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Overview

ÅDefinition of Need Analysis

ÅFactors that make up the EFC 
calculation and why they are 
important

ÅThe various federal formulas

ÅFundamentals of calculating an EFC
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What is Need Analysis?

ÅDefinition: 
ÅThe process of determining the 

student's Expected Family 
Contribution (EFC) based on the 
formula established by Congress.  
Also known as Federal Need Analysis 
Methodology and Federal 
Methodology, or FM.
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Guiding Principles

ÅPrimary responsibility to 
pay for education rests 
with the student and 
parents/family

ÅFamily is expected to 
contribute to the extent 
it is able

ÅFamilies must be 
evaluated in an equitable 
manner
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Expected Family Contribution (EFC)

ÅDefinition : 

ÅMeasure of how much the student 
and his or her family can be 
expected to contribute to the cost 
ÏÆ ÔÈÅ ÓÔÕÄÅÎÔȭÓ ÅÄÕÃÁÔÉÏÎ ÆÏÒ ÔÈÅ 
year. 

ÅThe EFC is calculated according to a 
formula specified by law.
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What Comprises the EFC?

Basic EFC Formulas:
Å Dependent 

Å Independent w/no 
dependent(s)

Å Independent with 
dependent(s)

Income Protection:

Å Taxes Paid

Å Household Size

Å Number in college

Å State and other Tax allowance

Protection of Assets:

Å Age of Student (if independent)

Å Age of Older Parent

Factors of EFC Calculations:

À AGI

À Eligible to file a 1040A or EZ

À Federal Means Test

À Dislocated Worker

Total Income:

À AGI

À Wages Earned

À Untaxed Income

À Additional Financial Information
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EFC : used to Calculate Need

Cost of Attendance
(minus) EFC

Need

ÅThe EFC determines:
ÅPell eligibility
ÅNeed versus non-need-based aid
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Basic EFC Formulas

ÅFormula A

ÅFor dependent students

ÅFormula B

ÅFor independent students without 
dependents (other than a spouse)

ÅFormula C

ÅFor independent students with 
dependents other than a spouse
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Test your knowledge

True or False?
The same EFC calculation is 

used for all students

ÅFalse
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EFC Calculations

ÅThere are 3 special EFC Calculations

ÅRegular Formula: Takes BOTH income & 
assets into account

ÅSimplified Needs Test (SNT):Takes only 
income into account

ÅAuto-Zero EFCȡ 3ÔÕÄÅÎÔȭÓ %&# ÉÓ 
automatically zero
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Simplified Needs Test (SNT)

ÅHow does a student qualify 
for SNT?
ÅMust have income 

(AGI/wages) of $49,999.00 or 
less

AND
ÅBe eligible to file a 1040A or 

1040EZ
OR
ÅQualify for a federal means 

test benefit program
OR
ÅBe a dislocated worker
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Auto -Zero EFC

ÅHow does a student qualify for Auto-
Zero?
ÅMust have income (AGI/wages) of 

$26,000.00 or less
AND
ÅBe eligible to file a 1040A or 1040EZ
OR
ÅQualify for a federal means test benefit 

during 
OR
ÅBe a dislocated worker

Only dependent students or independent students with 
dependents other than a spouse qualify for an auto-zero EFC.
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Federal Means Test Benefits

Å Supplemental Security Income 
(SSI)

Å Temporary Assistance for Needy 
Families (TANF)

Å Special Supplemental Nutritional 
Program for Women, Infants & 
Children (WIC)

Å SupplementalNutrition 
Assistance Program (SNAP) aka
Food Stamps

Å Free Reduced-Priced School 
Lunches

Å Medicaid
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What is a Dislocated Worker?

ÅHe or she has been laid off or received a 
lay-off notice from his/her job.

ÅHe or she is receiving unemployment 
benefits due to being laid off or losing a 
job and he or she is unlikely to return to a 
previous occupation.

ÅHe or she is self-employed but is 
unemployed due to economic conditions 
or natural disaster.

ÅHe or she is the spouse of an active duty 
member of the Armed Forces and has 
experienced a loss of employment 
because of relocatingdue to permanent 
change in duty station.

ÅHe or she is the spouse of an active duty 
member of the Armed Forces and is 
unemployed or underemployed, and is 
experiencing difficulty in obtaining or 
upgrading employment.

ÅHe or she is a displaced homemaker. A 
displaced homemaker is generally a person 
who previously provided unpaid services to 
the family (e.g., a stay-at-home mom or 
dad), is no longer supported by the 
spouse, is unemployed or underemployed, 
and is having trouble finding or upgrading 
employment.

*Except for the spouse of an active duty member of the Armed Forces, if a person 
quits work, generally he or she is not considered a dislocated worker even if, for 
example, the person is receiving unemployment benefits.
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1040, 1040A or 1040EZ?

ÅRequired to file a long form (1040) if:

ÅYour taxable income is greater than $100,000

ÅYou itemize deductions

ÅYou receive income from the sale of property

ÅYou have certain types of income, including 
that from unreported tips, self-employment, 
certain non-taxable distributions, a 
partnership orS corporationȟ ÏÒ ÉÆ ÙÏÕȭÒÅ Á 
beneficiary of an estate or trust

ÅYou owe taxes for the use of a household 
employee

https://www.investopedia.com/terms/s/subchapters.asp
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1040, 1040A or 1040EZ?

ÅYou can use Form 1040A if all of the following apply :

ÅYou are filing as single, married filing jointly or separately, qualifying widow or 
widower, or head of household
ÅYour taxable income is less than $100,000
ÅYour income is only from wages, salaries, tips, taxable scholarships and 

fellowship grants, interest, ordinary dividends, capital gains distributions, 
pensions, annuities, IRAs, unemployment compensation, taxable Social Security 
or railroad retirement benefits and Alaska Permanent Fund dividends
Å9ÏÕ ÄÏÎȭÔ ÉÔÅÍÉÚÅ ÄÅÄÕÃÔÉÏÎÓ
Å9ÏÕ ÄÉÄÎȭÔ ÈÁÖÅ ÁÎalternative minimum tax (AMT)adjustment on stock you 

acquired by exercising a stock option
ÅYour only adjustments to income are deductions for an IRA, student loan 

interest, educator expenses and tuition and fees
ÅThe only credits you claim are for child and dependent care expenses, EIC, the 

elderly or the disabled, education, child tax credit, premium tax credit (for 
insurance purchased on the health insurance marketplace) or the retirement 
savings contribution credit

https://www.investopedia.com/terms/a/alternativeminimumtax.asp
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1040, 1040A or 1040EZ?

ÅYou can use Form 1040EZ if all of the following apply:

ÅYou are filing as single or married filing jointly
ÅYour taxable income is less than $100,000
Å9ÏÕ ÄÏÎȭÔ ÃÌÁÉÍ ÁÎÙ ÄÅÐÅÎÄÅÎÔÓ
Å9ÏÕ ÄÏÎȭÔ ÉÔÅÍÉÚÅ ÄÅÄÕÃÔÉÏÎÓ
ÅYou (and your spouse, if filing jointly) were under age 65 on January 1 of the 

year in which you file, and not legally blind at the end of the tax year for which 
you are filing
ÅYour income comes only from wages, salaries, tips, taxable scholarship and 

fellowship grants, unemployment compensation or Alaska Permanent Fund 
dividends
ÅYour taxable interest is $1,500 or less
ÅYour earned tips (if any) are included in boxes 5 and 7 of your W-2
Å9ÏÕ ÄÏÎȭÔ Ï×Å ÈÏÕÓÅÈÏÌÄ ÅÍÐÌÏÙÍÅÎÔ ÔÁØÅÓ ÏÎ ×ÁÇÅÓ ÙÏÕ ÐÁÉÄ ÔÏ Á 

household employee
Å9ÏÕȭÒÅ ÎÏÔ Á ÄÅÂÔÏÒ ÉÎ Á #ÈÁÐÔÅÒ ΣΣ ÂÁÎËÒÕÐÔÃÙ ÃÁÓÅ ÆÉÌÅÄ ÁÆÔÅÒ /ÃÔȢ ΣΨȟ ΤΡΡΧ



TexasAssociationof Student Financial Aid Administrators

Which EFC calculation is 
used?

APPLY YOUR KNOWLEDGE!
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Test Your Federal Formula Knowledge

ÅStudent is married with a child who they support 
more than 50%. Student and spouse AGI= $47,000, 
they reported $0.00 in assets, and marked yes to 
filling a 1040 however answered yes to being able 
to file a 1040 A or EZ, they answered no to all 
federal means test benefits, and no to being a 
dislocated worker ɀWhat is the correct formula?

ÅSimplified Needs Test (SNT)/Formula B
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Which EFC Calculation?

ÅThe CPS will assign a  _____ EFC to an 
independent student if:

Å4ÈÅ ÓÔÕÄÅÎÔȭÓ ÁÎÄ ÓÐÏÕÓÅȭÓ ÃÏÍÂÉÎÅÄ !') 
is $26,000 AND

ÅAnyone counted in the household sized 
received a means-tested federal benefit 
during 2017 or 2017 (18/19 FAFSA) 

ZERO
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Income Protection Allowance

ÅFM automatically 
protects a set 
amount of income 
varied by 
household sizeand 
number in college
(called IPA)
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Asset Protection Allowance

ÅAsset Protection:  Dept of 
Ed automatically protects a 
set amount of assets based 
on the age of independent 
students or parents of 
dependent students
ÅThe older the student or 

parent, the greater the 
amount of assets protected ɀ
due to anticipated retirement



TexasAssociationof Student Financial Aid Administrators

Asset Protection 
Table

19/20 EFC Guide: 
Worksheet A 
(dependent 
students)
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Apply your knowledge!

ÅPrefilled 1920 FAFSA

Å2019-2020 EFC Formula 
Guide

ÅHand Calculate the EFC 
for Mr. Rudder!


