Expected Family
Contribution (EFC)

CHAPTER 6

The EFC is a measure of how much the student and his or her family can be
expected to contribute to the cost of the student’s education. The EFC is calculated
according to a formula specified in the law. In this chapter, we describe the EFC

formula in detail.

GENERAL INFORMATION

Il the data used to calculate the EFC come from the information

the student provides on the FAFSA. The CPS analyzes the
information from the FAFSA and calculates the EFC. The EFC
measures the family’s financial strength on the basis of the family’s
income and assets. The EFC formula also takes into account the
family’s expenses relative to the number of persons in the household
and how many of them will be attending college during the award
year.

Every year, the Department publishes updated tables used in the
EFC calculation. For the 2001-2002 award year, these tables were
published in the Federal Register on May 30, 2000.

The law provides three different formulas to calculate the EFC:
one for dependent students, one for independent students without
dependents other than a spouse, and one for independent students
with dependents other than a spouse. In addition to the three
regular formulas, the law provides for special calculations of the EFC
in certain circumstances.

SIMPLIFIED FORMULA

The simplified formula is basically the same as the regular formula,

except that asset information isn’t considered in the calculation. A
dependent student qualifies for the simplified calculation if

 neither the student nor his parents were required to file an IRS

Form 1040* and

« the parents’ AGI (for taxfilers) or income earned from work
(for nonfilers) was less than $50,000.

An independent student qualifies for the simplified calculation if

< neither the student nor his spouse was required to file an IRS
Form 1040* and

Basic EFC formulas

[1 Dependent students

[ Independent students

[J Independent students with
dependents

Special calculations

[1 Simplified formula (no assets)
[1 Automatic zero EFC
[1 Other than 9-month enroliment

HEA Sec. 474, 475, 476, 477, 478, 479

* A family member who was not required
to file the IRS Form 1040 may have filed
the 1040 solely to claim an education tax
credit—this does not disqualify the appli-
cant for purposes of the simplified formula
or the automatic zero EFC.
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Other Tax Forms

A foreign tax return counts as an IRS
Form 1040 to determine if one qualifies
for the simplified formula and the auto-
matic zero EFC. A tax return for Puerto
Rico, Guam, American Samoa, the Virgin
Islands, Marshall Islands, the Federated
States of Micronesia, or Palau counts as
an IRS Form 1040A or 1040EZ for the

purposes of qualifying for the simplified for-

mula and the automatic zero EFC.

Asset Information Not Reported
on FAFSA

If the student doesn’t provide any asset in-
formation and qualifies for the simplified
formula, his or her application will still be
processed normally. The student will only
receive one EFC, which will be produced by
the simplified formula. However, if the stu-
dent didn’t qualify for the simplified for-
mula, his or her application will be re-
jected, and the student will have to submit

asset information before the CPS will calcu-

late an EFC.

Automatic Zero EFC Cite
Sec. 479(c)

* A family member who was not required
to file the IRS Form 1040 may have filed
the 1040 solely to claim an education tax
credit—this does not disqualify the appli-
cant for purposes of the simplified formula
or the automatic zero EFC.

« the student and spouse’s combined AGI (for taxfilers) or
income earned from work (for nonfilers) was less than $50,000.

The application asks for asset information from all students,
though the CPS will perform a calculation using the simplified
formula (ignoring the asset data) if the student qualifies. If the asset
data is provided, the CPS will also perform a full calculation using the
asset data. A student who qualifies for the simplified formula and
provides asset data will have two EFCs: the EFC from the simplified
formula is called the primary EFC and is printed on the front of the
student’s SAR while the EFC from the full calculation is called the
secondary EFC and is printed in the FAA Information section. In all
cases the secondary EFC will be equal to or higher than the primary
EFC. You may use either EFC when determining financial need.

AUTOMATIC ZERO EFC

The law also provides for an automatic zero EFC for some
students. The CPS will automatically assign a zero EFC to a
dependent student if

= neither the parents nor the student was required to file an IRS
Form 1040,* and

« the parents’ combined AGI (for taxfilers) or combined income
earned from work (for nonfilers) is $13,000 or less.

An independent student with dependents other than a spouse
automatically qualifies for a zero EFC if:

 neither the student nor spouse was required to file an IRS Form
1040,* and

« the student’s and spouse’s combined AGI (for taxfilers) or
combined income earned from work (for nonfilers) is $13,000
or less.

Independent students with no dependents other than a spouse do
not qualify for an automatic zero EFC.

ALTERNATE EFCS

The law specifies how the EFC of a dependent student must be
modified if the student is going to enroll for other than a 9-month
period. The EFC found in the upper right hand corner of the first
page of the output document is based on a 9-month enrollment
period and should always be used for awarding a Pell Grant, even if the
student is attending for a longer or shorter period. The second section
of the “FAA Information” area contains headings for the number of
months, primary EFC, and secondary EFC, as well as a table of 1- to 12-
month alternate EFCs. The figures in the table represent alternate
EFCs that you must use to award aid if the student is attending for less
than nine months and that you may use for more than nine months.
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FORMULA A — DEPENDENT STUDENTS

The EFC for a dependent student is calculated using the
information for the student and the student’s parents provided on the
FAFSA. The CPS calculates a parents’ contribution, a student’s
contribution from income, and a student’s contribution from assets;
the EFC is the sum of these three. The parents’ contribution includes
a contribution from assets.

Under the simplified formula, the parent’s contribution doesn’t
include a contribution from assets, and the student’s contribution
from assets isn’t used.

At the end of this section are worksheets and tables that can be
used to calculate the EFC for a dependent student. For those items
that are taken from the FAFSA, the worksheets indicate the
corresponding FAFSA/SAR line numbers. On the worksheets for the
simplified formula, the parts of the calculation that aren’t used are
greyed out.

Parents’ Contribution

There are three basic steps in calculating the parents’
contribution. First, the parents’ available income is determined. Then,
the parents’ contribution from assets is calculated. Finally, the parents’
contribution is calculated using the available income, the contribution
from assets, and the number in college.

v Parents’ available income. The parents’ available income is
calculated by subtracting certain allowances from the parents’ total
income. These allowances account for certain nondiscretionary
expenses, such as taxes and basic living expenses. Once a minimum
level of support has been provided for those expenses, the formula
assumes that the remaining income is available for discretionary
purposes, including paying for a postsecondary education. The
available income can be a negative number.

The total income is the sum of the taxable and untaxed income,
minus amounts reported in the income but excluded from the
formula. If the parents are taxfilers, the parents’ AGI as reported on
the FAFSA is the amount of the parents’ taxable income used in the
calculation. If the parents are not taxfilers, the calculation uses the
parents’ reported income earned from work. Note that “earned
income credit” is included as part of total untaxed income and
benefits only if the parents are taxfilers. Total income can be a
negative number.

Formula for dependent students

® Parents’ Contribution
[J Parents available income
Parents contribution
from assets
Number in college

® Student’s Contribution
from Income

® Student’s Contribution
from Assets
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Formula for dependent students

® Parents’ Contribution
[J Parents available income
Parents contribution
from assets
Number in college

® Student’s Contribution
from Income

® Student’s Contribution
from Assets

The sum of the following allowances are use to offset the
parents’ total income:

e U.S. Income tax paid. Use the amount reported on the FAFSA.

Non-taxfilers don’t receive this allowance. If this is a negative
amount, it is set to zero.

« State and other tax allowance. Use Table Al. This allowance is a

percentage of parents’ total income and approximates the
average amount paid in state and other taxes. The percentage
varies according to the state and according to whether the
parents’ total income is below $15,000 or is $15,000 or more.
The state to be used is the parents’ state of legal residence
reported on the FAFSA. If this item is blank or invalid, the
student’s reported state of legal residence is used. If both are
blank or invalid, the state in the student’s mailing address is
used. If all three are blank or invalid, the rate shown in Table Al
for a blank or invalid state is used (4% for total income below
$15,000; 3% for total income of $15,000 or more). If the
allowance is a negative amount, it’s set to zero.

Father’s and mother’s Social Security tax allowance. The father’s
and mother’s Social Security taxes are calculated separately by
applying the tax rates shown in Table A2 to the father’s income
earned from work and the mother’s income earned from work
in 2000 (as reported on the FAFSA). The total allowance for
Social Security taxes is never less than zero.

Income protection allowance. Use Table A3. This allowance is a
provision for the basic living expenses of a family. The allowance
varies according to the number in the parents’ household and
the number in college in 2001-2002, as reported on the FAFSA.
In general, a school can assume that 30% of the income
protection allowance amount is for food, 22% for housing, 9%
for transportation expenses, 16% for clothing and personal care,
11% for medical care, and 12% for other family consumption.
The income protection allowance used for a particular student
is provided as one of the intermediate values in the FAA
Information Section of the output document (labeled as “IPA™).

Employment expense allowance. Families with two working
parents and one-parent families have extra expenses that must
be considered, such as housekeeping services, transportation,
clothing and upkeep, and meals away from home. This
allowance recognizes those extra expenses. For two working
parents, the allowance is 35% of the lesser of the father’s
income earned from work (question 76) or the mother’s income
earned from work (question 77), but may not exceed $2,900.
For one-parent families, the allowance is 35% of the parent’s
income earned from work, also not to exceed $2,900. If a
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student’s parents are married and only one parent reports an
income earned from work, the allowance is zero. The
employment expense allowance is never less than zero.

v Parents’ contribution from assets. In the full formula, the assets of
parents of a dependent student are considered in order to fully
measure the family’s ability to contribute toward postsecondary
educational costs. The formula evaluates the family’s asset situation
and determines a “contribution from assets,” an amount that is
combined with available income to give an accurate picture of the
family’s financial strength. In the simplified formula, the assets aren’t
counted at all.

First, the parents’ net worth is calculated by adding assets reported
on the FAFSA. The net worth of a business or a farm is adjusted to
protect a portion of the net worth of these assets. Use Table A4 to
calculate the amount to be used.

Second, the parents’ discretionary net worth is calculated by
subtracting the education savings and asset protection allowance
(Table A5) from the parents’ net worth. As is the case with income,
this is done to protect a portion of assets. The allowances for ages 40
through 65 approximate the present cost of an annuity which, when
combined with Social Security benefits, would provide at age 65 a
moderate level of living for a retired couple or single person. As shown
in Table A5, the allowance increases with the age of the older parent
(as reported on the FAFSA) to indicate the cost of purchasing such an
annuity at a given age. Discretionary net worth may be less than zero.

Finally, the discretionary net worth is multiplied by the conversion
rate of 12% to obtain the parents’ contribution from assets, which
represents the portion of the value of parents’ assets that may be
considered to be available to help pay for the student’s postsecondary
education. If the contribution from assets is less than zero, it is set to
zero.

v Calculation of parents’ contribution. This is the final step in
determining the parents’ contribution. The parents’ available income
and contribution from assets are added together to determine the
parents’ adjusted available income. The adjusted available income can
be a negative number. The total parents’ contribution from adjusted
available income is calculated from the amounts and rates in Table A6
and is the total amount parents are expected to contribute toward all
of their family’s postsecondary educational costs. The rates in Table A6
increase from 22% to 47% as the adjusted available income increases.
The rate is based on the principle that as income increases beyond the
amount needed to maintain a basic standard of living, the portion
used for family maintenance decreases, while the portion available for
discretionary purposes increases. Therefore, a progressively larger
amount of income may be contributed toward postsecondary
educational costs with less effect on the maintenance of the family.

Formula for dependent students

® Parents’ Contribution
Parents available income
[J Parents contribution
from assets
Number in college

® Student’s Contribution
from Income

® Student’s Contribution
from Assets
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Formula for dependent students

® Parents’ Contribution
Parents available income
Parents contribution
from assets
Number in college

[1 Student’s Contribution
from Income

® Student’s Contribution
from Assets

The parents’ contribution for the individual student is calculated
by dividing the total parents’ contribution from adjusted available
income by the number in college in 2001-2002, as reported on the
FAFSA. Parents are not included in the number attending college.

Alternate EFCs for other than 9-month enrollment.

The standard parents' contribution is for a 9-month enrollment period. For an enrollment of less
than 9 months, the parents’ contribution is prorated according to the number of months of
enrollment. The student’s contribution from available income is also prorated and then
added to the student asset contribution, which is not prorated. For an enrollment of more than
9 months; the parents' contribution is calculated by adjusting the standard 9-month formula on
page 3 of Worksheet A of the EFC worksheets, and the student’s contribution remains at the
9-month amount.

Student’s Contribution from Income

To determine the student’s contribution from income, the
student’s available income (Al) is first calculated by subtracting total
allowances from the student’s total income. The Al is then assessed at a
rate of 50% to obtain the student contribution from available income.
If the student contribution from available income is less than zero, it’s
set to zero.

v Student’s available income. The available income is the student’s
total income minus total allowances. As with the parents’ income
information, the student’s total income is calculated using information
from the student’s FAFSA. The student’s total income is the sum of the
student’s taxable and untaxed income, minus amounts reported in the
income but excluded from the formula (see the Application and
Verification Guide for more on these exclusions). If the student is a
taxfiler, the student’s AGI as reported on the FAFSA is the amount of
taxable income used in the calculation. If the student is not a taxfiler,
the calculation uses the student’s reported income earned from work.
Total income may be a negative number.

The allowances are calculated by adding the following:

e U.S. Income tax paid. Use the amount reported on the FAFSA.
Non-taxfilers don’t receive this allowance. If this is a negative
amount, it’s set to zero.

- State and other tax allowance. Use Table A7. This allowance is a
percentage of the student’s total income. The percentage varies
according to the state. The state to be used is the student’s state
of legal residence reported on the FAFSA. If that item is blank
or invalid, the state in the student’s mailing address is used. If
both items are blank or invalid, the parents’ state of legal
residence is used. If all three items are blank or invalid, the rate
for a blank or invalid state in Table A7 is used (2%). If the
allowance is a negative amount, it’s set to zero.
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. ___________________________________________|
« Social Security tax allowance. The student’s Social Security taxes ~ Formula for dependent students
are calculated by applying the tax rates shown in Table A2 to the . , -
student’s income earned from work in 2000 (as reported on the Parents’ Contribution

FAFSA). The total allowance for Social Security taxes is never PENEIES EEN ol TEenis
Parents contribution
less than zero.

from assets
Number in college

« Income protection allowance. The income protection allowance
for a dependent student is $2,250. 0 Student’s Contribution
from Income
e Parent’s negative AAIl. To recognize that a student’s income may
be needed to help support the family, the EFC calculation now ® Student’s Contribution
allows a parent’s negative adjusted available income (AAl) to from Assets
reduce a dependent student’s contribution from income.
Because the student’s contribution from income cannot be
negative, this will not affect the student’s contribution from
assets.

Student’s Contribution from Assets

The student’s assets are treated the same way as the parents’ assets
with three differences—there is no adjustment to the net worth of a
business or farm, there is no education savings and asset protection
allowance, and net worth is assessed at the rate of 35%. Remember
that under the simplified formula there’s no student contribution
from assets.

The student’s net worth is calculated by adding assets reported on
the FAFSA (negative amounts are converted to zero for this
calculation). Then, the student’s net worth is multiplied by the
conversion rate of 35% to obtain the student’s contribution from
assets, which represents the portion of the value of student’s assets that
may be considered to be available to help pay for the student’s
postsecondary education.
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Kitty, Lydia, & Owen:

Dependent students

Parents’ Total Income

Kitty and Lydia are sisters, and they are both dependent students. Their parents’ AGI is $60,000;
their father’s income earned from work is $30,000, their mother’s income earned from work is
$25,000, and the parents reported $5,000 of taxable income from other sources. They also listed
$2,000 in untaxed income on the FAFSA in question 78. Their total taxable and untaxed income is
$62,000. They reported no exclusions on the FAFSA in question 80; therefore, their total income is
$62,000. After the application was filed, Kitty told the FAA at Bennet that her mother was no longer
employed and didn’t have any other income. The FAA decided to use her professional judgment to
adjust Kitty’s application (see the Application and Verification Guide). The FAA reduces the
AGI to $35,000 and the mother’s income earned from work to zero. She doesn’t make any other
changes to income items. Therefore, the parents’ total income used for Kitty's EFC will be $37,000.

Owen is a dependent student. His father’s income earned from work is zero, since he had business
losses of -$123,000, and his mother’s income earned from work is $40,000. Their AGI, therefore,
is -$83,000. They also reported $20,000 in untaxed income and benefits in question 79 on the
FAFSA. They reported no exclusions in question 80. So Owen’s parents’ total income is -$63,000.
Although his parents’ income is very low, Owen doesn’t qualify for an automatic zero EFC or the
simplified formula because his parents were required to file a 1040.

Parents’ Allowance and Available Income

Kitty and Lydia’s parents reported on the FAFSA that they paid $5,900 in U.S. income tax. The
family lives in lllinois, so the percentage they use for calculating state and local taxes is 5%6. The
allowance for state and local taxes is $62,000 (the parents’ total income) x 5%6=$3,100. The father’s
Social Security tax allowance is $30,000 x 7.65%6=$2,295; the mother’s Social Security tax
allowance is $25,000 x 7.65%6=$1,913. They reported a household size of six, with two household
members in college, so their income protection allowance is $24,900. Their employment expense
allowance is $2,900, because 35%0 of the mother’s income is $8,750. Therefore, the total allowances
used in calculating Lydia’s EFC are $41,008. When the FAA at Bennet adjusted the AGI and
mother’s income for Kitty, she also changed the income tax paid to $2,160. With the reduced total
income, the allowance for state and local taxes is $1,850 ($37,000 x 5%6). The father’s Social
Security tax allowance is still $2,295, but the mother’s allowance is zero, because she has no income.
The income protection allowance is still $24,900. Because only one parent has income from work, the
employment expense allowance is zero. The total allowances used in calculating Kitty’s EFC are
$30,855. For Lydia’s EFC, the parents’ available income is $20,993. For Kitty’s EFC, the parents’
available income is $5,795.

Owen’s parents reported zero U.S. income tax paid on the FAFSA. Because their total income is
negative, using Table Al to calculate a state and local tax allowance produces a negative number, so
their state and local tax allowance is zero. His father’s Social Security tax allowance is zero because he
had no income earned from work. His mother’s Social Security tax allowance is $40,000 x
7.65%=$3,060. They reported a household size of four on the FAFSA, with one in college, so their
income protection allowance is $19,630. Because only one parent is employed, their employment
expense allowance is zero. The total allowances used in calculating Owen’s EFC are $22,690. Owen’s
parents’ available income is -$85,690 (-$63,000 + -$22,690).
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Contribution from Parental Assets

Kitty and Lydia’s parents reported $2,000 for cash, savings, and checking on the FAFSA. They didn’t
report any other assets. Their net worth is $2,000. The father, the older parent, is 50, so their education
savings and asset protection allowance is $48,300. Their discretionary net worth is -$46,300; multiplying
that amount by the conversion rate of 12%0 results in a negative number. Because the result is negative,
the parents’ contribution from assets is zero. After the FAA at Bennet reduced the AGI on Kitty’s
application because her mother isn’t employed, Kitty qualified for the simplified needs test, and would
receive both a primary (simplified) EFC and the secondary EFC from the full formula. However, because the
parents’ contribution from assets is zero, the primary EFC and the secondary EFC will be the same.

Owen’s parents reported $15,000 for cash, savings, and checking on the FAFSA. They also reported
$40,000 for the net worth of their investments, and $550,000 for the net worth of their business. The
adjusted net worth of the business (the amount to be used in the EFC calculation) is $236,500 +
($550,000-$455,000)= $331,500. Owen’s parents’ net worth is $386,500. His mother, the older parent,
is 60, so their education savings and asset protection allowance is $64,100. Their discretionary net worth
is $386,500 - $64,100= $322,400. Multiplying this by the conversion rate of 12%, Owen’s parents’
contribution from assets is $38,688.

Parents’ Contribution

For Lydia’s EFC, her parents’ available income is $20,993 and their contribution from assets is zero, so
their adjusted available income is $20,993. The total parents’ contribution is $5,060 + ($893 x
40%0)=$5,417. Because the number of household members in college is two, the parents’ contribution for
Lydia is $2,709. For Kitty, the parents’ available income is $6,405. Because Kitty qualifies for the
simplified formula, the parents’ contribution is calculated both with and without including assets; however,
because their contribution from assets is zero, the two will be the same. For each formula, their adjusted
available income is $5,795. The total parents’ contribution is $5,795 x 22%=%$1,275, and the parents’
contribution for Kitty is $637.

Owen’s parents’ available income is -$85,690, and their contribution from assets is $38,688. This makes
their adjusted available income -$47,002. According to Table A6, their total parents’ contribution is -$750;
because this number is less than zero, zero is used as the total parents’ contribution. The parents’
contribution for Owen is also zero.

Student’s Total Income

Kitty reported an AGI and income earned from work of $6,000, and untaxed income of $1,000. She also
had $2,000 of exclusions from income that she reported on the FAFSA. Her total income is $5,000. Lydia
didn't file a tax form, but reported that she earned $3,250 from work. She also reported $1,750 in
untaxed income, and no exclusions. Her total income is also $5,000.

Owen had an AGI of -$15,000, but reported income earned from work of $20,000. He also had untaxed
income of $8,000, and no exclusions. His total income is -$7,000.



Student’s Allowances and Contribution from Income

Kitty reported income tax paid of $264. Her state of legal residence is Illinois, so her state and other
tax allowance is $5,000 x 2% = $100. Her Sacial Security tax allowance is $6,000 x 7.65% =
$459. With the $2,250 income protection allowance, and zero allowance for parents’ negative
income, her total allowances equal $3,075. Her available income is $5,000 - $3,075 = $1,925,
and her contribution from income is $1,927 x 50% = $964.

Lydia didn’t report any income tax paid. She also lives in lllinois, so her state and other tax
allowance is $5,000 x 2% = $100. Her Social Security tax allowance is $3,250 x 7.65% = $249.
With the $2,250 income protection allowance, and zero allowance for parents’ negative income,
her total allowances equal $2,599. Her available income is $5,000 - $2,599 = $2,401, and her
contribution from income is $2,401 x 50% = $1,201.

Owen reported zero U.S. income tax paid on the FAFSA. Because his total income is negative, using
Table A7 to calculate a state and local tax allowance produces a negative number, so his state and
local tax allowance is also zero. Owen'’s Social Security tax allowance is $20,000 x 7.65%6=%$1,530.
With the $2,250 income protection allowance and the allowance for parents’ negative income
($47,002), his total allowances equal $50,782. His available income is -$7,000 - $50,782 = -
$57,782; multiplying his available income by 50%o produces a negative number, so his contribution
from income is zero.

Student’s Contribution from Assets

Kitty reported $50 in cash, savings, and checking, and no other assets. Her net worth is $50, and her
contribution from assets is $50 x 35%6 = $18. Because she qualified for the simplified formula, she receives
an EFC without this amount added, as well as one with the contribution from assets added.

Lydia reported $500 in cash, savings, and checking, and no other assets. Her net worth is $500, and her
contribution from assets is $500 x 35%6 = $175.

Owen reported $7,000 for cash, savings, and checking. He also reported $20,000 for the net worth of his
investments, and $20,000 for his share of his parents’ business. His net worth is $47,000, and his
contribution from assets is $47,000 x 35% = $16,450.

Final EFC Examples

After the FAA at Bennet has adjusted Kitty's data, her EFC is 637 (parents’ contribution) + $964
(contribution from income) = 1,601. Because she qualified for the simplified formula, this EFC doesn’t take
her or her parents’ assets into account. Her secondary EFC is $637 (parents’ contribution) + $964
(contribution from income) + $18 (contribution from assets) = 1,619. Lydia’s EFC is $2,709 (parents’
contribution) + $1,201 (contribution from income) + $175 (contribution from assets) = 4,085.

Owen’s EFC is $0 (parents’ contribution) + $0 (contribution from income) + $16,450 = $16,450. Note
that if Owen had qualified for the simplified formula, his EFC would be zero.



2001-02 EFC FORMULA [} DEPENDENT STUDENT

PARENTS’ INCOME IN 2000

1. Parents’ Adjusted Gross Income (FAFSA/SAR #73)
(If negative, enter zero.)

2. a. Father'sincome earned from work
(FAFSA/SAR #76)

2. b. Mother'sincome earmned from work
(FAFSA/SAR #77) +

Total parents’ income earned from work =2

3. Parents’ Taxable Income
(If tax filers, enter the amount from line 1 above.
If non-tax filers, enter the amount from line 2.)*

16

REGULAR

Page 1
PARENTS’ CONTRIBUTION FROM ASSETS
. Net worth of investments**

(FAFSA/SAR #81)
If negative, enter zero.

WORKSHEET A

17.

Net worth of business and/or investment farm
(FAFSA/SAR #82)
If negative, enter zero.

A\

18.

Adjusted net worth of business/farm
(Calculate using Table A4.) +

4. Untaxed income and benefits:

« Total from FAFSA Worksheet A
(FAFSA/SAR #78)

* Total from FAFSA Worksheet B
(FAFSA/SAR #79) +

Total untaxed income and benefits =4

5. Taxable and untaxed income (sum of line 3 and line 4)

19.

Cash, savings, & checking (FAFSA/SAR #83) +

20.

Net worth (sum of lines 16, 18, and 19) =

21.

Education savings and asset
protection allowance (Table A5) -

22.

Discretionary net worth
(line 20 minus line 21) =

23.

Asset conversion rate X

A2

24,

CONTRIBUTION FROM ASSETS
If negative, enter zero. =

6. Total from FAFSA Worksheet C (FAFSA/SAR #80) -

7. TOTAL INCOME
(line 5 minus line 6) May be a negative number. =

8. 2000 U.S. income tax paid (FAFSA/SAR #74)
(tax filers only); if negative, enter zero.

ALLOWANCES AGAINST PARENTS’ INCOME

9. State and other tax allowance

(Table Al. If negative, enter zero.) +
10. Father’s Social Security tax (Table A2) +
11. Mother’s Social Security tax (Table A2) +

+

12. Income protection allowance (Table A3)

13. Employment expense allowance:
« Two working parents: 35% of the lesser of the
earned incomes, or $2,900, whichever is less

¢ One-parent families: 35% of earned income,
or $2,900, whichever is less

¢ Two-parent families, one working
parent: enter zero +

14. TOTAL ALLOWANCES =

Total income (from line 7)

AVAILABLE INCOME

Total allowances (from line 14) -

15. AVAILABLE INCOME (Al)

May be a negative number. =

*STOP HERE if both of the following are true: line 3 is $13,000 or less,
plus the student and parents are eligible to file a 2000 IRS Form 1040A
or 1040EZ (they are not required to file a 2000 Form 1040), or they are
not required to file any income tax return. If both circumstances are true,
the Expected Family Contribution is automatically zero.

PARENTS' CONTRIBUTION

Av

ailable Income (Al) (from line 15)

Contribution from assets (from line 24) +

25.

Adjusted Available Income (AAI)
May be a negative number. =

26.

Total parents’ contribution from AAI
(Calculate using Table A6; if negative, enter zero.)

27.

Number in college in 2001-02 (Exclude parents)
(FAFSA/SAR #65) +

28.

PARENTS’ CONTRIBUTION (standard
contribution for 9-month enroliment)
If negative, enter zero. =

**Do not include the family’s home.
***To calculate the parents’ contribution for other than 9-

month enrollment, see page 11.

continued on reverse

Worksheets
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STUDENT'S INCOME IN 2000

29. Adjusted Gross Income (FAFSA/SAR #39)
(If negative, enter zero.)

30. Income earned from work (FAFSA/SAR #42)

31. Taxable Income
(If tax filer, enter the amount from line 29.
If non-tax filer, enter the amount from line 30.)

32. Untaxed income and benefits:

» Total from FAFSA Worksheet A
(FAFSA/SAR #44)

« Total from FAFSA Worksheet B
(FAFSA/SAR #45) +

STUDENT'S CONTRIBUTION FROM ASSETS

45. Net worth of investments*
(FAFSA/SAR #47)
If negative, enter zero.

46. Net worth of business and/or investment farm

(FAFSA/SAR #48)
If negative, enter zero. +
47. Cash, savings, & checking (FAFSA/SAR #49) +
48. Net worth (sum of lines 45 through 47) =
49. Assessment rate X .35

50. STUDENT’'S CONTRIBUTION FROM ASSETS =

Total untaxed income and benefits =32

33. Taxable and untaxed income
(sum of line 31 and line 32)

34. Total from FAFSA Worksheet C (FAFSA/SAR #46) -

35. TOTAL INCOME
(line 33 minus line 34) May be a negative number. =

ALLOWANCES AGAINST STUDENT INCOME

36. 2000 U.S. income tax paid (FAFSA/SAR #40)
(tax filers only); if negative, enter zero.

37. State and other tax allowance
(Table A7. If negative, enter zero.) +

38. Social Security tax allowance (Table A2) +

39. Income protection allowance +

2,250

40. Allowance for parents’ negative Adjusted
Available Income (If line 25 is negative,
enter line 25 as a positive number in line 40.
If line 25 is zero or positive, enter zero in
line 40.) +

41. TOTAL ALLOWANCES =

STUDENT CONTRIBUTION FROM INCOME

Total income (from line 35)

Total allowances (from line 41) -

42. Available income (Al) =

43. Assessment of Al X

.50

44. STUDENT CONTRIBUTION FROM Al =
If negative, enter zero.

EFC Formula, 2001-02

EXPECTED FAMILY CONTRIBUTION

PARENTS' CONTRIBUTION
(from line 28)

STUDENT’'S CONTRIBUTION FROM Al
(from line 44) +

STUDENT'S CONTRIBUTION FROM ASSETS
(from line 50) +

51. EXPECTED FAMILY CONTRIBUTION
(standard contribution for 9-month
enrollment)** If negative, enter zero. =

*Do not include the student’s home.

** To calculate the EFC for other than 9-month enrollment,

see the next page.




NOTE: Use this additional page to prorate the EFC only if the student will be enrolled for other than 9 months and only to
determine the student’s need for campus-based aid, a subsidized Federal Stafford Loan, or a subsidized Federal Direct
Stafford/Ford Loan. Do not use this page to prorate the EFC for a Federal Pell Grant. The EFC for the Federal Pell Grant
Program is the 9-month EFC used in conjunction with the cost of attendance to determine a Federal Pell Grant award from
the Payment or Disbursement Schedule.

REGULAR
WORKSHEET
Page 3

Calculation of Parents’ Contribution for a Student Enrolled LESS Than 9 Months

Al. Parents’ contribution
(standard contribution for 9-month enroliment, from line 28)

A2. Divide by 9 + 9

A3. Parents’ contribution per month =

A4. Multiply by number of months of enroliment X

A5. Parents’ contribution for LESS than 9-month enroliment =

Calculation of Parents’ Contribution for a Student Enrolled MORE Than 9 Months

B1. Parents’ Adjusted Available Income (AAIl) (from line 25—may be a negative number)

B2. Difference between the income protection allowance for a
family of four and a family of five, with one in college + 3,530

B3. Alternate parents’ AAl for more than 9-month enrollment (line B1 + line B2) =

B4. Total parents’ contribution from alternate AAI (calculate using Table A6)

B5. Number in college (FAFSA/SAR #65) +

B6. Alternate parents’ contribution for student (line B4 divided by line B5) =

B7. Standard parents’ contribution for the student for 9-month enrollment (from line 28) -

B8. Difference (line B6 minus line B7) =

B9. Divide line B8 by 12 months + 12

B10. Parents’ contribution per month =

B11. Number of months student will be enrolled that exceed 9 X

B12. Adjustment to parents’ contribution
for months that exceed 9 (multiply line B10 by line B11) =

B13. Standard parents’ contribution
for 9-month enrollment (from line 28) +

B14. Parents’ contribution for MORE than 9-month enroliment =

C1. Student’s contribution from Al
(standard contribution for 9-month enroliment, from line 44)

C2. Divide by 9 + 9

C3. Student’s contribution from Al per month =

C4. Multiply by number of months of enroliment X

C5. Student’s contribution from Al for LESS than 9-month enroliment =

*For students enrolled more than 9 months, the standard contribution from Al is used (the amount from line 44).
Use next page to calculate total EFC for enrollment periods other than 9 months
Worksheets
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Page 4

Calculation of Total Expected Family Contribution for Periods of Enrollment Other Than 9 Months

Parents’ Contribution—use appropriate amount from previous page:
« Enter amount from line A5 for enroliment periods less than 9 months
« Enter amount from line B14 for enroliment periods greater than 9 months

Student’s Contribution from Available Income
« Enter amount from line C5 for enrollment periods less than 9 months +
« Enter amount from line 44 for enroliment periods greater than 9 months

Student’s Contribution from Assets
« Enter amount from line 50 +

Expected Family Contribution for periods of enroliment other than 9 months =

EFC Formula, 2001-02



2001-02 EFC FORMULA pAM: DEPENDENT STUDENT SIMPLIFIED Q
WORKSHEET
Page 1

PARENTS' INCOME IN 2000

PARENTS’ CONTRIBUTION FROM ASSETS

1. Parents’ Adjusted Gross Income (FAFSA/SAR #73) 16. Net worth of investments**
(If negative, enter zero.) (FAFSA/SAR #81)
2. a. Father'sincome earmned from work If negative, enter zero.
(FAFSAISAR #76) —_— 17. Net worth of business and/or investment farm
2. b. Mother's income earned from work (FAFSA/SAR #82)
(FAFSA/SAR #77) + If negative, enter zero. /
Total parents’ income earned from work =2
18. Adjusted net worth of business/farm
3. Parents’ Taxable Income _ (Calculate using Table A4.) +
(If tax filers, enter the amount from line 1 above.
If non-tax filers, enter the amount from line 2.)* 19. Cash, savings, & checking (FAFSA/SAR #83) +
4. Untaxed income and benefits: 20. Net worth (sum of lines 16, 18, and 19) =
« Total from FAFSA Worksheet A 21. Education savings and asset
(FAFSA/SAR #78) protection allowance (Table A5) -

22. Discretionary net worth

« Total from FAFSA Worksheet B (line 20 minus line 21) —

(FAFSA/SAR #79) +
23. Asset conversion rate X A2
Total untaxed income and benefits =4 24. CONTRIBUTION FROM ASSETS
5. Taxable and untaxed income (sum of line 3 and line 4) If negative, enter zero. =

6. Total from FAFSA Worksheet C (FAFSA/SAR #80) -

7. T_OTAL !NCO_ME ) PARENTS' CONTRIBUTION
(line 5 minus line 6) May be a negative number. =

Available Income (Al) (from line 15)

L . +
ALLOWANCES AGAINST PARENTS' INCOME Contribution from assets (from line 24)

8. 2000 U.S. income tax paid (FAFSA/SAR #74) G Pt i}

(tax filers only); if negative, enter zero.

26. Total parents’ contribution from AAI

9. State and other tax allowance Calculate using Table A6; if negative, enter zero

(Table Al. If negative, enter zero.) + (Caleulate using - Thegatve, zero)

. . 27. Number in college in 2001-02 (Exclude parents

10. Father’s Social Security tax (Table A2) + (FL,JAFSAIéAR #6??) ! (Exclude p _)
11. Mother’s Social SeCUrity tax (Table A2) + 28. PARENTS' CONTRIBUTION (Standard
. contribution for 9-month enrollment)***

12. Income protection allowance (Table A3) + If negative, enter zero. -

13. Employment expense allowance:

* Two working parents: 35% of the lesser of the

earned incomes, or $2,900, whichever is less **Do not include the family’s home.

« One-parent families: 35% of earned income, ***Tq calculate the parents’ contribution for other than 9-
or $2,900, whichever is less month enrollment, see page 15.

* Two-parent families, one working
parent: enter zero +

14. TOTAL ALLOWANCES =

AVAILABLE INCOME

Total income (from line 7)

Total allowances (from line 14) -

15. AVAILABLE INCOME (Al)
May be a negative number. =

*STOP HERE if both of the following are true: line 3 is $13,000 or less,
plus the student and parents are eligible to file a 2000 IRS Form 1040A
or 1040EZ (they are not required to file a 2000 Form 1040), or they are
not required to file any income tax return. If both circumstances are true,
the Expected Family Contribution is automatically zero. continued on reverse

Worksheets




SIMPLIFIED
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Page 2

STUDENT'S INCOME IN 2000 STUDENT'S CONTRIBUTION FROM ASSETS

29. Adjusted Gross Income (FAFSA/SAR #39) . *
(If negative, enter zero.) 45. Net worth of investments
(FAFSA/SAR #47)
30. Income earned from work (FAFSA/SAR #42) If negative, enter zero.
46. Net worth of business and/or investment farm
31. Taxable Income
(If tax filer, enter the amount from line 29. I(;: AFS’?/ SAR f48) n
If non-tax filer, enter the amount from line 30.) negatve, enter zero.
32 Untaxed income and benefits: 47. Cash, savings, & checking (FAFSA/SAR #49) +
« Total from EAESA Worksheet A 48. Net worth (sum of lines 45 through 47) =
(FAFSA/SAR #44) _ 49. Assessment rate X .35
« Total from EAESA Worksheet B 50. STUDENT'S CONTRIBUTION FROM ASSETS =
(FAFSA/SAR #45) +
Total untaxed income and benefits =32

33. Taxable and untaxed income EXPECTED FAMILY CONTRIBUTION

(sum ofline 31 and fine 32) PARENTS' CONTRIBUTION

34. Total from FAFSA Worksheet C (FAFSA/SAR #46) - (from line 28)
= TOTAL INGOME STUDENT'S CONTRIBUTION FROM Al
(line 33 minus line 34) May be a negative number. = (from line 44) +
STUDENT'S CONTRIBUTION FROM ASSETS
(from line 50) +

51. EXPECTED FAMILY CONTRIBUTION
ALLOWANCES AGAINST STUDENT INCOME standard contribution for 9-month
*

] ] enrollment®* (If negative, enter zero.)
36. 2000 U.S. income tax paid (FAFSA/SAR #40)
(tax filers only); if negative, enter zero.

37. State and other tax allowance

(Table A7. If negative, enter zero.) + *Do not include the student’s home.
38. Social Security tax allowance (Table A2)  + ** To calculate the EFC for other than 9-month enrollment,
] see the next page.
39. Income protection allowance + 2,250
40. Allowance for parents’ negative Adjusted
Available Income (If line 25 is negative,
enter line 25 as a positive number in line 40.
If line 25 is zero or positive, enter zero in
line 40.) +

41. TOTAL ALLOWANCES =

STUDENT CONTRIBUTION FROM INCOME

Total income (from line 35)

Total allowances (from line 41) -

42. Available income (Al)

43. Assessment of Al X .50

44. STUDENT CONTRIBUTION FROM Al
(If negative, enter zero.)

EFC Formula, 2001-02



NOTE: Use this additional page to prorate the EFC only if the student will be enrolled for other than 9 months and only to
determine the student’s need for campus-based aid, a subsidized Federal Stafford Loan, or a subsidized Federal Direct
Stafford/Ford Loan. Do not use this page to prorate the EFC for a Federal Pell Grant. The EFC for the Federal Pell Grant
Program is the 9-month EFC used in conjunction with the cost of attendance to determine a Federal Pell Grant award from
the Payment or Disbursement Schedule.
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Calculation of Parents’ Contribution for a Student Enrolled LESS Than 9 Months

Al. Parents’ contribution
(standard contribution for 9-month enroliment, from line 28)

A2. Divide by 9 + 9

A3. Parents’ contribution per month =

A4. Multiply by number of months of enroliment X

A5. Parents’ contribution for LESS than 9-month enroliment =

Calculation of Parents’ Contribution for a Student Enrolled MORE Than 9 Months

B1. Parents’ Adjusted Available Income (AAIl) (from line 25—may be a negative number)

B2. Difference between the income protection allowance for a
family of four and a family of five, with one in college + 3,530

B3. Alternate parents’ AAl for more than 9-month enrollment (line B1 + line B2) =

B4. Total parents’ contribution from alternate AAI (calculate using Table A6)

B5. Number in college (FAFSA/SAR #65) +

B6. Alternate parents’ contribution for student (line B4 divided by line B5) =

B7. Standard parents’ contribution for the student for 9-month enrollment (from line 28) -

B8. Difference (line B6 minus line B7) =

B9. Divide line B8 by 12 months + 12

B10. Parents’ contribution per month =

B11. Number of months student will be enrolled that exceed 9 X

B12. Adjustment to parents’ contribution
for months that exceed 9 (multiply line B10 by line B11) =

B13. Standard parents’ contribution
for 9-month enrollment (from line 28) +

B14. Parents’ contribution for MORE than 9-month enroliment =

C1. Student’s contribution from Al
(standard contribution for 9-month enroliment, from line 44)

C2. Divide by 9 + 9

C3. Student’s contribution from Al per month =

C4. Multiply by number of months of enroliment X

C5. Student’s contribution from Al for LESS than 9-month enroliment =

*For students enrolled more than 9 months, the standard contribution from Al is used (the amount from line 44).
Use next page to calculate total EFC for enrollment periods other than 9 months

Worksheets
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Parents’ Contribution—use appropriate amount from previous page:
» Enter amount from line A5 for enroliment periods less than 9 months
» Enter amount from line B14 for enrollment periods greather than 9 months

Student’s Contribution from Available Income
» Enter amount from line C5 for enrollment periods less than 9 months +
» Enter amount from line 44 for enroliment periods greater than 9 months

Expected Family Contribution for periods of enroliment other than 9 months =

EFC Formula, 2001-02



Table Al: State and Other Tax Allowance
for Worksheet A (parents only)

STATE PERCENT OF TOTAL INCOME STATE PERCENT OF TOTAL INCOME
$0-14,999 $15,000 $0-14,999 $15,000
or more or more

Alabama ...........cc...e. 5% ceoeeeeee, 4% MiSSOUT ..uceeeeeiennnne.. 6% ...ooeeeeeen 5%
Alaska .........cccevvvveneee. 3% .o, 2% Montana................... 8% ..oeeeee 7%
American Samoa....... A% oo, 3% Nebraska .................. 8% ...oeeeee 7%
Arizona .........cccevveeeee 6% ..o 5% Nevada ......cccceeeernnnnn. 3% .o 2%
Arkansas................... 6% .vveereeeeenn, 5% New Hampshire ........ 7% eveeeeeanaann, 6%
California .................. 8% vreerieeaenn, 7% New Jersey ............... 8% .vreevieeaenn, 7%
Canada ..................... A% oo, 3% New Mexico .............. 6% ..o 5%
Colorado ................... T% coooveeee 6% New York ................ 119% e, 10%
Connecticut............... 6% ..o 5% North Carolina .......... 8% ..oeeeee 7%
Delaware ........ccc....... 8% ..ooeeeee 7% North Dakota ............ 6% ..o 5%
District of Northern Mariana

Columbia............ 10% ..ovvvvennnnnnnn, 9% Islands ................. A% oo, 3%
Federated States ORNIO ..o, 8% ..ooeeeee 7%

of Micronesia ....... A% .ooveeeeiiiinns 3% Oklahoma ................. 6% ...ooeeeeeen 5%
Florida......cccccvvvveeenn. L 3% Oregon........ccccuveeee. 10% ..o, 9%
Georgia ....ccccvveeeerennn. 7% eveeevianaaann, 6% Palau ......ccccccevreeennn. A% ..ouveeeeeannn, 3%
Guam .......ccccvvvveenenn. L 3% Pennsylvania ............ 7% woveeevnenaaann, 6%
Hawaii c...cceeeeeeieiennnn... 8% ...oeeeee 7% Puerto Rico................ A% oo, 3%
Idaho......ovvvveiiiieen, T% oo 6% Rhode Island ............ 9% ..ooeeeeee 8%
HNOIS .vvveeieeeeeiie, 6% ..o 5% South Carolina........... 8% ..oeeeee 7%
Indiana.......cccoeeennn.... 6% ..o 5% South Dakota. ............ A% .ooveeeeiiiinnns 3%
lowa .....ooeveeeeviiiinnn, 8% v, 7% Tennessee................. 1 2%
Kansas.........ccoeeeeeenns TY% e, 6% TeXaS .cccvvviiereereernnnnnn. 3% i, 2%
Kentucky ................... 7% weveeeneanaann, 6% (U] 7= 1 [ 8% vveevieeaann, 7%
Louisiana ..........c....... A% oo, 3% Vermont .......cccveennnnn. 8% ...oeeeee 7%
Maine ......ccccevvvveeeennnn. 9% e, 8% Virgin Islands ............ A% ..ovveeeeeannn, 3%
Marshall Islands......... A% ..ovveeeeeann, 3% Virginia........coooeveevee 8% vreevieeaann, 7%
Maryland ................... 9% vveerieeeen, 8% Washington................ A% ..ovvveeeeannn 3%
Massachusetts.......... 9% e, 8% West Virginia ............ 6% .veeeeeeeeenn, 5%
MEXICO ...vvveeeeeerennnn. A% oo, 3% Wisconsin ............... 109% ..ovvernnnnnnn, 9%
Michigan ................... 9% v, 8% Wyoming ...........cee.ee 3% e, 2%
Minnesota ................. 9% ..ooeeeeeee 8% Blank or Invalid
MisSSISSIPPI «vvvveeeeeenn. 5% reeeiieieeen, 4% State ..cvveeveeeeeennn, A% ..o, 3%

OTHER .....ccovvvvrvrinnns A% .ooveeeeiiiinnns 3%

Multiply parents’ total income (from Worksheet A, line 7) by the appropriate rate from the table
above to get the “state and other tax allowance.” Use the parents’ state of legal residence
(FAFSA/SAR #66). If this item is blank or invalid, use the student’s state of legal residence
(FAFSA/SAR #24). If both items are blank or invalid, use the state in the student’s mailing address
(FAFSA/SAR #6). If all three items are blank or invalid, use the rate for a blank or invalid state above.

Worksheets




Table A2: Social Security Tax

Calculate separately the Social Security tax of father, mother, and student.

Income Earned from Work* Social Security Tax

$0 - $76,200
$76,201 or greater

7.65% of income
$5,829.30 + 1.45% of amount over $76,200

*Father’'s 2000 income earned from work is FAFSA/SAR #76.
Mother’'s 2000 income earned from work is FAFSA/SAR #77.
Student’s 2000 income earned from work is FAFSA/SAR #42.
Social Security tax will never be less than zero.

Table A3: Income Protection Allowance
Number in parents’ Number of college students in household (FAFSA/SAR #65)
household,
including student
(FAFSA/SAR #64) 1 2 3 4 5
2. $12,760 $10,580 _
3. 15,890 13,720 $11,540 _ _
4.........] 19,630 17,440 15,270 $13,090 _
5. 23,160 20,970 18,800 16,620 | $14,450
6.......... 27,090 24,900 22,730 20,550 18,380
NOTE For each additional family member, add $3,060.
For each additional college student (except parents), subtract $2,170.

Table A4: Business/Farm Net Worth Adjustment
for EFC Formula Worksheet A (parents only)

If the net worth of a
business or farm is—

Less than $1 $0
$1 to $90,000
$90,001 to $275,000
$275,001 to $455,000
$455,001 or more

Then the adjusted
net worth is—

40% of net worth of business/farm

$ 36,000 + 50% of excess over $90,000
$128,500 + 60% of excess over $275,000
$236,500 + 100% of excess over $455,000

EFC Formula, 2001-02



Table A5: Education Savings and Asset Protection Allowance
for EFC Formula Worksheet A (parents only)

Age of Allowance if Allowance if Age of Allowance if Allowance if
older parent* there are there is only older parent* there are there is only
two parents one parent two parents one parent
25 or less.. 0 0 45 e, 42,400 24,400
26 ............ 2,500 1,500 46 ............ 43,500 24,900
27 e 5,000 2,900 a7 ............ 44,600 25,500
28 oo 7,500 4,400 48 ............ 45,700 26,100
29 .o 10,000 5,800 49 ... 46,800 26,700
30 ., 12,500 7,300 50 .o 48,300 27,200
31, 15,000 8,800 51 . 49,500 27,900
32 s 17,500 10,200 52 s 50,800 28,600
33 . 19,900 11,700 53 s 52,300 29,400
34 ... 22,400 13,100 54 ............ 53,600 30,100
35 . 24,900 14,600 55 s 55,300 30,800
36 .. 27,400 16,100 56 ..ccccens 56,900 31,500
37 i 29,900 17,500 57 i 58,700 32,400
38 .. 32,400 19,000 58 . 60,400 33,200
39 . 34,900 20,400 59 . 62,200 34,200
40 ............ 37,400 21,900 60 ....cee.. 64,100 35,000
41 ... 38,400 22,300 61 ..cceeeee. 66,000 36,000
42 ... 39,300 22,800 62 ..cvvreeen. 68,300 37,000
43 ... 40,300 23,300 63 . 70,600 38,000
a4 ... 41,400 23,800 64 ... 72,700 39,100
65 or more 75,100 40,400
*If age of older parent (FAFSA/SAR #69) is blank, use age 45 on the table.
Table A6: Parents’ Contribution From AAl
If parents’ AAl is— The parents’ contribution from AAl is—
-$3,410 or less -$750
-$3,409 to $11,400 22% of AAI
$11,401 to $14,300 $2,508 + 25% of AAl over $11,400
$14,301 to $17,200 $3,233 + 29% of AAl over $14,300
$17,201 to $20,100 $4,074 + 34% of AAl over $17,200
$20,101 to $23,000 $5,060 + 40% of AAl over $20,100
$23,001 or more $6,220 + 47% of AAl over $23,000

Worksheets




Table A7. State and Other Tax Allowance
for Worksheet A (student only)

Federated States

of Micronesia ..........c.cccevvvenn...
Florida......ccooovvvvieeieiiiiiiieeeeeeeein,
(CT=To] (o - N UUTTTR TR
GUAM ..,

Kentucky ...,
LouiSiana .......cceveevviveeieiiieeeiies

Maryland ........cccoooiiiiiiiiiieeee,
Massachusetts.........cccceeeeeeereennn.
MEXICO .vvvneeeieieiiiieeeeeeeiiee e,
Michigan ........cccoooviiiiiiiiiieeenn,
Minnesota .......cccoeeeeveevieeeeeeeennnn,
MiSSISSIPPI +evvveeeeeeiiiiiiiiiiieeieeeenn,

MiISSOUI wvvveeeieeeiiiieeeeeeeeeeeeeeeeeeinns 3%
Montana..........ccceeeeviiieeeine e 5%
Nebraska .........cccceeeeviiiiiiiiiiininnnn, 4%
Nevada ....cccccceeeeeeieeeeiiiiiiiieeeiins 0%
New Hampshire .........ccccccveveeeenn. 1%
NeW Jersey ......cccceeeeeeeeveveveeeeeennns 3%
New MEeXiCO ......ooeveeeeeeeiiiiiieiiiinns 4%
NEeW YOrK ..cccooeveveeeiiiiiiiiiieeeeeeiiinnn, 7%
North Carolina ..............ccovvvvvennns 5%
North Dakota ............cceevvevvvenennns 2%
Northern Mariana Islands ........... 2%
ORNIO oo, 5%
Oklahoma .........ccevvvvvvviiiviiieeennn, 4%
(0] =70 o] o I 6%
Palau ....ccoooeeviiiiiiiiiii, 2%
Pennsylvania ..........ccccccvvveeeeennn. 3%
Puerto RiCO .....oooeeveeeeiiiiiiiiiiiiiin, 2%
Rhode Island .................coeeeeees 4%
South Carolina..........ccccoeevvvvvnnnns 5%
South Dakota............ccceeevvvevveenns 0%
TENNESSEE ....ccvvvveeeeeeeeiiie e, 0%
TEXAS civvvveiieeeeeeiiie e 0%
Utah oo, 5%
Vermont .....cooveveiviviin e 4%
VirginIslands ........ccccoccvevveeeeennn. 2%
Virginia .....oeeeeeeeee e, 4%
Washington...........ccccovvvveeeenneenn. 0%
West Virginia ........cccccvvvveveeeeeennn. 4%
WIiSCONSIN ..vvvviiiiiiicieeeieieeeeeeee, 5%
WYOMING .oovveeeiieiciieeec e 0%
Blank or Invalid State................... 2%
OTHER ......oovvieieeeeven, 2%

state above.

Multiply the total income of student (Worksheet A, line 35) by the appropriate rate
from the table above to get the “state and other tax allowance” (line 37 of Regular
Worksheet A). Use the student’s state of legal residence (FAFSA/SAR #24). If this
item is blank or invalid, use the state in student’s mailing address (FAFSA/SAR #6).
If both items are blank or invalid, use the parents’ state of legal residence (FAFSA/
SAR #66). If all three items are blank or invalid, use the rate for a blank or invalid

EFC Formula, 2001-02




Ch.6—Expected Family Contribution

FORMULA B — INDEPENDENT STUDENT WITHOUT
DEPENDENTS OTHER THAN A SPOUSE

The EFC for an independent student without dependents other
than a spouse is calculated using the information for the student and
spouse provided on the FAFSA. The CPS calculates a contribution
from available income, and a contribution from assets. The sum of
these two is divided by the number in college in 2001-2002, as reported
on the FAFSA. The result is the EFC for the 2001-2002 award period.
Under the simplified formula, the contribution from assets isn’t used.

At the end of this section are worksheets and tables that can be
used to calculate the EFC for an independent student without
dependents other than a spouse. For those items that are taken from
the FAFSA, the worksheets indicate the corresponding FAFSA/SAR
line numbers. On the worksheets for the simplified formula, the parts
of the calculation that aren’t used are greyed out.

Contribution from Available Income

To determine the student’s contribution from available income,
the student’s available income is first calculated by subtracting total
allowances from the student’s total income. The allowances account
for certain nondiscretionary expenses, such as taxes and basic living
expenses. Once a minimum level of support has been provided for
those expenses, the formula assumes that the remaining income is
available for discretionary purposes, including paying for a
postsecondary education. The available income can be a negative
number. The available income is then assessed at a rate of 50% to
obtain the student’s contribution from available income.

v Total income. The total income is the sum of the student’s and
his or her spouse’s (if the student is married) taxable and untaxed
income, minus amounts reported in the income on the FAFSA but
excluded from the formula (see the Application and Verification Guide
for more on these exclusions). If the student and spouse are taxfilers,
their AGI as reported on the FAFSA is the amount of taxable income
used in the calculation. If the student and spouse are not taxfilers, the
calculation uses reported income earned from work. Untaxed income
is included in the formula because it may have a considerable effect on
the family’s financial strength and, in some cases, may be the family’s
main source of income. Note that “earned income credit” is included
as part of total untaxed income and benefits only if the student or
spouse are taxfilers. Total income can be a negative number.

v Allowances against income. Total allowances are calculated by
adding the following:

« U.S. income tax paid. Use the amount reported on the FAFSA.
Non-taxfilers don’t receive this allowance. If this is a negative
amount, it’s set to zero.

 State and other tax allowance. Use Table B1. This allowance is a
percentage of the student and spouse’s total income. The

L}
Formula for independent
students without dependents
other than a spouse

[0 Contribution from
available income
® Contribution from assets
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L]
Formula for independent
students without dependents
other than a spouse

[0 Contribution from
available income
® Contribution from assets

percentage varies according to the state. The state to be used is
the student’s state of legal residence reported on the FAFSA. If
that item is blank or invalid, the state in the student’s mailing
address is used. If both items are blank or invalid, the rate for a
blank or invalid state is used (2%). If the allowance is a negative
amount, it’s set to zero.

« Social Security tax allowance. The student’s and spouse’s Social
Security taxes are calculated separately by applying the tax rates
shown in Table B2 to the student’s income earned from work in
2000 and the spouse’s income earned from work in 2000 (as
reported on the FAFSA). The total allowance for Social Security
taxes is never less than zero.

« Income protection allowance. The income protection allowance
for an unmarried student is $5,110. For a married student, the
income protection allowance is $5,110 if the student’s spouse is
enrolled at least half time and $8,180 if the student’s spouse
isn’t enrolled at least half time.

 Employment expense allowance. Families with two working
spouses have extra expenses that must be considered, such as
housekeeping services, transportation, clothing and upkeep, and
meals away from home. This allowance recognizes those extra
expenses. If the student isn’t married, the employment expense
allowance is zero. If the student is married but only one person
is working (either the student or the student’s spouse), the
allowance is zero. If both the student and his or her spouse are
working, the allowance is 35% of the lesser of the student’s
income earned from work (question 42) or the spouse’s income
earned from work (question 43), but may not exceed $2,900.

Contribution from Assets

For students who qualify for the simplified formula, there is no
contribution from assets. In the full formula, the assets of an
independent student with no dependents other than a spouse are
considered in order to fully measure the family’s ability to contribute
toward postsecondary educational costs.

First, the net worth of the student and spouse’s assets is calculated
by adding assets reported on the FAFSA. The net worth of a business
or a farm is adjusted to protect a portion of the net worth of these
assets. Use Table B3 to calculate the amount to be used.

Second, the student and spouse’s discretionary net worth is
calculated by subtracting the asset protection allowance (Table B4)
from the net worth. The allowance increases with the age of the
student as of December 31, 2001, which may be determined from the
student’s date of birth (as reported on the FAFSA). This is done to
protect a portion of assets that may be needed for purposes other than
education, such as emergencies or retirement. Discretionary net worth
can be less than zero.
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Finally, the discretionary net worth is multiplied by the conversion
rate of 35% to obtain the student and spouse’s contribution from
assets, which represents the portion of the value of the assets that is
considered to be available to help pay for the student’s postsecondary
education. If the contribution from assets is less than zero, it’s set to
zero.

Alternate EFCs for other than 9-month enroliment

The standard EFC is for a 9-month enrollment period. If the student will be enrolled for less than
9 months, the EFC is simply prorated by dividing it by 9 and then multiplying the result by the
number of months the student will be enrolled. For an enrollment of more than 9 months,
however, the EFC will now remain at the 9-month amount.

Elizabeth and Doug:

Independent students w/o dependents

Total Income

Elizabeth is married, but has no other dependents. Her AGI is $35,000; her income earned from work is
$10,000 and her hushand’s income earned from work is $25,000. She reported no untaxed income on the
FAFSA, s0 her total taxable and untaxed income is $35,000. She reported $6,000 in exclusions on the
FAFSA in question 46; therefore, her total income is $29,000.

Doug is a graduate student, and has no dependents. He didn’t file a tax return, so he has no AGI. His
income earned from work is $4,000. He reports no untaxed income and no exclusions on the FAFSA, so
his total income is $4,000. Because Doug’s parents have been paying his expenses, the FAA at Guerrero
University makes an adjustment to Doug’s application to account for their support. The FAA adds
$12,000 as untaxed income. After the adjustment, Doug’s total taxable and untaxed income is $16,000.
He still has no exclusions on the FAFSA, so his total income is $16,000.

Allowances and Contribution from Available Income

Elizabeth reported income tax paid of $3,371. Her state of legal residence is Ohio, so her state and other tax
allowance is $29,000 x 5% = $1,450. Her Social Security tax allowance is $10,000 x 7.65% = $765,
and her hushand’s Social Security tax allowance is $25,000 x 7.65% = $1913. Her husband isn’t
enrolled at least half time, so her income protection allowance is $8,180. Her employment expense
allowance is $2,900, because 35% of her income is $3,500. Elizabeth’s total allowances equal $18,579.
Her available income is $29,000 - $18,579 = $10,421, and her contribution from income is $10,421 x
50% = $5,211.
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Doug reported zero U.S. income tax paid on the FAFSA. His state of legal residence is Florida, so on his
original application his state and other tax allowance is $4,000 x 1% = $40. Doug’s Social Security tax
allowance is $4,000 x 7.65%6=$306. His income protection allowance is $5,110, and his employment
expense allowance is zero. Doug’s total allowances equal $5,456. His available income is $4,000 -
$5,456=-$1,456, and his contribution from income is -$1,456 x 50% = -$728. After the FAA at
Guerrero makes her professional judgment adjustment, his state and other tax allowance is $16,000 x 1%
= $160. The other allowances are the same as before, and now Doug’s total allowances equal $5,576. His
available income is $16,000 - $5,576 = $10,424, and his contribution from income is $10,424 x 50%
=$5,212.

Contribution from Assets Examples

Elizabeth reported $900 for cash, savings, and checking on the FAFSA. Her hushand also has a business
with a negative net worth; following the instructions on the FAFSA, she reported this net worth as zero.
The adjusted net worth of the business (the amount to be used in the EFC calculation) is also zero.
Elizabeth is 24 years old, so her asset protection allowance is $0. Her discretionary net worth is $900 - $0
= $900. Multiplying this by the conversion rate of 35%b, her contribution from assets is $315. Because
Elizabeth and her husband were required to complete a 1040, Elizabeth doesn’t qualify for the simplified
formula.

Doug reported $20 for cash, savings, and checking on the FAFSA. He reported no other assets. He’s 29
years old as of December 31, 1999, so his asset protection allowance is $6,600. His discretionary net
worth is -$6,580; multiplying that amount by the conversion rate of 35%o results in a negative number.
Because the result is negative, Doug’s contribution from assets is zero. Doug qualifies for the simplified
formula, but because the contribution from assets is zero the EFC from the two formulas will be the same.

Final EFC Examples

Elizabeth’s contribution from income and assets is $5,211 + $315 = $5,526. Because there’s only one
person in college, her EFC is also 5526. If her hushand were also enrolled in college, her income protection
allowance would have been lower ($5,110), so her available income would be higher. Her contribution from
income would have been $6,746, and her contribution from income and assets would have been $7,061.
Because there would be two household members in college, this amount would have been divided by 2 to
determine Elizabeth’s EFC, 3530.

On Doug’s original application, his contribution from income and assets is -$728 + 0 = -$728. Dividing
this by the number in college, 1, the EFC would be —728. Because this amount is less than zero, it’s set to
zero, and Doug’s EFC is zero. After the FAA adjusts Doug’s application to add in support from his parents,
his contribution from income and assets is $5,212 + 0 = $5,212. Because there’s only one person in college,
this is also his EFC, 5212.



2001-02 EFC FORMULA E: INDEPENDENT STUDENT
Without Dependent(s) Other Than A Spouse

1. Student’s and spouse’s Adjusted Gross Income
(FAFSA/SAR #39) (If negative, enter zero.)

2. a. Student'sincome earned from work
(FAFSA/SAR #42)

2. b. Spouse’s income earned from work
(FAFSA/SAR #43) +

Total student/spouse income earned fromwork = 2.

3. Student/spouse Taxable Income
(If tax filers, enter the amount from line 1 above.
If non-tax filers, enter the amount from line 2.)

4. Untaxed income and benefits:

« Total from FAFSA Worksheet A
(FAFSA/SAR #44)

» Total from FAFSA Worksheet B
(FAFSA/SAR #45) +

Total untaxed income and benefits =4

5. Taxable and untaxed income
(sum of line 3 and line 4)

6. Total from FAFSA Worksheet C (FAFSA/SAR #46) -

7. TOTAL INCOME
(line 5 minus line 6) May be a negative number. =

ALLOWANCES AGAINST STUDENT/SPOUSE INCOME

8. 2000 U.S. income tax paid (FAFSA/SAR #40)
(tax filers only); if negative, enter zero.

9. State and other tax allowance
(Table B1. If negative, enter zero.) +

10. Student’s Social Security tax (Table B2) +

11. Spouse’s Social Security tax (Table B2) +

12. Income protection allowance:
» $5,110 for unmarried or separated student;

» $5,110 for married student if both student
& spouse are enrolled at least 1/2 time;

e $8,180 for married student if only the
student is enrolled at least 1/2 time. +

REGULAR
WORKSHEET
Page 1

CONTRIBUTION FROM AVAILABLE INCOME

Total income (from line 7)

Total allowances (from line 14) -

15. AVAILABLE INCOME (Al) =

16. Assessment rate X .50

17. CONTRIBUTION FROM Al
May be a negative number.

STUDENT/SPOUSE CONTRIBUTION FROM ASSETS

18. Networth of investments*
(FAFSA/SAR #47)
If negative, enter zero.

19. Net worth of business and/or investment farm
(FAFSA/SAR #48)
If negative, enter zero.

20. Adjusted net worth of business/farm

(Calculate using Table B3.) +
21. Cash, savings, & checking (FAFSA/SAR #49) +
22. Net worth (sum of lines 18, 20, and 21) =
23. Asset protection allowance (Table B4) -
24. Discretionary net worth (line 22 minus line 23) =
25. Asset conversion rate X .35

26. CONTRIBUTION FROM ASSETS
If negative, enter zero.

EXPECTED FAMILY CONTRIBUTION

Contribution from Al (from line 17)
May be a negative number.

Contribution from assets (from line 26) +

27. Contribution from Al and assets =

28. Number in college in 2001-02
(FAFSA/SAR #85) +

29. EXPECTED FAMILY CONTRIBUTION for 9-

month enrollment (If negative, enter zero.)** =

13. Employment expense allowance:

« |f student is not married or is separated,
the allowance is zero.

« |f student is married but only one person is
working (the student or spouse), the
allowance is zero.

 If student is married and both student and
spouse are working, the allowance is
35% of the lesser of the earned incomes,
or $2,900, whichever is less. +

14. TOTAL ALLOWANCES =

*Do not include the student's home.

**To calculate the EFC for less than 9-month enroliment, see the
next page. If the student is enrolled for more than 9 months, use
the 9-month EFC (line 29 above).

Worksheets



NOTE: Use this additional page to prorate the EFC only if the student will be enrolled for less than 9 months and only to
determine the student’s need for campus-based aid, a subsidized Federal Stafford Loan, or a subsidized Federal Direct
Stafford/Ford Loan. Do not use this page to prorate the EFC for a Federal Pell Grant. The EFC for the Federal Pell Grant
Program is the 9-month EFC used in conjunction with the cost of attendance to determine a Federal Pell Grant award from
the Payment or Disbursement Schedule.

REGULAR
WORKSHEET
Page 2

Calculation of Expected Family Contribution for a Student Enrolled for Less Than 9 Months

Expected Family Contribution
(standard contribution for 9-month enroliment, from line 29)

Divide by 9 + 9

Expected Family Contribution per month =

Multiply by number of months of enroliment X

Expected Family Contribution for less than 9-month enroliment® =

*Substitute the student’s EFC for less than 9-month enrollment in place of the
EFC for the standard 9-month enrollment (Worksheet B, line 29).

EFC Formula, 2001-02



2001-02 EFC FORMULA E: INDEPENDENT STUDENT \%g;k'SFLEE%T
Without Dependent(s) Other Than A Spouse B

Page 1
D PO O 000 CONTRIBUTION FROM AVAILABLE INCOME

1. Student's and spouse’s Adjusted Gross Income Total income (from line 7)
(FAFSA/SAR #39) (If negative, enter zero.)

Total allowances (from line 14) -

2. a. Student’sincome eamned from work —
(FAFSA/SAR #42) 15. AVAILABLE INCOME (Al) =

2. b. Spouse’s income eamned from work 16. Assessment rate X 50

(FAFSAISAR #43) +— 17. CONTRIBUTION FROM Al
May be a negative number.

Total student/spouse income earned fromwork = 2.

3. ﬁ}ﬁg}iﬁ%ﬁiﬂﬁéﬁfgﬂﬁ?&% e 1 above STUDENT/SPOUSE CONTRIBUTION FROM ASSETS

If non-tax filers, enter the amount from line 2.) 18. Net worth of investments*

(FAFSA/SAR #47)

4. Untaxed income and benefits: If negative, enter zero.

* Total from FAFSA Worksheet A 19. Net worth of business and/or investment farm
(FAFSA/SAR #44) - (FAFSA/SAR #48)
If negative, enter zero.

» Total from FAFSA Worksheet B

(FAFSAISAR #45) e %% (Chicuiate wsing Toble B3y .

Total untaxed income and benefits =4 21. Cash, savings, & checking (FAFSA/SAR #49) +

5. Taxable and untaxed income 22. Net worth (sum of lines 18, 20, and 21) =

(sum offine 3 and line 4) 23. Asset protection allowance (Table B4) -

6. Total from FAFSA Worksheet C (FAFSASAR #46) - 24. Discretionary net worth (line 22 minus line 23) =
7. TOTAL INCOME 25. Asset conversion rate X .35

(line 5 minus line 6) May be a negative number. =

26. CONTRIBUTION FROM ASSETS
If negative, enter zero.

ALLOWANCES AGAINST STUDENT/SPOUSE INCOME

8. 2000 U.S. income tax paid (FAFSA/SAR #40)
(tax filers only); if negative, enter zero.

9. State and other tax allowance EXPECTED FAMILY CONTRIBUTION

i +
(Table B1. If negative, enter zero.) Contribution from Al (from line 17)

10. Student’s Social Security tax (Table B2) + May be a negative number.

11. Spouse’s Social Security tax (Table B2) + Contribution from assets (from line 26) +

12. Income protection allowance: 27. Contribution from Al and assets =

28. Number in college in 2001-02

* $5,110 for unmarried or separated student; (FAFSA/SAR #85) -

¢ $5,110 for married student if both student

& spouse are enrolled at least 1/2 time: 29. EXPECTED FAMILY CONTRIBUTION for 9-

month enrollment (If negative, enter zero.)** =

« $8,180 for married student if only the
student is enrolled at least 1/2 time. +

13. Employment expense allowance: *Do not include the student's home

« |f student is not married or is separated,

the allowance is zero. **Tgo calculate the EFC for less than 9-month enroliment, see the
next page. If the student is enrolled for more than 9 months, use
« |f student is married but only one person is the 9-month EFC (line 29 above).

working (the student or spouse), the
allowance is zero.

« |f student is married and both student and
spouse are working, the allowance is
35% of the lesser of the earned incomes,
or $2,900, whichever is less. +

14. TOTAL ALLOWANCES =

Worksheets



NOTE: Use this additional page to prorate the EFC only if the student will be enrolled for less than 9 months and only to
determine the student’s need for campus-based aid, a subsidized Federal Stafford Loan, or a subsidized Federal Direct
Stafford/Ford Loan. Do not use this page to prorate the EFC for a Federal Pell Grant. The EFC for the Federal Pell Grant
Program is the 9-month EFC used in conjunction with the cost of attendance to determine a Federal Pell Grant award from
the Payment or Disbursement Schedule.

SIMPLIFIED
WORKSHEET
Page 2

Calculation of Expected Family Contribution for a Student Enrolled for Less Than 9 Months

Expected Family Contribution
(standard contribution for 9-month enroliment, from line 29)

Divide by 9 + 9

Expected Family Contribution per month =

Multiply by number of months of enroliment X

Expected Family Contribution for less than 9-month enroliment* =

*Substitute the student’s EFC for less than 9-month enrollment in place of the
EFC for the standard 9-month enroliment (Worksheet B, line 29).

EFC Formula, 2001-02



Table B1: State and Other Tax Allowance

Alabama .........cccceeeviiiiiiiiiieeeen, 3%
Alaska .....ccooeeeeviiiiiiiiiiiieeeeeee, 0%
American Samoa ............c.eeeeeee. 2%
AliZONA ..oovvieeeiiiiieieeeeeee e, 3%
Arkansas ........cccoeeeeeeeiiiiiieieeeeeenn, 4%
California .....coooeeeeeevviiiiiieeieeiinn. 5%
Canada .......ccoceeeeeeeiieiiiieeeeeeeen, 2%
Colorado ......cccoeeeeveeviiiiieeeieeiinne. 4%
ConnectiCut .....cooeeeevvvieeieeeieeiinnnn. 2%
Delaware .......cccoeeeeeevviviiieieeneennn, 5%
District of Columbia .................... 7%
Federated States

of Micronesia ...........cccoeeeeenens 2%
Florida.....cccooevvviiiiieeeiiiiieeeeeeeen, 1%
GEOIGIA .uvvvveeeeeeie e e 4%
GUAM ..o 2%
Hawali .....coooeevveviiiieeiiiiiiieieeeeee, 6%
Idaho ..., 5%
HiNOIS ..ot 2%
Indiana ........cooevvieeieeiiiiiiieeeeeeenen, 4%
lOWa ..o 5%
Kansas......ccooooveeeiiiieeiiiieeeeies 4%
Kentucky ..o, 5%
Louisiana ........ccoeeeeeeeiieiviieeeeeeenn, 2%
MaINE ....vveeiieiiiiiieeeeeeee e 5%
Marshall Islands........c.c.cccoeeeeeee. 2%
Maryland ........cccoooviiiiiiiiieeee, 6%
Massachusetts..........cccceeeeeeeeeenn. 5%
MEXICO vvvneeeeeieiiiieeeeeeeiicee e, 2%
Michigan ........cccoooiiiiiiiiiiieenn, 4%
Minnesota .......ccceeeeeeeeeviiieeeeeeeenn, 6%
MiSSISSIPPI «evveeeeeeiiiiiiiiiiieeaeeeeee 3%

MISSOUT ...ceeeeevieeieeeeeieee e, 3%
Montana..........ccccoeoiiiiiiineee 5%
Nebraska .......ccccoeeevvivviieiieeniinnnnn, 4%
Nevada ........cccceeeeieeieiiiiieeieeeeeen, 0%
New Hampshire ..........ccccoceeeeenn. 1%
New Jersey ........ccccvveveieiiiinnnnnnns 3%
New MeXiCO .....ccoeeevvvvviieeeeeeeennnnn. 4%
New YOrk ......cccoeeveeeieiviiineeeeneinnnn, 7%
North Carolina .........cccceeeeeeerennnn. 5%
North Dakota ...........ccoeeeeeeeerennnnn. 2%
Northern Mariana Islands ........... 2%
ORIO v 5%
Oklahoma .....ccooeevvvvviiiiiieiiiiiin, 4%
Oregon ... 6%
Palau .....c.ccoovvvveeiieiiiiiieeeeeee, 2%
Pennsylvania ............cccocveeeeeeenn. 3%
Puerto RiCO ......coovevvveiiiiieeeieiinnnn. 2%
Rhode Island ...........ccoceeeveeenennn. 4%
South Carolina.......cccoeeeeevvevvnnnn... 5%
South Dakota........cccceeeeeeeeevvnnnnn.. 0%
TENNESSEE ...covneeiiieeeeeeeeeeee, 0%
TEXAS uiiiiieiiie e 0%
Utah .o, 5%
Vermont ......ccceeeeieieeiiieeiiieeeeennn, 4%
Virgin Islands .........ccccccceinnis 2%
Virginia ... 4%
Washington ............ococcviiiiieeenenn. 0%
West Virginia .........cccovvveeeeenennenn. 4%
WISCONSIN ...cooevviieeeeeiiiiee e, 5%
WYOMING .eeeviiiieeiiiiiiiieeeeeeeeeen 0%
Blank or Invalid State................... 2%
OTHER ..., 2%

Multiply the total income of student and spouse (EFC Formula Worksheet B, line 7)
by the appropriate rate from the table above to get the “state and other tax
allowance” (line 9 of Worksheet B). Use the student’s state of legal residence
(FAFSA/SAR #24) reported on the FAFSA. If this item is blank or invalid, use the
state in the student’s mailing address (FAFSA/SAR #6). If both items are blank or

invalid, use rate for blank or invalid state above.

Worksheets




Table B2: Social Security Tax

Calculate separately the Social Security tax of student and spouse.

Income Earned from Work* Social Security Tax
$0 - $76,200 7.65% of income
$76,201 or greater $5,829.30 + 1.45% of amount over $76,200

*Student’'s 2000 income earned from work is FAFSA/SAR #42.
Spouse’s 2000 income earned from work is FAFSA/SAR #43.
Social Security tax will never be less than zero.

Table B3: Business/Farm Net Worth Adjustment
If the net worth of a Then the adjusted
business or farm is— net worth is—
Less than $1 $0
$1 to $90,000 40% of net worth of business/farm
$90,001 to $275,000 $ 36,000 + 50% of excess over $90,000
$275,001 to $455,000 $128,500 + 60% of excess over $275,000
$455,001 or more $236,500 + 100% of excess over $455,000

EFC Formula, 2001-02



Table B4
Asset Protection Allowance

Allowance for—

Age of student Married Unmarried
as of 12/31/01* Student Student
25 or less.. 0 0
26 .. 2,500 1,500
27 i 5,000 2,900
28 e 7,500 4,400
29 e 10,000 5,800
30 . 12,500 7,300
31 . 15,000 8,800
32 i 17,500 10,200
33 i 19,900 11,700
34 . 22,400 13,100
35 i 24,900 14,600
36 . 27,400 16,100
37 i 29,900 17,500
CTS 32,400 19,000
39 . 34,900 20,400
40 ............ 37,400 21,900
41 ... 38,400 22,300
42 ... 39,300 22,800
43 ... 40,300 23,300
44 ... 41,400 23,800
45 ... 42,400 24,400
46 ............ 43,500 24,900
47 ............ 44,600 25,500
48 ............ 45,700 26,100
49 ... 46,800 26,700
50 .ccceeeee 48,300 27,200
51 i 49,500 27,900
52 i 50,800 28,600
53 i 52,300 29,400
54 ..counen. 53,600 30,100
55 i 55,300 30,800
56 .cccernee 56,900 31,500
57 oo 58,700 32,400
58 oo 60,400 33,200
59 . 62,200 34,200
60 ............ 64,100 35,000
61 ... 66,000 36,000
62 .ccuvene 68,300 37,000
63 .. 70,600 38,000
64 ... 72,700 39,100
65 or more 75,100 40,400

*Determine student’s age as of 12/31/01 from
student’s date of birth (FAFSA/SAR #9)

Worksheets
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Formula for independent FORMULA C — INDEPENDENT STUDENT WITH
student with dependents other  DEPENDENTS OTHER THAN A SPOUSE
than a spouse The EFC for an independent student with dependents other than

a spouse is calculated using the information for the student and
e Contribution from Assets spouse provided on the FAFSA. The formula is almost the same as the
- , formula for the parents of a dependent student. There are three basic

Calculation of the student’s . , . . . .

EFC steps. First, the student’s available income is determined. Then, the
student’s contribution from assets is calculated. Finally, the EFC is
calculated using the available income, the contribution from assets,
and the number in college.

[0 Available income

At the end of this section are worksheets and tables that can be
used to calculate the EFC for an independent student without
dependents other than a spouse. For those items that are taken from
the FAFSA, the worksheets indicate the corresponding FAFSA/SAR
line numbers. On the worksheets for the simplified formula, the parts
of the calculation that aren’t used are greyed out.

Available Income

Available income is calculated by subtracting certain allowances
from the student’s total income. These allowances account for certain
nondiscretionary expenses, such as taxes and basic living expenses.
Once a minimum level of support has been provided for those
expenses, the formula assumes that the remaining income is available
for discretionary purposes, including paying for a postsecondary
education. The available income can be a negative number.

v Student’s total income. The student’s total income is the sum of
the student’s and his or her spouse’s (if the student is married) taxable
and untaxed income, minus amounts reported in the income on the
FAFSA but excluded from the formula (see the Application and
Verification Guide for more information on these exclusions). If the
student and spouse are taxfilers, AGI as reported on the FAFSA is the
amount of taxable income used in the calculation. If the student and
spouse are not taxfilers, the calculation uses reported income earned
from work. Note that “earned income credit” is included as part of
total untaxed income and benefits only if the student and spouse are
taxfilers. Total income can be a negative number.

v Allowances against income. Total allowances are calculated by
adding the following:

* U.S. Income tax paid. Use the amount reported on the FAFSA.
Non-taxfilers don’t receive this allowance. If this is a negative
amount, it is set to zero.

« State and other tax allowance. Use Table C1. This allowance is a
percentage of the total income and approximates the average
amount paid in state and other taxes. The percentage varies
according to the state and according to whether the total
income is below $15,000 or is $15,000 or more. The state to be
used is the student’s state of legal residence reported on the
FAFSA. If this item is blank or invalid, the state in the student’s
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Ch.6—Expected Family Contribution

mailing address is used. If both items are blank or invalid, the Formula for independent

rate for a blank or invalid state is used (4% for total income student with dependents other
below $15,000; 3% for total income of $15,000 or more). If the than a spouse

allowance is a negative amount, it’s set to zero.

® Available income

. . . [J Contribution from Assets
 Social Security tax allowance. The student’s and spouse’s Social e Calculation of the

Security taxes are calculated separately by applying the tax rates student’s EFC
shown in Table C2 to the student’s income earned from work

and the spouse’s income earned from work in 2000 (as reported

on the FAFSA). The total allowance for Social Security taxes is

never less than zero.

= Income protection allowance. Use Table C3. This allowance is a
provision for the basic living expenses of a family. The allowance
varies according to the number in the student’s household and
the number in college in 2001-2002, as reported on the FAFSA.
In general, a school can assume that 30% of the income
protection allowance amount is for food, 22% for housing, 9%
for transportation expenses, 16% for clothing and personal care,
11% for medical care, and 12% for other family consumption.
The income protection allowance used for a particular student
is provided as one of the intermediate values in the FAA
Information Section of the output document (labeled as “IPA”).

* Employment expense allowance. Families with two working
parents and one-parent families have extra expenses that must
be considered, such as housekeeping services, transportation,
clothing and upkeep, and meals away from home. This
allowance recognizes those extra expenses. When both the
student and spouse work, the allowance is 35% of the lesser of
the student’s income earned from work (question 42) or the
spouse’s income earned from work (question 43), but may not
exceed $2,900. If the student isn’t married, the allowance is 35%
of the student’s income earned from work, or $2,900, whichever
is less. If a student is married and only the student or the spouse
(but not both) reports an income earned from work, the
allowance is zero. The employment expense allowance is never
less than zero.

Contribution from Assets

In the full formula, the assets of an independent student with
dependents other than a spouse are considered in order to fully
measure the family’s ability to contribute toward postsecondary
educational costs. The formula evaluates the family’s asset situation
and determines a “contribution from assets,” an amount that is
combined with available income to give an accurate picture of the
family’s financial strengths. In the simplified formula, the assets aren’t
counted at all.

First, the net worth of a student and spouse’s assets is calculated by
adding assets reported on the FAFSA. The net worth of a business or
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L]
Formula for independent
student with dependents other
than a spouse

® Available income

® Contribution from Assets

[J Calculation of the
student’s EFC

farm is adjusted to protect a portion of these assets. Use Table C4 to
calculate the amount to be used.

Second, the student and spouse’s discretionary net worth is
calculated by subtracting the asset protection allowance (Table C5)
from the net worth. The allowance increases with the age of the
student as of December 31, 2001, which may be determined from the
student’s date of birth (as reported on the FAFSA). This is done to
protect a portion of assets that may be needed for purposes other than
education, such as emergencies or retirement. Discretionary net worth
can be less than zero.

Finally, the discretionary net worth is multiplied by the conversion
rate of 12% to obtain the contribution from assets, which represents
the portion of the value of the student and spouse’s assets that may be
considered to be available to help pay for the student’s postsecondary
education. If the contribution from assets is less than zero, it is set to
zero.

Calculation of Student’s EFC

This is the final step in determining the EFC for the independent
student with dependents other than a spouse. The available income
and the contribution from assets are added together to obtain the
adjusted available income. The adjusted available income can be a
negative number. The total contribution from adjusted available
income is calculated from using Table C6. This is the total amount the
student’s family is expected to contribute toward family postsecondary
educational costs. The rates in Table C6 increase from 22% to 47% as
the adjusted available income increases. The rate is based on the
principle that as income increases beyond the amount needed to
maintain a basic standard of living, the portion used for family
maintenance decreases, while the portion available for discretionary
purposes increases. The larger the income, the easier it is for a family
to contribute toward postsecondary educational costs with less effect
on the maintenance of the family.

The EFC is calculated by dividing the total student’s contribution
from adjusted available income by the number in college in 2001-
2002, as reported on the FAFSA. The result is the EFC for the 2001-
2002 award period.

Alternate EFCs for other than 9-month enrollment

The standard EFC is for a 9-month enrollment period. If the student will be enrolled for less than
9 months, the EFC s simply prorated by dividing it by 9 and then multiplying the result by the
number of months the student will be enrolled. For an enrollment of more than 9 months,
however, the EFC will now remain at the 9-month amount.
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Allen and Eddy:

Independent students w/ dependents

Total Income

Allen is married and has two children. He reports an AGI of $55,000 on the FAFSA. His income
earned from work is $15,000 and his wife’s income earned from work is $40,000. He also listed
$1,000 in untaxed income on the FAFSA in question 45. His total taxable and untaxed income is
$56,000. He reported no exclusions on the FAFSA in question 46; therefore, his total income is
$56,000.

Eddy is an independent student. He and his wife are separated, but his nephew Chavo is his
dependent. He reported an AGI of $33,000 on the FAFSA, and also reported income earned from work
of $12,500. He listed no untaxed income and no exclusions, so his total income is $33,000. However,
Eddy’s application is selected for verification. When Guerrero University receives Eddy’s tax form, it
discovers that the AGI Eddy reported included his wife’s income. Guerrero determines that Eddy should
have reported an AGI of $12,950. He still has no untaxed income or exclusions, so when he makes the
correction his total income will be $12,950.

Allowance and Available Income

Allen reported on the FAFSA that he paid $5,569 in U.S. income tax. He lives in New York, so the
percentage he uses for calculating state and local taxes is 10%. His allowance for state and local taxes
is $56,000 x 10%0=%5,600. His Social Security tax allowance is $15,000 x 7.65%0=%1,148; his wife’s
Social Security tax allowance is $40,000 x 7.65%=$3,060. He reported a household size of four, with
one household member in college, so his income protection allowance is $19,630. His employment
expense allowance is $2,900, because 35%b of his income (the lower of the two) is $5,250. Therefore, the
total allowances used in calculating Allen’s EFC are $37,901. His available income is $18,093.

Eddy reported $1,864 U.S. income tax paid on the FAFSA. He lives in Florida, so the percentage he uses
for calculating state and local taxes is 3%o. His allowance for state and local taxes is $33,000 x 3% =
$990. His Social Security tax allowance is $12,500 x 7.65%6=$956. His household size is two, with
two in college, so his income protection allowance is $10,580. Because he’s not married, his employment
expense allowance is $2,900 (35%b of his income earned from work is $4,375). The total allowances
used in calculating Eddy’s EFC on his original application are $17,290, and his available income is
$15,710. In verifying Eddy’s application, Guerrero discovers that the amount Eddy reported for taxes
paid included tax on his wife’s income. Because they’re separated, he should only have included his own
part of the U.S. income tax paid, which was $197. Also, when he makes the income correction, his
allowance for state and local taxes will be $12,950 x 4% = $518. The other allowances are still the
same, so his total allowances when he makes the correction will be $15,151, and his available income
will be -$2,201.



Contribution from Assets

Allen reported $4,000 for cash, savings, and checking on the FAFSA. He also reported $15,000 for the
net worth of investments. His net worth is $19,000. Allen is 32, so his asset protection allowance is
$17,500. His discretionary net worth is $19,000 - $17,500 = $1,500. Multiplying this by the
conversion rate of 12%o, his contribution from assets is $180.

Eddy reported $100 for cash, savings, and checking on the FAFSA. He reported no other assets. His net
worth is $100. Eddy is 28, so his asset protection allowance is $4,400. His discretionary net worth is
$100 - $4,400 = -$4,300. Multiplying this by the conversion rate of 12% produces a negative number,
so Eddy’s contribution from assets is zero. Eddy qualifies for the simplified formula, but the secondary
EFC he gets will be the same as the primary EFC.

EFC Calculation

Allen’s available income is $18,903 and his contribution from assets is $180, so his adjusted available
income is $18,273. The total contribution from adjusted available income is $4,074 + ($1,073 x
3490)=$4,439. Because the number of household members in college is one, Allen’s EFC is also 4,439.

Eddy’s available income from his original application $15,710, and his contribution from assets is
zero. His adjusted available income is $15,710. The total contribution from adjusted available income
is $3,233 + ($1,410 x 29%) = $3,642. Because there are two household members in college, the total
contribution from adjusted available income is divided by two to produce the EFC, so Eddy’s EFC is
1,821. After he fixes the problems discovered through verification, his available income is -$2,201. His
contribution from assets is still zero, so his adjusted available income is -$2,201. According to Table
C6, Eddy’s total contribution from adjusted available income is -$2,201 x 22% = -$598. Because this
amount is negative, the total contribution from adjusted available income is set to zero. Dividing this by
two results in an EFC of zero.



2001-02 EFC FORMULA [&: INDEPENDENT STUDENT RRGULAR
With Dependent(s) Other Than A Spouse \léVOR}iSHEET C
age

1. Student’s and spouse’s Adjusted Gross Income
(FAFSA/SAR #39) (If negative, enter zero.)

2. a. Student'sincome earned from work
(FAFSA/SAR #42)

2. b. Spouse’s income earned from work
(FAFSA/SAR #43) +

Total student/spouse income earned fromwork = 2.

STUDENT/SPOUSE CONTRIBUTION FROM ASSETS

16. Net worth of investments**
(FAFSA/SAR #47)
If negative, enter zero.

17. Net worth of business and/or investment farm
(FAFSA/SAR #48)
If negative, enter zero.

18. Adjusted net worth of business/farm

3. Student/spouse Taxable Income
(If tax filers, enter the amount from line 1 above.
If non-tax filers, enter the amount from line 2.)*

4. Untaxed income and benefits:

» Total from FAFSA Worksheet A
(FAFSA/SAR #44)

« Total from FAFSA Worksheet B
(FAFSA/SAR #45) +

Total untaxed income and benefits =4

5. Taxable and untaxed income
(sum of line 3 and line 4)

6. Total from FAFSA Worksheet C (FAFSA/SAR #46) -

7. TOTAL INCOME
(line 5 minus line 6) May be a negative number. =

8. 2000 U.S. income tax paid (FAFSA/SAR #40)
(tax filers only); if negative, enter zero.

ALLOWANCES AGAINST STUDENT/SPOUSE INCOME

(Calculate using Table C4.) +
19. Cash, savings, & checking (FAFSA/SAR #49) +
20. Net worth (sum of lines 16, 18, and 19) =
21. Asset protection allowance (Table C5) -
22. Discretionary net worth (line 20 minus line 21) =
23. Asset conversion rate X A2

24. CONTRIBUTION FROM ASSETS
If negative, enter zero.

EXPECTED FAMILY CONTRIBUTION

Available Income (Al) (from line 15)

Contribution from assets (from line 24) +

25. Adjusted Available Income (AAI)
May be a negative number. =

26. Total contribution from AAI
(Calculate using Table C6; if negative, enter zero.)

27. Number in college in 2001-02

13. Employment expense allowance:

 Student and spouse both working: 35% of the
lesser of the earned incomes, or $2,900,
whichever is less

* One-parent families: 35% of earned income,
or $2,900, whichever is less

 Student or spouse working (not both): zero  +

14. TOTAL ALLOWANCES =

Total income (from line 7)

AVAILABLE INCOME

Total allowances (from line 14) -

15. AVAILABLE INCOME (Al)
May be a negative number. =

*STOP HERE if both of the following are true: line 3 is $13,000 or less,
and the student and spouse are eligible to file a 2000 IRS Form 1040A or
1040EZ (they are not required to file a 2000 Form 1040), or they are not
required to file any income tax return. Under these circumstances, the

student's EFC is zero.

(FAFSA/SAR #85) +
9. State and other tax allowance
(Table C1. If negative, enter zero.) + 28. EXPECTED FAMILY CONTRIBUTION
, ) . for 9-month enrollment (If negative, enter zero.)***
10. Student’s Social Security tax (Table C2) +
11. Spouse’s Social Security tax (Table C2) +
12. Income protection allowance (Table C3) + **Dg not include the student’s home.

***Tg calculate the EFC for less than 9-month enrollment, see the
next page. If the student is enrolled for more than 9 months, use
the 9-month EFC (line 28 above).

Worksheets



NOTE: Use this additional page to prorate the EFC only if the student will be enrolled for less than 9 months and only to
determine the student’s need for campus-based aid, a subsidized Federal Stafford Loan, or a subsidized Federal Direct
Stafford/Ford Loan. Do not use this page to prorate the EFC for a Federal Pell Grant. The EFC for the Federal Pell Grant
Program is the 9-month EFC used in conjunction with the cost of attendance to determine a Federal Pell Grant award from
the Payment or Disbursement Schedule.

REGULAR
WORKSHEET
Page 2

Calculation of Expected Family Contribution for a Student Enrolled for Less Than 9 Months

Expected Family Contribution
(standard contribution for 9-month enroliment, from line 28)

Divide by 9 + 9

Expected Family Contribution per month =

Multiply by number of months of enroliment X

Expected Family Contribution for less than 9-month enroliment* =

*Substitute the student’s EFC for less than 9-month enroliment in place of the
EFC for the standard 9-month enrollment (Worksheet B, line 28).

EFC Formula, 2001-02



2001-02 EFC FORMULA : INDEPENDENT STUDENT
With Dependent(s) Other Than A Spouse

STUDENT/SPOUSE INCOME IN 2000
1. Student’s and spouse’s Adjusted Gross Income

(FAFSA/SAR #39) (If negative, enter zero.)

2. a. Student'sincome earned from work
(FAFSA/SAR #42)

2. b. Spouse’sincome earned from work
(FAFSA/SAR #43) +

Total student/spouse income earned fromwork = 2.

SIMPLIFIED
WORKSHEET
Page 1

STUDENT/SPOUSE CONTRIBUTION FROM ASSETS

16. Net worth of investments**
(FAFSA/SAR #47)
If negative, enter zero.

17. Net worth of business and/or investment farm
(FAFSA/SAR #48)
If negative, enter zero.

18. Adjusted net worth of business/farm
(Calculate using Table C4.) AF

3. Student/spouse Taxable Income
(If tax filers, enter the amount from line 1 above.
If non-tax filers, enter the amount from line 2.)*

4. Untaxed income and benefits:

» Total from FAFSA Worksheet A
(FAFSA/SAR #44)

« Total from FAFSA Worksheet B
(FAFSA/SAR #45) +

Total untaxed income and benefits =4

5. Taxable and untaxed income
(sum of line 3 and line 4)

6. Total from FAFSA Worksheet C (FAFSA/SAR #46) -

7. TOTAL INCOME
(line 5 minus line 6) May be a negative number. =

8. 2000 U.S. income tax paid (FAFSA/SAR #40)
(tax filers only); if negative, enter zero.

ALLOWANCES AGAINST STUDENT/SPOUSE INCOME

19. Cash, savings, & checking (FAFSA/SAR #49) +
20. Net worth (sum of lines 16, 18, and 19) =
21. Asset protection allowance (Table C5) -
22. Discretionary net worth (line 20 minus line 21) =
23. Asset conversion rate X A2

24. CONTRIBUTION FROM ASSETS
If negative, enter zero.

EXPECTED FAMILY CONTRIBUTION

Available income (Al) (from line 15)

Contribution from assets (from line 24) S

25. Adjusted available income (AAI)
May be a negative number. =

26. Total contribution from AAI
(Calculate using Table C6; if negative, enter zero.)

27. Number in college in 2001-02

9. State and other tax allowance (FAFSA/SAR #85) N
(Table C1. If negative, enter zero.) * 28. EXPECTED FAMILY CONTRIBUTION

10. Student's Social Security tax (Table C2) . for 9-month enrollment (If negative, enter zero.)***

11. Spouse’s Social Security tax (Table C2) +

12. Income protection allowance (Table C3) +

13. Employment expense allowance:

 Student and spouse both working: 35% of the
lesser of the earned incomes, or $2,900,
whichever is less

¢ One-parent families: 35% of earned income,
or $2,900, whichever is less

 Student or spouse working (not both): zero  +

14. TOTAL ALLOWANCES =

Total income (from line 7)

AVAILABLE INCOME

Total allowances (from line 14) -

15. AVAILABLE INCOME (Al)
May be a negative number. =

*STOP HERE if both of the following are true: line 3 is $13,000 or less,
and the student and spouse are eligible to file a 2000 IRS Form 1040A or
1040EZ (they are not required to file a 2000 Form 1040), or they are not
required to file any income tax return. Under these circumstances, the

student's EFC is zero.

**Do not include the student’s home.

***Tg calculate the EFC for less than 9-month enrollment, see the
next page. If the student is enrolled for more than 9 months, use
the 9-month EFC (line 28 above).

Worksheets



NOTE: Use this additional page to prorate the EFC only if the student will be enrolled for less than 9 months and only to
determine the student’s need for campus-based aid, a subsidized Federal Stafford Loan, or a subsidized Federal Direct
Stafford/Ford Loan. Do not use this page to prorate the EFC for a Federal Pell Grant. The EFC for the Federal Pell Grant
Program is the 9-month EFC used in conjunction with the cost of attendance to determine a Federal Pell Grant award from
the Payment or Disbursement Schedule.

SIMPLIFIED
WORKSHEET

Page 2

Calculation of Expected Family Contribution for a Student Enrolled for Less Than 9 Months

Expected Family Contribution
(standard contribution for 9-month enrollment, from line 28)

Divide by 9 + 9

Expected Family Contribution per month =

Multiply by number of months enrollment X

Expected Family Contribution for less than 9-month enroliment® =

*Substitute the student’s EFC for less than 9-month enroliment in place of the
EFC for the standard 9-month enrollment (Worksheet B, line 28).

EFC Formula, 2001-02



Table C1: State and Other Tax Allowance

STATE PERCENT OF TOTAL INCOME STATE PERCENT OF TOTAL INCOME
$0-14,999 $15,000 $0-14,999 $15,000
or more or more

Alabama ................... 5% oeieeeeiiinnnnn. 4% MiSSOUTi ....eeevevvrnnn.. 6% oo, 5%
Alaska ...........coeevnnnnnn. 3% oo, 2% Montana.........c.......... 8% oo, 7%
American Samoa ...... 4% ...ccovvvnnan. 3% Nebraska .................. 8% e, 7%
Arizona ..........ceevvenn... 6% v, 5% Nevada .........ccccuun..... 3% e, 2%
Arkansas................... 6% ..oovvieieannnnn 5% New Hampshire ........ TY% o, 6%
California ...........cc...... 8% e 7% New Jersey ............... 8% .eveeeiiiiaeenn, 7%
Canada ..................... 4% ..o, 3% New Mexico .............. 6% .oveeeeeeeennn, 5%
Colorado ................... TY% e, 6% New York ................ 11% covveennneeens 10%
Connecticut............... 6% v, 5% North Carolina .......... 8% e, 7%
Delaware .................. 8% oveeeeeiinnnn. 7% North Dakota ............ 6% oo, 5%
District of Northern Mariana

Columbia............ 10% ...covvvennnnnnes 9% Islands ................. 4% ....ccoevvnnn... 3%
Federated States (@] 11 I 8% e, 7%

of Micronesia ....... 4% ..o, 3% Oklahoma ................. 6% oo, 5%
Florida........cccvveeeennn. A% e 3% Oregon.........cccuuueee. 10% oo 9%
Georgia ......cccvvvvennenn. T% cooviiiaaaann. 6% Palau .......cccccceeiinns A% ..o, 3%
Guam ..., A% e 3% Pennsylvania ............ TY e, 6%
Hawali ...........cceeeeneees 8% .oeeeeeeiinnnn. 7% Puerto Rico................ 4% ...ccoevvvann.. 3%
Idaho.....ccccoeeeeviennnnnnn. TY% oo, 6% Rhode Island ............ 9% e, 8%
HiNOIS ....cevveieeiieiinnn. 6% ., 5% South Carolina........... 8% v, 7%
Indiana....................... 6% oo 5% South Dakota............. 4% ...cccovvvenn... 3%
lowa .....ooveeeiiiiieiinns 8% ..cooeeeennn 7% Tennessee................ 3% .. 2%
Kansas..........cccoee..... T% ..covvnaeannnn. 6% Texas ...ccooeeveeeeeennns 3% .. 2%
Kentucky ........c.......... 7% cooveiiiaaninn. 6% Utah ..o 8% .eveeeiiiiaeenn, 7%
Louisiana .................. 4% ....ccovvnvnn. 3% Vermont ...........ceuuneen. 8% v, 7%
Maine ......cccccveeeeeennn. 9% e 8% Virgin Islands ............ A% ..o 3%
Marshall Islands......... A% e 3% Virginia ........coooeeieee 8% .eveeeiiiiiaenn, 7%
Maryland ................... 9% e, 8% Washington................ A% ..o 3%
Massachusetts.......... 9% e 8% West Virginia ............ 690 .eveeeiieiaennn, 5%
MEXICO ..oeeervviiiees 4% ...cccovvnnnnn. 3% Wisconsin ............... 10% ..ovvvvnnnnns 9%
Michigan ................... 9% e, 8% Wyoming ................... 3% i, 2%
Minnesota ................. 9% e, 8% Blank or Invalid
MiSSISSIPPI «evvveeeeeennn. 5% e, 4% State .....eeveeeeeeenn. A% ..o 3%

OTHER ....cccoeeeeeee. 4% ....ccevvvenn.. 3%

Multiply the total income of student and spouse (from EFC Formula Worksheet C, line 7)
by the appropriate rate from the table above to get the “state and other tax allowance.”
Use the student’s state of legal residence (FAFSA/SAR #24) reported on the FAFSA. If
this item is blank or invalid, use the state in the student’s mailing address (FAFSA/SAR
#6). If both items are blank or invalid, use the rate for blank or invalid state above.

Worksheets




Table C2: Social Security Tax

Calculate separately the Social Security tax of student and spouse.

Income Earned from Work* Social Security Tax
$0 - $76,200 7.65% of income
$76,201 or greater $5,829.30 + 1.45% of amount over $76,200

*Student’s 2000 income earned from work is FAFSA/SAR #42.
Spouse’s 2000 income earned from work is FAFSA/SAR #43.
Social Security tax will never be less than zero.

Table C3: Income Protection Allowance
rl:louurggﬁ(r)lig, S|rt1t<j:cljl?c?|tnz Number of college students in household (FAFSA/SAR #85)
(FAF;{AU/%?I; #84) 1 2 3 4 S
2. $12,760 $10,580 _—
3. 15,890 13,720 $11,540 _— —_
4. ... ... 19,630 17,440 15,270 $13,090 _
5. 23,160 20,970 18,800 16,620 | $14,450
6......... 27,090 24,900 22,730 20,550 18,380
NOTE: For each additional family member, add $3,060.
For each additional college student, subtract $2,170.

Table C4: Business/Farm Net Worth Adjustment
If the net worth of a Then the adjusted
business or farm is— net worth is—
Less than $1 $0
$1 to $90,000 40% of net worth of business/farm
$90,001 to $275,000 $ 36,000 + 50% of excess over $90,000
$275,001 to $455,000 $128,500 + 60% of excess over $275,000
$455,001 or more $236,500 + 100% of excess over $455,000

EFC Formula, 2001-02



Table C5: Asset Protection Allowance

Allowance for— Allowance for—
Age of student Married Unmarried Age of student Married Unmarried
as of 12/31/01* Student Student as of 12/31/01* Student Student

25 or less.. 0 0 45 ...l 42,400 24,400
26 ............ 2,500 1,500 46 ............ 43,500 24,900
27 e, 5,000 2,900 47 .. 44,600 25,500
28 ............ 7,500 4,400 48 ............ 45,700 26,100
4° I 10,000 5,800 49 ............ 46,800 26,700
30 ............ 12,500 7,300 50 ..., 48,300 27,200
31 ..., 15,000 8,800 51 ... 49,500 27,900
32 . 17,500 10,200 52 . 50,800 28,600
33 ., 19,900 11,700 53 .. 52,300 29,400
34 ... 22,400 13,100 54 ... 53,600 30,100
35 . 24,900 14,600 55 . 55,300 30,800
36 ............ 27,400 16,100 56 ........... 56,900 31,500
37 . 29,900 17,500 57 e, 58,700 32,400
38 ... 32,400 19,000 58 .. 60,400 33,200
39 ... 34,900 20,400 59 ., 62,200 34,200
40 ............ 37,400 21,900 60 ............ 64,100 35,000
41 ............ 38,400 22,300 61 ........... 66,000 36,000
42 ............ 39,300 22,800 62 ..on....... 68,300 37,000
43 ............ 40,300 23,300 63 ............ 70,600 38,000
44 ............ 41,400 23,800 64 ... 72,700 39,100

65 or more 75,100 40,400

*Determine student’s age as of 12/31/01 from student’s date of birth (FAFSA/SAR #9)

Table C6: Contribution From AAI

-$3,409 to
$11,401 to
$14,301 to
$17,201 to
$20,101 to
$23,001

If student’s AAl is—

-$3,410 or less

$11,400
$14,300
$17,200
$20,100
$23,000

or more

The student’s contribution from AAl is—

-$750

22% of AAI
$2,508 +
$3,233 +
$4,074 +

$5,060 + 40% of AAl over
$6,220 + 47% of AAIl over

25% of AAI over
29% of AAI over
34% of AAI over

$11,400
$14,300
$17,200
$20,100
$23,000

Worksheets




