
Note: The EFC formula is used to calculate how much financial aid students are eligible to receive. Illustrations are for 
dependent students and are based on The EFC Formula, 2017-2018. This federal formula categorically excludes specific 
assets owned by parents (e.g., home equity, qualified retirement assets, family-owned businesses, insurance policies) and 
establishes savings allowances for every parent age between 25 and 65 years so that parents may hold a certain level of 
savings for emergencies, future college expenses, or other needs.
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How Parent Assets Affect Need-Based Student Aid
and Expected Family Contribution (EFC): Six Examples 
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ᵃAdjusted Gross Income  ᵇAssets do not affect the EFC for students whose parents have AGIs below $50,000 and who meet at 
least one of three other qualifications: 1) anyone in the parents’ household received federal means-tested public assistance in 
the previous two years; 2) parents were eligible to file an IRS Form 1040A or 1040EZ; or 3) a parent is a dislocated worker. These 
students qualify for a simplified EFC formula (which disregards all parent and student assets) or, if parent income is $25,000 or less, 
the automatic zero EFC (which sets the family contribution to zero).  ᶜCountable assets include 529 college and emergency savings.  
ᵈ If parents own assets that are not disregarded, a small percentage counts toward the EFC, depending on parent income. Here, EFC 
increases (and aid decreases) between $45 and $96.  ᵉ EFC increases (and aid decreases) between $16 and $34.

Single Parent, Age 45

$ 12,000

 $7,400

 $58,000

 $70,000

AGI ≥ $50,000 
TWO PARENTS SAVE

$8,000

$3,000

$7,000

$32,000

AGI = $50,000 
TWO PARENTS SAVE

 Two Parents, Older is Age 45

AGI ≥ $50,000  
SINGLE PARENT SAVES

AGI = $50,000 
SINGLE PARENT SAVES

AGIᵃ < $50,000 
SINGLE PARENT SAVES

 AGI < $50,000 
TWO PARENTS SAVE

529 college savings                             Emergency savings Qualified retirement savings Home equity

Source: Clancy, M., & Beverly, S. (2017). Do savings and assets reduce need-based aid for dependent students? (CSD Policy 
Brief 17-10). St. Louis, MO: Washington University, Center for Social Development.

https://studentaid.ed.gov/sa/sites/default/files/2017-18-efc-formula.pdf
https://csd.wustl.edu/Publications/Documents/PB17-10.pdf

