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Welcome to the quality assurance school meeting with Jeff Baker. All participants will be in a listen-only mode for the duration of the call. I will now turn the meeting over to Ann. You may begin. 



Thank you. Welcome, everyone, to our QA program meeting with Jeff Baker. My name is Anne Tuccillo and we're very happy that Jeff will be joining us. I would like to acknowledge those on the QA team joining us on the call. Our Director, Barbara Mroz, Holly Langer-Evans in our Boston Regional Office, Michael Cagle in our Seattle region, Warren Farr and David Rhodes who work with me in the DC office. Holly and Mike will be facilitating the questions today, and they will be monitoring them from their PC's in their offices. Now let me turn it over to Jeff Baker.
Thanks, Ann. Thanks, everyone, here in the Department and over 130 of you folks out at the schools for joining us today. Good afternoon and good morning for some of you on the West Coast. Thanks for the opportunity for us to share some information with you on a couple of real important topics to us, and I assume to you folks as well. Let’s review where we may be going on verification and the negotiated rule making process. The negotiated rule making process is winding down at least the first stage and moving to an NPRM and then not unrelated the issue about our new IRS data retrieval with FAFSA on the web and many of are you familiar with that and have seen presentations and perhaps had students who used it. 



I will take you through that and bring the two together and respond to any questions and we're going to ask for help from schools, particularly the quality assurance schools on doing some evaluations on the IRS data retrieval process. Mike, let’s go to the next slide. 



The negotiated rule making process began almost a year ago with public federal register notices and public hearings. The office of post secondary education is putting together a package which is being called the integrity package, program integrity, and it will include a lot of items having to do with making sure our programs are run well. It went through the negotiated rule making process which as you know includes representatives from all over the communities that might be affected. Our attempt is to negotiate in good faith which we think we did, and to reach consensus on a set of regulatory changes that would be included in a notice of proposed rulemaking that we would publish and then get public comment and perhaps make any changes. 

Unfortunately and for reasons having nothing to do with verification, we did not reach consensus on this package. We still intend to publish an NPRM hopefully before mid- to late May with a comment period over the summer with a 30 to 45 days for response and then review the comments and come up with final rules to be published before November 1, 2010, and under the master calendar rules we publish by the first of the year become effective the following award year. 


Verification was one of the issues, and frankly was one of our proposals which met with a lot of good response from the community. They gave us good ideas. They directed us where we were may be moving in the wrong direction a little bit and made suggestions. The next few slides are going to provide at a very high level and of course you will see them when the NPRMs are published, the discussion and the actual wording, of what we have proposed -- what we're likely to propose. I have to be careful of my language here. Until it is published it is not published. We're likely to propose verification. Some are not, wows, just normal things like the first one we see on the slide  ‘codify the current policy which is not in regulation that is before a school exercises professional judgment’, if a student has been selected for verification, you have to go through verification first. It was a little controversial and interesting at the negotiated rule making table, but at the end of the day the committee and we all thought that it really makes more sense to have the correct verified information before a school can make a judgment as to whether to change something or not. We'll see what kind of responses we get. 



We're also proposing to eliminate the 30% cap. Those of you who have been around awhile might recall that 15 or 20 years ago the cap, this is an institutional cap that a school did not have to verify more than 30% of its applicants, that was in statute. It came out of the statute in the 1980s, but we left it in the regulations. We're proposing now to take it out. We believe that if we select a person, a student for verification, it is for good reason, having to do with a very sophisticated statistical risk model. If that risk is there for that student or likely to be there according to the model, that student's data should be verified without regard that they happen to be going to a school that has already  met their 30% cap or happen to be going to a school that even pays attention to this 30% cap. We're looking for correct information regardless of where the student attends school. We'll probably get a fair number of comments on that and have to make the ultimate decision. 



By the way, most schools do not use the 30% cap. They verify at least everyone that we select. Some schools a lot more, and of course your QA model is a whole different thing.  We're just going to make sure that it is clear that schools can always select additional ISIR records in addition to those selected by the department, so we're not going to change any of that. 



We are going to propose a change to when you need to reprocess an ISIR. -  Currently the regulations say if under verification or for any other reason data items change that will impact the eligibility of a student for federal Pell grant and the amount of that grant, that those changes must be sent through our central processing system, but that if they don't affect the Pell grant, if they only affect the loan programs or campus based programs, they do not have to go through the CPS. We're going to propose that all changes be made to the ISIR and reprocessed through the CPS. 



The background of this is when those rules were originally written, it was a bit of a let’s run things through the CPS. It required either the student or the school to fill out the paper copy of the student aid report - part 3 or whatever section of the student aid report that required a change. If you go back years ago the form was not easy and still isn't the best form in the world but we're into an electronic world now, and making a correction by a school using FAA access to CPS technology or any other electronic  is not a big deal. 

In order to have proper information, correct information, in order to have information in the system that can be used for renewal application, these are all very, very important reasons to make sure not only is the student awarded properly but our systems know the numbers that made a student eligible. 



Next slide, please. Now, I probably should have put this top on and on a separate page because this is a big deal. I am going to take a few seconds at least to explain and give you a little background. None of this should be surprising, but just to remind people. As I said, in selecting people for verification, it is a very sophisticated statistical analysis, a risk model. It takes into account all kinds of things on the FAFSA application. When we do determine that a person should be verified, though, we flag them for verification with the asterisk and the codes and so on and the regulations kick in and these five items and only these five items must be verified, adjusted gross income, taxes paid, some untaxed income, number in-house hold, number in college. It struck us if the risk model is as sophisticated as we think it is, and if it can get better, maybe it isn't in AGI and taxes paid, maybe that works, but there is a little bit of a problem with the number in-house hold or number in college. It is not as simple as this but the obvious thing is what do you mean you have six in the household and all six are going to college? That couldn't be because of parents but something like that. It is more sophisticated than that. 
The other thing we have is that not only might it not be appropriate, necessary and too burdensome to have all five of those things verified when we only have a concern with one or two of those items. What about the items that help determine a student's eligibility not in the current verification?  Thanks to the ever increasing definitions of what makes a student independent, we're not making a judgment, and in fact personally I think that people who are for instance emancipated from the parents, it is usually for a serious situation and the Congress felt the need to deal with that and homeless people., 

Similarly, things that make a student eligible for automatic zero EFC calculation or simplified needs test, like the federal means tested benefit program, food stamps, SSI, TANF, whatever, maybe that should be verified. The definition is going to be any item on the FAFSA that is used to determine the student's eligibility for federal student aid, not limited to those five, and we would use an analysis that would select just the 1, 2, 3, 4, 5, and I suppose it could be 8, 9, or 10 item that is we want this student to verify. The school would verify for one student 1 or 2 and another 3and 4. The commitment in the preamble to the regulation will be if we finalize it this way. We will publish in the federal register approximately a year in advance before the processing year starts and the list of items that we may select and what the required documentation would be for each of those items. 



Currently the way the proposed rule is written, the common things, the five common things we cleaned up the acceptable documentation and they're there already in regulation, but if, for example, in a particular year we said we're going to start checking claims of independence based upon emancipation, we would include in the federal register notice what kinds of documents the school would have to get and the student would have to provide to support that and to make that issue to that item to be considered verified. 

This is a big change. We will select students using the statistical analysis, but we won't say it is all or none. It will be some items for some students and other items for some, fewer items for some students and more items for others. 



We are loosening up a little bit and providing more flexibility on interim disbursements. Not many schools make interim disbursements, disbursements you can make before verification is complete. The way they're written now is you can make the interim disbursement unless you have reason to believe that the information differs. You could be in a situation, the school could be in a situation where they did verification, realized that it is going to change, but they still would like to do an interim disbursement because the student needs the money today, and it is going to take another two or three days. That's okay. We would allow that under the proposed rule if it becomes final. The school of course does incur some risk if the student ends up not being eligible for all of that. 



We will put some coding in the rule about the data retrieval system. This is a little overstated on the slide. What we're really doing here is saying in the list of acceptable documentation for adjusted gross income and taxes paid, which are copies of the tax returns, a transcript from the IRS, we will add to that, and I have to get the exact wording. We will add to that information that came -- unchanged information that came to the CPS from the internal revenue service, so it kind of becomes a document that satisfies the verification requirement and this is where it gets wrapped into our next topic. 



So I think those are the major things that you can look for when you see the proposed rule making on all of these integrity issues, and there is a lot of others in there that are important to schools and schools should be paying attention to, and the conversation today is about verification. 



Mike and Holly, if we have questions on this, we can try to spend a few more minutes on that. 



Question: . A school would like to know if you do a PJ on a student, you must verify that record regardless of whether or not they were selected for verification? 

No, that's not what I hope I was saying. Can we go back, Holly? Can we go back a slide? 
Answer:

If a student is selected for verification but you're also thinking about doing a professional judgment on that student, you have to complete verification before you just send in the changes resulting from professional judgment. It is an ordering thing because now this is as I said a lot of conversation. We'll see how we end up in the final rule. The position here would be in order for a school to be making a valid assessment of whether they should change -- remember, this professional judgment is changing a data item. They need to know from what they're changing it. Right? They just can't be looking at the information that was originally provided on the FAFSA if it was selected for verification. Again statistically, not saying any particular student, but statistically that data item you're thinking of changing adjusted gross income, taxes paid, number in the household might be wrong, let's get it correct, and then you exercise your professional judgment. 



Question:  Regardless of selecting students for verification based upon a receipt of food stamps, etc, will they select all students or percentage of students? What are we kind of thinking about the selection process? We don't know what the risk formula is. 

Answer: Right. It is all going to be upon a risk analysis. It is neither going to be all students who said that they were getting food stamps nor is it going to be random or nor will it be we do it for 22% or something. We run the risk model. The risk model is based upon looking at historical data and correction activity in the past and actually correction activity as recent -- we do an update of the risk model just before start up in January to tweak it a little bit. So the question is not what percentage or everybody or no one, the question is did a particular applicant hit a risk model trigger for that item? To be fair and honest, because we're moving -- if this goes through, this will be for the '11 and '12 year, the first year and maybe the first two we won't have a lot of history because we have to develop this. It is going to be the best we can. The concept is not a quota or percentage or everyone. 



Question: I am getting a lot of questions for the verification process itself, which I can get back-to-schools at a later time. I am not sure if this is the forum for that. One of the things I am curious is if  they have questions about  how the verification or the changes in the verification might impact the program, so I am curious to see if we can get those type of question from our QA schools because some of these questions on verification are still not final.
Answer: Right. A couple of times Barbara or somebody can weigh in. This is not a proposed rule yet although I am pretty certain we're going to see it this way, so it would be for '11-12 which is in some ways even though we're in '10 it is just around the corner in terms of developing a QA model and the reporting schools and all of that stuff. There is a fair amount of work that the team here and federal student aid and the quality assurance schools will have to work on to modify these kinds of things for additional data items and to provide valuable information. 



I don't know if you know this, but in this risk assessment model, the statistical model I am talking about, we use a number of things. The historical record as I said looking at the CPS and the correction activity, the data we get from our IRS statistical studies and looking at the QA results, the results that come in from the quality assurance program, all of it is built in and the statisticians are smarter than I am and figure out how to weight that and the regression analysis and so on. We will want to continue to do that with the QA schools as we go into these New Directions. 



Question: Would the QA school still be able to create their own verification model?   Is that going to change? 

I think it is a little premature, but let me be careful here. Please do not read into what I am about to say anything more than literally the way I am saying it. I think it is premature to have that discussion because we haven't had it yet and don't have the rule yet. The reason I gave the caveat is often times when somebody says that, they think he is really saying no and doesn't to want say it yet. We have not had the discussion. We value very much the QA program in terms of how it can assist students in the schools, the QA schools, but frankly the data we get to help these determinations, we need to stay on top of it and I think the program will start looking into this as soon as we get a little more assurance that we're going to move in this direction. Barbara is nodding her head yes. 

We're going to go into the data retrieval now but certainly if you have questions back in the verification and you will see how they come together, we'll probably have more questions, and I think we have enough time for that. 



Let's go to the next slide. Here too let me give you background on this. Some of you I know have heard this from other people including me going around and making presentations. We have worked for a very long time with the IRS and department of Treasury in trying to do some kind of data share. Even with the legislation changes and the changes in the higher education act we were never able to do it. We take their job very seriously about tax collecting and privacy of our information as tax filers, and today is an interesting day to be talking about that. As soon as I get out I have to go home and file my taxes. 



What we have been talking about for years is a concept about consent. In the IRS world consent is where the tax filer and they call them tax filers, not taxpayers. I thought that was interesting. They call them tax filers where they give consent to the internal revenue service to have the internal revenue service provide the tax information on the tax filer to a third party. Many of us had to do that when we were financing a home or refinancing a home or some other kind of credit activity. For some people they have to do that when they're getting a job if there is a clearance process, a security clearance or financial clearance. There is any number of reasons why people would be asking the internal revenue service to give a third party their tax information. A tax filer can also use that same process to send to themselves, but it is consent to release to a third party. That's what we thought we were going to try to do. We're not. Some people more brilliant than me -- figured out what we should do here is change this to be a process where the tax filer is requesting of the IRS that the IRS send to the tax filer his or her own tax information, not sending it to us. 



You will see how that works in a minute. It is not consent. It is also totally voluntary on the part of our FAFSA applicant. It will allow some applicants, who are filing, and this is all FAFSA on the web, and in a little bit I will talk about corrections on the web and if they choose to go to the IRS and get the information and have it loaded automatically in the FAFSA. You will see what I am talking about- it is a retrieval mechanism. 



The next slide shows you roughly what happens. When the applicant, whether it be the parent of a dependent student or the student herself, the dependent student herself, or of course the independent student gets to the point in the application, the FAFSA on the web, which by the way I think you all know this, 95% of our applicants file their FAFSAs using FAFSA on the web. They're presented with a screen that looks something like this and says you can link if you want to the IRS and go and get the information that we're about to ask you, but you don't have to. If you don't want to do this, skip this. It is a preview at the bottom, and go back and fill in the items the old-fashioned way, typing in the taxes paid and all of that stuff. 

If you like the link to the IRS, put in your pin. We will do another verification and make sure we're talking to the right person and click link to the IRS. Then the person will be taken to the next slide if you would. 
At the very bottom you notice it says link to the IRS. That's different than you see in most websites where you're in the same process and you say next or continue or something like that. This is purposely done this way. They're not continuing on the FAFSA on the web. They're not doing the next page on the FAFSA on the web. They're linking to the internal revenue service. They click on that and go to the next slide and see that it is an IRS slide and doesn't look like ours and it is not supposed to and doesn't have our colors and logos. 

Any time the tax filer can decide not to continue with this. If they do, they go back and fill it out the old-fashioned way. If they want to continue we pre-fill the screen with the student's name, the tax filer's, either the student or the parent, name, Social Security number, date of birth. They have to put in the address and it is the address that they use to file their last year's tax return, and they have to put in their filing status, the very last line, that's married, filing jointly, married filing separately, single, head of household. 



Those items are used to make sure as authentication by the IRS we're getting the right set of data. If they continue they hit the submit button. Still on the IRS site, the data comes back automatically and quickly. Not only did they come back, they used the titles we use and the question number that is used in the FAFSA. Still not on the FAFSA, still on the IRS, but they see factually the information this system went and got from the tax return and where it will go on the FAFSA if they want it to. 



You have all of the disclaimers on the bottom. They can decide not to and log out and they go right back to the FAFSA on the web or they could transfer. If they hit transfer now, we go to the next slide. Back on our site now because they agreed to do that. You see what happened is it wasn't the IRS releasing information to the Department of Education. It was releasing information to the tax filer who then decides what to do with it. 



This person did it. So should we get this screen, you successfully transferred your 2008 IRS tax information, gives a little background on that, and then each slide, each question on the FAFSA on the web, we don't have them here, would show the data filled in and indicator that it came from the internal revenue service.  



That's how it works and we brought it up in January and will talk about timing in a minute. It is possible that the person never used this process and just keyed in the information themselves. It is possible that they started this process but didn't go all the way including going and getting the IRS information but went and got it and didn't like it so they did not transfer it in. That's okay. So they keyed it in themselves or it is possible they went all the way and transferred it in and then changed it before they submitted the FAFSA. Or they did not change it before they submitted the FAFSA but they changed it on a subsequent in a correction. 

We're going to set codes in the CPS, comment codes for this year and for '09, '10 and different kinds of flags for '10, '11 and beyond telling the student and the school whether this information came from the IRS and if so. Let me show you the next slide. 



These are the values that will show up. We're not going to go through them all. You see the IRS data for the student or the parent, whichever we're talking about because they're two different processes, by the way, the student could decide to do it and the student not and the student could decide to do it and the parent not. 



Now we get to the verification. Can we go back? I know it is tricky. Can we go back to the earlier slide that I skipped? It is at the very beginning, the second or third slide. We have the flags. We need to do an evaluation of this. The question has been asked, it is an obvious question, schools have asked and other folks have asked and it will get asked in the response to the NPRM. Does this mean we don't have to verify these people? Does it mean you won't be selecting these people for verification because they went through this? What's likely to happen the first year or two is that especially with when the new rules come in is that we may or may not select these items for verification based upon our earlier discussion of the risk analysis, but if we do and the school has the information with the 02, it is verified. That's the item I said we were going to change. It is verified. It may lead to why do you ask for the items if it came in that way, but we have to think that through more carefully. 



We can't do that and not doing it for '09 and '10 and not for '10 and '11 and whether we do it for '11 -'12 depends on how we evaluate this. We have to be very careful we do it right. In the worst case, and there is no reason to expect this is going to happen, we have to make sure the system works right, that the right identifiers are going in and we're not going and getting somebody else's tax information. That is unlikely to happen but things happen in the system. 



We also know at least two instances where the information from the IRS even though it wasn't changed is not -- will not be the same as what's on the tax return. One is married filing separately. We have to find a way to fix that problem because if the married student or married parent goes in and does this, they're going to get the tax return and if they're married filing separately, and there is only 3 or 4% of them nationally that file that way, but if they did, we're only going to get half the income. We couldn't possibly say, oh, it is automatically verified. 



We think we have an operational way with the IRS to fix that one. The other one we're aware of is that the IRS when they get any of our tax returns, they check out the arithmetic, particularly the tax liability, and those of you who have done your tax return or tried to understand it or in school you have a little maybe special training on it know that it is in some ways a little complex. You have to not only go through the whole calculation of your income and adjusted gross income and exemptions and deductions and all of that stuff, but then you get to the thing where it says if your income is below this, go to the tax table, if it is above this, go to the other table, which is 32% of the amount up to this and 32% above that and all of that stuff. People make mistakes on that. The IRS doesn't. At least they won't acknowledge they do. 

What happens is the IRS information is going to be different than the tax return that the applicant filed. In that example it is correct, and in fact the copy of the tax return the tax filer had is incorrect. We never had a way to understand that or know that until now. We have to wrestle with that and figure out what we're going to do about that. 



There could be other things we're not aware of. We'll come back to this when we finish up this discussion in a little bit about data retrieval. We're going to ask schools and hopefully a number of quality assurance schools will agree to participate, but we need some others as well, and our friends here Barbara and her team are going to kind of coordinate this, is find a way for our schools to help us validate and evaluate this new process because it is so dramatic and so new. 



Something along the lines, and we're just playing and have templates we're working on, something along the lines of you received an ISIR for a student selected for verification and also went through this IRS retrieval. The data came back with a two and because we hadn't changed the rules you got a copy of the tax return and in QA it is a little different but I am thinking generally. You get them eventually or sometimes many more of them, but you got a copy of the tax return and was it different than what came from the IRS that was supposed to be perfect and wonderful and correct? If it wasn't different, if it was exactly the same, that's great and hopefully very high percentage will turn out to be that way. If one or more of the items were different, can you figure out why? Maybe it is because of the two or three things I mentioned. They just added up the three items and made a mistake on the tax return. There will be less and less of that as more and more people use software or tax preparers, but it still exists. More importantly is what was the reason why you have a tax return that shows one amount but the IRS says it is a different amount? How did you resolve that with the student? That will help inform us about if we have to fix some things, if we have to, say, well this counts for verification in these cases and we can define them or if we can get to the point to say if it came from the IRS it is verified. We're going to ask for some clarification in this meeting and try to answer some of your questions, but the team will follow up with schools to see if they would like to participate in this. We're hoping it is not a lot more work. We think it is not a lot more work than you may be doing now. 



Can we go back to where we were towards the end? It will say implementation schedule. I alluded to this a little bit. This data retrieval does not resolve the problem of the tax year and the tax filing year being not in concert with the FAFSA and the FAFSA filing year. For example, for '09- '10, the year just about over, that's based upon 2008 income. We brought this system up for the '09 - '10 year looking at 2008 income in January. The only reason it was in January is because it was brand new. 



Our plan for '10 -11, the year we're in now, we have been accepting FAFSAs and people have been filing for almost five months now, almost four months now, we expect to bring up in July, and that's because the IRS has to gather all of the information on all the tax return that is we all file and put them in a data set so that this system can access and get the information. 



It mean that is for this first year in '09 - '10 there were only about mostly applications in of course by January, but we still get 2 to 3 million after that, and there has been several hundred thousand, I think 300 or 400,000 people utilized this even since January, and when we start the '10 - '11 one in the summer, we get about 60% of our applications in by the time you get to July or so, but that leaves 40% which will probably be 4 to 6 million. We're going to be doing over 20 million FAFSAs this year. All of those people could benefit from this. 



Then when we get to '11 - '12 we're pretty close to nailing this down, but the IRS has said, you know, if they file electronically their taxes, and by definition they're filing the FAFSA electronically, we can have this available from the day we start up the system, the FAFSA system. There won't be any tax information on January 1st and probably not even until early to mid-February, but as tax returns start coming in electronically, not necessarily real-time but probably 48 or 72 hours after the electronic tax return is filed and maybe 10 to 15 days after a paper return is filed, the data will be there, even if it is in February or March or April and all of those applicants could utilize this. 



A couple more and we'll see what kind of questions that you have. Under construction, next slide, please. I mentioned the tax filing status and that's mostly a problem because of the married filing separately and we'll try to fix that. We're also confident we're going to be able to build this in with corrections on the web. Not only will this be available to a FAFSA applicant or parent when they're filling out the initial FAFSA, but if they go to corrections on the web, they'll get the same thing if they're interested in making corrections on one of the item that is comes from the tax return. 



We can envision a situation where even if the person could not utilize it because they filed the FAFSA in February because of early deadlines or March or certainly before they file the taxes, that they could go back -- they would go back in after they file the taxes and using corrections on the web get the same kind of information. That would be particularly valuable if they were selected for verification and just off the top of my head I can see schools communicating with students and saying something along the lines, especially if it is after April 15th that, congratulations, you have been selected for verification. We need to verify information including your adjusted gross income and taxes paid and whatever else. You can do that by submitting to us a copy of you or your parent's tax return or you can go to corrections on the web and do it automatically and that will speed up the process and make it much quicker. It will certainly save a lot of time at the school. 



We could not require that because this is voluntary but we could encourage that dramatically. I think down the line in a couple more years we wouldn't even make it as sloppy as you have to go to corrections on the web and find the right item, we would have a home page as it were that behind it is the same thing but basically I want to go to this page to go get my IRS information, and you just go there, so it doesn't get confused with other kinds of corrections. 



We're going to work on that. If you change the dates and have this come up in effect as soon as they file the taxes and or allow it to happen with a corrections activity, you get even given the problems the tax years don't match up, you get a situation where the very high percentage of applicants can have correct information coming from the IRS and to meet all kinds of requirements including verification. We will have Spanish language I think for the upcoming year. 



That's the IRS data retrieval. 



We have a couple of questions on the retrieval process. Is this a good time? 



Absolutely. 



We get a number of parents filing head of household but are married. How would the retrieval be handled?



They will still be able to do this. When we get the status fixed, similar to the question I had about single filing jointly, we'll know the filing status. Now, if they indicate married filing jointly, we don't have that on the FAFSA so let me sort that out a bit. The only way that would come up is we had a married, probably a parent who said they were married and actually was head of household, and that would still be the parent's tax return. I am not sure what the problem is. I might be missing it, and the numbers should be the same, be correct. I think this question has to do with some frustration that schools have about resolving that conflict and frankly I am not sure that's hard to resolve that conflict. 



If they indicate that they're married, they should not -- as I understand the IRS rules, they should not be filing a tax return as single head of household, and so if the school gets a single head of household tax return, either that's wrong or the FAFSA has to be corrected that this person is single. That's another kind of question which if we have to deal with we can follow up but in terms of the data retrieval, I don't think it causes the same problem as married filing separately. 



Okay. The next question is even if the IRS has a date upon filing is there a timeframe for the IRS to have the validated -- the IRS to have validated the returns? Is there a timeframe to make sure the IRS validates the return? 



Let me see if I can see what the question is. The IRS would not make the data available unless it went through -- if you mean checking the arithmetic and all of that, they wouldn't make it available until they have done that. If we mean the IRS is going through the more thorough review and looking electronically with the magic computers or people or whatever they do, looking at W-2's and schedules and exhibits and all of that, no, no we're not going to wait for that and none of that is needed. 



We will be faced with similar challenges we have now with paper tax returns turned into us by families. They may be wrong. I already gave you an example where they did the arithmetic wrong and we don't expect schools to recalculate the taxes for everybody. This will mitigate if not eliminate that. We know that we have some people turning in their tax return and filing an amended one. This doesn't solve that, doesn't make it any better or worse. We know that there might be a problem later about that the W-2's didn't match up or had a problem with they didn't submit the schedule that supported this business loss or something. We have that problem now, and this would not make it any worse, and perhaps make it a little bit better. 



I think I am grasping the nature of the question, and in terms of validation if we mean that they have done the arithmetic checking, yes. If they mean anything beyond that, no, but I don't think it puts us in any worse position than we are now. 



The next question is the problem is -- let me go right up here. I am sorry. My Q&A is giving me a problem here. Do we still need to get income from individual parents and married students, spouses for income for questions about earned income for calculating FICA and working cost expense allowance? 



We're talking about verification, and the verification regulations do not require income from work to be verified. By definition it is not available. It is not a verification issue. School sometimes want to get that information or they see an issue and this isn't going to help that one way or another, but it doesn't really get in the way I don't think. If the person does not have an AGI because they didn't file taxes, our system does use income earned from work and not only for the FICA and the employment allowance which is done for everyone but also as a surrogate, the total income from work for both people if there are two is used as a surrogate for AGI for purposes of just available income, discretionary income and all of that, but in terms of getting it from the IRS and in terms of verification, I don't think it is an issue. 



So the retrieval process, people want to know, can it be used in lieu of verifying and what about verifying data not on the tax returns? Do they still need to verify paper? At what point in time does verification change so we're not verifying the same items as we currently are today? 



We need to review where we have been. All right? If the new regulations go into effect for '11 and '12, there will be any number of items theoretically and please don't freak out on this theoretically up to 20 or 30 that could be chosen for verification. That is not going to happen. In a particular student it is more likely going to be three, five, maybe six or seven, and they will always include the five that we have now, AGI, taxes paid, untaxed income, and when I say always include, the billing list will always include them. A particular student may not have any of those chosen or just a couple of them. To be honest, AGI and taxes will probably always be paired together because it doesn't make sense to do one and not the other. 



Remember that. Verification is not going to change except maybe more items may need to be verified but each student will have his own personal custom made verification request. It won't be all of them. As we said, we think we can get to the point where if the information came from the IRS and was not changed, that code 02, that that will meet the verification requirement, but as we said we're not there yet. Certainly not for the '09 - '10 year going on now and not for the '10-11 year that you're all working on now anyway. It is likely when the regulations change and when we do this evaluation which we're going to ask for your help, that we can get to the point where we say it is verified if it came from that or down the line not select those items, why bother selecting those items, and in terms of information beyond what's required, schools can do whatever they want in terms of verifying assets, no requirement to verify assets. Frankly I am not sure why that's done for federal student aid, but schools can do that, income from work, number in-house hold, number in college is never going to be able to be obtained from the IRS, so to the extent that's on any particular student's verification list, yeah, you would have to get that. Maybe when we get smarter we can figure out a way to build that in the front end of the FAFSA, lifting these people, that's always intrigued me to list the people, and their relationship, but verification right now is just the items that is included. I don't know if that was responsive or not, Holly, from the way the question was phrased. 



I hope so. One of the questions that keeps coming back to me is that schools still aren't quite sure what all of these changes to verification mean to them as QA. I am getting a lot of what will happen with how will a school verify its QA, and they're very specific to the program. I am not sure if you could address for folks what do all of these changes in 2011-12 and changes to verification mean to them and their program? 



I think that's similar to the early one, and we really -- we can hypothesize and play around a little bit, but I think as I said it is premature. We have to understand what this is. The most important thing to me over the next several months is do this evaluation of the data retrieval. This is all tied into this. The rules that might change in the data retrieval if the data retrieval turns out and this won't happen, to be a total bust, we're in a whole different ball game. If it is pretty good or very good, we have to figure out why it is not much better. My guess is it is going to be very, very good with a couple exceptions, and we just have to decide what we do about that. Until we get a sense of that, and some other things, I think we can't sort out, I am 100% confident that there is will continue to be a significant role for quality assurance program and for the schools that are in it and others that would like to get in to continue onto making sure we assure quality. 



Whether we can expand that to other areas, whether it is just about verification, we don't know. It is going to be there, and if we can make life easier by data retrieval for all students and schools and our QA people are willing to shift their emphasis a little bit, that's great. We'll just have to wait and see. 



I still have more specific verification questions. Do you want me to put them out there? 



Sure. 



Many schools collect W-2 forms to document other untaxed income with the IRS data retrieval process this information is not available. Do we assume the FAFSA is accurately completed or do we need to collect the W-2 forms? 



A couple of comments on that. One reason why it doesn't come from the IRS, won't come from the IRS in this process and I don't know if you know this or not but the IRS does not have your W-2 information in their master file for months and months and months after your employer sends it to them. It is operationally not going to happen. We need to only deal with our rules, and schools don't want us to get into their business. I don't know why off the top of my head why a school would request W-2's, and there are exceptions about if you can't break down the income, you know, for married they were married when they filed the tax return and not married now, I understand that. Anything beyond that, maybe one or two I can't think of, but it is not required. W-2s are about earnings and some pension stuff on there and Anne is reminding me and those are not things we require. 



Right. The QA schools tend to go above and beyond what's required whether or not it means more or less work. Some of our schools found that collecting W-2 information has made significant impacts on EFC therefore they go forward. 



Absolutely. I think that's a good example of why the QA program is important to continue that kind of analysis to see if we need to make further changes in the regulations, processes, or even ultimately in legislation about this. I have no problem with all of that going on. It is not going to come from the IRS. 



Okay. The next question is when can we expect the NPRM to come out and the '10-11 to be made of all the handbook pieces to be made available? 



The NPRM as I said earlier hopefully in just a few weeks hopefully no later than the end of May, but we're hopeful around here and sometimes you don't always get it if there is other things going on. It goes to as you would expect a significant amount of clearance and cost assessment and that's in the process now at the secretary's office, OGC, other offices in the department and then has to go to OMB and so on and so on. Hopefully get it done within the next few weeks. The handbook is not a topic of this webinar, this conversation, but if Barbara wants to weigh in. 



We're working on a process to streamline, clear and release of the various chapters of the handbook. 



Go ahead, Holly. 



What is the expected -- people trying to get a timeline of when they think it will hit '11-12, so we're anticipating getting everything out so '11-12 can go out with the new changes? 



What's going to hit? 



All the changes in verification. 



Under our master calendar, assume we publish this NPRM and go to the end. Assume it is June 1st, and hopefully it is not that late and let's say we give a 45-day comment period. It takes us to July 15th. We get the comments, we spend and I hope schools understand this. We spend a lot of time on the comments and trying to understand them to categorizing them, determining what the issues are as a staff, OPE folks and our folks in FSA, oh, yeah, we miss that missed that one and we make the changes or we don't. If they're a little bigger policy issue, we have a whole process here where it is vetted up to our senior policy officials including if appropriate the under secretary. Then we have to write it up. That's what would occur in this model. Please don't hold me to the dates, the middle of July to no later than November 1st, and earlier than that because the final rule has to go through the same clearance of all the officers here within the department and OMB before we publish it late act or early November, so I would expect that you will see the NPRM in May. I expect you will see the final rule, however it comes out, in mid- to late October which would mean they go into effect for the '11-12 year. The processing year begins January and the award year begins in July of 11.


Okay. Some folks are concerned about the IRS info, if the IRS info is available and when our students, let's see, still concerned about if the IRS info is available when our students primarily file? Even for this year and we do our QA sample, we have no one who files with the IRS data retrieval if it is not available until late July. That's a comment. 



I think if I am getting that, I think it is a partial function of the school and the nature of the population and when they file FAFSAs. Clearly the January which was a full twelve months from when the FAFSA processing started but still picked up. You may not have any for '09-10, very few the nature of the school which is one reason I said earlier we need to get some quality assurance schools to participate in this evaluation but other schools as well. There are community colleges in the QA program but not a lot. There are few for profit institutions but not a lot. Those are the schools that more likely have later apple applicants who even decide to go to college or family decides to go or older adult coming back-to-school or didn't just get it together, and so we're likely to see a little higher utilization there. 



As we move in for '10-11 which is the July, another two months from now, you should see some increasing numbers who fill out a FAFSA in July and August and after that, but certainly the ones filling it out today it is not going to happen even if they did the taxes six weeks ago. 



If we get corrections on the web, that will change that calculus a bit, and for '11-12 if we really started up at the beginning you will see much higher numbers. You still won't see anybody who for school deadlines or state deadlines or whatever, fills out the FAFSA in January, February, maybe even into March, but don't file the taxes until after that. It is not going to be there. The system can be up and running, IRS ready to go but if they haven't filed their taxes, they haven't filed their taxes. It is why we'll never solve the problem because of the different kinds of different calendars. 



Okay. Just have a comment someone says. They're wondering if the auto Auto Zero EFC, does it really need to be verified at all if parents are not filing it and not required to file? It is just a comment. 



Auto zero not -- 



EFC. I mean, our QA analysis and, David, correct me if I'm wrong, but I don't think, but we're finding zero EFCs even after verification are not changing, so schools were wondering if  they're taking that into account or -- 



Yeah, the model I think I get this, and that's just one example. The model does try to -- when I use the shorthand and partially to save time and partially because I don't fully understand it, but it is a good point to make here. It is not necessarily about risk of the information being reported incorrectly, added to that is would that result in a change of the award, and so to the extent that the model is smart enough and the data are complete enough to get to that level, it should account for the fact that there is a million examples, so even if people who make a family of four who make 27,000 dollars a year, even if they're consistently say that they're making $32,000 a year or $22,000 a year, and it is wrong, and it should have been right, and IRS would get it right, it doesn't change anything. They get a full Pell grant no matter what you do. The model tries to take that into account. The model also has a small percentage, 2.5% of randomness, and that's to control for the model. That's one of the things that happens. 



That's the last of my questions on my queue. 



Okay. I will babble for a minute or two and as people might want to ask some additional questions. What I hope we have done is give you give you a preliminary look at what the notice of proposed rulemaking is likely to look like in terms of verification. You asked a few questions and hopefully we provided clarification. We have been presenting this around the country. We gave an overview of the IRS data retrieval and the mechanics of it which is pretty slick, I think and the challenges of it in terms of the calendar, the startup calendar and also the long-term calendar about tax year and the FAFSA year, some of the things we have to work on in terms of filing status and those kinds of things, moving to corrections on the web which I think will add great value and then see where we're going to go from there. I want to come back to the idea that we will be reaching out to you so you can expect a communication from Barbara's office. No big commitment, just initial question of whether you have some interest in working with us for either the '09-10 process or the '10-11 process once it is going to help us evaluate the IRS data retrieval so on behalf of all students and all schools we can hopefully get to the point where we say that takes care of verification. 



Just to put on another hat that we have and remember I said --, it is about integrity, it is not just that we make it easier and for a person to get through the complex process and that's too bad and we need to make it simpler, but it is also an award should be based on the correct information, so even if people are not selected for verification, they use the IRS and we're confident that it is either flawless or close to perfect, we're making awards on the right information, on the correct numbers, and that's a really good thing. 



Holly, anything else come in? 



No, but I did want to let people know that the questions that you all sent me that were regarding the negotiated rule making process that we really don't know what's going to happen and I really can't answer for you, but I kept them so when that is done I can get the responses back to you at that point and you might know the answer before me, and the second thing is the questions that you asked me on verification that I need to send to a training officer, I will just do that and get back to you. There is a couple of those. Thank you for your patience on that. 



Okay. Anyone else, Barbara, Ann, Mike, anybody want to add anything? 



Nope. 



We're working internally to get some information about the data that we can get retrieved from our system -- to work on this project. 



That's a good point. Let me elaborate on that. I mentioned earlier we're working on a template that schools want to participate with us and what we're hoping, there is a lot of information we will have in our system. We will know that a person went to the IRS, did not change it, had a 02 and one of those items was changed later by a school. So if that to the extent it is one of our volunteer schools, we have done that work for them and the question is why. We don't know that. -- which is right. We will try to mine our data so that the request of the school and the burden on the school is minimal. 



I think we're not anticipating anyone having to do any verification activities. It is mostly research the information that they have. 



The purpose is not to find fault with anything that any of you do -- but just it figure out what schools would do when they're presented with different information from the IRS website and from a paper copy of a tax return which we tell you at the department this is how you document this. 



It is really a study of the process and the system, not to try and catch anyone making a mistake. 



Right. To the extent and I didn't speak to this because I wanted this to be a positive conversation but to the extent that we have some families, some students who are selected for verification and submitting tax returns that are not what they sent to the IRS, this will find that quickly and actually initially I think be a disincentive for anyone to do that. Behind the scenes here there would be an implication, and it is true, that we could check with the IRS, so we're hoping the whole integrity of the program without playing gotcha is about the objectives and sometimes they're contrary but we're going to make sure they're complimentary of making awards on accurate data, but making the process as simple as is possible for our families, particularly kids from low -- students from low income backgrounds and certainly to keep the burden on schools to a minimum. Those are our objectives. Can't always meet them. Sometimes they fight against each other, but that's what we're trying to do. 



Jeff, a question just came in. Should we notify someone if we find the IRS data is not accurate from the retrieval process? 



At this point why don't you hold off until we get back to you. That's kind of the opposite side. There may be a school that for any number of reasons is not going to be able to volunteer in a more formal process but knows a couple of these things, so that's a good point. At least for our quality assurance schools we need to give guidance. We would not make it a requirement but if schools wanted to, like I think this one is asking that question. 



And another good question that came up is for our QA schools if you want to be one of the test schools for the IRS match, how do we sign up? Barbara, how do you want people to let us know? 



At this point I think if you think you will have a level of interest, no commitment, you can send an email with your name and school name to our QA mailbox,  quality.assurance @ ED.gov. 



And if you don't recall send it to the regional rep. A good question. Will the IRS retrieval process ever not be voluntary? 



I doubt it. That gets you to -- that gets you to parsing some legalisms, and I am not a lawyer, between the IRS saying it is not -- the IRS saying you cannot require somebody to release this information and the other side to the Department of Education saying that's fine, you don't have to do it, but you're not getting financial aid unless do you it, and I think we're at least a couple years away from wanting to raise that issue with our friends at the IRS. We can certainly provide some incentives. For example, let me give you one. For example, this is after we're comfortable that it works well. You have been selected for verification. Remember I said when corrections on the web, I could see the school saying we need to verify this, we need your tax information. What I said was you have two choices, you can go to this slick thing we have on corrections on the web and it will be taken care of and done instantly and I am the school and I will get this information over night and we can move ahead and you don't have a hassle. What did I say is or you the family could turn in a copy of the tax return and schools wouldn't say, this, but the reality is that's going to be a hassle for a family a little bit, oh, my God, they forgot to sign it and have to send it back, they sent the parents and put the student's name on it so you don't know who it is, and it came in and I have to evaluate this stuff and backlog and meanwhile have you the tax information sitting around my financial aid office. That's a disincentive. Suppose we moved in the regulations to say that in that case you have been selected for verification, you have to do one or two things, go to corrections on the web and get it directly from the IRS or get an official transcript from the IRS and turn that into us. And we are no longer going to take your copy of the tax return and I am not sure who the other people involved in this decision making would go along with that, but I can see that being the mode. It is not the same as saying it is 100% required but it is darn close. 



Jeff. 



Yes. 



Schools are wondering what years we're looking at for them to analyze for this, and I believe we were looking at '09-10 and I could be wrong. 



Right now it would be '09-10 because that's all it is. We have a couple hundred thousand and at least one school said they had none or not aware of any or whatever, so if schools want to volunteer and if they don't have any, they don't have any, and then when we get to the summer and I don't want to wait too much longer. We want to get going on the '09-10 and when we get to summer and more people start using it for '10-11 during the summer and into the fall, just volunteering for one year doesn't mean you volunteer for the other. 



Remember, folks, the program email was in the use to get into this class today, our QA program mail box, so if you didn't get that down, or, Mike, if you could type that on the slide, that would really help. 



Okay. 



One last question. We sometimes find that parents are required to file an amended return before completing verification. What would be the filing a return to IRS to the info being available for retrieval? 



My understanding at this point, and this may change over next few years, but at this point is this file will not contain amended returns. It doesn't -- now, I don't know -- the question is asked in an interesting way. I am not sure how schools would know that an amended return was required to be filed. 



I don't know. 



Okay. One of the things we might do is bring together a representative group of the QA schools in a focus group conversation to kind of talk a little bit more about this and what our ideas and to remind us of stuff we're missing because I am sure we're missing stuff from the school's perspective so we'll be thinking about doing that as well. 



Just so the first questioner knows that we are following what he is thinking. The filing status was wrong, so that they probably knew the amended tax return had to be done. 



It is probably that same issue of married and head of household. 



Put the right address on the screen right now. You should be able to see it. 



Half of it. 



There you go. I want to thank everyone on the team here but more importantly, the 130 or so of folks who took an hour, hour-and-a-half out of a very busy day I am sure this time of year to join in with us and also a general thanks and appreciation for your efforts as a quality assurance school. Stay tuned and we appreciate all of your help. 



Thank you, Jeff, for taking the time out of your more than busy schedule. 



You're welcome. 



Chatter waiting to end the call.

We just need to thank everyone and conclude today's session and ask for the operator to come back on. 



Press something. 



I did. I pressed star 0. 



Okay. We'll wait until he comes back.[ event concluded ].
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