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Introduction to the Financial Aid Process 

The college Financial Aid process is ever changing.  It is in your best interest to understand how the 
process works.  This handbook was created to serve as a quick reference guide.  Please note, you should 
not only use this guide, but visit the web sites listed in the back of the handbook, as well.  The Princeton 
Review’s, Paying for College Without Going Broke and HESSA.org were used a great deal during the 
creation of this handbook.  Both the aforementioned references are valuable resources and contain a 
plethora of information.   

Financial aid provides students and families help to pay for postsecondary educational expenses.  There 
are two major categories of financial aid: need-based and non-need-based.   Need-based financial aid 
requires you to have to prove you “need” the money.  Non-need-based financial aids are merit awards.   

Scholarships, grants, loans and employment are the four types of financial aid.  Scholarships include any 
money that does not need to be paid back.  They are awarded on the basis of merit, skill or a unique 
characteristic.  Grants also do not need to be repaid.  Grants are usually awarded on the basis of 
financial need and may come from endowments or operating revenues.  Loans are money that students 
and/or parents borrow to help pay college expenses and repayment usually begins after the student’s 
education is complete.  Loans should be looked at as an investment in the future and you should only 
borrow what is really needed.  Employment allows a student to earn money to help pay educational 
costs.   

There are many sources of financial aid, as well.  The federal government is the largest source of aid and 
the aid is awarded primarily on the basis of financial need.  In order to be eligible for federal funds, you 
must apply every year using the Free Application for Federal Student Aid (FAFSA).  This will be further 
discussed later in the handbook.  Some common federal aid programs include: Federal Pell Grants, 
TEACH Grant, Federal Supplemental Educational Opportunity Grant, Federal Perkins Loan, Federal Work-
Study, Stafford Loans and PLUS Loans.  Another source of financial aid comes from state aid.  This varies 
from state to state and is awarded on the basis of both merit and need.  The information to determine 
state aid is taken from the FAFSA.  Foundations, businesses, and charitable organizations are private 
sources for aid.  Deadlines and application procedures vary widely; you should begin to research these 
sources early.  Parent/guardian employers can be another source of aid.  Some companies may have 
scholarships available to the children of employees, companies may have educational benefits for their 
employees and unions may have tuition remission benefits.    



 

How to Apply 

According to the Higher Education Student Assistance Authority (HESSA), there are eight steps to follow 
in order to apply for federal and state student aid.   

STEP 1 – Get free information and help from your school counselor, the financial aid office at the college 
or career school you plan to attend, www.HESSA.org, or the U.S. Department of Education 
www.federalstudentaid.ed.gov.  Free help is available any time during the application process.  You 
should never have to pay for help.   

STEP 2 – Get a PIN; a personal identification number.  A PIN lets you apply, “sign” your online FAFSA, 
make corrections to your publication information, and more – all online.  www.pin.ed.gov.  

STEP 3 – Collect the documents needed, including income tax returns and W-2 forms (and other records 
of income).  A full list of what you need is available at www.fafsa.gov.  If your tax return is not 
completed at the time you apply, estimate the tax information, apply, and correct the information later.   

STEP 4 – New Jersey State Deadlines: First time NJ State Grant Applicants: Fall/Spring Applicants - 
October 1st, Spring only - March 1st.  Federal Deadlines:  Complete the FAFSA between January 1st and 
June 30th of the following year.  BUT apply as soon as possible.   

STEP 5 – To submit additional information required to be considered for New Jersey grants and 
scholarships, NJ residents should click the link on the FAFSA on the Web confirmation page entitled: 
“optional feature – start your state application…”  Once completed you will be notified of the status of 
your state grant application by the NJ Higher Education Student Assistance Authority.   

STEP 6 – The U.S. Department of Education will send you your Student Aid Report (SAR) – the result of 
processing your FAFSA.  Review your SAR, and if necessary, make changes or corrections and submit 
your SAR for reprocessing.  You can submit corrections online at www.fafsa.gov.  Your complete, 
corrected SAR will contain your Expected Family Contribution (EFC), which determines your federal 
student aid eligibility.   

STEP 7 – If you are selected for federal verification, your school’s financial aid office will ask you to 
submit tax returns, transcripts and other documents, as appropriate.  Be sure to meet the school’s 
deadline or you will not receive federal student aid.  Note:  The state of NJ may also request documents 
to verify information reported on the FAFSA.   

STEP 8 – All students:   Contact the financial aid office if you have any questions about aid being offered.  
First-time applicants: Review award letters from schools to compare amounts and types of aid being 
offered.  Decide which school to attend based on a combination of (a) how well the school fits your 
needs and (b) its affordability after all aid is taken into account.   

 

 



 

FAFSA 

What is the FAFSA? 

The Free Application for Federal Student Aid is the form used by the U.S. Department of Education to 
determine your Expected Family Contribution by conducting a “need analysis” based on financial 
information, such as income, assets and other household information, which you will be asked to 
provide.  The FAFSA is a standard form that collects demographic and financial information about the 
student and family.  It may be filed electronically and is available in English and Spanish.  The 
information presented on the FAFSA is used to calculate the Expected Family Contribution (EFC).  The 
EFC is the amount of money a student and his or her family may reasonably be expected to contribute 
towards the cost of the student’s education or an academic year.  Colleges use the EFC to award 
financial aid.   

When do I file the FAFSA? 

The FAFSA may be filed at any time during an academic year, but no earlier that January 1st prior to the 
academic year for which the student requests aid.  For the 2016-2017 academic year, the FAFSA may be 
filed beginning January 1, 2016.   Colleges may also set FAFSA filing deadlines.  The recommended filing 
deadline is February 15th.   

How do I file the FAFSA? 

Visit the web site www.fafsa.ed.gov to complete filing the application electronically.   

What is Federal Methodology? 

Federal Methodology is the formula created by Congress to determine the Expected Family Contribution 
(EFC).  Primary residence, retirement accounts and small businesses are not assessed.  This methodology 
is used by all public and private colleges and all information used is collected on the FAFSA.  The 
following assets are included:  cash, savings, stocks, bonds, mutual funds, 529 Plans, and second homes. 

What is Institutional Methodology? 

Institutional Methodology is used by certain colleges to determine the Expected Family Contribution 
(EFC).   Primary residence, retirement accounts, small businesses and cars may be assessed.  You can 
find the colleges that use Institutional Methodology by visiting www.collegeboard.com or 
www.americaneducationfunding.com.  The following assets are included: cash/savings, stocks, bonds, 
mutual funds, 529 Plans, second homes, retirement assets, home value, car value, and non-custodial 
parent’s assets and income.    



 

CSS Profile 
 
What is the CSS Profile? 
 
The CSS/Financial Aid Profile (often written as CSS Profile), short for the College Scholarship Service 
Profile, is an application distributed by the College Board in the United States allowing college students 
to apply for financial aid. It is primarily designed to give private member institutions of the College 
Board a closer look into the finances of a student and family. It is much more detailed than the FAFSA. 
   
The CSS Profile asks questions about the financial status of the student and the student's parents. The 
information the student gives in the CSS Profile is then sent to colleges or universities that the student 
specifies.  Along with the FAFSA, the CSS Profile is the most common financial aid application for 
students in the United States.  Each CSS Profile costs a fee, varying from year to year. 
  
Generally, colleges with early acceptance programs use the CSS Profile to make preliminary financial aid 
decisions because the FAFSA is not available until after January 1st. Then after students complete the 
FAFSA (the official financial aid application), colleges may then make adjustments to their financial aid 
awards, if necessary. 
  
 
When do I file the CSS Profile?  
 
You may file the CSS Profile as early as October. However, you should file no later than two weeks 
before the EARLIEST priority filing date specified by your colleges or programs. 
 
Who must file the CSS Profile?  
 
Check your colleges’/programs’ information to determine whether they require the CSS Profile. The 
most up-to-date list, including search capabilities and additional information, can be found by clicking on 
“list of colleges, universities, and scholarship programs” on the CSS Profile Index Page. 
 
How do I file the CSS Profile?  
 
You file the CSS Profile online at www.collegeboard.org by selecting “CSS/PROFILE” under 
“Pay for College.” If you do not have a computer at home, register for PROFILE at your high school or 
local library, print the Pre-Application Worksheet and Instructions, and review them with your parents. 
Return to your high school or library and enter the information by logging back in to your application 
using your secure username and password. 
 
What does the CSS Profile cost?  
 
The fee for the initial application and one college or program report is $25. Additional reports are $16. 
Payment may be made via credit card, debit card (Visa or MC) or online check. A limited number of fee 
waivers are granted automatically — based on the information entered on the CSS Profile application — 
to students who are first time college applicants and are from families with very low incomes and assets. 
International students are not eligible for fee waivers. This waiver covers the application fee and the 
reporting fees for up to six colleges or scholarship programs.   



 

What is the process to file the CSS Profile?  
 
Three Easy Steps: 
1. Register — Your CSS Profile application is tailored to your family situation, based on your registration 
answers and the colleges or programs you select. After registering, you can securely save your 
application and return to complete it at any time, using your collegeboard.org username and password. 
2. Complete the Application — Use the customized Pre-Application Worksheet and Instructions to help 
you complete the CSS Profile. As you answer questions, the system provides online help and edits to 
minimize mistakes. 
3. Submit the Application — The date and time you submit your completed application will be recorded 
based on Eastern Time. You pay online and will receive an online CSS Profile Acknowledgment as a 
record of your payment and application information. The Acknowledgment may include your next steps 
to complete your financial aid application process, so be sure to print a copy for your records.  
 
What are the benefits of the CSS Profile?  
 
There is online application access virtually 24 hours a day, 7 days a week so you can meet your 
institutional deadlines with flexible options that allow you to adjust the formula for need-based aid.  
There is also an optional Noncustodial CSS Profile application that provides information for the divorced 
or separated parent and information about special circumstances which can help you evaluate the need 
for additional funds before an appeal.  Over 350 institutions and organizations use CSS Profile to award 
their aid funds equitably to the right students at the right time.  
 
  



 

How Financial Aid is Determined 

 

As students are completing their applications, parents/guardians must begin to gather the information 
needed for all financial aid forms.  The two major forms would be the FAFSA and the CSS Profile.   

Once the FAFSA and the CSS Profile have been submitted, a needs analysis company will begin to 
evaluate your status.   

They will gain a clear picture of the following: 

1. The available income of the parents/guardians 
2. The available assets of the parents/guardians 
3. The available income of the student  
4. The available assets of the student  

A federal methodology is used if you complete the FAFSA to decide what portion of your income and 
assets you can afford to put toward college tuition each year.  This amount is called the Expected Family 
Contribution (EFC).  The EFC is the amount that the federal government feels a family can reasonably be 
expected to contribute.  Your EFC will stay the same regardless of the college and is comprised of two 
parts: the parent contribution and the student contribution.   

A family’s need is comprised of what you can afford to pay, your EFC and the total cost of the college.   

How do you determine the total cost of attendance (COA)? 

The COA includes the direct costs which you are billed and the indirect costs which you pay out of 
pocket.  This varies widely from college to college.  The billed costs include tuition, fees, room and 
board.  Out of pocket expenses include books, supplies, transportation and any personal expenses.   

Each college and university that your child applies to will likely send out an aid package with their 
acceptance.  The aid package will include grants, scholarships, work-study options or loan options.  For 
example, if the total cost of the school is $40,000 and your EFC is $18,000 and your total in student loans 
and grants/scholarships is $19,500, the remainder you will need to pay is $2,500.   

The cost of attendance MINUS financial aid EQUALS what you will actually pay for college!  

It is possible to attempt to negotiate with the financial aid offices at the schools once you receive your 
packages.  Most initial offers are always subject to modification.  There is an entire section of the book 
Paying for College Without Going Broke that is dedicated to this topic.   

Make sure you do not make the fatal mistake of missing the deadline!  Missing application dates, 
missing admission dates and missing information could result in zero aid.   

 
 



 

Institutional Documentation Service (IDOC) 
(Taken from College Board)  

 
Through the Institutional Documentation Service (IDOC), the College Board collects families' federal tax 
returns and other documents on behalf of participating colleges and programs. The College Board 
notifies students when to submit the required documents.   

IDOC is only available to students selected by the college. Do not enter the site unless the College Board 
notifies you that at least one of your colleges or programs participates in the IDOC Service. 

Why must I submit my tax forms to IDOC when I requested that my tax data be electronically 
transferred when I completed my FAFSA? 

The financial aid process at the college(s) to which you are applying is a two part process. One part is the 
federal process, which includes the FAFSA and federal verification. The other part is the institutional 
process, which includes the CSS/Financial Aid PROFILE or an institutional form and institutional 
validation. The electronic transfer of limited tax data fulfills part of the federal verification process. Your 
tax forms include the additional information required for schools to validate your institutional financial 
aid application. 

The following colleges, universities, and scholarship programs use IDOC as part of their financial aid 
process for some or all of their financial aid applicants. Please contact the institution for more 
information according to College Board for the 2015-2016 school year:  

Alabama A&M University Davidson College Pitzer College Wabash College 

Amherst College Dickinson College Pomona College Wake Forest University 

Babson College Duke University Quincy College Wellesley College 

Boston University Emory U: Sch of Medicine Reed College Wesleyan University 

Bowdoin College Emory University Rice University Williams College 

Bradley University Franklin & Marshall College Scripps College Yale University 

Brandeis University Georgetown University Smith College  

Brown University Grinnell College St. Anselm College  

Bryn Mawr College Harvard College Stanford University  

California Institute of Tech Harvey Mudd College Swarthmore College  

Carleton College Haverford College Syracuse University  

Carnegie Mellon University Hobart and William Smith Coll Trinity College (CT)  

Claremont McKenna College Johns Hopkins University Tufts University  

Colby College Kamehameha Schools U of California: San Francisco  

Colgate University Lafayette College Univ of Denver  

College of the Holy Cross Loyola University Maryland Univ of Notre Dame  

Colorado College Macalester College Univ of Richmond  

Columbia University Massachusetts Inst of Tech Univ of Rochester  

Connecticut College Middlebury College Ursinus College  

Cornell University Mount Holyoke College Vanderbilt University  

D'Youville College Northeastern University Vassar College  

Dartmouth College Northwestern University Villanova University  

 



 

Institutional Programs 

Each institution will have its own process and format.  It is best to contact the individual financial aid 
office at each institution.  Colleges rely on funds to provide financial assistance to needy or deserving 
students, and the money is subject to special tax treatment, allowing colleges to invest it to grow the 
endowment while enjoying reduced tax liability. When a college or university creates a scholarship 
endowment, it has to designate the funds for scholarship use.  Go through the materials you are given 
carefully,  to make sure you understand what information you need to provide in order to be considered 
for the college or university scholarship. Each one will have different requirements, and you want to 
make sure that you fulfill all of them. 
 
 
Each institution may offer: 
 
Merit Scholarships are often related to academic performance, but can also be given to a candidate 
displaying artistic or athletic excellence or sometimes a combination thereof. It is probably safe to say 
that, while all academic scholarships are merit scholarships, not all merit scholarships are academic 
scholarships.   Some may require more than just academic excellence.  Merit scholarships can 
sometimes include a community service requirement or demonstrated leadership potential. 
 
Need-based Grants offer full or partial tuition coverage and allow more and more students from 
different walks of life to obtain a higher level of education. It is money that does not need to be 
returned.   
 
Need-based Scholarships may be offered by the school, a business, an organization, or a private 
endowment. It may take academics into account, but the primary criterion for qualification is 
demonstrating financial need. Students who have parents in a lower-middle income bracket may not 
have the funds to pay for college, but their parents might make too much for them to qualify for 
government grants and other assistance primarily for students at or below the poverty level.  This type 
of scholarship helps bridge the financial gap. A need based scholarship may pay partial or full tuition, 
housing costs, and sometimes a books stipend. 
 
Athletic Scholarships are awarded by individual schools, not the NCAA. Division I and II schools offer 
athletic scholarships. Division III schools offer academic scholarships only. NCAA members provide more 
than $1.5 billion in athletics scholarships annually.  At a minimum, an athletic scholarship must be a one 
academic year agreement.  In Division I, institutions are permitted to offer multiyear scholarships.  
Division I and II institutions are permitted to provide a student-athlete with tuition and fees, room, 
board and required course-related books. 

 

 

 



 

Federal Programs 

 

 
Grants:  
A Federal Pell Grant, unlike a loan, does not have to be repaid. Federal Pell Grants usually are awarded 
only to first-time undergraduate students who have not earned a bachelor's or a professional degree.  
Funds through this program are generally awarded to lower and lower-middle income families.   
 
A Federal Supplemental Educational Opportunity Grant (FSEOG) is a grant for undergraduate students 
with exceptional financial need.  To get an FSEOG, you must fill out the Free Application for Federal 
Student Aid (FAFSA) form so your college can determine how much financial need you have.  Students 
who receive Federal Pell Grants and have the most financial need will receive FSEOGs first.  The FSEOG 
does not need to be repaid.  The FSEOG program is administered directly by the financial aid office at 
each participating school and is therefore called “campus-based” aid. Not all schools participate.  Check 
with your school's financial aid office to find out if the school offers the FSEOG. 
 
A TEACH Grant can help you pay for college if you plan to become a teacher in a high-need field in a low-
income area.  You will be required to teach for a certain length of time, so make sure you understand 
your obligation.  A Teacher Education Assistance for College and Higher Education (TEACH) Grant is 
different from other federal student grants because it requires you to take certain kinds of classes in 
order to get the grant, and then do a certain kind of job to keep the grant from turning into a loan. 
 
If your parent or guardian died as a result of military service in Iraq or Afghanistan, you may be eligible 
for an Iraq and Afghanistan Service Grant.  Like other federal grants, Iraq and Afghanistan Service Grants 
provide money to college or career school students to help pay their education expenses. However, Iraq 
and Afghanistan Service Grants have special eligibility criteria. 
 
Academic Competitiveness Grants (ACG) are awarded to first and second year undergraduates who 
completed a rigorous high school curriculum. To receive an ACG, a first year student must have 
completed secondary school after Jan. 1, 2006; and not have been enrolled in an ACG-eligible program 
while at or below the age of compulsory school attendance (unless the ACG-eligible classes were also 
part of his or her high school program). A second year student must have completed secondary school 
after Jan. 1, 2005, and have at least a 3.0 grade point average (GPA) as of the end of the first year of 
undergraduate study.  To be eligible for the grant, a student must be eligible for a Pell Grant. 
 
National Science and Mathematics Access to Retain Talent (SMART) These grants are awarded to third, 
fourth, and fifth year undergraduates who are majoring in technical fields, critical foreign languages, or 
who are in a qualifying liberal arts program. The student must have at least a 3.0 GPA for all classes 
taken in the program as of the most recently completed payment period.  To be eligible for the grant, a 
student must be eligible for a Pell Grant. 
 
 
 
 
 
 



 

Loans: 
Subsidized and unsubsidized loans are federal student loans for eligible students to help cover the cost 
of higher education at a four year college or university, community college, or trade, career, or technical 
school. The U.S. Department of Education offers eligible students at participating schools Direct 
Subsidized Loans and Direct Unsubsidized Loans.  Direct Subsidized Loans are available to undergraduate 
students with financial need. Your school determines the amount you can borrow, and the amount may 
not exceed your financial need; for a subsidized loan, the U.S. Department of Education pays the 
interest.  Direct Unsubsidized Loans are available to undergraduate and graduate students; there is no 
requirement to demonstrate financial need. Your school determines the amount you can borrow by 
considering the cost of attendance and other financial aid you receive; for an unsubsidized loan, you are 
responsible for paying the interest during all periods.  
 
PLUS Loans are federal loans that graduate students and parents of dependent undergraduate students 
can use to help pay for college or career school.  PLUS Loans can help pay for education expenses not 
covered by other financial aid. The U.S. Department of Education makes Direct PLUS Loans to eligible 
borrowers through schools participating in the Direct Loan Program.  
 
The Federal Perkins Loan Program provides money for college or career school for students with 
financial need.  Check with your school's financial aid office to see if your school participates in the 
Federal Perkins Loan Program.   Loans made through the Federal Perkins Loan Program, often called 
Perkins Loans, are low interest federal student loans for undergraduate and graduate students with 
exceptional financial need.  
 
Federal Stafford Loans are fixed rate student loans for undergraduate and graduate students attending 
college at least half-time. Stafford Loans are the most common and one of the least expensive ways to 
pay for school. 
 
Federal Work-Study:  
Federal Work-Study jobs help students earn money to pay for college or career school.  Undergraduate 
and graduate students with work-study jobs will work part time on or off campus while enrolled.  
Federal Work-Study provides part time jobs for undergraduate and graduate students with financial 
need, allowing them to earn money to help pay education expenses. The program encourages 
community service work and work related to the student’s course of study. 
 

 

  



 

State Programs  

 

NJCLASS can be used for both graduate and undergraduate study. For the 2014-2015 academic year 
there are four fixed interest rate options with NO fees and one variable rate options with NO fees.  
There is never a penalty for pre-payment.  You can visit www.hessa.org/njclass or www.njclass.org for 
more information.   
 
TAG is one of the nation's largest and most generous financial aid programs.  One in every three full-
time New Jersey students receives TAG, and awards may be used at nearly all New Jersey colleges and 
universities.  A student must demonstrate financial need,  be a U.S. citizen or eligible non-citizen,  be a 
permanent resident of New Jersey for at least 12 consecutive months immediately prior to enrollment, 
be registered with Selective Service, if required, and enrolled at an approved college, university or 
degree-granting proprietary school within New Jersey. 
 
The New Jersey Student Tuition Assistance Reward Scholarship (NJ STARS) Program is an initiative 
created by the State of New Jersey that provides New Jersey’s highest achieving students with free 
tuition and approved fees at their home county college.  The NJ STARS award covers the cost of tuition 
and approved fees, less any State and/or Federal grants and scholarships for up to five semesters.  The 
award covers these costs for up to 15 credit hours per semester.  Students must be enrolled full time for 
a minimum of 12 college level credits and may take up to three credits of remedial/developmental 
coursework per semester. 
 
The NJ STARS II Program is a continuation of the NJ STARS Program that provides successful NJ STARS 
students at New Jersey county colleges with funding to transfer to a New Jersey four year public 
institution of higher education to earn a bachelor’s degree.  A scholarship is paid to the four year 
institution for each eligible student for up to four semesters.  For the 2014-2015 academic year, the 
award amount was $1,250 per semester. The institution waives or provides an institutional scholarship 
for any remaining tuition and approved fees, for up to 18 credits per semester, not covered by State 
and/or Federal grants and scholarships, plus the NJ STARS II award.  
 
To qualify for the NJBEST Scholarship, the NJBEST account owner, contributor, or beneficiary must be a 
New Jersey resident and the beneficiary must enroll as a first semester undergraduate freshman at a 
New Jersey college or university. One scholarship per beneficiary and per plan will be awarded. The 
participant must make a withdrawal for qualified educational expenses, meet minimum contribution 
thresholds and have been a participant in the plan for at least four years.   
 
  



 

Special Circumstances 
 

Throughout the financial aid process, things may change.  Your financial picture may be different after 
you submit the FAFSA.  There may be a special circumstance that you cannot report on the FAFSA.  How 
do you handle these situations?  What is considered a special circumstance?   
 
What is considered a special circumstance?   
 
A special circumstance could include, but is not limited to:  a change in employment status, medical 
expenses that are not covered by insurance, a change in marital status of a parent, unusual dependent 
care expenses, or if a student cannot obtain parent information.   
 
How do you handle these situations?   
 
Communication is key.  You should notify the school in writing and explain the situation to the financial 
aid officer of each college.  Each college will review the special circumstances; however, you should 
follow up with each school.  Most schools will help.  While under review, you may be asked for 
additional documentation.  Keep in mind that most decisions are final and cannot be appealed to the 
U.S. Department of Education.    



Web Sites 

The Smart Student Guide to Financial Aid
Guide to US Government Grants & Loans 
US Department of Education
Free Application for Federal Student Aid 
Sallie Mae Information
Fast Web Scholarship Search
College Express
Higher Education Student Assistance Authority 
Scholarship and Financial Aid Search 
Scholarship Search & Scholarship Finder  
Financial Aid Resources 
Federal Student Aid
Federal Student Aid
Federal Stafford Loan
NJ Based Grants/Financial Aid
Financial Aid Information by State 
NJ 529 College Savings Plan
Mapping Your Future
NJ Transfer

www.finaid.org
www.fedmoney.org
www.ed.gov
www.fafsa.ed.gov
www.salliemae.com
www.fastweb.com
www.collegeexpress.com
www.hesaa.org
www.college-scholarships.com
www.scholarships.com
www.allaboutcollege.com/netguide-aid.htm  
www.studentaid.ed.gov
www.fp.ed.gov
www.staffordloan.com
www.state.nj.us
www.schoolsoup.com
www.njbest.com
www.mappingyourfuture.org
www.njtransfer.org
www.consumer.ftc.gov/articles/0082-
scholarship-and-financial-aid-scams

Federal Trade Commission

https://www.consumer.ftc.gov/articles/0082-scholarship-and-financial-aid-scams


 

Key Terms 
(Taken from HESSA.org) 

 
ACT (American College Test) – This admission test covers English, Math, Reading and Science Reasoning.  
It is also recommended to take to optional writing test, as well.  The ACT is accepted by all colleges in 
lieu of the SAT. 
 
AP (Advanced Placement) – These college level courses and tests are for students who have studied 
advanced level courses in high school.  College credit or advanced standing may be earned by taking the 
exams associated with the course which are conducted by the College Board.  
 
APPLICANT INFORMATION REQUEST (AIR) – An official form used by HESSA to request required 
information from a Tuition Aid Grant (TAG) applicant.  HESSA uses this information to complete your 
state grant record and determine state grant eligibility.   
 
ASSOCIATES DEGREE (AA) – A degree earned after two years of college. 
 
AWARD LETTER - Official document issued by a college’s Financial Aid Office. It lists all of the financial 
aid awarded to a student. 
 
BACHELOR DEGREE (BA) – A college degree earned after four years of college. 
 
BANKRUPCY - A person is declared bankrupt, when found to be legally insolvent and the person's 
property is distributed among creditors or otherwise administered to satisfy the interests of creditors. 
Generally, federal student loans cannot be discharged through bankruptcy. 
 
BORROWER - The person who applies for a loan and receives the proceeds (or money) of the loan.  
 
BORROWER BENEFITS - Those favorable terms which lending institutions offer to borrowers. Borrower 
benefits may include reduced interest rates, discounted interest rates for automated payment, 
discounted origination fees, discounts for repeated on time payments, etc. Lenders that offer borrower 
benefits do so at their exclusive election and publish those benefits for review by borrowers. 
 
CAPITALIZATION - Addition of unpaid interest to the principal balance of a loan which increases the total 
outstanding balance due. 
 
CEEB (College Entrance Exam Board) – The organization that administers test programs and advanced 
placement programs. The CEEB code for Northern Highlands Regional High School is 310001. 
 
CLAIM - An application made to a guarantor for payment of an insured student loan for loss of payment 
due to borrower death, total and permanent disability, bankruptcy, default, or school closure.  



 

 
COLLECTION - The activities and/or actions associated with getting payment on unpaid loan principal 
and interest from a borrower after that borrower defaults on the loan. The players in the loan process 
that could be taking these actions include lenders, guarantors, servicers, and collection agencies.  
 
COMBINED BILLING - Lenders (or servicers) generally offer a combined bill for all of a borrower's loans 
serviced by that lender/servicer so that the borrower only needs to make one payment per month for all 
of the loans.  
 
CONSOLIDATION - Combining several federal (and possibly private) loans from multiple lenders into a 
single loan to reduce the monthly payment amount and/or increase the repayment period.  
 
COSIGNER - A person who signs the promissory note in addition to the borrower and is responsible for 
the obligation if the borrower does not pay. A cosigner must be able to pass a credit review and must 
live in the United States.  
 
COST OF ATTENDANCE - Total amount it costs a student to attend a particular school. This amount 
includes tuition and fees, room and board, books and supplies, and other educational related personal 
expenses. 
 
CSS (College Scholarship Service)   - The branch of the College Board that does financial analysis of 
information submitted by families on the financial aid forms to determine a family’s ability to pay for 
college expenses.  Not all colleges require the CSS Financial Aid Profile.   The due date for most schools is 
November 15th.   
 
DEFAULT -Failure to repay a loan according to the terms agreed to when the borrower signs a 
promissory note for the loan.  
 
DEFERRED - A deferment means that the college is not willing to assure you an early spot in the 
incoming freshman class but has not denied your application for admittance either. Your application will 
be reconsidered during regular admissions. 
 
DEFERMENT - A period during which a borrower, who meets certain criteria, may suspend loan 
payments. For some loans the federal government pays the interest during a deferment. On others, the 
interest accrues and is capitalized, and the borrower is responsible for paying it.  
 
DELINQUENCY - Failure to make monthly loan payments when due. Delinquency begins with the first 
missed payment.  
 
DEPENDENT STUDENT - A student who does not meet the eligibility requirements as an "Independent 
Student." Dependency status affects the maximum amount that a student may borrow in Stafford Loans 
and whether a parent may take out a PLUS Loan on behalf of the student.  



 

DISBURSEMENT - The release of loan funds to the school for delivery to the borrower.  Disbursements 
are usually made in equal multiple installments.  Disbursements may be made electronically or by 
issuing a check. If a check is issued, it will be co-payable to the borrower and the school or payable to 
the parent borrower of a NJCLASS loan if the school does not participate in electronic funds transfer 
(EFT).  
 
DISCHARGE - The release of a borrower from a loan obligation. 
 
EARLY ACTION – A plan where students apply early in the fall of senior year to their first choice 
college(s).  They receive an acceptance response usually in December or January.  They are not obligated 
to withdraw applications to other colleges and are not obligated to attend (unless restrictive).   
 
EARLY DECISION – A plan where students apply early in the fall of senior year to their first choice 
college.  Once accepted, usually by December, they are required to withdraw their applications to other 
colleges and commit to matriculate at the college that has accepted them early.  This is a binding 
agreement.  The colleges require that the student and parent sign a contract at the time of the 
application.  This plan is suggested only for students who are certain of their first choice college. 
 
ETS (Educational Testing Service) – ETS designs and administers tests for groups, such as the College 
Board, AP, TOEFL, and others. 
 
EXIT COUNSELING - Students with Federal educational loans are required to receive counseling before 
they graduate or withdraw (i.e., leave school), during which the borrower's rights and responsibilities 
and loan terms and conditions are reviewed with the student. This session may be conducted online, by 
video, in person with the Financial Aid Administrator or Financial Aid Officer, or in a group meeting. 
 
FAFSA (Free Application for Federal Student Aid) – This form cannot be filled out until January 1st of 
senior year. Financial aid is on a first come first serve basis.  College financial aid offices are the best 
resources.  This can be filled out annually by current and anticipating college students (both 
undergraduate and graduate) in the United States to determine their eligibility for federal student 
financial aid. 
 
FEDERAL DEFAULT FEE - The fee paid to the guaranty agency to insure the loan. This amount is deducted 
from the dollar amount of the loan.  
 
FEDERAL WORK STUDY (FWS) PROGRAM - This program provides part time employment to post-
secondary students to help pay their educational expenses.  
 
FFELP - The Federal Family Education Loan Program which includes Stafford, PLUS and Graduate PLUS 
Loans. These loans are financed by private lenders and guaranteed by the federal government.  



 

FINANCIAL AID PACKAGE - The total amount of financial aid a student is offered by the school. This 
information, which includes grants, scholarships, work-study and loans, is listed in the college’s financial 
aid "Award Letter."  
 
FIXED INTEREST - On a fixed interest loan, the interest rate remains the same for the life of the loan.  
 
FORBEARANCE - Temporary cessation of regularly scheduled payments or temporarily permitting 
smaller payments than were originally scheduled. 
 
GARNISH WAGES - If you default on your student loan, money may be withheld from your paycheck and 
paid to your lender on your behalf. 
 
GPA (Grade Point Average) – A numerical average that represents the value of all the student’s grades.  
Northern Highlands Regional High School s’ cumulative GPA’s for students are weighted. 
 
GRACE PERIOD - The six month period that begins the day after a Stafford Loan borrower ceases to be 
enrolled at least half time at an eligible school. During the grace period, payment of principal is not 
required.  
 
GRADUATED REPAYMENT - A repayment schedule where the monthly payments are smaller at the start 
of the repayment period and become larger later on.  
 
GRANTS - A form of financial aid that does not have to be repaid. This is usually awarded to students 
based on financial need.  
 
GUARANTY - An insurance policy on the loan made by the guarantor to the lender if the borrower does 
not honor his/her repayment obligation. The guarantor will reimburse the lender and assume collection 
of the loan. A guaranty is used in student lending because the loan may be based solely on a signature 
and promise to repay - not always on credit criteria, cosigner, or collateral. 
 
GUARANTY AGENCY/GUARANTOR - State agency or private non-profit institution that insures student 
loans for lenders and helps administer the Federal Family Education Loan Program (FFELP).  
 
GUARANTY AGREEMENT - The contract between a Guarantor (or Guaranty Agency) and a lending 
institution which allows the lending institution to participate in the Federal Family Education Loan 
Program (FFELP). The Guaranty Agreement provides for loans originated by a lending institution to be 
guaranteed by the guarantor who signed the guaranty agreement. 
 
HOLDER - The institution that owns a loan.  
 
 



 

INDEPENDENT STUDENT - A student who meets one or more of the following criteria:  is at least 24 
years old by December 31 of the financial aid award year; is an orphan or ward of the court;  is serving 
on active duty in the Armed Forces for purposes other than training;  is a veteran of the U.S. Armed 
Forces;  is a graduate or professional student;  is a married person;  has legal dependents other than a 
spouse;  is a student for whom the school’s financial aid administrator determines and documents the 
student’s independent-student status based on the administrator’s professional judgment of the 
student’s unusual circumstances;  is or was an emancipated minor;  is or was homeless;  is or was in 
foster care  after the age of 13; is or was in a legal guardianship;  has children for whom he/she provides 
more than half of his/her support.  
 
INTEREST - An amount, calculated as a percent of the principal loan amount, which is charged for 
borrowed money. See fixed interest and variable interest.  
 
INTEREST CAPITALIZATION - Addition of unpaid interest to the principal balance of a loan which 
increases the total outstanding balance due. See also capitalization.  
 
INTEREST –ONLY PAYMENT - A payment that covers only accrued interest owed on a loan and none of 
the principal balance. Interest-only payments do not prohibit borrowers from making additional or 
larger payments at any time if the borrower desires.  
 
LENDER - The organization that funds education loans for students and parents under the FFELP.  
 
LIBOR - LIBOR is the interest rate that banks charge each other for one month, three month, six month 
and one year loans. LIBOR is an acronym for London InterBank Offered Rate. This rate is that which is 
charged by London banks, and is then published and used as the benchmark for bank rates all over the 
world.  LIBOR is compiled by the British Bankers Association (BBA), and is published 11 AM each day in 
conjunction with Reuters. It is comprised of a panel of banks representing countries in each currency. 
 
LIBOR v. APR (ANNUAL PERCENTAGE RATE) - APR stands for Annual Percentage Rate. LIBOR stands for 
London Interbank Offered Rate. The main difference is that in most cases, a loan with a predetermined 
APR will never change. A loan that uses the LIBOR to calculate rate can adjust regularly and dramatically. 
A LIBOR student loan can also be called an adjustable loan, depending on the language in the contract.  
 
LOAN - A type of financial aid that is available to students and their parents. Student loan programs have 
varying interest rates and repayment provisions. An education loan must be repaid.  
 
LOAN COUNSELING - Students with federal educational loans are required to receive counseling before 
they receive their first loan disbursement and before they graduate or withdraw, during which the 
borrower's rights and responsibilities and loan terms and conditions are reviewed with the student. 
These sessions may be conducted online, by video, in person with the FAA or FAO, or in a group 
meeting. See also exit counseling.  
 



 

LOAN PROCEEDS - The money the borrower receives from a loan (or the amount borrowed minus fees).  
 
MASTER PROMISSORY NOTE (MPN) - The promissory note is a promise to repay a debt that a student 
signs when taking out a Stafford Loan. The Master Promissory Note covers both the Subsidized and 
Unsubsidized Stafford Loans the student may receive for the same enrollment period. If the student is 
attending a four year or graduate school, the Master Promissory Note also covers Subsidized and 
Unsubsidized Stafford Loans the student may receive for future enrollment periods.  
 
ORIGINATION FEE - An amount payable by the borrower and deducted from the principal of a loan prior 
to disbursement to the borrower. For federally-backed loans, the origination fee is paid to the federal 
government to offset the cost of the interest subsidy to borrowers. For private loan programs, the 
origination fee is generally paid to the originator to cover the cost of administering and insuring the 
program.  
 
PARENT LOANS FOR UNDERGRADUATE STUDENTS (PLUS) – Federally insured loans for parents of 
dependent students.  
 
PERKINS LOAN - A low interest loan for undergraduate and graduate students with exceptional need. 
This is a campus based loan, where the school serves as the lender.  
 
PREPAYMENT - Payment received for a borrower account for more than the amount due.  
 
PRIME RATE - The prime interest rate is the rate charged by commercial financial institutions for short-
term loans to corporations or individuals whose credit standing is so high that there is little risk to the 
lender. This rate fluctuates based on economic conditions and may be different among financial 
institutions. The prime rate serves as a basis for the interest rates charged for other, higher risk loans.  
 
PRINCIPAL - Amount borrowed, which may increase as a result of interest capitalization, and the 
amount which interest is calculated. This is also known as principal balance.  
 
PRIVATE LOANS - Private loans can provide supplemental funding when other financial aid does not 
cover costs. These loans are offered by banks, other financial institutions, and schools, to parents and 
students.  
 
PROMISSORY NOTE - A contract between a borrower and a lender that includes all the terms and 
conditions under which the borrower promises to repay the loan. 
 
RECOMMENDED OR SUGGESTED LENDER LIST -  A list of lending institutions which a school may provide 
to assist borrowers in selecting a lender for their Federal or private student loan.  
 
REPAYMENT - The time during which a borrower actively pays back an education loan. 
 



 

RESTRICTIVE EARLY ACTION – This allows candidates to apply to only one early action institution and to 
no early decision institutions, while, as the name implies, there are no such restrictions on non-
restrictive early action. Regardless, the applicant is still permitted to reject any offer of admission in 
both types of early action. 
 
SAT (Reasoning Test) – This test measures a student’s critical reading and mathematical ability and 
includes a writing sample.  Almost all four year colleges require this test for admission yet, all will accept 
the ACT as an alternative.    
 
SAT SUBJECT TESTS – These one hour tests are designed by the College Board to measure the amount 
and quality of learning in various subject areas.  Competitive colleges usually require two Subject Tests 
(although there are a few that still require three).  Since many schools do not require the Subject Tests, 
it is the students’ responsibility to determine the requirements for the schools to which they are 
applying.   
 
SCHOLARSHIP - A form of financial aid that does not have to be repaid. These awards come from many 
different sources and are based on a wide variety of criteria.  
 
SECONDARY MARKET - An organization that purchases education loans from lenders in order to 
replenish the supply of money for new education loans. The secondary market obtains funds from 
investors and uses those funds to purchase existing education loans from lenders. The lenders then use 
the proceeds of those sales to make new education loans.  
 
SERIALIZATION - Combining several loans into one account so that the borrower only pays one monthly 
bill. Original loan terms do not change with serialization.  
 
SERVICER - Organization that administers and collects loan payments. This maybe either the loan holder 
or an agent acting on behalf of the holder.  
 
STAFFORD LOANS - Loans, both Subsidized (need based) and Unsubsidized (non-need based), 
guaranteed by the federal government and available to students to fund education.  
 
STANDARD REPAYMENT - A repayment schedule reflecting equal monthly payments over a 10 to 15 
year period.  
 
STUDENT AID REPORT (SAR) - This report is sent to you by the government seven to ten days after your 
FAFSA has been processed. This report will show all the information you provided on your FAFSA and 
will contain your Expected Family Contribution (EFC).  
 
STUDENT ELIGIBILITY NOTICE (SEN) - An official document used by HESAA to inform TAG applicants of 
their award eligibility at their selected college or university.  
 



 

SUBSIDIZED STAFFORD LOANS - Subsidized Stafford Loans are awarded to students who demonstrate 
financial need (i.e., need-based loans). Because the Department of Education subsidizes the interest, 
borrowers are not charged interest while they are enrolled in school at least half time and during grace 
and deferment periods. 
 
TERM - A length of time in which to repay a loan. The term is usually agreed to by lender and borrower 
within the borrower's contract or promissory note. It also refers to language used in legal documents, 
such as the promissory note, that defines how a loan will be borrowed and repaid.  
 
TRANSCRIPT – The official high school record where all student courses and credits are recorded with 
final grades earned, along with his/her overall average (G.P.A.) for all high school courses grades where 
credit was earned.   
 
TUITION AID GRANT (TAG) - A program that provides grants, based on financial need, to New Jersey 
residents attending approved New Jersey colleges or universities. 
 
UNSUBSIDIZED STAFFORD LOANS - Unsubsidized Stafford Loans are available to students regardless of 
financial need (i.e., non-need based). Borrowers are responsible for the interest that accrues during any 
period.  
 
VARIABLE INTEREST - With a variable interest loan, the interest rate changes periodically. For example, 
the interest rate might be affected by the cost of U.S. Treasury Bills (e.g., T-Bill rate plus 1.7%) and be 
updated monthly, quarterly, semi-annually, or annually.   
 
WAIT-LIST – Term used by institutions to describe a process in which the institution does not initially 
offer or deny admission, but extends the possibility of admission in the future.   
 


