Activity 11:  Low Default Rate/Dollars at Risk




Low Default Rate Example:

School A has a low default rate but would like to initiate a late stage delinquency assistance effort.  What items does the school need to evaluate to make a decision to go forward?

The school has a low default rate.  However, this is not the whole story.  The school has 212 borrowers who are 180 days or more delinquent.  Those borrowers have an average loan amount of $12, 500.  

What about potential dollars at risk?  Late Stage Delinquency is key to preserving the integrity of the loan programs.   Your potential dollars at risk may amaze you.

Example:

· How many borrower accounts are more than 180 days past due.   ________
· The average loan amount of the borrowers who are more than 180 days past due. $__________
 (borrowers delinquent more than 180 days)  X   (average loan amount) =Potential $$$ At Risk   

Answer Key on next page
ANSWER KEY
212  X  $12,500 = $ 2,650,000 POTENTIAL DOLLARS AT RISK for the 212 borrowers who are 180 days or more delinquent!

