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Overview

AFundamentals of calculating an EFC
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Guiding Principles

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

Family Is expected to
contribute to the extent
It IS able

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

A Definition:

AMeasure of how much the student
and his or her family can be
expected to contribute to the cost
| £/ OEA OOOCAAT 060 A
year.

AThe EFC is calculated according to a
formula specifiedby law.
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What Comprises the EFC?

Basic EFC FormulasFactors of EFC Calculations: Income Protection:

A
A

A

Dependent

Independent w/no
dependent(s)

Independent with
dependent(s)

A  Taxes Paid

Household Size

AGI

Eligible to file a 1040A or EZ
Number in college

Federal Means Test
A State and other Tax allowance

DISOEEIEE Bl (s Protection of Assets:

Total Income: A Age of Student (if independent)
AGI A Age of Older Parent

Wages Earned
Untaxed Income

Additional Financial Information
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EFC : used to Calculate Need

APell eligibility
ANeed versus nomeedbased aid
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Basic EFC Formulas

dependents other than a spouse

TexasAssociation of Siudent Financial Aid Administrators



Test your knowledge
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EFC Calculations S

AThere are 3 special ERClculations

ARegular Formula Takes BOTH income &
assets intoaccount

ASimplified Needs Test (SNT)akes only
Income intoaccount

AAuto-ZeroEFG 3 OOAAT O6 0O %&# EO
automatically zero
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Simplified Needs Test (SNT)

AHow does a student qualify
for SNT?

AMust have income
(AGl/wages) 01$49,999.000r

less

JAY\\ID)

ABe eligible to file a 1040A or
1040EZ

OR

AQualify for a federal means
test bénefit program

OR
ABe a dislocated worker
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Auto-Zero EFC

AHow does a student qualify for Aute
Zero?

AMust have income (AGl/wages) of
$26,000.000r less

AND

ABe eligible to file a 1040A or 1040EZ
OR

AQualify for a federal means tesvenefit
uring

(@] =
ABe a dislocated worker

Only dependent students or independent students with

dependents other than a spouse qualify for an améwo EFC.
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Federal Means Test Benefits

SupplementalSecurity Income
(SSI)

) WI
Temporary Assistance for Needy

Women Infants & Children

Families (TANF)

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

SupplementalNutrition
Assistance Program (SNARka
Food Stamps

FreeReducedPriced School
Lunches

Medicaid
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What is a Dislocated Worker?

A He or she has beetaid off or received a A He or she is thespouse of an active duty
lay-off notice from his/her joh member of the Armed Forces and is
unemployed or underemployed, and is
experiencing difficulty in obtaining or

upgrading employment.

A Heor she isreceiving unemployment
benefits due to being laid off or losing a
job and he or she is unlikely to return to a
previous occupation. A He or she is aisplaced homemakerA

displaced homemaker is generally a person

who previously provided unpaid services to
the family (e.g., a stayat-home mom or
dad), is no longer supported by the

A Heor she is thespouse of an active duty ~ Spouse is unemployed or underemployed,
member of the Armed Forces and has and is having trouble finding or upgrading
experienceda loss of employment employment.
because of relocatingdue to permanent
change in duty station

A He or she iself-employed but is
unemployed due to economic conditions
or natural disaster

*Except for the spouse of an active duty member of the Armed Forces, if a person
quits work, generally he or she isot considered a dislocated worker even if, for
example, the person is receiving unemployment benefits.
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1040, 1040A or 1040EZ7?
ARequiredto file a long form (1040)if:

A Your taxable income is greater than $100,000
A You itemize deductions
A You receive income from the sale of property

AYou have certain types of income, including
that from unreported tips, seltfemployment,
certain norHaxable distributions, a - .
partnership or h T O EZ Ul O6 OA A
beneficiary of an estate or trust

A You owe taxes for the use of a household
employee
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https://www.investopedia.com/terms/s/subchapters.asp

1040, 1040A or 1040EZ?

AYou can use Forni040Aif all of the following apply :

A You are ﬁlin?1 as single, married filing jointly or separately, qualifying widow or
widower, or head of household

A Your taxable income is less than $100,000

A Your income is only from wages, salaries, tips, taxable scholarships and
fellowship grants, interest, ordlnar?/ dividends, capital gains distributions, _
pensions, annuities, IRAs, unemployment compensation, taxable Social Security
or railroad retirement benefits and Alaska Permanent Fund dividends

A9l O AT 160 EOAI EUA AAAOAOEIT O

A91 O AEAIl £ 0O A QA Al adjustment on stock you
acquired by exercising a stock option

A Your only adjustments to income are deductions for an IRA, student loan
Interest, educator expenses and tuition and fees

A The 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
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https://www.investopedia.com/terms/a/alternativeminimumtax.asp

1040, 1040A or 1040EZ?

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

A You are filing as single or married filing jointly

A Your taxable income is less than $100,000

A91 O AI 160 Al AEI AT uUu AA I

A91T O AIi 160 EOAI EUA AAAOAOE]

A You (and your spouse, if filing iointlly() were under age 65 on January 1 of the
y

e
year in which you file, and not legally blind at the end of the tax year for which
you are filing

A Your income comes only from wages, salaries, tips, taxable scholarship and
ge_ll%wsrclllp grants, unemployment compensation or Alaska Permanent Fund
ividends

A Your taxable interest is $1,500 or less

A Your earned tips (if any) are included in boxes 5 and 7 of youW

A9T O AT 160 I xA ET OOAEIT T A AIBPIT Ul AT O OAGAO 11
household employee

A91T O60A 11O A AAAOI O EI A #EAPOAO I3z AAT EOODC

AT AA
|

2
A

TexasAssociation of Sudent Financial Aid Administrators



APPLY YOUR KNOWLEDGE!
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Test Your Federal Formula Knowledge

A Student is married with a child who they support
more than 50%. Student and spouse AGI= $47,000 - / ( - ‘ !/) /7 /?{

they reported $0.00 in assets, and marked yes to | {3 ? .

filling a 1040 however answered yes to being able )7 . 7,2 ? P £

to file a 1040 A or EZ, they answered no to all e (= ? 7 ?

federal means test benefits, and no to being a / 9 Y 4 X ?? 7
~ =\ X

dislocated workerz What is the correct formula? > 7
| NES S
nn" 9 (

)

ASimplifiedNeeds Test (SN)IFormulaB
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Which EFC Calculation?

AThe CPS will assigna  EFC to an
Independent student If:
AMEA OOOAAT O60 AT A OPI
IS £6,000AND
AAnyone counted in the household sized

received a meangested federal benefit
during 201 /0r 2017 (18/19 FAFSA)

ZERO
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Income Protection Allowance

AFM aUtOmatlca”y Table A3: Income Protection Allowance

pr()te CtS a Set htur:eh;]'; lif*nﬂf;::;m Number of college students in the household (FAFSA/SAR #74)
l stud
amount of income | A AT EHNN I KO IO

varied by T St | 51500 | s | memtabi | s
T
number in college |
(called IPA) v [ s [ soom [ swm

Note: For each additional household member, add $4.450.

For each additional college student (except parents), subtract $3,160.
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Asset Protection Allowance '

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

AThe older the student or i [ e o s

. IBusmtessetsf « JGMA and L.ITr'.:1.A
parent, the greater the e e sucn [ 2ccounts for which you

are the custodian, but not
as real estate (other than the OWner

amou nt Of aSSEtS p rOte CteCk‘ mz;%néiagzgrbyr‘;x/\ « The value of life insurance

accounts for which you « Fetirement plans (401[k]

due to anticipated retirement [y BN

bonds. certificates of annuities, non-education
deposit, etc. IRAs, Keogh plans, etc.)
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Table A5: Parents’ Education Savings and
Asset Protection Allowance
for EFC Formula A Worksheet (parents only)

Age of older Allowance if Allowance if Age of older Alfowance if | Allowance if
parent as of | there are two parent as of | there are two there B‘ ﬂn{r
12/3172019* arenis** . 12/31/2019*

—“n“m
— % o w0 % itew [ e ]
[ aw [ g0 | a8 [ rnew [ 6o |
2 | sow [ tooo | 4 | oo [ canw |
2 [ e [ tan |50 | pswo | ese0 |
30 [ ssw [ tgwo | st [ pow [ 670 |
a1 | a0 [ om0 | 52 | 1320 | es0 |
3 [ aew [ o4 | s | s [ 7ow |
33 | ss | os0 | s | o0 [ 7000 |

|_|-

“II“

| 3 | 6600 | | 56 | 14700 | 7500 |
“_II_
| 3% | 7900 | [ 58 | 15500 | 7900 |
“II_
| 39 | 920 | 490 | 60 | 16400 | 8300 |
| 40 [ 9900 | so00 JJ 61 | 16800 | 8500 |
| 41 | w0 | s3o Jf 00 62 | 17300 | 8800 |
| 42 | 10400 | sso0 ] 63 | 17800 | 9.000 |
| 43 | 10600 | se00 ] 64 | 18300 | 9200 |
[ 44 | 10900 | 5700 | 65orolder m
s [ nao | ss0 77—

* Determine the age of the older parent listed in FAFSA/SAR #64 and #68 as of 12/31/2019.
If no parent date of birth is provided, use age 45.

h Ll-J LI-J
I‘-J -n'ﬂ '-Fl

** Use the two parent allowance when the parents™ marital status hsted in FAFSA/SAR #3915
“Marned or remarried” or “Unmarned and both legal parents living together.”

I W\ AU \VIUVUUILALIVIIVI GAUUUITIIL T T ICALTVIGAL 7 Zu

19/20EFC Guide:
Worksheet A

(dependent
students)

Administrators



Apply your knowledge!

TexasAssociation of Siudent Financial Aid Administrators



