Name: _____________________
Score: _____

Algebra II

Cost of College 
1) Research the current tuition + fees for the college of your choice.   If you plan to start at a community college and transfer to a 4-yr institution, find both.

a. What College/university do you plan to attend?

b. What is the current tuition?

c. Is this tuition for the current school year, or the upcoming school year?

Unfortunately, this expense does not stay the same.  Tuition costs are almost always increasing.  To plan for this you will need to do some more research.

2) Find the costs of tuition and fees for the past few years.  On average, how much does this increase per year.

a. What is the cost of tuition and fees for a previous year?

b. How many years ago was this?

c. Calculate the percent increase per year.

3) Use the average change of tuition to write an exponential growth function, relating the cost of tuition and fees to the year.

4) Using this function, find the cost of tuition and fees for your first year of college.

a. How many years until you start college?

b. Using your exponential growth model, find the projected cost of tuition and fees for your first year of college.  Remember to take into account whether your tuition from step 1 is for the current year or the upcoming year.

5) Use this function to predict the cost for each remaining year(s) of your college education.  Add these up to find the expected cost of you college education (excluding books and housing).
Saving for College

You need a lot of money to go to college.  How are you going to pay for it?  What are your options for saving money for college?  Check with your bank for savings options?  What percentage rate do they give for savings and how often do they compound.  What options do they have for CDs (Certificates of deposit)?  Do they have any other plans to save money?

6) Check on three options for saving money for college.  Find the percentage rate and the terms (minimum balance and rate of compounding) for each.

a. Option 1
Percentage rate
rate of compounding

b. Option 2
Percentage rate
rate of compounding

c. Option 3
Percentage rate
rate of compounding

7) If you deposited $5000 in each of these at the beginning of the school year, how much would you have when you start college? (use the compound interest formula)
a. Option 1

b. Option 2

c. Option 3

8) How old will you be when you start college?

9) If your parents deposited $5000 the year you were born in these plans, how much money would you have when you start college?
a. Option 1

b. Option 2

c. Option 3

10) Do any of these options get you close to what you need?

Planning for College

Let’s turn this around and find out what we need to do to get this money.   Pick one of your plans to work with.  For convenience sake, we will assume you will pay your bill when you graduate.

11) Which plan are you using to work with? (state the interest rate and rate on compounding)
12) Given your plan, how much money would you have to deposit at the beginning of this year to have your balance big enough to pay for your college education?  Remember, you should figure out how much is in the account at the end of your college years.

13) If you parents used this plan when you were born, how much would they have had to deposit to pay for your college education?

14) If your parents could only deposit $5000, how many years would they need to save to pay for your college education?

15) If your parents could only deposit $5000, what interest rate would they need to pay for your college education?

These plans we have been looking at are somewhat unreasonable.  They are based on the idea that we are putting a lump sum in a savings plan and letting it accrue interest.  Most people cannot come up with a big enough lump sum to do it this way.  Instead, you would probably start with a smaller amount and periodically add to the pot.  Unfortunately, our compound interest formula is not set up to do this, although we can do this with a little work.

Suppose I put $2000 into a savings plan that earns 2.2% compounded monthly.  Every year, I can add another $1000.  How much would I have after 5 years?

	Year
	Begin
	Deposit
	Compound
	End

	1
	0
	$2000
	
[image: image1.wmf]121

0.022

20001

12

×

æö

+

ç÷

èø


	$2044.45

	2
	$2044.45
	$1000
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	$3112.11

	3
	$3112.11
	$1000
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	$4203.49

	4
	$4203.49
	$1000
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	$5319.13

	5
	$5319.13
	$1000
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	$6459.56


While this is not as much as I would have if I deposited all $6000 in the first place, it is easier to come up with $1000 a year then $6000 all at once.

16) Pick one of your plans.  If your parents put in $5000 the year you were born, then added $1000 each year on your birthday.  How much money would be in the account when you start college?

a. Which plan are you using?  (state the interest rate and rate on compounding)
	Year
	Begin
	Deposit
	Compound
	End

	1
	0
	$5000
	
	

	2
	
	$1000
	
	

	3
	
	$1000
	
	

	4
	
	$1000
	
	

	5
	
	$1000
	
	

	6
	
	$1000
	
	

	7
	
	$1000
	
	

	8
	
	$1000
	
	

	9
	
	$1000
	
	

	10
	
	$1000
	
	

	11
	
	$1000
	
	

	12
	
	$1000
	
	

	13
	
	$1000
	
	

	14
	
	$1000
	
	

	15
	
	$1000
	
	

	16
	
	$1000
	
	

	17
	
	$1000
	
	

	18
	
	$1000
	
	


The Joy of Technology

This is a pain to figure out by hand.  To complicate matters, you are more likely to be depositing money monthly instead of yearly, giving even more calculations.  Fortunately, computers are good at doing repetitive calculations, so there are better ways to do this problem.  If you are familiar with using spreadsheets, you may have some ideas of how to do this painlessly with a spreadsheet.  Another option is to check the web page of your bank or credit union.  Many of these sites have an interest calculator, where you can plug in the numbers and it will do this for you.  

Such a calculator is also build into the TI-83/84 calculators.  Use one of these methods to answer the following problems (for help with the TI 83/84, come in for extra help).  Pick ONE of your three savings plans to work with.  
17) How did you do these calculations? (spreadsheet, back calculator, graphing calculator, ect.)
18) Which plan are you using?  (state the interest rate and rate on compounding)

19) If your parents deposited $1000 when you were born, then added $100 a month, how much would be in the account when you start College?  Is it enough?

20) If your parents deposited $1000 when you were born, how much would they need to add each month to have enough in the account when you start college?

21) If your parents deposited $1000 when you were born, then added $100 a month, what interest rate would they need to have enough in the account when you start college?
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