






















Scholarships Grants Student Loans

Scholarships. Scholarships are awards of money given to students. 
It’s not required to pay money back from a scholarship. Scholarships 
are often designated for students who fit particular criteria. For 
example, a scholarship may be awarded to a student who has a 
special talent in athletics, art, or music. Or one may be awarded 
to a student with a certain grade point average. In addition, there 
are scholarships available to students whose parents work for a 
particular company or to students in a particular organization.

Grants. Grants, like scholarships, do not have to be repaid. They’re 
offered to a variety of students. Here are some different grant programs:

	» 	 Pell Grants—Pell grants are awarded to students in their first four years of college. Pell Grants 
			  pay only a small part of the cost, and usually students obtain additional financial aid. The amount 
			  of money you get depends not only on your financial need, but also on your costs to attend school, 
			  and your status as a full-time or part-time student.

	» 	 Federal Supplemental Educational Opportunity Grant (FSEOG)—This program is for students 
			  with large financial needs. Through this type of grant, you can receive between $100 and $4,000 
			  per year, depending on when you apply, your financial need, the funding at the school you’re 
			  attending, and the policies of the financial aid office at your school.

	» 	 Academic Competitiveness Grant—This award is added to a student’s Pell Grant award. It will 
			  provide up to $750 for the first year of college and up to $1,300 for the second year. Students in 
			  their second year must maintain a grade point average of at least 3.0.

	» 	 National Science and Mathematics Access to Retain Talent Grant (SMART)—SMART grants are 
			  offered only to full-time students in their third and fourth years of college, and they’re only offered 
			  to students who are also eligible for the Federal Pell Grant and who are majoring in physical, life, 
			  or computer sciences, mathematics, technology, engineering, or a foreign language determined 
			  critical to national security.

For More Information

Visit the Federal Student Aid 
website at studentaid.gov 
to learn more about schol-
arships, grants, and student 
loans.
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Student Loans. If grants and scholarships are not enough to pay for college, and loans are unavoidable, 
you can look into federal loan programs or private loans from financial institutions. Student loans help you 
pay for college, but need to be paid back after you graduate or leave school. Among the many options for 
loans are the Perkins and Stafford loans for students. Here is a description of each.

	» 	 Perkins Loans—This loan is for students with large financial needs. It has low interest rates and 
			  no fees. You borrow this money through the school, and you can borrow up to $4,000 per year. 
			  You are required to start making payments nine months after you graduate or leave school. This 
			  amount of time is called the grace period.

	» 	 Stafford Loans—These are loans with a fixed rate for college students. Stafford loans can be used 
			  to pay tuition and other eligible school expenses.

Remember that you must repay student loans, and that this should be a last resort. If you think you need a 
loan, do your homework, and ask lots of questions before selecting one. Ask about fees, when you’ll have 
to start paying back your loan, the interest rate, and whether you’ll have to pay interest while in school. 
These examples are government loans. Many financial institutions offer private student loans as well, but 
they often have higher interest rates.

To avoid the debt of student loans, you may also choose one or more of these alternatives:

	» 	 Live at home.

	» 	 Attend an inexpensive community college for one or two years, and work part time to save money 
			  until you can transfer to a four-year school.

	» 	 Work and earn money as you go to school.

	» 	 Consider the GI Bill; the military offers substantial funding for education in return for military 
			  service.

	» 	 Consider the Federal Work-Study program (FWS), which, if a student is awarded work-study as part 
			  of their financial aid, they can work part-time to earn funds to pay for college.

If you want to obtain any type of financial aid, complete the FAFSA, or Free Application for Federal Student 
Aid. It’s the first step in the financial aid process.

When completing the FAFSA, it is a good idea to follow these tips:

	» 	 Apply early because they need to be received before the deadline.

	» 	 Complete your tax return before you complete the FAFSA because tax information is required.

	» 	 Complete the FAFSA online to speed up the process.

For more information about financial aid, call or visit a financial aid office at the college you’ll attend.
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Complete these activities.

3.14_ What is the first step in applying for financial aid?

	 a. 	Complete the FAFSA.	 b. 	Apply to a college.	 c. 	Calculate the cost.

3.15_ A ___________ may be awarded to a student who has a special talent in athletics, art, or music, or 
with a certain grade point average.

	 a. 	Pell grant	 b. 	student loan	 c. 	scholarship

3.16_ ___________ are awarded to students in their first four years of college.

	 a. 	Pell grants	 b. 	SMART grants	 c. 	FSEOGs

3.17_ ___________ loans are student loans with a fixed rate for college students.

	 a. 	Perkins	 b. 	Student	 c. 	Stafford

3.18_ You must complete your ___________ before completing the FAFSA.

	 a. 	first year of college	 b. 	tax return	 c. 	work study

3.19	 Use the following chart to explain how the loan repayment period affects the total cost of the 
loan.

_ ________________________________________________________________________________________________________

_ ________________________________________________________________________________________________________

_ ________________________________________________________________________________________________________

_ ________________________________________________________________________________________________________

3.20_ In two to three sentences, describe at least three things you can do to avoid the debt of student 
loans.

_ ________________________________________________________________________________________________________

_ ________________________________________________________________________________________________________

_ ________________________________________________________________________________________________________

_ ________________________________________________________________________________________________________

Loan Repayment Period

Loan 1 Loan 2

Principal $5,000 $5,000

Interest Rate 6.47 percent 6.47 percent
Monthly Payment $98 $57

Loan Repayment Period 5 years 10 years

Total cost of the loan $5,866 $6,804
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LET’S REVIEW!

There are many types of loans, such as home equity loans, car loans, student loans, personal loans, and 
small-business loans. Car loans are among the most common types of loans. While you’re shopping for a 
good car price, it’s important to shop around for the best loan for your car. The loan period, APR, and prin-
cipal affect how much you pay for your car.

Scholarships, grants, and student loans are types of financial aid you can obtain to use to pay for the 
expenses associated with college and vocational schools. 

  �Review the material in this section in preparation for the Self Test. The Self Test will check your 
mastery of this particular section. The items missed on this Self Test will indicate specific areas where 
restudy is needed for mastery.
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