Financial Aid Vocabulary
Award Letter: A letter from the college financial aid office that is sent to the student listing all financial

aid awarded to the student. Award letters vary among institutions, but they generally list the expected family

contribution, cost of attendance, and the terms of the aid awarded.

Cost of Attendance: The student’s cost of attendance includes tuition, fees, and a standard allocation

designed to cover reasonable living expenses while attending school. The cost of attendance is determined by

the school using guidelines established by federal regulations.

Default: This term applies to loans. It is the failure to repay a student loan according to the terms of the loan. If

you default, your school, the organization that holds your loan, the state, and the federal government can all take

action to recover the money, including notifying national credit bureaus of your default.

Estimated Family Contribution (EFC): The total amount students and their families are expected to pay

toward college costs. This is determined from family and student income and assets for the prior year. The amount is derived from a need analysis of the family’s financial circumstances.

FAFSA: The Free Application for Federal Student Aid determines a student’s financial aid. Apply online at www. fafsa.gov. Forms may be filed any time after January 1, of the year for which the student is seeking aid. January of the senior year will be the first opportunity for high school students to apply.

Federal Direct Student Loan Program: Federally sponsored loan programs, which include the Stafford Loan and the Parent PLUS Loan (for parents of undergraduate students)

Financial Aid Package: The total financial aid a student receives. Federal and non-federal aid, such as grants, loans, work-study, and scholarships, are combined in a “package” to help meet the student’s need.

Financial Need: The amount by which your family’s contribution falls short of covering your college expenses. It is determined by subtracting the expected family contribution (EFC) from the total cost of attendance.

Gift Aid: Financial aid that does not have to be paid back, such as scholarships and grants.
Grant: A type of financial aid award based on need or merit that does not require repayment.
Interest: A fee charged when you take out a loan. Interest is calculated as a percentage of the principal loan

amount. The rate may be constant throughout the life of the loan (fixed rate) or it may change at specified times (variable rate).

Merit-Based Aid: Financial aid that is awarded based on a student’s academic, leadership, or artistic talent, or some other criteria. Merit-based aid may consider a student’s grades, test scores, special talents, or extracurricular activities to determine eligibility.

Need Analysis: A process of reviewing a student’s financial aid application to determine the amount of

financial aid eligibility. Completing this form is the required first step in applying for most types of

financial aid.

Need-Based Financial Aid: Financial aid that is awarded based on a student’s financial circumstance.  It can be awarded in the form of grants, loans, or work-study.

Student Aid Report (SAR): A form sent to the student after submitting the FAFSA. It shows the

information that was processed and indicates Pell Grant eligibility.
Work-Study: An opportunity for a student to work part-time and attend college. Work-study is designed to

help students fund their college
Financial Aid Myths…and Realities
Myth #1: You can’t afford college, or you can’t afford the college of your dreams.

Truth: When students and parents see the tuition price, the cost of living in the dorms, and the price of textbooks they get “sticker shock.” Paying for college is the largest single investment many families make. Two out of three students get at least some financial aid to help make college more affordable. Students can receive a

combination of grants, loans, scholarships, or work-study jobs to help reduce the cost of college.
Myth #2: My dream college is a private school. My family can’t afford the tuition.

Truth: Don’t rule out the college of your dreams just because of the cost. If a college has higher tuition and

expenses, students often get more financial aid to help cover the extra cost. For example, Harvard University has pledged that a family with an income of $60,000 or less will not be expected to contribute to college costs.

Myth #3: You have to be very poor, very smart, or uncommonly talented to qualify for financial aid.

Truth: Financial aid comes in many forms—grants and scholarships, which don’t have to be repaid, and loans,

which do have to be repaid. There is need-based aid for students who come from lower income families and

merit-based aid for students who excel in athletics, drama, debate, instrumental music, community service, and many other areas.
Myth #4: The college with the lowest price will be the most affordable.

Truth: Not necessarily! Some of the more expensive colleges have raised significant amounts of money for

scholarships from their alumni and friends. As a result, they have more money to give to students in the form of

scholarships, which reduces the “sticker price.” If a student qualifies for need-based aid, they may receive more

financial aid at the more expensive school, thus reducing the final cost.

Myth #5: You can get more scholarships or financial aid for college by paying someone to search for you.

Truth: Beware of any group or individual that guarantees a scholarship or financial aid if you pay a fee. These

groups utilize high pressure tactics to get parents to pay for a service they don’t need. There are many very good, free scholarship and financial aid sources.
Myth #6: I’m expecting to receive a lot of scholarships, so I don’t need to apply for aid.

Truth: Apply for all types of aid: scholarships, grants, work-study opportunities, and loans. If your final tab after paying tuition, fees, books, room and board, computer, etc., is completely covered by your scholarships, you can turn down the other aid. Also, in the unlikely event that you need to switch schools unexpectedly, you’ve already secured some aid towards your potential new school.
Myth #7: I am going to pay for college myself, so it doesn’t matter how much money my parents make.

Truth: Most need-based financial aid is based on parents’ income and assets. Most schools require students to fill out the Free Application for Federal Student Aid (FAFSA) in order to qualify for need-based aid. That form asks for parent’s income information.
Myth #8: You can wait until you get accepted to a college before worrying about financial aid.

Truth: Most financial aid is distributed on a first-come, first-served basis. Planning should start junior year for

what sources of financial aid you will apply to. There are some scholarships that are available to juniors, so starting early may mean more money for college.
Myth #9: I want to go to college, but my parents don’t have the money, and I can’t afford to take out loans to pay for college.

Truth: Almost all students today can get low-interest education loans to help them pay for college, and

education loans typically don’t have to be paid back until a student is out of school. The average loan debt of

undergraduate students today is roughly $20,000—that’s less than the cost of most new cars!
Myth #10: There is no money for college.

Truth: Total annual financial aid available to students is approaching $200 billion. This includes the entire

spectrum of aid, such as grants, scholarships, work-study, low-interest and government-subsidized loans.

However, students must apply for the different types of financial aid, meet the requirements, and meet the

timelines.
Myth #11: My parents make too much money to qualify for any aid.

Truth: This is the biggest myth of all and the most dangerous. There are no income limitations on aid. While a

family with significant income may not be eligible for need-based aid, there are dozens of strategies available

to lower the cost of college. Always submit the FAFSA to see what you qualify for. There may be family

circumstances that increase your chances of getting some aid, including number of family members in college,

household size, age of older parent, etc.
Myth #12: The process of applying for financial aid is too complicated.

Truth: For many schools, the only step involved in applying for financial aid is to fill out the FAFSA. Completing the FAFSA is actually very easy, especially if you do it online. There are detailed instructions for every question, as well as online help.

Financial Aid Facts and Reducing the Cost of College

More than $150 billion is available in federal aid for students who qualify.
1. What is federal student aid?

Federal student aid comes from the U.S. Department of Education. It is money that helps a student pay for

education expenses at a postsecondary school. Federal student aid covers such expenses as tuition and fees,

room and board, books and supplies, and transportation.
2. What are the types of student aid?

There are three main categories of federal student aid: grants, work-study, and loans.
3. Who gets federal student aid?

The most basic eligibility requirements include demonstrated financial need, be a U.S. citizen or eligible noncitizen with a valid Social Security number, maintain satisfactory academic progress in postsecondary school, and register with the Selective Service if you are a male between the ages of 18-25.

4. How do you apply for federal student aid?

Complete the Free Application for Federal Student Aid (FAFSA). Go to www.fafsa.gov to complete the FAFSA

online, which is faster and easier than using a paper FAFSA. Apply after January 1 of senior year. Also, schools

and states often use FAFSA information to award nonfederal financial aid.

5. What happens after the FAFSA is submitted?

You will receive a Student Aid Report, or SAR. The SAR contains the information reported on your FAFSA and usually includes your Expected Family Contribution (EFC). The EFC determines your eligibility for federal

student aid. The school(s) you list on your FAFSA will get your SAR data.

6. Anything else?

Make sure the financial aid office at each school you’re interested in has all the information needed to

determine your eligibility. If you are eligible, each school’s financial aid office will send you an award letter

showing the amount and types of aid (from all sources) the school will offer you. You can compare award

letters from the schools to which you applied and see what aid you can receive from each school.

Important Note: Your EFC is likely to remain the same whether you go to a low-cost school or a high-cost

school. So, don’t automatically eliminate colleges with higher costs. If EFC is $5,000, at a college with a total

cost of $8,000, you’d be eligible for up to $3,000 in financial aid. At a college with a total cost of $25,000, you’d be eligible for up to $20,000 in aid. In other words, your family would be asked to contribute the same amount (EFC) at both a low-cost and a high-cost school.

Reducing the Cost of College

During High School

• Take AP (Advanced Placement) courses and take the corresponding exams.

Check with the colleges you are considering to make sure that they will grant credit and ask what is the minimum score required to receive credit. Some students have entered college with 18 or more credits.
• Take a rigorous, college-preparatory curriculum. Unfortunately too many students enter college having to

take remedial courses. Remedial courses cost the same per credit hour and do not count toward a college

degree. They cost you time and money. Taking a rigorous curriculum while in high school will help prepare

you for the rigor of college classes.
• Take dual or concurrent credit courses. These are courses that count for both high school and college credit.

Like with AP and IB, you may walk into college with several college credits. Remember that if you take dual/

concurrent courses you have started your college transcript, and grades are important.
• Research and apply for financial aid. Complete the FAFSA.
• Apply for every scholarship you are eligible for and do not dismiss small awards. There have been many

students who have received several small scholarships that when added together were sizeable awards.

Watch those deadlines and make sure you meet them.
• As you consider which college to attend, compare the cost of attendance and the financial aid package you

receive from each college.
• Take a career interest inventory, explore different career fields, and identify your interests and passions. All

this is an effort to narrow your academic and career goals to help select a major. Changing majors can add

additional requirements to your degree plan, which translates into more money. If you receive financial aid,

there will be a cap in terms of money and time.
• Research the colleges you want to attend. Without sound research you may choose a college for all the wrong

reasons and find that, once there, you don’t like it. Transferring to another college may mean a loss of credits,

which is a loss of time and money.
• Prepare for scholarships by getting good grades, participating in extracurricular activities, completing

community service, and taking on leadership roles.

During College

• Once you get into college, there are several things to consider that will reduce the cost of attendance.
• Serve in Peace Corp, AmeriCorps, or enroll in ROTC (Reserve Officers’ Training Corp), which offer either

scholarships or loan forgiveness options.
• If attending college out of town, consider taking courses during the summer when you are at home.

Coordinate with your college/university to make sure the courses will transfer for credit. Many colleges and

universities will accept community college or local college credits.
• Take the CLEP (College Level Examination Program) in college. There are 34 exams and your scores may give you college credit.

