Getting Your Freshman Off to College the Right Way

Parents struggle to save for college, but some of the biggest money challenges don’t have anything to do with paying the tuition bill. What happens if a child gets in an accident or suffers a sudden health emergency? What if a natural disaster – a la Hurricane Katrina – displaces a student without an action plan? What if your child gets in trouble with credit or botches his bank account?

Before junior heads off to college, it makes sense for parents to develop a “worst-case scenario” plan for money disasters that can affect both parent and child. Some ideas:

Consider an advance medical directive for your child: If your child becomes sick or is hurt at college, how would you feel about a doctor you’ve never met administering a course of treatment that could be at odds with previous medical history? If your child contracts a virus, would you be content with overnight treatment at the school’s student health center, or would you want your child transported to the closest major hospital? An advance medical directive isn’t simply for terminal conditions for older people. The creation of such a document by your attorney can spell out in precise language how you and your child want a sudden or chronic medical issue handled. Have a serious discussion with your child to incorporate his or her wishes into this document, and then check with the school to see where it should be filed for reference.

Make sure your child is insured: From health insurance to renter’s insurance, check with your health and home insurer to find out if there are ways to economically cover your child where he or she is going to school. Also, most schools will offer resources of temporary or short-term health insurance to cover students who are attending schools across state lines from their parents. Talk with a financial planner about these options. A good site for learning about health insurance options after graduation is www.PlanForYourHealth.com. 

Put plastic on training wheels: Many experts believe it makes sense for students to handle their first credit or debit card while at home. You might want to introduce them to plastic in their senior year of high school instead of their first year of college. Consider a lower-limit card that allows a parent to be a co-signer but puts the name of the student squarely on the card. Specific agreements should be made on what the card can be used for and what funds need to be set aside to pay the card in full each month.

Make the student pay his tuition check: Even if you are fortunate enough to have enough money to completely cover your child’s tuition, make sure your child writes the check to the bursar. They need to know what an education really costs and they need to understand the importance of major payments made on time. That will get them ready for mortgages, car payments and hopefully, saving early for their child’s education. 

Discuss financial aid: Make sure you have an ongoing dialogue with your child about financial aid, scholarship and grant renewal. 

Discuss taxes: Many college students with assets have their parents do their tax forms or have their taxes done by their parents’ tax preparer. Even if the parent continues to handle tax preparation, parents and students should discuss tax issues at appropriate intervals so the student isn’t clueless about filing when they are finally on their own. 

In fact, it might be a good idea for the student to attend the meeting with the tax preparer so they understand how the process works and what important financial documents to keep handy.

You and your kid should check his credit report – together: As long as your child is accepting your support, you should have them pull their credit reports annually so you can sit down and review them together. Not only will this teach the child the importance of building a strong credit rating and confirming the accuracy of their credit report on an annual basis, but it provides another level of parental oversight on the use of credit cards. If the student knows he needs to review his credit record with Mom or Dad, they’ll know problems won’t be easy to hide.
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