Conflicting Data



Question 1: 

If a student is not selected for verification but I receive either a his or his parent’s IRS tax return, must I resolve any discrepancies between the tax return data and the ISIR/SAR data?

Answer: 

Yes. The information on the tax return(s) would have to be reconciled with the data on the ISIR/SAR. Any conflicting data would have to be resolved prior to disbursing aid. (See 34 CFR 668.16(f))

Question2:

If a student is required to file taxes but decides not to, do we have to have them write a statement to this effect? I know we would examine their income as wages earned but would not enter any data in the AGI section. If they were flagged for verification what documentation would we need? Is it considered conflicting information if a student is required to file a tax return, but refused to do so?

Answer: 

If a student or parent is required to file taxes but refuses to do so, then they are not eligible for Title IV aid. It is conflicting data.

The Financial Aid Administrator (FAA) is not required to have special tax knowledge, the burden of proof is on the parent to show that he doesn’t need to file a personal return and the FAA may require proof from the parent.

Remember, if someone whose data is required on the FAFSA submits a signed statement claiming non-tax filer status, and the school has reason to believe that person would have been required to file a U.S. tax return, this constitutes conflicting information and must be resolved. For example, in such a case, you might require a letter from the IRS, a copy of the applicable tax provision or other documentation supporting the claim to non-filer status. Remember, conflicting information must be resolved before you can disburse federal student aid.

Question 3:

If a parent claims they did not file personal taxes but only filed a corporate tax return, would that be possible?

Answer:

It is highly unlikely that a person with a stake in a corporation (S Corporation, C Corporation/Partnership or Sole Proprietor) who filed a corporate return would not be required to file an individual tax return. Generally, the only way an individual income tax return would not be required is if the individual’s income was below the minimum income-filing requirement established by the IRS.  Even then the individual would probably still file an “information” tax return. Interest income, certain personal benefits, 401K contributions, salary from the corporation, etc. all must be considered to determine whether the part owner needs to file a personal return.

The Financial Aid Administrator (FAA) is not required to have special tax knowledge, the burden of proof is on the parent to show that he doesn’t need to file a personal return and the FAA may require proof from the parent.  IRS forms and publications can be found at http://www.irs.ustreas.gov.  The electronic instructions to the IRS-1040 form provide a chart of who must file in the “filing” requirements section of this publication.

Remember, if someone whose data is required on the FAFSA submits a signed statement claiming non-tax filer status, and the school has reason to believe that person would have been required to file a U.S. tax return, this constitutes conflicting information and must be resolved. For example, in such a case, you might require a letter from the IRS, a copy of the applicable tax provision or other documentation supporting the claim to non-filer status. Remember, conflicting information must be resolved before you can disburse federal student aid.

