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Looking for Financial Aid? 

With the skyrocketing costs of college tuition and fees, it is becoming more difficult for the average 

American family to afford a college education for their children. 

As you sit down with your child and begin navigating the complex student financial aid paperwork, 

you might want to start with the Free Application for Federal Student Aid (FAFSA).  This form is 

available through the Internet and will immediately identify mistakes and save the student’s 

information, so that you do not have to start from scratch each year. 

One study showed that 850,000 students who didn’t file the FAFSA form would have been eligible 

for federal Pell Grants.  This program is the largest federal grant program available to students.  

Unlike loan funding, these grants do not have to be repaid. 

Scholarships, grants and loans aren’t just given to the really brainy or star jocks. Every year, millions 

of dollars are granted to college-bound students with all types of qualifications.  

GRANTS: No repayment necessary 

Federal Pell Grant: If you meet federal criteria for financial need you can automatically receive 

this grant. The amount you get will depend on your financial need, school costs, your full-time or 

part-time status and your plans to attend school for a full academic year or less. 

Federal SEOG (Supplemental Education Opportunity Grant): This grant is for undergraduates 

with exceptional financial need. How much you get depends on when you apply, your financial 

need, funding at the school you're attending, and the policies of the financial aid office at your 

school. 

NOTE: Federal Pell and Federal SEOG’s are administered by your school. They will credit your 

college account, pay you directly (usually by check), or combine these methods. Disbursements must 

be made at least once per term. Schools that do not use semesters, trimesters, or quarters must 

disburse funds at least twice per academic year. 

Academic Competitiveness Grant: This grant is awarded in addition to the Pell Grant. It provides 

limited funding for the first and second year of undergraduate study to full-time students who are 

Pell Grant eligible and who had successfully completed a rigorous high school program, as 

determined by the state or local education agency and recognized by the Secretary of Education. 

Second year students must maintain a cumulative grade point average (GPA) of at least 3.0.  

National Smart Grant: This grant award is in addition to the Pell Grant. It provides limited funding 

for the third and fourth year of undergraduate study to full-time students who are Pell Grant eligible 

and are majoring in physical, life, or computer sciences, mathematics, technology, engineering or in 

a foreign language determined critical to national security. The student must also have maintained a 

cumulative grade point average (GPA) of at least 3.0 in coursework required for the major. 

Institutional Grants: Colleges and universities provide institutional grants to help make up the 

difference between college costs and what a family can be expected to contribute through income, 

savings, loans, and student earnings. Other institutional grants, known as merit awards or merit 

scholarships, are awarded on the basis of academic achievement.  

Some merit awards are offered only to students whose families demonstrate financial need; others 

are awarded without regard to a family's finances. Some grants come with special privileges or 

obligations. You'll want to find out about the types of grants awarded by each college you are 

considering. 
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APPLYING FOR FINANCIAL AID 

You should apply for aid every year, even if you think you don't qualify since there are many factors 

affecting your eligibility. For example, a student who didn't qualify one year might become eligible 

during the next year when a brother or sister enrolls in college. A change in family financial 

circumstances might affect your eligibility for student aid. 

To apply for student financial aid from the federal government, including the Pell Grant, Perkins 

Loan, Stafford Loan and work-study, you will need to submit the Free Application for Federal 

Student Aid (FAFSA). There is no charge for submitting this form. The FAFSA is also required by 

all state and many school student assistance programs.  

LOANS: Must be repaid 

The main federal loan for students is called the Stafford Loan and has two variations: 

 Federal Direct Student Loan Program (FDSLP) is provided by the U.S. government 

directly to students and their parents and is administered by "Direct Lending Schools."  

 Federal Family Education Loan Program (FFELP) is provided by private lenders, such as 

banks, credit unions and savings & loan associations. These loans are guaranteed against 

default by the federal government.  

Stafford Loans have a fixed interest rate and all lenders offer the same rate, although some give 

discounts for on-time and electronic payment. There are also loan fees of 4% which are deducted 

from the disbursement check. These fees consist of a 3% origination fee and a 1% default fee. The 

origination fee will slowly be phased out by July 1, 2010.  

Repayment begins six months after the student graduates, leaves school, or drops below half-time 

enrollment. The standard repayment term is 10 years, although one can get access to alternate 

repayment terms (extended, graduated and income contingent repayment) by consolidating the loans.  

All Stafford Loans are either subsidized (the government pays the interest while you're in school) or 

unsubsidized (you pay all the interest, although you can have the payments deferred until after 

graduation).  

To receive a subsidized Stafford Loan, you must be able to demonstrate financial need. An 

unsubsidized loan is not based on need, all students are eligible. Many students combine subsidized 

loans with unsubsidized loans to borrow the maximum amount permitted each year. 

With the unsubsidized Stafford Loan, you can defer payments until after graduation by capitalizing 

the interest. This adds the interest payments to the loan balance, increasing the size and cost of the 

loan. If you choose to pay the interest as it accrues, you will repay less in the long run.  

Federal Perkins Loan: A low-interest loan for undergraduate and graduate students with 

exceptional financial need. The amount you receive depends on when you apply, your financial 

need, and the funding level at the school. It is a subsidized loan (the government pays the interest 

while you're in school). There are no origination or default fees.  

Your school will either pay you directly (usually by check) or apply your loan to your school 

charges. You'll receive the loan in at least two payments during the academic year.  

If you're attending school at least half time, you have nine months after you graduate, leave school, 

or drop below half-time status before you must begin repayment. This is called "grace period." If 

you're attending less than half time, check with your college or career school to find out how long 

your grace period will be. The standard repayment term is 10 years. 
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Federal PLUS Loans: The Parent Loan for Undergraduate Students (PLUS) lets parents with 

dependent students borrow money to supplement their children’s financial aid packages up to the full 

cost of attendance. Eligibility depends on a modest credit check to determine if the parent has an 

adverse credit history.  

The advantages of the PLUS include: 

 PLUS is not based on income or assets 

 PLUS borrowers do not need collateral 

 PLUS offer a competitive, variable interest rate that is adjusted each July 

 PLUS interest may be tax-deductible 

 The loan is in the parent’s name instead of the student’s 

 Parents may take up to 10 years to repay the loan 

 There is no pre-payment penalty 

If denied a PLUS loan, or the college financial aid administrator determines the parents are likely to 

be denied, the student becomes eligible for increased Stafford Loan limits. Only one parent needs to 

apply for and be denied a PLUS loan. However, if one parent is denied a PLUS loan and the other is 

approved for a PLUS loan, the student is not eligible for increased Stafford Loan limits.  

PLUS Loans have a fixed interest rate that is not subsidized while the student is in school and there 

are loan fees of 4% deducted from each disbursement check. Repayment begins 60 days after the 

funds are fully disbursed, and the repayment term is up to 10 years. There is no grace period. Some 

lenders allow parents to defer payment on the PLUS Loan while the student is enrolled in school by 

capitalizing the interest.  

OTHER OPTIONS 

Federal Work-Study (FWS): Provides jobs for undergraduate and graduate students with financial 

need, allowing you to earn money to help pay education expenses. Community service and work 

related to your course of study is encouraged. 

No FWS student may be paid by commission or fee. Your school must pay you directly (unless you 

direct otherwise) and at least monthly. The amount you earn can't exceed your total FWS award. 

Coverdell Education Savings Account—Up to $2,000 pre-tax can be invested annually in an 

“Education IRA”, which can be used to cover not only college expenses, but K-12 expenses, too.  

Income from these accounts is tax-free when used to pay for allowed expenses. 

EE US Savings Bonds—Interest earned from these bonds may be excluded from income if used to 

pay for qualified higher education expenses. 

Uniform Gift to Minors Act (UGMA)—Allows parents to make a joint tax-free gift of $22,000 

each year per child without affecting their lifetime gifting exemption.  The downside to the option is 

loss of parental control when a child reaches 21 years of age.  The child gains control of the money 

and may decide that a $40,000 car is more important than a college education.  

Prepaid Tuition Plans—Many states now offer these plans which allow parents to pay tomorrow’s 

tuition costs at today’s price.  The major drawback with this type of plan is that some colleges will 

not guarantee increases in costs will be covered, so you might end up on the short end of the 

financial stick.  Also, these plans reduce a child’s eligibility for financial aid based on dollar 

amounts.  While parents can receive a refund if the child decides to forego college, they might not 

receive all of their interest accrued and may be charged a cancellation fee.  
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Don’t forget to use the Internet to access thousands of sites dedicated to financing college 

education.  Consult your financial planner or visit with the financial aid office at the college or 

university your child plans to attend.   

References/Websites 
To speak with a person about financial aid, call: 1.800.4.FEDAID (1.800.433.3243) 

Or go online to: 

www.studentaid.gov  

www.careeronestop.org  

www.collegeanswer.com  

www.collegeboard.com  

www.collegefortexans.com  

www.savingforcollege.com  

www.fastweb.com  

www.finaid.org 

 

The Texas B-On-Time Loan Program 
The Texas B-On-Time (BOT) Loan Program provides zero-interest loans to Texas undergraduate 

students. Since the program is designed to encourage Texas students to complete college in a timely 

manner while meeting high standards, the loan can be converted to a grant for students who meet 

certain requirements. 

Specifically, for loan forgiveness, students must graduate with a 3.0 grade point average (on a 4.0 

point scale) and must: 

 Finish within a specified length of time after they enter school (two calendar years for 

programs at public or private 2-year institutions, four calendar years for most bachelor’s 

degree programs, and five calendar years for programs that require a longer period of study), 

or 

 Finish with no more than six credit hours beyond what is required to complete their degree or 

certificate. 

Either way, this program is a good deal for Texas students. If you qualify for forgiveness, you won’t 

have to pay back the BOT loan, and graduating within the specified time period may mean that you 

start working and earning a paycheck earlier than you would have otherwise. If you don’t qualify for 

forgiveness, you’ve still financed part of your college education with a zero-interest loan, and you 

literally can’t get a better interest rate than that. 

Note that the BOT program is not an entitlement program. It is dependent on funding from the Texas 

Legislature and is currently funded at a level that does not meet the full demand for loans.  

Availability of funds at a particular school is based on whether the school is participating in the 

program and the amount of appropriations the school has received. So, applicants for these loans are 

strongly encouraged to apply early. 

For more information and to apply for a BOT loan, go here. 

http://www.studentaid.gov/
http://www.careeronestop.org/
http://www.collegeanswer.com/
http://www.collegeboard.com/
http://www.collegefortexans.com/
http://www.savingforcollege.com/
http://www.fastweb.com/
http://www.finaid.org/
http://www.hhloans.com/index.cfm?objectid=B00C090D-E45D-4F4B-89DA195959930185
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The Texas College Access Loan Program 
When you apply for financial aid for college using the Free Application for Federal Student Aid, 

or FAFSA, the Department of Education estimates how much you and your family can afford to 

spend on your upcoming year of education, also known as your expected family contribution, or 

EFC. Your school then subtracts your EFC from the cost of attendance (COA). This difference 

between your COA and your EFC is your financial need. Your school tries to meet your need, 

depending on your eligibility, by awarding grants, scholarships, and/or federal student loans. For 

many students, the amount of aid awarded by the school is not enough to fill the gap between cost 

and aid. Moreover, sometimes the EFC is more than a family can pay out of pocket, which makes 

paying for college difficult. 

The Texas College Access Loan (CAL) Program is designed to help with this situation. Families 

may use the CAL to make up part or all of the gap between cost and aid, or even to replace what 

they are expected to pay (the EFC). While families do not have to demonstrate financial need, be 

aware that either the student borrower or a loan cosigner needs to demonstrate a good credit record 

to be eligible for the loan. 

Students who qualify for the CAL can enjoy benefits they might not receive from privately issued 

loans, such as a fixed interest rate of 5.25 percent, a six-month grace period after the borrower leaves 

school, no interest capitalization, and several repayment plan options. 

For more information and to apply for a CAL Program loan, go here. 

SOURCE: http://www.aie.org/AIEmail/2012/july/11/Texas-student-loan-programs.cfm  

http://www.aie.org/paying-for-college/applying-for-aid/fafsa.cfm
http://www.aie.org/paying-for-college/applying-for-aid/fafsa.cfm
http://www.hhloans.com/index.cfm?ObjectID=21A41908-C7D3-A868-66FB91774CF078CB
http://www.aie.org/AIEmail/2012/july/11/Texas-student-loan-programs.cfm

