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HOW FINANCIAL AID IS AWARDED

With college costs increasing at a faster pace than personal income the question of meeting a family's financial aid eligibility is of greater concern today, than ever.  Before you march into the financial aid office to ask for more money, you must understand how financial aid packages are constructed.  Packaging is the process by which the financial aid officer (FAO) attempts to meet the student's eligibility for financial aid by distributing the available resources while following program guidelines and institutional eligibility criteria.  You must approach the FAO with knowledge and a "hat-in-hand" attitude in order to maximizing your child's award.  Remember, not all appeals are successful and the appeals that are honored are done with good reason, not emotion.  Most financial aid offices keep some funds in arrears for unusual situations that the financial aid "needs analysis" formula does not cover.

The FAO begins the process by taking into account the student's expected family contribution (EFC) and other resources, the cost of attendance, the amount of funds available, the number of students requesting assistance and the institution's packaging philosophy.  The EFC is taken from the Student Aid Report (SAR) and is located in the upper right corner of the SAR's pages.  The schools receive this information concurrently with you.

The FAO begins the packaging process by; 1) calculating your cost of attendance which should include tuition, fees, room, board, books, supplies, travel and personal needs.  Many colleges, this year, are subtly gapping students by not including one or all of the following; books, supplies, travel and/or personal needs.  2) The FAO compares your cost of attendance to your EFC to determine your eligibility for federal and state programs.  3) If they require the Financial Aid Form or a campus based need analysis form (many private schools do), they adjust your EFC upward.  Taking into consideration a minimum contribution from the student ($700 to $1,500) does this, add in the parent's home equity as an asset. The financial aid officer may alter your parent's contribution upward if any losses, such as depreciation, appear in the AGI.  The FAO then determines the student's eligibility for campus based funds, e.g.. grants and scholarships that are need based.  At this point, they assemble your financial aid award.

Some schools will not meet all of your eligibility for financial aid.  This is called gapping or unmet need.  The family will have to dig deeper in their pockets to send the student to that school by tapping the family resources to a greater extent, taking out more loans. the other alternative is to choose another school that meets all or a greater portion of the student's eligibility for financial aid.  In other words, the packaging philosophy of the school should become a major factor in "tipping the scales" for the student's final college choice.

Step One, Grants

By law, eligibility for the Federal Pell Grant must be taken into consideration first.  If you are qualified, the FAO begins the packaging by including this award.  To be eligible the EFC must be under 2100 and you can determine your eligibility by subtracting your EFC from $2,400, the maximum for which a student is eligible.  For example, if your EFC is $1,800 you subtract that figure from $2,400 and your Pell Grant will be $600.

The next part of Step One is the Ohio Instructional Grant.  As stated in my seminars, you simply apply for the OIG by answering "yes" to question #92 on the FAFSA when it is prepared.  Families with AGI's under $27,000 are eligible for the OIG and this grant may be used for attendance at Ohio and Pennsylvania colleges and universities.  The Ohio Choice Grant may be used for Ohio private colleges only.

Step Two, Private Sector Scholarships

If you win any outside scholarship, they FAO will be turning cartwheels.  These funds do not reduce your EFC; hence, those who are more affluent benefit the most from such awards.  They consider this money as part of your resources and actually increase your EFC proportionally.  The FAO may however help you by using this money to reduce you self-help financial aid specifically your accumulated Stafford and/or Perkins Loans.  Remarkably, your private sector scholarship may help another student on campus more that you.  You get the prestige of the award and the school and possibly, another student gets the money.

Step Three, Federal Programs

If you still have unmet need, the FAO will then look at other federal programs.  The four other programs are the Stafford and Perkins Loans, the Supplemental Educational Opportunity Grant and the Work-Study Program.  Most schools offer some college Work-Study; the college should not ask the student to work more than ten hours a week his or her first year.  Each financial aid office has its own philosophy when it comes to these awards.  The various policies are to award A) loans first, then grants. B) grants first, then loans, C) grants to the most needy and then loans to the more affluent who qualify, D) a set ratio of gift aid and self-help and E) up to a set amount of aid that leaves some unmet need.  An example of E) would be leaving a gap of $2,000 regardless of the student's need.  This means the student's family will have to dig deeper into their pocket and add $2,000 to the family's EFC.

Step Four, Campus Based Resources

For students who still have need the FAO can award grants based upon need or scholarships if the student qualifies academically to fill the unmet need.  Keep in mind that merit scholarships, those scholarships that are not based on financial need, will not reduce the parent contribution unless the school wants the academically talented students badly.

Treatment of merit based scholarships is similar to treatment of outside scholarships, however, some colleges have been known to "sweeten the pot" to entice a student to attend.  "Ivy League" schools will not go beyond your need to attract students due to the academic ability of their applicant pool.  Remember, there is no law that weds any school to the need analysis formula for the distribution of campus funds.

Step five, Unsubsidized Loans

The federal government offers two loans to families that are not based on financial need.  These loans are called the unsubsidized Stafford Loan and the Parent Loan for Undergraduate Students.  Every family will be eligible for at least one of these loans and most will be eligible for both.  Families with incomes of $200,000 a year or more are eligible for these loans. 

