
The Cohort Default Rate (CDR) policy in the context of education and student loans 

refers to a federal government regulation in the United States aimed at tracking and 

managing the repayment of federal student loans. The CDR policy primarily applies to 

institutions that participate in federal student aid programs, such as colleges and 

universities. 

Here are some key points about the Cohort Default Rate policy: 

1. Definition: A cohort is a group of students who enter into loan repayment during a 

particular fiscal year. The Cohort Default Rate is the percentage of borrowers in a 

specific cohort who default on their federal student loans within a specific period, 

typically within the first three years of repayment. 

2. Monitoring and Consequences: The U.S. Department of Education tracks and 

publishes the Cohort Default Rates for institutions. If an institution's CDR exceeds a 

certain threshold for several years, it may face consequences, including the loss of 

eligibility for federal student aid programs. This policy is designed to hold institutions 

accountable for the success of their students in repaying their loans. 

3. Thresholds: Institutions with a CDR of 30% or higher for three consecutive years or 40% 

or higher in a single year can face sanctions, including the loss of access to federal 

financial aid programs. The specific thresholds and consequences can vary based on the 

type of institution. 

4. Financial Aid Eligibility: Institutions with high cohort default rates may lose their 

eligibility to participate in federal student aid programs, which can significantly impact 

their ability to attract students who rely on federal financial aid. 

5. Data Reporting and Accuracy: Institutions are required to report accurate data on their 

former students' loan statuses. This includes tracking and reporting when students enter 

repayment, deferments, forbearances, and default status. This data is used to calculate 

the CDR. 

6. Default Prevention: Institutions often have programs in place to help students avoid 

default. These programs may include financial literacy initiatives, counseling, and 

assistance in finding manageable repayment options. 

7. Student Loan Repayment Assistance: Federal student loan borrowers who are 

struggling to make their loan payments have access to various repayment options and 

loan forgiveness programs to help them manage their debt. These programs are 

designed to prevent defaults. 

In summary, the Cohort Default Rate policy is a mechanism by which the U.S. 

Department of Education monitors and enforces the repayment of federal student loans 

at educational institutions. It encourages institutions to take measures to prevent high 



default rates among their former students and holds them accountable for the financial 

success of their graduates. 
 

The Cohort Default Rate (CDR) policy for Department of Defense (DOD) Memorandum 

of Understanding (MOU) refers to a specific agreement between the DOD and 

educational institutions participating in the Department of Defense's Tuition Assistance 

(TA) program. This policy is designed to ensure that institutions receiving TA funds have 

reasonable default rates among their students who have used this financial assistance. 

Key points regarding the Cohort Default Rate Policy for DOD MOU typically include: 

1. Purpose: The primary goal of this policy is to safeguard the investment of the 

Department of Defense in education and ensure that students who receive tuition 

assistance complete their educational programs and do not default on their student 

loans. 

2. Institutions Covered: This policy generally applies to educational institutions that have 

entered into a Memorandum of Understanding (MOU) with the Department of Defense 

to participate in the Tuition Assistance program. These institutions are often colleges, 

universities, and vocational schools. 

3. Default Rate Threshold: Institutions are expected to maintain a certain threshold for 

cohort default rates. The specific rate may vary, but if an institution's cohort default rate 

exceeds the threshold, it can face consequences, such as being temporarily suspended 

from the TA program. 

4. Cohort Default Rate Calculation: The cohort default rate is typically calculated by 

tracking the percentage of borrowers who entered repayment on their federal student 

loans during a particular fiscal year and then defaulted within a specified timeframe, 

typically within the first three years of repayment. This rate is reported to the 

Department of Education. 

5. Consequences for High Default Rates: Institutions with high cohort default rates may 

be subject to sanctions, including temporary suspension from participation in the TA 

program. This suspension can last until the institution takes corrective actions to lower 

its default rate. 

6. Corrective Actions: When an institution's default rate exceeds the threshold, it must 

take steps to reduce the rate. This can involve implementing financial literacy programs, 

academic counseling, and other initiatives to help students better manage their financial 

responsibilities. 

7. Monitoring and Reporting: Institutions participating in the TA program are often 

required to regularly report their cohort default rates and demonstrate their efforts to 

reduce these rates. 



It's important to note that the specific terms and details of the Cohort Default Rate 

Policy for DOD MOU may change over time, and institutions should refer to the most 

recent MOU and any relevant guidance from the Department of Defense and the 

Department of Education to ensure compliance with the policy. This policy is meant to 

protect the financial interests of the DOD while also promoting the educational success 

of military personnel and their families. 
 


