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Your Family’s Guide to Paying for College 
 

Understanding the Process 
 
Although financial aid was originally designed to go to those who needed it the most, it 
usually goes to those who know the most about the process. 

Keep in mind that although some financial aid (Federal PELL and SEOG grants, for 
example) is geared towards lower income families, college funding as a whole is not a 
charitable operation but rather a strategic tool used by colleges and universities to attract 
the students they would most like to enroll.  Nowadays, many institutions are willing to 
offer financial aid to families with much higher-than-average annual earnings. 
 
The most important factor in obtaining financial aid for college is for your family to have a 
complete understanding of the process, including the real funding sources and how best to 
access them, do the necessary research, devise a plan, and stay on track. 

Tip – Don’t think your family makes too much money to qualify for college financial aid; 
many schools are willing to offer funding to students from families with annual earnings in 
excess of $300,000. 

 

Two Types of Funding 
 
Gift Aid – This can include scholarships, endowment awards, tuition waivers, tuition 
discounts, and grants.  As the name implies, gift aid does not have to be paid back.  The 
colleges use many names for the gift aid they offer to students, but they are really all just a 
discount off of the school’s sticker price.  There are basically two ways to pay for 
college – with your money or with someone else’s. 

Self-Help Aid – This includes monies that the student either has to work for or is borrowed 
and must be paid back.  Student loans, parent loans, campus employment, and Federal 
Work Study Programs are all considered self-help aid. 

 

Our ‘True Cost’ College 
Report Provides Customized 
Specifics for Your Family … 
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Three Funding Sources 
 
Federal & State Governments – PELL and SEOG grant programs are sponsored by the 
federal government and are need-based aid programs for lower income families.  Many 
states offer grant programs based upon academic performance by the student while in 
high school.  Most of these programs require the student to maintain a minimum grade 
point average (GPA) while in high school to receive the grant and then maintain a minimum 
GPA while in college to renew the grant.  Students are typically required to attend a public, 
in-state college to benefit from these state grant programs. 

Colleges – The colleges are the largest source of gift aid.  The colleges are also 
responsible for distributing the federal financial aid funds that are allocated to the college 
by the government.  Colleges use their funding to attract the students that they feel will 
bring them the best return on their investment. 

The Private Sector – Wal-Mart, Coca-Cola, Visa, the local Elks Club, The Rotary Club, etc. 
are all sources of private sector scholarship money.  Although many families believe private 
sector scholarships are the best way to offset the costs of college, the reality is that only 
3% of the gift aid awarded each year comes from private sector scholarships. 

 

Need-Based vs. Merit-Based Aid 
 

Need-Based Aid – The Federal Government, and more importantly, the colleges assess 
“need” by considering the total cost of attendance, minus what they have estimated the 
family can afford.  This determination is made through a federally mandated formula, 
which primarily considers the family’s income and assets.  The Federal Methodology (FM) 
formula is administered through the Free Application for Federal Student Aid (FAFSA), and 
ultimately produces the Expected Family Contribution, or EFC.  The EFC is subtracted from 
the total cost of attendance to determine the student’s need.  COA – EFC = Need 

Merit-Based Aid – With each institution’s merit-based aid programs, the EFC is most-often 
not considered.  Merit-based aid can include a variety of categories such as academic, 
artistic, athletic, etc.  Colleges often use the term scholarships when distributing these 
awards.  Regardless of the label attached, these awards are basically a discount off the 
school’s total cost of attendance. 

Summary – Colleges are allocated federal need-based aid and are required to distribute it 
accordingly.  Schools commonly use their own endowment funds (merit-based aid) to 
discount their price and attract the students they would most like to enroll.  This is why you 
now see schools offering funding to students from families with annual incomes in excess 
of $300,000.  The old myth of “we make too much money” has become practically extinct. 
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FAFSA - Federal Methodology 
 

The FAFSA is a financial aid application administered by the federal government, and is 
required from all students seeking financial aid for college.  The window to complete the 
FAFSA opens October 1st each year.  The FAFSA is an annual event after the initial 
completion in October of the student’s high school senior year. 

Household Information Reported – Most high school seniors and college students working 
on their first bachelor’s degree are classified as dependent students.  For these dependent 
students, both parent and student personal and financial data is reported on the 
FAFSA.  The information reported is from the student’s current household only; which may 
include the student’s natural parents, or a combination of natural parent and step-parent. 

Base Year – Answers pertaining to income given on the FAFSA are from the base year.  For 
first time filers (generally high school seniors), this base year is defined as the twelve (12) 
month period beginning January 1st of the student’s high school sophomore year and 
ending December 31st of their junior year, e.g., 2023 is the base year for the 2025 – 2026 
college school year. 

Asset Positioning Strategies – The way parent and student assets are positioned and 
subsequently reported on the FAFSA can have a major impact on the amount and type of 
funding the student is eligible to receive.  Although the very format of the application (free 
is actually included in the name of the form) would indicate that the process is easy and 
without pitfalls.  That, unfortunately, is certainly not the case.  Positioning assets in a non-
assessable vehicle prior to filing the FAFSA may often-times lower the family’s out-of-
pocket college expenses.  

 

CSS/Profile - Institutional Methodology 
 

In addition to the federal formula as administered through the FAFSA, roughly ten percent 
(10%) of colleges also use an Institutional Methodology (IM) formula to determine the 
family’s expected contribution.  The IM formula is administered through the CSS/Profile, 
which is managed by the College Board. 

Schools that use both the Federal and Institutional formulas typically consider the higher of 
the two EFC’s in their calculations.  These schools are typically the most selective and most 
expensive schools.  They often have more money to give; they just want to know more 
regarding the family’s ability to contribute before they give it. 

With the CSS/Profile, parameters for household information reported, base year, and the 
earliest date to file are the same as the FAFSA.  That’s where, however, the overall 
similarity stops. 

Details in Our ‘True Cost’ 
College Report … 
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The CSS/Profile is a much more detailed version of the FAFSA that also considers 
additional assets, including the family’s home equity (the FAFSA does not), uses a different 
formula and a significantly steeper assessment rate – ultimately producing a different 
(often times higher) EFC. 
 
Asset Positioning Strategies – Very similar to the FAFSA, positioning assets in a non-
assessable vehicle prior to filing the CSS/Profile may often-times lower the family’s out-of-
pocket college expenses. 

 

The Funding Process 
 

From your point of view and due to the fact that up until now everything in the funding 
process has revolved around family income, assets, and how much you can contribute to 
the student’s education, you would think the Expected Family Contribution (EFC), that is 
arrived at by both the Federal and Institutional formulas, would be the amount the family is 
expected to contribute each year.  It’s not.  Even though it is named the ‘Expected Family 
Contribution’ it’s not actually what the family is ‘expected’ to contribute, but rather a piece of 
a much bigger, and much more detailed internal formula. 

In essence, the entire FAFSA, CSS/Profile funding application process is designed for the 
colleges to accomplish a couple of very specific tasks.  First, the institutions are gathering 
the personal and financial data of the student, parents, and family, with their interest 
revolving primarily around income and assets.  Secondly, as a result of this process, the 
student’s eligibility for need-based (primarily government) funding is established. 

Although need-based funding eligibility is certainly important, unfortunately, because so 
much emphasis is placed on what the family can contribute by the government and 
colleges, most families never fully understand the inner-workings of the overall 
process.  Many, in fact most, associate the student being accepted for admission with the 
college ‘taking care of the student’ by providing maximum funding.  This couldn’t be further 
from the truth.  Families need to look beyond the FAFSA, CSS/Profile data gathering 
process that is presented to them and understand the real process.  This is the only way 
families are able to most effectively lower their overall out-of-pocket college expenses. 

 

 

 

 

 

Details in Our ‘True Cost’ 
College Report … 
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What Admit / Deny Means to You 

 
Most all colleges and universities will offer admission to three, four, or even five times as 
many students as they actually need to fill their seats.  Colleges know ahead of time that 
only a small portion of those offered admission will actually attend; with the majority often 
going to another school. 

Along with offering admission to many more students than they actually need to fill their 
seats, colleges also group accepted students into three internal (secret) categories based 
on many qualifications ranging from classes taken, grades received and test scores all the 
way to volunteer work, community activity, and of course – the family’s income and assets. 

Colleges commonly score applications, with each school putting a slightly different 
emphasis on each qualification factor.  After the schools’ evaluation, each student is placed 
into a specific group and is typically offered funding accordingly (to simplify those groups): 

• Love the student – most lucrative offers 
• Like the student – middle-of-the-road funding 
• Fill their seats – very little, if any, funding 

With Admit / Deny, if the student falls into the middle or lower group, although the student 
has been offered admission, they will likely be offered little or no funding; making their 
attendance much more of a financial burden on the family.  Although the student has been 
admitted, the school is actually denying admission due to the lack of funding being offered. 

Unfortunately, most all students and families are simply not aware of the grouping 
procedures involved with Admit / Deny and they naturally expect that along with the 
college’s offer of admission will also come adequate funding … simply not the case.  This is 
where families often needlessly deplete their financial resources (savings, home equity, 
retirement accounts) to make the student’s attendance possible. 

 

The Colleges' Business Approach 
 

Colleges consider themselves a community and strive to fill their community with a wide 
range of talented, driven, and diverse students.  Each institution will typically use their 
own internal formulas to gauge the attractiveness and suitability of each student as they 
relate to their specific community.  Colleges may even go beyond the basic formulas and 
offer additional funding to hopefully secure the attendance of the most attractive students 
as well as those students who can provide a major, yet hidden, windfall for the institution. 

Found in Our ‘True Cost’ 
College Report … 
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Institutions rely heavily on endowment funds to consistently attract their ideal 
students.  Alumni are obviously major contributors to each school’s endowment 
fund.  From a business perspective, it would only make sense for colleges 
to target incoming students (primarily high school students) who are most likely to 
challenge themselves and graduate, ultimately giving back to the college.  This is a key 
ingredient that helps each institution’s overall endowment fund to continue to grow. 

From the student’s perspective, colleges are always looking for the most attractive 
students (those that ultimately provide the biggest return on the college’s 
investment).  There are many things the student can do to increase their attractiveness, and 
ultimately, lower the family’s overall out of pocket college expenses.  Simply put, the most 
attractive students almost always receive the most lucrative funding offers. 

 

Importance of Keeping Your Options Open 
 

The student keeping their enrollment options open is vital.  Even if you are absolutely sure 
you will be attending a particular school, it is important to apply to six colleges – not just 
one or two.  The student certainly doesn’t want to become a captive audience. 

Committing to a school too early can also have a very negative influence on the amount of 
funding the student receives.  Even though the goal of the colleges is to get you to commit 
as soon as possible, it is best for the student and parents to wait until all available options 
have been reviewed. 

 

The Hazards of Early Decision 
 

Committing to a school too early through early decision can often have a negative influence 
on the amount of funding the student receives.  Even though the school’s goal is to get the 
student to commit as soon as possible, early decision could affect the family’s ability to 
appeal for additional funding later. 

Early decision is most-often a contract the student signs to agree to attend and withdraw 
all applications from other institutions. 

Colleges will often use clever marketing tactics such as only a couple spots remain, the 
dorm is almost full, etc. to secure the student’s early decision.  Regardless of the tactic, 
most all early decisions usually benefit the college and leave the student / family with far 
fewer financial options. 
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Many times, colleges will even go so far as to say that early decision will in no way 
influence the funding they are offering.  What else are they going to say?  You are now 
a captive audience and we have no reason to ever increase your funding. 

The ultimate decision is certainly that of the student and family; however, just be aware of 
the implications early decision can create.  You would never go on a car lot and tell the 
salesman that you were going to buy that red car today with no shopping around or 
comparing.  Oh, and by the way, be sure to give me a great deal.  Not to compare a college 
education to a used car lot; however, schools do fall into much the same category when it 
comes to early decision and funding. 

 

Award Letters 
 

After the required admission and funding applications have been completed, the student 
has been accepted for admission, and the college’s admission and financial aid offices 
have reviewed the file and made their decision, the student’s formal offer of funding most 
often comes in the form of an Award Letter directly from the school. 

Award Letters typically contain the school’s total cost of attendance (COA) along with 
funding being offered from both the institution and the federal government.  Both gift aid 
and self-help aid are included.   

In many cases, the original offer of funding (Award Letter) may be appealed, which is 
essentially a request for additional funding.  Generally, there are two circumstances where 
appealing would be appropriate: 

• The student is offered less gift aid based on the family’s income and assets, the 
student’s achievements, and the institutions history of awarded funding. 
 

• The family has special circumstances that the institution is not aware of such as 
dramatic changes in the family’s financial condition, larger than average family 
expenses, family size increases, parent retires, and/or the student’s class rank or 
test scores have increased since the original application was submitted. 
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