HERA Interim Final Regulations — 34CFR Parts 668, 84, et al.

Establishment of Regulations for the Academic Comggiveness Grant and the
National Science and Mathematics Access to Retairalent Grant Programs, and
Grant and Loan Program Amendments

The Department of Education has released intenal fegulations for the two new grant
programs established in the Higher Education Ratatign Act of 2005 (HERA).

These grant programs are the Academic Competitsge@eant (ACG) and the National
Science and Mathematics Access to Retain TalenAfSM Grant Programs.

The effective date of these interim final regulasias August 2, 2006. The regulations
apply to awards made under these programs for@bé-2007 academic year. The
Secretary may amend the regulations for the 20@B-20vard year based on comments
that were submitted. For regulations effectivetfa 2008-2009 award year and beyond,
the Secretary intends to conduct negotiated rul@mgakeginning this winter.

The ACG makes awards to eligible financially nestiydents in their first or second year
of college who completed a rigorous secondary sgimamgram. The SMART Grant
program makes awards to eligible financially nestyents in their third or fourth year
of study who are majoring in certain physical,,lid& computer sciences; mathematics;
engineering; or foreign languages critical to th@anal security of the United Statdis.

is very important for institutions to note that if they participate in the Pell Grant
Program and offer an educational program that is areligible program for purposes

of the ACG or SMART Grant, then the institution is required to participate in the
ACG or SMART Grant programs, as applicable.

This summary provides a brief description of thevmegulations. The regulations are
accessible online on the IFAP website at
http://www.ifap.ed.gov/fregisters/FR07032006.html

Note that the AC and SMART Grant regulations follthese of the Pell Grant program
as much as possible because the programs areinelgr sn nature. Additionally, to
receive an ACG or SMART Grant, a student must bésoeceiving a Pell Grant in the
same payment period. The ACG and SMART Grant prognaill also use the same
delivery system as the Pell Grant program to haffeeéhe administrative burden
institutions will take on with these additional gtgrograms.

The detailed summary of the regulatory provisiaiews. As always, if you have
guestions about these regulations, please feetdreentact CCA General Counsel
Nancy Broff athancyb@career.omgr 202-336-6577 or Senior Compliance Specialist
Tammy Halligan atammyh@career.orgr 202-336-6839.




Part 691 - Academic Competitiveness Grant (ACG) anthe National Science and
Mathematics Access to Retain Talent (SMART) Grant Fograms

Subpart A — Scope, Purpose, and General Definitions
Section 691.2 — Definitions

Eligible Major

An eligible major is a major in one of the physjddé or computer sciences,
mathematics, technology, engineering, or a crificedign language. The Secretary
specifies the list of eligible majors by CIP codihis list will be published by the
Secretary on the Department of Education’s webh agevell as distributed by other
means. It will be updated annually.

Eligible Program

For the ACG, an eligible program leads to an asses or bachelor’s degree, is a two-
academic-year program acceptable for full creditai@ a bachelor’'s degree, or is a
graduate degree program that includes at least #uvademic years of undergraduate
education. For the SMART Grant, the program muesd k& a bachelor’s degree in an
eligible major or be a graduate degree progranmieligible major that includes at least
three academic years of undergraduate educatidatincases, it must meet the criteria
of §668.8.

Section 691.6 — Duration of Student Eligibility — Widergraduate Course of Study

Student eligibility under the ACG and SMART Granbgrams is based on the specific
academic year of enrollment in the student’s elgpgrogram. This may be different from
the student’s academic level for purposes of laaitd and academic standing. Section
691.15 provides specific details on how academag yedefined for determining
students’ eligibility for ACG and SMART Grant purges.

A student is restricted to one grant for each aceclgear of enroliment in an eligible
program. Students may not receive more than aabtalo ACG and/or two SMART
Grants during their educational career (i.e™@8mester sophomore may not receive
additional ACG).

Section 691.7 — Institutional Participation

If an institution participates in the Pell Granbfram and offers an educational program
that is an eligible program for purposes of the AAAGGMART Grant, then the institution
is required to participate in the ACG or SMART QGrarograms, as applicable. Failure to
adhere to this mandatory participation in the AC@ 8MART Grant programs may
result in future loss of Title 1V eligibility.



Section 691.8 — Enrollment Status for Students Takg Regular and
Correspondence Courses

Students must be enrolled full-time to be eligifWean ACG or SMART Grant.

If, in addition to regular coursework, a studehkegcorrespondence courses from either
his or her own institution or another institutidrat has an agreement for this purpose
with the student’s home institution, the correspae coursework may be used in
determining the student’s enroliment status. Aastiidaking correspondence courses is
considered a full-time student if the student Isrtg coursework that is equal to the
institution’s standard for full-time students, ahe student’s non-correspondence
coursework constitutes at least one-half of thatut®n’s required minimum

coursework for full-time students. The correspomgecoursework must be applicable to
the student’s degree or be remedial work takernbystudent to help in his or her eligible
program, and it must be completed within the timefe of the student’s regular
coursework.

Section 691.11 — Payments from More Than One Instition

Students may not receive an ACG and/or SMART Geanturrently from more than
one institution. Students may only receive one A&2@/or SMART Grant at the same
institution from which he or she receives his or Rell Grant.

Subpart B — Application Procedures
Section 691.12 — Application

For both the ACG and SMART Grant program, studemist submit the Free
Application for Federal Student Aid (FAFSA). Theigent’'s expected family
contribution and Pell eligibility must be determihd o qualify for the ACG, a student is
required to have completed a rigorous secondayagrogram. Students may be
required to submit additional documentation in &iddito the FAFSA to support this.

Section 691.15 — Eligibility to Receive a Grant

General Requirements

To receive an ACG or SMART Grant, a student must beS. citizen, enrolled full-time,
and receive a Pell Grant in the payment perioddhadCG or SMART Grant is
awarded.

For the first academic year of an ACG, the studauimt have successfully completed,
after January 1, 2006, a rigorous secondary sgirogram of study as recognized by the
Secretary, and not have been previously enrolledragular student in an undergraduate
program of study. For the second academic yean &GG, the student must have
successfully completed, after January 1, 2005g@ous secondary school program of
study as recognized by the Secretary, and sucdlgssfnpleted the first year of his or



her eligible academic program with a minimum 3.0AG# a scale of 4.0 (or the
equivalent).

Academic Year in College

A student may receive an ACG in his or her firsl aacond year of study in an eligible
undergraduate program. To receive the ACG in thersk year, the student must have
successfully completed the first academic yearc&sgful completion is defined as
passing and earning all of the credits or clockrbamthe Title IV, HEA academic year.

SMART Grants may be awarded in the third and foyetdr to eligible students enrolled
in eligible undergraduate programs. To receive 8ABWI Grant in the fourth year, the
student must have successfully completed the Huetlemic year.

Grade Point Average

To receive an ACG in the second year, a student oaumsplete the first academic year as
described above. Additionally, that student museh@arned a minimum of a cumulative
3.0 GPA on a 4.0 scale, or the equivalent as datedrby the institution for academic
and Title IV purposes.

To receive a SMART Grant in the fourth year, a ehtdnust maintain at least a
cumulative GPA of 3.0 on a 4.0 scale (or the edentq through the most recently
completed payment period in the coursework requmethe student’s eligible program.

For transfer students, an institution must relytl@ngrades of the courses from the prior
institution that the institution accepts toward ghadent’s eligible program for the first
payment period. Use of transfer grades in calaugathe GPA in subsequent payment
periods is optional.

Prior Enroliment in a Postsecondary Educational Prgram

An otherwise eligible student is not eligible fofirat-year ACG if the student previously
enrolled in a program of undergraduate educatiostulent is considered to have been
enrolled in an undergraduate program if the studexst admitted into the program as a
regular student. High school students who tookegellcourses while still in high school
remain eligible for first-year ACG if they were nadmitted as regular students (for the
purpose of obtaining a degree, certificate or recagl educational credential) in the
college program while still completing high school.

A student’s enrollment in a payment period durirgydr her first academic year of
enrollment in an eligible program does not make shadent ineligible for an ACG in a
subsequent payment period during the first acadgedc if the student is otherwise
eligible. In other words, a student who enrollstygane for his or her first semester but
would otherwise have been eligible for an ACG Wwélable to receive the grant in the
second semester if he or she enrolls full-timeiaratherwise eligible.



Documenting Completion of a Rigorous Secondary SchbProgram of Study

To receive an ACG, a student must have completeggbeous secondary school program
of study. Institutions are required to documentstelent’s completion of the rigorous
secondary school program by using documentatian flee “appropriate cognizant
authority” or the student. This documentation mayshch things as transcripts or

detailed course information, and may come fronstiéent or the authority. If the
documentation comes from the student and theutistit has reason to believe it is
incomplete or inaccurate, they must then use dontatien provided directly from the
cognizant authority to make the determinationhi ¢ase of home-schooled students, the
student’s parent or guardian is considered theizaghauthority.

For transfer students, institutions may rely onugnentation from the prior institution to
confirm the student completed a rigorous seconsiangol program. This documentation
may be documentation of receipt of an ACG at ther pnstitution.

Declaring an Eligible Major

Students must major in one of the physical, life@mputer sciences, mathematics,
technology, engineering or a critical foreign laaga to be eligible for a SMART Grant.
A student must formally declare his or her eligitvlajor, in accordance with the
institution’s academic requirements, to receivegtant. If an institution’s academic
policy makes the student unable to declare the mmajime to qualify for the grant, the
student must demonstrate his or her intent to dedteat major (i.e. by registering for the
requisite course work) to receive the grant, andtrdeclare the major as soon as
possible in order to remain eligible.

In all cases, the student must enroll in the caungeeessary to complete the degree
program and fulfill the major’s requirements to eemeligible for the grant.

Section 691.16 — Recognition of a Rigorous Secong&chool Program of Study

For each award year, the Secretary is requireddognize at least one rigorous
secondary school program of study in each Statesd include programs identified by
State Education Agencies (SEASs) or Local Educatigencies (LEAS) that can

document they are legally authorized by the staestablish a separate secondary school
program of study. Additionally, the Secretary isagnizing certain existing advanced

and honors programs established by States, assvallset of courses identified under the
State Scholars Initiative sponsored by the Wedtggristate Commission for Higher
Education.

An individual student may be considered to havepletad a rigorous secondary school
program of study, regardless of where he or slem@étd, if the student successfully
completes a set of courses similar to those redjuineler the State Scholars Initiative, or
if he or she completes courses in the InternatiBaatalaureate Diploma Program and
receives a score of 4 or higher on the exams ftarast two of the courses, or completes
at least two of the College Board’s Advanced Plaa@nfProgram Courses and receives a
score of 3 or higher for the exams for those caurse



Additionally, an individual student will be considel to have completed a rigorous
secondary school program of study if he or she oheciis completion of four years of
English; three years of mathematics, including Ahgel and a higher level class such as
Algebra Il, geometry, data analysis, and statistluee years of science including at least
two of the following: biology, chemistry, and phgsj three years of social studies; and
one year of a language other than English.

A GED program will not be approved as a rigorousséary school program.

The Secretary will make the approved list of proggaavailable each year through the
FAFSA on the Web, the Department’s website, Dedle@gue letters, and other
appropriate media.

Section 691.17 — Determination of Eligible Majors

Eligible majors

Each academic year, the Secretary will identifyQtgssification of Instructional
Program (CIP) Codes, eligible majors in the physida, or computer sciences,
mathematics, technology, engineering, and crifmadign languages. Critical foreign
languages will be determined through consultatidth tihe Director of National
Intelligence. The list of eligible programs will beade available each year through the
FAFSA on the Web, the Department’s website, Dedle@gue letters, and other
appropriate media. For this year, the list of éligimajors is available on the
Department’s IFAP website attp://www.ifap.ed.gov/dpcletters/Gen0615.html

Duration of eligible major

If a student receives a SMART Grant and then stastsr her third academic year or a
portion of the fourth academic year and the studengjor is removed from the list of
eligible majors for SMART Grant purposes, the shidmn still receive the SMART
Grant if all other eligibility criteria are met. ther words, once a student receives a
SMART Grant for an eligible major, that major igdgdfathered in” for that student as
long as he or she remains otherwise eligible fergtant.

Subpart F — Determination of Awards
Section 691.62 — Calculation of a Grant Maximum Awal

Based on appropriations for that year, the Segretdrestablish and announce the
maximum ACG and SMART Grant for each academic yEhe Secretary may revise the
maximum award amount during an award year basdbeoavailability of funds.

The maximum ACG scheduled award may be up to $@66ligible first-year students
and up to $1,300 for eligible second year studéits.maximum SMART Grant award
for an eligible third- or fourth-year student mag/gp to $4,000 each academic year.

Treatment in Relation to Other Aid Received



A student’s ACG or National SMART Grant may not,emcombined with the Expected
Family Contribution and other student financialistesice available to the student,
exceed the student’s cost of attendance.

Section 691.63 — Calculation of a Grant for a Paynm¢ Period

General
The formula for calculating an ACG or SMART Graiatyment for eligible students for
the most part follows the Pell Grant rules.

Calculation of a Grant for a Payment Period that Applies to Two Academic Years

If a student is enrolled in an eligible programtthses standard terms with at least 30
weeks of instructional time, that measures progreseedit hours, and breaks the
academic calendar into at least two semestersugsters in the fall through the
following spring or three quarters in the fall, ¥&n and spring, the student must enroll in
at least 12 credit hours in each term to be corsatifull-time. This same provision
applies to those institutions using all the sameseexcept with less than 30 weeks of
instructional time.

If a student is completing the coursework for aadsenic year while also beginning to
take coursework for the next academic year in aneay period, the grant amount is
calculated based on the academic year that thergtigdcompleting.

Section 691.64 — Calculation of a Grant for a Paynm¢ Period Which Occurs in Two
Award Years

When a payment period overlaps two award yearangtigution must assign the
payment period for an ACG or SMART Grant to the saaward year that it assigns the
student’s Pell Grant. The institution must plageagment period with more than six
months scheduled to occur within one award ye#nahaward year. If the payment
period is placed in the first award year, the sti@dbould be paid with funds from the
first award year; if the payment period is placedhe second award year, the student
should be paid with funds from the second award. y@laase note that in either case, the
student cannot receive more than one ACG or SMARAnNGIor an academic year. Also
note that ACG and SMART Grants are awarded basemmpleting an academic year
of an eligible program rather than completing aad@enic year within an award year, as
in the Pell Grant program.

Section 691.65 Transfer Student: Attendance at Mor&han One Institution During
an Academic Year

The details for calculating an ACG or SMART Gramtt & transfer student are located at
8691.65. Students may receive the grant at thendaostitution only if a valid SAR is
received at the second institution; the studergives a Pell Grant for that payment
period; the second institution calculates the sttis@ward according to 8691.63; and
the second institution pays the grant only forgbetion of the year the student is



enrolled. The grant amount must be adjusted to reakethe student does not receive
more than the maximum amount the student is edtitifor that academic year.

Subpart G — Administration of Grant Payments

Section 691.75 — Determination of Eligibility for Ryment, GPA and Declaration of a
Major

A student’s GPA may change during the course ahya@nt period, or the student may
declare an eligible major during a payment perostitutions are given the flexibility to
reconsider a student’s eligibility for an ACG or 8RT Grant during the course of a
payment period. Institutions may only pay the geter verifying that both the student
is eligible and the program the student is enralteid eligible.

If an institution determines at the beginning ¢éan that a student is not maintaining
Satisfactory Academic Progress (SAP) but reveisasdecision before the end of the
payment period, the institution may pay the grarthe student for the entire payment
period. If, for a SMART Grant, an institution irdtly determines a student is not enrolled
in an eligible major but reverses that decisiorol®the end of the payment period, the
institution may pay the grant to the student f@r ¢intire payment period. If the decision
to reverse a determination about unsatisfactory 8A¢hrollment in a major program is
made after a payment period is complete, an inigtitus not permitted to make a grant
payment to the student for that payment periodnmake adjustments to future payments
to compensate for the loss of aid.

Institutions may make one payment for a paymenbgddo an otherwise eligible student
if that student’s GPA is not yet available from tlmet academic year (for an ACG) or a
student’s cumulative GPA for enroliment in an ddlgiprogram through the prior
payment period is not yet available (for a SMARTa@). However, please note that
institutions assume liability for an overpaymerthi¢ student then fails to meet the GPA
requirements.

Payments for Nonterm Self-paced Programs

A student enrolled in a nonterm self-paced prognmaay not receive a disbursement for a
payment period until the student completes at 8@%t of the credit or clock hours or the
academic coursework in a payment period, at tleeaba full-time student.

Payment Prior to Receipt of GPA

An institution may make one disbursement for a payinperiod to a student whose GPA
is not yet available as required. By doing so,itiséitution assumes liability for the
disbursement if it later determines the student medaligible due to GPA.

Section 691.76 — Frequency of Payment



In each payment period, the institution may paystuelent at such times and in such
installments as it determines best meets the stsdeeds. The student may be paid in
one lump sum only if he or she was full-time in gh@r payment period.

Section 691.78 — Method of Disbursement — By Cheok Credit to a Student’s
Account

Institutions shall disburse ACG and Smart Grantdfum accordance with the provisions
of 34 CFR 668.164 (this is the general regulatarttie disbursement of funds to
students). If a student withdraws or is expellefbfeethe first day of classes, the
institution must return to the ACG or SMART Gragtaunt any funds paid to that
student.

Section 691.79 — Liability for and Recovery of GrahOverpayments

Institutions are liable for grant overpayments migbeoper procedures are not followed.
A student is not liable for, and an institution megt attempt to collect or refer to the
Secretary, any grant overpayment if the amourgss than $25 and is not a remaining
balance.

Section 691.80 — Redetermination of Eligibility fora Grant Award

If a student gains or loses Pell Grant eligibilitye institution must redetermine his or her
eligibility for an ACG or SMART Grant. If a studéstenroliment status changes from
one payment period to another within an award yharinstitution must determine
whether the student qualifies for an ACG or SMAR®RG for the new payment period.

If a student’s projected enroliment status (i.@pdrto half-time status) changes during a
payment period after the student has begun atteedarall of his or her classes, the
institution may establish a policy to redetermihelsnt eligibility for the award in that
payment period. If a policy is established, it maggply to all students and be the same as
the Pell Grant policy. If the student changes $s4than-full-time before beginning
attendance in all classes, the student will bagieé for the ACG or SMART Grant in
this payment period.

Section 691.82 — Maintenance and Retention of Rectsr

Institutions must include and maintain in its mamdnce and retention of records all
documentation collected to determine and verifgikliity for an ACG or SMART
Grant.

Changes to Other Sections of the Regulations

Section 668.21 — Treatment of Federal Perkins LoafSEOG, Federal Pell Grant,

ACG, and National Smart Grant Program Funds if theRecipient Withdraws, Drops
Out, or is Expelled Before His or Her First Day ofClass



In this instance, all funds paid to the studentlf@t payment period for institutional or
non-instituttional costs are an overpayment.

Section 668.33 — Citizenship and Residency Requiremts

Only students who are citizens of the United Stateseligible to receive ACG and
SMART Grants.

Section 668.35 — Student Debts under the HEA and the U.S.

A student is not liable for an ACG or SMART Granegpayment in an award year if the
institution can eliminate the overpayment by adpgssubsequent Title IV HEA awards,
excluding Pell Grant, ACG, or SMART Grants, in §a&me award year.

If the overpayment cannot be eliminated by adjgssmbsequent Title IV payments, a
student is still not liable for an ACG or SMART Gtaverpayment if the overpayment
can be eliminated by adjusting subsequent ACG oABMGrant payments in that same
award year.



