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= How do college savings options compare?

i
There are many investment accounts you can use to help save

“‘ for a child's education, which differ in features and benefits.
C\.! Here are 3 types of accounts that many families consider:

529 UGMA/UTMA The Coverdell

el st Education
These tax-advantaged accounts are Custodial accounts invested in the Custodial accounts invested in the
designed to pay for qualified child's name, these accounts can be child's name, these accounts can
education expenses. They can be used for any expense for the benefit be used for any expense for the
used for a student of any age. of the child. benefit of the child.

Any earnings grow tax-deferred and qualified distributions are federal income tax-free

Part of investment earnings may be
tax-exempt

Annual gift-tax-free transfers

Up to $75,000 per beneficiary in a single Standard $15,000 annual
year ($150,000 per married couple)* ($30,000 per couple)

Beneficiary can be changed?

v X v

Participant (account owner) maintains control over distribution of assets't

$2,000 annual account contribution limit.

v Distributions must be used for minor v

Contributions not limited by the income of the participant (account holder)

/ Cannot contribute if AGI is over $110,000
X (for single) or $220,000 (for joint filer)
No age limit for the beneficiary (child)
/ The minor gains control of the assets at Balances must be disbursed by age 30 to

age 18 or 21, depending on state law beneficiary to avoid penalties/taxes

Low impact on financial aid

Choice of investments
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X
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Choice of portfolios is managed by Owner researches and chooses Owner researches and chooses
a professional fund manager investments investments

*For 529 accounts only, the new beneficiary must have one of the following relationships to the original beneficiary: 1) a son or daughter; 2)
stepson or stepdaughter; 3) brother, sister, stepbrother, or stepsister; 4) father or mother or an ancestor of either; 5) stepfather or stepmother;
6) first cousin; 7) son-in-law, daughter-in-law, father-in-law, mother-in-law, brother-in-law, or sister-in-law; or 8) son or daughter of a brother or
sister. The spouse of a family member (except a first cousin's spouse) is also considered a family member. However, if the new beneficiary is a
member of a younger generation than the previous beneficiary, a federal generation-skipping tax may apply. The tax will apply in the year in
which the money is distributed from an account.

tln order for an accelerated transfer to a 529 plan (for a given beneficiary) of $75,000 (or $150,000 combined for spouses who gift split) to
result in no federal transfer tax and no use of any portion of the applicable federal transfer tax exemption and/or credit amounts, no further
annual exclusion gifts and/or generation-skipping transfers to the same beneficiary may be made over the 5-year period, and the transfer must
be reported as a series of 5 equal annual transfers on Form 709, United States Gift (and Generation-Skipping Transfer) Tax Return. If the donor
fails to survive the 5-year period, a portion of the transferred amount will be included in the donor's estate for estate tax purposes.

FFor 529 savings plans, contributions are considered revocable gifts; owner controls the account; child is the beneficiary. For UGMA/UTMA
accounts, contributions are considered irrevocable gifts; distributions must be used for minor; custodian controls the account until it is
transferred to the minor at the age of majority. For Coverdell accounts, contributions are considered irrevocable gifts; account owner controls
the account; child is beneficiary.




