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EBOOK DISCLAIMER BY SEQ LEGAL 

(1) Introduction 

This disclaimer governs the use of this ebook.  By using this ebook, you accept this disclaimer in full. 

(2) Credit 

This disclaimer was created using an SEQ Legal template. 

(3) No advice 

The ebook contains information about college funding strategies.  The information is not advice, and should not be treated as such. 

You must not rely on the information in the ebook as an alternative to financial, taxation, accountancy or other advice from an 
appropriately qualified professional.  

(4) No representations or warranties 

To the maximum extent permitted by applicable law and subject to section 6 below, we exclude all representations, warranties, 
undertakings and guarantees relating to the ebook. 

Without prejudice to the generality of the foregoing paragraph, we do not represent, warrant, undertake or guarantee: 
that the information in the ebook is correct, accurate, complete or non-misleading; or that the use of the guidance in the ebook will 
lead to any particular outcome or result. 

(5)  Limitations and exclusions of liability 

The limitations and exclusions of liability set out in this section and elsewhere in this disclaimer: are subject to section 6 below; and 
govern all liabilities arising under the disclaimer or in relation to the ebook, including liabilities arising in contract, in tort (including 
negligence) and for breach of statutory duty. 

We will not be liable to you in respect of any losses arising out of any event or events beyond our reasonable control. 

We will not be liable to you in respect of any special, indirect or consequential loss or damage. 

(6) Severability 

If a section of this disclaimer is determined by any court or other competent authority to be unlawful and/or unenforceable, the other 
sections of this disclaimer continue in effect.   

If any unlawful and/or unenforceable section would be lawful or enforceable if part of it were deleted, that part will be deemed to be 
deleted, and the rest of the section will continue in effect.  

(7) Our details 

In this disclaimer, "we" means (and "us" and "our" refer to) Halpern Financial, a fee-only wealth management firm in the United States.. 

Halpern Financial  
http://halpernfinancial.com/ 

Virginia Office: 20365 Exchange Street, Suite 200, Ashburn, VA 20147 
Maryland Office: 401 North Washington Street, Suite 330, Rockville, MD 20850 

  

http://www.seqlegal.com/
http://halpernfinancial.com/
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Why Read this Ebook? 
Figuring out how to send your child to college is no easy feat. In America, the average college 
savings amount is at its lowest level in three years, but the cost of tuition continues to rise. 
According to the Bureau of Labor Statistics, from 2005-2015, the cost of college has increased 
an average of 5% per year. Given that rate, the cost of college for a child born in 2016 will double 
by the time she is 15, and today’s high school freshmen can expect college to be 20% more by 
the time they graduate. 

Even families with high incomes who are saving diligently can struggle to keep pace with the ever-
increasing cost of higher education. While there are certainly worse situations to be in than having 
too much income to qualify for need-based aid, time and time again I have seen parents in my 
community stuck in limbo. Their incomes are strong. They are saving. But because the cost has 
increased so fast, it seems unaffordable and overwhelming. Their children may be forced to take 
on large amounts of debt. These families are who inspired me to write this book. 

I partnered up with a college search counselor and we have been giving talks to families in the 
region about “Late-Stage College Funding” since 2012. The parents of high school students who 
attend these talks are generally surprised to learn that the “sticker price” of tuition, room and board 
is not necessarily the amount of money they will need. There are significant “discounts” available 
to students who plan well and take advantage of all the merit aid available to them. 

Unfortunately, it can be a confusing process if you have never gone through it before.  And after 
sending two children off to college and advising numerous families in the college funding process, 
the one constant I have seen is that no two situations are exactly alike. The good news is that 
there are many paths that families can take to meet their college funding needs and in some 
cases, even lessen the cost! 

This multitude of options—and the complexity of how to fit college funding into your overall 
financial life— is why I’ve structured this guide as a “Choose Your Own Adventure” book. Just 
click the link that describes your situation, and let’s get started. 

I have young kids and want to make sure I’m getting started on the right foot. 

I already have some savings, but want to make sure we’re on track. 

My kids are in high school and we’re figuring out where to apply. 

My kids are already in college. Now what? 

Just give me a one-page summary. 

 

  

http://data.bls.gov/timeseries/CUUR0000SEEB01?output_view=pct_12mths
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Getting started on the right foot with college savings. 
The best thing you can do with college saving is to start as early as possible. The earlier you start 
saving for college, the more time your money can grow in a 529 account (more on those later). 
This allows you to take advantage of compound growth.  

This chart shows the impact of starting early and saving systematically every month versus 
delaying. Assuming a 6% average annual return, investing $200 per month when a child is born 
would add up to $77,864 in total savings at the start of college. However, waiting just five years 
means that you would need to save $324 each month to reach the same goal. In other words, 
compound growth has a significant impact on the success of achieving your goals. 

 
Or consider it this way: if you start saving $200 monthly at your child’s birth, you could have nearly 
$32,000 more than you would by waiting five years to start saving the same amount. That is the 
power of compounding.  
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Choosing how to save for college 
College saving is on the rise—nearly 75% of parents are now saving for college, compared to just 
half in 2007, according to Fidelity’s College Savings Indicator Study. This is a positive trend, but 
it is important to save in an efficient way.  According to a 2015 study by Sallie Mae, about half of 
the parents who do save use a bank savings account.  

While having some savings is better than nothing, using a savings account is actually the least 
effective way to grow college funds (other than not saving at all). As of this writing, the going rate 
for an online high-yield savings account is about 1%. For a traditional savings account at your 
local bank, the national average is a paltry 0.09%! Think about that in the context of the lost 
opportunity to benefit from compound interest.  

 
With such a drastic difference in growth potential, clearly an investment account with access to 
stocks is preferable to a savings account. While it is not possible to predict market returns with 
any level of certainty, we can look to the past for an estimate. Vanguard research shows that a 
balanced portfolio of 60% stocks and 40% bonds (a typical allocation in many college savings 
529 plans) had average annual returns of 7.8% from 1926-2015.  

Granted, some years were higher than 7.8% in that time period, some were lower, and 
unfortunately, no one has a crystal ball to figure out which will be good years or bad in the future. 
But just to put that 7.8% in perspective—if you had saved $200 per month starting at the child’s 
birth, even with no annual increases, those savings would snowball to $95,026 by the time the 
child was 18, thanks to the power of compound growth. 
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https://www.fidelity.com/about-fidelity/individual-investing/10-year-college-progress-report
https://www.salliemae.com/plan-for-college/how-america-saves-for-college/
https://personal.vanguard.com/us/insights/saving-investing/model-portfolio-allocations
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Growth of $200/month savings at 7.8% for 18 years 

 
A college savings account with access to investments gives you the best opportunity to meet your 
funding goals. 

What options do I have to save for college? 

Skip ahead to the recommended strategy. 
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Your College Saving Options 
 

 

This chart does not constitute tax advice. Please contact your CPA for tax advice customized to 
your situation. 

  

Type of Account Eligibility Max. Contribution  Fees Impact on 
Financial Aid 

UGMA, UTMA trusts 
Any child up to age 
of majority (18 – 
21) for your state 

No limit. 
Up to $14,000/ yr in 2016 
may be is excluded for gift-
tax purposes. 

Varies 

High: Traditional 
UGMA or UTMA 
accounts are 
treated as a child 
asset. 
 
Low: UTMA 529 
plans are treated 
as a parental 
asset. 

Grandparent Gifting Anyone 

No limit. 
Up to $14,000/ yr may be 
excluded for gift-tax 
purposes, with a 5-year 
carry-forward. 

Varies Varies 

Life Insurance Anyone No limit High Potentially high 

Tax-
advantaged 
college 
savings plans 

529 Plans Anyone 

Varies by state, but generally 
very high ($200,000+ total 
per beneficiary).  Up to 
$14,000/ yr may be excluded 
for gift-tax purposes, with a 
5-year carry-forward. Low Low 

Coverdell 
Education 
Savings 
Account 

Eligibility starts to 
phase out at 
parental income of 
$95,000 

$2,000 per year 
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UGMA & UTMA Custodial Accounts 
Though minors cannot own property, the Uniform Gift to Minors Act (UGMA) and Uniform Transfer 
to Minors Act (UTMA) provide an exception for parents to create investment accounts for children. 
In these accounts, parents can gift assets/property to their children that will be managed by a 
trustee until the age of trust termination.  This varies by state---and in some states, the age is 21, 
when the child is likely already in college. 

UGMA and UTMA funds are a completed gift—meaning that the assets are owned by the 
child/student. It also means that all assets inside of a UTMA or UGMA are considered assets of 
the student for purposes of financial aid. Since students are expected to contribute a greater 
percentage of their assets than parents, a large UTMA or UGMA may reduce the amount of 
financial aid the student qualifies for.  This would be a reason not to use an UTMA or UGMA if 
your student could potentially be eligible for need-based financial aid. 

If you already have an UGMA or UTMA, and you think your family may qualify for need-based 
financial aid, you may be able to transfer it to an UTMA 529 Plan to get the tax benefits and more 
favorable financial aid calculation. However, because UGMAs and UTMAs are completed gifts to 
the child, you will not be able to change the beneficiary of the 529 account funded with UGMA or 
UTMA funds. 

If it is clear that you do not qualify for need-based aid, then a tax savings strategy that many have 
referred to as a ‘tax scholarship’ can be used.  You can gift appreciated assets (i.e., stocks or 
mutual funds) to your student from your own investment account. The student then sells these 
assets for cash in his or her UGMA/UTMA account, but in most cases does not have to pay capital 
gains taxes on realized gains under $2,100 for 2016. For students that provide more than half 
their support from earned and unearned income, there is even more capital gains that can be 
realized tax free.  

Back to College Saving Options 

I understand the college saving options available to me…but how do I create a saving strategy? 
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Grandparent Gifting 
When grandchildren are born, many grandparents give saving bonds as a gift for the newborn’s 
future college costs. For decades, this was the preferred way to save for college. But now there 
are many other options available—so perhaps instead, the grandparents have created an UGMA, 
UTMA or a 529 Plan for the benefit of the child. All of these gifts are made with the best of 
intentions…but unfortunately, there are unintended complications that can result.  

Type of Gift Potential Pitfalls 
Savings Bond • Interest rates are near historic lows. With a 10-year bond yielding 

interest of just 1.6%, and college costs increasing about 5% per 
year, savings bonds alone will not provide for college.  

• While students can redeem savings bonds they own tax-free for 
educational expenses, the grandparent is liable for the income 
tax bill unless the grandchild is a dependent of the grandparent. 

• The tax exclusion is phased out at higher income levels. (Partial 
phase-out starts at MAGI of $76,000, and if your MAGI is over 
$91,000, there is no tax benefit at all.) 

Trust • Costs are high to establish a trust 
• Any investment income will be taxed at a high tax rate 

Custodial 
account:  
UGMA or UTMA 

• Any investment income above $2,100 will trigger the “kiddie tax.” 
This means it will be taxed at the parents’ higher rate. 

• Counts as a student asset according to FAFSA, and annually 
reduces eligibility for financial aid by 20% of the value of the 
account. 

Appreciated 
Assets 

• May be subject to the “kiddie tax” in some scenarios 
• Reduces eligibility for financial aid by 20% of the value of the 

asset 
529 Plan • If the account is in the grandparent’s name, qualified withdrawals 

from the account will be treated as the student’s income for 
financial aid calculations.  

Giving directly to 
the school’s 
bursar office 

• Giving in this way is completely gift tax free, but it will impact 
need-based financial aid. 

This chart does not constitute tax advice. Please contact your CPA for tax advice customized to 
your situation. 

While you shouldn’t let the tax tail wag the investment dog, these pitfalls can further complicate 
an already-complicated process. So what is the “right” way for grandparents to give? 

529 Plans: In general, 529 Plans are the best deal available because they allow students to 
benefit from investment growth and tax-free distributions, no matter what their parents’ or 
grandparents’ income level. To take advantage of this, create a 529 Plan in the grandparents’ 
name to benefit from the compounding of investment growth, as well as any state tax deductions 
that may apply. This technique may also be beneficial to shift assets out of the grandparents’ 
estate if that is a goal.  

Make sure the 529 distributions are made in the final two years of the child’s college 
education to avoid FAFSA/financial aid impact. Prior to that, the parents and student should 
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use their own 529 Plan assets.  Grandparent owned 529 plan assets are not reportable on the 
FAFSA but parent and student owned 529 plan assets are factored in at a favorable rate. 

If you want to gift a large amount of appreciated assets: Unless realized gains are under 
$2,100, wait to use this strategy until the student is in graduate school to avoid the “kiddie tax,” 
which no longer applies once the student is 24 or older.  

Back to College Saving Options 

I understand the college saving options available to me…but how do I create a saving strategy? 
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Life Insurance  
Some insurance agents and even some financial advisors may try to convince you that the cash 
value of a life insurance policy is a good way to shelter your assets from FAFSA 
calculations…while failing to mention the expensive fees associated with withdrawing your 
money, or the fact that 529 Plans and Coverdell ESAs are specifically designed for college 
funding. Life insurance is not.  

Life insurance is a risk management tool and an important part of your overall financial plan to 
protect your family in the case of loss of property, loss of income or liability exposure (to name a 
few)—but it is  not a savings or investment vehicle. The confusion often arises because life 
insurance has an annual “savings” aspect to it in the form of the premium, but there are steep 
costs associated with accessing those savings. 

Think about other types of insurance you have. If it were possible, would you take money from 
your auto insurance policy, thus lowering the amount available to you in case of an unexpected 
accident? Of course not—this would open you up to significant financial risk.  

Life insurance really has only two purposes: replacing income in case of the policyowner’s death, 
and it can be used to limit taxes on assets of the deceased (though this strategy is used less often 
now that the estate tax exemption is so high). An insurance agent who has a vested interest in 
selling life insurance may try to convince you that this is a way to shelter assets from FAFSA 
calculations but there is no particular benefit to taking money from life insurance to pay for college 
instead of using a 529 Plan. As we cover in the FAFSA section, parental income has much more 
bearing on the student’s financial aid than parental assets—and you cannot hide that information. 

Cost 

• Sales commission: When you pay your premium each year for whole, universal, or 
variable life insurance, part of the premium goes toward the cash value, which grows 
over time.  (Term life insurance has no cash value.) However, part of what you pay 
annually also goes to the insurance agent as a commission.   

• Surrender fees: Funds held in an insurance vehicle are not liquid—meaning that you 
cannot simply withdraw them when you want to. There is often a costly surrender fee 
to access your money. 

• Investment management fee and cost of mutual funds:  For variable life insurance, 
there is a fee to manage the investments in the plan, plus the cost to invest in individual 
funds (plus the insurance commission). Vanguard studies have shown that low costs 
are one of the most significant indicators of outperformance, so having three levels of 
fees eats into your potential investment return. 
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Tax Consequences 

Contributions are not tax-deductible.   

Effect on Financial Aid 

It is true that life insurance is not taken into account for a college’s financial aid need analysis. 
However, withdrawals from a variable life insurance policy count as untaxed income to the 
beneficiary on financial aid application forms. This can have a severe negative impact on eligibility 
for need-based financial aid, reducing aid eligibility by up to half of the amount withdrawn. 

Given all the expenses above, life insurance is an unnecessarily costly way to fund college needs 
when there are other options available. College savings plans like 529 Plans and Education 
Savings Accounts (ESAs) are specifically designed for low-cost, tax-advantaged college savings. 

Back to College Saving Options 

I understand the college saving options available to me…but how do I create a saving strategy? 
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Tax-Advantaged College Savings Plans 
You have two options when it comes to Tax-Advantaged college savings plans: a 529 Plan or a 
Coverdell Education Savings Account (ESA). 

 

 529 Plan Coverdell Education Savings 
Account (ESA) 

Tax treatment Tax-advantaged growth 
Contributions may be deductible 
from state income tax.  
Tax-free withdrawals for 
qualified higher education 
expenses. 
 

Tax-advantaged growth 
Contributions are not deductible.  
Tax-free withdrawals for qualified 
higher education expenses and 
qualified K-12 education expenses. 
Withdrawn earnings are excluded from 
income to the extent of qualified higher 
education and qualified K-12 expenses. 

Federal Gift Tax 
Treatment 

Contributions treated as 
completed gifts (unless the giver 
passes away before the carry-
forward period ends); apply 
$14,000 annual exclusion, or up 
to $70,000 with 5-year election 

Contributions treated as completed 
gifts. 

Maximum 
Investment 

Varies by state, ranging from 
$200,000-$500,000. 

$2,000 per beneficiary per year 
combined from all sources 

Able to change 
beneficiary to a 
family member? 

Yes Yes, as long as new beneficiary is under 
age 30 or is a special needs beneficiary. 

Age Restriction None, in most states.  
(Some states require funds to be 
used within 30 years of high 
school graduation or, if the 
account was opened after high 
school, within 30 years of the 
account open date.) 

Must make all contributions before 
beneficiary is 18 and use the funds by 
the time the beneficiary is 30. 

Income 
Restriction 

None Ability to contribute phases out for 
incomes between $190,000 and 
$220,000 (joint filers) or $95,000 and 
$110,000 (single) 



 

16 

In almost all cases, I recommend 529 Plans over Coverdell ESA Plans to my clients 
(though, as with any financial planning, it does depend on your individual situation).  The 
contribution limits for a 529 plan are much higher than an ESA, and there is no income restriction. 
ESA accounts are restricted to families with gross income under $220,000/year and annual 
contributions are limited to a maximum of $2,000 per year until the beneficiary's 18th birthday. 
Unfortunately, even at current levels of in-state college tuition, that level of savings is not likely to 
meet the cost of college.  

Average cost 
nationwide for… 

2015-2016 
cost of 

tuition and 
fees 

2015-2016 
cost of 

tuition and 
fees, plus 
room and 

board 

2026 
projected 

cost of 
tuition and 

fees 

2026 projected 
cost of tuition 
and fees, plus 

room and board 

4-year in-state college $9,410 $19,548 $66,065 $137,241 

4-year private college $32,405 $43,921 $227,507 $308,357 

2-year in-state college $3,435 -- $11,470 -- 

Source: College Board, Savingforcollege.com, FinAid.com 
Projected costs estimated with the 10-year historical rate increase of 5%. 

 

Both ESAs and 529 plans have tax free distributions for qualified expenses; however, many states 
allow a state tax deduction for their residence who participate in the state sponsored 529 plan.  

There is also a tremendous amount of flexibility with unused 529 plan funds.  Certain state plans 
allow for an indefinite timeframe for an account to remain open.  In addition, accounts can be 
transferred between qualified family members (first cousins, siblings, off spring). In contrast, ESA 
accounts must be used by the time the beneficiary is 30. 

529 plans can be used to fund a broader range of programs (including qualified continuing 
education and certificate programs in addition to qualified college and graduate school programs), 
while ESAs can only be used for qualified K-12 programs, college and graduate school. 

CAUTION!  

Avoid any offer to use life insurance as a college savings vehicle. Why? 

  

http://trends.collegeboard.org/college-pricing/figures-tables/tuition-and-fees-and-room-and-board-over-time-1
http://www.savingforcollege.com/tutorial101/the_real_cost_of_higher_education.php
http://www.finaid.org/calculators/costprojector.phtml
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How to Find the Best 529 Plan for You 
You have a lot of choice when it comes to 529 Plans, but I recommend always looking at your 
state plan first. You may receive a state tax deduction for 529 Plan contributions. But be cognizant 
of the cost versus benefit of any plan. If you are paying steep fees or commissions to invest in 
your state 529 Plans, the tax benefit may not outweigh that cost, so it would be better to find a 
lower-cost plan in another state. 

Qualities to Look For: 

• Tax benefits in your state: Many states offer tax-deductible contributions to 529 
Plans. If your state does this, it is likely a good idea to use your home state plan over 
another state’s plan, unless investment fees are overly high. 

• Direct-Sold: While it can be beneficial to inform your advisor of your college funding 
goals so he or she has an understanding of how they may impact your overall financial 
life, steer clear of “Advisor-Sold” 529 Plans. It amounts to an extra cost with more 
benefit to the advisor than for you. 

• Low cost investments: As with any type of investing, the more fees you pay, the less 
stays in your account to benefit from compound growth. The majority of states have 
plans available with overall fees well under 1%.  

• Appropriate investment options: Most 529 Plans have a wide array of diversified 
investment options, as well as age-based portfolios that adjust based on how many 
years your child has left until college. Remember that equities have a high risk-reward 
profile, so as the college years approach, you should limit equity exposure (so as not 
to risk losing money in equities right as you need it most). 

 

Savingforcollege.com has a good comparison tool so you can view features of various state plans. 
If your own state does not offer tax deductions for 529 Plan contributions, you can select a high-
rated plan from anywhere in the country. 

  

http://www.finaid.org/savings/state529deductions.phtml
http://www.savingforcollege.com/compare_529_plans/index.php?page=select_method&plan_type_id=
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What if my child is older?  
The tax deduction benefits of a 529 Plan still apply, even if your child is about to begin college or 
is already in college. You can even have a tax strategy which includes continuing to contribute to 
a 529 Plan during the college years so that you can maximize the state tax deduction when 
applicable. 

For example, when my daughter was a senior in high school and my son was a senior in college, 
I still made contributions to both my daughter’s and son’s 529 plan accounts—even though she 
was about to start college and he had just graduated.  The advantage is that I can maximize the 
Maryland state tax deduction ($2,500 per beneficiary) and use the funds for either undergraduate 
costs or graduate school costs for either child. And as it turned out, my son went into the workforce 
as opposed to graduate school, so I can transfer his account to her.  This strategy is used to 
maximize state tax deduction benefits, so if you do not have state income taxes then this option 
isn’t for you.  Also, always check with your CPA to see if this strategy is appropriate for your 
specific circumstances.  

Back to College Saving Options 

I understand the college saving options available to me…but how do I create a saving strategy? 

How do I use my 529 Plan once my child enters college? 
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Developing a Saving Strategy  
It is important to point out that the type and duration of school will determine the level of savings 
required. When developing a savings plan, parents should consider many factors.  

Your level of savings will be based on: 

• Funding goal: Type and duration of college. 
• Household budget considerations: Although saving for college is crucial, it should 

not halt your ability to put money away for your retirement. Remember, you can always 
borrow to pay for college, but you cannot borrow for your retirement.  

• Tax benefits: Although this should not be the deciding factor on how much you save, 
tax consideration should be taken into account and discussed with your tax advisor.  

• Avoiding overfunding penalties: Focus on saving about 80% of anticipated 
expenses into a 529 Plan, and the remaining 20% can be funded from cash flow or a 
taxable account. 

 

How can we search for a college that fits in the budget and allows my child to thrive? 

I don’t have much time left to save. Is it worth opening a 529 account? 

Why is it a bad idea to overfund a 529 Plan? 

I’ve got a handle on saving—what about when it comes time to use those savings?   
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What if I Overfund My Plan? 
It is difficult to know exactly how much to save because it is impossible to predict the exact rate 
of college inflation, and the exact rate of investment growth. Thus, we recommend saving a 
maximum of 80% of your anticipated expenses. However, if you do have any excess funds left in 
a plan after covering all qualified expenses and to avoid penalties and taxes, you could name 
another family member as beneficiary of the plan. Any funds remaining in the 529 Plan can be 
transferred to another 529 Plan qualified beneficiary without penalty.  

If your child receives a scholarship, you can withdraw from the 529 Plan up to the amount of her 
scholarship penalty-free. You would, however, have to pay federal and state income tax on the 
earnings portion of the withdrawal, and may have to pay back any state income-tax deduction you 
received for your contributions. 

Any funds not used for qualified educational expenses will have to be reported as taxable income 
and incur a 10% federal penalty tax on the earnings portion. The principal portion is not subject 
to tax or penalty. With most 529 plans, you can shift any reportable earnings to your beneficiary's 
tax return simply by directing the plan administrator to make the withdrawal payable to the account 
beneficiary. If the 529 Plan you are using does not offer that option, you can consider rolling over 
to a more accommodating 529 plan before requesting the withdrawal. 

You may avoid the tax and penalty for as long as you want simply by retaining the funds in the 
529 Plan.  Depending on the rules of your individual plan, you may be able to maintain the account 
indefinitely. If you don't need the money and you like having it invested in a tax-deferred account, 
you can just leave it alone for the future education needs of your grandchildren.  

5 Years of College? 

A journalist once approached me about the topic of planning for five years of college. Numerous 
studies have shown evidence of this trend—the Complete College Organization reported in 2014 
that only 19% of full-time students earn a bachelor’s degree within four years. This is due to a 
combination of not being able to register for needed courses, switching majors, transferring 
schools and not taking enough credits per semester. This raises the question: should families 
plan for this additional cost, rather than being blindsided by it and taking on increased levels of 
debt? 

My personal opinion is that knowledge in power. If you know about the risk of not taking enough 
credits to graduate on time, you should plan to avoid that mistake rather than plan to make that 
mistake! Why pay 20% above the already-high cost of college for a 5th year? 

What if I Need to Save More? 

If you do see a need to save more than the cost of a four-year college, whether it’s for a 5th year 
or for graduate school, I would not recommend saving all of these funds in a 529 Plan. Ideally, 
you should save just 80% of the cost in a 529 Plan. Any excess funds above that should go in a 
taxable investment portfolio. Of course this will not have the Tax-advantaged growth and 
withdrawals of a 529 Plan, but it does give the liquidity to always access your money without a 
penalty, as well as the flexibility to use the funds for any purpose—whether it’s a gap year or a 
start to your graduate’s investment account. 

 
Ok, I’ve got a handle on saving—now how should we go about picking colleges? 
  

http://www.kiplinger.com/columns/ask/archive/2007/q0423.htm
http://www.nytimes.com/2014/12/02/education/most-college-students-dont-earn-degree-in-4-years-study-finds.html?_r=0
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Find Your Financial Safety School 
Creating a college list based on target, reach, and safety schools is very commonplace. 
However, too often, the college list ignores a crucial factor—whether they’re within your 
family’s budgetary reach.  

No one wants to tell their children not to shoot for the stars. But if the alternatives are a 
heartbreaking conversation about not being able to attend that dream school or decades of 
paying off student loan debt, sometimes the greatest thing you can do for your children in 
this process is to keep them grounded in reality. The good news is that even if the “sticker 
price” of a particular college seems financially out of reach, there may be merit aid 
scholarships or programs available to lessen the cost. 

So don’t leave the “cost of college” discussion for the late fall or spring of senior year when 
admission letters come in and a decision needs to be made. You could be forfeiting the 
opportunity to plan ahead and lessen the cost via scholarships or applying to schools with 
generous financial aid! Instead, think about the college list in terms of financial safety schools 
as well as academic safety, target and reach schools. You may find that your student’s 
academic target school may be a financial reach school, or that an academic reach school 
may be a financial target school. Researching all of this ahead of time can make the college 
choice process less stressful! 

Whatever scholarships are offered when admissions letters start rolling in may have a major 
role in the decision to attend one school over another—but at least your student will know 
this going in, and may have an extra incentive to apply for scholarships to a “financial reach” 
school. 

How Can I Find the True Cost? 
Before you can have an idea of what schools are within your financial reach, you need to know 
what the price of the school is. 

The good news is, it’s often cheaper than the “sticker price.” The bad news is that it can be difficult 
to figure out exactly what the actual price is. 

According to the National Association of College and University Business Officers, the average 
student received a discount of 49% off the stated price of college. This is due to a combination of 
need-based and merit-based financial aid—but of course, you may not know what scholarships 
your student will receive ahead of time. How can you get an estimate of the true cost? 

Use a Net Price Calculator 
Since 2011, Net Price Calculators are federally mandated to be on college websites so parents 
and students can get a better idea of what colleges really cost. You can find these calculators at 
CollegeBoard.com, or you may have to do some digging on the financial aid section of a college’s 
website. A few things to keep in mind as you fill out these calculators: 

• The more questions, the more accurate the calculator. The NPC only asks a few 
general questions, it is likely based on averages rather than real, specific numbers for that 
individual school. 

• Do not save your data or create a login. You may need to provide detailed income and 
tax information, so don’t create an account with this information saved. It might be more 
convenient, but you could be sacrificing your privacy or providing the school with 
information that could reduce financial aid offered.  

• It’s just a ballpark figure. Not all NPCs give an estimate of merit aid, and if your student 
is applying to a specialized program (nursing, engineering, etc.), there may be additional 

http://netpricecalculator.collegeboard.org/


 

22 

opportunities for scholarships. Remember, merit aid is how colleges attract students that 
fit a certain profile. International and out-of-state students may not get accurate results 
either, since some NPCs are based on in-state tuition. 

 
Evaluating Your Financial Situation 
Once you have a rough estimate of what colleges on your list really cost, it’s time to take a look 
at your family’s finances and see which schools may fit and which would need significant loans 
or merit aid to be affordable. Here are a few questions to ask yourself (in the order of priority): 

• Do you have emergency savings equal to 3-6 months of your core expenses? 
• Do you have high-interest credit card debt?  
• Do you contribute to your workplace retirement plan? You should contribute at least 

enough to get the match, but ideally you should work toward 10% of income, and 
eventually maximizing contributions. 

• Do you contribute after-tax income to your IRA or a taxable investment account? 
• Do you currently have college savings? 
• What is left over in monthly cash flow after saving for these long-term goals and the 

cost of daily living? 
This may seem harsh, but it is absolutely critical for parents to feel secure in their own future 
before setting money aside for college! This is a scenario where you need to take care of yourself 
in order to take care of others. You can borrow for college, but you can’t borrow for retirement.  

https://www.irs.gov/retirement-plans/plan-participant-employee/retirement-topics-401k-and-profit-sharing-plan-contribution-limits
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Find Your Financial Safety School Flow Chart 
 

  

Do you have an idea of what 
college costs? 

Use a Net Price Calculator to 
estimate. 

Can you afford that cost 
through college savings 
and/or monthly income? 

Evaluate household budget 
and existing college savings: 
How much leeway do you have 
to save without sacrificing 
financial security? 

Are you eligible for need-
based aid? 

Your Financial Safety School 
will be dependent on the merit 
aid your family receives. 

  Save to extent possible 

  Encourage your student 
to target schools with 
generous merit aid and 
apply for scholarships 
aggressively! 

  Do not sacrifice your 
future financial stability (or 
your child’s) by forgoing 
retirement saving or taking 
on unsustainable debt. 

 

You are right on track to your 
Financial Safety School, but 
make sure not to overfund 
your goal. 

 Save 80% of the 
anticipated cost in a 529 
Plan, and the remainder in 
taxable investment 
account(s). 

  Target schools that offer 
a great return on 
investment. 

Yes No 

Yes Not 
sure 

No 

Yes No 

Your Financial Safety School 
will be dependent on need-
based and merit aid. 

  Make sure you fully 
understand the aid offers 
from different schools. 
Compare the net price after 
aid. 

  Save to extent possible 

  Encourage your student 
to target schools with 
generous merit aid  

  Do not sacrifice your 
future financial stability (or 
your child’s) by forgoing 
retirement saving or taking 
on unsustainable debt. 
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Return on investment (ROI) with college choices 
Your child may have her heart set on an Ivy League school. Or perhaps your entire family 
are devoted alumni of your state college. How can you decide which college factors are 
actually important for the future? 

Not all colleges or majors provide an equal value for the investment. Take Shaw University, for 
example. With just a 25% graduation rate, and a 4-year cost of $111,000 (with financial aid!), the 
average student is still $80,000 in the red 20 years after graduating. MIT, on the other hand, costs 
more to attend ($232,000 for 4 years), but has a positive 20-year net ROI of $1.12 million and a 
graduation rate of 91%.   

Clearly some colleges are a better financial value than others—but there are many aspects of 
college life that are hard to put a dollar value to, like whether or not your student feels at home 
there.  It can be hard to weigh the intangible factors of college in comparison to the hard data, 
but here are a few basic factors to compare between schools: 

Tangible Value Intangible Value 
• What is the 4-year graduation 

rate? 
• What careers do graduates go 

on to pursue? Are they 
employed in their chosen field 
quickly? 

• What is the typical debt burden? 
• Are there internship or work 

experiences available on-campus 
or nearby? 

• Does this school (or major) have 
classes I am excited to take? 

• Do I have the opportunity to make 
connections that will serve me 
well in my career or research? 

 

• Will attending this school narrow 
my educational options or 
expand them? 

• Can I get the same degree at a 
less expensive school?  

• Will I be in a physical and social 
environment that pushes me to 
grow and excel? 

• Does attending this particular 
college or choosing this particular 
major open doors for the future or 
close them?  

• Can I find my “tribe” at this 
college? 

 

 

You don’t have to sacrifice “the college experience” to get a good value, but focusing on the wrong 
aspects in one’s college choice can have a steep cost later on when it comes time to pay student 
loans. Limiting loans and graduating on time (or even early!) are the most crucial aspects of 
college ROI in financial terms.  

High Rankings and Prestige ≠ Return on College Investment 

One area where both students and parents mistake good marketing for good outcomes is in 
college rankings. U.S. News and World Report was once the be-all and end-all of college 
rankings, but now with the proliferation of articles online, you can find rankings of everything from 
“top colleges for engineers” to “top colleges for introverts.”   

But the good news is—there is no “one” perfect fit, and the name-brand recognition of Ivy Leagues 
and top-ranking colleges does not always translate to better outcomes for students. There are 
values to be found if you focus on what a school really offers (good graduation rates, academic 
challenge, internship opportunities, good fit socially, etc.), not just the prestige associated with 
the name.  
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Alan Krueger at Princeton University and Stacy Dale at Mathematica Policy Research have 
conducted extensive research on this topic. They concluded that students who were accepted to 
elite colleges but ended up attending less-exclusive ones ended up earning the same as if they 
had gone to the elite colleges. As common-sense as it sounds, the students’ success had more 
to do with their individual aptitude than the school they attended. 

The exception these researchers found was with low-income, black and Latino students, and 
students whose parents did not attend college—these groups did receive more of a benefit from 
attending elite colleges, possibly because of the networking opportunities they may not have been 
able to access otherwise. 

You can find the hard data of ROI for schools on your list at Payscale.com. 

How do I build a list of Financial Safety Schools? 

How can I lower costs to bring schools into the Financial Safety School zone? 

What do my student and I need to do for the best chances of getting in a Financial Safety School? 

I need help! All of this is a lot to take in. 

  

http://www.payscale.com/college-roi
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Resources to Build a Financial Safety School List 
College Board’s Big Future: Quick snapshot of whether a school is typically generous with need-
based financial aid and/or merit scholarships. 

COLLEGEdata.com: Used in conjunction with the College Board, this site allows you to compare 
financial aid, majors, admission factors and more. This site provides useful information to spot 
bait-and-switch schools (i.e., front-loaded financial aid packages).  The Money Matters section 
provides the percentage of merit-aid awarded to freshman as well as all undergraduates. 

CollegeNavigator.com: search colleges based on location, majors and types of institutions. 

College Reality Check This site compares graduation rates at various colleges—an important 
consideration since not finishing college in four years can add significantly to the cost.  

Filing the FAFSA Guide by Mark Kantrowitz: This free ebook walks parents through the FAFSA 
process so they can avoid costly errors. 

Managing Higher Education Expenses: This overview from Vanguard explains how to 
maximize expected financial aid and use available tax benefits by spending from the right 
accounts in the right order. Also includes a chart of which types of accounts affect financial aid, 
and a case study. 

 

Programs to Lower College Cost 
Reciprocity Agreements 

Certain states have created regional agreements to offer discounts or even in-state-tuition to out-
of-state students. Sometimes this is dependent on whether the student wants to pursue a major 
that is not offered in his or her home state. Each of these regional programs is different, but 
definitely worthwhile to investigate if your student wants to consider an out-of-state school. 

• Regional Student Program Tuition Break: for residents of Connecticut, Maine, 
Massachusetts, New Hampshire, Rhode Island, and Vermont 

• Academic Common Market: Alabama, Arkansas, Delaware, Florida, Georgia, 
Kentucky, Louisiana, Maryland, Mississippi, Oklahoma, South Carolina, Tennessee, 
Texas, Virginia, West Virginia 

• Midwest Student Exchange Program: Illinois, Indiana, Kansas, Michigan, Minnesota, 
Missouri, Nebraska, North Dakota and Wisconsin 

• Western Undergraduate Exchange: Alaska, Arizona, California, Colorado, 
Commonwealth of the Northern Mariana Islands (CNMI), Hawai'i, Idaho, Montana, 
Nevada, New Mexico, North Dakota, Oregon, South Dakota, Utah, Washington, 
Wyoming 

A Guide to Co-Ops 

Certain colleges offer co-op programs with local employers to offer paid work experience. Co-ops 
are similar to an internship, but they differ in that the work experiences and projects the student 
works on are integrated with the student’s field of study. Co-ops are a great way to gain real 
experience and stand out from the crowd after graduation. The cherry on top is that the money 
students earn from these programs does not count against federal financial aid. 

  

https://bigfuture.collegeboard.org/
http://www.collegedata.com/
https://nces.ed.gov/collegenavigator/
http://collegecompletion.chronicle.com/
https://www.edvisors.com/fafsa/book/info/%23sharing-and-linking-policy
https://advisors.vanguard.com/iwe/pdf/ISGTTB.pdf?cbdForceDomain=true
http://www.usnews.com/education/articles/2010/08/16/out-of-state-at-in-state-rates
http://www.nebhe.org/programs-overview/rsp-tuition-break/overview/
http://www.sreb.org/page/1304/academic_common_market.html
http://msep.mhec.org/
http://wiche.edu/wue
http://www.collegeaffordabilityguide.org/co-op-programs/
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College Preparation Checklist 
 

 

 

Middle School 
Students Parents 

• Start to think about your interests 
and talents that can lead you on 
your academic path. 

• Cultivate strong study habits 
• Pursue interests and hobbies. 

• Add to college savings accounts 
regularly  

• Stay involved in child’s studies and 
progress 
 

9th Grade 
Students Parents 

• Take classes that are academically 
challenging, and establish good 
independent study habits.  

• Work with your guidance counselor to 
make sure you are taking required 
classes and that you are on track to 
complete prerequisites for classes you 
might want to take later on. 

• Explore interests and talents through 
clubs, sports, extracurricular activities, 
work experience or volunteering. 
However, be sure not to overextend 
yourself—colleges are more likely to 
value depth of meaningful experiences 
over a breadth of wide-ranging, resume-
filling activities. 

• Keep a running list of awards, honors, 
activities and leadership positions. 

• Add to college savings accounts 
regularly 

• Run college projections. Is your 
current level of savings adequate or 
are changes needed?  

• Estimate the total cost of college 
attendance in 4 years (available online 
from sources like the College Board). 
Plan to fund up to 80% of anticipated 
college cost. 

https://bigfuture.collegeboard.org/pay-for-college/college-costs/college-costs-calculator
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10th Grade 
Students Parents 

• Continue good study habits and time 
management skills. 

• FALL: Take the PSAT to get a baseline 
score. There is no need to prep because 
the “real” PSAT occurs in 11th grade. 

• Stay busy during the summer: take a class, 
work, or volunteer. 

• Ask to shadow adults in careers you might be 
interested in pursuing. 

• Continue to contribute to college 
savings 

• Attend college night with your child if the 
high school offers it. 

• FAFSA uses your income during your 
child’s 10th grade year (calendar year 
ending that fall) to estimate financial aid. 
If your income situation changes 
between now and the time your child 
begins college, you may need to appeal. 

11th Grade 
Students Parents 

• FALL: Take the PSAT. If your 10th grade PSAT 
scores were borderline and time allows, 
studying could be worth it since high scores 
may qualify you for National Merit Scholarship 
programs and aid! Otherwise, simply treat this 
test as a practice run of the SAT, which is the 
more important test to study for. 

• Good study skills and time management skills 
really pay off in 11th grade because now there 
is an extra project in addition to school and 
extracurriculars: researching colleges and 
potential career paths. 

• Spring/Summer: Make a list of “reach,” 
“target,” and “safety” schools based on 
academics, environment, and other factors.  

• Spring: Make a list of scholarships you may 
want to apply to. Some deadlines are as early 
as the summer between junior and senior 
year! 

• Take the SAT or ACT 
• Summer: Stay active with your activities and 

write college essays. 

• Continue to contribute to college 
savings. 

• Help your child to determine which 
schools are “financial safety 
schools” on his or her college list. 
Don’t rule schools out completely, 
but emphasize that “financial reach” 
schools will require significant 
financial aid or loans to make them 
“financial safety” schools. 

• Encourage your child to apply for 
any scholarships he or she qualifies 
for. It can be hectic but the payoff is 
worthwhile! 

• Make college visits, ideally when 
college is in session, to get a good 
sense of campus life. 

• Create your FSA ID so you are 
prepared to complete the FAFSA 
next year.  

https://studentaid.ed.gov/sa/fafsa/filling-out/fsaid
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12 Grade 
Students Parents 

• Don’t get senioritis and stay involved with activities! 
Colleges can retract their offer if your grades slip 
significantly after your acceptance letter. 

• Fall: Make a comprehensive list of deadlines for 
college and scholarship applications. 

• Fall: Apply for colleges and scholarships before their 
deadlines. Make sure to get transcripts and letters of 
recommendations well before you need them. 

• Fall: Take the SAT and/or ACT and submit scores to 
colleges 

• Early Action – meet these deadlines if offered 
because many scholarships are considered at this 
point 

• Winter/Early Spring: Review acceptance letters and 
financial aid offers. Did any schools’ scholarship 
offers boost them from a “financial target” or 
“financial reach” to a “financial safety” school? 

• Spring: Visit colleges that have accepted you if you 
need to get a better feel of them before making a 
decision. 

• Notify the school you would like to attend and 
submit any deposit needed. Congratulations! 

• Continue to contribute to 
college savings. 

• Oct 1: Help your child fill out 
the FAFSA with your FSA 
ID. 

• Talk to your child about 
“financial safety schools” 
and the importance of 
scholarships. 

• Have a concrete plan of 
how you plan to fund 
college expenses. How 
much will come from 
savings, cash flow, 
scholarships, etc.? 
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Educational Consultants 
If your head is about to explode from the level of research it takes to navigate the college 
application process, there is help available. Independent educational consultants are 
professionals who have a birds’ eye view of the college application process from start to finish, 
thanks to many years helping high school students find the schools that are a great fit for them.  

“What happens with parents is they generally learn about what needs to happen just as they have 
to do it or after the deadline has passed,” says Wendie Lubic, an educational consultant in the 
D.C. metro area known as “The College Lady.” 

“Parents spend their time doing other things; I spend my time staying current on this process. So 
I recommend that unless they have the time and energy to really educate themselves on this 
constantly changing field, then it’s never a bad idea to have one or two sessions with an 
educational consultant.” 

• Create an application strategy, including 
backup plans if student is wait-listed or defers  

• Help parents and students to reduce anxiety 
during this process, by being an objective and 
knowledgeable source 

• Essay and resume editing 
• Come up with a list of schools that will be a 

great fit 
• Provide financial aid information 

• Write college essays for 
students 

• Guarantee that a student will 
get in to a particular school 

• Misrepresent a student’s 
background or ability to 
colleges 

 

Your child’s high school guidance counselor may or may not have a strong understanding of these 
areas. Unfortunately, many public school guidance counselors are overburdened with social work 
and administrative tasks on top of helping students with college/career preparation. According to 
the National Association for College Admission Counseling, about half of counselors (54 percent) 
reported that their department spent less than 20% of their time on college readiness, selection, 
and applications.  

Private high school guidance counselors may be more up-to-date on this frequently-changing 
field, especially if the school is known for college prep. Make sure to ask your school counselor 
what kind of continuing education he or she does every year, and how much time he or she 
spends on college prep with students to get a sense of whether the school is allocating resources 
to college readiness. 

“While it is a complicated process and there are a lot of details you have to worry about, it can 
also be a very forgiving process as long as you are not completely attached to one particular 
outcome,” says Lubic, “A lot of times you can get a C and still get into a great college. You can 
have a stumble, but be careful not to let it turn into a downward slide.” 

How to find an educational consultant 
Anyone can hang up a shingle and call themselves an educational consultant, but membership 
in professional organizations is a sign of a certain level of expertise and ethics. These 
organizations require members to participate in continuing education and to visit anywhere from 
15-25 schools per year. 

What does an educational consultant do? What does an educational 
consultant NOT do? 

http://www.collegeladydc.com/


 

31 

National Association for College Admission Counseling (NACAC): This organization covers 
admissions counselors at colleges, high school guidance counselors, and independent 
educational consultants at all levels (elementary, high school, college). 

Higher Education Consultants Association (HECA) has a more narrow membership of only 
independent college consultants. 

Independent Educational Consultants Association (IECA) members may specialize in college 
admissions, graduate school admissions, boarding school, therapeutic needs or learning disability 
needs. IECA members have the most stringent ethical guidelines in the educational consultant 
profession.  

 

 

Phew. That helps. Okay, back to Financial Safety Schools.  

http://www.nacacnet.org/
http://www.hecaonline.org/
http://www.iecaonline.com/index.html
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How to determine the true cost of college 
The good news is that very few students actually pay the high “sticker price” of room, board and 
tuition that you see on college brochures and websites. The bad news is that the real price of 
college after scholarships, grants, etc. is not very straightforward to find.  

Steps are being taken to make the process a little more transparent. A November 2014 report 
titled Transparency in College Costs from the Brookings Institution confirmed the common-sense 
conclusion that "providing more information to prospective students regarding what it would 
actually cost to attend will have a substantive impact on their higher-education decision-making." 

You can use the following tools to help find your “Financial Safety School”: 

Expected Financial Contribution (EFC) Formula Guide, 2016-2017 

The EFC is used to calculate your student’s eligibility for federal need-based aid, and can be used 
to help your student decide whether or not to focus on schools that offer generous need-based 
aid. 

Even if you think you know whether or not you’ll qualify for need-based aid, the EFC is worth 
calculating. The results can be surprising, particularly for families on the borderline of income 
levels, or for families with multiple children in college at once.  

College Scorecard 

This site compares colleges by average annual cost, graduation rates, and salaries after attending 
compared to national averages. You can drill down into any one of these areas for further detail. 
This data is great to estimate which colleges are within financial reach based on objective data, 
not promotional materials from the college itself. 

Net Price Calculators  
Net price calculators take a step beyond EFC calculators to show the estimated price of 
attendance (including tuition and required fees, books and supplies, room and board, and other 
related expenses) minus estimated grant and scholarship aid. You can always use the school’s 
Net Price Calculator (most of the time you can do this as a guest and your information isn’t saved) 
or you can use the calculator on the College Board website and save your information. 

Federal Financial Aid at a Glance 2016-2017: This PDF gives a list of all of the federal student 
aid programs and where you can find detailed information about each. A good place to start if you 
are eligible for federal aid. 

So now you know how to find the cost…but how can you go about paying it? 

  

http://www.brookings.edu/research/papers/2014/11/12-transparency-in-college-costs-levine
https://studentaid.ed.gov/sa/sites/default/files/2016-17-efc-formula.pdf
https://studentaid.ed.gov/sa/sites/default/files/2016-17-efc-formula.pdf
https://collegescorecard.ed.gov/
https://bigfuture.collegeboard.org/pay-for-college/paying-your-share/expected-family-contribution-calculator
https://studentaid.ed.gov/sa/sites/default/files/aid-glance-2016-17.pdf
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How to Actually Pay for College 
It’s very important to know the options available to save for college, as we covered in the first part 
of this ebook, and how to find a financial safety school. But what about when it comes time to 
actually pay for college? 

You may have a single 529 Plan, or you may have a jumble of different types of savings and 
plans. You may have a shortfall in your savings that requires some college costs to be paid by 
loans. Click each link below, or read straight through to learn how to handle each option in a 
prudent way. 

Financial Aid 

Scholarships 

Loans 

529 Plans 

Bargaining Once You Have an Offer 

I’ve got this. I just need the key details. 
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FAFSA: Yes, You Really Still Have to Fill it Out Every Year—But It’s Not as Hard 
as It Used to Be 
If there is one thing you need to know about the Free Application for Federal Student Aid (FAFSA), 
it’s that you need to fill it out as soon as possible—even if you are absolutely positive you make 
too much income to qualify for federal grants. There are still opportunities for financial aid available 
for students of all ages and income levels. 

The FAFSA opens the door to the following types of financial aid if your family is eligible: 

• Grants and scholarships: Eligibility varies 
based on a wide number of factors, from 
financial need to academics and special 
interests 

• Work study: Paid part-time work offered as 
part of need-based aid 

• Federal loans: Eligibility depends if the 
student is enrolled at least half-time at a 
college or certificate program that participates 
in the Direct Loan program 

• Many private scholarships also require students to fill out the FAFSA to be considered. 
 

Some of these programs are first-come, first-serve, so it is to your family’s benefit to fill out the 
FAFSA when it becomes available each October 1. For the 2017 school year, you will use 2015 
tax information to fill out the FAFSA. This is a new change allowing “prior-prior year” tax 
information to be used. Previously, the FAFSA was available January 1, and parents needed to 
use the previous year’s tax information. Since tax forms are typically not available for weeks or 
months after the start of the year, this led to a lot of confusion and, inaccurate estimates. 

Implications of the New “Prior-Prior Year” Rule 
While the “prior-prior year” rule makes it easier to fill out the FAFSA, it does add more opportunity 
for confusion to the college funding process. Financial advisor and educator Michael Kitces’ 
graphic shows the impact of the prior-prior year system: 

What About the CSS Profile? 

To add even more complexity to the 
picture, there is another form to fill out 
for financial aid called the CSS Profile, 
which also now accepts prior-prior 
year income information. Learn how to 
navigate both through an excellent 
overview from Forbes contributor Troy 
Onink. 

 

http://www.forbes.com/sites/troyonink/2016/01/30/2016-guide-to-college-financial-aid-the-fafsa-and-css-profile/%234fd3f6f4a453
http://www.forbes.com/sites/troyonink/2016/01/30/2016-guide-to-college-financial-aid-the-fafsa-and-css-profile/%234fd3f6f4a453
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Used with permission from Michael Kitces 

For parents: When your family fills out the FAFSA for the first time—in October of your child’s 
senior year of high school—you will be using income information from two years prior. So 
whatever your financial picture looked like when your child was a sophomore in high school 
will now determine the financial aid package for his or her freshman year in college.  

For grandparents: If grandparents would like to contribute to the cost of college, it is best to 
do so in years where it will not impact financial aid. This would normally be the student’s junior 
and senior year of college, but if the student may take 5 years to graduate, or plans on 
attending graduate school, it would be the last two years of school. 

For students: Now that students can get a better idea of what their financial aid package will 
look like earlier in the process, this information can help to determine a student’s “financial 
safety schools.” Make sure to be aware of all financial aid and scholarship deadlines to take 
advantage of every opportunity. 

How to Make the FAFSA easier 
You might be surprised at the financial aid package you are eligible for, especially if your family 
has more than one child attending college at the same time. The FAFSA4caster website can 
estimate your family’s eligibility for financial aid. 

The IRS Data Retrieval tool can make filling out the FAFSA easier by using your tax return to 
auto-fill items on the FAFSA.  

https://www.kitces.com/blog/grandparent-owned-529-plans-gifting-appreciated-assets-and-qualifying-for-fafsa-financial-aid/
https://fafsa.ed.gov/FAFSA/app/f4cForm?execution=e1s1
http://www.finaid.org/fafsa/irsdataretrievaltool.phtml
https://www.kitces.com/blog/grandparent-owned-529-plans-gifting-appreciated-assets-and-qualifying-for-fafsa-financial-aid/


 

36 

 
Still confused? Check out the 2017-2018 FAFSA changes summary. And as you’re filling out the 
FAFSA, keep the free Filing the FAFSA ebook handy to avoid errors. 

Back to Paying for College 

  

https://studentaid.ed.gov/sa/sites/default/files/2017-18-fafsa-updates-students-parents.pdf
https://www.edvisors.com/fafsa/book/info/%23sharing-and-linking-policy


 

37 

Finding Scholarships Pays Off 
If there is a shortfall between the cost of college and what you are able to pay or your student can 
prudently borrow, it is not necessarily a dealbreaker. No, I’m not suggesting you put your 
retirement savings at risk to pay for college—but you might be surprised by the opportunities 
available for scholarships if you research the deadlines well ahead of time. 

My daughter began her senior year with 4 AP classes, an 
October SAT exam, various extra-curricular activities, 8 
college applications to complete, and multiple college 
scholarship deadlines. As a financial advisor, I was 
weighing the return on investment. Might it be better to 
focus on a few priorities rather than spread herself too 
thin? 

Merit aid (scholarships and grants) is free money that you 
don’t have to pay back—so make sure students know the 
deadlines and apply to any and all scholarships for which 
they are eligible. It may be discouraging when your child 
puts a lot of work into getting essays, recommendations 
and other materials in place for scholarship applications 
and it doesn’t result in an award.  In my daughter’s recent 
experience, this is exactly what happened for some of the 
schools she applied to. 

In my daughter’s case, putting in those late nights to 
finish the “reach” school’s scholarship application paid off with a full ride scholarship. It placed a 
financial-reach elite school that would have been out of reach into the running with her other 
college options. It really puts the tradeoff of time spent versus possible reward into perspective! 
However, it also highlights that students need to be aware of scholarship deadlines, which may 
be earlier than the application deadline. 

It absolutely pays to look under every stone for scholarship money, and to have a plan in case 
scholarships don’t work out. As my son graduates college and my daughter prepares to be a 
freshman this fall, I can attest to how having an organized approach can allow your family to enjoy 
this exciting time with so much less financial stress. 

Back to Paying for College 

  

Where to Find Scholarships 

Individual schools have their own 
scholarships and deadlines, but these 
databases allow students to search for 
national and local scholarships: 

• College Board 
• Cappex 
• FastWeb 

Remember, it’s not only freshmen who 
may apply for scholarships. Even if 
your student does not receive much 
scholarship money for his or her first 
year, there are still opportunities to 
apply for merit aid each year. 

https://bigfuture.collegeboard.org/scholarship-search
https://www.cappex.com/
http://www.fastweb.com/
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Student Loans 
Student loans, when used properly, can fund part of college expenses if there is a shortfall 
between savings and the price of attendance. But don’t let your student or yourself become a 
statistic. Student loan debt has increased 84% since the economic recession in 2008, rising to a 
whopping $1.27 trillion for 2015. For the Class of 2016, the average student’s debt load is 
$37,172, with students at private colleges and for-profit colleges being more likely to take on 
higher levels of debt.  

So how can you approach loans the right way? First, it is wise to limit the total loan amount to the 
first year of salary in the student’s chosen field. Any amount beyond that could be a huge burden 
on a young graduate trying to pay rent and bills.  

Another rule of thumb is to borrow no more than the amount your student is allowed to borrow in 
federal loans (private loans could allow you to borrow more, but it may not be a good idea). As of 
2016, this limit is $31,000 for undergraduates (but no more than $23,000 may be in subsidized 
loans), and for graduate students the limit is $138,500 (but no more than $65,500 may be in 
subsidized loans. This includes all federal loans received for undergraduate study.). Again, the 
idea is to limit the loans to the amount of an average annual salary for a graduate—so for students 
beginning careers in fields with smaller salaries, loans should be limited even more.  

Visit StudentAid.gov for the most up-to-date information on federal student loan interest rates and 
limits by year. 

  

http://www.acainternational.org/creditors-study-consumers-student-loan-debt-increases-since-the-recession-33546.aspx
https://www.federalreserve.gov/econresdata/notes/feds-notes/2015/how-much-student-debt-is-out-there-20150807.html
https://studentloanhero.com/student-loan-debt-statistics-2016/
https://studentaid.ed.gov/sa/types/loans
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Types of Loans 

 Need-
Based? 

Eligibility Interest 
(for 

2016-
2017) 

Maximum loan allowed 
for undergraduate 

study 

Direct 
Subsidized 
Stafford Loan 

Yes Financial need as determined by 
FAFSA. 
 
Enrolled at least half-time in a 
certificate or degree program. 
 
Cannot receive loan for longer than 
150% of the published length of the 
program of study (i.e. no more than 
6 years of loans for a 4-year 
program) 

3.76% $5,500 to $12,500, 
depending on 
dependent/independent 
student status and year 
in college 

Direct 
Unsubsidized 
Stafford Loan 

No Enrolled at least half-time in a 
certificate or degree program. 
 

5.31% $5,500 to $12,500, 
depending on year in 
college 

Direct PLUS 
(Parent PLUS 
loans) 

No Graduate students and parents of 
dependent undergraduate students 

6.31% Cost of attendance 
minus any other financial 
aid 

Perkins Loan Yes Financial need as determined by 
FAFSA 

3.76% $5,500 annually or 
$27,500 total 

Private Loans No Student’s creditworthiness, or 
parent co-sign 

3% - 
12% 

Unlimited but the least 
desirable option. 

 

Loan Repayment Options 
Student loan debt is one of the few types of debt that even bankruptcy is unlikely to erase. Once 
you take on a student loan, you are generally obligated to pay it, even if you did not graduate or 
did not find a job in your field of study. However, there are certain circumstances that allow some 
student loan debt to be forgiven (canceled). 

• Death of student 
• If the school closes  
• Working in the public sector: After making on-time 120 payments, the remainder of 

Direct Loans can be forgiven under certain circumstances. 
• If you are a teacher 
• If you are working in public service (including government work and not-for-profit 

organizations) 
• Bankruptcy: Wait, didn’t we just say that bankruptcy is unlikely to get rid of student 

loan debt? It is rare, but it is technically possible to have student loan debt forgiven if 
you declare bankruptcy. In order for this to occur, you would need to prove the 
following three factors:  
1. Continuing to pay the loan must cause the borrower to be unable to sustain a 

minimum standard of living. 
2. The borrower's financial situation must be unlikely to change in the future.  
3. The borrower must have made a good-faith effort to pay his or her loans. 

https://studentaid.ed.gov/sa/repay-loans/forgiveness-cancellation/teacher
https://studentaid.ed.gov/sa/repay-loans/forgiveness-cancellation/teacher
https://studentaid.ed.gov/sa/repay-loans/forgiveness-cancellation/public-service
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Other factors to consider: 

• Be a value shopper when making your college list. 
• Maximize grants and scholarships, and apply for new scholarships every year. 
• Look to avoid loans first. 
• Be cautious of co-signing loans. 
• Avoid high-interest private loans. 
• Be aware of loan forgiveness programs.  

 
How will I know if taking on loans will be worth it? 

Back to Paying for College 
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Comparing Offers From Different Schools and When to Bargain 
Congratulations! The acceptance letters have come in, and now there are decisions to make. 
You’re probably looking at some financial aid offers and trying to weigh which school offers the 
best environment for your student versus the cost. 

FinAid.org has a great guide for how to compare offers from different schools. Unfortunately, it is 
“buyer beware” here, because some schools may try to make their financial aid package seem 
more appealing by including the figures for federal loans (which every student attending an 
accredited college at least part-time is eligible for) to make up gaps between the estimated family 
contribution and scholarships. 

How and when to bargain with a school 

As we explained in the “Return on Investment” sections, the college search can be a buyer’s 
market if you know how to look. Certain colleges (often smaller ones) have to compete with big 
state schools, the Ivies, or other “brand-name” schools for the best students, or students who 
bring certain key characteristics to the table. So understand that your student brings value to the 
school, just as the school brings value to your student. 

If your student’s dream school could become a Financial Safety School with some scholarship 
money, and he or she has received financial aid offers from other colleges, it does not hurt to do 
some respectful, researched bargaining. (Though some financial aid offices don’t like to call it 
that!) 

• Provide documentation of any changes in family income or competing scholarships 
from other schools. 

• Do not go to the office in person and expect a decision. These decisions may need 
to go through several people for review, and the person in the office that particular 
day may not be able to help you immediately. 

• For need-based aid negotiations: write a letter to the financial aid office. For merit-
based aid negotiations: write a letter to the enrollment or admissions office. 

 

The worst the college can say is that they are unable to grant additional aid. And in an age where 
high school seniors regularly apply to eight or more colleges, appealing the financial aid package 
shows that you are likely to attend if the financial aid increases. This can be a great bargaining 
chip in your favor. While it is unfortunate that this process is often stressful and not very 
transparent, it can be worth a shot. 

Back to Paying for College 

  

http://www.finaid.org/fafsa/awardletters.phtml
http://www.nytimes.com/2014/04/05/your-money/paying-for-college/for-many-families-college-financial-aid-packages-are-worth-an-appeal.html?_r=1
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How to Use Your 529 Plan: 
After saving for years, it’s exciting when the time finally comes to use 529 college funds for your 
child’s education. However, there are some guidelines to follow to make sure you benefit from 
your 529 Plan’s tax-advantaged status and are not surprised with an unexpected tax liability. 

Best Practice 

There are 3 options to distribute funds from a 529 plan:  

• pay directly to the school bursar 
• pay to the beneficiary of the 529 plan (the student).  
• pay to the owner of the 529 plan (typically the parent or grandparent) 

The simplest way to take a 529 plan distribution is to have the money go directly to the school 
bursar as opposed to the parents or the student. This creates a paper trail for the IRS, meaning 
less record-keeping for you, and it helps to avoid the following mistakes that could result in tax 
liability. You only need to worry about the following issues if you or your student receive the 529 
Plan distribution as opposed to paying the school’s bursar. 

Mistakes to Avoid 

• Taking the money in the wrong year. Withdrawals from your 529 account must match 
up with qualifying expenses in the same tax year. This can be confusing, especially for 
the spring semester, when you might receive the bill in December, but the expenses 
technically occur starting in January of the next year. 
 
You must make sure that any qualified expenses paid in a particular calendar year are 
reimbursed in that same calendar year.  For example, if you pay spring tuition in 
December, then you must request a reimbursement from the 529 plan in December. 
Remember to keep records of these expenses for your accountant and personal tax 
records. 

• Taking too much money. Withdrawals from a 529 plan are tax-free, but only up to the 
amount of qualified higher education expenses (QHEE) for the year. If you withdraw more 
money than that, the excess is a non-qualified distribution, which would require you or the 
529 plan beneficiary to report taxable income and pay a 10% federal penalty tax on the 
earnings portion. The principal is not subject to tax or penalty. If there is an over 
withdrawal, the tax impact may be less if issued under the student’s taxes. 

• Taking too little money. One of the benefits of the 529 Plan is the flexibility to change 
the beneficiary to another family member if the first child does not use all of their 529 Plan 
funds. However, be aware that 529 Plan withdrawals can only be used tax-free for 
educational expenses, so if you only have one child, you don’t want to have money left in 
the account once college years are over.  
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What can we spend 529 Plan distributions on? 

Withdrawals from a 529 Plan are tax-free when used for the following Qualified Higher Education 
Expenses (QHEE) as determined by the IRS: 

• Tuition and fees 
• Books, supplies and equipment 
• Expenses for special needs services 
• Room and board, up to an amount allowed by the school (as long as student is enrolled 

at least half-time) 
• Peripheral equipment needed for education (such as a computer, computer software, 

internet access or other technology related to coursework) 
 

The following expenses are not eligible for a tax-free 529 Plan distribution: 

• Insurance, sports or club activity fees, and many other types of fees that may be charged 
to your student but are not required as a condition of enrollment  

• Transportation costs  
• Repayment of student loans  
• Room and board costs in excess of the amount the school includes in its "cost of 

attendance" figures for federal financial aid purposes. 
You should contact your school’s financial aid office to find the Cost of Attendance figures they 
use for federal financial aid purposes.  

Back to How to Save for College 

Back to How to Pay for College 

I have more questions about 529 Plans. 
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529 Plan FAQs 
If my student lives off-campus, can 529 Plan funds be used for rent and living expenses? 

The expense for off-campus room and board is only considered a tax-free 529 Plan distribution if 
it is no more than the greater of the following two amounts: 

• The allowance for room and board, as determined by the eligible educational institution, 
that was included in the cost of attendance (for federal financial aid purposes) for a 
particular academic period and living arrangement of the student. 

• The actual amount charged if the student is residing in housing owned or operated by 
the eligible educational institution. 

If your student is living off campus, ask the financial aid department for the room and board 
allowance for students living at home with parents, or living elsewhere off campus. If the student 
is living in campus-owned housing, the amount is considered QHEE. 

What happens if, after speaking with my accountant, I realize I took out too much from the 
529 Plan? If you are still within the 60-day rollover window, you can take the excess and roll it 
into a 529 plan so that amount is no longer treated as a distribution (provided you have not rolled 
over that child's 529 account within the prior 12 months). If you are outside the 60-day window, 
but within the same calendar year, you can look to prepay next year's expenses to increase this 
year's QHEE. If you discover the excess withdrawal after year-end, unfortunately, there's not 
much you can do. The good news is that if the non-qualified distribution is caused by certain tax-
credit adjustments, the 10% penalty is waived. 

Can a 529 Plan be used to pay for schools that are not a traditional 4-year university? Yes, 
529 Plans can be used for community college, international colleges and universities, and certain 
vocational or trade schools. You must confirm that the school is a qualifying institution at 
https://fafsa.ed.gov/. Click on “Federal School Code Search” to find the school. 

Is there a different strategy if we qualify for education tax credits? Yes. You will have to 
coordinate the amount you take from the 529 Plan with the amount you pay out of pocket to qualify 
for the tax credit. The reason for this is that you cannot get “double tax benefits” from a 529 Plan 
distribution.  

To maximize benefits of the American Opportunity Credit (worth up to $2,500), pay $4,000 of 
tuition expenses out of pocket to be able to claim the $2,500 tax credit. Then take a distribution 
from the 529 Plan to make up for the remaining Qualified Higher Education Expenses (QHEE), 
less the $4,000 you paid out-of-pocket. For example, if the total QHEE was $15,000 and tuition 
was $10,000, you would pay $4,000 out of pocket to claim the tax credit, then take an $11,000 
distribution from the 529 Plan. This can get a little confusing to coordinate with your school’s 
bursar’s office, so you need to be careful that you are taking the proper distribution and that you 
are being properly reimbursed by the 529 Plan (if the 529 Plan distribution does not go directly to 
the school). 

Keep in mind that qualified expenses for certain tax credits may differ than QHEE for 529 Plans, 
and that there are several different education deductions and credits with varying requirements. 
Consult your CPA or tax professional to create a strategy suitable for your individual situation. 

Are your contribution limits the same as an IRA account? No. For tax purposes, 529 Plan 
contributions are considered gifts. The IRS limit for tax-free gifts to a child is $14,000 per year, or 
up to $70,000 over 5 years. Your CPA can help you to determine if a separate gift tax return is 
needed for contributions over $14,000. 

https://fafsa.ed.gov/
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Also remember that for a 529, you only get a state tax deduction (if your plan allows), while for an 
IRA, it’s both state and federal. Both grow tax-deferred. So you would have to eventually pay 
taxes on earnings of an IRA distribution, while distributions from 529 Plans (provided they are for 
qualified higher education expenses) are tax-free. 

Could your income be too high to contribute to a 529? No. Anyone can contribute to a 529 
Plan. On the other hand, Coverdell/ESA Plan contributions are restricted for incomes below 
$190,000 and up to $220,000 with a phase-out (joint filers) or $95,000 and up to $110,000 with a 
phase-out (single filers). 

Does the account need to be in your child's name? No—and actually, it can’t be in your child’s 
name if he or she is a minor (unless the account is an UTMA 529 Plan). Typically, the child is the 
beneficiary of the 529 account, which gives the custodian/owner (the parent, grandparent) the 
flexibility to change the beneficiary if one child does not need all of the funds. You could then 
transfer the beneficiary to a younger child or other family member. 

Could you lose the money if you child doesn't go to college, or gets a big scholarship? No, 
the money is yours. However, there will be a 10% tax penalty, plus you would have to pay income 
tax on the earnings portion of the withdrawal and possibly pay back state tax deductions. 
Remember, these things can be transferred between qualified family members (Siblings, first 
cousins, etc.). 

A scholarship would be a different scenario. In the case of a scholarship, you may still withdraw 
529 Plan funds tax-free, but only up to the difference between the scholarship and the school’s 
qualified higher education expenses (your school bursar or financial aid office will be able to 
provide this number). If you end up not using all of your 529 Plan funds over 4 years, because of 
the scholarship, you may be able to retain the funds in the account indefinitely (depending on the 
rules of your individual 529 Plan) to use for graduate school or even grandchildren’s education. 

Can this money be used only at a 4-year university? No, the funds can be used at a wider 
variety of institutions, including graduate school, community colleges, vocational school, 
continuing education, and certificate programs. Schools that are considered eligible educational 
institutions are listed on the Federal Student Aid Office website.  

Does the 529 beneficiary need to be under a certain age? No. Even an adult could open a 
529 Plan for his or her own educational needs. 

Does a 529 hurt your chances of getting financial aid? Having a 529 Plan may have an effect 
on need-based financial aid (at the most favorable rate), but any merit aid (scholarships and 
grants) would not be affected. How much a 529 Plan affects financial aid depends who owns the 
account and how the withdrawals are made, because the IRS treats income from different sources 
differently.  

This can be confusing so it is well worthwhile to understand the rules, but as a general rule of 
thumb, 529 Plans in the parents’ or student’s name can reduce the amount of financial aid by just 
5.64% of the value of the 529 Plan. However, 529 Plans in the grandparents’ name may have a 
larger effect, reducing financial aid by 50% of the distribution value of the account if used at the 
wrong time.  

Can I use 529 Plan funds if my child goes to an out-of-state school? Yes, you can use the 
funds for any qualified school. (see the Federal Student Aid Office website for a list of schools) 

Why should parents use 529 plans?  In almost all cases, I recommend 529 Plans over Coverdell 
ESA Plans to my clients (though, as with any financial planning, it does depend on your individual 

https://ifap.ed.gov/ifap/fedSchoolCodeList.jsp
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situation).  It’s very tough to beat an instrument that provides a state tax deduction, grows tax 
deferred and offers tax free withdrawals for qualified tax expenses is a very difficult thing to beat. 

The contribution limits for a 529 plan are much higher than an ESA, and there is no income 
restriction. There is also a tremendous amount of flexibility with unused 529 plan funds.  Certain 
state plans allow for an indefinite timeframe for an account to remain open.  In addition, accounts 
can be transferred between qualified family members (first cousins, siblings, etc.).   

Can grandparents or other family members contribute to a 529 Plan? Yes! Grandparents 
can absolutely create a 529 Plan to benefit a grandchild, but when it comes time to actually use 
those funds, it can be tricky because funds from people other than the parents may actually 
dramatically diminish the child’s student aid package. Best practice is to wait to distribute the 
funds until the child’s senior year of college to avoid adverse financial aid consequences. Of 
course, this means grandparents and parents will have to coordinate closely to ensure that the 
funds are distributed in an advantageous way.  

Back to Paying for College 
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Just give me the Cliff’s Notes. 
Saving: 

• The earlier you begin to save, the greater opportunity you have to gain from compounding 
interest over time. 

• Select a 529 Plan with low investment fees and funds with low expense ratios. 
• Do not sacrifice your own retirement saving to fund college goals. You can borrow for 

college, but you cannot borrow for retirement. 
 

Making a college list: 

• Think about the return on investment. Can your student reach his or her career goals 
without a “brand-name” school? 

• Remember that smaller, less well-known schools may give more generous financial aid to 
attract top students. 

• Limit student loans to the amount of one year’s entry-level salary of the student’s chosen 
field. 

• Categorize by academic safety schools, target schools, and reach schools AND financial 
safety schools, target schools, and reach schools. These lists should help prioritize your 
decision when acceptance letters come in. 

• Discuss the finances of college with your student while he or she is compiling a lists of 
colleges to apply to. Do not discourage him or her from reaching for the stars, but make 
sure he or she understands the benefits of limiting debt. 

 

Paying for college: 

• Always complete the FAFSA, even if you know your income rules you out from need-
based aid. The FAFSA is needed for many institutional scholarships. Also, completing the 
FAFSA may make you eligible for need-based aid if you have more than one child in 
college at the same time.  

• The easiest way to distribute 529 Plan funds is to have money go directly to the school. 
• Be aware of Qualified Higher Education Expenses under the 529 Plan rules. 

 

More Resources:  

College Saving Options Chart 

College Preparation Checklist 

Resources to Build a Financial Safety School List 

Programs to Lower College Cost 

Find Your Financial Safety School Flow Chart  
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It’s a Teachable Moment! 
Too often, the discussion of cost is left until the end of the admissions process rather than at 
the beginning. It can be so tempting to want to reward your children’s hard work with the 
opportunity to attend whatever college they want, regardless of cost.  Remember: you can 
borrow for college, but you can’t borrow for your retirement. Don’t let your dreams for your 
children limit your own financial security. 

Instead, take the teachable moment to discuss the value of various schools and budgetary 
limits. The reality is that there are ways to manage the costs. There can be very good merit 
aid awarded with just the admission application, particularly if your child applies Early Action. 

All of this effort will be worthwhile. Learning to live within a budget is a valuable skill your 
children will appreciate once they leave the nest. 

Best of luck finding your Financial Safety School, and please don’t hesitate to email me with 
questions. 

  

Know someone else who may 
enjoy this ebook? Send your 

friends this link to share! 

http://halpernfinancial.com/views/ebook-find-your-financial-safety-school
mailto:msotudeh@halpernfinancial.com?subject=Find%20Your%20Financial%20Safety%20School
http://halpernfinancial.com/views/ebook-find-your-financial-safety-school
http://halpernfinancial.com/views/ebook-find-your-financial-safety-school
http://halpernfinancial.com/views/ebook-find-your-financial-safety-school
http://halpernfinancial.com/views/ebook-find-your-financial-safety-school


 

49 

BONUS! Personal Finance for College Students 
The college years can be a great opportunity to be independent—but with the training wheels of 
parents and campus services if things go wrong. It’s also a great time to start practicing healthy 
personal finance skills that take some people a lifetime to grasp!  

Live simply. 

This will make life after college so much easier on an entry level salary! Living within your means 
from the start means you will be able to save, and feel more secure if an unexpected emergency 
occurs. 

• Learn to cook as opposed to going out for all your meals. 
• Acquire a wardrobe that serves you for all kinds of different situations without having to 

buy new things all the time. Clothes shopping is simple to save on if you can be disciplined 
and buy during sales.  

• Learn how to live with roommates and not kill each other 
• Find what recharges you or inspires you to do your best in work and school. 

Know what you need to pay for. 

For better or for worse, the boomerang is a cultural trend: according to Pew Research Center, 
61% of adults aged 40 to 59 with at least one grown child said they had given financial support to 
an adult son or daughter in the prior year. Setting parameters on what you are expected to pay, 
especially if living with parents, avoids misunderstandings and can help put adult children on the 
path to independence. A few items to think about: 

• Cell phone plan 
• Gym membership 
• Insurance coverage: Renter’s insurance, health, dental, auto. (Some universities will give 

an auto insurance discount for alumni. Be sure to ask your insurance provider if your alma 
mater is one of them.)  

Don’t try to keep up with the Joneses. Or the Kardashians. 

There is no shame in offering an alternative plan if friends keep inviting you to expensive nights 
on the town. There is just as much fun to be had with a party at home, and in all likelihood your 
friends will appreciate you saving them money. If they give you a hard time, just remember: you 
should only worry about what your friends think about your spending when they are paying your 
bills! 

Invest now or pay later. 

Many people think that they don’t have enough money to save and invest. But if you have a part-
time job, even waiting just a few years to begin investing can mean a difference of hundreds of 
thousands of dollars because of the power of compounding (earning interest on interest). 
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DISCLOSURE: 

Please remember that past performance may not be indicative of future results.  Different types 
of investments involve varying degrees of risk, and there can be no assurance that the future 
performance of any specific investment, investment strategy, or product (including the 
investments and/or investment strategies recommended or undertaken by Halpern Financial), or 
any non-investment related content, made reference to directly or indirectly in this ebook will be 
profitable, equal any corresponding indicated historical performance level(s), be suitable for your 
portfolio or individual situation, or prove successful.  Due to various factors, including changing 
market conditions and/or applicable laws, the content may no longer be reflective of current 
opinions or positions. Moreover, you should not assume that any discussion or information 
contained in this ebook serves as the receipt of, or as a substitute for, personalized investment 
advice from Halpern Financial.  To the extent that a reader has any questions regarding the 
applicability of any specific issue discussed above to his/her individual situation, he/she is 
encouraged to consult with the professional advisor of his/her choosing.  Halpern Financial is 
neither a law firm nor a certified public accounting firm and no portion of the ebook content should 
be construed as legal or accounting advice.  A copy of the Halpern Financial’s current written 
disclosure statement discussing our advisory services and fees is available upon request. If you 
are a Halpern Financial client, please remember to contact Halpern Financial, in writing, if there 
are any changes in your personal/financial situation or investment objectives for the purpose of 
reviewing/evaluating/revising our previous recommendations and/or services. 
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