
MEET WITH YOUR CHILDREN 
TO SET EXPECTATIONS.

Family meetings are an ideal place to tackle the question of whether you expect your 
children to contribute to college funding, either from summer jobs or work-study while 
in school. Putting the meeting on the family calendar rather than bringing up the subject 
on the way home from soccer practice or at the end of dinner one evening ensures 
everyone has time to prepare. Your goal should be the same as when you discuss 
grades, curfews, or driving privileges. You simply need to ensure that your children 
understand what you expect of them when it comes time to pay for college.

That is no easy task because, at some level, money is still a taboo subject -- even among 
family members. However, the college funding conversation is necessary because a 
2016 Sallie Mae study found that just two in five families had created a plan for how they 
would pay for college before the student enrolled.3

The college funding path your family takes is a personal decision. Your expectations for 
your children can be influenced by how you were brought up. For example, folks who 
worked and contributed financially to their college education may want their children to 
have some skin in the game. Others whose parents paid all the bills may bristle at asking 
their children to buy their own books.

Paying for a college education may be one of the most significant expenses 
families have, made more challenging by the relatively short time to save, costs 
that continue to increase faster than inflation,1 and reductions in institutional 
financial aid. In short, you need all the help you can get. So, why not ask your 
children for a hand?

A Parent’s Guide:  

Making College Funding a Family Affair

To-Dos and 
Conversation Starters:

� �Ask your child what kind of 
college they are interested in. 

� �Share specifics of your college 
savings strategy.

� �Discuss your expectations 
about grades and a timeline 
for graduation.

Amazingly, 37 percent of parents report rarely or never talking with their children about 
the cost of college.2 Life gets in the way. College seems so far off when you’re spending 
time on little league fields or at dance recitals. Later, in high school, many families may 
invest their time and money on tutors, SAT prep classes and athletic showcases, 
focusing on the college admissions game rather than on college funding. A family’s 
emphasis also can be misplaced on college tours if they compare everything from dorms 
to study abroad programs, but ignore costs. Unfortunately, some families wait until senior 
year, or even for the arrival of acceptance letters, to address how they will pay for college. 
And by that time it could be too late to recover from early mistakes. 

So, how can you get the college funding conversation rolling before you are listening to 
“Pomp and Circumstance?” These four steps can help you broach the subject with your 
children and get on the right road to saving for college:

	 1	 �Trends in College Pricing 2016,” College Board. Accessed 19 Jan. 2017 at: https:// trends.collegeboard.org/sites/default/
files/2016-trends-college-pricing-web_1.pdf 

	 2	 �7th Annual Parents, Kids & Money Survey, T. Rowe price. Web 19 Jan. 2017. http://corporate.troweprice.com/Money-
Confident-Kids/images/emk/2015-PKM-Report-2015-FINAL.pdf.

	 3	 �How American Pays For College 2016. Sallie Mae’s National Study of College Students and Parents. Web. 19 Jan. 2017.
http://news.salliemae.com/files/doc_library/file/HowAmericaPaysforCollege2016FNL.pdf 
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If you want to justify requiring your child to contribute to college costs, “More Is More 
or More is Less? Parent Financial Investments during College” by University of California 
professor Laura Hamilton links larger contributions from parents to lower grades for 
students. Dr. Hamilton found that the students with the lowest grades were those 
whose parents paid all college costs without discussing the students’ responsibility 
for their education.4 

Further underscoring the benefits of discussing college funding with your children, a 
T. Rowe Price study found that 58 percent of children whose parents talk frequently 
with them about saving for college actually put away money for that goal. Of children 
who reported not discussing college costs with their parents, just 23 percent had set 
money aside for school.5 

CALCULATE COLLEGE COSTS. 

It may be easier to get your children to buy into funding some of their education when 
they understand that you could potentially spend more than a quarter of a million dollars 
on their undergraduate education. And that’s at today’s costs. Because college is an 
expense that clearly warrants advance planning, it’s important to take the first step of 
realistically estimating costs. 

Somewhat inexplicably, however, colleges rarely focus on cost in their catalogs or on 
websites and tours. And, when they do address finances, it can be confusing. For 
example, tuition might be listed with no mention of room and board, leading to the 
faulty assumption that tuition is the total cost. That’s especially misleading because 
at state schools, room and board can rival the cost of tuition. And an additional “fees” 
category represents different expenses at each school and can add thousands to the 
total college bill. 

Congress tried to legislate greater pricing transparency in 2008 by requiring all colleges 
to place “net price calculators” on their websites that could, with the input of basic 
family financial information, approximate the college’s cost after grants and scholarships 
are factored in. However, a study by the Institute for College Access and Success, a 
nonpartisan research and advocacy group, found that many calculators are virtually hidden 
on college website and others are difficult to use.6 Plus, quality aside, users can get 
frustrated with the net calculator process because they need to re-enter their financial 
data for each college they are interested in.

A free online tool produced by College Abacus is attempting to do what Congress could 
not. Created by two Rhodes Scholars, the tool allows college shoppers to enter financial 
information just once and check the net price of all the schools they are interested in. 
Although some colleges currently block College Abacus from obtaining their financial 
data, the tool makes estimating cost more efficient and increasing pressure may cause 
uncooperative colleges to be more forthcoming.

Keep in mind that colleges’ varying capacities to offer institutional financial aid can make 
comparative shopping difficult. That is, a college with a high sticker price and a large 
endowment may actually cost less than a college with a lower sticker price and smaller 
endowment once financial aid is awarded. 

To-Dos and 
Conversation Starters:

� �Illustrate the difference 
between the cost of public 
and private education for 
your child.

� �Discuss with your child how 
college costs have risen faster 
than the rate of inflation.

� �On college tours, ask about the 
frequency of tuition increases.

4		 �Lewin, Tamar. “Parents’ Financial Support May Not Help College Grades.” The New York Times. 14 Jan. 2013. Web. 4 Sep. 
2015. <http://nytimes.com/2013/01/15/education/parents-financial-support-linked-to-college-grades.html?_r=1>.

5		 �“Boys and Girls Not Equally Prepared for Financial Future.” Money Confident Kids. T. Rowe Price, 18 Aug. 2014. Web. 4 Sep. 
2015. <https://corporate.troweprice.com/Money-Confident-Kids/Site/Media/News/Articles/boys-and-girls-not-equally-
prepared-for-financial-future>.

6		 �“Comparison Shopping for College Tuition.” The New York Times. 25 Feb. 2012. Web. 4 Sep. 2015. <http://nytimes.
com/2012/02/26/opinion/sunday/comparison-shopping-for-college-tuition.html>.

7		 �“Trends in College Pricing 2016.” The College Board. 2016. Web 19 Jan. 2017. 
https://trends.collegeboard.org/sites/default/files/2016-trends-college-pricing-web_1.pdf.

How Much Does 
College Cost?
Average published tuition, fees, and 
room and board for in-state students in 
the public four-year sector increased to 
$20,090 in 2015–16. At private nonprofit 
four-year institutions, average total 
charges increased to $45,370.7 

$45,370
Average cost at 
private nonprofit  
four-year institutions7



ESTIMATE YOUR FINANCIAL AID ELIGIBILITY. 

Remember that financial aid is a broad term that covers non-need-based merit 
scholarships, lower interest rate federal loans, need-based grants from colleges, and 
work study. Not all financial aid is a “gift.” 

You can get an early sense of what your  Expected Family Contribution (EFC) will be by 
using the online FAFSA4caster tool found at https://studentaid.ed.gov/fafsa/estimate.

You’ll find the bulk of the information you need to calculate your EFC on your most 
recent federal tax form and bank statements. Just be sure to answer all the questions, 
even if you have to estimate. 

You may be surprised that your college savings have a relatively small impact on 
financial aid. In fact, the federal formula factors in just 5.6 percent of assets held 
in a parent’s name. (It taps student-owned assets at 20 percent). 

If you don’t plan on filing the FAFSA because you think you make too much money, 
keep in mind that families earning six figure incomes can qualify for need-based aid if 
there are multiple family members attending college in the same year. Also, colleges 
offer merit aid that is not based on financial need to entice students with desirable 
academic, demographic or geographic characteristics to enroll. Sometimes you need 
to file the FAFSA to be considered for these grants.

Importantly, colleges stress that it’s crucial to file the FAFSA on time. Because schools 
have different deadlines, be sure to check on their websites or call the financial aid 
office to ensure your forms arrive on time. Note, too, that some schools require a 
second financial aid form, the CSS Financial Aid Profile, to be filed through the College 
Board. This form is not free to file. 

EXPLORE 529 COLLEGE SAVINGS PLANS. 

For families who can afford to save all or a substantial portion of expected 
future college costs, the 529 college savings plan’s tax advantages and high 
contribution limits may make it the most tax-efficient investment vehicle for 
college savings. While a 529 plan’s tax deferral gives your assets a chance 
to grow faster than they would in a comparable taxable account, 

withdrawals for qualified education expenses are tax free.8 Some states also offer 
additional tax deductions. And, because 529 plans remain under the account owner’s 
control, assets can be reclaimed at any time by transferring the account to another 
beneficiary or paying ordinary income taxes and a 10 percent penalty on account gains.

Additional 529 college savings plan advantages include high maximum contribution 
limits set by the plans themselves, as high as $475,000 per beneficiary. (Each state 
sets its own limits.) Further, while the annual limitation for tax- free gifts to family 
members is $14,000 per individual per year for 2015, a special gift tax exclusion 
permits five years’ worth of gifts to the beneficiary of a 529 plan, in a single year, 
without triggering the federal gift tax.9 That amounts to $70,000 for individuals and 
$140,000 for married couples. This can make the 529 plan an effective choice for 
grandparents and other family members who may want to help finance college. 

To-Dos and 
Conversation Starters:

� �List the requirements and 
financial aid deadlines for all 
the schools your child is 
applying to.

� �In advance of filing the FAFSA, 
visit college websites and the 
use net price calculators to 
estimate costs.

� �Research merit scholarships 
and consider adding one 
school where merit aid is a 
possibility to your child’s list 
of schools.

To-Dos and 
Conversation Starters:

� �Determine the role of a 
529 college savings plan.

� �Discuss 529 plan investment 
options with your child. 

� �Suggest your child ask 
grandparents and other 
relatives to make birthday 
gifts to his or her 529 plan.8	�	 Earrnings on non-qualified withdrawals are subject to federal income tax and may be subject to a 10 percent federal penalty 

tax. Non-qualified withdrawals may also be subject to state and local income tax. The availability of tax or other benefits 
may be contingent on meeting other requirements.

9	�	 In the event the donor does not survive the five-year period, a pro-rated amount will revert to the donor’s taxable estate. 
Rules regarding gifts and generation skipping transfer tax may apply in the case of a change in beneficiary. You should 
consult with your tax advisor when considering a change of beneficiary.
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SSGA UPROMISE 529 PLAN
P.O. Box 55578 
Boston, MA 02205-5578

800.587.7305 
ssga.upromise529.com/advisor

IMPORTANT RISK INFORMATION

Information represented in this piece does not constitute legal, tax, or investment 
advice. Investors should consult their legal, tax, and financial advisors before making any 
financial decisions.

The statements and opinions expressed are subject to change at any time, based on market 
and other conditions. State Street cannot guarantee the accuracy of completeness of third party 
statements or data.

Investing involves risk including the risk of loss of principal. Investment returns will vary 
depending upon the performance of the Portfolios you choose. Except to the extent of FDIC 
insurance available for the Savings Portfolio, you could lose all or a portion of your money by 
investing in the Plan, depending on market conditions. Account Owners assume all investment 
risks as well as responsibility for any federal and state tax consequences. 

ETFs trade like stocks, fluctuate in market value and may trade at prices above or below the 
ETFs’ net asset value. Brokerage commissions and ETF expenses will reduce returns.

The SSGA Upromise 529 Plan (the “Plan”) is administered by the Board of Trustees of 
the College Savings Plans of Nevada (the “Board”), chaired by Nevada State Treasurer. 
Ascensus Broker Dealer Services, Inc. (ABD) serves as the Program Manager. ABD has overall 
responsibility for the day-to-day operations, including distribution of the Plan and provision of 
certain marketing services. State Street Global Advisors (SSGA) serves as Investment Manager 
for the Plan except for the Savings Portfolio, which is managed by Sallie Mae Bank, and also 
provides or arranges for certain marketing services for the Plan. The Plan’s Portfolios invest in 
either (i) Exchange Traded Funds and mutual funds offered or managed by SSGA or its affiliates; 
or (ii) a Federal Deposit Insurance Corporation (FDIC)- insured omnibus savings account held in 
trust by the Board at Sallie Mae Bank. Except for the Savings Portfolio, investments in the Plan 

are not insured by the FDIC. Units of the Portfolios are municipal securities and the value of units 
will vary with market conditions. 

Investment returns will vary depending upon the performance of the Portfolios you choose. 
Except to the extent of FDIC insurance available for the Savings Portfolio, you could lose all 
or a portion of your money by investing in the Plan, depending on market conditions. Account 
Owners assume all investment risks as well as responsibility for any federal and state 
tax consequences. 

Standard & Poor’s®, S&P® and SPDR® are registered trademarks of Standard & Poor’s Financial 
Services LLC (S&P); Dow Jones is a registered trademark of Dow Jones Trademark Holdings 
LLC (Dow Jones); and these trademarks have been licensed for use by S&P Dow Jones Indices 
LLC (SPDJI) and sublicensed for certain purposes by State Street Corporation. State Street 
Corporation’s financial products are not sponsored, endorsed, sold or promoted by SPDJI, Dow 
Jones, S&P, their respective affiliates and third party licensors and none of such parties make 
any representation regarding the advisability of investing in such product(s) nor do they have any 
liability in relation thereto, including for any errors, omissions, or interruptions of any index. 

For more information about the SSGA Upromise 529 Plan (“the Plan”) 
download the Plan Description and Participation Agreement or request 
one by calling 1-800-587-7305. Investment objectives, risks, charges, 
expenses, and other important information are included in the Plan 
Description; read and consider it carefully before investing. Ascensus 
Broker Dealer Services, Inc. (“ABD”) is distributor of the Plan.

Before investing in the Plan, you should consider whether your client 
or the client’s beneficiary’s home state offers a 529 plan that provides 
its taxpayers with favorable state tax and other benefits that are only 
available through investment in the home state’s 529 plan.

© 2017 State Street Corporation. All Rights Reserved.	 ID8580-SA-2262	 Exp. Date: 01/31/2018	 IBG.PGMC.0615

In more good news, federal financial aid formula treats a 529 
plan for a dependent student as a parental asset. Therefore, no 
more than 5.6 percent of the value of the 529 account is 
considered when determining the Expected Family Contribution 
(EFC) towards college costs. Also, withdrawals from your 
tax-free 529 plan do not add to your family’s income, which 
would reduce the next year’s eligibility for financial aid. (Note, 
though, that withdrawals from a 529 account opened by a 
grandparent do, indeed, count as student income. For that 
reason, many families that receive financial aid choose to 
reserve grandparent accounts for the final year of college when 
they would not be filing a FAFSA to qualify for financial aid for 
the following year.

In conclusion, providing a college education for your children 
is a big dream with a big price tag and families need all the 
planning help they can get. Your trusted advisor can help by 
facilitating discussions with your children and developing a 
comprehensive, multi-generational college funding plan.

Definitions

Qualified Educational Expenses include amounts paid for 
tuition, fees and other related expense for an eligible student 
that are required for enrollment or attendance at an eligible 
educational institution. 

Source: https://www.irs.gov/Individuals/Qualified-Ed-Expenses


