
inancing a child’s college education is often one
of the largest expenditures a parent will make in

preparing and launching their young adult into the world.
This brochure is designed to help you understand the
magnitude of the expense, assess your own need, and help to
develop a plan to finance college.

W H A T  I S  T H E  C O S T ?

Tuition, room and board costs range widely from
community or state schools to the most expensive private
colleges and universities.

The costs of college have been increasing about 6% per 
year in recent years. Use this 6% annual increase as a good
rule of thumb to project your future expenses. The current
cost ranges for tuition, fees, room and board by type of
school are shown below. 

Estimated Annual and Four Year College
Costs By Type of College for 2002* 

Type of Annual Cost Four Year Cost
College Estimate Forecast

State College $10,000 - $12,500 $40,000 - $50,000

Less Expensive 
Private College $15,000 - $16,500 $60,000 - $65,000

Mid-Range 
Private College $20,000 - $21,250 $80,000 - $85, 000

Expensive 
Private College $35,000 - $36,250 $140,000 - $145,000

* Estimated costs include: Tuition, Average Student Curriculum
Fees, Room and Board for undergraduate programs. 

Hint: To project two-year graduate school expenses use the
Mid-Range Private College annual expense estimate range
in the chart above. 

H O W  C A N  Y O U  P L A N ?

FIRST, Leverage tax advantaged 
savings programs

✓ COVERDELL EDUCATION IRA. You can invest up to
$2,000 ($500 pre-2002) per year, per student and not pay
taxes on the interest and investment income. The funds must
be used for school prior to the student’s 30th birthday. There
will be taxes and a 10% penalty for funds not used for educa-
tion, but funds may be transferred to another family
member’s education IRA or the student’s IRA.

✓ COLLEGE SAVINGS PLANS.  Also known as 529 programs,
almost every state now offers these portable college savings
plans with tax free earnings for qualified expenses. You can
invest up to the annual gift tax exemption limit per student
and no income limits apply. Some are state tax exempt as
well as federal tax free.

✓ US. SAVINGS BONDS.  Certain savings bond interest is tax
free, if the funds are used for college. continued on back

W H A T  I S  Y O U R  S I T U A T I O N ?

A good way to review and forecast your own costs and establish
savings requirements is to use the estimated costs mentioned
previously and chart them out. The worksheet below has been
provided to aid you in this process. To use the worksheet,
simply follow the instructions. 

The result is an estimate of what you will need to save to
enable your child to attend their school of choice. The work-
sheet assumes you will have all of your savings in place prior
to the first day of school. Remember, however, you also have
the four college years to continue to save. 

Once the projected costs for college are totaled and you and
your student have agreed on the path to take, you can begin 
to develop savings and investment plans for the upcoming
outlays. Fortunately there are many alternatives available to
you and your child to save funds.

College Savings Requirements Worksheet

1. Age of 
Student

2. Years 
until College

3. Total
Estimated Cost

4. Less:
Current Savings

5. Less:
Financial Aid

6. Equals:
Required Savings

7. Annual
Savings Required

How to use the worksheet:
• Years until college. Estimate the number of years until the 

first year of college. Place the result in #2.

• Total estimated cost.  Using the chart at left, choose the type 
of college your child will attend. Multiply the four year cost
times the factor below to account for the cost of inflation at 6%.
Place the result in #3.

• Current Savings.  Take your current college savings times 
the same factor used for costs to assume your savings will grow
at the same rate as the costs. Place the result in #4.

• Financial Aid.  50% of all students receive some form of
scholarship, grant, or loan. You may wish to estimate 10% 
up to 50% of the cost will be handled this way. Place your
estimated value in #5.

• Required Savings.  This equals Total Cost minus Current 
Savings minus Estimated Financial Aid (col. 3 - 4 - 5). Place 
the result in #6.

• Annual Savings.  This equals Total Savings divided by number 
of years til college (col. 7 / col. 2). This amount is in future 
dollars. The actual amount needed can be reduced to account 
for any interest or gains in your savings. Place the result in #7.

Yrs. til Cost Yrs. til Cost Yrs. til Cost
College Factor College Factor College Factor

5 1.338 10 1.791 15 2.397
6 1.419 11 1.898 16 2.540
7 1.504 12 2.012 17 2.693
8 1.594 13 2.133 18 2.854
9 1.689 14 2.261 19 3.026
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