PLANNIG

January 16", 2012 Nevtse

PLANNING FOR COLLEGE

In planning for your financial future, few decispmare as important as funding your child’s colleg€
education. In this article, which is an update fagticle that | originally wrote back in Februé&2906, |
have tried to provide some additional insights ithe challenges facing families and students i
attempting to achieve this often overlooked finahgbal. As we embark on the second decade ofifie 2
century, college funding takes on an added urgexscthe world reels from financial crisis to finaaici
crisis.

The first question usually asked by many high schéstudents is,
Is college really worth it?

The English essayisG.K. Chestertoronce wrote,'Education is simply the soul of society as it pEss
from one generation to the next.”

Unfortunately for many of us however, college edwrafor our children is a much more definitive and
difficult undertaking tharChesterton’hilosophical ideal.
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As we all know, college is expensive. Unfortunatdigwever, many of us treat saving for college as
discretionary item in our budget. Often, it is omien Junior receives the letter of acceptance fitwen
school of his or her choice that reality kicks By. that time, most of the best funding alternatiees no
longer available. There are also some other coraidas that make this financial decision one @& th
most important in your financial plan.
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» Expect college costs to rise

In the past five years college prices have continued to rise. Heresarae startling statistics
from “Trends in College Pricing 2011published by the College Board’'s Advocacy and Rolic
Center:

o Increases in college prices for tuition and feesymr and board, books and supplies anc
transportation continue to rise more rapidly thae expenditures that educational
institutions are incurring to deliver educationahsces. These increases have in man
instances also outpaced the increase in the ComsBnee Index. In California for
example, which accounts for about 10 percent ¢l trational college enrollees, tuition
for 4-year institutions rose by 21 percent andZgrear colleges by 37 percent for the
2010-2011 year! Other Western States were not déainld. Arizona and Washington
posted increases to published charges for publieat-colleges of 17 percent and 16
percent respectively. On the other hand 4-yearipeblleges in Connecticut and South
Carolina published increases of 2.5 percent.

o Price hikes in education have taken place agaibsickground of a weak economy and
record high unemployment. Incomes have also detlmeer the past ten years and
assets set aside for college funding have declimedlue.

o0 The allotment to education grants and tuition ¢eefiom the various federal stimulus
packages over the past three years have not tfts@icreases in prices.

o The impact of the increase in college costs has les@cerbated by the fact that the
college population has been growing with total ggestondary enrollment increasing by
22 percent in the last five years.

» Is the increasing cost of college still worth it?
Increasingly, employers require job applicants &wveéha college degree. The U.S. Censu

Bureau data shows that college graduates earneaagesof 73 percent more than high schoo
graduates, and over a working lifetime, the accaedl financial advantage is very substantial.
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(The College Board estimates that the earningséiftial can be as much as $1 million!) The
Trends in College Pricing data indicate that thedian® income of families with at least a
bachelor’'s degree was $99,700 in 2010 compared&®B32 for those with only a High School
diploma.

However, even with the higher earnings after gradnanany students and families struggle tof
pay their student loans both during the collegeay@ad afterwards. And starting college is ng
guarantee that the student will obtain the degfree. data indicates that 83 percent of student
who start college at a prestigious college complleésr degrees within 6 years, but only 27
percent of those attending open enrollment unitiessiand 53 percent of those attending
schools that accept at least 75 percent of appicaduate within a 6 year period.
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Secondly what is the cost of college these days?

Beginning on October 29th 2011 all colleges andremsities participating in federal student aid peogs
are required to post on their websites net pri¢eutztors that allow students to calculate theprate of
the school’s charges. Previously colleges neededvieal only their published charges. The net pisce
the price an average full time student actuallyspiy education at the college after allowing foarg aid
as well as federal tax credits and deductions.

According to the College Board survey, the curramérage annual costs for a 4-year college wer
$38,589 at a private college and $17,131 at a puddllege in the student’s State. Costs at the mogt
prestigious and expensive private colleges howexaeed $45,000!
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The College Board has excellent tools and aids tenwebsite,www.collegeboard.orgo facilitate
planning for the costs of college including the pete calculator. A financial aid calculator iss@l
available that facilitates the estimation of fin@haid based upon the college and financial cirstamces
of the student.

Thirdly , what other considerations are involved in planniagcollege?

Many surveys have revealed that parents typically about half of college costs out of their own
pockets. If this cost item is unanticipated it dsnvery burdensome. It is therefore recommended thg
parents start early by putting togethe€allege Savings PlarSuch a plan would estimate the costs of
college, and make assumptions regarding investmetatns in order to arrive at a targeted monthly
savings amount to fund this objective. The Coll&pard websitewww.collegeboard.orgeferred to
above has a College Savings Plan module that yshedpful in putting together such an effectiverpla
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Fourthly , What about Financial Aid?

14

Almost 60 percent of undergraduate students recgivee type of financial aid. Such aid reduces th¢
amount that parents have to fund for college. Fsrsdraid however, is by no means automatic. It is
awarded only on the basis of demonstrated financedd, which is computed by a formula that
incorporates the cost of attendance at a parti@dbege, minus an expected family contributionnus
aid available from other sources. Finally, aidfifei@d on a year-to-year basis, which further cooapés
the planning and budgeting process. A financialnaatiule that can assist parents is also availabkh®
College Board website atww.collegeboard.org

In view of the importance of financial aid in fir@ng college education, (the average financialveas
$12,455 per student in 2010-2011), parents neebetmme familiar with the sources and forms off
financial aid. It is helpful to start by considegithe two main categories of aid:

» Gift aid —scholarships, grants and tuition discounts thatatdhave to be repaid.
» Self help aid these include College Work Study programs and loans

Also, the federal financial aid application procassa cumbersome and lengthy one. A wrong o
incomplete answer to one of the 103 questionsdiste theFAFSAapplication form could significantly

reduce the financial aid that is awarded to thelesttt Please refer to the College Board website fqr
assistance and tips in completing th&FSA application. There are also many strategies that lue
employed by students and parents to maximize therded aid. Parents are well advised to consult p
financial planner or financial aid counselors atleges where their children might attend, regarding
available financial aid awards and how to integtaie into the overall college savings plan. Iltalso
worth noting that over 600 colleges, universitiggaduate and professional schools, and scholarship
programs use the information collected on a fortedaPROFILE to award non-federal student aidl

funds.

Fifthly , there are variougax advantageways of paying for college which should be incogped into
the college savings plan.

In putting together the college savings plan, pareeed to be aware of the various tax savingsranag
that are available under current tax law. Your g@ctgd cost of college is not complete without ar]
adjustment for these tax savings. In addition timme tax reduction from education tax credits, sagh
the American Opportunity, Hope and Lifetime Learningedits,there are also tax favored vehicles such
as 529 plans, Cloverdale Savings Accounts, Series BEn@s Bonds, and Individual Retirement
Accountsfor saving for college. Investments in these actoware allowed to accumulate tax free,
provided that the funds are withdrawn to pay fatidn fees and costs. Please consult your accotiotan
financial planner for advice on which programs vebloié best for you.
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Finally, what about pre-college education?

As public school education in the United Statesggles with chronic under funding and poor schatast
performance, parents are increasingly turning égpttivate sector to educate their young childrdrer@
are a few tax saving programs that are directectdsvelementary and high school education. One ¢
these is th€loverdale or Education IRAccount. The maximum amount that can be contribameaally

to this account is $2,000, and the accumulated atsatan be withdrawn to pay for tuition, books and
supplies for pre-college education.

Recent College Facts:

Average College Costs 2010-2011 Did You Know?

Four-year private $38,589 (up 4.4 percent from haesar) About 50 percent of students attending public andape
four-year colleges pay less than$9,936 per yeatuition
& fees

Four-year public $17,131 (up 6.0 percent from gesar) Only about 2 percent of all students attendegms where
tuition & fees total $33,000 or higher per year

Two-year public $2,963 (up 8.7 percent from lasiry 44 percent of all students attend two-year colleddss is
the fastest growing sector of the post secondangestt
population.

Students will pay, on average, from $314 to $32Tentloan In 2010-11, about $178 billion in financial aid was
last year for this year's room & board, depending eollege| awarded to undergraduate students.
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Appendix

Average Published Charges for Undergraduates by Caegie Classification,
2011-12 (Enrollment-Weighted)

Tuition and Fees

Room and Board

Total Charges

Sector
2011- 2010- $ % | 2011- 2010- $ % 2011- 2010- $ %
12 11 ChangeChange 12 11 ChangeChange 12 11 Change Change
Public
In-State
Doctoral $9,185$8,492 $693 8.2% |$9,353$8,989 $364 4.0% $18,538%$17,481 $1,0576.0%
Master's $7,186 $6,600 $586 8.9% |$8,153$7,856 $297 3.8% [$15,339%$14,456 $883 6.1%
Bachelor's |$6,604 $6,207 $397 6.4% |$8,251$7,927 $324 4.1% [$14,855%$14,134 $721 5.1%
Private
Doctoral $35,19!$33,69¢$1,496 4.4% [$11,80($11,38. $425 3.7% [$47,00:$45,08($1,921 4.3%
Master's $25,86.$24,69! $1,168 4.7% |$9,629 $9,259 $370 4.0% [$35,49:$33,95:$1,538 4.5%
Bachelor's [$25,83$24,77¢$1,062 4.3% |$9,233$8,869 $364 4.1% [$35,07:$33,64!$1,426 4.2%

Average Published Charges for Undergraduates by Tygand Control of Institution,

2011-12 (Enrollment-Weighted)
Tuition and Fees Room and Board Total Charges

Sector

2011- 2010- $ % |2011- 2010- $ % |2011- 2010- $ %

12 11 ChangeChangg 12 11 ChangeChangg 12 11 Change Change

Public 2-Year
In-State $2,963$2,727 $236 87% | — — @ — — — — — —
PUOLC 2V | $8,244.$7,613 $631 8.3% |$8,88798,54¢ $338 4.0% $1713516,16: $969 6.0%
Public 4-Year ¢, 77419,64/$1,122 5.7% |$8,887$8,549 $338 4.0% ($29,657$28,197 $1,4605.2%
Out-of-State
Private
Nonprofit $28,50($27,26! $1,235 4.5% [$10,08$9,70¢ $383 3.9% $38,58$36,97:$1,618 4.4%
4-Year
For-Profit  |$14,48%14,04( $447 32% | — — — — — — — —




