New CDR Calculation to be Phased In

By Julia Alexander

Beginning with federal fiscal year 2009, the calculation * Also beginning fiscal year 2012, the first year a
for school cohort default rates (CDR) will change from a school’s cohort default rate is equal to or greater
two-year period to a three-year period. The Department than 30 percent, the school must establish a default
plans to phase in the new calculations over the next few prevention task force to prepare and submit a plan
years. For the first three years, both two and three-year with measurable objectives for improving student
rates will be published. The first rate using the new repayment to the Department. After the first year,
formula won’t be published until 2012. other requirements may also apply.
In the new calculation, a school’s cohort will still be the See our chart for details on how the new rates will be
number of borrowers who enter repayment in a federal phased in. Proposed regulations with the new formula
fiscal year. However, instead of counting the number of and other changes made by the Higher Education
borrowers who default by the end of the following fiscal Opportunity Act are expected this summer with final
year, an additional year will be added to the time frame. regulations by November 1. If you have questions,
please contact Julia Alexander at julia.alexander@
With an additional year in the calculation more college-assist.com.

borrowers may be able to rehabilitate their loans in time
to be subtracted from the numerator,

potentially lowering a school’s rate. CDR Transition to
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increases from 25 to 30 percent
beginning in fiscal year 2012.

Page 5



