Reporting & Reconciling Activity # 2

Dependency Overrides & Professional Judgment


Introduction: An aid administrator may use professional judgment, only on a case-by-case basis, to change a dependent student’s status to independent (dependency override), or to increase or decrease one or more of the data elements used to calculate the EFC.  

Professional Judgment: Because the statute 479A(a) states that nothing within it shall be construed as limiting the authority of aid administrators to make data adjustments for some situations, ED does not provide guidance on what constitutes an appropriate adjustment. However, the most recent reauthorization (1998) added some examples of special circumstances, such as elementary or secondary school tuition, medical or dental expenses not covered by insurance, unusually high childcare costs, recent unemployment of a family member, or other changes in the family’s income or assets.  Use of professional judgment is neither limited to those situations mentioned, nor required in those situations.  The reason for the professional judgment decision must be documented in the student’s file and it must relate to that student’s special circumstances that differentiate the individual student (not to conditions that exist for a whole class of students).

Dependency Overrides: The Higher Education Amendments of 1992 resulted in a shift in concept in the definition of an independent student.  Prior to 1992, the definition of an independent student included criteria such as whether the student lived with his or her parents and whether the student was claimed on the parent’s tax return.  Those questions helped determine the student’s actual relationship with his or her parents.  Other questions, such as whether the student had earnings above a certain amount, attempted to determine if the student had sufficient resources to support a claim of independency.  The current statutory construction changed the nature of the dependency question from these concepts to one in which certain students, because of specified characteristics of their life situation, are students for whom parental financial responsibility is no longer assumed for purposes of the federal student aid programs. Currently, Section 480(d) of the Higher Education Act of 1965, as amended (HEA), defines an independent student as someone who fits into one or more of six specific categories. Under these categories, a student is independent if he or she is 24 years of age or older by December 31 of the award year, is an orphan or ward of the court or was a ward of the court until the individual reached the age of 18, is a veteran of the Armed Forces of the United States, is a graduate or professional student, is a married individual, or has legal dependents other than a spouse. An individual who does not otherwise qualify as an independent under one of these six categories may be considered independent under the provision of section 480(d)(7) of the HEA.  Under that provision, a student is considered to be an independent student if he or she “is a student for whom a financial aid administrator makes a documented determination of independence by reason of other unusual circumstances.”  We call such a determination by a financial aid administrator a “dependency override.”  Since its enactment, the Department has read this provision to mean unusual circumstances that make it inappropriate to expect a parental contribution for the student.  Section 487(d) provides financial aid administrators with great latitude in determining what constitute unusual circumstances.  However, the Application and Verification Guide (AVG) has identified four conditions that, individually or in combination, do not qualify as “unusual circumstances” or that do not merit a dependency override.  Please see the first link under the resources below:

Resources for Professional Judgment and Dependency Overrides: 2003-04 FSA Handbook, AVG, pages 28 through 29 and pages 62 through 63, DCL GEN-03-07
Activity 1:  Pull out your policies and procedures on professional judgment and dependency overrides. Complete the attached worksheet.

Activity 2: Pull a sample of 10 students, for those student records that were selected for Professional Judgment AND select 10 student records of those selected for dependency overrides.  Complete the attached worksheet for each student in your sample.
THE WORKSHEETS ARE AVAILABLE ON NEXT PAGE. 

Activity 1: Policies and Procedures

Review your institution’s policies and procedures for granting dependency overrides and other Professional Judgment decisions.  Use the worksheet below to help ensure that the policies and procedures are consistent with the Department’s existing guidance and documentation requirements. 

If your institution found deficiencies in any areas, please complete the Management Enhancement Worksheet to explain the school's plan to correct any problems noted.
	Requirement
	Yes/No 
	What is the school’s procedure for this requirement

	If a dependency override decision is made for a student, the institution does NOT make the decision using any of the four examples listed in the 2003-04 FSA Handbook, AVG, pages 28 through 29   (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 makes it’s own determination and does not make any PJ decisions based on a decision made by an institution 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
	


Activity 2: File Review

Pull a sample of 10 students for those student records that were selected for Professional Judgment AND select 10 student records of those selected for dependency overrides. Complete this worksheet (2 pages in length) for each student.

Often times, a decision can be made and the aid administrator has no documentation to support the decision.  The purpose of this activity is to check those students in a given award year whom your school applied dependency overrides or other professional judgment decisions.  Completion of this activity allows schools to “spot check” their Dependency Override and other PJ decisions to ensure that the decision was made within the intent of the law and was properly documented.  It does not ensure that the decision made by the school is in compliance.

Student Name: __________________________________
SSN: _______________________

Award Year Reviewed: ______
Student Selected for Verification?  Yes____ No____
Verification completed for this student?  Yes___ No___ N/A___

If not selected for verification, did you verify the student record prior to making a Professional Judgment or Dependency override decision? _____Yes, _____No.

Student’s Initial EFC ______ EFC used to pay this student: ______

Student Need ________ Total Aid Received: _______

Please check the appropriate use of Professional judgment for this student:

· Change dependent students status to Independent (Dependency Override)

· Altered Data elements used to calculate the EFC.

· Adjusted the Cost of Attendance for the student
Worksheet continued on next page.

· Was a dependency override made for this student?  Yes___ No___ If Yes, the school did NOT make the decision using any of the four examples listed in the 2003-04 FSA Handbook, AVG, pages 28 through 29?  Yes___ No___

· Is the reason for professional judgment documented and on a case-by-case basis?  Yes___ No___ What was the documentation?

· Is the documentation related to the student’s special circumstances that differentiate the individual student (not to conditions that may exist for a whole class of students)?  Yes___ No___

· Is the documentation contained in the student’s file?  Yes___ No___

· Did 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?   Yes___ No___

· Did the institution resolve all inconsistent or conflicting information for the student before exercising PJ? Yes___ No___

· The institution made it’s own determination and did not make this PJ decision based on a decision made by a school previously attended by the student or that the student applied for aid?  Yes___ No___

· If the student attended more than one academic year, did the institution make a determination of any PJ decision annually?  Yes___ No___

· The school followed it’s own PJ policies and procedures when making the determination for this student?  Yes___ No___

Questions/Comments concerning the decision made for this student:

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.
