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SUMMARY: There are many ways to make higher education expenses more affordable. Most families pay at 

least a portion of college expenses from existing savings and income, but it’s also worthwhile to be thorough, 

persistent and creative when it comes to making up the difference. Generally, scholarships and grants do not 

need to be repaid and are tax free, while student loans and parent loans do need to be repaid and also accrue 

interest. Start now saving for future expenses, even if it’s only a small amount to start - it’s never too late! Look 

for ways to reduce education costs and be careful about borrowing beyond what you could repay comfortably. 

 

START WITH THE FAFSA or Free Application for Federal Student Aid which is used by most institutions to 

evaluate your financial situation, and determine eligibility for financial aid. You will need a recent income tax 

return or at least an estimate to complete the online application. Access the FAFSA at www.fafsa.ed.gov. The 

results can be sent to the colleges to which you are applying. Complete the FAFSA every year (usually before 

March) to renew your eligibility for ongoing financial aid. 

 

SOURCES AND LINKS: 

• US Department of Education provides detailed information on student aid at www.studentaid.ed.gov. 

Another good resource with detailed information is www.finaid.org.  

• Contact your school’s financial aid office for assistance and to find out scholarships offered by the school 

you plan to attend.  

• Check with your employer – ask about tuition reimbursement or other educational programs. 

• Utilize college savings or other savings accounts you have to help pay for school. 

• Rework your budget to free up money to pay a portion of expenses as you go.  

• Veterans, their spouses and children may have special education benefits. Go to www.benefits.va.gov 

and search Education and Training for benefits you may qualify for. 

• Search for scholarships. Visit www.scholarships.com, www.fastweb.com, www.finaid.org and 

www.chegg.com to explore thousands of scholarships based on a variety of categories. 

 

TIPS, TRICKS AND CAUTIONS: 

• Consider a local community college for the first two years of general education. Tuition and fees are 

generally much lower and you can transfer, take upper division courses and obtain your diploma from 

the four year university you desire. Many four year institutions have agreements with local community 

colleges allowing the transfer of credits, making this a great money saver. 

• Consider commuting to school, instead of on-campus housing. This can save you $10,000 - $15,000 per 

year in education costs. 

• Renting or downloading textbooks instead of buying, can save an estimated $2,000 per year in expenses. 

Sites for textbook rentals include www.Chegg.com, www.bookrenter.com and www.amazon.com 

(search “textbook rental”). 

• Beware of borrowing your way into overwhelming debt. Part of many financial aid packages offers 

include Student loans, Parent “Plus” loans and Private Student loans. Just $5,000 in student loans per 

year can result in payments of $300 - $400 per month or more at graduation. Don’t borrow more than 

you are comfortable paying back at your current income, not what you think you might earn after 

graduation. Student loan calculator can help you determine your payments after college 

www.bankrate.com/calculators/college-planning/loan-calculator.aspx. 
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KEY TERMS: 

FREE APPLICATION FOR FEDERAL STUDENT AID (FAFSA): The FAFSA is a form used to apply for student financial 

aid from the federal and state government, as well as most colleges and universities. The government uses the 

information from your FAFSA to determine your expected family contribution (EFC). 

EXPECTED FAMILY CONTRIBUTION (EFC): The EFC is a measure of your family’s financial strength. It is based on 

the information you submitted on the FAFSA, including income, assets, family size and the number of children in 

college. Your EFC represents the amount of money the federal government believes your family can contribute 

toward one academic year of college. It does not consider many types of consumer debt, such as credit card debt, 

student loan debt and auto loans. There are two main formulas for calculating an EFC, the federal methodology 

(FM) and the institutional methodology (IM). The FM EFC is used for determining eligibility for federal and state 

aid and financial aid at most colleges, but about 250 colleges use the IM EFC for awarding their own financial aid. 

GRANT: Grants are award typically based on financial need that do not need to be repaid. An example is the 

Federal Pell Grant. Eligibility often depends on your EFC (Estimated Family Contribution) and/or financial need. 

For example, the Federal Pell Grant is based on your EFC. 

SCHOLARSHIP: Scholarships are awards usually based on achievement or talent that also do not need to be paid 

back. You can search for scholarships for free at www.fastweb.com. Your prospective college(s) may offer 

scholarships based on academic merit and/or financial need. Call the financial aid office to find out which 

scholarships are available to you and how you can apply. 

FEDERAL WORK-STUDY (FWS): FWS provides part-time jobs for students with financial need. The jobs are usually 

available on or near campus. A list of available jobs can be found at the college’s financial aid office or student 

employment office. Students who don’t qualify for a work-study job may still be able to find student 

employment to help pay for college bills or get a little spending money. 

SUBSIDIZED LOAN: The government pays the interest on subsidized loans while the student is in school, during 

the six-month grace period and during any deferment periods. Subsidized loans are awarded based on 

demonstrated financial need. 

UNSUBSIDIZED LOAN: An unsubsidized loan is a loan for which the government does not pay the interest. The 

borrower is responsible for the interest on an unsubsidized loan from the date the loan is disbursed, even while 

the student is still in school. Students may avoid paying the interest while they are in school by capitalizing the 

interest, which adds the interest to the loan balance. Examples of unsubsidized loans include the unsubsidized 

Stafford loan and the Parent PLUS loans. These loans are not based on financial need or income and may be used 

to pay for the family share of college costs. 

EDUCATION TAX BENEFITS: Several benefits are available to you and your parents when you file your federal 

income tax returns based on amounts you paid for college. The most popular education tax benefits are the 

Hope Scholarship tax credit, Lifetime Learning tax credit and the student loan interest deduction. The American 

Opportunity Tax Credit is a temporary enhancement of the Hope Scholarship tax credit. It will expire at the end 

of 2017 unless extended by Congress. The full $2,500 credit is available to individuals with modified adjusted 

gross income of $80,000 or less and to married couples filing a joint return with modified AGI of $160,000 or 

less. For more information about the Hope Scholarship tax credit and other education tax benefits, visit 

www.finaid.org/taxbenefits. 


