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Covering College Costs: A Quick Education in FAFSA

Americans got a minor respite from the ever-escalating cost of a college education in the 2013-2014 school year, as tuition and fees for in-state students at public four-year colleges rose only 2.9%, the smallest one-year increase since 1975-76, according to the College Board.

Still, going to college often means finding creative — and affordable — ways to cover an expense that, on average, according to the College Board, exceeds $18,000 a year for an in-state public college, $31,000 a year for an out-of-state public college and $40,000 a year for a private college (tuition, fees, room and board). Extrapolate those costs over four years and it’s clear why 60% of students who earned bachelor's degrees in 2011-12 graduated with college debt. For them the average debt was $26,500.

Which is why it’s important for families and individuals who are exploring their college funding options to familiarize themselves with FAFSA, the Free Application for Financial Aid (www.FAFSA.ed.gov). Administered by the U.S. Dept. of Education, FAFSA is a FREE process to apply for financial aid, serving as the primary gateway to millions of dollars in grants, scholarships and federal loans for undergraduate and graduate school programs.

“The general consensus is, just about everyone should go through the FAFSA process, regardless of income, because it allows you to pursue merit-based scholarships, along with grants, loans and scholarships based on financial need,” explains, Joseph D. Clemens, CFP®, co-founder of Wisdom Wealth Strategies in Denver, Colo.

People who know the nuances and complexities of FAFSA before starting the process give themselves the best chance of tapping those dollars. Here are some suggested steps to take:

• Poke around the FAFSA website for more on what the process entails, the documents you’ll need to apply, including tax returns, financial records (bank and brokerage statements, etc.) and more, and filing deadlines. FAFSA relies on a formula that determines the Expected Family Contribution and understanding this formula can help you make the necessary adjustments to your finances.

• Gather info on the specific financial aid programs, requirements and deadlines at the schools to which you plan to apply. Also visit a site like www.savingforcollege.com for valuable insight on college finances.

• File early, accurately, and electronically. Start the application process as close to the Jan. 1 opening date as possible to accommodate potential snags in the process and to get a better place in the queue for first-come, first-serve funding opportunities. Be sure to thoroughly and accurately fill out all required forms, and file them electronically if possible, said Clemens, because processing usually is significantly faster that way.

• Be income-conscious. In many cases, income weighs most heavily in determining a person’s eligibility for loans, grants and the like. The value of your assets weighs significantly less, or not at all. Since a lower income generally means a person can qualify for more funding, Clemens suggests that parents/guardians increase their tax-deductible retirement plan contributions in the year(s) leading up to the student starting college in order to lower their net income. Parents should also consider tax favored investing such as a 529.

• Meet with a financial planner and/or a tax advisor with expertise in college funding. They’re out there, and their suggestions can save you significant amounts of time and money. Find one in your area by visiting the Financial Planning Association’s national database of financial experts at www.PlannerSearch.org.

• Seek answers. If you have questions or need clarification during the FAFSA process, rely on a school counselor, the financial aid office at the institution to which you’re applying, and/or FAFSA’s online chatroom (look for the link to “Live help” on the FAFSA website) or its telephone hotline 1-800-433-3243. Or email questions to FAFSA at FederalStudentAidCustomerService@ed.gov.
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