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Determining Financial Need

Need Analysis
• Federal Methodology -- FM

• The Needs Analysis Formula is defined in Part F of the Higher Education Act of 1965 (HEA)

• Currently calculates an Expected Family Contribution (EFC) based on data reported on the 

FAFSA®

• Measures a family’s financial strength and ability to pay postsecondary expenses

• Used to determine a student’s financial aid package

• As a result of the FAFSA Simplification Act, the EFC will be replaced with the Student Aid 

Index (SAI) beginning with the 2024-25 award year

Cost of Attendance -- COA
• Provides students with a projection of costs

• Includes direct and indirect expenses
• Tuition, fees,  living expenses (room and board), books, transportation

• Dependent upon enrollment status, program, type of instruction, housing plans, etc.



Determining Financial Need

Cost of Attendance

– Expected Family Contribution
= 

= Student’s Financial Need

(Financial Aid Eligibility)



Federal Methodology

• For 2023-24, there are three regular EFC formulas and a simplified 

version of each
• Dependent student (Formula A)

• Regular 

• Simplified Needs Test

• Independent student without dependents other 

than a spouse (Formula B)
• Regular 

• Simplified Needs Test

• Independent student with dependents other 

than a spouse (Formula C)
• Regular 

• Simplified Needs Test

• Some applicants may be automatically eligible for a zero EFC



EFC Formula Guide



The EFC

• Factors that impact the EFC
• Taxed and untaxed income

• Taxes paid

• Assets and investments

• Number in household

• Number in college

• Age of the older parent 

• Number of wage earners

• Components
• Parents’ Contribution

• Student’s Contribution

• Assumptions
• Modest allowances for standard of living 

• Postsecondary education is among the family’s first discretionary expenses

• Living allowances
• 12 months for the family (parents’ portion of EFC calculation), and
• 3 months for the student (remaining 9 months in Cost of Attendance)



Simplified Formula

• Elements used in the simplified need analysis:
• Adjusted gross income
• Federal taxes paid
• Untaxed income and benefits
• Number of family members
• Number of family members in college
• An allowance for state and other taxes

• Assets are not considered in the calculation

• Generally aligns with “skip-logic” on FAFSA on the Web



2023-24 Simplified Formula

A dependent student qualifies if:

• The combined 2021 income of the student’s parents is less than $50,000 ($49,999 or less)

AND one of the following: 

• The student’s parents filed an IRS Form 1040 but did not file a Schedule 1 (or were not required 

to filed any income tax return), OR

• The student’s parent is a dislocated worker, OR

• Anyone in the parents’ household size was the recipient of a means-tested federal benefit 

program in the previous two years (2021 or 2022)
• Medicaid Program

• Supplemental Security Income (SSI)

• Supplemental Nutrition Assistance Program (SNAP)

• Free and Reduced Price School Lunch Program 

• Temporary Assistance for Needy Families (TANF)

• Supplemental Nutrition Program for Women, Infants and Children (WIC)



2023-24 Simplified Formula

An independent student qualifies if:

• The student’s (and spouse’s) combined 2021 income is less than $50,000 ($49,999 or less)

AND one of the following:

• The student (and spouse if married) filed an IRS Form 1040 but did not file a Schedule 1 (or were 

not required to filed any income tax return), OR

• The student (or student’s spouse) is a dislocated worker, OR

• Anyone in the student’s household size was the recipient of a means-tested federal benefit 

program in the previous two years (2021 or 2022)
• Medicaid Program

• Supplemental Security Income (SSI)

• Supplemental Nutrition Assistance Program (SNAP)

• Free and Reduced-Price School Lunch Program 

• Temporary Assistance for Needy Families (TANF)

• Supplemental Nutrition Program for Women, Infants and Children (WIC)



Automatic Zero EFC

Applies to Dependent Students (Formula A) and Independent Students with 
Dependents other than a Spouse (Formula C)

Does not apply to Independent Students without Dependents other than a 
Spouse (Formula B)



2023-24 Automatic Zero EFC

Student’s parents (or independent student with dependents other than a spouse) must meet 

specific criteria:

• Income of $29,000 or less 
AND one of the following:

• Filed a 2021 IRS Form 1040 but did not file a Schedule 1 (or were not required to filed any income tax 
return), OR

• The student’s parent or the independent student (or spouse) is 
a dislocated worker, OR

• Anyone in the household size was the recipient of a means-tested federal benefit program in 
previous two years (2021 or 2022)

• Medicaid Program

• Supplemental Security Income (SSI)

• Supplemental Nutrition Assistance Program (SNAP)

• Free and Reduced Price School Lunch Program 

• Temporary Assistance for Needy Families (TANF)

• Supplemental Nutrition Program for Women, Infants and Children (WIC)



Treatment of Income & Assets

Total Income:

Base year income from all taxable and untaxable sources
- Excludable income (i.e., education credits, child support paid, taxable earnings from 

FWS or other need-based work programs)

= Total Income (TI)

Available Income (portion of income remaining for discretionary spending):

Total Income
- Total Allowances

=  Available Income (



Allowances Against Total Income

• State and Other Tax Allowance (STX)
• U. S. income tax paid

• Estimate of state and other taxes
• FICA

• Income Protection Allowance (IPA)
• Estimates amount required for basic needs

• Based on Bureau of Labor & Statistics studies

• Increases with each household member

• Decreases with each member in college

• Employment Expense Allowance (EA)
• Represents additional costs when both parents work

• Applies to single parent working families



Treatment of Assets

Cash, savings, checking

+ Net worth of real estate and investments

+ Adjusted net worth of business/farm

= Total Net Worth (NW)

Total Net Worth

- Education Savings and Asset Protection Allowance (APA)

= Discretionary Net Worth (DNW)

Discretionary Net Worth

x Asset Conversion Rate

Contribution from Assets



Dependent Student

Formula A





Total Parents’ Contribution

Available income

+ Contribution from assets

= Adjusted available income (AAI)

x Assessment rate

= Total parents’ contribution  (TPC)

÷ Number in college (excluding parents)

= Parents’ contribution (if negative, set to 0)



Total Student’s Contribution

Student’s contribution from Available Income

+ Student’s contribution from Assets

= Total Student Contribution (TSC)



EFC Calculation

Parents’ contribution

+ Student’s contribution

= Nine-month EFC











2022-23 2023-24



27,495 (AAI)  – 23,800 = 3,695

3,695 x .29 = 1,072

1,072 + 5,383 = 6,455



Table 8 – Contribution from AAI

2023-24

2022-23









EFC Calculation

Parents’ contribution

+ Student’s contribution

= Nine-month EFC



Independent Student 
without Dependents Other 

than a Spouse

Formula B



Independent Student without 
Dependents Other Than a Spouse

• Applies to single and married independent students

• EFC Components:
• Contribution from student’s (and spouse’s) available income

• Contribution from student’s (and spouse’s) assets



Independent Student 
with Dependents Other 

than a Spouse

Formula C



Independent Students with 
Dependents Other Than a Spouse

• Analysis looks much like that of parents of 
dependent students

• Similar allowances and asset conversion rate



Independent Formulas 
Some EFC factors vary among the independent formulas:

• Income Protection 
Allowance

• Employment Expense 
Allowance

• Student Contribution 
from Income

• Student  Contribution 
from Assets



Intermediate Values
• Abbreviations and values for the formula components are shown in the 

Intermediate Values section of the student’s ISIR 

• Useful to FAAs performing recalculations or making professional 
judgment adjustments



From the ISIR Guide



FAFSA Simplification

• Replaces the EFC with the Student Aid Index (SAI) in 2024-25
• Students and families will see a different measure of their ability to pay for 

college and a change in the methodology used to determine aid eligibility
• The SAI is a number that will determine each student’s eligibility for certain 

types of federal student aid 

• Makes changes to the need analysis calculation
• Allows a minimum SAI of -1,500
• Income protection allowance increases
• State/other tax allowance removed
• Removes the number of family members in college from the calculation
• Small business/family farm exclusion eliminated

• Extends the Federal Pell Grant to more students and links eligibility to 
family size and the federal poverty level

• Implements separate eligibility determination criteria for Federal Pell 
Grants. 



Federal Pell Eligibility and SAI Guide 



Student Aid Index (SAI)

• The SAI will be calculated using information provided on the FAFSA® using one 

of three formulas: 
• Formula A – Dependent students

• Formula B – Independent students without dependents other than a spouse; and 

• Formula C – Independent students with dependents other than a spouse. 

• Student Aid index can be -1500 (rather than 0 under EFC)
• There is no longer an Auto Zero Formula

• There is no Simplified Needs Test, however, certain applicants may be exempt from 

asset reporting based on income and tax filing status

• The ISIR will include the SAI, Intermediate values, Maximum Pell Indicator and 

Minimum Pell indicator



Student Aid Index (SAI)
• A dependent student applicant is exempt from asset reporting if they meet one of 

the following criteria:
• The applicant qualifies for a Maximum Pell Grant. 

• The applicant’s parents’ 2022 combined AGI is less than $60,000 and they did not file a 

Schedule A, B, D, E, F, or H, AND 
• They did not file a Schedule C, OR 
• They filed a Schedule C with net business income that is less than or equal to $10,000 AND greater 

than or equal to -$10,000. 

• The applicant or applicant’s parent received a benefit under a means-tested Federal 

benefit program during the 2022 or 2023 calendar year. 

• Exception: A dependent student whose parents (1) live outside the U.S. or (2) did not file 

taxes in the U.S. or a U.S. territory is not exempt from asset reporting unless they were not 

required to file due to having income below the filing threshold. 



Student Aid Index (SAI)

• An independent student applicant is exempt from asset reporting if they 

meet one of the following criteria. 
• The applicant qualifies for a Maximum Pell Grant. 

• The applicant’s (and applicant’s spouse, if applicable) 2022 combined AGI is 

less than $60,000 and they did not file a Schedule A, B, D, E, F, or H, AND 
• They did not file a Schedule C, OR 

• They filed a Schedule C with net business income that is less than or equal to 

$10,000 AND greater than or equal to -$10,000. 

• The applicant or applicant’s spouse received a benefit under a means-tested 

Federal benefit program during the 2022 or 2023 calendar year. 



SAI Tables for the Three Formulas



Dependent Student

Formula A





Parents’ Contribution

Available income

+ Contribution from assets

= Adjusted available income (may be a negative number)

x Assessment rate

= Parents’ Contribution





Student’s Contribution

Student’s contribution from income

+ Student’s contribution from assets

= Student contribution (may be a negative number)















700

x .0145

10









Independent Student 
without Dependents Other 

than a Spouse

Formula B



Independent Student without 
Dependents Other Than a Spouse



Independent Student 
with Dependents Other 

than a Spouse

Formula C



Independent Students with 
Dependents Other Than a Spouse



SAI Guide 
Acronyms



R

E

S

O

U

R

C

E

S

fsapartners.ed.gov/knowledge-center

https://fsapartners.ed.gov/knowledge-center


R

E

S

O

U

R

C

E

S

fsapartners.ed.gov/knowledge-center/topics/fafsa-
simplification-information/resources

https://fsapartners.ed.gov/knowledge-center/topics/fafsa-simplification-information/resources


R

E

S

O

U

R

C

E

S

fsapartners.ed.gov/knowledge-center/library/handbooks-
manuals-or-guides/2023-05-31/2024-25-fafsa-specifications-guide-
march-2024-update

https://fsapartners.ed.gov/knowledge-center/library/handbooks-manuals-or-guides/2023-05-31/2024-25-fafsa-specifications-guide-march-2024-update


R

E

S

O

U

R

C

E

S

nasfaa.org/fafsa_simplification

https://www.nasfaa.org/fafsa_simplification


R

E

S

O

U

R

C

E

S

oreillyauto.com/flux-capacitor?q=flux+capacitor+

https://www.nasfaa.org/fafsa_simplification



