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				Start Now: 
Becoming Financially Fit

			

			Introduction

			Depending on which survey you read, between 70 and 80 percent of all college-bound high school students were accepted by their first-choice college last year. Except for a handful of schools, selectivity has gone by the board. Nowadays, the problem is not so much getting into college, but paying for it once you are there.

			The cost of a four-year private college education has passed the $250,000 mark at some schools, which is enough to cause even the most affluent of parents to want to sit down and cry. The public Ivies—state schools with excellent reputations—have been raising their tuition even faster than the privates. If there is a bright side to all this it is that there is a great deal of financial aid available—and we are talking billions of dollars.

			At these prices, almost every family now qualifies for some form of assistance. Many parents don’t believe that a family that makes over $150,000 a year, owns their own home, and holds substantial assets could possibly receive financial aid. These days, that family—provided it is presented in the right light—almost certainly does, depending, of course, on the cost of the college in question.

			The college financial aid officer (known in college circles as the FAO) is charged with helping the college to enroll students at just the right price. The FAO does not want to spend more money—or less – than necessary to enroll a student. Let the financial aid officer do his job—believe us, he’s very good at it. But in the meantime, you have to do your job, which is to use the rules of financial aid to maximize your eligibility for financial aid and scholarships.

			Earnings, assets, and tuition prices aside, one fact trumps all: Parents and students who understand how to apply for financial aid get more financial aid. That said, remember that the primary responsibility for financing an education rests with the family. This book is not about shirking your responsibility. It is about using the need- and merit-based policies to maximize your eligibility for aid.

			So let’s be clear: this is not gaming the system. Whether you know it or not, you’ve been contributing to financial aid funds for years. Each April, you pay federal taxes, a piece of which goes straight to the federal student aid programs. You pay state taxes, part of which goes directly to state schools and to provide grant programs for residents attending college in-state. You may even make contributions to the alumni fund-raising campaign at your own college. You have paid all these years so that someone can get a college education, and now is the time when you can lay claim to some of these funds for your own son or daughter.

			10 Financial Aid Myths That Are Holding You Back

			You may have heard a lot of myths about paying for college: that’s to be expected when you’re talking about an act that goes back for centuries. Your father may have had to join the Army to get through state school, and your friend’s smart niece may not have even applied to private universities because there was no way her family could afford it. But, as you’ll learn in this book, none of that is necessarily true.

			
				1. Financial strategies are only for rich people

				Many people think that tax loopholes and financial strategy are only for millionaires. In some ways, they have a point: certainly it is the rich who can reap the greatest benefits.

				But financial aid strategy is for everyone. Whether you are just getting by or are reasonably well off, you still want to maximize your aid eligibility. Parents who understand the rules get the maximum amount of financial aid they are entitled to under the law. No more, and no less.

				2. The best way to get money for college is through obscure scholarships.

				One commonly accepted myth regarding financial aid is that the best way to get money for school is to search for little-known awards that go unclaimed each year. The reality is that such scholarships represent less than 5 percent of all the aid that is available. The biggest pieces of the financial aid pie comes from private colleges themselves and then from funds provided by the federal and state governments.

				3. You won’t qualify for aid if you are not a U.S. citizen.

				Another myth is that you won’t qualify for aid if you are not a U.S. citizen. Certain non-citizens—for example, students who are permanent residents and have a green card—are eligible. In most cases, the parents’ citizenship status is actually not relevant at all. And even international students may qualify for funds provided by colleges themselves.

				4. Every student at a given college pays the same price.

				Going to college is a bit like traveling on an airplane: If you ask the person across the aisle what fare they paid, the answer may be completely different from your own. Some people are paying the full fare for college while others pay far less. That’s why you should never initially rule out a school based on “sticker price.” What your child ends up paying will depend on what your family can afford and what the school can offer.

				5. A school with a lower tuition is always the better deal.

				For some families, it may not cost any more to go to a school with a higher tuition than it would to attend one with a relatively inexpensive stated price. While it is true that on average the cost of attending a state institution is less than that of attending a private college or university, depending on a family’s income and a college’s available aid funds, the cost paid by the family for attending even the most expensive Ivy League schools may be less than the cost of attending an in-state public university. The key is not to focus on the “sticker price,” but on how much the family can pay, how much the student has to borrow, and what other kinds of tuition help are available.

				6. If you qualify for financial aid, you’ll get the same aid from school to school.

				While your Expected Family Contribution (EFC) should theoretically be equivalent no matter what school you apply to, what doesn’t remain the same is the school. Just like students, each college has different needs and means for who they want to attend, and they can adjust them as such. Schools with deep pockets and similar alumni can afford to offer much more generous aid packages with, for example, lower loans and higher grants than might be available at colleges with smaller endowments.

				What also doesn’t remain the same is the student—schools that have the leeway to offer greater aid in the form of merit scholarships and other flexible funds will definitely lean towards students that can contribute, whether academically, athletically, or culturally. You may never know the formula behind how a school determines its aid packages, but you can see how much they typically have to award.

				7. You get accepted to college first and then you apply for financial aid.

				This is perhaps the biggest myth of all! Many, many families believe that you should wait to apply for aid until after your child has been accepted to a college. If you do that, you may well be out of luck. It is crucial to meet financial aid application deadlines—and these deadlines sometimes precede the deadlines for the actual admission application to the college. The Free Application for Federal Student Aid opens every year on October 1—well before regular admission deadlines at most schools.

				8. Financial aid is all up to the parents. There’s nothing my child can be doing to prepare.

				While this book may seem to be addressing the parent or parents, your son or daughter needs to be just as responsible during the process, even if they won’t be writing the bulk (or any) of the checks.

				We assume that your child is already operating at max capacity in preparing for and applying to college, but they’re a huge part of the financial aid process and will have plenty to do as well. Not only do they ultimately have to decide what college to attend (taking into account financial aid offers), they have to apply for scholarships and grants, seek out merit-based awards, and eventually pay off any student loans. They may not be handling the bulk of the financial aid paperwork, but they’re in the trenches with you.

				9. Financial aid is based solely on my family’s finances.

				There are so many factors other than (just) a family’s assets that determine an aid package—demographics, special talents, academic performance, just to name a few. Any of these factors could make an FAO decide to award merit-based aid or to be more generous in awarding need-based funds. Because colleges give preferential packaging to desirable students, every tenth of a point your child adds to their grade point average or ten points added to their SAT scores may save them thousands of dollars in loans they won’t have to pay back later.

				Additionally, as far as federal work-study is concerned under the current rules, it makes more sense for students receiving financial aid to earn the minimum amount of money the college will allow, and concentrate on doing as well as possible in school. Most aid is dependent at least in part on the student’s grades. A high GPA ensures that the same or better aid package will be available next year; a good GPA also helps students to find better-paying jobs when they graduate so they can pay back their student loans.

				10. We’ll squeak by for the first year and get more financial aid next year.

				No you won’t. Colleges rarely increase aid packages unless there has been a significant change in family financial circumstances and even then, an increased award is not guaranteed. Do not accept an admission offer and a financial aid package if you do not have a four-year plan to pay for college given the financial aid awarded for the first year.

				…. But don’t despair. We’ll give you some helpful strategies to maximize the affordabilty of college in the pages that follow.

			

			
				Need Based vs Merit-based Financial Aid

				While all aid is good aid, there can be conditions attached, and this is more of the school’s concern than yours—they must put together a financial package based upon the federal or institutional formula, and figure out from where the money is coming from.

				As you might expect, need-based aid is awarded entirely on the financials that the family has submitted, and almost always includes federal grants such as the Pell (for the lowest income students), and state grants and school grants and scholarships that were designated for needy students. With some notable exceptions (such as National Merit), merit-based awards tend to be scholarships awarded by the school or outside entities (which must be reported and often eat into need-based awards).

				Keep in mind that each school is pulling from a different pile of money, with various rules assigned. Some schools have lump sums of taxpayer-funded aid or private alumni scholarships that they must assign entirely based on need; others must disburse the funds but can use their discretion. We’ll go into this all more in Step 5.

			

			Understanding and Taking Control of the Process

			In 8 Steps to Paying Less for College, we will first give you an overview of the process of applying for aid, and then show you how to begin to take control of that process. We will help you understand what tuition and aid stats are important to look at during the college search, how the college application process should take into account financial aid and “fit,” and how to decode your financial aid offer when it arrives. We have devoted an entire chapter (Step Four) to filling out the standardized need analysis forms, because the decisions the colleges will make on the basis of these forms are crucial to your ability to pay for college, as well as a chapter focusing on finding and applying for grants and scholarships. Finally, we’ll break down the realities of debt and loans, and offer some creative ways to save money and fund your future.

			Your Financial Aid Journey Begins Now

			Ideally, you began this process many years ago when your children were quite small. You started saving, at first in small increments, gradually increasing the amounts as your children got older and your earning power grew. You put the money into a mixture of growth investments like stock funds, and conservative investments like treasury bonds, so that now as the college years are approaching you are sitting pretty, with a nice fat college fund, a cool drink in your hand, and enough left over to buy a vacation home in Monte Carlo.

			However, if you are like most of us, you probably began thinking seriously about college only a few years ago. You have not been able to put away large amounts of money. Important things kept coming up. An opportunity to buy a home. Taxes. Braces. Soccer camp. Taxes. If your child is already a junior or senior in high school just about to apply for college, don’t despair. There is a lot you can do to take control of the process.

			
				A Word of Caution

				This book will mainly focus on the financial planning process that takes place in your child’s senior year; the interactions with colleges, government agencies, banks, and especially paperwork. When it comes to long-term strategies, there are enough considerations and loopholes to fill a much larger book (such as our own Paying for College), and there are individuals who make entire careers out of financial aid consulting. While we strongly recommend sitting down with your accountant or a financial aid consulting service, the next eight chapters should give you an idea of the process as a whole, as well as can’t-miss steps and deadlines along the way. Hopefully with this foundation, you’ll be able to make smart choices and see the financial aid process with clear, alert eyes. Regardless of where your child is on the road to college, there is something you can be doing to prepare.

			

			
				Parent’s Financial Aid Timeline

				Senior Year

				August

				
						
						Begin gathering all of the prior year returns, forms, and statements you will need for the FAFSA

					

				

				October 1st

				
						
						Filing period for FAFSA and CSS Profile forms opens

					

						
						Speak with your child and determine which schools will receive FAFSA/PROFILE data

					

						
						Recommended deadline for schools/states that award financial aid on a first come, first served (FCFS) basis

					

				

				December

				
						
						Designate any additional schools to receive FAFSA/PROFILE data in light of early admission/action decisions and regular application intended school changes (see this page)

					

						
						Submit the FAFSA before the end of the calender year, even if your child has not completed the application for admission. An early FAFSA will not be missed in the review process as things heat up in admissions offices later in the spring.

					

				

				February

				
						
						Check with schools and make sure all financial aid forms have been submitted

					

				

				April/May

				
						
						Compare financial aid packages at all your child’s accepted colleges, taking into account the total cost of attendance and what it will cost you. DO NOT LOOK JUST AT THE AMOUNT OF THE SCHOLARSHIPS!

					

						
						Sign and return financial aid forms on your child’s chosen school

					

						
						Send any required deposits

					

						
						Determine when fees for tuition, room, and board are due

					

						
						Make arrangements for health insurance for your child

					

				

				June 30th

				
						
						Last possible date to submit FAFSA (not recommended)

					

				

			

			
				Student Financial Aid Timeline

				Freshman/Sophomore Year

				
						
						Find out how financial aid can help you afford college

					

						
						Learn the basics of college costs

					

						
						Get an idea of what college might really cost you and discuss ways to pay for college with your family

					

						
						Continue saving money for college

					

				

				Junior Year

				
						
						Learn the difference between sticker price and net price

					

						
						Research various types of financial aid

					

						
						Think about getting college credit to help you save money

					

						
						Research scholarship opportunities

					

						
						Look into scholarships that are awarded based on your activities, talents, background, and intended major and see if you qualify

					

						
						Get perspective and tips from people you know on paying for college

					

						
						Learn about the FAFSA

					

						
						Put money to the side that you earned from a summer job

					

						
						Working with your parents, gather up all the documents you’ll need to fill out your financial aid applications

					

				

				Senior Year

				
						
						Complete your FAFSA with your parents

					

						
						Stay on top of priority deadlines for financial aid

					

						
						Get an idea of what the colleges on your final list will actually cost by using the Net Price Calculator on each college’s website

					

						
						Find out about student loans from federal and private sources

					

						
						Research local scholarships

					

						
						Find out if you need to file a CSS/PROFILE and complete it if required (some of the more selective colleges require this form from the College Scholarship Service in addition to the FAFSA)

					

						
						Compare financial aid awards by looking at how much you will have to pay out-of-pocket and how much you will have to borrow.

					

						
						If the aid award at the college you wish to attend is not sufficient enough to make your attendance possible, appeal your award by contacting the aid office and asking for additional assistance. Each college will have an appeal process to follow.

					

						
						Choose a financial aid package and pay your enrollment deposit at the college of your choice by the deadline

					

						
						Contact a college’s financial aid office

					

						
						Complete financial aid paperwork

					

						
						Pay your first college tuition bill
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