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FOREWORD

Do You Really 
Learn Anything 

in College?
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T imes are scary right now. Everything of value keeps go-
ing up in cost. Those people who believe inflation isn’t 

a real thing should really pull their heads out of the sand. 
Some people believe one of the most valuable things you can 
acquire—that has immense value—is a college education.

Now, I am fully aware some kids go to college and waste their 
time and money. Also, some colleges may not even be worth 
paying for. And, some kids should go to a trade school that is 
suited to their skill.

All the same, as a college graduate myself, I can say I learned 
some very valuable skill sets in college. First off, I learned 
how to finish something I started. I learned how to read, 
write, think, and communicate more effectively. I may not 
remember every detail of every test I took … yet, I learned 
probably the most valuable skill set during my college years: 
how to solve problems.

Is that worth paying for? Absolutely. And the costs to acquire 
that skill are only going up. If you check the prices of attend-
ing college over the last twenty years, you almost feel sick 
to your stomach. Everything has gone up, from the cost of 
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books and tuition to living expenses. Sadly, it doesn’t appear 
to be coming down anytime soon.

This has caused some people to throw in the towel and 
think, “It’s too expensive to attend college; I’m going to get a 
job and start working instead.” Most hard-working families 
don’t have the additional capital to pay $40,000, or higher, 
for one year of a college education. Some college costs, over 
the course of your time there, might put you into massive 
debt. 

This makes it appear daunting to even try to get into those 
types of colleges if your standard of living may not support 
that. For others, it appears virtually impossible. 

Not a surprise that some families have tried to cheat their 
way in. For those that didn’t get caught, I guess luck was on 
their side. Others paid hefty fees for cheating and others 
served jail time. That’s a high price to pay simply to see a 
child get into the best college. What has immense value will 
drive people to do some crazy and even illegal things. 

So how does one overcome the impossible? Fortunately, 
there is a way, a proven process that’s been around for a 
select few who were privy enough to find it. Ed Vosganian 
is one of the few who knows the secrets. He has person-
ally helped thousands of families overcome this massive 
obstacle and achieve their dreams of acquiring a college 
education. 
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I would highly encourage you to listen to his words of wis-
dom. For those who feel like they know a better way … trek 
down that path at your own peril.

Want to see your (or your child’s) dream come true?

Then listen to every word Ed speaks. 

Ethan Kap 
Inc. Magazine, Best Selling Author
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A s you may have noticed there’s a trend in college plan-
ning lately— parents these days are going to great lengths 

to get their children into college and are risking more than 
their savings to do it. It isn’t uncommon for parents to over-
reach to make sure that their child gets into a good school, 
but some have even gone so far as to sacrifice their retire-
ment. Part of what is driving some of this behavior is the fact 
that most families aren’t having real conversations about the 
landscape of college planning, and how hard it has gotten to 
pay for college. 
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Before we get into why college is so expensive—and why that 
trend is only increasing—let me tell you a little about how I 
got into the college planning business. 

I was one of the lucky ones, I got to go to college before this 
trend started happening. Like most parents, my mother and 
father did their best to set me up to succeed—unfortunately 
they weren’t rich, so I had to figure it out for myself. 

I grew up in Farmington Hills, Michigan, a middle class sub-
urb of Detroit. My dad was head of corporate investments for 
a major U.S. Defense company, and my mom was an elemen-
tary school teacher. My childhood was filled with memories 
of watching sports with my dad and waking up early to run 
my paper route—but it felt like all of that came to an end in 
the spring of 1990, when financial troubles hit our family.

On November 9th, 1989, we sat around the TV and watched 
in amazement as the Berlin Wall fell. I was a Sophomore in 
high school, just fifteen years old. As Communism’s grip on 
Eastern Europe crumbled, we had no idea how the events we 
saw on the screen that night would come to affect our family. 

The Cold War finally ended, and the U.S. Government be-
gan to reduce its wartime spending. This sent waves of lay-
offs throughout the U.S. Defense industry and my dad was 
one of the many casualties. Six months later, he came home 
with a pink slip, he’d lost his job. Because of his age—he was 
fifty-nine—it was hard to find employment. He got a few odd 
jobs here and there, just to bring in some extra money, but 
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eventually, he decided to retire, and my family went from 
two incomes to one. Times were tight, but luckily, we stayed 
in our home.

By the time I was seventeen years old, I was already thinking 
about where I wanted to go to college. I also knew I would 
have to pay for it myself. Both my parents had gone to college 
and the value of education was passed onto me and my sis-
ters. Even if it was a community college, I was expected to go. 

At the time, I had two older sisters in college. I guess you 
could say we were a “Michigan State family,” but MSU was 
my second choice, actually. I wanted to major in Marketing, 
and while MSU had a great business school, my mind was set 
on where I really wanted to go: UCLA.

I had big dreams of living in Los Angeles, going to school, 
and spending my weekends at the beach.

We were sitting at the dinner table one night when I told my 
parents I wanted to go to UCLA.

My parents looked at each other and said, “No way.”

Here’s why: Los Angeles was too far away, and UCLA was too 
expensive. Most of the money was going to their mortgage, 
so it was pretty much all on me. Plus, they wanted me close 
by, and MSU was only a short drive away. So, I filed my Cali-
fornia dreams away, and enrolled at Michigan State. 
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Thankfully, I stayed open-minded to going to a less expen-
sive college, because it could have been a financial nightmare. 

Back then, I had no clue about the process, or the games peo-
ple played to get into college, some of them were even illegal 
and unethical. We were also unaware of any Federal, State, 
or University aid to alleviate the stress of college costs. Even 
with my dad’s job loss, we still felt we made too much money 
to qualify. Our belief was that you needed to be dirt poor or 
on food stamps before they would help, and because of that, 
we potentially lost thousands of dollars out of sheer igno-
rance.

So, I went to MSU and worked multiple jobs to pay for it. 
Luckily, I had some money saved up from working through-
out high school unloading trucks and doing landscaping 
work, and I used it to cover some of my college costs.

But, funny story, I almost didn’t make it to college…

It was the 4th of July during the summer of 1992, and I had 
just graduated high school and was getting ready to start 
classes in a couple months at Michigan State University. That 
day, a few of my buddies and I got together—we wanted to 
hang out, as we were all going to different schools in the fall 
and wouldn’t be seeing each other as much.

We spent the whole afternoon hanging out. As evening fell, we 
headed over to a local shop to purchase a variety of fireworks to 
shoot off at a friend’s house later. That night we set everything 
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up on our friend’s lawn and started firing up the fireworks 
stash we’d bought. One of my friends decided it would be hi-
larious if he lit one of the rockets and pointed it at me.

As soon as I saw him light the fuse, I ran as fast as I could 
to escape the incoming chaos. It was pitch black, so I had no 
idea I was running straight toward a large iron planter in 
the shape of a cauldron sitting in front of my friend’s house. 
I ran full speed ahead, looking back over my shoulder, and 
slammed knee-first right into the object.

The rest was a blur, but they said I did a few flips in the air 
before I landed. The pain was unbearable. I remember ly-
ing there, convinced I had shattered my knee cap. Luckily, 
it was just a major cut, and all it needed were stitches in the 
emergency room and a few days in the hospital. After they 
released me, I went through a month of physical rehab, wore 
a knee brace, and used crutches, but I missed out on the 4th 
of July, and the rest of my summer.

Years later, I still have the scar on my knee to remind me of 
that day, plus my friends never let me forget (it’s a popular 
topic of conversation, even today). But I look back on those 
three days I spent in the hospital and realize now how lucky 
I was. 

During this time, I thought back to my grandfather, who 
had always instilled in me the need for education and hard 
work. He was born in 1911 in the Ottoman Empire (modern 
day Turkey) to Armenian parents. By 1915, under the guise 
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of WWI, the Muslim Ottoman Turks had begun gathering 
up Christian Armenians and massacred over 1.5 million of 
them. After losing two brothers (one of which was his twin), 
my grandfather escaped to America with his mother and 
father at the age of seven. They immigrated to the United 
States, not only to escape persecution but also for a better 
life. They settled in Detroit, Michigan, and quickly assimi-
lated into the community and learned English. 

After a decade in the States, the Great Depression hit, and 
instead of going to college, my grandfather had to work. He 
owned a successful shoe repair and hat cleaning shop and 
later added a tailor shop to the business. During WWII, he 
got his realtor broker’s license and ended up running a suc-
cessful real estate company for the next fifty years. To this 
day, my grandfather’s lessons have stayed with me. He al-
ways told us that with hard work and perseverance you can 
achieve your dreams and goals. And, of course, he insisted 
that his children and his grandchildren go to college. He 
wanted us to get the opportunity he never had, so we could 
go even further in life than he did. 

My life could have been irrevocably changed in one moment. 
I thought to myself, I was one of the lucky ones... I may not 
have gone to college at all.

I realized that those of us who got a lucky break in life (and 
have guardian angels) have an obligation to lend a hand to 
others when needed. This might have been the first time I 
realized that I had a deep desire to help others. Naturally, 
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this led me to start thinking about a career where I could be 
of service.

Like my father, I was interested in finance. After graduat-
ing with a degree in Marketing, a local company recruited 
me right out of college, and I decided to become a financial 
advisor. What I really wanted to do was help others grow 
and save their money. Since watching my parents struggle, I 
knew how life-changing this could be. But instead of focus-
ing on retirement planning, like every other financial “guru” 
out there, I wanted to take it one step further. I knew how 
important education was, and I wanted to focus on college 
planning. 

While I was learning the ropes and getting my licenses, I 
started noticing a pattern. There was a “college crisis” in 
America. 

I realized that families weren’t just having a retirement 
planning problem, but most were having a college planning 
problem as well, and the two were related. The more money 
they spent on college costs, the less went into their retire-
ment accounts and savings. Many who were parents, around 
age forty to fifty-five, were struggling to get their kids into 
college, and it reminded me of my own parents. I wondered 
how things could have been different for us if we had proper 
college planning advice.

So, on my downtime at work, I started researching and 
learning the ins and outs of financial aid and the rules that 
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were developed by the U.S. Department of Education. From 
scholarships to loans, I studied all the details. I realized my 
family had left thousands of dollars on the table because we 
were ill-informed.

In fact, I saw a lot of people were going about it the wrong 
way. Like my family, most families automatically assumed 
they made too much money for financial aid. Or maybe they 
thought they could get financial aid, but they didn’t know 
where to start. They had gotten a little bit of advice, and 
filled out some forms, but they weren’t really going through 
steps A to Z. 

People just weren’t educated, and many times parents missed 
out on great opportunities because of misinformation. As a 
result, many students are leaving college with too much debt, 
and are risking their retirement savings trying to pay off stu-
dent loans well into their fifties and sixties. I came to the 
conclusion that in order to help my clients plan for retire-
ment, I had to first help them plan for college.

Next to buying a home or saving for retirement, college is 
one of the most expensive things people ever do in life. And 
yet, nobody was out there educating parents on the path and 
helping them avoid the pitfalls of college planning. I had that 
knowledge, and I could help people save money and put more 
into their 401Ks and retire more comfortably because of it. 
And I knew that this niche market would give me an advan-
tage over other financial planners. But the problem was that 
even after almost two years of working, I still wasn’t making 



The College Funding Dilemma

2 0

enough money to survive as a financial advisor. I was ready 
to quit.

I was living with my parents at the time, because I couldn’t 
afford my own place. My job was 100 percent commission 
based, and I wasn’t making much. I drove all over the metro 
Detroit area setting up at home appointments, explaining the 
college planning crisis to families, and that with the proper 
planning, how to avert it. It took a toll on me, all that drive 
time and long hours. I started having self-esteem issues, and 
my confidence suffered. 

I started thinking I made a mistake choosing this field of 
work. Maybe I should just go work for “The Man.” Get a nine 
to five, with benefits and a steady paycheck, instead of driv-
ing all over Southeastern Michigan having doors slammed 
in my face.

One day, I went down to the cafeteria in the building to have 
lunch with a couple other advisors.

I was feeling down, so I sat there pushing the food around 
my plate with my fork, not wanting to eat. I just wanted to go 
home and feel sorry for myself. One of the guys who sat in 
the cubicle next to mine was there and we were complaining 
about how much we hated our job.

Suddenly, in walked one of the most successful financial ad-
visors in the company. This woman had been with the com-
pany a long time. She must have overheard us, because she 
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walked right over to our table—and she looked at me and 
said, “What’s wrong?”

I set the fork down. “I’m not making any money and I’m not 
helping people,” I said. I told her I was thinking about get-
ting out of the business and finding a nine to five job with 
a steady paycheck. No commission anymore, just a salary 
based job.

Her voice was quiet, but confident. She said, “Do you want to 
be told what to do every day with a boss breathing down your 
neck and hating your job? Or do you want financial freedom, 
with hard work and dedication, where you’re the boss?”

Her words hit me like a bolt of lightning and made me sit up 
straight. I was listening.

She knew what I was focused on as an advisor, and in fact, 
she’d helped many of her own clients with their college plan-
ning save millions more for retirement. Then she made one 
statement that stuck with me and proved to be prophetic.

“If you can survive in this business for two years, you will be 
a lifer.”

She knew I would be okay, at a time when I couldn’t see it in 
myself. She was telling me to stick it out. I just had to bust my 
butt for two years and I would see the light at the end of the 
tunnel. It was the pep talk I needed, and it got me excited. I 
thought—I can do this.
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She was right. My first two years were tough (I made barely 
enough to survive), but in my third year my confidence in 
my services and in myself increased, and my income start-
ed taking off, too. My business started growing on its own 
as more and more clients referred me to their friends, and I 
started feeling like I was really making a difference in a lot 
of people’s lives. 

One day, a client who was also a friend of mine came to my 
office. He had three kids and he was trying to figure out how 
to pay for their college without breaking the bank. He and 
his wife were making good money, about $200k a year, but 
I had a hunch they would still qualify for help. So, I set out 
searching high and low to find grants and scholarships for 
them anyway. After going through the process with me, they 
ended up only paying a third of what they would have on 
their kids’ college tuition if they hadn’t consulted me. I real-
ized at that point, I could help anyone.

Over the past two decades in this business, I’ve been able 
to help thousands of families around the country afford 
college. While I was definitely drawn to financial planning 
initially because of the freedom (I didn’t want to be chained 
to a cubicle all day), what really keeps me going is helping 
people. Without that, I would have burned out long ago. 
I’ve seen the joy it brings families as I help them navigate 
the maze of college planning, and the thousands of dollars 
they save in college costs that helps them make their re-
tirement dreams a reality. People can sense that I’m sincere 
about what I do. This is personal for me, because it’s some-
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thing my family struggled with, and I truly want to educate 
people.

That’s why I’m writing this book. I want to change the way 
people look at college planning. Today, the game has much 
higher stakes, and I know that parents are going to need help 
sifting through all the information.

If you aren’t living under a rock, you may have noticed sto-
ries circulating in the news lately about people scamming the 
college system. And it’s no wonder, because college isn’t get-
ting any less cutthroat or expensive.

The average college tuition for four years, even for a pub-
lic state school today is around $100,000, and for a private 
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school, you’re looking at $200,000 plus. Now multiply that by 
the number of kids in each family. Parents are either going 
into debt, or going paycheck to paycheck, trying to pay for 
it. Or the students come out with an insane amount of debt. 
It’s no wonder politicians are talking about wiping out stu-
dent loan debt or offering free college, or that there are even 
parents who think up elaborate schemes to cheat the system. 

You don’t have to do that. You don’t have to go into debt, 
take out a second mortgage on your home, or rob a bank to 
get your kids into college. What most parents don’t know is 
that there’s literally billions of dollars out there. Colleges, just 
like any other business, don’t want empty seats. You should 
never have to pay sticker price for tuition. There are ways to 
navigate the system without doing anything immoral—and 
I’m going to show you how.
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It took me many years to master college planning and I’ve 
learned a lot of secrets along the way. This book will help 
you navigate the financial aspects of college planning, eth-
ically.

In the following chapters, I’ll be sharing my unique pro-
cess for college planning with you, using my database of 
knowledge, twenty plus years of experience, and my track 
record of success. This isn’t some boring textbook on col-
lege planning you’d find on Amazon. You’ll get real insider 
stories and information, not just things that are published 
everywhere on the internet. I will be providing case studies 
and proof along the way, so you’ll know that the techniques 
work before you try them. We’ll be covering everything 
from avoiding hidden costs, using the IRS to help pay for 
college, getting the first two years of college for free, choos-
ing the right college, and the reality of financial aid and 
admissions.

It’s really a one-stop-shop, so you can get a head start on 
the process.

Sure, you can do it alone (a lot of parents do), but it will take 
a lot of money and time, and you may make expensive mis-
takes. Even with hundreds of hours of research, there’s no 
guarantee you’ll be able to cut costs significantly. So, please 
try to suspend judgment as you read, you may be surprised 
at what you learn. Even if you think you’re too late (or too 
early, for procrastinators), or you make too much money, 
or too little money, there’s something valuable in this book 
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for you. My whole goal with this book is to help you get 
your children through college without losing your sanity, 
your retirement savings, or winding up behind bars trying 
to pay for it. 



CHAPTER 2

Why Parents Feel 
Like They Have to 
Cheat the System
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I remember reading the headline in the morning newspaper: 
“COLLEGE SCAM.” 

For months it was all over the media, the famous “Oper-
ation Varsity Blues” case where dozens of rich parents got 
caught bribing coaches at prestigious universities to get their 
kids classified as star athletic recruits and illegally influ-
ence admissions. With eleven universities involved, fifty or 
more people named in the case, and over $25 million paid in 
bribes, it was the largest college bribery scandal in American 
history. 

As a college planner, all I could think was ... isn’t it always that 
way? The ones who can afford it are the ones trying to cheat. 

We joke about it, but there’s always been an assumption (at 
least in America) that if you have enough money, you can 
buy your way into anything. Even Rodney Dangerfield wrote 
a big check to get himself back into college in the 80s come-
dy movie Back to School. Just recently, music mogul Dr. Dre 
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famously donated $70 million dollars and put his name on a 
new building at the university (USC) where his daughter is 
now attending. This isn’t new, it’s been going on forever. 

If those parents had been my clients, I would have simply 
told them—don’t do it! It’s not worth the risk. 

There are a lot of opportunities out there, and there’s a lot of 
great schools. You don’t have to cheat to get your kids into them. 

Unfortunately, they weren’t my clients, and now they’re pay-
ing millions more in legal fees and penalties than they would 
have originally paid in tuition had they done it the legal and 
ethical way—not to mention the potential jail time (maxi-
mum of twenty years in prison) they’re facing. 

Every day I see parents in all types of financial situations. 
Some who could afford to slap their name on a university 
building, and others who are just struggling to put one child 
through college without going bankrupt. In every case, I 
have always been able to find a way to accomplish their goals, 
without breaking the bank or doing anything illegal. 

So, why do parents try to scam the system? 

Some would say it’s an image thing. Many parents are just 
“keeping up with the Joneses,” they want to be able to boast 
that their son or daughter went to USC, or an Ivy League 
University. Admissions aren’t guaranteed, and maybe some 
parents aren’t confident in their child’s abilities. 
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No, it’s not your imagination, colleges have become ex-
tremely competitive and cutthroat. It’s getting tougher and 
tougher for parents and students to navigate the college 
system. Not to mention college is expensive. In fact, the 
cost of tuition is going up faster than inflation, with some 
colleges raising tuition at a rate of 6 percent to 7 percent 
per year. According to statistics compiled by the U.S. De-
partment of Education, as of Sept. 30, 2018: the average 
four year university student is leaving college with a stu-
dent loan debt of $33,310. According to Forbes, it’s a $1.5 
trillion dollar crisis. 

As a result, some parents are going to extreme measures to 
avoid paying sticker price for college tuition. The other day 
I read about a case where a wealthy couple in Illinois were 
“divorcing” their children so they could apply for financial 
aid and need-based scholarships. These parents are actually 
going through the court system to surrender guardianship of 
their children to a family member in a lower income bracket, 

https://www.forbes.com/sites/zackfriedman/2019/02/25/student-loan-debt-statistics-2019/
https://www.propublica.org/article/university-of-illinois-financial-aid-fafsa-parents-guardianship-children-students
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so they can pay less for college. This has been going on for 
years but is only coming to light in the public now.

So, why is college so expensive? Well, there’s a variety of 
factors. 

Inflation is partly to blame for this, also professors’ sala-
ries, and the simple fact that colleges are competitive. They 
need to compete with other colleges to get students into 
their school. That means shelling out millions each year on 
technology upgrades, modern facilities, sports equipment 
(especially if they’re a big basketball or football school), etc. 
In other words, it’s a “money thing.” 

To compound this “college crisis,” admissions guidelines ar-
en’t always clear or transparent. This leaves parents feeling 
even more uncertain about their ability to get their kids into 
top colleges. Arbitrary rules are often applied as colleges de-
cide which students get admitted and which don’t. This is 
likely to get much worse with things like the “adversity score” 
that some colleges are rolling out, which will bump students 
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perceived as coming from disadvantaged backgrounds into 
slots that could have been occupied by other students who 
are perceived as being privileged. So, if you’ve put in the hard 
work so that your children can have advantages in life, those 
advantages may be taken away. 

College in America is in a crisis. No, it’s not really fair. But, 
in an unfair system, cheaters will still lose, and those with 
creative solutions will thrive. And there are ways to get your 
children into the best schools without going bankrupt or 
breaking the law. 

Some of you might be thinking … why shouldn’t I cheat? 
Shouldn’t college be free, anyway? 

If you have been listening to some politicians, “free college” 
is definitely a phrase that has been thrown around a lot late-
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ly. Even if you do believe that a college education is a basic 
human right, first of all, nothing is free. Someone is going 
to have to pay for it, and that usually means the taxpayers 
(that’s you and me). Secondly, I’m not discounting it entirely, 
but I don’t think we’ll get there anytime soon. So, I wouldn’t 
count on tuition going down in your lifetime, and I wouldn’t 
hold your breath for “free” college.

So, what can you do to balance out the unfairness? 

For starters, you can keep an open mind. If you’re flexible, 
your tuition could be half the cost or more, and it’ll still be a 
great school. The more open you are, the more opportunities 
you’ll have. Unfortunately, parents tend to think the opposite 
is true. 

I see parents make this mistake all the time, they only have 
one school in mind and no alternatives. Like the “Varsity 
Blues” parents, they are only focused on expensive brand 
name Ivy League schools because of the “image.” 

For instance, I recently had a client whose son loved skiing. 
They lived here in Michigan and they were looking to send 
him to Kettering University in Flint. I eventually got them 
to consider another terrific engineering school in Colorado 
(Colorado School of Mines). He not only got to ski the entire 
four years, he also got a great education at half the cost. 

Secondly, you have to start thinking about colleges as a busi-
ness. Colleges aren’t that complicated—it’s just a business, 



The College Funding Dilemma

3 4

and all businesses operate for profit and reputation. And 
being motivated by profit makes them vulnerable to smart 
strategies and negotiation. 

Do you think if you walked into an auto dealership and got a 
quote on a vehicle, and then went across the street to a com-
petitor for a quote, then back again to the first dealership you 
would be able to negotiate a better price? Of course. College 
is a lot like buying a vehicle. Don’t pay sticker price!!

We’ll talk more about the hands on techniques later in the 
book, but ideally, what you want to do is find a handful of 
good schools and get them to compete for your student.

And lastly, don’t wait. So many parents put off college plan-
ning. Before you know it, their student is a Junior or Senior in 
high school, and they are desperately trying to plan for col-
lege. I guarantee this is a great way to feel extremely stressed 
out by this process. Parents often ask me when the best time 
to start college planning is, and I tell them, “When your child 
is born.” Most parents procrastinate, so start planning now 
and you won’t get caught unprepared. 

In the next chapter, we’ll be talking about some of the com-
mon myths of college planning. By the time you’re done, 
you will hopefully have some new insights about this pro-
cess. And like I said, try to keep an open mind, and I guar-
antee that you will see there are opportunities out there for 
everyone. 



CHAPTER 3

You’ve Been Lied  
to ... Top Ten 

College Planning 
Myths
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I remember my first day of college, the rush and excitement 
of seeing so many unfamiliar faces, wandering the halls ex-

ploring the enormous Michigan State campus, and trying to 
figure out which buildings my classes were in. My dorm was 
typical, small and very basic, with two bedrooms and a bath-
room in between (which the four of us often fought over). My 
roommate was a friend of mine from high school.

Like a lot of middle income families, my parents had blindly 
assumed they made too much to qualify for financial aid. As 
a result, my first year of college, I worked fifteen to twenty 
hours a week in addition to a full load of classes. I did land-
scaping work, and also worked in food services on campus, 
but the job was so terrible I only lasted a few weeks.

I began to notice right away that not all students had the 
same insane schedule as me. My roommate, for instance, had 
his college paid for. Unlike mine, his parents had his tuition 
covered so he didn’t have to work. He’d be out at the bars, 
hanging out with friends on the weekends, and I’d be work-
ing. While I was enormously proud of being able to pay for 
my own tuition, I definitely felt like I got cheated out of some 
of the college experiences. 



3 7

You’ve Been L ied to . . .  Top Ten College Pl anning My ths 

My roommate was from a middle class family, the same as 
mine. I wondered, how is this possible? How were his parents 
able to afford his tuition? Then one day he mentioned he got 
financial aid. 

Financial aid! 

This piqued my interest. I hadn’t even considered financial 
aid, nor did I even fully understand it, obviously, because I 
had assumed we made too much money. Suddenly, I won-
dered if we had known there was financial aid available 
would that have changed things? What else did we get wrong? 
Clearly there was a lot more to this college planning thing 
than I had realized...

Planning for college is more than just selecting an institu-
tion to attend, getting admitted, and showing up for classes. 
Most students planning on continuing their education be-
yond high school approach the educational experience with 
blinders on, and many parents that attended college in the 
past, believe that the college planning process is no different 
than what they went through school twenty or more years 
ago … apply to colleges, get admitted, pack your bags, and 
off you go! 

As a result, a lot of parents are operating under false infor-
mation when they embark on putting their children through 
college. Also, how individuals pay for the cost of a college ed-
ucation has changed drastically over the last twenty or thir-
ty years. There are many myths floating around that most 
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parents and students believe is the absolute truth—such as, 
who gets financial aid (it’s not always who you think), how 
to apply for scholarships, whether private colleges are really 
better, and so on. As we all know, hindsight is 20/20, and I 
definitely wish my parents and I had access to this informa-
tion when I was applying to colleges. So, in this chapter, we 
will outline the top ten myths and put them to rest.

Here are the top ten myths (and realities) of paying for 
college: 

Myth #1: Private Colleges Are Too Expensive for the 
Average Family

While it is true that private colleges do show a higher cost of 
attending than most public supported universities, they are 
not automatically more expensive than state universities.

Normally, private colleges receive very little money from 
the state that they are located in. Therefore, without state fi-
nancial support, they must show a higher sticker cost than 
state-supported universities on paper. But they are still a 
business, and like all businesses, they have competitors. In 
order to compete (cost-wise) with state-supported universi-
ties, private college must adjust their total cost of attending 
to avoid losing potential students to other lower priced col-
leges. The little known secret is that in order for the private 
universities to stay competitive with state universities, they 
will usually offset these higher costs by providing institu-
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tional financial aid to students in the form of need- and mer-
it-based scholarships and grants.

With the added benefits of institutional financial aid, many 
private colleges wind up being less expensive than state-sup-
ported colleges. Which means that private colleges being ex-
clusive to elites is a myth.

Myth #2: Saving Money to Help Pay for College Will 
Reduce My Financial Aid Eligibility  

The first thing families need to understand is that financial 
aid from the Federal and State governments is intended to 
help the neediest students to attend college. It is true finan-
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cial aid is given out mostly based on the financial need of 
the family. However, the majority of financial aid given out 
through the Federal government is in the form of student 
and parent loans. When completing the Free Application for 
Student Aid (FAFSA), the formula calculates the amount of 
savings that will be used to help pay for college expenses as 
only 5.65 percent for the parents and 20 percent for the stu-
dent. Also, the parent receives what is called an asset protec-
tion allowance to help offset some of the savings.

With this being the case, the amount of savings that are in 
the parent’s name will be reduced by a certain dollar amount. 
For example, if the parents had an asset protection allowance 
of $7,000 and saved $20,000 to help pay for their student’s 
college education, the Federal formula will only require $735 
(the first year) to be used to help pay for the student’s college 
costs.

This is very important to remember: having assets saved to 
help pay for the cost of a college education is not the biggest 
factor when it comes to receiving financial aid. The largest 
factor that will affect financial aid eligibility is income, not 
assets. If the family does elect to save for the cost of a college 
education, it is better to save money in the parent’s name in-
stead of the student’s name. The reason for this is that assets 
in the parent’s name are only assessed at 5.65 percent, while 
assets saved in the student’s name will be assessed at a 20 
percent level. Another disadvantage in saving money in the 
student’s name is that, unlike the parents, the student won’t 
receive an asset protection allowance.
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Myth #3: The Myth of the Unclaimed Scholarship 
Funds

I get asked this question a lot by clients: Are there millions of 
scholarship dollars going unclaimed each year?

This myth has been circulating in our school systems for 
decades. There are even college planning books that come 
out every year touting this myth, the myth that there are 
millions of dollars of college scholarships going unclaimed 
each year … but this is totally false.

Nonprofit and for-profit organizations distribute millions of 
dollars in scholarship funds each year, based on certain cri-
teria. These funds are distributed to needy and/or talented 
students. 

However, the funds are only given out if the donor’s in-
vestment portfolio is adequate to allocate the funds. There 
are scholarships given out by Rotary Clubs, churches, and 
Men’s/Women’s Groups as well. Also, these funds are 
given out on a very competitive standpoint, and the av-
erage high school student who shows no need or talent 
(academically, athletically, etc.) will not qualify for most 
of these scholarships. Most of the unclaimed scholarships 
come from employee benefit programs under IRS regula-
tion Section 127 Educational Assistance programs, which 
is mostly available to employees of corporations or small 
business owners.
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So, if most of these nonprofit and for-profit organizations are 
giving out all the money they can, where are all the millions 
of dollars in college scholarship funds going unclaimed?

Nowhere, because they don’t exist.

Myth #4: Scholarships and Grants Will Reduce My 
Expected Family Contribution (EFC)

Let’s say you have just completed the Free Application for 
Federal Student Aid (FAFSA), and your expected family con-
tribution is $15,000. The college your son or daughter has 
elected to attend has an annual cost of $30,000 a year, there-
fore, their financial need is $15,000. Fortunately, your child 
is a great student, and they were also honored to receive a 
$1,000 scholarship from the local Rotary club. 

You assume, since the student will receive a $1,000 scholar-
ship from the Rotary club, your expected family contribu-
tion would be reduced to $14,000, not $15,000. However, it 
doesn’t work this way. Most colleges will count the scholar-
ship from the Rotary Club as an outside resource and will 
adjust the student’s financial aid offer accordingly.

For example, let’s assume the original financial aid offer was 
as follows:

 · $3,500 subsidized Federal loan
 · $2,000 in unsubsidized Federal loan
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 · $2,000 in need-based scholarship
 · $7,500 in Parents PLUS loan

Since the student received a $1,000 scholarship from the Rotary 
Club, the college reduced the $2,000 scholarship that the college 
first offered down to $1,000. Thus, leaving the parents (you) to 
pay for the full $15,000 Expected Family Contribution.

The reason this occurs is that most colleges count scholar-
ships not given directly by the college as part of a student’s 
financial assets and offer aid accordingly, rather than allo-
cating those funds from the Families Expected Contribution 
(EFC).

 

Myth #5: Scholarships and Grants Are Always Tax-Free

Colleges and universities define scholarships and grants as 
funds for the benefit of the student based on the need of the 
student, or on his or her merit. On the other hand, the IRS 
defines scholarships and grants as qualified, non-qualified, 
restrictive, and nonrestrictive.
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The IRS does not care whether the scholarship or grant was 
given to the student based on need or merit; however, the IRS 
is concerned as to how the scholarship or grant is to be used. 
If the scholarship or grant is used to pay for qualified edu-
cational expenses, the scholarship or grant is tax-free to the 
student. If the funds are being used to pay for non-qualified 
expenses, the scholarship or grant is taxable to the student.

Myth #6: Middle and High-Income Families Are out of 
Luck and Won’t Qualify for Free Financial Aid Dollars 
from the Federal Government

Many middle and high-income families are under the as-
sumption that they won’t qualify for free money from the 
Federal and State governments. However, this is not total-
ly true. The largest program that provides free money from 
the Federal government is the Pell grant program. In a few 
unique situations, high and middle-income earning families 
could qualify for a Pell grant. Most parents think the Pell 
grant is based on the financial need of the household. In re-
ality, the Pell grant has nothing to do with a family’s finan-
cial need. Pell grant money is given out based on the family’s 
expected contribution, better known as your EFC.

The most prominent driving factor in calculating your EFC 
is your adjusted gross income. If you make a substantial 
amount of money but have a significant amount of business 
or other losses, it could drop your adjusted gross income to 
a level that would cause your EFC to fall into the guidelines 
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of qualifying for the Pell grant. Over the course of my career, 
I have seen families that made six-figure salaries, but due to 
their business or other losses causing their adjusted gross in-
come to be small, still qualified them for the Pell grant.

Myth #7: If a Student Borrows from the Federal 
Student Loan Program, They Must Pay All of the 
Principle and Interest on the Loan until It Is Paid in 
full

According to the College Board, there is approximately $1.5 
trillion in student loan debt that has been amassed over the 
last several years. In the past, most families were able to pay 
for a college education with little or no debt at all. However, 
borrowing for college is now the norm.

In the past, all students had college debt repayment sched-
ules set at a ten-year payback. However, today, there are sev-
eral options in which the student can pay back their student 
loans. There are income-driven payback programs which are 
tied to the borrower’s discretionary income. Under one plan, 
if a student works for a public service entity, their remaining 
loan balance after ten years of payments could be forgiven 
even though they have a balance remaining. If the student 
works in the private sector, they can have their loan balance 
forgiven after twenty or twenty-five years.
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Myth #8: I Expect to Receive a Lot of Scholarships 
outside the College System, Therefore I Don’t Need to 
Complete the Financial Aid Applications

If you’re expected to receive a lot of scholarships from out-
side resources, you are normally classified as a high aca-
demic or highly recruitable student. Therefore, you could 
qualify for merit-based scholarships from the college that 
you will be attending. However, normally colleges will not 
distribute nor offer scholarships to the student, whether or 
not based off of need or merit, until the financial aid appli-
cations are completed. Therefore, if you do not complete 
the financial aid applications, you could be leaving a lot of 
free money on the table. 

Myth #9: My Parents Make Too Much Money to 
Qualify for Any Aid

It is true, wealthier families normally will not qualify for 
need-based scholarships or grants. However, there are 
several different types of financial strategies available. 
There are dozens of options available that will lower the 
cost of college. It is always wise to complete the FAFSA in 
order to see what you may qualify for based on the cost of 
the college you will be attending. Your family may have 
certain circumstances that could increase the chances of 
getting some aid. Certain circumstances could include 
the number of students in the household that will be at-
tending college at the same time, the household size, med-
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ical circumstances, and the age of the oldest parent, just 
to name a few.

Myth #10: We Don’t Have to Worry about Applying 
for Financial Aid... My Kid Isn’t Even a Senior in High 
School Yet

This is the biggest mistake of all! Postponing the inevitable is 
the biggest pitfall for parents. What if you were age sixty-five 
and you turned to your wife and said, “I guess it’s time for 
us to start saving for retirement!” This is the same type of 
mistake families make when it comes to planning for how to 
pay for college expenses. Trying to make financial decisions 
at the very last minute will cause many financial mistakes to 
be made. Learning about whether or not you will qualify for 
financial aid and how to pay for college expenses should start 
when your children are very young, or at least no later than 
the student’s Freshman year in high school.
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Now that we’ve addressed some of the most common myths 
about college planning—and hopefully dispelled them—it’s 
time for another “truth bomb.” In the next chapter, we’ll be 
exploring the truth about college planning and your retire-
ment. 



CHAPTER 4

The Truth About 
College and 

Retirement: What 
You Don’t Know 
Now Could Cost 

You Thousands of 
Dollars Later
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The other day some new clients came into my office for a 
college planning assessment. After shaking hands and 

introducing themselves, the married couple sat down across 
from my desk. They were well-dressed and composed, but 
I couldn’t help but notice the worried expressions on their 
faces.

I asked them a few basic questions at first, trying to assess 
where they were at in the planning process, like, “what col-
leges are you looking at?” and “how old are your kids?” After 
a few minutes of this, the husband interrupted me.

He said, “Honestly, I’ve been looking at the numbers ... and 
I don’t believe I can pay for college and still have a retire-
ment.”

They are a hard working middle class family with savings, 
and they are struggling just to put one of their kids through 
college without risking their retirement. They aren’t the only 
ones, either.

How do I pay for college and still retire? It’s a question that’s 
on many peoples’ minds in America. 
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The truth is, it’s a two-part problem. 

Paying for the cost of a college education and saving for your 
own financial future at the same time can be difficult and 
sometimes it may seem impossible to do both. With the nat-
ural uncertainty of the stock market and college costs con-
tinuing to outpace the national inflation rate, many families, 
such as this one, are being forced to choose between saving 
for their personal financial future or paying for their stu-
dent’s college education.

I saw a headline the other day in a recent financial industry 
publication declaring: “Market’s Woes Complicate Retire-
ment Planning.” In the article, the author made the statement 
that, “Some investors will take less from their nest eggs—or 
keep working.”
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As a college planner, I can say from firsthand experience, 
that this is true.

These headlines are not the exceptions to the rule but the 
norm in financial publications across the nation. If you’ve 
been paying attention at all to the media lately, the concepts 
of bear markets and taking less or working more during re-
tirement has been forecasted throughout our society over the 
last thirty or forty years.

Planning for future income needs and knowing how 
to pay for college expenses has forced many families to 
choose one or the other, and as a result, many financial 
professionals try to separate the two altogether. They feel 
each are separate problems and should be dealt with in-
dividually.

This is a fundamental mistake, in my opinion. I believe pay-
ing for college and saving for future income needs are two 
problems rolled into one. Both are complicated and interde-
pendent, and to think otherwise is being naive.

Let’s look at the statistics around retirement and college debt 
in the modern age.
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Billions in College Student Loan Debt Is Held by 
Adults Fifty-Plus

A recent survey by the Urban Institute found that 3.5 per-
cent of Americans over the age of fifty hold student loans 
that they took out for their own education and 8 percent 
hold loans for their children or grandchildren. We all know 
that student loan debt is one type of debt that can’t be 
dismissed in bankruptcy and according to the U.S. Gov-
ernment Accountability Office, the Federal government 
is withholding a portion of Social Security benefits from 
thousands of older Americans that are in default on their 
own college loans.
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That means more adults than ever are approaching retire-
ment saddled with student loan debt from children, or even 
grandchildren, they’ve put through college.

According to the Urban Institute survey, 55 percent of adults 
over the age of fifty are struggling with money issues as com-
pared to only 33 percent of younger borrowers. The survey 
also reported African American adults over the age of fifty 
are three times more likely to have money issues than their 
white counterparts, mainly due to their own student loan 
debts. 

This chart is from the Urban Institution, showing that Af-
rican Americans hold more personal student loans than 
their white or Hispanic peers. It also shows individuals 
making less than $20,000 a year hold more personal stu-
dent loan debt than individuals making $100,000 a year 
plus.

However, individuals making over $100,000 a year have ap-
proximately 13 percent of student loan debt taken out for 
their children or grandkids.
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In 2015, the United States Department of Education collect-
ed $171 million of the $4.5 billion of student loan debt that is 
in default from individuals that are receiving Social Security 
benefits.

Also, according to the Department of Education, 43 percent 
of adults over the age of fifty have held student loan debt for 
twenty years or more and three-quarters of older borrowers 
have taken loans only for their own education.

Some of the $247 billion in student loan debt held by individ-
uals over the age of fifty have borrowed to help pay for col-
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lege expenses by using credit cards to pay for their children 
or grandchildren’s college education.

Also, according to the Department of Education, many old-
er adults who have borrowed to help pay for their children 
or grandchildren are more than likely current on their debt 
payment.

However, 31 percent of older borrowers that borrowed for their 
own education are behind or in default on their student loans.

This chart shows the financial security among Americans 
age fifty and older with educational debt.
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Another report by the Consumer Financial Protection Bu-
reau found individuals “60 and older is the fastest growing 
age segment with student debt, and nearly 40 percent of bor-
rowers 65 and older are in default. Many individuals in this 
age group borrow the money in their own name, or they are 
cosigning for their children or grandchildren.”

No matter who finds themselves with student loan debt, 
somewhere down the road it will affect your future income 
needs as well as future borrowing needs, such as taking out 
or paying down a mortgage, car loans, medical bills, and 
other necessary debt obligations.

So you see, lack of proper college planning can greatly affect 
your ability to retire comfortably in today’s world. To com-
pound the problems retiring adults are facing is the fact that 
traditional pensions have almost entirely disappeared, 401Ks 
and IRAs are less than ideal vehicles for retirement savings (I 
will get into this more in depth later in the book), and Social 
Security is likely going to change (if not completely disap-
pear) in the next few decades.

If you’re in despair right now, don’t be. I’ve been able to help 
more than a thousand families through college and retire-
ment planning, and just like I told the couple whom I men-
tioned earlier who were at their wit’s end sitting in my office 
that day, “You can do both.”  

https://www.cato.org/publications/commentary/where-have-all-pensions-gone
https://www.cato.org/publications/commentary/where-have-all-pensions-gone
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Complex problems, like retirement and college, require so-
phisticated solutions. And there is always a solution. It just 
might not be the obvious one.

Savers Vs. Non-Savers

Most people assume the solution is to simply “save more 
money” for college—my answer is yes, and no.  

Some families are savers, and others aren’t. Savings isn’t a 
panacea, because those families that have saved up money, 
likely still need help. Or, as I like to ask my clients—why use 
your own money if you don’t have to?

To those families that don’t have money saved, I say—let’s 
find money!

In my experience, everyone can be helped. No matter how 
much savings they’re starting out with. For most families, 
it’s all about preemptive planning, having the right strategy, 
researching the best schools, and finding money—not saving 
money.

In fact, the biggest problem for most parents isn’t lack of re-
sources, it’s procrastination.

Most families put off planning for college until the student’s 
Senior year in high school and this is where the problem re-
ally begins. You can’t, or it is very difficult—if not impos-
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sible—to solve a $90,000 to a $250,000 problem in a few 
months, let alone a few years without professional help.

No one should ever say, “It’s too late, we can’t plan,” but if 
you’re just starting to prepare yourself financially for college 
and your child is already a Freshman in high school, you’re 
going to have a lot harder time than if you had started earlier.

Keep in mind, once you have a plan in place, you still have 
to plan—for unforeseen obstacles, for changes in your life 
or health, for sudden shifts in the economy, etc. In a way, 
the planning never ends—if you’re sixty-five years old, you’re 
still actively planning for retirement. So, I’d like you to get 
used to planning. Plan now, plan early, and plan for every 
possible scenario.

The second thing you need to do is arm yourself with as 
much knowledge as possible.

You Need to Become More Knowledgeable

Normally, most parents only hear one side of the story when 
it comes to paying for college expenses. They’re taking ad-
vice from well-meaning friends and family, or maybe dig-
ging around on the internet to find out more information. 
The sad part of this scenario is the story they are likely hear-
ing is causing them to pay more for a college education than 
they need to, and their retirement plans are suffering as a 
result.
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Parents of college-bound students need to become more 
knowledgeable about the various options available to them 
when it comes to their own future income needs and paying 
for college. And a large part of that is finding the right pro-
fessional to work with.

Today we have more students and parents borrowing for col-
lege than any time in our history. This borrowing has a dras-
tic impact on the future financial lifestyle of the student and 
has an even more devastating impact on the parents’ future 
retirement goals. In other words, the more the parents bor-
row, the less money they have available to save for their own 
future financial needs.

If you are working with a financial professional, they should 
be providing guidance to you for living off your present in-
come and giving you ideas on how to pay for college expens-
es without depending on financial aid, while saving for re-
tirement at the same time.

If they aren’t doing this, then you need to seek out a better 
source of guidance than you currently have. The mistakes 
you are making today could potentially cost you thousands 
in the long run.

This chapter is both a wakeup call and also a silver lining 
for parents who might be worried about how they’re going 
to afford it all. There’s no need to worry, with the right in-
formation and enough of a head start, you can both retire 
comfortably and afford to put your kids through college.
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Once again, I believe paying for college and saving for your 
future income needs are two problems rolled into one. Both 
are complicated and to think you can do it without a solid 
plan, or only hearing one side of the story, is naive. So, wrap 
your head around the idea of planning now, educate yourself 
on your options, and don’t delay.

As you’ll see in the next chapter, you’re going to need as much 
information as possible, because parents aren’t the only ones 
doing the scamming. 





CHAPTER 5

Don’t Fall for 
Student Loan and 

Scholarship Scams
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I t was the summer of 1984, and I was ten years old. We were 
on a family vacation in New York City, visiting my aunt 

and uncle on Long Island. We made a day trip to the city to 
walk around and check out the popular tourist destinations 
such as Columbus Circle and the Met. As we were walking 
past some large department stores uptown, I got distracted 
by something I saw in one of the windows, I looked away for 
just a moment—and suddenly I was alone, surrounded by a 
sea of complete strangers going about their business.

I’ve never felt so scared in my life. I ran around the block, 
dodging what seemed like thousands of people on the crowd-
ed sidewalk, crying out, “Mom! Dad!”

No answer.

I started begging people, going up to total strangers, pleading 
with them to please help me find my parents. Being alone, in 
this overwhelming, strange, and unfamiliar place was abso-
lutely terrifying. Finally, after what seemed like an eternity, a 
nicely dressed man and woman on their way to work noticed 
me standing there with tears in my eyes.
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They offered to call the police and get me reunited with my 
family. Then they stood there with me, waiting for the cops 
to arrive. Fifteen minutes later, I heard a familiar voice call-
ing my name. It was my dad, he had spotted me and was 
standing on the corner shouting my name. I ran over to him, 
and immediately felt this heavy weight lift off of me.

It turned out my family thought I was with them as they went 
into a bookstore, and that’s why it took them a few minutes 
to realize I was missing. How nice of that couple to stop and 
help a distressed young boy, when hundreds of others didn’t 
even give me the time of day.

Anything could have happened to me that day. I was very 
lucky and blessed to have help when I needed it the most. 
When I think back on this memory, all I can remember is 
that couple’s kindness, and the compassion of those good 
hearted people.

To me, there aren’t enough of these helpful good Samaritans 
in the world. It seems there’s a lot more of the other kind 
of people, who would just as likely leave you stranded and 
alone. Or worse.

We’re aware of parents trying to scam the system, but what 
about people who scam parents?

Unfortunately, it does exist.
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In recent years, the skyrocketing cost of college has forced 
many families to look for alternative ways of paying for the 
cost of a college education. Students, as well as their parents, 
are borrowing more money to help pay for college expenses 
than ever before. This leaves parents in a vulnerable position, 
which creates a tempting invitation for scammers.

A recent report from the Federal Department of Education 
said, “The proportion of students borrowing to pursue col-
lege degrees was up in 2015-16 compared to eight years prior, 
according to Federal data. The average amount borrowed in-
creased by nearly $6,000 over the same period. Of students 
who completed their degree in the 2007-08 academic year, 
65.6 percent took out student loans, borrowing $24,700 on 
average. Eight years later, 67.4 percent of students took out 
loans, borrowing an average of $30,500.”
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With borrowing at an all-time high, families are driven to 
search for scholarships to help pay for the cost of a college 
education and keep borrowing down to a minimum. Howev-
er, searching for scholarships could be a dangerous endeavor. 
There are many predatory companies that are offering schol-
arship funds that could be detrimental to the student as well 
as their parents.

Many of these scholarship search scams are promising schol-
arship funds to students once they have completed a lengthy 
and personal survey. Once registered, the student may re-
ceive spam emails that could contain misleading U.S. De-
partment of Education logos emblazoned across websites 
asking for an upfront fee to apply.

The latest data from the Federal Trade Commission’s report 
said, “It received 725 consumer reports of problems related 
to scholarships and educational grants in 2018. This data is 
based only on consumer reports of issues, and therefore, do 
not reflect the actual number of fraudulent incidents.”

Yikes.

The Better Business Bureau has also issued a warning that 
there could be an increase in scholarship and student loan 
scam programs for the year 2019 and beyond. Families that 
are looking for scholarship opportunities should be very 
cautious of suspicious websites and leery of official sounding 
emails notifying a student that they have won scholarship 
dollars.



The College Funding Dilemma

6 8

John Breyault, Vice President of Public Policy of the Federal 
Trade Commission, said, “The FTC has identified hundreds 
of complaints every year about these scholarship or educa-
tional grant scams. But what’s just as interesting is how many 
students are complaining to them about fraud related to the 
student loan industry. So, it’s unclear whether those student 
loan complaints are encompassing offerings that are scam 
scholarships as well, and those numbers are in the thousands.”

Let’s look at the different types of fraud and schemes you 
should watch out for.

Debt Relief

Everyone wants to pay down debt as quickly as possible. 
Scammers know this and can use it to lure parents and stu-
dents into debt consolidation and debt relief scams.

There are more than 42 million Americans that owe a total 
of $1.5 trillion in college loan debt. According to the Fed-
eral Trade Commission, “Scammers are targeting borrow-
ers with student loan debt relief schemes that can actually 
make things worse.”

In a new case announced on July 11th, 2019, by the Federal 
Trade Commission publicized that, “Today, the FTC alleges 
the operators of Mission Hills Federal and Federal Direct 
Group bilked borrowers out of more than $23 million. These 
companies lured people with false promises to pay down stu-
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dent loans and lower monthly payments. The companies also 
lied about taking over the servicing of the loans, which tricked 
people into submitting loan payments directly to them. In fact, 
the defendants diverted borrower payments to themselves.”

Identity Theft

Katherine Hutt, the spokeswoman for the Council of Bet-
ter Business Bureaus, Inc, said, “Students are prime targets 
for scholarship and student loan scams. A combination of 
inexperience, vulnerability, and desperation as college costs 
increase and states cut funding for public institutions create 
a perfect storm.

Students represented 9.4 percent of fraud reports submitted 
to the BBB Scam Tracker in 2018, and about 24 percent of 
students reported a loss when exposed to a scam, compared 
with only about 28 percent of non-students.”

The two biggest red flags of a scholarship scam are when stu-
dents are notified they have won scholarship funds that they 
have never applied for and they want the student to pay a fee 
to be eligible to receive the funds.
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How to Avoid a Scholarship or Student Loan Scam:

Here are a few things that students, as well as parents, should 
know to avoid falling for a scholarship and loan scam.

 · Never provide your Social Security number or 
bank account information to a scholarship or loan 
program before making sure it’s a viable and repu-
table program

 · Never pay an upfront application fee and never 
provide credit card information

 · Ask for a list of past award winners, and if possible, 
contacts previous winners

 · Ask the scholarship and loan program to commu-
nicate with you in writing. If the program will not 
communicate with you by written communication, 
it normally could be a red flag and the resource 
could be dealing in fraudulent activities

Reputable Scholarship Search Websites and 
Resources:

The best resource for finding and applying for scholarships is 
in your local community. The best source to check on these 
resources is from your high school guidance counselor.

Here are a few reputable and free scholarship websites and 
resources.
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 · Scholarships.com: tracks $19 billion in scholar-
ships.

 · Fastweb.com: has 1.5 million scholarships in its 
database.

 · Chegg.com: has 25,000 scholarships resources.
 · Cappex.com: has $11 billion in scholarships.
 · JLV College Counseling: offers information on 

various scholarships every Saturday.
 · The College Board: has information on colleges 

and more than $6 billion in scholarships.
 · Niche.com: this site pairs students with the schol-

arships that match their qualifications.
 · Community foundation website: should list local 

scholarship availabilities.
 · College websites that you are interested in at-

tending: scholarships and amounts will vary from 
college to college.

Now that you know what to look for when it comes to schol-
arship and loan scams, let’s look at a few ideas that families 
can use to increase the potential of the student to receive 
scholarship funds.

 · GPA - Keep the student’s GPA above 3.0 (taking ad-
vanced courses when available) all the way through 
high school.

 · Get Involved - Student should get involved in ex-
tracurricular activities in and out of the high school 
environment.
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 · Get Organized - Learning organizational skills 
will make studying and learning much easier.

 · Start Looking Early - Students should start look-
ing at potential colleges as early as the Sophomore 
year in high school. Things to consider are aca-
demic programs, social, atmosphere, location, stu-
dent body, etc. In other words, select colleges that 
are a right fit for the student.

 · ACT/SAT - Scoring high on either of these two tests 
are essential when it comes to getting admitted to 
the student’s selected college, as well as positioning 
the student for scholarships.

One last word of advice, never apply for scholarships or stu-
dent loans with the following promise in it:

“The scholarship or loan is guaranteed—or your money 
back.”

And finally, if it just seems too good to be true, it probably is. 
Always use your gut instinct, as well as your common sense 
when evaluating what looks like an easy opportunity. 

As you can see, this book has a theme to it: shortcuts and 
scams never pay in the end. That being said, there are still 
some very clever ways to make the system work better for 
you, without having to resort to dangerous tactics. One of 
them, as you’ll see in the next chapter, is having the IRS help 
pay for college. 



CHAPTER 6

How the IRS 
Can Help Pay 
for College
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S everal years ago, I was introduced to a woman named 
Jennifer who later became a college planning client of 

mine. During our first meeting, we discovered we were 
neighbors, actually; she was living in the same neighborhood 
as me. Jennifer had two kids entering college soon, they were 
a middle income family, making over six figures a year.

Like many other parents, Jennifer knew she would have to 
rely mostly on financial aid to help pay for most of her son 
and daughter’s college tuition. But the rest of the college day-
to-day expenses would be on her. Jennifer really wanted her 
kids to focus 100 percent on their studies, she didn’t want 
them trying to juggle a full- or part-time job while they were 
enrolled.

As we reviewed some of the expected non-tuition costs, such 
as expensive textbooks, supplies, transportation, on-cam-
pus meals, and lab fees, Jennifer’s demeanor changed. She 
confessed she wasn’t sure how she would be able to afford it 
all—without dipping into her retirement savings, or severely 
limiting her lifestyle.

“I wish there was some way to offset some of the other col-
lege costs,” she said.
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“There is,” I told her.

“What if we used the IRS to help pay for your kids’ college?”

Her eyebrows lifted in surprise. “The IRS?”

Through talking with her, Jennifer revealed to me that she 
had a small homebased business. Every year during the holi-
days, she crafted and sold handmade gift baskets with jellies, 
chocolates, and cookies online. It was “more of a hobby” as 
she described it, but I knew there was potential here for extra 
cash, and tax savings.

Fortunately, Jennifer was open to the idea.

I explained to her that in reality, the Federal Financial Aid 
system is directly affiliated with the Internal Revenue Ser-
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vice. And her home-based business was the key to recovering 
some of those non-tuition college costs.

We laid out a strategy for Jennifer to scale her home-based 
business, so she was able to write off her expenses, and off-
set some of the taxes she’d be paying while she was putting 
her daughter and son through college. This way her own 
retirement savings and the comfort of her current lifestyle 
wouldn’t be impacted.

Meanwhile, I researched schools and found programs that 
worked well for her son and daughter and helped secure 
those for them. Fortunately, both students met the criteria 
for significant scholarship awards, and I guided them toward 
those schools.

Jennifer’s daughter got accepted to the University of Dayton, 
a private school in Ohio. Her son went to Western Michi-
gan, a state funded school. As expected, both received some 
financial aid, especially from the University of Dayton, her 
daughter got $68,000 in grants, and her son received $12,000 
over four years. These were scholarship grants, so it was ba-
sically free money from the schools.

In addition to the tax savings we were able to get, Jennifer 
comfortably helped her children get through all four years of 
college without worrying about her own financial security.

If you’re anything like Jennifer, you probably didn’t realize 
that your home-based business could be a huge asset when 



7 7

How the IRS C an Help Pay for College

planning for college. Most college-bound parents don’t think 
of the IRS as a benevolent ally in this process. In reality, if 
you are strategic about your tax planning, and how you com-
plete your income tax returns, you could create what we call 
a Tax Scholarship, which could be more valuable than finan-
cial aid or scholarships.

In this chapter, we’ll be exploring strategies for creating your 
own Tax Scholarship, no matter what tax bracket your fam-
ily is in. 

A Brief History of Two Types of Taxpayers

The financial aid formula runs off of parents’ and students’ 
income tax returns, and contrary to popular belief, income 
is the largest factor when it comes to qualifying for financial 
aid, not assets. As a result, many middle- and high-income 
taxpayers will not qualify for as much need-based financial 
aid at state-supported colleges and universities, as parents 
with less income. This is where a strategic tax plan and a 
home-based business can make a huge difference in your 
ability to pay for college.

The first thing you need to understand is there are two types 
of taxpayers:

 · W-2 wage earners and;
 · Self-employed or business owner
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No one likes paying taxes. However, taxes must be paid in or-
der to provide necessary services to the general society, such 
as defense, roads, and other items that benefit the majority 
of the nation’s citizenry. Our tax system was not established 
to be used as a social welfare system. However, according to 
the Tax Foundation and other tax think tanks, most of our 
tax dollars are used to provide social benefits (Social Securi-
ty, Medicare, Medicaid, Welfare, college financial aid, etc.). 
Many individuals feel that these social benefits are necessary 
for our society today. Regardless of your position, it is my 
belief that individuals should only pay their fair share and 
no more. 

Today it is almost impossible to raise a family and provide a 
college education to children without both parents working. 
Of course, the more you make, the more taxes you will pay 
to the Federal and State Taxing Authorities.

According to the Tax Foundation, “Individuals that have 
earned income and paid taxes, will pay more in taxes than 
they pay for food, clothing, and shelter combined.”    

There are very few things a W-2 wage earner can do to reduce 
their taxes (other than adjustments to income and itemized 
deductions)—or control the amount of taxes they will pay. 
However, if you have a home-based business or are a self-em-
ployed businessperson, there are thousands of ideas that can 
help reduce your taxes that can be used to help you pay for 
college, retirement, or simply reduce debt.
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A home-based business allows you to not only control how 
you pay taxes, but also gives you the ability to reduce the tax-
ation on the income you earn working your small business, 
and depending on how you structure your business, you can 
also potentially reduce the tax on your W-2 wages as well.

Before I get into telling you how to start a home-based busi-
ness, I want to emphasize: Do not start a business just to get 
the tax write-offs. Remember, this is not a book on how to 
illegally scam the college system; we want completely ethical 
solutions here. The intent of starting a business should only 
be to earn additional income to help pay for college, invest in 
your retirement, and to reduce debt. 

Always remember, the IRS does not tolerate scams and will 
shut you down if they think your business is a fake.

Real Home-Based Business vs. Fake Home-Based 
Business

According to Diane Kennedy (strategic tax planner and CPA: 
www.taxloopholes.com), a real home-based business will be 
one that acts like a business. It often operates through a busi-
ness structure, keeps separate books and records, has sep-
arate bank accounts, prepares financial statements at least 
once a year and above all, operates with the expectation of 
making a profit.
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However, this does not mean your business absolutely must 
make a profit. In fact, your business could lose money for 
years. Many legitimate businesses do.

A real business is usually semi-formal. It may be incorporat-
ed or otherwise formally organized, (DBA “doing business 
as”) and have established systems in place to manage how 
services are provided, and how you get paid (i.e., work orders 
and invoices). There will be administrative aspects of a real 
business, such as recordkeeping and bookkeeping, and there 
are strict financial controls on where the money is deposited 
and how it is withdrawn.  Real businesses also prepare prop-
er financial statements.

A fake home based business, on the other hand, is a business 
that only exists for one reason: to make a loss!

It does not sell or do anything, it exists solely as a method to 
move regular living expenses into the pre-tax dollar column. 
Diane Kennedy used this example, “Putting a filing cabinet 
into a room and claiming the home office deduction for that 
entire room.”

A fake business may be something you do to make a little ex-
tra money, but it does not necessarily exist to make a profit. 
Sewing baby clothes for your friends or acting as a dog train-
er could easily be a business without a profit motive. In both 
cases, you are doing something that you enjoy and would be 
doing it anyway.



8 1

How the IRS C an Help Pay for College

Also, a fake home-based business does not keep any special 
records, and probably doesn’t have any special bookkeeping 
procedures in place. The money you make gets deposited into 
your personal account, and you spend your own money on 
supplies and things you need to carry out your fake business. 
You do not prepare financial statements, and simply declare 
the extra income on your tax return (at least I hope you do).

If you are thinking about starting a home-based business just 
for the tax benefits, expect audits, fines, penalties, and more.

It’s okay to make a loss if you can show that you are trying to 
earn additional income or trying to establish a business that 
can turn into a full-time occupation. 

What are the IRS Guidelines? 

The IRS has outlined nine requirements that everyone must 
follow in order to have a legitimate business. Keep in mind, 
this does not mean you have to meet all nine at the same 
time. The most essential requirements are only the first two. 
As long as you follow these steps, you have a legitimate busi-
ness and are entitled to all of the tax savings and deductions 
that are available for all businesses.
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The most critical requirement of the nine steps is:

1. Your business must be organized and operated with the 
intention of making a profit.

The key word in this statement is intention. Making a profit 
is not an IRS requirement. The IRS knows many new busi-
nesses lose money for the first three to five years, and some-
times for much longer periods of time.

The next most important factor in proving you have a valid 
business is:

2. You carry on your activities in a businesslike manner.

This means keeping records that are in line with what is 
called generally accepted accounting principles, or GAAP. 
Also, you need to keep the business finances (income, ex-
penses, etc.) separate from your personal finances.

Important Note: Do not operate your business through your 
personal checking account and make sure you keep all busi-
ness-related receipts separate from your personal receipts. 
Your business records should have things like copies of all 
invoices, records of your sales, receipts for all of the mer-
chandise and inventory purchases you have made over the 
year, as well as receipts for other things, like shipping sup-
plies, postage, and so on.
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This is not as complicated as it sounds and only takes a few 
minutes a day to get organized. Just make sure you docu-
ment your business expenses fully. 

The other seven steps are:

3. You depend on income from the activity for your liveli-
hood.

For example, your primary objective is to earn as much in-
come as possible, and the money that you earn is used to 
meet your living expenses. Alternatively, you may have cut 
back your regular employment hours to part-time, or even 
leave your job altogether and rely solely on your business in-
come. The income from your business does not have to be 
your primary source of earnings, though.

4. Your losses are due to circumstances beyond your con-
trol (or are normal in the startup phase of your type of 
business).

It is okay for you to make a loss, as long as you document 
why, i.e., non-paying customers or fraud, cost of materials or 
overhead increased unexpectedly, etc. and you can show that 
those types of losses are typical for your type of business, 
especially in the beginning.

It is also helpful to learn what others in your business or sim-
ilar business have experienced in terms of losses of profits.
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5. You change your methods of operation in an attempt to 
improve profitability.

For example, if you provide a service and are paid after the 
service is provided and a few of your customers do not pay 
you, you need to change the way you are getting paid. If you 
are consistently losing money and not making a profit, do 
something to change the non-profitability like purchasing 
business books, attending seminars or marketing courses, 
and so on. You can also talk to business consultants, your 
CPA, or other experts about ways to make your business 
more profitable.

6. You or your advisors have the knowledge needed to carry 
on the activity as a successful business.

If you are brand new in your business, it does not make any 
sense to take advice from someone who has never operated 
your kind of business (or any other type of business) before. 
Someone needs to demonstrate some knowledge of your 
business!

7. You were successful in making a profit in similar activi-
ties in the past.

This does not necessarily mean you have run a business be-
fore, but if you have tried other business opportunities, it is 
helpful to be able to show that you have made a profit in the 
past.
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8. The activity makes a profit in some years (how much 
profit it makes is also considered).

Your business has made a profit in at least some of the years it 
has been operating, and those profits have been large enough 
to make it economical to continue the business. This is often 
a tough step to fill in the early years, but this step is not as 
crucial in the early years as it becomes later on.

9. You can expect to make a future profit from the business 
and from appreciation of any assets used in the activity.

This is where putting your business profits to work for you 
comes in handy, especially if you can show that you are us-
ing your profits to invest in real estate, hire more employ-
ees, purchase more equipment, provide employee benefits 
and so on.

Now, you are not always going to meet all nine of these 
steps, and that is okay. Again, it is the first two steps that 
are critical.

Four Steps to Starting Your Home-Based Business 

Now that you have a good general understanding of what 
is required to start a home-based business, let’s discuss the 
actual steps:
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STEP ONE - What Kind of Business Do You Want to 
Start?

The first thing you need to do is decide what type of business 
you want to start. If you haven’t already decided, it may seem 
overwhelming at this stage, as there are a variety of business-
es that you can establish—everything from babysitting, to 
accounting, to website building. However, to get you started, 
here are a list of some ideas:  

 · Consulting (what do you do for a living, turn it into a 
small business);

 · Teaching classes on how to do things;
 · Getting into a multi-level marketing program;
 · Writing a book on what you know well and sell it on 

eBay;
 · Tutoring students that are having trouble with a sub-

ject matter;
 · Starting a lawn care, gutter cleaning, snow removal 

service;
 · Becoming a proofreader;
 · Becoming a seminar coordinator;
 · Developing websites for churches or other business;
 · And the list can go on and on.

The key is to do something that you know and can do well. 
Once you know what you want to do as a business, the next 
thing is to set up the business structure.
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STEP TWO - Decide What Type of Business Structure 
to Use

There are several business structures you can establish. You 
can operate your business as a sole-proprietor, partnership, 
or you can incorporate your business as an LLC, S, or C 
corporation. Each of these structures has their advantages 
and disadvantages. Most of you will start your business as 
a sole-proprietor. This is the least costly and easy to set up. 
Typically, all you have to do is set up a business checking 
account and have the account listed as DBA - example: John 
Doe DBA (doing business as) Consulting Services of Greater 
Louisville.

If you are confused about which structure to use, I would 
recommend checking out a book from the library on busi-
ness structures called, Lower Your Taxes Big Time, by Sandy 
Botkin, CPA, Esq., a former IRS Attorney and Senior Tax 
Law Specialist. Also, another great resource may be your 
CPA or tax specialist.

Note: Check with your local Taxing Authority to make sure 
you do not have to have a license to operate your business.

STEP THREE - Develop a Business Plan

It is always a good idea to develop a business plan to help you 
stay focused and keep your business on track. The plan does 
not have to be complex or filled with difficult legal terms and 
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verbiage that is hard to understand. Below is a list of the bare 
minimums that should be in your business plan:

 · Name and location of your business;
 · Contact Information;
 · How the business is structured (sole-proprietor, part-

nerships, LLC, S, or C Corporation, etc.);
 · Brief overview of what the business does;
 · Overview of your target market;
 · Projected revenue for the first, second, and third years;
 · Do you plan on hiring employees? (family members, 

children, outside contractors, etc.);
 · Projected cost of running your business for the first, 

second, and third years;
 · List of professionals that you can contact to help grow 

your business;
 · And any other items that you feel are important to you 

and your business.

Keep in mind, your business plan does not have to be a novel, 
the length of the plan could be no more than a few pages. 
Once your business plan is written, make sure to file the plan 
in your business filing system.

STEP FOUR - Run Your Business Like a Business

Once the first four steps have been completed, you can start 
operating your business like a business.
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Here are a few suggestions:

 · Design a logo;
 · Build a website;
 · Have business cards printed;
 · Print flyers notifying locals of your business opening;
 · Run ads (Facebook, local papers, bulletin boards, etc.).

These four steps are essential when operating your new busi-
ness. If you will notice, all of the steps we just went over cov-
ers the first two requirements of proving to the IRS that you 
have a real legitimate business and you are doing the right 
things in order to make a profit. As I said before, this is a real 
business’s primary intent.

Now that you know how to set up your business, let’s look 
at some of the business deductions you can legally deduct 
against your business income and, depending on how you 
structure your business, against your W-2 wages:

 · Entertainment Costs
 · Business Travel Expenses
 · Home Office (portion of rent or mortgage)
 · Transportation
 · Catering
 · Bank Fees
 · Commissions
 · Uniforms  
 · Business Phone, Internet, etc.
 · Legal Fees
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 · Research Materials
 · Supplies
 · Equipment
 · Business Vehicle

Note: Keep in mind, this deduction list is approved by the IRS 
and is general in nature. The intent of listing these deductions 
is not intended to give legal, accounting, or investment advice 
and before implementing any of the items covered you should 
talk to your tax specialist or CPA to make sure the deduction 
can be taken.

Establishing an Office in Your Home

You can deduct business usage expenses of certain costs 
dealing with your home as long as the area is exclusively 
used for business purposes. Below are the tax laws that must 
be followed:

 · The home office is the principal place of business;
 · The home office is used to meet clients or customers in 

the normal course of doing Business; or
 · The home office is used as a day-care business.

What Deductions Are Available for a Home Office?

There are three categories that you need to know when it 
comes to home office deductions:
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1. Expenses that are directly related to the home office 
portion.

Example: Painting your office, repairs, or other maintenance 
functions performed that are directly related to the space are 
100 percent tax deductible.

2. Expenses that don’t benefit the home office directly or 
indirectly.

Example: Painting another room, plumbing repairs of a 
bathroom or lawn care if you do not meet customers or cli-
ents at your home office are not tax deductible.

3. Indirect expenses related to the home in general. 

This relates to depreciation, home security systems, utilities, 
repairs, painting of the outside of the home, etc. These de-
ductions can be taken based on the percentage of the home 
office in relation to the total square footage of the home. 

Example: If the square footage of your home office is 5 per-
cent of the total square footage of the home, you can deduct 
5 percent of these costs as business deductions.

It is essential to make sure that the home office expenses will 
stand up to an IRS audit. Below are a few suggestions that 
will help audit-proof your deductions. All these items should 
be filed in your business filing system:
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 · Take a picture of your home office;
 · Figure out the square footage of your office space;
 · Display your address and phone number on your busi-

ness cards and flyers;
 · If you have customers come to your office, have them 

sign a logbook;
 · Keep records of the time you spend in your home of-

fice.

United State Treasury Secretary, Paul O’Neill once said, “A 
fine is a tax for doing something wrong. A tax is a fine for 
doing something right.”

You will never pay less income tax as long as you are a W-2 
wage earner. You must change the way you think about taxes 
and get out of the W-2 wage earner’s trap. As long as it is set 
up legally, morally, and ethically, a home-based business can 
create additional income and reduce your taxes and allow 
you to use the extra money to help pay for your children’s 
college education.

I hope this chapter has broadened your horizons a little bit, 
introduced some new strategies, and given you some ideas 
for your own family’s college planning. 



CHAPTER 7 

How to Get the 
First Two Years of 
College for Free
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Free college! Doesn’t that sound great? 

But should college be free? 

Think about it. Would you have appreciated a college educa-
tion if it were free? Or would you have taken it for granted? 
To be honest, I know I would have.

My first few years of college at Michigan State, I used my 
own money. I had “skin in the game,” so to speak and it only 
made me apply myself harder and appreciate my education 
even more. I didn’t mind the late nights studying, getting up 
at the crack of dawn to mow lawns, or working extra hard, 
because I knew at the end of the day it was coming from my 
paycheck. There was no way I was letting all those summers 
I spent working through high school go to waste. 

If I had been given “free college,” I might not have studied as 
hard, I might have done a lot more partying, and I certain-
ly wouldn’t have been as proud when I graduated, because I 
hadn’t earned my way through college myself.

No matter what the media says about free education in 
America, it’s unrealistic to expect free education anytime 
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soon, and even if we did, it wouldn’t completely devalue 
what having a diploma means in our society today. At the 
end of the day, most Americans want to work hard and pay 
for things themselves, and unless it’s seeing their tax dollars 
at work, they don’t want freebies or handouts. 

If you haven’t guessed, I’m not an advocate of free college. I 
believe students should have a vested interest in their college 
education, and some “skin in the game.” It makes them work 
harder. If Mom, Dad, and the government are paying for ev-
erything, and they’re getting an education for “free,” it’s just 
too easy to blow it off.

That being said, college should be financially accessible to 
everyone. And a big part of that is getting a great school that 
will step up to the plate with a grant or scholarship money. 

There are three aspects of financial aid: free money (grants 
and scholarships), work study programs, and interest free 
student loans. Of course, everyone wants as much free mon-
ey as they can get. At the end of the day, how much free mon-
ey you receive is all dependent upon your financial situation, 
and the colleges you choose. Every school is different, and 
some schools are more generous than others, based on their 
endowments. 

The key to college planning is not just randomly picking 
schools but choosing them based on actual financial data. 
The ultimate goal is to create a list of the top five or six 
schools you’d like your child to attend and get award letters 
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from each of them. Then, you compare the awards and fig-
ure out, not just which school is best, but also which school 
is going to give you the most financial aid. 

Don’t be fooled by “name brand” schools, just because they’re 
a large state funded institution, or a prestigious Ivy League 
University, that doesn’t necessarily mean they hand out a lot 
of grants and scholarships. Michigan State, for instance, has 
a very large endowment, but they are not very generous in 
offering grants and scholarships. In many cases, smaller pri-
vate universities give out more percentage wise than public 
universities. 

What I’m trying to say is that it isn’t scientific, and every 
school is different. As you can see by the chart below. 
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When I get a call from my clients letting me know they’ve 
just gotten an award letter and there’s a big grant in there, 
I know we picked the right school. Getting an award of 
$30,000 or $40,000 for my clients is amazing and it totally 
makes my day. With the information in this chapter, I hope 
you will also have that same experience. So, let’s delve into 
this topic a bit more, so you can fully understand scholar-
ships and grants, and how to position your student to get the 
most financial aid, so you can get a significant portion of 
your student’s college tuition for free. 

What are Scholarships and Grants?

According to IRS Publication 970:

“A scholarship or grant is generally an amount of money 
paid to a college or given to the student to pay for the pursuit 
of an education. The student may be either an undergraduate 
or a graduate.” 

The first resources that families tend to pursue is scholar-
ships and grants. However, very few parents understand not 
only how to qualify for scholarships and grants, they also 
have limited knowledge on how scholarships and grants ac-
tually work.

Millions of families want, and many depend on, scholarships 
and grants to help fund their children’s college education. 
As a result, most parents are told to complete the FAFSA to 
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potentially qualify for Need-Based Aid which includes schol-
arships and grants from the Federal and State governments, 
as well as from colleges and universities. 

Scholarships are generally paid to the college and used for 
educational expenses incurred by the student when attend-
ing school; however, some scholarships can be used to pay for 
the students’ personal expenses during his or her undergrad-
uate or graduate studies.

Many taxpayers assume that all scholarships and grants are 
always tax-free. Another assumption is that these funds are 
defined in the same way by the college and the IRS. This is 
not true.

Colleges and universities define scholarships and grants as 
funds that are used for the benefit of the student based on 
the need of the student or on his or her merit. The IRS, on 
the other hand, defines scholarships and grants as qualified, 
non-qualified, restrictive, or nonrestrictive. The IRS does 
not care whether the scholarship or grant was given to the 
student based on need or merit; however, all the IRS is con-
cerned about is how the scholarship or grant is to be used. 
If the scholarship or grant is used to pay for qualified edu-
cational expenses, the scholarship or grant is tax-free to the 
student. If the funds are used to pay for non-qualified ex-
penses, the scholarship or grant is taxable to the student.

Scholarships can be given out to students based on several 
financial and non-financial reasons. Most scholarships that 
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are received by students have no repayment requirement to 
the donor, regardless if the student graduates or drops out 
before graduating.

The only exception to this rule is, if the scholarship is tied to 
future or present work obligation to the donor, the student 
must then claim the scholarship as taxable income in the 
year it is received. If the student does not work for the donor 
after graduation, then the scholarship must be repaid with or 
without interest. In other words, the IRS looks at these types 
of scholarships as present or future compensation due to the 
required work or repayment obligations.

A good example of this type of scholarship is when a hospital 
gives money to the college or university for a particular stu-
dent that is pursuing a nursing associate or graduate degree. 
The hospital may require the student to sign an employment 
agreement to work at the hospital once the student receives 
their diploma.

Another example is when a student attends a military acade-
my. Since graduates from our military academies must serve 
in the military forces, the IRS deems the payments for the 
student’s education to be looked upon as future employment 
compensation.

Academic scholarships are given out mainly based on the 
high academic achievement of the student. Merit scholar-
ships are normally given to the student based on athletic, 
artistic, extracurricular activity, or academic achievement 
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of the student. However, many merit scholarships do not re-
quire high academic achievements.

In order to receive merit based scholarships from many col-
leges and universities, the student may need to show more 
than just high academic achievement. Many colleges may re-
quire the student to receive an honorary title or be a scholar-
ship awardee from highly recognized organizations and so-
cieties, such as National Merit Scholarships or the National 
Council of Teachers of English awards.

However, there are also many colleges that will simply re-
quire the student to get a certain score on the ACT or SAT 
and to graduate in the top percentile of their high school 
class.

Keep in mind most state-supported colleges and universities 
have limited funds to give to students. Therefore, don’t ex-
pect large academic scholarships for high academic students. 
However, since most private colleges and universities charge 
more than state-supported institutions, they have the ability 
to give out more merit-based scholarships to their attending 
students.

Most of the merit scholarships given out by private colleges 
and universities are actually classified as a discount toward 
the total cost of attending, even though the college may place 
a name on the scholarship funds, i.e., XYZ Academic Schol-
arship.
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Now let’s look at some of the resources that are available that 
give college scholarships and grants:

Sources of Scholarships and Grants

Most scholarships are given out from the following resources:

 · Federal and State governments
 · Colleges and Universities
 · Nonprofit and for-profit organizations (which are 

called outside resources)

Federal and State governments. These entities will general-
ly distribute college funds based solely on the financial need 
of the student. To qualify for this money, the student must 
complete the Free Application For Federal Student Aid, bet-
ter known as the FAFSA.

Colleges, universities, nonprofits, and for-profit organiza-
tions give out scholarships based on the need and/or unique 
talents of the student. That means, the student may have to 
complete another application other than the FAFSA to re-
ceive these dollars.

Always keep in mind, to qualify for Federal and State grants, 
the student must show financial need for the funds. In other 
words, most of the Federal and State grants are given out to 
the neediest students or families. Most of these grants are 
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not given out based on the academic success of the student or 
the unique talent that the student may have achieved.

How to Position Your Student to Receive 
Scholarships Not Based On Need

As I said earlier, smart college planning requires both choos-
ing the right schools, and qualifying the student for aid. Let’s 
look at a few ideas that college-bound families can use to in-
crease the potential of their students receiving these funds. 

Here are a few that all parents should consider:

 · GPA - Keep the student’s GPA above 3.0 (taking ad-
vanced courses when available) all the way through 
high school.
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 · Get Involved - Students should get involved in extra-
curricular activities in and out of the high school en-
vironment.

 · Get Organized - Learning organizational skills will 
make studying and learning much easier.

 · Start Looking Early - Students should start looking 
at potential colleges as early as the Sophomore year 
in high school. Things to consider are academic pro-
grams, social, atmosphere, location, student body, etc. 
In other words, select colleges that are the right fit for 
the student.

 · ACT/SAT - Scoring high on either of these two tests 
are essential when it comes to getting admitted to the 
student’s selected college, as well as positioning the stu-
dent for scholarships.

 · Search For College Scholarships and Apply - the 
best resource for obtaining a list of organizations that 
give out scholarships is from the high school guid-
ance counselor. Scholarship search should begin in 
the Sophomore year of high school or no later than the 
Junior year.

Now that you understand the general make-up of what tra-
ditional scholarships and grants are, let’s take a twist in a 
different direction.
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What is a Moral Obligation Scholarship?

There is a hybrid-type scholarship that is being used by sev-
eral colleges across the country called a Moral Obligation 
Scholarship. 

So how does this hybrid scholarship work?

Any donor (a non-profit organization), college, or university 
can give out a Moral Obligation Scholarship. The scholarship 
can impose on the student special restrictions and require-
ments to receive the funds. The scholarship could require a 
certain GPA or ACT/SAT test scores, require a financial need 
or no need, and any other restrictions that the donor or col-
lege may feel is important.

When the scholarship is issued, the student will be notified 
that the scholarship is a Moral Obligation Scholarship. In 
the notification, it will inform the student that the scholar-
ship has a moral obligation to be repaid back to the donor 
or college once the student has gained employment after 
graduation.

Generally, the student (upon graduating) will receive a letter 
from the donor or university informing the student of the 
amount of funds that was given to them during their stay in 
college and will request the scholarship to be repaid.

The letter could request the scholarship to be paid in full, 
or the donor or college could agree on monthly, quarterly, 
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semi-annual, or annual payments over a determined time 
period.

Now, here is where it gets really interesting.

A Moral Obligation Scholarship is NOT an actual scholar-
ship NOR is it a legal binding debt obligation. It could be 
looked upon as a gift of funds with a moral obligation to be 
repaid. Since the scholarship carries a moral obligation of 
repayment, the student can elect to repay the scholarship, or 
they can choose to ignore the donor and college’s request and 
pay nothing.

If the student chooses not to repay the scholarship, the do-
nor or college does not have a legal claim for the repayment, 
because the scholarship has a moral obligation clause within 
the scholarship agreement.

If the student elects to repay the scholarship, any payment 
or payments made to the donor (a non-profit organization) 
or college could be looked upon as a charitable contribution 
and 100 percent tax deductible as long as the student can 
complete an IRS Schedule A (itemized deductions).

Now, let’s look at some of the moral obligation scholarships 
that are being given out by colleges and donors that are con-
nected to a college.
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Darrell S. Larson Education Scholarship

The purpose of the Darrell S. Larson Education Scholarship 
will be to assist a student financially in his/her Junior and/
or Senior year. The student must be majoring in Elementary 
Education or Early Childhood Education (Grades 2-8). The 
student must be in good academic standing and demonstrate 
financial need. Preferably, the student should be an under-
graduate, but the Selection Committee may award the schol-
arship to a graduate student in Education.

It is the desire of the benefactor that the recipients intend to 
teach in an elementary or middle school for at least two years 
after graduation. The recipient should consider this a mor-
al obligation scholarship and should be repaid if the student 
does not teach for at least two years after graduation.

University of Michigan Scholarships

In keeping with the University’s practice and policy, finan-
cial assistance is available to qualified students irrespective 
of sex, race, color, or creed. Scholarships are established by 
gifts to the College and by allocations from the University’s 
general fund. The loyal alumni and many friends of the Uni-
versity and the College of Engineering—along with other in-
terested individuals, industry, and many public and private 
organizations—contribute support through annual gifts and 
endowment funds that earn income to be used for scholar-
ships. There is no direct obligation to repay a scholarship, but 
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recipients recognize their moral obligation to return gifts to 
the College scholarship fund, according to their abilities, so 
that other worthy students will benefit.

Dyson Moral Obligation Scholarships, Pace 
University

These undergraduate and graduate scholarships were estab-
lished by the late Dr. Charles H. Dyson, ’30, former chairman 
of the Pace University Board of Trustees. The Moral Obliga-
tion Scholarship program is based on the idea that students 
receiving scholarship support from the University incur a 
moral obligation to replenish the University’s scholarship 
fund in the future. Each generation of scholarship recipients 
will have the responsibility to provide at least equivalent as-
sistance to future generations of Pace students. Replenish-
ment of the fund, in the form of a tax-deductible donation, 
is generally expected over a five to ten-year period following 
graduation. Awards from this fund are restricted to students 
studying in the Dyson College of Arts and Sciences. Schol-
arship amounts vary from $500 to full tuition and fees each 
year, depending on the financial need and academic record 
of each applicant.

Boston College Law School

The Public Service Scholarships and Robert Drinan, S. J. 
Scholarship provides scholarships to highly qualified appli-
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cants who plan to practice law in the service of the public. 
In keeping with Boston College Law School’s mission of ed-
ucation for the service of others, this program encourages 
students to seek careers in the public sector, notwithstanding 
the expense and associated debts of their legal education and 
the low salaries associated with such careers. Should recipi-
ents not pursue careers in public interest law, they must un-
dertake a moral obligation to repay the scholarship fund for 
at least as much as the value of the scholarship.

The scholarships are renewable annually for three years of 
study at the law schools.

Financial need, as demonstrated on the Need Access or pro-
file application, will be used to differentiate among other-
wise qualified finalists.

After notification of the awards, but before funds are dis-
bursed, Public Service Scholarship recipients must sign a 
statement acknowledging their intention to enter a career in 
public service law and their moral obligation to repay Boston 
College Law School if they do not choose a public service 
career for a predetermined period of time.

Recipients must reapply each year for the award. The com-
mittee will ask for an updated resume and list of activities 
and summer work (either paid or volunteer) that demon-
strates the recipient’s continued commitment to the public 
interest and public service law. Public Service Scholars will 
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be required to provide new commitment letters each year as 
described above.

* The Public Service Scholarships are 2/3 tuition annually; the 
Drinan Scholarship is for $6,000 a year.

Fred and Kit Bigony “Pay-it-Forward” Scholarship 
Program, Florida Atlantic University

This scholarship support provides “interest-free loans” to 
support students at the Harriet L. Wilkes Honors College at 
the John D. MacArthur Campus of Florida Atlantic Univer-
sity. The benefactors are providing this support to students 
who accept the moral obligation to, sometime during their 
lifetime, “give-back” the support that they have received 
to support future Wilkes Honors College students further. 
There is no legal requirement to pay back the funds, but a 
moral obligation to “pay it forward.”

Eligibility Recipients:

 · Must be registered full-time at the Harriet L. Wilkes 
Honors College;

 · Must be at the Sophomore level or higher;
 · Must demonstrate financial need as determined by 

their EFC (expected family contribution) as calculated 
based on a current FAFSA;

 · Must be a Florida resident;
 · Must be in good standing with a minimum GPA of 3.0;
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 · Must agree to undertake the moral obligation to make 
every effort to repay the money received from the Bigo-
ny “Pay it Forward” Scholarship—in their lifetime—to 
benefit future students of the Wilkes Honors College.

Funds may be used to cover costs of tuition, room, and board 
at an amount up to $5,000 per year. The awards may be re-
newable up to two additional years to eligible students de-
pending upon available funding. This award will be in addi-
tion to a student’s Honors College Merit Scholarship.

To conclude this section, I will say that many universities 
and states are having serious financial problems nationwide. 
If more colleges and other non-profit organizations would 
consider applying a moral obligation to the college scholar-
ships, they could potentially recoup thousands of dollars in 
scholarship monies that could help with their operating ex-
penses or to help future students in obtaining their degrees.

In the next chapter, we will be exploring assessing your stu-
dent to help find the right fit for their college education, how 
to apply to multiple colleges, conduct a scholarship search, 
and the steps to marketing a student athlete. As you’ll see, 
even if you have a highly desirable student, there is still a lot 
of competition out there. The information in the following 
chapter is designed to give your child as much of an advan-
tage as possible. 



CHAPTER 8

Choosing the 
Right College
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One day, early in my career, I received a phone call from 
a prospective client who was looking to meet with an 

advisor. After a few minutes of speaking with him on the 
phone, I realized that he lived over fifty miles from our of-
fice. As we ended our conversation, I assured him that some-
one would come out to his place for the meeting later that 
day.

There were three of us in the office that day, and as soon 
as I got off the phone, we started debating on who should 
take the appointment and drive all the way out there. We 
looked up the address the man gave us and discovered not 
only was it over an hour’s drive away, both ways, this per-
son lived in a trailer park. Suddenly, none of us wanted the 
appointment.

For a couple of minutes, we stood there looking at each other 
in silence. Finally, I said, “Fine, okay, I’ll go.”

I was always taught to follow every lead—and besides, I could 
use the money.

Reluctantly, I got into my car and made the long drive to 
where this man lived. When I arrived, I knocked on a sur-
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prisingly very nice double wide trailer in a higher end RV 
park. A few moments later, an older gentleman came to the 
door and let me inside. We sat in his living room, which was 
tastefully decorated and quite comfortable. After talking for 
nearly an hour, I discovered the reason for his call: he had 
just inherited over $2.5 million from his recently deceased 
mother, and he needed someone to help him manage all that 
money.

Regardless to say, I was glad I didn’t brush him off. To this 
day, he continues to be one of my best clients, and it was a 
good lesson: never judge a book by its cover.

The same goes for colleges, don’t be a quick judge. When 
considering which schools to apply to, you’re going to have 
to take a deeper look at what each college has to offer, and 
also what your student needs. A cursory glance at their 
website will not be enough, you have to take the time to do 
your research and find out what they are really offering. 
Otherwise, you might take the first offer blindly, or miss a 
great opportunity simply because the school isn’t very well 
known.

Stay open minded. Don’t just say, “Oh, we’re going to USC,” 
or “We’re going to Michigan State.” Those are both great 
schools, but maybe there’s a better fit somewhere else.

An important step is familiarizing yourself with the colleges 
you’re applying to. Too often, I see parents get a brochure 
from a school and the campus looks beautiful, and they fall 



The College Funding Dilemma

1 1 4

in love with it. Meanwhile, the photo is just one little cor-
ner of the campus, and the rest looks like a dump. Then 
your child gets there and, before you know it, you get that 
late night call from he/she, who is miserable and begging to 
transfer to another school.

This is why I always recommend that parents tour the cam-
pus with their student, when possible. Somewhere along 
this final leg of the process, families inevitably find a school 
that’s a perfect fit and say, “I want to go here!” They also 
find a lot of other schools that they don’t like. The point 
is they’ve arrived at a place where they can now make an 
informed choice, confident in their knowledge that it is the 
correct one for both their family, their future, and their stu-
dent’s future.

What I’m trying to say is, don’t judge a book by its cover. It’s 
hard to believe, but often dinky no-name towns have great 
liberal arts colleges with amazing programs in them, and 
they give generously. Most of these lesser known schools 
are in beautiful college towns, not the boonies. If it’s going 
to reduce your college costs and give your child the educa-
tion they need to get a great paying job after graduation, 
it could be well worth it. And just remember, it’s only four 
years.

So, that being said, how do we begin our college search?
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College Search

When searching for schools, the first thing you need to con-
sider is the student. The most important element is obvious-
ly their grades and test scores, then their career profile, and 
their interests and hobbies. Sure, grade point average is im-
portant, but what are their interests? Do they have a passion 
for animals? Enjoy winter sports? Musical theater?

The key is to match up your student with the schools that 
allow them to enjoy their hobbies, in addition to their tradi-
tional studies. Then, sort the matches by which schools his-
torically give the most grants and financial aid to students, 
year after year.

I have included a list of the top two hundred fifty schools 
ranked by their generosity score. To give you an idea, this 
is the percentage of the total costs the school will meet in 
aid (for instance, West Point is 100 percent, meaning they 
cover all the costs). Every school will have a different gen-
erosity score, but this list will give you an idea of which 
colleges are the most generous when it comes to financial 
aid. Having this crucial information during your research 
should significantly help before making your final decision. 
I recommend you do this before applying to the colleges, so 
you don’t get sticker shock. This way you will know what to 
expect well in advance. 
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Now, what about school size?

There are many things to consider, for instance, will your 
student perform better at a school with 15,000 students, or 
in smaller sized classes?

School size is also important when considering what your 
student wants to major in. Some students have no idea what 
they want to do in life, or worse, they’ve chosen a dubious 
major, and you’re convinced they’re going to change it once 
they get in there. Sending them to a larger university will 
allow them to change their major more easily without having 
to transfer to a smaller college later on. On the other hand, 
a student who knows exactly what field they want to enter 
after college, can be sent to either a large state school, or a 
small university.

Understanding what career the student is interested in will 
also help narrow down your search quite a bit. I suggest you 
sit down with your student and have them look at this list of 
the 100 Best Jobs. Does he/she want to be an engineer? What 
kind of engineer? Chemical engineering? Aerospace? Is it in 
high demand?

https://money.usnews.com/careers/best-jobs/rankings/the-100-best-jobs%5D


The College Funding Dilemma

1 2 0

100 BEST JOBS OF 2020

1. Software Developer 

2. Dentist

3. Physician Assistant 

4. Orthodontist

5. Nurse Practitioner 

6. Statistician 

7. Physician 

8. Speech-Language 
Pathologist

9. Oral and Maxillofacial 
Surgeon

10. Veterinarian 

11. Medical and Health Services 
Manager 

12. IT Manager 

13. Registered Nurse 

14. Mathematician 

15. Physical Therapist 

16. Optometrist

17. Anesthesiologist

18. Obstetrician and 
Gynecologist

19. Surgeon 

20. Operations Research 
Analyst 

21. Nurse Anesthetist

22. Pediatrician

23. Web Developer

24. Dental Hygienist

25. Genetic Counselor 

26. Physical Therapist Assistant 

27. Financial Manager

28. Occupational Therapist

29. Psychologist 

30. Database Administrator 

31. Financial Advisor 

32. Mechanical Engineer

33. Civil Engineer

34. Psychiatrist

35. Substance Abuse and 
Behavioral Disorder 
Counselor 

36. School Psychologist

37. Home Health Aide

38. Information Security 
Analyst 

39. Pilot

40. Respiratory Therapist

41. Diagnostic Medical 
Sonographer 

42. Accountant 

43. Market Research Analyst

44. Business Operations 
Manager 

45. Marketing Manager 

46. Industrial Psychologist

47. Podiatrist

48. Environmental Engineer

49. Social and Community 
Service Manager 

50. Lawyer 
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51. Marriage and Family 
Therapist

52. Medical Assistant 

53. Computer Systems Analyst 

54. Actuary 

55. Medical Records 
Technician

56. Prosthodontist

57. Construction Manager

58. Veterinary Technologist and 
Technician

59. Landscaper and 
Groundskeeper

60. Computer Network 
Architect 

61. Orthotist and Prosthetist 

62. Personal Care Aide 

63. Computer Systems 
Administrator 

64. Massage Therapist

65. Cartographer

66. Dental Assistant 

67. Management Analyst

68. Solar Photovoltaic Installer 

69. Physical Therapist Aide

70. Occupational Therapy 
Assistant 

71. Mental Health Counselor 

72. Environmental Engineering 
Technician

73. Nail Technician

74. Plumber 

75. Radiologic technologist 

76. MRI Technologist

77. Chiropractor 

78. Cost Estimator 

79. Financial Analyst

80. Insurance Sales Agent 

81. School Counselor 

82. Nurse Midwife

83. Paralegal 

84. Phlebotomist 

85. Loan Officer 

86. Clinical Social Worker 

87. Compliance Officer 

88. Dietitian and Nutritionist 

89. Ophthalmic Medical 
Technician

90. Clinical Laboratory 
Technician

91. Licensed Practical and 
Licensed Vocational Nurse 

92. Electrician 

93. HR Specialist 

94. Wind Turbine Technician 

95. Logistician

96. Residential Advisor 

97. Optician

98. Computer Support 
Specialist 

99. Esthetician and Skincare 
Specialist 

100. Restaurant Cook 

[Source: https://money.usnews.com/careers/best-jobs/rankings/the-100-best-jobs]
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Now, which schools are the top in the nation for that field of study? 

The closer you get to understanding what direction your stu-
dent is headed in, and what their hobbies and interests are, 
the easier it will be to help guide them toward the school that 
best matches their ambitions.

I will be addressing SAT and ACT test scores, as well as mar-
keting your student athlete later in the chapter. But first, let’s 
tackle a question I hear a lot from my clients. Does it matter 
which college you go to?

Do Employers Really Care Where You Get Your 
Degree?

Many parents today believe that if their student receives their 
degree from a prestigious university, they will be able to snag 
a high paying job after college. In the past, this way of think-
ing might have been true, however today, graduating from 
an elite college or university doesn’t carry the same weight.

A recent Gallup survey found that hiring managers are far less 
concerned about what college the student attended or what 
major the student pursued than you’d think. According to the 
survey, business leaders are really looking at the skill level and 
the knowledge a potential candidate has in their field.

The chart below outlines what employers actually find im-
portant when looking at hiring new employees.
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Judging by the information gathered in this survey, knowl-
edge and applied skills that are relevant to the business are 
the two most important factors when hiring new employees. 
Also, notice the two lowest concerns of potential employers 
are what college the student attended and what degree they 
obtained.

According to the Gallup survey, about eight in ten adults 
working in a business environment agree that knowledge 
and applied skills in any particular field is most important 
to managers making hiring decisions for their company.

However, the survey also found the average American still 
believes the major and where the student received their de-
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gree is the most important when it comes to employment. 
The survey found that nearly half (47 percent) of future em-
ployees believe their degree was the most important thing 
business leaders were looking at, and 30 percent believed 
where they attended college was very important as well.

According to this survey, business leaders are not downplay-
ing the value of obtaining a college degree. However, they 
aren’t placing nearly as much importance on where a future 
employee received their degree, or what major they obtained. 
In other words, business leaders are saying a college degree 
alone is not enough to obtain employment.

The Gallup survey states, “Getting a job and achieving long 
term success in one’s career may increasingly depend on 
demonstrating real value to employers through experience 
and targeted learning—and increasingly less on degrees, even 
if they are from prestigious universities. Higher education 
institutions have a tremendous opportunity to partner with 
businesses to bring relevant, responsive, and timely learning 
opportunities to workplaces in this country and worldwide.”

It’s clear that business leaders are placing more emphasis on 
what potential employees know and their style of working, 
rather than on the candidate’s degree or where they went to 
college. Keep this in mind while you are searching for colleges 
for your student to apply to. I always urge parents to consider 
all their options carefully before investing money into their 
children’s education, and not to get hung up on the idea that 
an Ivy League degree will be a sure-fire guarantee of success.
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Next, let’s look at something that is actually important to 
factor in while searching for colleges: your student’s ACT 
and SAT test scores. The next section will help you figure 
out which test your student should be focusing on when pre-
paring to apply to colleges.

Comparing The ACT and SAT Test

In this section, we’ll be discussing the differences between 
the ACT and SAT tests, so you can decide which one your 
student should take, based on their strengths and weak-
nesses.

What’s the National Average ACT Score?

According to the American College Test service nearly two 
million students nationwide took the ACT in 2017/18—1.91 
million, to be precise. Out of all of those tests, the national 
average scores came out as follows:

ACT Section Average Score

English 20.2

Math 20.5

Reading 21.3

Science 20.7

Composite 20.8
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What’s the National Average SAT Score?

According to the College Board’s 2018 total group report, 
the national SAT average scores (for all 2018 high school 
graduates) are as follows:

Evidence-Based Reading and Writing: 536

Math: 531

Total Composite 1068

On the next few pages, I will outline some of the differences 
between the two tests that can help you decide which test 
your student should take to position themselves favorably for 
top colleges. 

For most students, the ACT and SAT are similar, but different. 
The ACT gives students less time per question so students who 
need extra time may find the ACT slightly more difficult than 
the SAT. On the other hand, SAT questions tend to be trickier 
and the SAT also tests vocabulary indirectly through the Sen-
tence Completion questions on the Critical Reading section, 
so certain students may find the ACT easier.

Some test preparation companies have made exaggerated 
claims that one test favors students of one gender over the 
other. However, these claims have not been empirically prov-
en and there is no supporting scientific data available. The 
differences between the two tests are minimal, and ideally, 
individual students should try both exams to see in which 
they perform better. 
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How do the SAT and ACT Compare? 
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*The following Charts are Provided By The ACT Testing Service

ACT SAT

Testing Time 2 hours 55 minutes 
+ 40 minute essay 
which is optional

3 hours

Structure 4 tests + optional 
writing test

3 tests + optional 
essay

Longest Test 1 hour 1 hour 20 minutes

Shortest Test 35 minute 35 minutes

Score Range Composite 1-36 
(writing domain score 
2-12)

Composite 400-1600 
(SAT essay reported 
in 3 dimensions each 
2-8)

Measures What student learns 
In high school

What student learns 
in high school

Predicts how stu-
dent will perform in 
college

What student need to 
succeed in college 

Now that you know the differences between the two tests, 
let’s look at how colleges convert the test scores when the col-
lege prefers one test over the other. On the next page, you will 
see a conversion chart comparing the two tests. 
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How Colleges Convert Scores Between the SAT and ACT
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How Important are the ACT and SAT Test Scores?

The SAT and ACT still remain two of the most important 
factors colleges look at when considering a potential student. 
There are two reasons why students should have as high a 
test score as possible. 

 · Admission to Top Colleges
 · Scholarship Money

Admission to Top Colleges: When applying for college en-
rollment, colleges and universities (especially private), will 
use the test scores to determine the admission potential of 
the student. The higher the test scores the higher the poten-
tial of being admitted. Many colleges also use the test scores 
to determine if the student needs to take prerequisite cours-
es. Prerequisite courses are course studies that need to be 
taken by the student in order to bring their knowledge of 
the subject matter up to a college level. Keep in mind, many 
times, these required courses will not count toward the stu-
dent’s degree.

Scholarship Money: Most students want to receive as much 
scholarship money as possible. The ACT or SAT test scores 
can increase or decrease your student’s potential of getting 
merit-based scholarship money. Colleges (especially private), 
will reward students with high ACT or SAT test scores with 
scholarship money. Colleges are willing to invest in students 
that are of high-quality academically. 
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Scholarships that are given out by many outside resources 
will use a combination of the student’s GPA and ACT or SAT 
test scores to give their scholarships funds out as well.

Lastly, most students that have high ACT or SAT test scores 
will graduate on time (four years), which could affect the 
amount of money the family will have to spend on their ed-
ucation. According to the College Board, the average time 
(nationwide) of getting an undergraduate degree is around 
5.6 years. If you look at the cost of a college education today, 
this could amount to several thousands of dollars.

Important Development:

An Adversity Score has been added to the SAT in recent 
years. The additional score is intended to measure the hard-
ships that high school students have faced in their lives prior 
to applying to college. 

According to the College Board, “The adversity score, which 
will be shared with colleges and universities along with a 
student’s SAT performance is based on 31 data points that, 
according to research, are correlated with academic achieve-
ment. They include factors associated with an applicant’s 
neighborhood (such as the percentage of adults with less 
than a high school diploma) and those tied to a student’s high 
school (such as the number of Advanced Placement cours-
es offered). College admissions officers are already placing 
great weight on the measure.”
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A study in the Harvard Educational Review said, “The 
pre-screening of questions on the verbal portion of the exam 
favors the inclusion of items that generate larger white-black 
disparities. This finding is backed up by other research indi-
cating that standardized test scores underestimate minority 
academic achievement.”

So, please keep all these factors in mind—SAT and ACT 
scores, adversity scores, and positioning your student ac-
cordingly—as you continue to search for the best college to 
attend.

Now, let’s address applying to colleges when dealing with a 
student who has high athletic potential.

The Five Steps of Marketing a Student Athlete:

1. Become proactive in the marketing process 

Many families assume that college coaches will hear about 
their student athlete from their high school or summer 
league coaches. Hoping that newspaper clippings from the 
local paper will be enough exposure to get the student athlete 
discovered and recruited. This is far from true.

The marketing process is the student athlete’s responsibility 
and no one else. 

https://bearcenter.berkeley.edu/sites/default/files/Wilson%20%2322.pdf
https://bearcenter.berkeley.edu/sites/default/files/Wilson%20%2322.pdf
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2. Find the right academic program 

Most student athletes go to college just to play sports—they 
don’t really give much thought to academics. When this oc-
curs, though, the athlete often overlooks the right fit regard-
ing their academic studies, and in many cases, athletically as 
well. In reality, you want to focus on both, as a track record of 
academic excellence in high school can lead to larger athletic 
scholarships, and top academic scores in college can lead to 
better job opportunities after college. 

In order to achieve the right balance, student athletes must 
consider their academic study more important than athlet-
ics, which means finding the right academic program comes 
first, and playing sports comes second.

3. Research college athletic programs

Many student athletes make the mistake of not researching 
the college or even the athletic program itself before accept-
ing an admission to a college that has offered them an athlet-
ic scholarship. Athletes should look at several things before 
committing to a particular college and athletic program. The 
athlete should consider the following:

 · Team roster (will you be able to play quickly, or will 
you have to wait a few years);

 · The competition (does it match your athletic ability);
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 · Coach’s philosophy and playing style (does it match 
your philosophy and playing style).

Knowing these things ahead of time will make the college 
and athletic program selection much easier. It will also elim-
inate any surprises once you begin the college career.

4. Keep your grades up

Your athletic skills may get the interest of some selective col-
leges or universities, but grades will dictate your admission 
chances. The NCAA has minimum academic requirements, 
but many colleges have much more stringent academic rules 
and regulations.   

While in high school, the student-athlete should excel aca-
demically and build strong organizational and study skills. 
This will help the student once they are in college and will 
make the transition much easier.

If the student athlete has strong organizational and study 
skills, it will also help the athlete balance academic require-
ments and athletic participation.

5. Research other forms of financial aid assistance

All scholarships are identical, regardless of whether the 
scholarship is based on need, merit, or athletics. Some col-
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leges will substitute an athletic scholarship with an academic 
scholarship, or another tuition incentive.

This is commonly done in NCAA Division III colleges 
where there are no athletic awards or in NCAA Division II 
or NAIA colleges in order to maximize the school’s athletic 
budget.

There is a big difference between need-based and academ-
ic-based scholarships when compared to athletic scholar-
ships. The major difference is the athletic scholarship is given 
or earned each year based mostly on the athletic accomplish-
ments of the student athlete. If the student athlete were to get 
injured, quits, or does not perform up to the expectation of 
the college coach, they could lose the scholarship.

Compare this with a need-based or academic-based scholar-
ship. The student athlete who receives these types of scholar-
ships can only lose the award if they do not perform academ-
ically or the family’s need decreases. These scholarships have 
nothing to do with the student athlete’s athletic ability. If the 
student were to blow out their knee or break their arm, or 
quits playing intercollegiate athletics altogether, the student 
would not lose a need-based or academic-based scholarship, 
unless they fall below the academic standards or the family’s 
need decreases.

Money is money, regardless of what form it comes in—and it 
is always better to have options. 
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Speaking of money, in the next chapter we will be preparing 
you for paying for college, calculating your estimated family 
contribution, student loans, and all the hidden costs associ-
ated with college that nobody thinks about. 



CHAPTER 9

Paying for College
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On any given day, a couple walks into my office and sits 
down in the chairs across from my desk. We begin our 

college planning session with a few simple questions.

The first thing I ask them is: “Before you came here today, 
how were you planning on paying for college?”

The husband and wife look at each other.

Most of my clients will answer this question with, “We’re 
hoping for student loans,” or “We have some savings,” or 
sometimes they will just say, “We have no idea, that’s why 
we’re here.”

“That’s okay,” I tell them. “We’re going to figure this out be-
fore you leave today.”
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Now it’s my job to inform them of their options. “You could 
borrow money, you could go paycheck to paycheck, you 
could find scholarships, you could dip into your savings...”

From there we begin to analyze their financial needs, their 
level of preparedness, the timeline of events, and ultimately 
determine—what’s best for your situation? 

This leads us to the point where I need to classify which type 
of families they are. I have noticed there are three categories 
of families:

1. The first are families that no matter what will qualify 
for need-based financial aid. They are on the lower 
end of the income scale, but the system works per-
fectly for them, although they need to choose their 
schools carefully. 

2. The second type is the typical middle class family. 
They may have a college funding strategy in place 
and may or may not qualify for need-based financial 
aid. These families are looking to lower their expect-
ed family contribution based on their income and 
assets.

3. The third group are the upper middle class and 
wealthy families who will not qualify for need-based 
aid. If we are able to catch this type of family early 
enough, they can pay for college on a tax-favored ba-
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sis. They also have more financial options available, 
but their strategies tend to be more complex.

Which one of these families doesn’t have to fill out a FAFSA 
form? None. All of them have to apply for financial aid. Even 
if you make $1,000,000 plus a year, and your student is a star 
track runner, you may be in line for an academic or ath-
letic-based scholarship. No school is going to give you that 
money unless you fill out the FAFSA form. You cannot skip 
steps in this process, no matter how much money you make.

There’s no way around it. 

For instance, my niece is a great student and she got an ac-
ademic grant from The University of Dayton when she ap-
plied to college there. Her father makes a lot of money, but 
that doesn’t matter. In order to get that grant scholarship, the 
school still demanded they fill out the FAFSA paperwork.

As you probably guessed, category 1 families require only 
the easiest, most straightforward college planning. On the 
other hand, category 2 and 3 need to be a bit more creative to 
find financial aid.

So, now let’s focus on a couple unique strategies that work for 
category 2 and 3 families. Two popular strategies are funding 
529 plans and Indexed Universal Life Policies (IULs). These 
two financial vehicles are especially good for early planners, 
but if your student is already in high school, neither of these 
may serve your purpose.
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That being said, let’s examine these two strategies more in 
depth. 

Paying for College Using 529 Plans and IULs

Paying for a child, or a grandchild’s college education has 
become increasingly tricky, as the costs of college continue 
to increase, year over year. As a result, 529 plans have be-
come the go-to tool of choice for pre-funding and building a 
tax-favored pool of money to use toward your student’s tu-
ition. A 529 plan is essentially a tax advantaged investment 
vehicle, sponsored by the state or a state agency.

Here are the pros and cons of 529 plans:

Pros—

1. Once funded (after taxes), the money can grow tax-free 
and be removed tax-free for qualifying college education ex-
penses.

2. If owned by the parent or grandparent, once funded cor-
rectly, the assets including growth are out of their estate for 
(estate) tax purposes.

3. If owned by the parent or grandparent, if the child or 
grandchild does not go to college, the money can be used by 
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the person funding the 529 plan and would act like an IRA 
(with similar income taxes and penalties).

Cons—

1. If the child or grandchild does not go to college, the growth 
on the money is taxable and subject to potential penalties 
when withdrawn/used by the parent or grandparent.

2. The money in a 529 plan is subject to loss due to market risk.

3. 529 plans are not “self-completing” should a parent or 
grandparent die prior to complete funding.

4. 529 plans have funding limits. Funding is limited by the 
$13000 annual gift tax exclusion (although they can be su-
per-funded in year one by pouring in all of the first five 
years’ worth of gifts all at once, $65,000).

Using Cash Value Life Insurance to Fund College (IUL)

Why would anyone use cash value life insurance (IUL) as a 
funding vehicle to pay for college costs? Good question. Here 
are the simple reasons, assuming that the life insurance pol-
icy will be purchased on a child’s parent.

1. Life insurance is a “self-completing” plan. Let’s assume 
Dad is the breadwinner in the family; and if he happens to 
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die when the child is young, without fully funding a 529 
plan, there will be a significant shortfall when the child goes 
to college. With life insurance, if Dad dies, a sizable income 
tax-free death benefit will be paid to the heirs, who can then 
choose to use that money for college education.

2. Money in a cash value policy will not only grow tax-free, 
but it can also be removed tax-free when used to pay for col-
lege expenses, in the form of policy loans.

3. If the child does not go to college, the policy will be a ter-
rific tax favorable wealth building retirement tool for the 
parent.

4. After borrowing from the policy, it will still have cash in it 
and should continue to grow for years to come. That means 
that money can be removed tax-free later on when the parent 
is in retirement (this is not possible with a 529 plan).

5. Money in a cash value life insurance policy is not a count-
able asset when a child goes to apply for financial aid for col-
lege (this is the case with most colleges, but not all).

Based on the above ‘pros’ of using a cash value life insurance 
policy, you’d likely assume it’s an easy decision in most cases 
to counsel a client to use this vehicle to fund their student’s 
college education. Unfortunately, that is not the case. As you 
will see, cash value life insurance as a college funding vehi-
cle only works when a client not only funds the policy for 
future college expenses, but also overfunds the policy with 
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cash to be used as a supplemental retirement vehicle for the 
parents.

Let’s take a look at the problems with using cash value life 
insurance without overfunding it, and also give some exam-
ples to illustrate how an IUL works when used properly.

The key to this model of overfunding is not just about fund-
ing the policy at the MEC minimum death benefit, but in-
stead, it’s about paying a sizable premium into the policy 
over a short period of time (ten years or less).

What’s sizable? In the college funding scenario, it’s funding 
the policy with not only the amount of money a client can 
budget for college planning, but also for supplemental retire-
ment planning (income) for the parents. Obviously, not all par-
ents are prepared to do that. Affluent clients simply have the 
money on hand and only need to choose to allocate it, whereas 
lower income parents will have to “find” the money first.

So, where can a parent “find” this extra money to fund into 
the life insurance policy and overfund it?

Two main places:

1. Reallocate money from a 401K plan.

Many clients fund tax deferred 401K plans for retirement 
savings. While this sounds like a good idea for most clients 
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under the age of fifty, funding cash value life insurance af-
ter taxes will be a better, more favorable, and conservative 
way to grow wealth. Therefore, instead of funding $5,000-
$15,000 into a tax deferred qualified plan, the client can allo-
cate that money to funding a cash value life insurance policy. 
This additional funding will make the life insurance policy 
work better as a tool to accumulate money and should allow 
for plenty of extra funding to be used for both college and 
retirement.

2. Borrow money from a home.

Many clients have a major asset in the equity of their person-
al residence and will not hesitate to strip equity from their 
home to send their children to college at the last minute. This 
is essentially poor planning, though. When done properly, 
this equity can be used ahead of time to overfund a cash val-
ue life insurance policy and significantly increase the finan-
cial viability of that vehicle, to use as both a college funding 
strategy, and a tax-favored retirement vehicle.

In summary, using cash value life insurance from a purely fi-
nancial standpoint is very difficult to justify for most average 
clients who are only looking to minimally fund the policy 
for college planning. But the IUL does have some significant 
advantages over the 529 plan such as:

 · An IUL policy self-completes, providing a back-up 
plan for a parent who dies.

 · An IUL is locking in investment gains every year.
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 · An IUL allows the client to use the funds tax-free for 
any other purpose.

 · An IUL allows the client to keep the policy in force un-
til he or she retires and potentially borrows more mon-
ey out of the policy tax-free.

 · An IUL isn’t a countable asset for financial aid calcu-
lations.

 · An IUL can also come with significant perks such as 
a long-term rider to protect the client when in retire-
ment.

When a client is able to properly overfund a cash value life 
insurance policy, it can be a very powerful financial vehicle, 
with a high probability of success, in addition to the many 
other advantages listed above. If you feel either the 529 plan 
or IUL are suitable strategies for your college planning needs, 
please speak with an advisor, as these need to be set up by a 
professional.

Federal Work-Study: Another Way to Pay for 
College

Now, let’s talk about a strategy that can be used by all three 
categories of clients, no matter what your income or level of 
preparedness. Federal work-study. 

To qualify for Federal work-study, the student must complete 
the free application for student aid, and ideally the FAFSA 
should be filled out as early as possible. The reason why the 
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FAFSA should be completed sooner rather than later, is that 
funds are limited, and Federal work-study programs are giv-
en out on a first-come-first-serve basis.

Under a Federal work-study, a student can work part-time, 
and many of the jobs could be located on campus. Howev-
er, some Federal work-study programs can be off campus as 
well.

Here are a few things you need to know about Federal work-
study: 

 · No Guarantees

If a student qualifies for Federal work-study, there are no 
guarantees of receiving the funds. When a student receives a 
financial aid offer, and it includes Federal work-study funds, 
the student needs to start applying to work positions at the 
college that are available. It is a good idea to look for job op-
portunities that go along with the major the student is inter-
ested in pursuing. Working is an excellent opportunity for 
the student to get experience in their field of study. Before 
the student is offered the job, many colleges will require the 
student to go through an interview process just like any oth-
er job application.

 · Work-Study Jobs May Not Be at the College

As I mentioned earlier, the job may be on or off the college 
campus. Many off-campus work-study jobs will include 
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working for nonprofit employers. It could be working for a 
community elementary or high school or some other com-
munity service position. If the student is particularly inter-
ested in working with nonprofits, they should check with the 
financial aid office to see if any of these positions are avail-
able.

 · Work-Study Earnings Are Paid Directly to the 
Student

Even though a Federal work-study is a form of financial 
aid, the earnings are not automatically applied toward the 
student’s college expenses. When a student earns money 
through the Federal work-study, they will be issued a pay-
check just like any other job. Federal, state, social security, 
and local income taxes will be withheld from the student’s 
earnings. However, when completing the FAFSA for the next 
school year, the student should claim these earnings as an 
exemption so it will not affect the family’s expected contri-
bution (EFC).

 · Work-Study Jobs That Are on Campus May Not Be 
Available

Remember, there’s no guarantees. Many colleges and univer-
sities may not have adequate funds under the Federal work-
study program to give to all qualifying students. However, 
this does not mean the student cannot be employed in a work 
position that is on campus that needs to be filled. Many col-
leges try to fill jobs for different departments at the college 
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that don’t qualify for Federal work-study funds. A student 
that is interested in being employed on campus should check 
with the employment office at the college they are attending.

 · You Are Not Guaranteed Federal Work-Study Funds 
Year After Year

Qualifying for Federal work-study funds is from year to year 
and eligibility for the funds is determined by the informa-
tion that is submitted on the Free Application for Student 
Aid (FAFSA) every year. This means the student could re-
ceive Federal work-study funds one year and not qualify for 
the next year.

 · Hourly Wages Could Fluctuate

The hourly wage that a student can earn under a Federal 
work-study could vary and is based on the student’s qual-
ifications and the type of job that is to be performed. Typ-
ically, the college will pay at least the minimum wage re-
quirements that are established in the state that the college 
is located in.

 · Number of Hours the Student May Work Can 
Fluctuate

The number of hours the student can work will be regulated 
by the employer and the type of job that is to be performed. 
Sometimes the hours of employment can be scheduled 
around the student’s class schedule. Normally work-study 
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jobs have average work hours of ten to twenty hours per 
week. However, keep in mind this is not a set rule.

 · Federal Work-Study and Financial Aid Eligibility

As we had mentioned earlier, earnings from Federal work-
study funds will not count against the student when they 
complete the FAFSA form the next year. There is a question 
on the FAFSA form that will ask the student if they have 
earnings through Federal work-study, so make sure to com-
plete this question when applying for financial aid for anoth-
er school year.

Working while attending college could be a great benefit to 
the student, especially working in the same field that the stu-
dent is getting their degree. Not only will it give the student 
valuable experience, it will also create additional funds that 
can be used to keep the student debt down to a minimum 
and relieve some of the parent’s expected contribution.

I hope this chapter has given you an idea of the types of op-
tions available to you to help you pay for college, outside of 
student loans, grants, and scholarships. My philosophy has 
always been to educate parents on the different types of strat-
egies available, to help them find the right combination of 
methods that will make paying for college less intimidating. 
Whether you are in category 1, 2, or 3, or whether you are 
an early planner or a “last minute” type of planner, I truly 
believe everyone should be able to afford college.
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Pay ing for College

In the next chapter, we will be going through the nitty gritty 
details of applying for colleges and real college costs, com-
paring financial award letters, and filling out the FAFSA 
form properly whether you’re single, married, divorced, or 
separated.
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Most families underestimate (or overlook) what it actu-
ally costs for their students to attend college. Parents 

will often rely entirely on college websites where the pub-
lished total cost of attendance is estimated. However, there 
are plenty of other costs that can crop up once the student 
gets to the ivy-covered walls of their selected college or uni-
versity. So, before we delve into the realities of financial aid, 
here’s some useful information for you, and it’s something 
that never fails to shock families—college expenses that no-
body thinks of.

College Costs Nobody Thinks About
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According to an article from The Washington Post, “The av-
erage undergrads spend $765 every year eating off campus, 
even if their parents have already shelled out for a meal plan. 
A bus pass to get to an off-campus job or internship can be 
$50 a month or more. Dorm insurance or renter’s insurance 
might cost a couple of hundred dollars per year.”

According to Consumer Reports, “Laundry isn’t free. You 
might pay fees for joining a club or storing personal items 
over the summer. Concerts, sporting events, and movie 
nights add up too.” 

And according to Edvisors, a website that provides informa-
tion on planning and paying for college, “Unforeseen college 
costs can add up to an additional $250 to $500 every month. 
For the unprepared, the extra expenses can be a major finan-
cial strain. Sixty-four percent of college students have run 
out of money before the end of the semester at least once. Un-
anticipated costs were to blame for drained bank accounts in 
half of those cases.”

Unforeseen or unbudgeted additional college costs could 
very easily break a family’s college budget. So, in the spirit of 
full disclosure, here is a list of some of the unforeseen college 
costs that most families overlook:

 · Application fees paid to various colleges can total hun-
dreds of dollars

 · Taking the SAT (including the essay test) costs $57 - 
ACT fees are similar
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 · Advanced Placement exam costs $93 on average
 · Fees for the college fitness center - often the fees aren’t 

optional
 · Fees for health insurance - often the fees aren’t optional
 · Dorm room refrigerator rental
 · TV cable fees
 · Charges for a visit to the college’s student health center
 · Charges to print a paper for class
 · Charges for the cap and gown to wear to college grad-

uation
 · Charges for using a credit card
 · Once you graduate, you could pay extra charges for 

copies of your transcripts for graduate school applica-
tions

 · Additional cost of joining a fraternity or sorority - in-
cluding formal events, gifts for sorority or fraternity 
sister or brother, and clothing, etc.

 · Annual dues, fines for infractions (like skipping a re-
quired meeting)

 · Fees for social events, and purchases of T-shirts and 
other college gear

 · Cost of transportation – travel to and back to college
 · If student owns a car, they will have to pay campus 

parking fees
 · Students that don’t have a car on campus may incur 

bus pass fees or Uber fares
 · Lab fees and instructional materials
 · Music or performing arts majors might have to pay ex-

tra for practice room time
 · Spring breaks to Florida or other warm locations
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Adding up all the additional college costs that are overlooked 
could cost the family several thousands of dollars over their 
students’ stay in college. Therefore, putting together a cash 
flow and tax plan to cover college costs is so important. 
These are all very good points to bring up with your college 
planning advisor during your assessment.

As I mentioned earlier, it’s very likely your college planner 
will walk you through the FAFSA application process, and 
it’s a relatively straightforward process if the student’s par-
ents are still married, but it can be tricky for parents who 
aren’t. I have prepared a list of additional questions and in-
formation for parents navigating the college planning pro-
cess who are either divorced or separated, and for students 
who have guardians other than their biological parents.

FAFSA Questions Pertaining to Divorced or 
Separated Parents:
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 · If the Parents Are Divorced, Whose Information 
Should Be Used On The FAFSA?

According to FAFSA rules, “Normally it is the parent that the 
student lives with the most during the year. It does not make 
a difference which parent claims the student as a dependent 
for tax purposes. If the student doesn’t live with either parent 
or lived equally with each parent, the parental information 
must be provided for the parent from whom the student re-
ceives the most financial support or the parent from whom 
the student receives the most support the last time support 
was given.”

If the student is a dependent student and their parent (or 
parents) are remarried, the stepparent’s information must be 
included, or the student will not be considered for Federal 
Student Financial Aid.

 · If the Parents Are Separated, but NOT Divorced, and 
the Student Lives with One of the Parents, Which Par-
ent’s Income and Assets Does the Student Use When 
Completing The FAFSA, if the Parents File Joint Tax 
Returns?

Report only the parent’s income and asset information for 
whom the student lives with the most during the year or 
the parent that provides the most support. The parents 
do not have to be legally separated. However, they must 
have two separate living addresses that show the parents 
are not living together. If the parents are separated but still 
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live together, the FAFSA will still consider them married 
and living together. If the parents live apart and file a joint 
tax return, use the custodian’s (parent one or parent two’s) 
W-2 Form or other records to determine the parent’s share 
of the income reported and taxes paid on the tax return. 
Sometimes you can get this information off the parents’ 
state tax return.

 · How is Income Received for Child Support Treated 
When Completing the FAFSA?

According to FAFSA rules, if you are receiving child support 
from an ex-spouse, you MUST report child support you re-
ceived for ALL children. Do not include foster care or adop-
tion payments.

 · The Student Does Not Live With Their Birth Parents 
and Lives with the Grandparents or Other Individ-
uals. Whose Financial Information Should Be Used 
to Complete The FAFSA–Their Parents or the Person 
That the Student Lives With?

If the person or persons the student lives with have NOT 
legally adopted the student, that person or person’s financial 
information should NOT be used in calculating the student’s 
EFC. 

If the student is living with another person or persons other 
than their birth parents and were classified as a ward of the 
court, the student would only need to put their financial in-
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formation on the FAFSA, as an independent student. If this 
is not the case and the whereabouts of the birth parents are 
known, the student needs to get the birth parents’ financial 
information (whether divorced or separated) and use this in-
come on the FAFSA. 

I would recommend getting professional help in dealing 
with this situation. Talk to the student’s guidance counselor, 
professional college consultant, or call the college that the 
student will be attending for guidance.

 · If the Parents Are Divorced and One of the Parents 
Would Benefit More (Qualify for the Educational Tax 
Credits and Educational Deductions) by Claiming 
the Student as a Dependent, What Must the Custodial 
Parent Do in Order to Give the Dependence Exemp-
tion to the Other Parent?

Under IRS Code Sec. 152(e), a noncustodial parent can only 
claim a dependency deduction for a qualifying child or qual-
ifying relative of the taxpayer if the custodial parent submits 
a release of claim to the exemption.

A release of a claim to an exemption can only be executed in 
two ways:

1. Complete Form 8332, Release/Revocation of Release of 
Claim to Exemption for Child by Custodial Parent, or 
successor form; or
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2. A written declaration that is not on Form 8332 but con-
forms to the substance of that form and that is a doc-
ument executed for the sole purpose of releasing the 
claim.

Many parents of a college student may feel a court order or 
decree, or a separation agreement can serve as the written 
declaration. However, this is not true, according to the IRS, 
the noncustodial parent must attach a copy of Form 8332 or 
the written declaration to the parent’s return for each year 
that the child is claimed as a dependent.

Once Form 8332 or written declaration is completed, the 
noncustodial parent can claim the student as a dependent 
and potentially qualify for the college tax credits or deduc-
tions.

Now that we’ve covered some of the trickier aspects of ap-
plying for financial aid for divorced or separated parents, 
let’s talk about another stressful aspect of college planning: 
comparing financial aid award letters. This is another area 
I notice many parents struggling with. In the next section, 
I lay out some steps that should help you decipher these 
award letters and get the most out of the colleges you’ve 
applied to. 
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Compare Financial Aid Award Letters

During the fall, many high school Seniors have begun com-
pleting their FAFSA forms and waiting for the Student Aid 
Report (SAR) with their Expected Family Contribution 
(EFC). Now students are turning all their attention in select-
ing a college to attend. This can be a very trying time for 
many students and their parents.

Most students have received acceptance letters from the col-
leges they have applied to, and many have received finan-
cial aid award letters. Now comes the time to evaluate which 
college to attend and how to interpret the offer of financial 
assistance from each college.

Understanding how to interpret the financial aid awards can 
be a daunting task. When comparing the financial aid award 
letters, you need to pay close attention to the family’s total 
out-of-pocket expense for each college.
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It is difficult in many situations to come up with your total 
out-of-pocket expense because many award letters don’t al-
ways make this clear to the student. However, there are things 
that students and their parents can do to narrow down what 
the college will expect them to pay.

In order to get to the bottom line, here are a few things that 
are important factors to consider in making sure you are 
comparing “apples to apples.”

Identify the total cost of attending: Total cost of attending 
includes tuition/fees, room/board, books/supplies, and mis-
cellaneous costs. Sometimes it may consist of activity fees 
and possibly lab fees. Most award letters will not outline all 
of these costs. Therefore, it is a good idea to consult with the 
school’s website or school officials for the complete list of the 
cost that could incur.

Identify all gift aid: Gift aid consists of scholarships and 
grants. Many times, these funds are given out by the State 
and Federal governments and the college itself. If the student 
will receive scholarships from other outside resources such 
as churches, clubs, and corporations they should include 
these funds as gift aid.

Subtract all gift aid from the total cost of attending: This 
will help determine the overall out-of-pocket expense for 
your family.
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Now that we have identified the total cost of attending and 
gift aid awards, we now know our total out-of-pocket ex-
penses to attend each college. The next steps students and 
parents should take is looking at self-help aid.

Self-help aid: Examples of self-help aid that most colleges 
will award, include federally-guaranteed student loans, Fed-
eral and State work-study, and Parents Loans for Under-
graduate Students, (PLUS). Students may find each award 
letter could be identical when offering federally-guaranteed 
student loans. The only difference in an offer is whether the 
Federal loan is subsidized or unsubsidized. However, the 
amount of a federally-guaranteed loan should be identical. 
If the award contains a PLUS loan, the loan amount could 
vary from one college to the other. Another variable from 
one offered to the next is the amount of Federal and/or State 
work-study aid.

Be aware of “gapping”: Many colleges and universities will 
not meet 100 percent of the students need. Some may only 
cover 60 percent to 70 percent and some 90 percent of the 
need of the student. When this happens, it is called “gap-
ping.” This practice occurs more often than you may real-
ize. This practice forces the student and parents to find the 
needed funds from other sources such as nontraditional stu-
dent loans, forcing the parents to borrow on their home or 
use more money from the family’s spendable income, just to 
name a few.
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Some colleges will advertise that they will meet 100 percent 
of the student’s need. Sometimes this is very misleading. In 
many situations, a substantial part of the student’s remain-
ing need is covered by a Parent Loan for Undergraduate Stu-
dents, better known as the PLUS loan (as we have mentioned 
earlier).

Once the student knows how much gift and self-help aid 
each college has offered, they should subtract the offers from 
the colleges’ total cost of attending.

Sometimes students and parents can ask for more finan-
cial aid. However, in order for the college to increase the aid 
package, the family must show some financial hardship that 
is preventing them from meeting the expected family con-
tribution.

If the parents have a high academic student or have a stu-
dent with special skills or talents, they could ask for more 
gift aid and fewer loans. Also, in some situations, if the stu-
dent is applying to colleges that compete for the same stu-
dents and some of the colleges offered more gift aid than 
the students preferred college, they could increase their gift 
aid award by notifying their preferred college and provide 
them the other colleges’ gift aid award and ask for more 
free money.

When it’s all said and done, it is always a good idea to ask 
for more gift aid from the college that the student wants to 
attend. If the college can’t or will not revise the financial aid 
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offer, the student will NOT be any worse off by asking for 
more free money than they were before.

Here’s the last rule of thumb, before you submit an enroll-
ment deposit, the family must be comfortable with their 
ability to manage the cost of attending a college. If you have 
concerns, it is advisable to consult with a professional college 
consultant that has no ties to the colleges that the student is 
interested in attending. Also, (as we have mentioned earli-
er), most college financial aid offices will entertain appeals 
to their financial offer. This could occur as long as you can 
provide documentation and concrete reasons why you feel 
you need more financial assistance.

Some Last Words of Advice

I suggest that you utilize these techniques I just laid out 
in this chapter, taking each award letter and applying it to 
your own financial situation, and comparing each one. This 
should give you an idea of what is possible for your own stu-
dent, as well as give you some inspiration, hopefully.

If you take one thing from this book, I hope that you feel a 
little less overwhelmed about the college planning process. 
I hope that you understand that college can be affordable, 
and with an open mind and some creative strategies, you 
can secure a great education for your student. Finally, I 
hope that you don’t try to scam the system, but get actual 
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professional guidance, and consider all your options before 
committing to any course of action. 

Good luck! 
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