How Financial Aid Works
And How It Makes College Affordable for You
Financial aid is intended to make up the difference between what your family can afford to pay and what college costs. Over half of the students currently enrolled in college receive some sort of financial aid to help pay college costs.
In a Nutshell
The financial aid system is based on the goal of equal access—that anyone should be able to attend college, regardless of financial circumstances. Here's how the system works:
· Students and their families are expected to contribute to the cost of college to the extent that they're able. 
· If a family is unable to contribute the entire cost, financial aid is available to bridge the gap. 
Who Decides How Much My Family Is Able to Contribute?
The amount your family is able to contribute is frequently referred to as the Expected Family Contribution, or EFC. The figure is determined by whomever is awarding the aid—usually the federal government or individual colleges and universities.
The federal government and financial aid offices use need formulas that analyze your family's financial circumstances (things like income, assets, and family size) and compare them proportionally with other families' financial circumstances.
What the EFC Figure Means for Most Families
First, most families can't just pay the EFC out of current income alone. But, not to worry—the formulas assume that families will meet their contribution through a combination of savings, current income, and borrowing.
Second, financial aid is limited. The formulas therefore measure a particular family's ability to pay against other families' ability to pay.
Three Main Types of Financial Aid
Financial aid is any type of assistance used to pay college costs that is based on financial need.
Grants and Scholarships
Also called gift aid, grants don't have to be repaid and you don't need to work to earn them. Grant aid comes from federal and state governments and from individual colleges. Scholarships are usually awarded based on merit.
Loans
Most financial aid comes in the form of loans, aid that must be repaid. Most loans that are awarded based on financial need are low-interest loans sponsored by the federal government. These loans are subsidized by the government so no interest accrues until you begin repayment after you graduate.
Work
Student employment and work-study aid helps students pay for education costs such as books, supplies, and personal expenses. Work-study is a federal program which provides students with part-time employment to help meet their financial needs and gives them work experience while serving their campuses and surrounding communities.
Don't Rule Out Colleges with Higher Costs
Say your EFC is $5,000. At a college with a total cost of $8,000, you'd be eligible for up to $3,000 in financial aid. At a college with a total cost of $25,000, you'd be eligible for up to $20,000 in aid. In other words, your family would be asked to contribute the same amount at both college.


http://apps.collegeboard.com/fincalc/ep/wizard-home.jsp
http://www.fafsa.ed.gov/before001.htm

http://financialaid.rice.edu/
http://financialaid.rice.edu/main.aspx?id=36
Starting with the 09-10 freshman class, Rice will no longer award loans to students whose family income is below $80,000.  All of these students' financial need will be met through a combination of grants, work study, merit aid (if qualified) and institutional funds.
For students whose family income is above $80,000, Rice will award a small subsidized loan in combination with grants, work study, merit aid (if qualified) and institutional funds to cover 100% of the student's unmet need.  The subsidized loan for students entering in the Fall of 09 who show need will be $2500 each year they attend Rice.  


I'm Not a Straight A Student, So I Won't Get Aid
It's true that many scholarships reward merit, but the vast majority of federal aid is based on financial need and does not even consider grades.
Ten Questions for the Aid Office
To Get the Right Answers, Ask the Right Questions
Each college has its own financial aid policies—how outside scholarships are treated, whether aid awards can be appealed—information that may or may not appear in materials they send you. Make the most of your next campus visit and schedule an interview with a member of the financial aid staff. The staff member will be able to answer specific questions about costs, the financial aid process, and options for financing your education.
Here are 10 questions to get you started:
1. What's the average total cost—including tuition and fees, books and supplies, room and board, travel, and other personal expenses—for the first year? 
2. By how much will total costs increase each year? How much have tuition, fees, room and board increased over the last three to five years? 
3. Does financial need have an impact on admission decisions? How is financial aid affected if I apply via an early decision or early action program? 
4. Does the school offer need-based and merit-based financial aid? Are there other scholarships available that aren't based on financial need? Do I need to complete a separate application for merit-based scholarships? 
5. What is the priority deadline to apply for financial aid? 
6. When will I be notified about financial aid award decisions? 
7. If the financial aid package isn't enough, under what conditions, if any, will the aid office reconsider the offer? 
8. How will the aid package change from year to year? What will happen if my family's financial situation changes? What will happen if my enrollment status (or that of a family member) changes? 
9. What are the terms and conditions of the aid programs included in the aid package? What are the academic requirements or other conditions for the renewal of financial aid, including scholarships? 
10. When can I expect to receive bills from the college? Is there an option to spread the yearly payment over equal monthly installments? 

