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Planning and Paying for College: Investing in Education
Paying for college can seem like a magic act. Between tuition, room and board, books, transportation, technology fees, and countless other expenses, covering them all is a daunting task. Despite this challenge, you do not have to be a magician to fund an education. Diligent preparation coupled with a careful examination of the variety of payment strategies available to you is the key to affording higher education. Throughout this process, remember that college is not just a series of expenses, it is a valuable investment in your or your child’s future.Preparing to Pay


Preparing to pay for college is important for everyone, but it is particularly vital that parents planning to fund their children’s education have given them feasible expectations and sound financial reasoning capabilities. This begins long before your child’s first day on campus and must continue until college is behind them and fully funded.
· Instill financial literacy in your children. Make sure that they understand the basics of the financial system, especially as it pertains to paying for college.
· Explain to them how loans work, and how borrowed money must be paid back with interest. Deter them from accumulating compounding debt.
· Tell them the benefits of accounts that make money by investing, such as IRAs and 401(k)s.
· Be an example of saving early and often. Show your children the value of financial responsibility.
· Give your children practical expectations. The cost of higher education is increasing faster than the inflation rate. By 2033, a private four-year college is expected to cost about $323,000 per year. Be frank with your kids about how much you can contribute to their education. They need to know if they should consider private education or tether their expectations. They also need to know that a higher price tag does not necessarily correspond to better education. As much as you want to give them access to the “best” college, do not forget that you will want to retire one day. It is better to spend conservatively to send them to college than spend beyond your means and saddle them with your living expenses later in life.
· Explore financial aid early in the college search. Ordinarily, the college search begins for high schoolers during their junior year. Have your child complete this checklist at that point:Junior Year Checklist

· Select colleges that you are interested in. Think about location, financial feasibility, academic programs, and general fit.
· Look for financial aid opportunities with your high school counselor. Share your goals and expectations with them.
· Find financial aid information at each of your selected colleges. Research different opportunities and gather application details.
· Collect information and document expenses for completing financial aid forms. You will need your Social Security number, tax returns, bank statements, any record of income, and any other information pertinent to your family’s financial situation.
· Continue seeking financial aid even as the college search winds down. Have your child complete this checklist before or at the beginning of their senior year:Senior Year Checklist

· Obtain all appropriate financial aid forms from each of your selected colleges and complete the FAF, FAFSA, or FFS. Each college will identify which of these is required.
· Pay attention to deadlines. Complete and submit all required forms before the deadlines.
· Track your submit dates. If you have not received a response from a college within eight weeks, do not hesitate to reach out to ensure that your application is in order.
· Stay in touch with the financial aid office during the application process.  Make yourself available should the office contact you.
· Calculate your required monthly 
investment. This is the amount that you Calculating Required Monthly Investment

must invest to ensure that you will be able 
to afford sending your child to school. The 
earlier you start investing, the easier it will (1)
Total Amount Needed
__________
(2)
Number of Years Until College Begins +2 Years

__________
(3)
Return Target for Investment (%)

__________
(4)
Assets Currently Earmarked for Education

__________
(5)
Future Value of Currently Earmarked Assets (using FV of $1 table value x line 4)


__________
(6)
Additional Dollars Required (line 1 – line 5)

__________
(7)
Annual Investment Required (line 6 / FV of an annuity table)


__________
(8)
Monthly Investment Required (line 7 / 12)

__________


be to pay for college.
· To find the total amount needed 
(line 1), use a projected average 
college costs per year table. Use the 
annual cost in the year that your 
child will begin college and add the 
subsequent years that you expect 
them to attend.
· This process required the use of both 
a future value of $1 table and a 
future value of an annuity table.
· If you have multiple children that 
you expect to attend college, this 
process must be repeated for each of 
them, as college costs change every 
year.
· Create a budget. Having a plan to stick to will make saving and investing easier.
Paying for College

Once you have prepared yourself to pay for college, you must select the payment method that works best for you. The method that you choose will be largely dependent on whether you are paying for yourself or your children. Explore each of the following options, making note of which ones appeal to you.529 Plan

· 529 Plan. This is a college savings plan offering tax 
and financial aid benefits. You can think of this plan Pros:





Cons:
Would you use a 529 Plan?
Yes		No


as a Roth IRA for college, as it offers tax-free 
earnings growth and withdrawals when used for
qualified post-secondary education expenses.
· It can be used at any college nationwide, 
and up to $10,000 can be used on 
non-college tuition and fees.
· Qualified expenses include tuition and fees, 
books and materials, room and board, 
computers and related equipment, and internet access.
· Unused funds when the beneficiary graduates? The balance minus income tax plus a penalty for a non-qualified withdrawal can be withdrawn.
· Each state has its own 529 plan, but you can invest in any state’s plan, not just your own. Research which plan would work best for your family.
· 529 plans allow you to pay what you want when you want.
· Coverdell Education Savings Account. This Coverdell ESA

college savings account is like a 529 plan in that Pros:





Cons:
Would you use a Coverdell ESA?
Yes		No


distributions are tax-free at the time of withdrawal. 
· It can go towards primary, secondary, and 
post-secondary education expenses, which 
is useful if the beneficiary plans to attend a 
private high school.
· It is subject to more restrictions than a 529 
plan, such as income level restrictions.
· There is a maximum annual contribution 
much lower than the limit for 529 plans, and if this threshold is breached the beneficiary is responsible for paying a penalty tax.


529 Plan vs. Coverdell ESA
Because 529 plans and Coverdell ESAs are similar in so many ways, understanding what makes them different can be challenging. This chart provides a concise summary of your options:

Any College
Income Restrictions
Maximum Contribution
Non-College Tuition
Non-College Expenses
Investment Selection
529 plan






Coverdell ESA












· Tax Credits. The American Opportunity Tax Credit Tax Credits Phased Out
American Opportunity
Single filers: between $80,000 and $90,000
Joint filers: between $160,000 and $180,000
Lifetime Learning
Single filers: between $56,000 and $112,000
Joint filers: between $110,000 and $130,000
Are you eligible for either of these credits?	Yes		No

and the Lifetime Learning Credit are the primary 
credits that taxpayers can claim for education 
expenses. Both are phased out above certain 
incomes, and they are mutually exclusive.
· American Opportunity allows a parent to 
claim a percentage of a dependent child’s 
college tuition and related expenses for an 
annual $2,500 maximum credit per child.
· Lifetime Learning, which has fewer 
restrictions, allows a taxpayer to claim up to 
$2,000 in tuition and fees for themselves, their spouse, or their dependent children.Saving Bonds Benefits Phased Out
Single filers: between $78,150 and $93,150
Joint filers: between $117,250 and $147,250
Are you eligible for this exclusion?
Yes		No

· Savings Bonds. EE and I bonds purchased after 
1989 by someone at least 24 years old can be 
redeemed tax-free when owners, their spouses, or 
dependents pay for college tuition and fees. 
However, this tax exclusion is phased out at 
certain income levels.
· Loans. There are many different types of student loans available, and each should be thoughtfully considered before you commit to creating debt for yourself. If you decide to take on debt, be sure that you are only borrowing what you really need.
	
	Interest Rate
	Need Consideration
	Borrowing Limits
	Borrower

	Federal Loans*
	Fixed
	Varies
	Varies
	Varies

	Direct Subsidized
	Payments deferred
	Yes
	Up to $57,500 total**
	Undergraduate student

	Direct Unsubsidized
	Low, but paid throughout college
	No
	Up to $57,500 total**
	Undergraduate or graduate student

	Direct PLUS
	Relatively higher
	No
	Cost of attendance minus financial aid
	Parent of undergraduate

	Private Loans
	Often variable, higher than federal rates, interest not subsidized
	No
	Varies by lender, generally cost of attendance minus financial aid
	Student, loans often require a cosigner


*To be eligible for federal loans, students must complete the Free Application for Federal Student Aid (FAFSA).
**The maximum students can borrow depends on their year in school, status as a dependent or independent, and the type of loan they are seeking.
· Scholarships and Grants. Receiving Scholarship Search
www.anthonyoneal.com/scholarships
www.collegescholarships.org/financial-aid
studentaid.gov/understand-aid/types/grants/pell
www.fastweb.com

a scholarship or grant is the ideal 
way to pay for college, as they fund 
education at no cost to the recipient. 
They are, however, only accessible if 
they are sought out. Use this list 
of resources to begin your search.
· IRAs. Early withdrawal penalties are waived to pay for college costs for you, spouse, children, and grandchildren, but income taxes still apply. If you take advantage of this exclusion, you might be foregoing state-specific benefits for alternatives (like 529 plans). Additionally, the amount you withdraw from your IRA counts as income for need-based funding applications (like the FAFSA).
· Alternatives. There are many less traditional routes that you can take to fully fund your education, including an endowed tuition plan, discount opportunities at your selected college, asset/gift plans, work/study programs, and on-campus employment.Resources
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Paying for college can be extremely stressful. Preparation takes years and often requires you to weigh payment options against expected future income. Thinking that far ahead is not easy, but with careful consideration and the proper resources, you can fund the most sensible college experience for you or your child. If you have a question about funding education, please do not hesitate to contact our office for more information or to schedule a consultation. You can reach us by phone at (225) 223-6048 or you can email us at admin@graffinancial.com.






[image: ]Future Value of an Annuity


Graf Financial L.L.C. |  2161 Quail Run Drive, Suite C  |  225-223-6048  |  Fax 225-223-6514
image1.png
I
GRAF FinanciaL LL.C.

Investment Management




image2.png
[2) futurevaluetables.pdf - Adobe Acrobat Reader DC

Ele Edit View Window Help
Home  Tools futurevaluetables.pdf X @ Sign In
e B R Q © 12 A DO =B FTIBILAD [ 3o stare }
Fresent vaiue ana rutre vaiue 1aies
Table A-1 Future Value Interest Factors for One Dollar Compounded at k Percent for n Periods: FVIF,,= (1 + k)"
Export PDF v
(e =2 20 2 T . 2 T 5 T ) e A o M ) [ = A T
1 | 10100 | 1.0200 | 1.0300 | 1.0400 | 1.0500 | 1.0600 | 1.0700 | 1.0800 | 1.0900 | 11000 | 11100 | 11200 | 1.1300 | 1.1400 | 1.1500 | 11600 | 12000 | 1.2400 | 1.2500 | 1.3000 £dit POF
2 | 1.0201 | 1.0404 | 1.0609 | 1.0816 | 11025 | 11236 | 1.1449 | 1.1664 | 1.1881 | 12100 | 12321 | 12544 | 1.2769 | 1.2996 | 1.3225 | 13456 | 1.4400 | 15376 | 1.5625 | 1.6900
3 | 10303 [ 1.0612 | 1.0927 | 11249 | 14576 | 11910 | 1.2250 | 1.2597 | 1.2950 | 13310 | 13676 | 1.4049 | 1.4429 | 1.4815 | 1.509 | 1.5609 | 1.7280 | 19066 | 1.9531 | 24970
4 | 10406 | 1.0824 | 11255 | 11699 | 12155 | 12625 | 13108 | 1.3605 | 1.4116 | 14641 | 15181 | 15735 | 16305 | 1.6890 | 1.7490 | 1.8106 | 2.0736 | 23642 | 2.4414 | 2.8561 Create Db >
5 | 10510 | 11041 | 1.1593 | 1.2167 | 1.2763 | 1.3382 | 1.4026 | 1.4693 | 1.5386 | 16105 | 16851 | 17623 | 1.8424 | 1.9254 | 20114 | 21003 | 24883 | 29316 | 30518 | 3.7129
B comment
6 | 10615 | 1.1262 | 1.1941 | 1.2653 | 13401 | 1.4185 | 1.5007 | 1.5869 | 1.6771 | 17716 | 18704 | 19738 | 2.0820 | 21950 | 23131 | 24364 | 29860 | 3635 | 38147 | 48268
7| 10721 | 1.1487 | 1.2299 | 1.3159 | 14071 | 15036 | 1.6058 | 1.7138 | 1.6280 | 19487 | 20762 | 22107 | 2.3526 | 2.5023 | 2.6600 | 28262 | 35832 | 45077 | 47684 | 62749 Combine Files
8 | 10829 | 14717 | 1.2668 | 1.3686 | 14775 | 15938 | 1.7182 | 1.8509 | 1.9926 | 21436 | 23045 | 2.4760 | 26584 | 2.8526 | 3.0590 | 3784 | 42998 | 55695 | 59605 | 8.1573
9 | 10937 | 1.1951 | 1.3048 | 14233 | 15513 | 1.6895 | 1.8385 | 1.9990 | 21719 | 23579 | 25580 | 27731 | 3.0040 | 3.2519 | 35179 | 3.8030 | 51598 | 69310 | 7.4506 | 10.604 .
10| 11046 | 1.2190 | 1.3439 | 14802 | 1.6289 | 1.7908 | 1.9672 | 2.1589 | 2.3674 | 2.5037 | 2.8394 | 31058 | 3.3946 | 3.7072 | 40456 | 44114 | 61917 | 85944 | 93132 | 13786 Organize Pages
11| 14157 | 12434 | 13842 | 15395 | 17103 | 1.8983 | 21049 | 23316 | 2.5804 | 28531 | 31518 | 3.4785 | 38359 | 42262 | 46524 | 51173 | 7.4301 | 10657 | 11642 | 17922 L Redact
12| 11268 | 12682 | 14258 | 16010 | 17959 | 20122 | 2.2522 | 25182 | 2.8127 | 31384 | 34985 | 38960 | 43345 | 48179 | 53503 | 59360 | 89161 | 13215 | 14552 | 23.298
13 | 14381 | 12936 | 14685 | 16651 | 1.8856 | 21329 | 2.4098 | 2.7196 | 3.0658 | 34523 | 38833 | 43635 | 48980 | 5.4924 | 61528 | 68858 | 10699 | 16386 | 18190 | 30.288 Protect
14 | 11495 | 13195 | 15126 | 17317 | 19799 | 22609 | 2.5785 | 29372 | 33417 | 37975 | a3104 | 48871 | 55348 | 6.2613 | 7.0757 | 7.9875 | 12.839 | 20319 | 22737 | 39374
15| 14610 | 13459 | 1.5580 | 18009 | 20789 | 23966 | 2.7590 | 3.1722 | 3.6425 | 41772 | 47845 | 54736 | 6.2543 | 7.1379 | 81371 | 92655 | 15407 | 25196 | 28.422 | 51.186 =
» {2 Compress PDF
16 | 14726 | 13728 | 16047 | 18730 | 21829 | 25404 | 2.9522 | 3.4259 | 3.9703 | 45950 | 53109 | 61304 | 7.0673 | 8.1372 | 9.3576 | 10.748 | 18.488 | 31243 | 35507 | 66542
7| 11843 | 14002 | 16528 | 19479 | 22920 | 26928 | 31588 | 3.7000 | 43276 | 50545 | 58951 | 6.8660 | 7.9861 | 9.2765 | 10.761 | 12.468 | 22186 | 38741 | 44.409 | 86.504 Fill & Sign
18 | 11961 | 14282 | 17024 | 20258 | 2.4066 | 28543 | 3.3799 | 3.9960 | 47171 | 55599 | 6.5436 | 7.6900 | 9.0243 | 10.575 | 12.375 | 14463 | 26623 | 48039 | 55511 | 112455
19 | 12081 | 14568 | 17535 | 21068 | 25270 | 3.0256 | 36165 | 43157 | 51417 | 61159 | 7.2633 | 8:6128 | 10197 | 12.056 | 14232 | 16777 | 31948 | 59568 | 69.389 | 146192 § Scan & OCR
20 | 12202 | 14859 | 1.8061 | 21911 | 26533 | 3.2071 | 3.8697 | 4.6610 | 56044 | 6.7275 | 8.0623 | 9.6463 | 11.523 | 13.743 | 16367 | 19.461 | 38.338 | 73.864 | 86.736 | 190.050
21 [ 12324 [ 15157 | 1.8603 [ 22788 | 27860 | 33996 | 41406 [ 50338 [ 6.1088 | 7.4002 | 8.9492 | 10.604 [ 13.021 | 15.668 | 18.622 [ 22.574 | 46.005 | 91.592 [ 108.420 | 247.065 Seidifor Comments
22 | 12847 | 15460 | 19161 | 23699 | 2.9253 | 36035 | 44304 | 54365 | 6.6586 | 8.1403 | 9.933 | 12100 | 14714 | 17.861 | 21.645 | 26186 | 55.206 | 113,574 135525 | 321184
23 | 12572 | 15769 | 19736 | 2.4647 | 3.0715 | 38197 | 47405 | 58715 | 7.2579 | 8.9543 | 11.0%6 | 13.552 | 16.627 | 20.362 | 24.891 | 30376 | 66.247 | 140.831 | 169.407 | 417539 /% More Tools
24| 12697 | 16084 | 20328 | 25633 | 3.2251 | 40489 | 50724 | 63412 | 7.9111 | 9.8497 | 12.239 | 15.179 | 18.788 | 23.212 | 28.625 | 35.236 | 79.497 | 174631 | 211.758 | 542.801
25 | 12824 | 16406 | 20938 | 26658 | 3.3864 | 42919 | 54274 | 6.8485 | 8.6231 | 10.835 | 13.585 | 17.000 | 21.231 | 26462 | 32919 | 40.874 | 95396 | 216542 | 264.698 | 705.641
30| 13478 | 18114 | 24273 | 32434 | 43219 | 57435 | 7.6123 | 10063 | 13268 | 17.449 | 2289 | 29.950 | 39.116 | 50.950 | 66212 | 85.850 | 237.376 | 634820 | 807794 | *
35 | 14166 | 19999 | 28139 | 39461 | 55160 | 7.6861 | 10,677 | 14785 | 20414 | 28102 | 38.575 | 52800 | 72.069 | 98.100 | 133.176 | 180.314 | 590,668 | - -
36 | 14308 | 20399 | 28983 | 41039 | 57918 | 81473 | 11.424 | 15968 | 22251 | 30913 | 42.818 | 59.136 | 61.437 | 111834 | 153152 | 209.164 | 708.802 | - - -
40| 14889 | 22080 | 32620 | 48010 | 7.0400 | 10.286 | 14974 | 21725 | 31409 | 45259 | 65001 | 93.051 | 132782 | 188.884 | 267.864 | 378.721| * - - -
50 | 16446 | 26916 | 43839 | 71067 | 11467 | 18.420 | 29.457 | 46.902 | 74.358 | 117.391 ] 184565 | 289.002 | 450.736 | 700233 | * - - - - - C"fz':“:i'a"g"::"’?:‘ff‘
Table A-2 Future Value Interest Factors for a One-Dollar Annuity Compouned at k Percent for n Periods: FVIFA .= [(1+ k)"~ 1]/k
[Period | 1% | 2% | 3% | 4% | 5% | 6% | 7% | 8% | 9% | 10% | 11% | 12% | 13% | 14% | 15% | 16% | 20% | 24% | 25% | 30% |





image3.png
[2) futurevaluetables.pdf - Adobe Acrobat Reader DC

File Edit View

Home  Tools

w ® B8 EQ

dow _Help

futurevaluetables.pdf x

(©]

rBoO@®

B 2 & 9

Table A-2 Future Value Interest Factors for a One-Dollar Annuity Compouned at k Percent for n Periods: FVIFA, ,=[(1+k)"-1]/k
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50 | 64.463 | 84579 | 112.797 | 152.667 | 209.348 | 290.336 | 406.529 | 573.770 | 815.084 |~ - - - - - - - - - -
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