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Many pundits claim to be experts on the subject of Financial Aid. Most write blogs, newsletters and
self-publish books. Most leave parents as confused as they were prior to reading these vehicles or even
worse, they are a thinly vailed sales pitch. This month my objective is to give parents a simple
understanding of this very complex, bureaucratic system. My aim is to clarify, not confuse, and to fortify
you with the knowledge of the process and to direct you to positive action that will enhance your chances of
obtaining Financial Aid. To this end we hope to enrich your understanding, address your concerns, point you
in the right direction, acquaint you with your options and sources of aid, and arm you with sufficient
knowledge so that you are able to obtain the maximum aid for which you are eligible.
This month I will give you a clear, easy to understand overview of your expected family
contribution, need-based financial aid, merit aid, the FAFSA and CSS Profile college aid forms, the Federal
Methodology, Institutional Methodology and the Consensus Methodology of calculating EFC.
The first step in applying for need-based financial aid is just that, applying. You do that by filling out
at least one and most likely two or more forms. The first form, The FAFSA (Free Application for Federal
Student Aid) is used to determine the eligibility for federal aid, and most state aid. If the school awards
federal aid, and just about every school does, you need to fill this form out. The second form, the CSS
Profile, is required by about 200 private schools and a smattering of publics. This form is used to determine
eligibility for the schools own, institutional money. I explain the difference between the two in that the
FAFSA is like going to the dentist for a tooth cleaning. If you are prepared, floss and brush every day-do
your income and asset planning etc., it is not brain surgery, it is more of a nuisance than anything else. As
long as you are prepared and are familiar with taxes, finances and financial aid, it is no big deal. The CSS
Profile on the other hand is like a colonoscopy. The form is a lot longer and goes into much more specific
detail about your family, your family’s income and assets. There is also a group of 23 that make up what is
known as the 568 Presidents’ Group, which was formed by the presidents of those institutions for the
purposes of assessing students’ ability to pay for college using a “consensus” methodology. The 568
Presidents’ Group schools also require the CSS Profile to be completed but they treat students’ assets and
parents’ home equity different (more favorable to families) than the institutional methodology does. Thus,
there are two financial aid forms but three methodologies of calculating a student’s expected family
contribution.
After you complete your required forms, you submit then electronically to each respective processing
center. Your information on the form then goes through the aid calculation for each formula (Federal
Methodology, Institutional Methodology, and Consensus Methodology.) The output is your EFC (Expected
Family Contribution.) The processing centers then send the output to the schools you list on the forms. Your
EFC is a dollar amount the government and the schools expect you to contribute to college. It is used to
assess the family’s ability to pay for college. Your EFC is determined by four primary factors: Student’s
income, student’s assets, parent’s income and parent’s assets. It also is affected by the number of students in
college at the same time. And because the three formulas calculate EFC differently, it’s likely that the
student’s EFC under each formula will be different, sometimes drastically different!
GFG COLLEGE FINANCING INSIGHTS 1

continued from page 1

EFC and Financial Aid Eligibility
EFC is used to determine aid eligibility in what is called the Needs Based Formula. It is a rather
simplistic formula: COA-EFC=Need. If the total cost of the college (COA)is greater than the family’s
EFC than the student is eligible to receive that amount of need-based aid.
Cost of attendance is the total cost of enrolling at a college, including tuition, fees, room & board,
books, travel and personal expenses. So if you know the cost of a specific college you can subtract your
child’s EFC from that cost to determine if your child is eligible for need-based financial aid at that
college.

Quick Rough EST Estimates (2015-2016) courtesy of Troy Onick
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 Blue= Amount of need-based eligible for at 2 yr. public, 4 yr. public,4 yr. private colleges and 4 yr.
elites
 Green= Amount of need-based eligible for at 4 yr. public,4 yr. private colleges and 4 yr. Elites
 Yellow= Amount of need-based eligible for at 4 yr. private colleges and 4 yr. Elites
 Orange= Amount of need-based eligible for at 4 yr. Elites
 Red= Not Eligible for need-based aid.

How Assets Are Counted On College Aid Forms
The EFCs in the table do not take into consideration any parent or student assets that may be
reportable on the financial aid forms, and counted in the aid formulas. The intent of this table is to give
you a simplified quick reference to EFC.
In general, the assets that get counted are non-retirement assets, and the aid formulas assess assets
in the student’s name significantly more heavily than they do parents’ assets, except under the Consensus
Methodology. The FM assesses student assets at 20%-25% of their value. Parental assets are assessed at
5%-5.64%. For example if the student has a $10,000 CD, his eligibility would be lowered by $2,000$2,500 ($10,000 X 20%-25%) If the same asset were held by the parents, forgetting about the asset
protection allowance (see below for link to previous Newsletter) it would “only” be counted against the
family in the amount of $500-$564 ($10,000 X 5.00% -5.64%) The Consensus Method treats both student
and parent assets at 5%.
Small business assets do not count under the Federal Methodology, but they do under the
Institutional and Consensus Methodologies. Likewise, home equity counts under the Institutional
Methodology but not at all in the Federal Method. So you can have 10 million dollar house with no
mortgage and the Federal Method will not asses it at all. However, while home equity is assessed in the
Consensus Method it is capped at 1.2 times parent’s adjusted gross income (AGI). So if your parents AGI
is $100,000 the Consensus Method will cap the amount of home equity against the family at $120,000.
Therefore, when your assets are added into the overall aid calculation your actual EFC may be higher. For
an in-depth discussion on assets and eligibility, and to determine if repositioning your assets will help you
qualify for more college aid, read my previous Newsletters here.
Using EFC to Determine Eligibility
EFC < COA= Eligible
Using the guide from above, if your income is $100,000 and you have three dependent
children, one of which is enrolling in college, your EFC is $16,628 and is blue, which means that
based on this estimated EFC using your income alone (your actual EFC may be higher), your child
should qualify for need-based financial aid at all three types of colleges. As a result, your child is
eligible to receive need-based grants, scholarships, work-study and student loans as part of the
child’s financial aid package. Eligibility does not mean certainty, however. You will have to wait
to see what form of aid the child gets and how much it is worth.
EFC > COA = Not Eligible
On the other hand, if your income is $250,000 and you have one dependent child, then your
EFC is $65,683 and is red, which means that your child won’t likely qualify for need-based aid at
any of the four types of schools used (Two-year public, four-year public, four-year private and
four-year elite private colleges). But, that doesn’t mean that you have to pay $65,683 per year if
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the “sticker prices” are less than that. It also does not mean that all is hopeless and you will not
get any type of financial relief. I have written extensively and helped hundreds of “affluent
parents” save money on college. Additionally do not forget about Merit Aid which I will write
about below.
Two Kids in College at the Same Time
Keep in mind that if you have more than one student in college the FM EFC is cut in half. The IM
applies about 60% of the Parent’s contribution to each student. So if your EFC with one student in college
is $20,000, with 2 is going to be about $10,000 for each student. To give you an idea how this works let’s
a school that costs $50,000, your EFC is $20,000, which means that you are eligible for $30,000 ($50,000$20,000=$30,000). Now your second student is going to school. This school is also $50,000, but with two
in school your EFC for student 1 is $10,000 and student 2 is $10,000, So for student 1 you are now eligible
for $40,000 ($50,000-$10,000=$40,000) The same equation will hold true for student 2. So while the
family’s total EFC is still $20,000, your eligibility is increased at each school. Bottom line: If you have
more than one child attending a pricey private college, you may qualify for need-based aid even at a fairly
high income level.
Eligibility Differs at Each School
A student’s eligibility for need-based aid is directly related to the cost of attendance of each college
the student is considering. The student may qualify for need-based aid at one college and not at another.
Using the guide above, based solely on the parent’s income, and forgetting all assets for the moment,
parents earning $140,000 per year in income would have an EFC of approximately $32,000 per year under
the federal formula with one child in college. At a private college costing $65,000 per year, the student
would qualify for $33,000 ($65,000-$32,000) per year in need-based student. However, at the state
university costing $30,000 per year, the student wouldn’t qualify for any need-based student aid because
the student’s EFC is higher than the cost of attendance ($30,000-$32,000<0).
Estimating the Financial Aid Award
Keep in mind that just because a student is eligible for need-based aid does not mean he is going to
receive it. To get an idea of what amount of aid the student will receive from a particular school, focus on
the statistic “percentage of need met.” Percentage of need met equals the average of the percentage of need
that the college meets for students that had need-based eligibility in the previous year’s incoming freshman
class. For example, a student has a financial need of $10,000, if the school awards him/her $8,000 in aid,
they have met 80% of his/her need. Some colleges may only meet 70% of student’s need, and another
college (like many of the elite private colleges) might meet 100% of need. That’s a very big difference in
aid, especially over four years.
What to Do If Your Family Has Special Financial Circumstances
There is no place on the FAFSA to explain any extenuating circumstances that have affected or
may affect your family’s finances. You should have a written explanation of these circumstances and
contact the financial aid office at each college your child is applying to and ask them the process for
receiving the letter. The CSS Profile, however, does have a section on the application to explain your
special situation. These are situations are circumstances such as a family illness, divorce, separation, onetime spikes in income, job loss and other LEGITIMATE circumstances. Your lack of planning to pay for
college is NOT a special situation. Be concise and professional in your explanations and be prepared to
provide additional detailed documentation as the financial aid office will most likely not just take your
word for it.
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Positioning the Student to Get the Most Aid
The next thing you can do with the percentage of need met is to apply the rule of thumb that: the more
the college wants the student, from and admissions perspective, or the college wants the student for a
particular reason (whatever that may be), the higher percentage of need met the student will receive. It may
also mean that the percentage may be higher than the published average for that school, and the student might
expect the aid package to contain more grants and scholarships than student loans and work-study, especially
at private colleges where they have greater flexibility to discount their tuition. If the student is in the middle
or low end of the admissions pool, the college may not be all that interested in the student, but to help fill the
college’s seats, the student might get admitted anyway, but the student’s aid award may be a very poor one.
Essentially, the college is saying, you can come, but you’re going to have to pay just about full price because
the premium that you and others in this category are paying, goes to finance the discounts we give to the “indemand” students. This is a clear example of how college selection and affordability are integrated. It also
demonstrates why knowing not only what EFC formula and aid forms a college require are critical, but also
if your student is in-demand, mid-range or in the lower tier of the admissions pool BEFORE you apply. I
cover this extensively in my previous newsletter found here.

Merit Aid
Merit aid is student aid that is based, not on finances, but on one or more of the student’s academic,
athletic, music and other talents. The best things about merit aid are 1) merit awards are typically
scholarships that don’t need to be repaid, and 2) students can be awarded merit aid regardless of the family’s
and assets. Academic merit aid is typically based on the student’s grade point average (GPA) and
standardized test scores (SAT and ACT), and occasionally on class rank. It is pretty black and white; if you
have the grades – you get the aid. The one thing that astounds parents and students, often too late in the
college admissions process, is to find out that almost all of the elite colleges in the country do not offer
academic merit aid. You get aid at those institutions only if you demonstrate a financial need for it,
which means your EFC has to be less than the sticker price. Otherwise, you’ll be writing a very large
check. Yet another reason a family needs to thoroughly research the financial aid options at each school.
From legendary coaches to revered military leaders, they all say the same thing: it’s all in the preparation.
Call me or e-mail me and I can give an idea about the amount merit aid you may get at just about any college
you may be interested in.

Award Letter
At the end of the college admissions and aid application process, your college list will be whittled
down to the colleges to which the student has been accepted. These colleges will send the student an official
financial aid award letter that lists all of the aid that he/she has been awarded, including federal grants,
scholarships and loans, institutional scholarships, state grants, student loans, work-study, etc. The aid office
at each college “packages” all of this aid and sends the student the award letter explaining the aid package.
The award letter also includes the total cost of attendance to enroll for the upcoming academic year, including
tuition, fees, room, board, books, travel and personal expenses.
The only thing left will be the sticker shock when you receive your bill. Remember, you are not going
to get a free ride and regardless of how much financial aid you receive, it will never be easy to pay for
college. The hard part is after all the aid is doled out, how in the world will you be able to pay for it? I will
cover this and many other critical issues in future Newsletters.
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Well, that’s it. I hope his helps. If you have any questions or would like to discuss your individual
situation please feel free to shoot me an e-mail or call me.
Until Next Time….
Best Wishes,
Michael Gaer
P.S. Please like, follow and connect with me on Facebook, Twitter and LinkedIn to get instantaneous updates
and news regarding college financial planning.
If you no longer wish to receive this newsletter please reply with unsubscribe in the subject line.
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