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(1) Satisfies the applicable certifi-
cation requirements in § 668.414; and 

(2) Is not an ineligible program under 
the D/E rates measure. 

(b) Debt-to-earnings rates (D/E rates). 
For each award year and for each eligi-
ble GE program offered by an institu-
tion, the Secretary calculates two D/E 
rates, the discretionary income rate 
and the annual earnings rate, using the 
procedures in §§ 668.404 through 668.406. 

(c) Outcomes of the D/E rates measure. 
(1) A GE program is ‘‘passing’’ the D/E 
rates measure if— 

(i) Its discretionary income rate is 
less than or equal to 20 percent; or 

(ii) Its annual earnings rate is less 
than or equal to eight percent. 

(2) A GE program is ‘‘failing’’ the D/ 
E rates measure if— 

(i) Its discretionary income rate is 
greater than 30 percent or the income 
for the denominator of the rate (discre-
tionary earnings) is negative or zero; 
and 

(ii) Its annual earnings rate is great-
er than 12 percent or the denominator 
of the rate (annual earnings) is zero. 

(3) A GE program is ‘‘in the zone’’ for 
the purpose of the D/E rates measure if 
it is not a passing GE program and 
its— 

(i) Discretionary income rate is 
greater than 20 percent but less than or 
equal to 30 percent; or 

(ii) Annual earnings rate is greater 
than eight percent but less than or 
equal to 12 percent. 

(4) For the purpose of the D/E rates 
measure, subject to paragraph (c)(5) of 
this section, a GE program becomes in-
eligible if the program either— 

(i) Is failing the D/E rates measure in 
two out of any three consecutive award 
years for which the program’s D/E 
rates are calculated; or 

(ii) Has a combination of zone and 
failing D/E rates for four consecutive 
award years for which the program’s D/ 
E rates are calculated. 

(5) If the Secretary does not calculate 
or issue D/E rates for a program for an 
award year, the program receives no 
result under the D/E rates measure for 
that award year and remains in the 
same status under the D/E rates meas-
ure as the previous award year; pro-
vided that if the Secretary does not 
calculate D/E rates for the program for 

four or more consecutive award years, 
the Secretary disregards the program’s 
D/E rates for any award year prior to 
the four-year period in determining the 
program’s eligibility. 

(Authority: 20 U.S.C. 1001, 1002, 1088) 

§ 668.404 Calculating D/E rates. 
(a) General. Except as provided in 

paragraph (f) of this section, for each 
award year, the Secretary calculates D/ 
E rates for a GE program as follows: 

(1) Discretionary income rate = an-
nual loan payment/(the higher of the 
mean or median annual earnings¥(1.5 × 
Poverty Guideline)). For the purposes 
of this paragraph, the Secretary ap-
plies the Poverty Guideline for the cal-
endar year immediately following the 
calendar year for which annual earn-
ings are obtained under paragraph (c) 
of this section. 

(2) Annual earnings rate = annual 
loan payment/the higher of the mean 
or median annual earnings. 

(b) Annual loan payment. The Sec-
retary calculates the annual loan pay-
ment for a GE program by— 

(1)(i) Determining the median loan 
debt of the students who completed the 
program during the cohort period, 
based on the lesser of the loan debt in-
curred by each student as determined 
under paragraph (d)(1) of this section 
and the total amount for tuition and 
fees and books, equipment, and sup-
plies for each student as determined 
under paragraph (d)(2) of this section; 

(ii) Removing, if applicable, the ap-
propriate number of highest loan debts 
as described in § 668.405(e)(2); and 

(iii) Calculating the median of the re-
maining amounts. 

(2) Amortizing the median loan 
debt— 

(i)(A) Over a 10-year repayment pe-
riod for a program that leads to an un-
dergraduate certificate, a post-bacca-
laureate certificate, an associate de-
gree, or a graduate certificate; 

(B) Over a 15-year repayment period 
for a program that leads to a bachelor’s 
degree or a master’s degree; or 

(C) Over a 20-year repayment period 
for a program that leads to a doctoral 
or first-professional degree; and 

(ii) Using an annual interest rate 
that is the average of the annual statu-
tory interest rates on Federal Direct 
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Unsubsidized Loans that were in effect 
during— 

(A) The three-year period prior to the 
end of the cohort period, for under-
graduate certificate programs, post- 
baccalaureate certificate programs, 
and associate degree programs. For 
these programs, the Secretary uses the 
Federal Direct Unsubsidized Loan in-
terest rate applicable to undergraduate 
students; 

(B) The three-year period prior to the 
end of the cohort period, for graduate 
certificate programs and master’s de-
gree programs. For these programs, the 
Secretary uses the Federal Direct Un-
subsidized Loan interest rate applica-
ble to graduate students; 

(C) The six-year period prior to the 
end of the cohort period, for bachelor’s 
degree programs. For these programs, 
the Secretary uses the Federal Direct 
Unsubsidized Loan interest rate appli-
cable to undergraduate students; and 

(D) The six-year period prior to the 
end of the cohort period, for doctoral 
programs and first professional degree 
programs. For these programs, the Sec-
retary uses the Federal Direct Unsub-
sidized Loan interest rate applicable to 
graduate students. 

NOTE TO PARAGRAPH (B)(2)(II): For example, 
for an undergraduate certificate program, if 
the two-year cohort period is award years 
2010–2011 and 2011–2012, the interest rate 
would be the average of the interest rates for 
the years from 2009–2010 through 2011–2012. 

(c) Annual earnings. (1) The Secretary 
obtains from the Social Security Ad-
ministration (SSA), under § 668.405, the 
most currently available mean and me-
dian annual earnings of the students 
who completed the GE program during 
the cohort period and who are not ex-
cluded under paragraph (e) of this sec-
tion; and 

(2) The Secretary uses the higher of 
the mean or median annual earnings to 
calculate the D/E rates. 

(d) Loan debt and assessed charges. (1) 
In determining the loan debt for a stu-
dent, the Secretary includes— 

(i) The amount of title IV loans that 
the student borrowed (total amount 
disbursed less any cancellations or ad-
justments) for enrollment in the GE 
program (Federal PLUS Loans made to 
parents of dependent students, Direct 
PLUS Loans made to parents of de-
pendent students, and Direct Unsub-

sidized Loans that were converted from 
TEACH Grants are not included); 

(ii) Any private education loans as 
defined in 34 CFR 601.2, including pri-
vate education loans made by the insti-
tution, that the student borrowed for 
enrollment in the program and that 
were required to be reported by the in-
stitution under § 668.411; and 

(iii) The amount outstanding, as of 
the date the student completes the pro-
gram, on any other credit (including 
any unpaid charges) extended by or on 
behalf of the institution for enrollment 
in any GE program attended at the in-
stitution that the student is obligated 
to repay after completing the GE pro-
gram, including extensions of credit 
described in clauses (1) and (2) of the 
definition of, and excluded from, the 
term ‘‘private education loan’’ in 34 
CFR 601.2; 

(2) The Secretary attributes all of the 
loan debt incurred by the student, and 
attributes the amount reported for the 
student under § 668.411(a)(2)(iv) and (v), 
for enrollment in any— 

(i) Undergraduate GE program at the 
institution to the highest credentialed 
undergraduate GE program subse-
quently completed by the student at 
the institution as of the end of the 
most recently completed award year 
prior to the calculation of the draft D/ 
E rates under this section; and 

(ii) Graduate GE program at the in-
stitution to the highest credentialed 
graduate GE program completed by the 
student at the institution as of the end 
of the most recently completed award 
year prior to the calculation of the 
draft D/E rates under this section; and 

(3) The Secretary excludes any loan 
debt incurred by the student for enroll-
ment in programs at other institu-
tions. However, the Secretary may in-
clude loan debt incurred by the student 
for enrollment in GE programs at other 
institutions if the institution and the 
other institutions are under common 
ownership or control, as determined by 
the Secretary in accordance with 34 
CFR 600.31. 

(e) Exclusions. The Secretary excludes 
a student from both the numerator and 
the denominator of the D/E rates cal-
culation if the Secretary determines 
that— 
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(1) One or more of the student’s title 
IV loans were in a military-related 
deferment status at any time during 
the calendar year for which the Sec-
retary obtains earnings information 
under paragraph (c) of this section; 

(2) One or more of the student’s title 
IV loans are under consideration by the 
Secretary, or have been approved, for a 
discharge on the basis of the student’s 
total and permanent disability, under 
34 CFR 674.61, 682.402, or 685.212; 

(3) The student was enrolled in any 
other eligible program at the institu-
tion or at another institution during 
the calendar year for which the Sec-
retary obtains earnings information 
under paragraph (c) of this section; 

(4) For undergraduate GE programs, 
the student completed a higher 
credentialed undergraduate GE pro-
gram at the institution subsequent to 
completing the program as of the end 
of the most recently completed award 
year prior to the calculation of the 
draft D/E rates under this section; 

(5) For graduate GE programs, the 
student completed a higher 
credentialed graduate GE program at 
the institution subsequent to com-
pleting the program as of the end of 
the most recently completed award 
year prior to the calculation of the 
draft D/E rates under this section; or 

(6) The student died. 
(f) D/E rates not issued. The Secretary 

does not issue draft or final D/E rates 
for a GE program under § 668.405 if— 

(1) After applying the exclusions in 
paragraph (e) of this section, fewer 
than 30 students completed the pro-
gram during the two-year cohort pe-
riod and fewer than 30 students com-
pleted the program during the four- 
year cohort period; or 

(2) SSA does not provide the mean 
and median earnings for the program 
as provided under paragraph (c) of this 
section. 

(g) Transition period. (1) The transi-
tion period is determined by the length 
of the GE program for which the Sec-
retary calculates D/E rates under this 
subpart. The transition period is— 

(i) The first five award years for 
which the Secretary calculates D/E 
rates under this subpart if the length 
of the program is one year or less; 

(ii) The first six award years for 
which the Secretary calculates D/E 
rates under this subpart if the length 
of the program is between one and two 
years; and 

(iii) The first seven award years for 
which the Secretary calculates D/E 
rates if the length of the program is 
more than two years. 

(2) If a GE program is failing or in 
the zone based on its draft D/E rates for 
any award year during the transition 
period, the Secretary calculates transi-
tional draft D/E rates for that award 
year by using— 

(i) The median loan debt of the stu-
dents who completed the program dur-
ing the most recently completed award 
year; and 

(ii) The earnings used to calculate 
the draft D/E rates under paragraph (c) 
of this section. 

(3) For any award year for which the 
Secretary calculates transitional draft 
D/E rates for a program, the Secretary 
determines the final D/E rates for the 
program based on the lower of the draft 
or transitional draft D/E rates. 

(4) An institution may challenge or 
appeal the draft or transitional draft D/ 
E rates, or both, under the procedures 
in § 668.405 and § 668.406, respectively. 

(Authority: 20 U.S.C. 1001, 1002, 1088, 1094) 

§ 668.405 Issuing and challenging D/E 
rates. 

(a) Overview. For each award year, 
the Secretary determines the D/E rates 
for a GE program at an institution by— 

(1) Creating a list of the students who 
completed the program during the co-
hort period and providing the list to 
the institution, as provided in para-
graph (b) of this section; 

(2) Allowing the institution to cor-
rect the information about the stu-
dents on the list, as provided in para-
graph (c) of this section; 

(3) Obtaining from SSA the mean and 
median annual earnings of the students 
on the list, as provided in paragraph (d) 
of this section; 

(4) Calculating draft D/E rates and 
providing them to the institution, as 
provided in paragraph (e) of this sec-
tion; 

VerDate Sep<11>2014 14:14 Sep 15, 2015 Jkt 235142 PO 00000 Frm 00662 Fmt 8010 Sfmt 8010 Y:\SGML\235142.XXX 235142rm
aj

et
te

 o
n 

D
S

K
2T

P
T

V
N

1P
R

O
D

 w
ith

 C
F

R


		Superintendent of Documents
	2020-01-22T22:49:18-0500
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




