, accurate,
and in the required format.

(2) Eligibility continued under para-
graph (e)(1) of this section ends if we
determine that none of the requests for
adjustments and appeals you have sub-
mitted qualify you for continued eligi-
bility under §668.208. Loss of eligibility
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