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INTRODUCTION

Best regards,

Derek Delaney

Determining how to pay for college can be the
biggest financial decision a family will ever
make. Many parents understand how valuable
a college education and college experience
are. But along with those benefits comes a
cost, and that cost continues to rise. 

So what options do families have? Many
believe in the mantra "just get in and we'll
figure it out later," which is very dangerous.
Other's believe in borrowing as much as you
can today, while worrying about paying it back
later. Again, not the best alternative.

Instead, families should be more proactive
with their college planning. Diligence in the
college planning process can pay off big time
in the long run. But it can be tough figuring
out how to get started and even trickier trying
to piece it all together.

That is why, in this eBook, I break down the 6
critical steps each family should take on their
college planning journey. I hope you enjoy it!



WHY COLLEGE PLANNING IS SO
IMPORTANT

Before we jump into the 6 steps
every family should take in their
college planning process, I want to
highlight why it's so important to
begin with.

First, college planning is much more
than just contributing to a 529
college savings plan. Many
universities cost between $25,000 -
$90,000 per year. It's hard for most
families to save for that alone.
Especially ones with multiple kids.

Second, about one in seven people
in America are carrying student loan
debt. Of those people, the fastest
growing demographic are those over
the age of 50.

So college planning isn't just about
getting your kids through college. It's
making sure their future life (and
yours) isn't suffocated by *debt.

*A good rule of thumb for student loan payments is expecting to have a
$100/month payment for every $10,000 borrowed over 10 years.



STEP 1: FIGURE OUT HOW MUCH COLLEGES
THINK YOU CAN AFFORD

The first step in the college planning process is figuring out how much
colleges think you can afford. For the majority of people, this begins
with filling out a FAFSA application. The Free Application for Federal
Student Aid (FAFSA) takes a little under an hour to complete and it's
primary goal is to produce a number called your Expected Family
Contribution (EFC). 

Your EFC is what is believed you can afford to pay toward your child's
college expenses. But how is it calculated? First we need to determine
which of your assets is Assessable and which are Non-Assessable.

Assessable asset are those that will be included in the formula that
determines your EFC. Non-assessable assets will not be included.

 

Assessable Assets Non-Assessable Assets
Cash

529 Savings
Coverdell ESA
Mutual Funds

Bonds
Stocks

Rental Properties (equity)
Vacation Properties (equity)

Traditional IRAs
Roth IRAs

401(k)s, 403(b)s, 457
Pensions
Annuities

Cash Value Life Insurance
Primary Home (equity)

Business



Once you determine which assets will
be assessable in the EFC calculation,
you can turn your attention to your
income. The higher your household
income, the bigger your EFC will be. 

It's also worth noting that your child's
assets and income are part of that
calculation as well.

When everything is tallied up, the resulting number is your EFC.
Below is a chart that outlines this calculation for you.

Category Calculation Percentge Totals

Parent Assets

Student Assets

Parent Income

Student Income

- Asset Allowance

- Nothing

- Taxes & Living
Expenses

- Taxes & $6,600
Allowance

X 2.4% - 5.64%

X 20%

X 22% - 47%

X 50%

Parents Contribution
From Assets

Students Contribution
From Assets

Parents Contribution
From Income

Students Contribution
From Income

= Total EFC



This is where
you insert a
little title and
call to action

It will allow your child to qualify for Merit Scholarships1.

Now you can see why it starts getting tricky for families who make
over $150,000 per year. Parents income is one of the largest
underlying factors in determining your EFC. More income = higher
EFC. 

But does this mean that you should give up on filling out a FAFSA
form all together? The answer is no. Even if you feel you earn to
much money, it's still smart to complete the FAFSA process. There
are 4 main reasons why.

2. It will allow your child to qualify for Direct Student
Loans (loans are considered "aid").

3.You may qualify for needs based aid if the cost of
college is high enough, regardless of how much you
make.

4. Things change. Divorce and death could cause a
substantial decrease in EFC, so it's good to have a FAFSA
record on file in case something like this happens.



STEP 2: FIGURE OUT HOW MUCH YOU CAN
ACTUALLY AFFORD

Far to often, parents and kids
underestimate or overestimate what
they can actually afford to pay each
year. This leads to poor decision
making later on in the process.

To address this problem, families need
to pre-approve themselves. Taking
stock of what you currently have set
aside for college, plus what you plan to
contribute going forward, is a great first
step.

To do this, start by making a list of all the available college funding
sources you have. These could include 529 savings plans, investment
accounts, savings bonds, retirement accounts (use with caution), or
property equity. Make a list for you and your child.

Next, figure out how much you plan to contribute to each source
between now and when that child gets to college.

Finally, make sure to include any outside resources, like grandparents
who may want to contribute. The goal is to get as precise as you can
in figuring out what financial resources you have available to use and
what amounts those resources are projected to be.

Having this information at your fingertips will allow you to intelligently
go shopping for college.



STEP 3: FIND THE SCHOOLS THAT WILL BE THE
MOST GENEROUS WITH FINANCIAL AID

This is where it gets tricky. It is very rare today that any family will
ever have to pay the actual sticker price to attend college. This is
because many schools offer their own Merit and Needs based
financial aid packages.

Merit Aid = Your child's unique qualifications

Needs Aid = Families that demonstrate the most financial
need

So as a parent, what can you do to figure out which schools will be
the most generous with their financial aid packages? The first step is
to figure out which quadrant you and your child fall into.

High Merit/Low Need High Merit/High Need

Low Merit/Low Need Low Merit/High Need

Look for non-need based Merit aid
Private Scholarships
Test Prep
School Selection

Look for 100% Needs Met Aid
Merit aid
Test Prep
EFC Reduction

Test Prep
School Selection
Tax Aid

Look for 100%  Needs Met Aid
EFC Reduction
Timely Applications



It's not always the case, but if your family income is
over $150,000, you're probably looking at options on
the upper and lower left quadrants. 

If your child has high merit, (great grades and test
scores) and low financial need, you're looking at trying
to find schools that offer the best merit aid packages.
Things like test prep and private scholarships will also
be something to consider going after as well.

If  your child has low merit and low financial need,
school selection becomes very important. Finding
schools that offer higher percentages of merit aid also
become important.

Pro Tip:
Schools compete with each other for our children more

than we realize. Often times this leads to colleges offering
deep discounts (in the form of merit aid) to the kids they
really want attending their school. So as a parent, know
that you have more negotiating power than you think. 

 
Apply to at least 5 colleges and use multiple award letters

to try and get your favorite school to sweeten their aid
package.

 
Write a letter to the admissions office and show them the

award letters from the other schools. You'll be surprised at
how much more you can get out of colleges in the form of

aid if you push a little harder.



STEP 4: FIGURE OUT THE "OUT OF POCKET"
COST OF EACH INSTITUTION

This next step involves a little math, but
it will make a world of difference. Once
you've identified which schools your
child wants to attend, your EFC, and
what you can actual afford, you can now
figure out what the actual cost will be as
an apples to apples comparison.

For Example:

School COA EFC Merit/Needs
Aid

Yearly Net
Cost

Delaney
University

$55,000 $18,000 $34,000 $21,000

Upstate
University

$28,000 $18,000 $6,000 $22,000

PharmD
University

$60,000 $18,000 $48,000 $12,000

You can see that the cost of attendance (COA) very rarely results in
the actual out of pocket cost for families. You can also see why
finding the schools who offer the best aid packages can really be a
boost for families monetarily in the long run.



STEP 5: THE COLLEGE FUNDING GAP &
RESULTING STUDENT LOANS

Finally, the last step for families is to determine their funding gap and
what those resulting student loans will be. To be clear, I'm not anti
student loans. I'm on the side of being anti to much student loans. So
being able to compare the after college student debt payments,
based on school attended, could better help families determine if the
return on education at that university is worth the higher student
loan payments.

School 4 Year Net
Cost

Money
Saved

Funding Gap
(Loans)

10 Yr Total
Loan Pmts

Delaney
University

PharmD
University

Upstate
University

$60,000

$60,000

$60,000

$84,000

$88,000

$48,000

$24,000

$28,000

$0

$32,701

$38,152

$0

Now we can have productive
conversations with our kids. Does
attending Upstate University really
provide $38,152 more in value than
PharmD University.

You can also talk about the
opportunity costs of having those
loans after graduation. 



STEP 6: HIRE PHARMD FINANCIAL
PLANNING TO HELP

Your college planning decisions will have an
impact on all of the other areas of your
financial life. It's critical that these other
factors are considered when making your
college planning decisions.

This is where having a trusted financial
professional on your side, can be extremely
valuable. It's also the role that I fill for my
clients.

I help families understand, coordinate, and implement college
planning strategies within the context of their overall financial picture.
I also providing free student loan consultations to all of my client's
children as well. I'm here to help from beginning to end.

I'm also a Certified Student Loan Professional so I have the
expertise needed to navigate all of the complexity for you.

To learn more, schedule your free consultation. Visit the website
pharmdfp.com and click "Schedule A Consultation"

PharmD Financial Planning is located in Owatonna MN and works
with clients locally and virtually, nationwide.



Diligent college planning can mean the
difference of ten's of thousands of dollars for
you and/or your child. The tough part is that the
rules are expected to change in the coming
years and college planning may become even
more complicated and expensive for families.
It's going to make the planning process that
much more important.

Use this eBook as your guide, but also know
that it shouldn't be your ultimate college
planning resource. Each one of these steps
deserves to be taken to a much deeper and
more customized level for each family.

I wish you all the best on your college planning
journey! 

Your friend,

WHAT IT ALL ADDS UP TO

Derek Delaney



Disclosures

PharmD Financial Planning LLC is a registered investment advisor offering
advisory services in the State of Minnesota and in other jurisdictions where

exempt. Registration does not imply a certain level of skill or training.
 

The information in this presentation is not intended as accounting, tax, or legal
advice, as an offer or solicitation of an offer to buy or sell, or as an

endorsement of any company, security, fund, or other securities or non-
securities offering. This information should not be relied upon as the sole factor

in an investment making decision.
 

Past performance is no indication of future results. Investment in securities
involves significant risk and has the potential for partial or complete loss of

funds invested. It should not be assumed that any recommendations made will
be profitable or equal any performance noted in this presentation. 

 
The information in this presentation is provided “AS IS” and without warranties
of any kind either express or implied. To the fullest extent permissible pursuant

to applicable laws, PharmD Financial Planning LLC disclaims all warranties,
express or implied, including, but not limited to, implied warranties of

merchantability, non-infringement, and suitability for a particular purpose.
 

PharmD Financial Planning LLC does not warrant that the information in this
presentation will be free from error. Your use of the information is at your sole
risk. Under no circumstances shall PharmD Financial Planning LLC be liable for
any direct, indirect, special or consequential damages that result from the use
of, or the inability to use, the information provided in this presentation, even if

PharmD 
 

Financial Planning LLC or a PharmD Financial Planning LLC authorized
representative has been advised of the possibility of such damages.

Information contained in this presentation should not be considered a
solicitation to buy, an offer to sell, or a recommendation of any security in any

jurisdiction where such offer, solicitation, or recommendation would be
unlawful or unauthorized.


