
A s a parent  or  grandparent ,  you know f i rsthand the chal lenges of

funding a chi ld ’s educat ion .  The Free Appl icat ion for  Federal  Student

Aid (FAFSA )  Act  was passed at  the end of  2020 and has changed some of

the qual i f icat ions for  students to receive f inancial  a id .

These changes will affect those applying for financial aid for the
2023-2024 school year.

You ’ l l  not ice these changes on October 1 ,  2022 ,  which is  when the FAFSA

opens for  the 2023 -2024 school  year.

529 plans from grandparents are no longer counted as cash
against financial aid.

One of  the most confusing parts of  the FAFSA process was how to account

for  cash funding .  Whi le the FAFSA doesn ’ t  require 529 accounts owned by

grandparents to be disclosed ,  fami l ies are required to disclose cash

support  that  the student receives .  This cash support  may then include

money from a 529 account .  I f  s tudents received money from these

accounts ,  the student was st i l l  expected to disclose these disbursements

as cash ,  and very often ,  f inancial  a id needs and opt ions were reduced .1

Parent -owned 529 plans are automat ical ly  factored into the FAFSA when a

dependent f i les ,  and are only evaluated for  up to 5 .64%  avai lable for

col lege use (no more than any other non -qual i f ied asset ) .

FAFSA
Simplification Act

Learn about how legis lat ive changes can help

you f inance your loved one ’s educat ion .
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A 529 plan is  a col lege savings plan that  a l lows indiv iduals to save for

col lege on a tax -advantaged basis .  State tax t reatment of  529 plans is

only one factor  to consider pr ior  to committ ing to a savings plan .  Also ,

consider the fees and expenses associated with the part icular  plan .

Whether a state tax deduct ion is  avai lable wi l l  depend on your state of

residence .  State tax laws and treatment may vary.  State tax laws may be

dif ferent  f rom federal  tax laws .  Earnings on non -qual i f ied distr ibut ions wi l l

be subject  to income tax and a 10%  federal  penalty tax .

A simplified questionnaire.

The FAFSA has been great ly  reduced in s ize ,  f rom 108 demographic ,

educat ional ,  and ident i f icat ion quest ions to a maximum of  36 quest ions .

Part  of  the restructur ing was aimed at  c lear ing up confusion as to who is

and is  not  a dependent student ,  and what type of  assets need to be

included .2 ,3

Student Aid Indicator (SAI) calculation changes.

Part  of  the quest ionnaire changes were due to changes made to the

calculat ions for  f inancial  a id .  The Student Aid Indicator  (SAI )  is  the math

behind the scenes that  determines what types of  funding and how much a

student is  e l ig ible for.  Keep in mind that  these calculat ions are st i l l

compl icated ,  but  that  overal l ,  e l ig ibi l i ty  for  f inancial  a id has been

broadened .4 Some of  the quest ionnaire changes were due to changes

made to the calculat ions for  f inancial  a id .  The Student Aid Indicator  (SAI )

is  the math behind the scenes that  determines what types of  funding and

how much a student is  e l ig ible for.  Keep in mind that  these calculat ions

are st i l l  compl icated ,  but  that  overal l ,  e l ig ibi l i ty  for  f inancial  a id has been

broadened .4

For more informat ion ,  v is i t  studentaid .gov .
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