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Activity 1: CPS Selection Criteria File Review Worksheet
Exercise 1: File Review 

Instructions:

We recommend that you randomly select files that were selected by the CPS and that you verified. We suggest 10 independent and 10 dependent records for the current year. You may also want to review previous years of your choosing.

Use the worksheets (independent or dependent) and review the files to determine if verification 
was performed correctly. 

_____________________________________________________________________________

Exercise 2: Good Practice—Income Grid Review

Instructions:

For the sampled students, it is good practice to also check to make sure that the correct *total income was reported on your FISAP grid. 

FISAP Questions to review:

Who keeps the backup documentation for the FISAP? 


____________________________________________

Amount of Total Income Per Income Grid for this student: 

$__________________

Amount of Total Income for this student per verified school records: 

$__________________

Income information for this student reported correctly on FISAP? 

 

Yes____ No____  

Helpful Hint: Your school will need to check back-up documentation for the Income Grid information for the year being reviewed, in order to determine amounts of income reported on FISAP for the student.

*Total Income:  Effective July 1, 2009, the definition of Total Income excludes the distributions from qualified education benefit programs that are not subject to Federal income tax.  Some examples of qualified education benefits would be Coverdell and Qualified Tuition Plans also known as 529 plans.

                             Activity 2

Discretionary Verification File Review Worksheet

Exercise 1: File Review 

Instructions:

We recommend that you do the following activity to determine if your discretionary verification policy, which allows the school to verify additional data elements and select aid applicants for verification using its own criteria, was applied.

· Select 10 independent and 10 dependent records from the current and prior award year where the institution exercised its discretionary verification policy.

· Link to the appropriate file review worksheet to complete your verification assessment.

______________________________________________________________________________

Exercise 2: Good Practice—Income Grid Review

Instructions:

For the sampled students, it is good practice to also check to make sure that the correct total income was reported on your FISAP grid. 

FISAP Questions to review:

Who keeps the backup documentation for the FISAP? 


______________________________________________________________________________

Amount of Total Income Per Income Grid for this student: 

$__________________

Amount of Total Income for this student per verified school records: 

$__________________

Income information for this student reported correctly on FISAP? 

 

Yes____ No____  

Helpful Hint: Your school will need to check back-up documentation for the Income Grid information for the year being reviewed, in order to determine amounts of income reported on FISAP for the student. 

*Total Income:  Effective July 1, 2009, the definition of Total Income excludes the distributions from qualified education benefit programs that are not subject to Federal income tax.  Some examples of qualified education benefits would be Coverdell and Qualified Tuition Plans also known as 529 plans.

Verification Worksheet (To Be Used with Activities 1 and 2)

File Review Exercise

We recommend that you randomly select files that you verified. We suggest 10 independent 
and 10 dependent records for the current year. You may also want to review previous years of your choosing. 
Use the worksheets below (independent or dependent) and review the files to determine if verification was performed correctly.

If you identify any errors, we recommend that you evaluate your process and complete the Management Enhancement Worksheet.
Independent Student Worksheet for Verification File Review

	Required Verification Item
	Original ISIR
	Verified Data
	Difference

	Household size
	
	
	

	Number in college
	
	
	

	Adjusted Gross Income
	
	
	

	U.S. taxes paid
	
	
	

	Social Security benefits*
	
	
	

	Child support*
	
	
	

	IRA/Keogh deductions*
	
	
	

	Foreign income exclusion*
	
	
	

	Earned Income Credit*
	
	
	

	Interest on tax-free bonds*
	
	
	

	Other**
	
	
	

	Other**
	
	
	

	Other**
	
	
	

	Other**
	
	
	


* Certain untaxed income and benefits.  You must also verify all other untaxed income 
reported on the U.S. individual income tax return.

** Other is for a school to identify as an discretionary item that the institution selects 
for verification. (An institutional verification policy.)

Dependent Student Worksheet for Verification File Review

Parental Information

	Required Verification Item
	Original ISIR
	Verified Data
	Difference

	Household size
	
	
	

	Number in college
	
	
	

	Adjusted Gross Income
	
	
	

	U.S. taxes paid
	
	
	

	Social Security benefits*
	
	
	

	Child support*
	
	
	

	IRA/Keogh deductions*
	
	
	

	Foreign income exclusion*
	
	
	

	Earned Income Credit*
	
	
	

	Interest on tax-free bonds*
	
	
	

	Other**
	
	
	

	Other**
	
	
	

	Other**
	
	
	

	Other**
	
	
	


Student Information

	Required Verification Item
	Original ISIR
	Verified Data
	Difference

	Household size
	
	
	

	Number in college
	
	
	

	Adjusted Gross Income
	
	
	

	U.S. taxes paid
	
	
	

	Social Security benefits*
	
	
	

	Child support*
	
	
	

	IRA/Keogh deductions*
	
	
	

	Foreign income exclusion*
	
	
	

	Earned Income Credit*
	
	
	

	Interest on tax-free bonds*
	
	
	

	Other**
	
	
	


* Certain untaxed income and benefits.  You must also verify all other untaxed income 
reported on the U.S. individual income tax return.

** Other is for a school to identify as an discretionary item that the institution selects 
for verification. (An institutional verification policy.)

Tolerance

There is no tolerance for non-dollar items. If there are changes to family size or number in college, the ISIR must be corrected.

The tolerance for dollar items is $400. If the net difference between the original and correct data is more than $400, the information must be corrected.  To calculate the net difference, first add the original (uncorrected) AGI and untaxed income amounts. From that amount, subtract the original U.S. income tax paid to get the uncorrected total. Then, add the correct AGI and untaxed income amounts and subtract from that total the correct U.S. income tax paid to get the corrected total.  

Tolerance Equation

	(Original AGI)+(Original untaxed income and benefits)-(Original U.S. income tax paid)=(Uncorrected total) 

(Correct AGI)+(Correct untaxed income and benefits)-(Correct U.S. income tax paid)=(Corrected total) 


If the difference between the uncorrected total and the corrected total is $400 or less (and there are only dollar amount errors) the errors are within tolerance and recalculation is not required.  You do not have to use the tolerance option - you can always have the student submit corrections for reprocessing.

Activity 3

Student Eligibility—Applicants for CPS Verification 30%

Instructions:

Part 1:

Identify the number of applicants that were selected by the CPS to be verified:  ____________. Of those selected, identify the number that your institution verified:_________. (Divide those that you verified into the total selected by the CPS. This is the percentage of students that you selected for verification for the _____________, ______________award year(s).

Part 2:

Determine the minimum number of applicants that must be verified based on ED’s requirement and the school institutional policies. The answer key is on the following page.

	
Institutional Verification Policies

	School
	School definition of total applicants
	30% of total applicants
	Selected by CPS
	Minimum # to verify to meet ED requirement
	Total # to verify


	A
	5,000
	1,500
	2,250 (45%)
	
	

	School A’s policy is to verify 100% of the applicants selected by CPS


	B
	7,500
	2,250
	2,250 (30%)
	
	

	School B’s policy is to verify 50% of all applicants


	
C

	2,600
	780
	520 (20%)
	
	

	School C’s policy is to verify 100% of all applicants


	
D

	11,500
	3,450
	1,725 (15%)
	
	

	School D’s policy is to verify the minimum number required by ED


	E
	1,000
	300
	300 (30%)
	
	

	School E’s policy is to verify 100% of all applicants


Answer Key on the next page 

Answer Key: Determine the minimum number of applicants that must be verified based on the school’s requirement and the school institutional policies.

	
Institutional Verification Policies

	School
	School definition of total applicants
	30% of total applicants
	Selected by CPS
	Minimum # to verify to meet ED requirement
	Total # to verify


	A
	5,000
	1,500
	2,250 (45%)
	1,500
	2,250

	School A’s policy is to verify 100% of the applicants selected by CPS


	B
	7,500
	2,250
	2,250 (30%)
	2,250
	3,750

	School B’s policy is to verify 50% of all applicants


	
C

	2,600
	780
	520 (20%)
	520
	2,600

	School C’s policy is to verify 100% of all applicants


	
D

	11,500
	3,450
	1,725 (15%)
	1,725
	1,725

	School D’s policy is to verify the minimum number required by ED


	E
	1,000
	300
	300 (30%)
	300
	1,000

	School E’s policy is to verify 100% of all applicants


Activity 4

Resolving Conflicting Data

RESOLVING CONFLICTING DATA 

2008–09 FSA Handbook, School Eligibility & Operations, Chapter 10, 2008–09 FSA Handbook, 
AVG, Chapter 5, pages 100–102, 668.54(a)(3), 668.16(b)(3), 668.16(f)
What is Conflicting Data under the regulations?

668.54(a)(3)—If an institution has reason to believe that any information on an application used to calculate an EFC is inaccurate; it shall require the applicant to verify the information that it has reason to believe is inaccurate.  There is one exception to this requirement: If the student dies during the award year, the school isn’t required to resolve the conflicting data.

668.16(b)(3)—An institution must communicate to the individual designated to be responsible for administering Title IV, HEA programs, all the information received by any institutional office that bears on a student's eligibility for Title IV, HEA program assistance.

668.16 (f)—An institution must develop and apply an adequate system to identify and resolve discrepancies in the information that the institution receives from different sources with respect to a student's application for financial aid under Title IV, HEA programs. In determining whether the institution's system is adequate, the Secretary considers whether the institution obtains and reviews:

(1) All student aid applications, need analysis documents, Statements of Educational Purpose, Statements of Registration Status, and eligibility notification documents presented by or on behalf of each applicant;

(2) Any documents, including any copies of State and Federal income tax returns, that are normally collected by the institution to verify information received from the student or other sources; and

(3) Any other information normally available to the institution regarding a student's citizenship, previous educational experience, documentation of the student's social security number, or other factors relating to the student's eligibility for funds under the Title IV, HEA programs;

Conflicting data can impact a student’s eligibility in various ways. Some common categories where conflicting data can occur are:

· Applicants selected for verification—If an institution has reason to believe that any information on the application used to calculate the EFC is discrepant or inaccurate (or if any supporting documentation is discrepant or inaccurate) , the institution shall require the applicant to provide adequate documentation to resolve the conflict.

· Applicants not selected for verification—It is the responsibility of the institution to resolve conflicting information regardless of whether or not the applicant was selected for verification.  

· Other applicant information received by the school—A school must have an adequate internal system to identify conflicting information that it may have regardless of the source, such as information from the admissions office as to whether the student has a high school diploma or information from other offices regarding academic progress, enrollment status, work-study earned or additional institutional aid or outside aid from Financial Aid Office, other Department, or an outside entity.

Although conflicting data can result from multiple sources, many cases can be easily identified. 
The requirement for resolving conflicting data covers all information normally available to the institution regarding a student’s eligibility. It is not expected that the financial aid officer be an 
expert in IRS tax law.
Good practices vs. what is required

The following two pages contain two charts.  

· The first chart provides examples of issues that are considered as Conflicting Data. Although the chart is designed to be extensive, it is not to be construed as an all-inclusive list. The chart is provided for information only and has been developed to help you review your policies and procedures.  

· The second chart provides examples of good practices for resolving Conflicting Data.

Chart A:  Examples of issues considered Conflicting Data

	· A student not selected for verification, the tax return is on file and information conflicts with items on the FAFSA.

· 1040 shows parent single head of household and on the FAFSA/ISIR shows the same person as married. 

· If assets reported on the FAFSA are $0 or low but significant interest and dividend income or capital gains are reported on the U.S. Income Tax Return.

· Parent or student report on their FAFSA and signed a verification worksheet that they will not file an IRS 1040. You have reason to believe that they would have been required to file a U.S. Income Tax Return, as the minimum amount required to file is indicated in the instructions provided on the 1040.

· Statements or information that suggest that the copy of the Income Tax Return you received is not the return actually filed with the IRS.

· School receives Profile from CSS. Student reports a specific amount in untaxed income; FAFSA reports a different amount (If the school receives the CSS Profile, it must ensure that information contained there does not conflict with other documents received by the school).

· Veterans Affairs (VA) benefits verified by the certifying official in the Registrar don’t match the FAFSA. (To resolve conflict, can rely on certifying official).

· Admissions information received impacts student eligibility (i.e., student accepted into a non degree program, student received scholarship from high school, etc.)

· The Student Academic Progress or Enrollment Status on file in the Financial Aid Office doesn’t agree with the information from the Registrar Office. 




Chart B: Examples of good practices for resolving Conflicting Data

	· $0 income reported with no explanation as to how the student/parent/family can live on $0 income (Your institution may want to consider developing an expense VS resource form to review $0 to low income reporting for the Calendar Year January–December).

· Address reported by student/parent (i.e., if parents are divorced and the address on the student’s tax return does not match the address of the custodial parent’s tax return). Or the address doesn’t match the state of residence as listed on the FAFSA. (Your institution may want to consider obtaining a written explanation to determine residency).

· If the student or parents reported business/farm net worth but didn’t file a schedule C or Form 1120 or just didn’t supply it to the school. 

· Box 14 information from W-2.

· Always have the ability to ask for whatever information you need any time that you think there is a problem.



Remember, a REASONABLE assessment of data is expected as you strive to catch errors, not fraud. If the institution has reason to believe the applicant is engaged in fraud, 668.16(g) requires the school to refer the information to OIG. OIG Contacts can be found at the following link: 2008-09 FSA Handbook, AVG, Chapter 5, page 102.
If you suspect a student has misreported information, what can the Financial Aid Office do to resolve discrepant data? Here are some suggestions. Again, this list is not all-inclusive. An institution is not limited to these suggestions, but may find them helpful:

	1. Require a letter from the IRS, or submit an IRS Form 4506. http://www.irs.gov/pub/irs-pdf/f4506.pdf
2. Additional documentation resolving the conflicting information may include but is not limited to signed statements by the parent/student, doctor, institution, guidance counselor, and tax professional.

3. Obtain W-2’s.




If conflicting information is discovered after disbursing aid, the Financial Aid Office is required to reconcile the differences and recalculate the EFC. If there is an over award, the student is required to repay any excess funds. If the student is no longer enrolled, they will owe a Title IV overpayment. The school would be responsible to notify ED of the overpayment.

To review your policies and procedures, we recommend that you complete the following exercises:

	Exercise 1: Financial Aid Office and Institutional Policies and Procedures


Resources: 2008–09 FSA Handbook, School Eligibility & Operations, Chapter 10, 2008–09 FSA Handbook, AVG, Chapter 5, pages 100–102, 668.16(b)(3), 668.16(b)(3), 668.16(f)
Completion of this activity allows schools to review their policies and procedures related to resolving conflicting information. Completion of this activity does not ensure that the Department endorses the school’s procedures or that the school is in compliance with all requirements of the regulations outlined in 668.16(b)(3), 668.16(b)(3), or 668.16(f).  

The prior pages provided some examples of potential conflicting situations that may occur at your school. In this activity, review your own policies and procedures to determine if you have the process in place to identify, collect and resolve conflicting data. Your process should include how Financial Aid Office staff resolve conflicting data, but also include how the financial aid office coordinates their efforts with other offices on the campus that have information that might affect a student’s eligibility for Title IV aid.

· Where are the policies and procedures pertaining to conflicting information documented? 

· When were the policies and/or procedures last updated? 

· Who is responsible to update the policies and procedures? 

· What training or process does the school have in place to ensure that the financial aid office staff understands the institutional policies on resolving conflicting data?  

· Who is the lead person to educate other offices on campus to ensure coordination of all information that may affect a student’s eligibility? 

· What training or process is in place to coordinate with other offices on campus to coordinate all information received that might affect a student’s eligibility (i.e. SAP, FWS calendar year earnings, VA Benefits, institutional or outside aid received, etc.)?

	Exercise 2: Identifying and Evaluating Conflicting Data Issues and Good Practices


	Purpose: This activity is to assist the institution to identify conflicting data issues that require resolution.  The completion of this activity will help your institution develop a resource to be used by institutional staff that reviews student aid applications. In addition, the activity can assist your institution in reviewing and enhancing your policies and procedures.


· Identify the Conflicting Data issues and the documentation identified to resolve the conflict that you are currently reviewing for financial aid applicants at your institution. 

· After reviewing the guidance provided on the prior pages and reviewing Chart A on page 3, include any additional conflicting data issues not identified.  

	Conflicting Data Issue
	Documentation Identified

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	


	Purpose: This activity is to help your institution develop good practices for identifying and resolving issues that you, as an aid administrator determine needs resolution, and to ensure the institution is consistent with the implementation of the issues your school has identified. The completion of this activity will help your institution develop a resource to be used by institutional staff that reviews student aid applications.  In addition, the activity can assist your institution in reviewing and enhancing your policies and procedures.


· Identify the Good Practices that your institution has identified. 

	Conflicting Data Good Practices 
vs. What Is Required
	Documentation Identified

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	


If your school found deficiencies in any areas, please complete the Management Enhancement Worksheet to explain the school’s plan to correct any problems noted.

Activity 5

Dependency Overrides and Professional Judgment
Instructions:

We recommend that you pull a sample of up to 10 dependent and 10 independent students. 
Use the worksheet to review Student Eligibility requirements for each student. 

Student Name:      
SSN:      
Award Year Reviewed:        DOB:        EFC:        Dependency Status:      
Enrollment Status:        Name of Program:      
Start Date:        Grad/Withdrawal Date:      
Resources for Professional Judgment and Dependency Overrides:

2008-09 FSA Handbook, AVG, Chapter 2, pages 24 through 25 and 2008-09 FSA Handbook, AVG, Chapter 5, pages 99 through 100, DCL GEN-03-07
	Requirement
	Yes/No
	What is the School’s Procedure for this requirement?

	If a dependency override decision is made for a student, the school does NOT make the decision using any of the four examples listed in the 2008–09 FSA Handbook, AVG, Chapter 2, pages 24 through 25  (Remember, there must be some documented unusual circumstance that establishes a student as one where an expectation of a parental tie is not appropriate).
	
	

	Is the reason for professional judgment documented and on a case-by-case basis?
	
	

	Does the documentation relate to the student’s *special circumstances that differentiate the individual student (not to conditions that may exist for a whole class of students)?
	
	

	Is the documentation contained in the student’s file?
	
	

	Does the financial aid administrator prepare a written statement of the PJ determination including the identification of the specific unusual circumstances in which the PJ decision was based and retained the statement with the supporting documentation used to make the determination?
	
	

	The institution resolves all inconsistent or conflicting information for a student before exercising PJ?
	
	

	The institution makes a determination of any PJ decision annually?
	
	

	The institution make it’s own determination and does not make any PJ decisions based on a decision made by a school previously attended by the student or that the student applied for aid?
	
	

	All PJ decisions are made according to your institution’s policies & procedures?  
	
	

	Where are procedures for PJ and Dependency Overrides kept?
	N/A
	


*Effective July 1, 2009, the CCRAA provides additional guidance to financial aid administrators by providing three examples of special circumstances that may be considered as factors in making an adjustment to the expected family contribution (EFC) calculation or to the cost of attendance.  The examples are:  The loss of employment of an independent student, cases where a family member is a dislocated worker, or cases were a change in the student’s housing status results in homelessness. 
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