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You Are Getting Divorced. How Will You Afford College? 

   

Affording college is challenging enough for parents living under the same roof. Therefore 
understanding and maximizing rules for qualifying for the most comprehensive financial aid 
post- divorce is particularly crucial. State universities rely on information provided in the Free 
Application for Federal Student Aid (FAFSA). Private universities and colleges typically rely on 
guidelines which are not nearly as generous as FAFSA, thereby significantly increasing the 
family's expected financial contribution well above the FAFSA limits.  

  

The Department of Education in creating the FAFSA has created a uniform financial formula to 
equalize the expected family contribution irrespective of a particular family's lifestyle or expense 
choices. In other words, when completing the FAFSA, the government does not care what 
particular or unique expenses and debts you took on to maintain your lifestyle. The two crucial 
determinants of aid are income and assets, and who earns the income and who owns the assets.  

   

  

Income and Asset Protection Allowances 

 

  



There are both income and asset protection allowances which provide a threshold or a baseline 
of assets and income which are excluded when computing the expected family contribution. For 
the academic year 2019-2020, a dependent student can earn $6600 in the tax year without it 
being counted in the expected family contribution. However, all income earned by the student 
above this threshold is multiplied by 50% and that product is deducted from any potential aid. 
Furthermore, the income protection allowance under FAFSA (not the case for private colleges) is 
based EXCLUSIVELY on the adjusted gross income of the custodial parent.  

  

  

Make Sure to Specify the Custodial Parent 

 

The custodial parent is the one with whom the student spends the majority of his or her 
overnights. However, the university will accept whichever parent the student identifies as the 
custodial parent. The admissions office does not police this, and has no interest in inserting itself 
into family dynamics. Therefore, if there is a big discrepancy in incomes between the parents, 
which often is the case post-divorce, there are major financial aid advantages listing the lower 
earning parent as custodian. This is perhaps the single and greatest financial advantages of 
divorce, and one that definitely involves planning and negotiation. 

 

Income Protection Allowance 

  

The income protection allowance is based on the size of the family and the number of other 
dependent college students who the custodial parent claims. For the 2019-2020 academic year, if 
the custodial parent's household includes herself and two college students, i.e. a family size of 
three, then her income protection allowance will be just under $20,000. Therefore, if her adjusted 
gross income for tax purposes is say $68,000, then the approximately $20,000 will be deducted, 
resulting in an adjusted, adjusted income for purposes of FAFSA of $48,000. This is significant 
because if the custodial parent's adjusted gross income combined with the income protection 
allowance is less than $50,000, then like playing the game of Monopoly, she would pass go, and 
immediately qualify for financial aid without having to count assets.  

   
Asset Protection Allowance 

 

There is also a calculation of assets owned by the custodial parent which has to be factored in 
along with the adjusted income formula to determine aid. Assets which are excluded from this 
calculation include qualified retirement plans such as 401k and 403b plans, IRAs, life insurance 
and annuity policies, home equity, and the value of a business in which there are less than 100 
employees. All other assets over and above the asset protection allowance are included. The asset 
protection allowance is based on the age of the custodial parent. The asset protection allowance 
has been decreasing monumentally since peaking in the 2009-2010 school year. For the 2019-
2020 academic year, the allowance for a single parent age 45 is $5800. All countable assets above 
this threshold allowance are considered "discretionary net worth". For the 2019-2020 school 
year, when a parent's discretionary net worth reaches $33,601, then the parent's contribution 
from assets equals $9097 plus 5.64% (47% of the 12% discretionary net worth conversion rate) 
of all assets above the $33,600 threshold.  



  

Calculation 

 

The calculation of aid is basically a combination of the parent's net available income determined 
from the formula above, plus the discretionary net worth derived from the formula above that 
are determinants of the expected family calculation which provides a baseline of family money 
that has to be used before financial aid will be considered. It obviously gets complicated. What's 
more, it has to be re-applied every year. The amount of aid can vary each year due to changes 
with respect to assets and income as well as the changing pool of applicants competing for aid 
each year as seniors graduate and a new crop of freshmen matriculate.  

   

Other Sticky Points, Including Remarriage 

 

There are a few other sticky points which need to be understood with respect to FAFSA and 
college aid, particularly as they relate to divorce. In addition to strategically identifying the 
custodial parent, it is important to note that if the custodial parent remarries, the income of the 
step-parent is factored into determining available income. Consequently, college financial aid 
may very well have to be factored to determine financially how practical it is to remarry, and 
more importantly what is the most financially advantageous date to do so. Also, child support and 
alimony even if it is not treated as taxable income to the recipient will still be counted in the 
income calculations. Furthermore, 50% of income distributions made directly to the student, 
even if they are from a 529 college plan will be counted towards the family contribution 
expectation. Therefore, it's best to have distributions made directly to the school. In addition, aid 
will be reduced by 20% of the value of assets owned in the student's name, and this includes 
UGMA/UTMA accounts. So, while there may be some estate or other tax planning reasons to 
amass assets in a child's name, for purposes of qualifying for financial aid, it could be disastrous.  

  

Who Owns What Matters 

  

The point is that how assets are titled and distributed is very important. To further emphasize 
the point, if title to the student's 529 plan is held with the custodial parent, then aid can be 
reduced by 5.64% of the account's value, but distributions are ignored. However, if title is held 
with the non-custodial parent, then it will not be deemed an asset of the custodial parent, but 
distributions will count as income to the student and can reduce aid by 50%. For this reason, the 
less-moneyed custodial parent should own the 529 plan. Furthermore, strategically investing in 
retirement accounts or other excludable investment accounts should be considered beyond 
simple investment calculations to take into consideration potential outside support for financing 
college.  

  

Laws have also made it challenging for parents who consider their offspring emancipated after 
graduating from high school and seek for the student to collect financial aid based on his or her 
personal financial status. This is because to qualify as an independent student for purposes of 
qualifying for aid under FAFSA, the student must be over age 22, married, or in the armed 
services.  



   

In summary, planning for college funding is in itself a reason for working with a professional 
financial planner. However, based on the complexities divorce adds to the equation, irrespective 
of the age of their children, parents should not legally bind themselves to a divorce decree 
without seeking the counsel of a certified divorce financial analyst.  

  

  

  

  

  

Content in this material is for general information only and not intended to provide specific 
advice or recommendations for any individual. LPL Financial and Gann Partnership do not 

provide legal, tax, mediation, financial therapy or psychological advice or services. You should 
discuss your specific situation with the appropriate professional. 

 

We provide objective, financial planning and active investment management for individuals, families, and businesses. We 
do not believe in the ubiquitous, yet simplistic asset allocation pie chart models that do not address risks and 
opportunities that exist in real time. We do not ascribe to a simple buy and hold (otherwise known as buy and hope) 
approach. We believe that true diversification incorporates assets and strategies beyond long-only stock and bond 
investing. And, we believe that different market conditions demand different strategies and types of investments. We 
take great pride in our research and our record of delivering investment products and strategies for which only few have 
ever been previously educated or exposed. 
  

www.gannpartnership.com 
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Gregory E. Gann, Esq. 

Juris Doctorate * LPL Investment Advisor Representative * Certified Divorce Financial Analyst 
Gann Partnership, LLC  

3 Church Lane 

Baltimore, Maryland  21208 

(For GPS directions: input "Pikesville, MD") 

gregory.gann@gannpartnership.com 

410-415-5505 

410-415-5503 fax 

   

This email contains privileged and confidential information intended only for the use of the 
individual(s) named above. If you are not the intended recipient, any use of this material is 
strictly prohibited.  If this e-mail is received in error, please notify us by phone.  Thank you. 

 

Securities offered through LPL Financial, Member FINRA/SIPC 

 

https://urldefense.proofpoint.com/v2/url?u=http-3A__r20.rs6.net_tn.jsp-3Ff-3D001RxbDkZkF7vCS30rRamIWypwOyTrLATre8DLHulpFRZO8gaUzBYKOq0DV8hUrbQlE7Jr3QnGy2mbXOPctMtGbtpY9BNDwZcJRUcvZ0Cda74YQAmVebJmyKrXgadkFhwjKMZf4U38WOBm3NWrmf-2DyLqzm-2DrIceVX5nAJaM1Nz5hnKHWICp5-5FXuzw-3D-3D-26c-3D4YHNIFsY8jfr7s3fyRhFuJG3G0YOI0Gl1yU-5FoAQkA6nwGsJz72dASQ-3D-3D-26ch-3DNtdV9CXd9P4-5FIKOMOey26ijTH86ZKIergurrHnHK3DBlyut2ifm-2Dvw-3D-3D&d=DwMFaQ&c=2jpuOek3j4P5cpE4ozX__g&r=f4Nnj6IuQUXjFo50DEy0Ia8D6caYwA4rYhR9VWBktqc&m=I2hHoHfMBd6okeRTXyFqtW9A-tIefxQdjSf0gBx3HEA&s=_w6kkSUZbmb4iGvKiQdVARoxe-xTe1IHFzC7l8Du0lQ&e=
https://urldefense.proofpoint.com/v2/url?u=http-3A__r20.rs6.net_tn.jsp-3Ff-3D001RxbDkZkF7vCS30rRamIWypwOyTrLATre8DLHulpFRZO8gaUzBYKOq0DV8hUrbQlE7Jr3QnGy2mbXOPctMtGbtpY9BNDwZcJRUcvZ0Cda74YQAmVebJmyKrXgadkFhwjKMZf4U38WOBm3NWrmf-2DyLqzm-2DrIceVX5nAJaM1Nz5hnKHWICp5-5FXuzw-3D-3D-26c-3D4YHNIFsY8jfr7s3fyRhFuJG3G0YOI0Gl1yU-5FoAQkA6nwGsJz72dASQ-3D-3D-26ch-3DNtdV9CXd9P4-5FIKOMOey26ijTH86ZKIergurrHnHK3DBlyut2ifm-2Dvw-3D-3D&d=DwMFaQ&c=2jpuOek3j4P5cpE4ozX__g&r=f4Nnj6IuQUXjFo50DEy0Ia8D6caYwA4rYhR9VWBktqc&m=I2hHoHfMBd6okeRTXyFqtW9A-tIefxQdjSf0gBx3HEA&s=_w6kkSUZbmb4iGvKiQdVARoxe-xTe1IHFzC7l8Du0lQ&e=
mailto:gregory.gann@gannpartnership.com
https://urldefense.proofpoint.com/v2/url?u=http-3A__r20.rs6.net_tn.jsp-3Ff-3D001RxbDkZkF7vCS30rRamIWypwOyTrLATre8DLHulpFRZO8gaUzBYKOq4qb9nzpOAstVpmrp9ozi7h9004ho4jRGAuuU-2DZtLcRWbIXkPuQFy9BBxDDHCXdKv88S94IvFKrPLaS0q0hspu9yjdQXQPSYyIjF-5FLGugyWjg6VPREPMrh8S5DOKj4mTug-3D-3D-26c-3D4YHNIFsY8jfr7s3fyRhFuJG3G0YOI0Gl1yU-5FoAQkA6nwGsJz72dASQ-3D-3D-26ch-3DNtdV9CXd9P4-5FIKOMOey26ijTH86ZKIergurrHnHK3DBlyut2ifm-2Dvw-3D-3D&d=DwMFaQ&c=2jpuOek3j4P5cpE4ozX__g&r=f4Nnj6IuQUXjFo50DEy0Ia8D6caYwA4rYhR9VWBktqc&m=I2hHoHfMBd6okeRTXyFqtW9A-tIefxQdjSf0gBx3HEA&s=qSBA6NuSdeMFK-fN_XIVsm2mgMZExIB25vAVdqro1do&e=
https://urldefense.proofpoint.com/v2/url?u=http-3A__visitor.r20.constantcontact.com_email.jsp-3Fm-3D1103683652340&d=DwMFaQ&c=2jpuOek3j4P5cpE4ozX__g&r=f4Nnj6IuQUXjFo50DEy0Ia8D6caYwA4rYhR9VWBktqc&m=I2hHoHfMBd6okeRTXyFqtW9A-tIefxQdjSf0gBx3HEA&s=V1YXfICpWsp_m7A_NuQoNxYw-MD7LcZNkX1TRcTEesE&e=


 We invite you to forward our 

Economic Updates to friends and colleagues. 
 

  
  

 

 

 

Gann Partnership, LLC, Three Church Lane, Baltimore, MD 21208 

SafeUnsubscribe™ leslieternerpsychotherapy@gmail.com  

Forward this email | Update Profile | About our service provider 

Sent by lora.gann@lpl.com in collaboration with 
 

 

Try it free today 

  

 

 

 

 

 
 

https://urldefense.proofpoint.com/v2/url?u=https-3A__visitor.constantcontact.com_do-3Fp-3Dun-26m-3D0012cDSeepTCXWFYnUwTlH8UQ-253D-253D-26ch-3D3c2332c0-2D8b7e-2D11e8-2Da172-2Dd4ae5275505f-26ca-3D9c2d018d-2Dfdf8-2D4004-2D9f83-2Dc54ab63386d2&d=DwMFaQ&c=2jpuOek3j4P5cpE4ozX__g&r=f4Nnj6IuQUXjFo50DEy0Ia8D6caYwA4rYhR9VWBktqc&m=I2hHoHfMBd6okeRTXyFqtW9A-tIefxQdjSf0gBx3HEA&s=rVwskIzFO_42B1nVazbUWl57rjiiWLRkte1DIn9Aa-U&e=
https://urldefense.proofpoint.com/v2/url?u=http-3A__ui.constantcontact.com_sa_fwtf.jsp-3Fllr-3Duxcyk7dab-26m-3D1103683652340-26ea-3Dleslieternerpsychotherapy-2540gmail.com-26a-3D1131923231539&d=DwMFaQ&c=2jpuOek3j4P5cpE4ozX__g&r=f4Nnj6IuQUXjFo50DEy0Ia8D6caYwA4rYhR9VWBktqc&m=I2hHoHfMBd6okeRTXyFqtW9A-tIefxQdjSf0gBx3HEA&s=8TubgNM5wORrgT7BYLwy2jrB7d3nB9c1_cW_CxoPbwk&e=
https://urldefense.proofpoint.com/v2/url?u=https-3A__visitor.constantcontact.com_do-3Fp-3Doo-26m-3D0012cDSeepTCXWFYnUwTlH8UQ-253D-253D-26ch-3D3c2332c0-2D8b7e-2D11e8-2Da172-2Dd4ae5275505f-26ca-3D9c2d018d-2Dfdf8-2D4004-2D9f83-2Dc54ab63386d2&d=DwMFaQ&c=2jpuOek3j4P5cpE4ozX__g&r=f4Nnj6IuQUXjFo50DEy0Ia8D6caYwA4rYhR9VWBktqc&m=I2hHoHfMBd6okeRTXyFqtW9A-tIefxQdjSf0gBx3HEA&s=1zmEt7z_gzD2AqFXp_7nSbhfBJC30sOz07tsxXe0K7o&e=
https://urldefense.proofpoint.com/v2/url?u=http-3A__www.constantcontact.com_legal_service-2Dprovider-3Fcc-3Dabout-2Dservice-2Dprovider&d=DwMFaQ&c=2jpuOek3j4P5cpE4ozX__g&r=f4Nnj6IuQUXjFo50DEy0Ia8D6caYwA4rYhR9VWBktqc&m=I2hHoHfMBd6okeRTXyFqtW9A-tIefxQdjSf0gBx3HEA&s=G2Qks29aQDfiG4lFQB-x5pvzed_vxNrSa-8l-6pfGu8&e=
mailto:lora.gann@lpl.com
https://urldefense.proofpoint.com/v2/url?u=http-3A__www.constantcontact.com_index.jsp-3Fpn-3Dfranchise&d=DwMFaQ&c=2jpuOek3j4P5cpE4ozX__g&r=f4Nnj6IuQUXjFo50DEy0Ia8D6caYwA4rYhR9VWBktqc&m=I2hHoHfMBd6okeRTXyFqtW9A-tIefxQdjSf0gBx3HEA&s=a4Soubwl3HH5-1PiuDx6jmhT5MFzSDQZTMZdxrWAdXw&e=
https://urldefense.proofpoint.com/v2/url?u=http-3A__www.constantcontact.com_index.jsp-3Fpn-3Dfranchise&d=DwMFaQ&c=2jpuOek3j4P5cpE4ozX__g&r=f4Nnj6IuQUXjFo50DEy0Ia8D6caYwA4rYhR9VWBktqc&m=I2hHoHfMBd6okeRTXyFqtW9A-tIefxQdjSf0gBx3HEA&s=a4Soubwl3HH5-1PiuDx6jmhT5MFzSDQZTMZdxrWAdXw&e=

