The Basics of College Financing 101

¥

Rodney ‘RC’ San Jose
Executive Director of
Enrollment Management

Three steps in paying for college

1. Consider the investment
Defining value
Cost: benefit analysis

2. Discover resources
Increasing affordability

3. Manage the actual cost
Payments and borrowing
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Selecting the right college value is an
investment decision.

The relationship of quality to cost.

Paying for college. It’s about ...

Balancing
College costs short-term
& financial aid and long-term
obligations
Affordability i Manageability

aspirations,
abilities & interests

Investment Value
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The cost of college

e Tuition and fees

* Room and board

%A

s &

* Books and supplies

e Transportation

e Personal and miscellaneous

2011 — 2012 Tuition, Room & Board

Illinois Wesleyan $ 44,868
Loyola of Chicago $ 44,994
Marquette $42,192
Augustana $ 41,829
Butler $41,733
University of Dayton ~ $ 39,496
Purdue $ 37,156

DePaul $ 41,130
Univ. of Wisconsin $ 39,201
Univ. of Iowa $ 38,454
Drake $ 35,090
Bradley University $ 34,904
Univ. of Illinois $29,318
Illinois State $ 24,494

*Costs shown are for lllinois residents
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The cost of college

Catalog price (list price)

— Financial assistance

Net price (amount you pay)

Paying for college

While the responsibility for investing in higher
education primarily rests with families,
colleges assist by recognizing

financial and academic abilities.
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Financial Assistance Eligibility

Scholarship Resource-based
* Academic * Income
performance « Assets

* Special skills * Family size

* Involvement and
service
* Relationships

* Number in college

Resource-based financial assistance

Assistance awarded to families whose income

and assets, based upon a federal standard, fall

short of annual educational expenses.

Includes grants, scholarships, loan and

work opportunities from federal, state

and college sources.
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What is a FAFSA?

The “vehicle” which gets your information to the
Federal Processor and other awarding agencies.

The FAFSA is your application for:

FANOTE: If you
¢ Federal financial assistance, including have more than one

student loans each must file

his/her own FAFSA.
* Need-based assistance from the State of Illinois

* Most college financial assistance

One FAFSA with results electronically
to multiple colleges.

student in college, /

START HERE - FAFSA

GO FURTHER L A
@ e AID Free Application for Federal Student Aid
A0 O @& W @ | o

ContactUs | E'N“f' |

5mwul-kn‘p g,

. Home wtUs | Student Ald on the Wob | PIN Site ',

Get help paymg for college

Submit a Free Application for Federal Student Aid (FAFSA)

+ Start or continue your FAFSA
« Correct your FAFSA
+ Check the status of your FAFSA, and more..,
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Student Dependency Status

Born before 01/01/1988

On active duty in U.S. Armed Forces
Orphaned

Ward of the court since age 13

In legal guardianship

Married

Veteran of U.S. Armed Forces

In foster care or an emancipated minor
Graduate student

A parent of a child he/she is supporting
Homeless or at risk of homelessness

O Supporting other dependents

o000 0ooo

In cases of divorce or separation

When parents are divorced or separated, who
completes the parent section?

» Use the information of parent (and step-parent)
with whom the student lived in 2011.

« If period of residency is equal or indeterminate,
use information of parent who provided
the greatest support.

« If “supporting” parent is remarried, you must
include the information of his/her spouse.

1/17/2012
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Free Application for Federal Student Aid

FAFSA
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“Will File”
increases the
chances of
an “audit.”
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Whose asset is it?

General rules about assets:
* Report the Market Value as of FAFSA filing date.
Not calendar year or fiscal year date.
s Asset value is reported as net of debt related directly
to the asset.

« Ownership of an asset is determined by Social Security
number.

Some common parent assets include:
« Cash/savings/checking accounts
* Real estate (except your home)
+ Equities/mutual funds
» College savings/pre-paid tuition plans (529s)
» Certificates of deposit
* Bonds
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Upon Submission
Confirmation
Tracking instructions

Estimated Expected Family Contribution (EFC)
The EFC is used to determine federal aid eligibility
It is used as a basis for state grant determination
Colleges use it to determine eligibility for some aid programs
It’s NOT the amount families will actually contribute, rather
it’s an index for determining aid eligibility!
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Upon Submission
Confirmation
Tracking instructions
Estimated Expected Family Contribution (EFC)

The EFC is used to determine federal aid eligibility
It is used as a basis for state grant determination

Colleges use it to determine eligibility for some aid programs
It’s NOT the amount families will actually contribute, rather

it’s an index for determining aid eligibility!
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Resource-based eligibility

The “Federal Methodology” has three parts:

$ Cost of Education
$ Parent’s Contribution (PC)
$ Student’s Contribution (SC)

Federal Methodology — Parent Income

2011 Taxable and Non-taxable Incomes

Less —
Federal, State income taxes paid
Social Security tax
Household expenses allowance

Equals -

“Discretionary income” — in theory, what you
have to spend on whatever — like college!
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Federal Methodology — Parent Assets

Add -
Net value of investments
Net value of business/farm
Cash, savings, checking
Subtract -
“Rainy Day” allowance (Age of the parent)

Multiply -
By conversion factor of 12%

Equals -
Parent expectation from assets

Federal methodology — parent contribution

Add -
Income and asset contributions

Multiply -

Conversion factor of 22% to 47%
Divide-

By number of students in college
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Federal Methodology — student contribution

2011 taxable and non-taxable incomes

Less —
Federal, state income taxes paid

Social Security tax
Income protection allowance - $3,750

Multiply -
By conversion factor of 50%

Federal methodology — student assets

Add -
Net value of investments

Net value of business/farm
Cash, savings, checking

Multiply -
By conversion factor of 20%

Equals -
Student expectation from assets
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Federal methodology
Parent contribution from income
Parent
ap contribution
Parent contribution from assets
op op
Student contribution from income
Student
i contribution
Student contribution form assets
) = Family
EFC index contribution

Important consideration
The calculated parent and student
Contributions always remain the

same regardless of the college.

The variable is the cost of education.
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The cost of college

Catalog price ( list price)
— EFC index

Financial need

Financial Aid Packaging

Colleges take the EFC number and
implement to a institutional financial
model to produce a student’s
financial award.

These policies will vary per institution
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Actual cost of college

Catalog price ( list price) $35,000
— Financial award $20,000
Net price $15,000
Managing the cost
12 monthly payments $1,250
120 monthly payment $195
12 monthly payments $500
($6,000)
120 monthly payments $117
($9,000)
$617

1%t year payments
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