Indiana Department of Financial Institutions 

College Financial Aid

A Mini-Lesson for:

   secondary school teachers
students, adult and community educators
consumers

This lesson includes learning objectives, background information, discussion questions, an activity and additional sources of information. 

Objectives

Students will: 

(  list and describe the types of financial aid 


(  review the financial aid process 


(  identify the major sources of financial aid
How Financial Aid Can Help

Financial aid helps meet the expenses of a college education, including tuition, fees, books and course materials, housing, food, and transportation.  It is designed to supplement the amount of money you have available to pay for your college education.  

You should apply for financial aid if you have calculated your total college expenses and estimated the help you can receive from your family and then determined that you will need more money to pay for your educational expenses.  Even if you think that you are probably not eligible for financial assistance, you should apply!  Many students are not aware that junior colleges or vocational/trade schools offer financial assistance to qualified students as well. 

Who Gets Financial Aid

Basically, financial aid is given on the basis of need.  Need is defined as the difference 

between what it costs to attend a specific college and what you can contribute to those

expenses.  If your education will cost more than you are able to pay, then you have demonstrated financial need.  This also means that the amount of financial assistance you receive will vary by the costs of the college you select.  For example, tuition and expenses are usually higher at a private college than at a state school.  If you commute to a college, the costs are considerably reduced.  You could very possibly afford to go to a higher priced private school if you qualify for financial aid.  With financial aid you can select the best college for your major in pursuit of the best possible education. 
Types of Financial Aid

Three types of financial aid are available to college students:
Grants and Scholarships


These are financial assistance awards that do not have to be repaid and are available through many different sources such as federal and state governments, professional and service agencies, private foundations, and colleges.  Grants are bestowed on the basis of need, while scholarships are based on either need and/or outstanding achievements. 

Loans

Loans are financial aid available to both parents and students.  They are subsidized by either the federal or state government, financial institutions, or the college and may have lower interest rates than regular loans.  Generally, you do not start paying on these loans until after college graduation.  It is easier for students with no established credit to qualify for student loans. 
Work-Study Programs

These programs allow the student to go to school while earning money toward their education costs.  These jobs are usually 10 to 15 hours a week on campus.  Wages are based on federal minimum wage guidelines.  Work-study students have to be enrolled at least half-time and show progress in their studies. 
Usually, financial aid is a combination of different kinds of assistance and called a "financial aid package. " The financial aid administrator at the college will put together your financial aid package and tell you if you qualify for special aid such as vocational rehabilitation. 

Eligibility

A student's eligibility to receive financial aid is calculated by a process called need analysis.  The information you provide on a FAFSA (Free Application for Federal Student Aid) is analyzed according to a formula designated by Congress.  This need analysis will determine how much money a student and his family are expected to pay for a college education based on where they live and family circumstances.  You can receive a copy of the FAFSA by calling 1-800-4-FED-AID. 

	STUDENT FINANCIAL NEED ANALYSIS PROCESS
Cost of Education MINUS expected Family Contribution EQUALS Financial Need

	Costs of Education
Includes costs of tuition, fees
room/board books, supplies
transportation. 
	Expected Family
Contribution (EFC)

Based on the financial resources of a student and
his or her family. 
	Financial Need
Students can receive
up to this amount of
need-based financial aid. 


The financial need amount will be paid through your financial aid package; a combination of grants, scholarships, or work/study program.  If there are any remaining financial need monies, they will be considered for loans. 
A pamphlet called, Expected Family Contribution, explains how the EFC formulas are calculated and is available from:
Federal Student Aid Information Center
P. O. Box 84
Washington, DC 20044

State student assistance programs are normally restricted to legal residents of that state.  Private financial aid programs usually require students to be citizens but also have programs for foreign students.  The federal government is the major source of student assistance programs and requires:

· U. S.  citizenship or eligible noncitizen 


· if required, registered with Selective Service 


· application to a participating college 


· working toward a degree or certificate 


· making academic progress 


· have not defaulted on a Federal educational loan 


· have financial need
Applying For Financial Aid

The process of applying for financial aid can be complicated and time consuming.  However, you do not need to apply separately to each college you are considering.  It is important to know what you have to do, when you have to do it, and how to do it right the first time. 
Step 1.  Apply to all the colleges you have chosen.  It is especially important to consult these colleges for the most up-to-date information about their requirements and deadlines. 
Step 2.  At the same time, write to the financial aid office of each college selected and request information about the costs and financial aid.  Some colleges have their own financial aid applications.  Complete the information on all the required forms and return it to the college by the deadline. 

Step 3.  Fill in the FAFSA application with your parent.  The information needed to determine your financial need will come from the previous year's income taxes.  The FAFSA also asks for you to list up to six schools that the U. S.  Department of Education will automatically send your application data.  You can give permission for your application data to be sent to your state's financial aid program for consideration as well.  Read the instructions carefully and gather all your financial records before you start to complete the forms.  All the forms must be filled in completely, accurately and legibly.  Usually it takes less than two hours to complete the FAFSA. 
Step 4.  Mail the completed FAFSA form to the address on the form.  There is no fee to have the FAFSA processed.  The Federal government is responsible for all the costs of determining your eligibility. 
Step 5.  Check with each college's student aid office to verify that you have completed all the required forms.  Some colleges either prefer or require specific forms, others accept any one of several forms.  Generally, you will only have to complete the one need analysis form, but confirm with each college that they do not also have their own separate financial aid forms.  Make sure you have all the documents in by the deadlines. 
Step 6.  You may receive one or two supplements included with the FAFSA.  One could be a state supplement, that will request financial information about you if you want to be considered for scholarships or grants from your state.  The other form is a College Questions Form to obtain additional financial information if you want to be considered for non-federal funds from your college.  There can be a small charge for processing either supplement. 
Step 7.  Within a month you will receive you SAR (Student Aid Report).  Carefully review the document.  If there are errors, you should make the corrections on the special page provided and mail it back to your processor.  A revised SAR will be mailed to you.  The SAR will also give you information about your eligibility for federal student aid.  Keep this document because you will need to give it to your selected college in order to receive federal aid.  All the information on your FAFSA is confidential, only the student aid offices at the colleges you designate will have access to the information. 
Step 8.  After the SAR, you will receive a Financial Aid Award Statement from the college of your choice.  You should keep this statement for your records or use it to reduce your aid or decline aid from that college.  If your application was chosen for verification, read the verification information and follow through with the instructions. 
Step 9.  You can expect the financial aid usually to be credited to your account within two weeks of the approval or completion of verification process.  Start a financial aid file to keep all the records together and to make it easier to reapply for financial aid in the future. 
Federal Student Aid Information Center

If you have questions about federal student aid, you can call the Federal Student Aid Information Center at 1-800-4-FED AID (1-800-433-3243) between 9 a. m.  and 8 p. m. , Monday through Friday.  The Information Center will:

· answer questions about the FAFSA form 


· give information about colleges participation in the federal student aid programs 


· send federal student aid publications 


· explain federal student aid requirements 


· untangle the process of determining financial need

Major Sources of Financial Aid

Federal programs supply the majority of student aid available.  You can apply for financial aid from the following sources:

· Federal Pell Grant.  A grant from $400 to $2,340 depending on need, the costs of the selected college, length of the program, and whether the student is a full-time or part-time student.  

 

· Federal Supplemental Educational Opportunity Grant (SEOG).  A grant of $200 to $900 based on financial need.  It is called campus-based because the college actually decides who will receive the grant money.  

· Federal Perkins Loan.  A campus-based loan with a low interest rate through the college of up to $3,000/year with a $15,000 undergraduate maximum and up to $30,000 for graduate students.  You must start to repay the loan 9 months after graduation, leaving school, or dropping below half-time status.  

· Federal Subsidized Stafford Loan.  A loan from a lending institution that is guaranteed by the state or other private nonprofit agency.  The federal government pays the interest on the loan while you are attending college.  With this loan, repayment begins six months after you graduate, leave school, or drop below half-time status.  The student is responsible for repaying this loan.  

· Federal Unsubsidized Stafford Loan.  A loan in which the amount varies based upon dependent and independent status and is available to all students.  With this loan the interest accrues and must be paid while you are still attending school.  You must be attending college at least part-time and are not required to show need.  The student is responsible for repaying the loan.  

· Federal Parent Loan for Undergraduate Students (PLUS).  A loan from a lending institution that can be given to the parent or the undergraduate or graduate student.  The loan amounts are determined by the costs remaining after consideration of other financial aid, so you could borrow the entire cost of education minus financial aid.  It is available regardless of income but you will have to meet the lending institution's requirements.  The repayment begins 60 days after the disbursement.  

· Federal Work-Study.  A campus-based program in which the employer pays a small part of your earnings and the federal government pays the rest.  You can earn from $2,000 to $2,600 based on the amount of your financial need and must be enrolled at least half-time.  Even though these jobs are usually minimum wage, this income is not taxable so there is no withholding.  Most of the jobs are on campus so there are minimal transportation costs and they are flexible fitting around your class schedule.  Work-study promotes community service and employment related to your major.  

· Ameri-Corps.  A program that gives full-time educational awards in return for community service.  You can provide the community service work before, during, or after your education.  The award will pay for current college expenses or can repay federal student loans.  To obtain more information, call The Corporation for National and Community Service at 1-800-942-2677.  

· State Financial Aid Programs.   Every state has financial aid assistance for eligible students who are legal residents.  The eligibility criteria will vary from state to state.  Many states use the FAFSA as the application for consideration of aid that is either need-based or merit-based.  To obtain information about any state's financial aid programs, you can write to that state's higher education agency.  Generally, state programs involve competitive scholarship programs, grants, loans, minority group programs and tuition equalization programs.  It is a good idea to apply as early as possible to increase your chances since state funds are limited. 

· Other Financial Aid Programs.   If you do not qualify for need-based financial assistance, consider grants and scholarships from institutional programs, community programs, foundations, and business or corporate programs. 

Scholarships
Scholarships are certainly worth the time and effort required to apply.  You can find directories that give information about many different kinds of scholarships at your local library.  They are awarded by colleges, states, the military, businesses, corporations, unions, trade groups or associations and can be:

· nonrenewable scholarships or those that are renewable each year

· scholarships for a particular attribute (academic, sport or special abilities)

· national scholarships for any college

· scholarships for a specific college

· scholarships that are need-based 

Investigate foundations, religious organizations, civic groups, fraternities or sororities, and patriotic or fraternal associations like American Legion, YMCA, 4-H Club, Elks, Kiwanis, Jaycees, Chamber of Commerce and Boy or Girl Scouts.  Also explore organizations associated with your field of interest such as the American Medical Association, Society of Automotive Engineers, or the American Bar Association.  Veterans' educational benefits are available if you are an eligible dependent of a veteran. 

You can get fast and free scholarship information on the Internet.  A software program called fastWeb, http://www. fastweb. com/, gives information about 200,000 scholarships, grants, and loans available to both undergraduate and graduate students.  You complete a student profile about your major, grade-point average, special interests and ethnic origin.  The information is sent to your e-mail address within 15 minutes and lists the financial aid sources and their requirements.  In the future they will also send new financial aid listings that are appropriate to your circumstances. 
The scholarship awards do not reduce the family contribution.  This figure (family contribution) has been established in the need analysis process and it will always remain the same in any financial aid package.  A scholarship will not reduce your family contribution amount, but it will certainly help significantly to pay college costs.  A need-based scholarship can only be awarded to a student who has shown financial need.  If the family contribution is equal to the costs of attending college, then this type of scholarship will not be awarded because no need is shown to exist.  Scholarships for a particular skill or attribute are awarded regardless of a student's financial need and will reduce the costs of college by the amount of the award. 
DISCUSSION QUESTIONS
1. With fewer scholarships and loans available, is financial aid only available to low income students? 




 
2. Will going to college part-time lessen the chances of receiving financial aid? 




 
3. Are there ways to reduce the cost of college? 

 
4. What responsibilities are associated with student loans? 




 
5. Are your parents eligible for financial assistance to help finance your college education because of an affiliation with the military, employment, union, trade group,  or patriotic/ civil /fraternal organizations?
ACTIVITY
Using the "Checklist For Financial Aid Forms" and the process for applying for financial aid, create a calendar to identify all the deadlines and requirements.  Information is available in high school counseling offices or college admissions offices, including the important deadline dates for the federal and state governments and private sources of funds. 

Give students copy of our Brochure.
See PowerPoint presentation at:  http://www.in.gov/dfi/education/MiniLessons/CollegeFinAidMini.ppt 

CHECKLIST FOR FINANCIAL AID FORMS

_____Read all forms carefully.  Indicate all deadlines and requirements for each source of 
          financial aid so that you can prepare and organize the materials needed to meet each
          deadline.  


_____List all the forms required for each college and source of financial aid separately
           with their deadlines. 

_____Before mailing any form, make sure that it is filled out completely and  accurately. 

_____Make copies of all the forms pertaining to your admission and financial aid. 

_____Send all important forms and documents by certified mail. 

_____Create a file to keep all correspondence received from government and college
           offices. 

_____Read all correspondence to make sure that all the forms you submitted have been
          accepted or processed. 

_____If additional information is requested, submit without delay so that processing of your
          application will not be held up or disqualified. 

_____After receiving your award letter, review all the parts of your financial aid package. 
          Follow through on any/all required instructions immediately.  

_____After making your selection, notify the chosen college of your acceptance of their
          offer and inform the other colleges of your decision so that the financial aid funds
         reserved for you can be released. 
          
Sources Of Additional Information
Don't Miss Out, The Ambitious Student's Guide To Financial Aid, Leider, Robert and Anna, Alexandria, VA: Octameron Press.  (1992). 
Expensive Lesson, College Manipulate Financial Aid Offers, Stecklow, Steve, Wall Street Journal, p.  A1W-A1E, Col.  6, (April 1, 1996). 
Haggle Your Way To A Lower Tuition, Longo, Tracey, Kiplinger's Personal Finance Magazine, pp. 61-63, (April 1996). 
How To Go To College For Free, Bowman, Linda, Chicago, IL: Probus Publishing Company.  (1991). 
Loans for Higher Education: Be a Wise Borrower, American Student Assistance, free by calling 1-800-634-9308. 
The Student Guide, Financial Aid 1996-97, free by writing:

U. S.  Department of Education
Student Financial Assistance Programs
Federal Student Aid Information Center
P. O. Box 84
Washington, DC 20044-0084

Internet Site address:  http://www.ed.gov
Note:  The links in this Mini-lesson that go to web sites outside of this agency's control are provided as a convenience only.  The Department takes no responsibility for their content.

HOW FINANCIAL AID CAN HELP

Financial aid helps meet the expenses of a college education, including tuition, fees, books and course materials, housing, food, and transportation.  It is designed to supplement the amount of money you have available to pay for your college education.  

You should apply for financial aid if you have calculated your total college expenses and estimated the help you can receive from your family and then determined that you will need more money to pay for your educational expenses.  Even if you think that you are probably not eligible for financial assistance, you should apply! Many students are not aware that junior colleges or vocational/trade schools offer financial assistance to qualified students as well. 

WHO GETS FINANCIAL AID

Basically, financial aid is given on the basis of need.  Need is defined as the difference 

between what it costs to attend a specific college and what you can contribute to those

expenses.  If your education will cost more than you are able to pay, then you have demonstrated financial need.  This also means that the amount of financial assistance you receive will vary by the costs of the college you select.  For example, tuition and expenses are usually higher at a private college than at a state school.  If you commute to a college, the costs are considerably reduced.  You could very possibly afford to go to a higher priced private school if you qualify for financial aid.  With financial aid you can select the best college for your major in pursuit of the best possible education. 
TYPES OF FINANCIAL AID

Three types of financial aid are available to college students:

Grants and Scholarships


These are financial assistance awards that do not have to be repaid and are available through many different sources such as federal and state governments, professional and service agencies, private foundations, and colleges.  Grants are bestowed on the basis of need, while scholarships are based on either need and/or outstanding achievements. 

Loans

Loans are financial aid available to both parents and students.  They are subsidized by either the federal or state government, financial institutions, or the college and may have lower interest rates than regular loans.  Generally, you do not start paying on these loans until after college graduation.  It is easier for students with no established credit to qualify for student loans. 
Work-Study Programs

These programs allow the student to go to school while earning money toward their education costs.  These jobs are usually 10 to 15 hours a week on campus.  Wages are based on federal minimum wage guidelines.  Work-study students have to be enrolled at least half-time and show progress in their studies. 
Usually, financial aid is a combination of different kinds of assistance and called a "financial aid package. " The financial aid administrator at the college will put together your financial aid package and tell you if you qualify for special aid such as vocational rehabilitation. 

ELIGIBILITY

A student's eligibility to receive financial aid is calculated by a process called need analysis.  The information you provide on a FAFSA (Free Application for Federal Student Aid) is analyzed according to a formula designated by Congress.  This need analysis will determine how much money a student and his family are expected to pay for a college education based on where they live and family circumstances.  You can receive a copy of the FAFSA by calling 1-800-4-FED-AID. 

STUDENT FINANCIAL NEED ANALYSIS PROCESS

Costs of Education:  Includes costs of tuition, fees room /board books, supplies transportation. Cost of Education MINUS expected Family contribution, EQUALS financial need.

Expected Family Contribution (EFC):  Based on the financial resources of a student and his or her family.

Financial Need:  Students can receive up to this amount of need-based financial aid.
The financial need amount will be paid through your financial aid package; a combination of grants, scholar-ships, or work/study program.  If there are any remaining financial need monies, they will be considered for loans. 
State student assistance programs are normally restricted to legal residents of that state.  Private financial aid programs usually require students to be citizens but also have programs for foreign students.  The federal government is the major source of student assistance programs.

APPLYING FOR FINANCIAL AID

The process of applying for financial aid can be complicated and time consuming.  However, you do not need to apply separately to each college you are considering.  It is important to know what you have to do, when you have to do it, and how to do it right the first time. 
See our Mini-lessons at:  http://www.in.gov/dfi/education/MiniLessons/college_financial_aid.htm 

The Indiana Department of Financial Institutions, Division of Consumer Credit has many other credit related brochures available, such as:

Answers to Credit Problems

Applying for Credit

At Home Shopping Rights

Bankruptcy Facts

Buried in Debt

Car Financing Scams

Charge Card Fraud

Choosing A Credit Card

Co-Signing

Credit and Divorce

Credit and Older Consumers

Deep in Debt?

Equal Credit Opportunity

Fair Credit Reporting

Fair Debt Collection

Gold Cards

Hang up on Fraud

High Rate Mortgages

Home Equity Credit Lines

How to Avoid Bankruptcy

How to Cut the Costs of Credit

Identity Theft

Look Before you Lease

Mortgage Loans

Older Consumers 

Repossession

Reverse Mortgage Loans

Rule of 78s – What is it?

Secured Credit Card Scams

Shopping for Credit

Using Credit Cards

Variable Rate Credit

What is a Budget?

What is the DFI?
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Call our toll-free number or write to the address on the cover for a copy of any of the brochures listed or for further consumer credit information.   

COLLEGE FINANCIAL AID 
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DEPARTMENT OF FINANCIAL INSTITUTIONS

Consumer Credit Division

30 South Meridian Street, Suite 300

Indianapolis, Indiana 46204

317-232-3955

1-800-382-4880 
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