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2019 GUIDE TO COLLEGE PLANNING
With college costs steadily rising, a four-year education has become an increasingly expensive proposition. Over the last 10 years, published tuition
and fees plus room and board (TFRB) expenses have increased annually at 2.6 percent above inflation for public four-year institutions and at 2.3
percent above inflation for private nonprofit four-year institutions.

Average Estimated Full-Time Undergraduate Expenses (2018-2019)
Public Two-Year

$17,930
$26,646

Public Four-Year
(In State)

$25,890

Public Four-Year
(Out of State)

$39,598

$38,475

Current (2018-2019)

$57,178

$41,950

Private NonProfit Four-Year

Estimated Future Cost
(9 Years)

$62,342

$52,500

$78,020

Four Reasons Why Costs Are Rising
•

Spending to attract the best students

•

Hiring to reduce student-to-faculty ratios

•

Colleges are receiving less financial support from States

•

Colleges are attracting more international students, willing to pay higher tuition.

Calculations for estimated future college costs assume a 4.5% annualized increase
Source: College Board Trends in Annual Pricing 2018

Estimated Future Cost
(18 Years)

$92,646

$115,945
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Sticker Price vs. Actual Costs
While college expenses have continued to increase, financial aid and tax benefits have helped to contain actual (net) costs.
2018-2019 Public 4-Year
Published Tuition & Fees plus Room & Board (TFRB)
Less: Grant Aid & Tax Benefits
Net Tuition & Fees plus Room & Board

Source: College Board Trends in Annual Pricing 2018

21,370
(6,490)
14,880

2018-2019 Private Non-Profit 4-Year
Published Tuition & Fees plus Room & Board (TFRB)
Less: Grant Aid & Tax Benefits
Net Tuition & Fees plus Room & Board

48,510
(21,220)
27,290
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Saving for College
Assumptions:
• Annual cost of college is $40,000 per year
• Annual cost of college increases by 4.5 percent per year
• College savings (529 Plan, etc.) annualize at 6.0 percent per year
• Parent(s)/Guardian(s) wish to fully fund college education
Years
until College
18
17
16
15
14
13
12
11
10
9
8
7
6
5

$0
Beginning
Balance
$912
$957
$1,008
$1,065
$1,130
$1,204
$1,291
$1,394
$1,516
$1,666
$1,852
$2,092
$2,411
$2,858

$10,000
Beginning
Balance
$836
$879
$927
$980
$1,042
$1,112
$1,194
$1,290
$1,405
$1,546
$1,721
$1,946
$2,246
$2,664

$25,000
Beginning
Balance
$723
$762
$805
$854
$909
$973
$1,047
$1,134
$1,239
$1,366
$1,524
$1,727
$1,997
$2,374

$50,000
Beginning
Balance
$533
$566
$602
$643
$689
$742
$803
$875
$961
$1,066
$1,195
$1,362
$1,583
$1,891

$75,000
Beginning
Balance
$344
$370
$399
$432
$469
$511
$559
$616
$684
$765
$867
$997
$1,168
$1,408

Hypothetical illustration only. Actual results may vary based on a variety of factors (annual performance of savings, annual college cost increases, etc.)
These returns are hypothetical and do not represent returns earned by clients of DiMeo Schneider & Associates, L.L.C.

Online College Savings Calculators:
• https://vanguard.wealthmsi.com/csp.php
• https://www.savingforcollege.com/calculators/worlds-simplest-college-cost-calculator

$100,000
Beginning
Balance
$154
$174
$196
$221
$248
$280
$315
$357
$406
$465
$538
$631
$754
$925

COLLEGE SAVINGS OPTIONS
% of Parents
who own an
account

37%

22%

529 Plan
• Tax-free investing and distribution for qualified college education expenses, as well as
distributions up to $10,000 per child per year for K-12 expenses.
• With limited exceptions, non-qualified withdrawals are taxed as ordinary income plus a 10
percent penalty on the earnings.
• Can change beneficiaries.
• Investment allocation can be changed up to twice per year for previously invested funds.
• No income limits for contributors. Special provisions allows for up to 5 years of annual gift
exclusions to be made ($75k as individual, $150k as a couple).
• 49 states offers a 529 plan and there are 34 states that offer resident tax benefits
o Illinois: IL taxpayers can deduct up to $10,000 (single) or $20,000 (MFJ) per year for
aggregate contributions to Illinois 529 plans. (Rollovers – contributions only, not earnings
– from other state 529 plans qualify for the deduction.)
o Seven states offer taxpayers a deduction for contributions to any state’s 529 plan:
Arizona, Arkansas, Kansas, Minnesota, Missouri, Montana, and Pennsylvania.
o Seven states currently have a state income tax, but do not offer a deduction for
contributions: California, Delaware, Hawaii, Kentucky, Maine, New Jersey, and North
Carolina.

Custodial Account (UGMA/UTMA)
• Funds must be used for child’s benefit, not
necessarily for college

• Income taxed at trust rates under the
2017 Tax Cuts & Jobs Act
• High impact to financial aid eligibility
• Child assumes full control at age of
majority (generally, age 18 or 21)
Source: JPMorgan College Planning Essentials, 2017
1. Does not represent return earned by DiMeo Schneider & Associates, L.L.C. clients

2019 Tax Rates

Custodial (Trust Rates)

10%

$0 - $2,600

24%

$2,600 - $9,300

35%

$9,300 - $12,750

37%

$12,750 +

529 Gift Example
Contributing $75,000 to a 529
plan at a child’s birth may
provide for 99 percent
($214,075) of the projected
four-year public college costs,
assuming a 6 percent annual
investment return,
compounded monthly.1

529 Rankings
2018 Morningstar Gold Plans
Gold Rated Funds

State

Virginia Invest 529 Plan

VA

Vanguard 529 College Savings
Plan

NV

Utah my529 Plan

UT

Illinois Bright Start College Savings
(Direct-Sold)

IL

Websites such as Savingforcollege.com
can be a helpful resource for evaluating 529
plans

ESTIMATING FINANCIAL AID ELIGIBILITY
Filing a FAFSA Application
The Department of Education uses the Expected Family Contribution (EFC) formula to determine whether
your child is eligible to receive any financial aid.

Q: When Can You Apply?
A: Each October of the year before college begins. Starting in 2017, you can take advantage of the “prior-prior”
rule, which allows families to use Income and Tax Information from two years before college.

Total Cost
of College

_

=

Expected Family Contribution
Federal Financial Aid Eligibility

What’s Considered for Expected Family Contribution:
Parents

Dependent Students

Grandparents/Other

• 22 to 47% of Adjusted
Gross Income above
exclusion (factoring
household, number of
students in college)
• Up to 5.64% of
investment, savings
and 529 plan accounts

• 50% of income above
$6,570
• 20% of all assets
owned by child

0% of income and assets
considered, though 529
withdrawals may be
considered student
income and must be
reported on FAFSA
forms. Such income can
reduce the amount of aid
by 50%.

Borrowing Rates (2018-2019):
5.05%

Direct Subsidized &
Direct Unsubsidized for
Undergrads

6.60%

Direct Unsubsidized for
Graduate or Professional

7.60%

Direct Plus for Parents / Graduate /
Professional

Source: Federal Student Aid Website (studentaid.ed.gov)
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Additional Resources:
Trends in College Pricing (2018)
https://trends.collegeboard.org/college-pricing
Saving for College – “College Savings 101”
http://www.savingforcollege.com/college_savings_101/
Saving for College – “7 Top Benefits of 529 Plans” (Jan 2018)
http://www.savingforcollege.com/intro_to_529s/name-the-top-7-benefits-of-529-plans.php
“Morningstar Names Best 529 College Savings Plans for 2018” (Oct 2018)
https://www.morningstar.com/articles/889532/morningstar-names-the-best-529-college-savings-pla.html

FinAid – The Smart Student Guide to Financial Aid
http://www.finaid.org/
The College Board – “Financial Aid 101”
https://bigfuture.collegeboard.org/pay-for-college/financial-aid
Scholly – Scholarship Search
https://myscholly.com/

The Wall Street Journal – “How to Find College Aid – by Yourself or With Help” (Jan 2018)
https://www.wsj.com/article_email/how-to-find-college-aidby-yourself-or-with-help-1515177781-lMyQjAxMTI4MDExNzYxOTczWj/
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