Having the College
Money Talk with Your Child
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We hear these stories every day. Mom, Dad, and high school junior visit a college.
Junior is thrilled with the school--loves everything about it. Mom and Dad
discover too late what it will cost them.

The result? Either devastation for the student told by his parents that he can’t go
to his dream school that he worked so hard to get into. Or massive student loan
money borrowed by the student and by the parents to make it happen.

It doesn’t have to be this way!

Have a college money talk with your student before you even start your college
search. When you go shopping for a car, you don’t go shopping without a budget
in mind. You don’t test drive a Porsche only to discover what it will cost
afterwards. You already know a Porsche will set you back at least $50,000, and
that price is out of your price range so you don’t even drive one because you
know you will love it.

In the same way, having these conversations with your student before you start
going for college test drives keeps everyone on the same page. Make no
mistake...this is an emotional buying decision.

College admissions folks are good at what they do, and they have a great product
to sell. Having a pragmatic money conversation as a family will keep hearts from
being broken and ensure students graduate with manageable student loan

debt without robbing mom and dad’s retirement.

Easier said than done, though right? Money is an uncomfortable thing to talk
about. Most of us learned personal finance by attending the school of hard
knocks. When it comes to financing college many parents feel embarrassed
because they haven't saved enough money for college. The reality is that every
parent wishes they had more saved and started saving earlier. You are not alone.

Let college be a powerful lesson in consumerism for young adults. Use these tips
to have a great "money conversation" with your college bound student.
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What do they want?

First, determine with your student what
they want from college. Do they have a
major in mind and how closely does this
major match with their personalities and
ultimate career goals? Uncertainty can
have a real negative effect on your
bottom line. Changing a major or
transferring colleges can lead to extra
years and extra costs.

Consider whether a 4-year college is a perfect fit. A community college can be a
valuable way to cut costs and move that dream college back into the
conversation. Programs such as Columbus State’s Preferred Pathway® or similar
programs are great ways to graduate with less student loan debt. Attend
Columbus State for two years and transfer to one of their university partners and
graduate from schools like Ohio State, Ohio University, or Miami University.

In addition, cast a wide net. With so many colleges and universities in the US, you
need to explore more than the name brands.

After you have evaluated what your student needs in a college (4-year,
community college, chosen major), you can take a hard look at the numbers.

Schedule a time to have the "College Money Talk"

Put it on the calendar or it won't happen! Sit down
with your student to seriously look at the facts and
answer these questions:

e How much have you saved?

e How much can you budget each month out of
your paycheck?

e How much will the student be responsible for?
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http://www.cscc.edu/academics/transfer/preferred-pathway.shtml

e How much aid do you qualify for?
e How much will it cost?
e What is the 4-year plan and the future effect?

How much you have saved is pretty straightforward, but be sure to figure the
total saved as of the future date when your student enrolls. A calculator like this
one from College Board can help you figure the amount you will have saved
including estimated interest at a future point in time.

Determining how much you can pay out of your paycheck each month really
adds up. For instance, $500 per month over 48 months in school is $24,000!

Choosing how much a student will be responsible for
when paying for college is determined on a family-by-
family basis. Some families want to be able to pay the
entire bill themselves allowing the student to start fresh
after graduating. Some families choose to have the
student take on some or all of the expense either
because they have no choice or because they want their
student to have a personal interest at stake.

Students want to know how they will expected to
participate:

e Will | be expected to work during school and over the summers?
e Will I need to take out student loans?

e How does a loan work? (They have no idea.)

e What does that mean to my financial future upon graduation?

Students need to be aware of what is expected of them before you start visiting
colleges. Will you provide a certain amount? Will you pay for a certain number of
years? Hashing out these questions before you start your college search will
save unhappiness later. Our one page worksheet can help you pull these figures
together:
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The 1 Page College Funding Plan (Worksheet)

PARENT RESOURCES TOTALS
529 Savings $ (A) PARENT RESOURCES S
Other Assets $ (B) PARENT LOANS S
Monthly Cash Flow ( S x 48 months) $ (C) STUDENT RESOURCES S
Annual American Opportunity Tax Credit ($10,000 Max over 4 years) S (D) STUDENT LOANS S
TOTAL PARENT RESOURCES (A) |S (E) OTHER HELP S
PARENT LOANS Your 4 Year Pre-Approval Amount -
PARENT PLUS / PRIVATE LOANS (B) s
STUDENT RESOURCES STUDENT PLANS
Student Savings (UTMA, Savings, etc.) $ Anticipated Major / Career
Monthly Workstudy /PTJob (S x 48 months) |$ Average Starting Salary = Max Loan $
TOTAL STUDENT RESOURCES (C) $
STUDENT LOANS Average Starting Salary By Discipline*
Student Stafford Loans ($27,000 Max over 4 years) % Engineering $62,891
Private Student Loans Computer Science $62,103
TOTAL STUDENT LOANS {D) |$ Business $57,229
OTHER HELP Communications $48,253
GRANDPARENT / FAMILY HELP (E) |$ Math & Sciences $44,299
Education S40,267
Humanities & Social Sciences $38,049
m Overall 548,707

College Pre-Approval ™

know before you go

*Nation Association of Colleges and Employers

Class of 2014 salary survey




Now is a good time as part of this conversation to help students understand what
their budget will look like after college. A worksheet like this is a helpful tool:

College Pre-Approval™- The Budget

What will your financial future look like after graduation?

Your Income (the $$ coming in): Your Monthly Expenses w/in your control (Wants):
Your annual salary Housing : rent, mortgage, furniture, etc.

(approx. 25% of income)
Spouse's annual salary +

Utilities: cable, gas, electricity,
Other income + internet, phone (5% of income) +
Total $S for the year = Foed: eating out & groceries

=12 (approx. 10% of income) +

$$ per month coming in? =

Transportation: car, parking, gas, public
Your Required Monthly Expenses (Needs)  (approx. 15% of income) +
(the $$ going out--beyond your control):
Total Student Loans =‘f 5 Clothing: indl. dry cleaning
Student loan payment (approx. 5% of income) -

(Approx. $100 per $10,000 owed) -

Insurance: other than payroll deductions

Spouse's student loan payment + Home, renters, life, medical, vision, dental
(approx. 5% of income) +
Health Insurance
{Approx. 5250 deducted from paycheck] + Retirement (other than paycheck ded.)
(approx. 10% of income) +
Contribution to retirement
(10% deducted from your paycheck) + Others savings: emergency fund
(10% of income) +
Credit card payments
(3% of total balance) + Other expenses: travel, personal, pet,
gifts, fun +
Spouse's credit card payments +
Total monthly expenses w/in
Taxes your control: =
(Approx. 30% of monthly salary) +
$$ per month going out? $$ left from column 1
(beyond your control) =
Less total monthly expenses above -
Have anything left?
($S coming in minus $$ going out) Any extra for the month? =
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Before you can answer the “how much will it cost” question, you must answer
the “how much aid do you qualify” for question. Families need to know their
Expected Family Contribution (EFC). The EFC is the amount the federal
government expects you to be able to afford to pay from your own pocket. This
figure may be shocking, but nevertheless you need to know it. You can use this
calculator to estimate your EFC.

Also, each college is now required to have a "Net Price Calculator" on their
website. Most of them are easy to complete, and they will give you a projected
financial aid package at the university and your out of pocket cost for the year.

They typically include need based aid as well as projected merit aid your student
may receive for good grades and ACT/SAT scores. It should go without saying, but
keep in mind that is for one year so multiply by 4 and keep in mind that at most
schools the tuition cost will increase each year you are in school. Be aware

that student loans and work study may be included in this net price projection
not just grants and scholarships. Want an example? Check out Miami's Net Price
Calculator.

Now you have an idea of how much you are expected to pay. Not all colleges can
make up the difference between sticker price and your EFC, but having the
information is a valuable tool as you proceed in your college search. You will be
able to get a better idea of the “how much it will cost” question.

Tell me again why | need to go through all this?

If you have all the money saved for your child to go to whatever school they school
they choose ($300,000+), you can disregard this message. If this is not your situation
and you need to get creative on how you will pay for college, it is imperative that
you have the "money conversation" to reduce the stress and anxiety of the college
shopping process. Know before you go!
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