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Studies show that education can lead to better employment
opportunities and higher earning potential.¹
K-12 Private Education
A private school K-12 education may put students at an
advantage for their long-term educational and professional
success. However, this early advantage comes at a cost.
College Education
While 9 in 10 families agree that college is an investment in a
student’s future, only 52% reported having created a plan to
pay for all years of college before the student enrolled.2 That
disconnect is worth talking about, especially as college costs
continue to increase faster than inflation and financial aid has
not kept pace with tuition hikes.3
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Education Corner. “Benefits of Earning a College Degree.” Accessed Sept. 15, 2020.
https://educationcorner.com/benefit-of-earning-a-college-degree.html.
Sallie Mae, “How America Saves for College 2020.” Accessed Sept. 15, 2020.
https://salliemae.com/assets/research/HAP/HowAmericaPaysforCollege2020.pdf.
“Average Rates of Growth of Published Charges by Decade.” 2019. Accessed Sept. 15, 2020.
https://trends.collegeboard.org/college-pricing/figures-tables/average-rates-growth-published-charges.

This guide can help direct and inform
important conversations about saving
for education.

Color-coded sections explore the
unique savings situations and
concerns of parents, grandparents and
young professionals — and highlight
how specific benefits of 529 College
Savings Plans can help each group
meet their college funding goals.
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How much does education cost?
Probably more than you think.
The current US national average for one year of K-12
private school tuition is $9,944 for elementary schools and
$14,821 for high schools.4
During the 2019–20 academic year, families spent an average
of $30,017 on one year of higher education.5

AVERAGE COLLEGE COSTS (2019–20)

21,950
$
38,330
$
49,870
$
70,000+
$

When it comes to college, “We’ll pay the tuition out of cash
flow” or “We’re banking on financial aid” are not likely to be
viable funding plans.
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“Average Private School Tuition Cost (2020–21).” Private School Review. Accessed Sept. 15, 2020.
privateschoolreview.com/tuition-stats/private-school-cost-by-state.
Sallie Mae, “How America Saves for College 2020.” Accessed Sept. 15, 2020.
https://salliemae.com/assets/research/HAP/HowAmericaPaysforCollege2020.pdf.
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In-state, public
four-year6
Out-of-state,
public four-year6
Private, nonprofit, four-year6
Some four-year,
private colleges7

College Board, “Trends in College Pricing: 2019.” 2019.
Accessed Sept. 15, 2020.
https://research.collegeboard.org/pdf/trends-college-pricing2019-full-report.pdf.
Berkman, Justin. “The 51 Most Expensive Colleges in the
United States”, PrepScholar, September 30, 2019.
https://blog.prepscholar.com/most-expensive-colleges-in-theunited-states.
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A lack of college planning means
using student loans to fill savings gaps.
The fact that “student and parent borrowing”
accounts for 21% of college funding denotes
a widespread lack of college planning.8
Apart from home mortgages, student loan
debt is the largest form of debt in the
United States and is quickly becoming a
generational albatross.9
As of January 2020, over 45 million young
Americans are struggling to pay off more
than $1.64 trillion in student loans, with
debt amounting to over $587 billion higher
than the national credit card debt total.10

Recent studies show that the increasing
level of student loan debt is resulting in
fewer millennials buying homes, starting
businesses and getting married in their
post-collegiate years.11

HOW THE TYPICAL FAMILY
PAID FOR COLLEGE IN 2019–20 8
And the average percent of total cost paid from each source
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Borrowing
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Sallie Mae, “How America Saves for College 2020.” Accessed Sept. 15, 2020.
https://salliemae.com/assets/research/HAP/HowAmericaPaysforCollege2020.pdf.
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Lembo Stolba, Stefan. “Debt Reaches New Highs in 2019, but Credit Scores Stay Strong”, Experian. Mar. 9, 2020.
Accessed Sept. 15, 2020. https://experian.com/blogs/ask-experian/research/consumer-debt-study/.
10
“A Look at the Shocking Student Loan Debt Statistics for 2020.” Student Loan Hero. Jan. 15, 2020. Accessed
Sept. 15, 2020. studentloanhero.com/student-loan-debt-statistics/.
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Fay, Bill. “Students & Debt.” Debt.org. 2017. Accessed Sept. 15, 2020. debt.org/students/.
8

Parent Income
& Savings

1

%

8
8
13
25
44
%

%

%

%

%

3

Saving for college means less borrowing —
not a big reduction in federal financial aid.
Fifty-two percent of Americans have a college savings plan
in place. These individuals end up saving significantly more
than those who save without a structured plan.12

A family’s income — not its savings — is
the greatest factor in determining eligibility
for financial aid. And federal financial aid is
a long shot for families with incomes of
$150,000 or more with any investments
outside of retirement accounts.
Now, the good news: Uncle Sam’s
Expected Family Contribution (EFC)
formula determines financial aid eligibility
factors in a maximum of just 5.64% of
parents’ savings and 20% of the student’s
assets toward annual college costs,
according to FinAid.org.
So, if a family saves $50,000 for college in
the parents’ names, eligibility for federal
aid would be reduced by approximately
$2,800 in Year One.

12

Sallie Mae, “How America Saves for College 2020.” Accessed Sept. 15, 2020.
https://salliemae.com/assets/research/HAP/HowAmericaPaysforCollege2020.pdf.
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Let’s evaluate education funding options

Deciding between various college savings products can feel
like stepping into Goldilocks and the Three Bears.
No one option fits just right —
and for every benefit, there seems
to be a trade-off.
Coverdell Education Savings Accounts
offer tax-deferred growth and tax-free
withdrawals, but there are contribution
limits of $2,000 a year and income
phase-outs for parents. Custodial Accounts
can be more tax efficient than saving in
mutual funds, but the child controls the
account and financial aid eligibility is more
heavily impacted.
As of December 31, 2019, 14.25 million
savers have decided the tax-advantaged
529 College Savings Plan is the right
choice.14 And 529 plans can be especially
valuable for families in higher tax brackets
who can afford to save all or a substantial

portion of education costs.As of January 1,
2018, the Tax and Jobs Acts allows money
saved in a 529 plan account to be
withdrawn federal tax free to pay for up
to $10,000 tuition for K-12 elementary or
secondary public, private or parochial
schools. In some states, there may also
be additional state tax benefits for
contributions made towards K-12 tuition or
for college expenses from a 529 plan
account. Conforming states may allow
account holders to claim tax deductions
and credit for these contributions.15

See a comprehensive comparison
of college savings options

PERCENTAGE OF AMERICANS
SAVING FOR COLLEGE 13
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Sallie Mae, “How America Saves for College 2019.” 2019.
Accessed Sept. 15, 2020. https://salliemae.com/assets/
research/HAP/HowAmericaPaysforCollege2019.pdf.
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529 Savings Plans 2019 YEar-End Data Infographic,
College Savings Plans Network, Dec. 2019. Accessed
Sept. 15, 2020. https://collegesavings.org/wp-content/
uploads/2020/03/cspn-onepager-EOY-20192.pdf.
15
Flynn, Kathryn. “529 Savings Plans and Private School
Tuition.” Savingforcollege.com, Saving for College, LLC,
Aug, 1, 2020. Accessed Sept. 15, 2020. savingforcollege.
com/article/529-savings-plans-and-private-school-tuition.
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Comprehensive comparison
of education savings options
2020 Rules

529 Plan

Federal Gift
Tax Treatment

Coverdell Education Savings Accounts

UGMA/UTMA Custodial Accounts

Mutual Funds

Contributions treated as completed gifts, apply towards Contributions treated as completed gifts; apply
$15,000 annual exclusion, or up to $75,000 with 5-year $15,000 annual exclusion
election. Money saved in a 529 plan account can be
withdrawn federal tax free to pay for up to $10,000
tuition for K-12 elementary or secondary public, private
or parochial schools16

Transfers treated as completed gifts; apply
$15,000 annual gift exclusion

No gift involved;
direct payments
of tuition not
considered gifts

Federal Estate
Tax Treatment

Value removed from donor’s gross estate; partial
inclusion for death during a 5-year election period

Value removed from donor’s gross estate
unless donor remains as custodian

Value included
in the owner’s
gross estate

Maximum
Investment

Established by the program; some as much as $500,000 $2,000 per beneficiary per year combined from
per beneficiary
all sources

No limit

No limit

Value removed from donor’s gross estate

Yes, to another member of the beneficiary’s family
Able to
Change Beneficiary

Yes, to another member of the beneficiary’s family No; represents an irrevocable gift to the child

Time/Age
Restrictions

Contributions before beneficiary reaches age 18;
use of account by age 30

None unless imposed by the program

Not applicable

Custodianship terminates when minor reaches None
age established under state law (generally
18 or 21)

Income Restrictions None

Ability to contribute phases out for incomes between None
$190,000 and $220,000 (joint filers) or $95,000
and $110,000 (single)

None

Investments

Broad range of securities and certain
other investments

As permitted under state laws

Mutual funds

Withdrawn earnings subject to federal tax and
10% penalty

Funds must be used for benefit of the minor

No restrictions

Menu of investment strategies as developed by
the program

Withdrawn earnings subject to federal tax and
Use for NonQualifying Expenses 10% penalty

Source: https://savingforcollege.com/articles/how-much-can-you-contribute-to-a-529-plan-in-2020.
16

Flynn, Kathryn. “529 Savings Plans and Private School Tuition.” Savingforcollege.com, Saving for College, LLC. Aug. 1, 2020. Accessed Sept. 15, 2020,
savingforcollege.com/article/529-savings-plans-and-private-school-tuition.
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529 plans offer an unprecedented blend
of tax efficiency and flexibility
529 plans offer
triple tax
advantages.
Accounts compound
tax-free, qualified
distributions for
education expenses are
tax-free, and most
states offer additional
tax breaks.17 Also,
money can be
withdrawn federal tax
free to pay for up to
$10,000 tuition for
K-12 elementary
or secondary
public, private or
parochial schools.18

Accounts remain
under the account
owner’s control.

Flexible contribution
limits are set by the
plans themselves.

Assets can be reclaimed
at any time by paying
taxes and a 10%
penalty on any account
gains,or by transferring
the account to
another beneficiary.

Contribution limits are
as high as $500,000 per
beneficiary. An SSGA
Upromise 529 Plan
Account has no
enrollment fee and can
be opened for as little
as $50 a month with an
Automatic Investment
Plan or an initial
contribution of just $15.

There’s a special
gift tax exclusion
for gifting.
Plans permit five years
of gifts to a 529
beneficiary in a single
year, without triggering
the federal gift tax.19
That amounts to
$75,000 ($15,000
annual gift exclusion
x 5) for individuals
and $150,000 for
married couples.

Earnings on nonqualified withdrawals are subject to federal income tax and may be subject to a 10% federal penalty tax, as well as
state and local income taxes. The availability of tax or other benefits may be contingent on meeting other requirements.
18
Flynn, Kathryn. “529 Savings Plans and Private School Tuition.” Savingforcollege.com, Saving for College, LLC. Aug. 1, 2020.
Accessed Sept. 15, 2020. savingforcollege.com/article/529-savings-plans-and-private-school-tuition.
19
In the event the donor does not survive the five-year period, a pro-rated amount will revert to the donor’s taxable estate.
Rules regarding gifts and generation skipping transfer tax may apply in the case of a change in beneficiary.
You should consult with your tax advisor when considering a change of beneficiary.
17

A 529 account
is treated as a
parental asset.
This federal financial aid
formula means that, for
a 529 account, no more
than 5.64% of the
account’s value is
considered when
determining the
Expected Family
Contribution (EFC)
toward college costs.

Click the color-coded tabs to
learn more about the benefits
of a 529 College Savings Plan.
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529 plan benefits appeal to different investors:
Do you identify with any of these education savers?

The Miller & Smith families are on
different ends of the college funding
spectrum. Susan & Tom Miller struggle
to set aside money and are counting on
scholarships for their high school student,
while Michelle & John Smith already
have college money set aside for
their preschooler.

Eileen & Joe Alverez are big believers in
education. Between them, they hold four
college degrees and are proud that their
three children have all received a higher
education, with two of them completing
MBAs. They find nothing more appealing
than helping fund the educations of their
four grandchildren from kindergarten
through college, and they dream of
creating an education legacy.

Just recently married, Jean & Pete Lynch
are considering pursuing graduate degrees,
but perhaps because of their struggle with
their own undergraduate loans, they worry
about the cost. They also understand the
importance of getting a head start on saving
for college for the family they hope to have.

8

The Millers & the Smiths

The Millers, who have not started to save for college yet, and
the Smiths, who are actively saving for college, both find that
tax-efficient and flexible 529 plans have a role to play in their
college funding strategy.

LET’S START
THE CONVERSATION
How did your family pay for college?
Are you currently paying back student loans?
What types of colleges do you see in your
child’s/children’s future?
Do you expect your child/children to help pay
for college?
What are your expectations for federal
financial aid?
Do you see potential for private scholarships?
Are there family members who might want to
help you fund college for your children?
See common investor
questions & answers

9

The Millers & the Smiths

Common Investor Questions

For more information, click on these tabs:

How can I keep more of what I earn in investment accounts to pay for college?

Tax Advantages

If my child does not go to college or gets a scholarship, what happens to the money
I have saved in a 529 account?

Account Control

Given our family’s high income, is our family eligible for/able to benefit from a 529 account?

Contribution Limit

How will saving for college impact our chances of getting financial aid?

Financial Aid

How can other family members help us save for college?

Gifting Rules

Download additional resources at ssga.upromise529.com/advisor.

10

Eileen & Joe Alverez

Eileen & Joe Alverez are very interested in discussing
how best to fund their grandchildren’s education.

LET’S START
THE CONVERSATION

Because education is a “feel-good topic,” discussing education funding
is an easy way to begin the estate planning discussion, with the goal of moving
assets out of their estate.

Would you like to share your wealth with
your grandchildren?
Are you interested in establishing an
education legacy?
Are you taking Required Minimum
Distributions (RMDs) that you don’t need to
meet expenses?

A 2017 survey of grandparents revealed that more than half were — or were
planning on — contributing to their grandchildren’s college education.20

Will your grandchildren attend private school
for grades K-12?
Will your grandchildren be candidates for
financial aid?

20

“ How grandparents can help fund college.” Fidelity.
November 29, 2017. fidelity.com/viewpoints/
personal-finance/grandparents-can-help-fund-college.

See common investor
questions & answers
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Eileen & Joe Alverez

Common Investor Questions

For more information, click on these tabs:

How can I share my wealth with my grandchildren in a tax-efficient way?

Tax Advantages

I want to fund my grandchild’s education, but I worry about running out of money in retirement
and the possibility that my grandchild won’t go to college.

Account Control

Will my savings hurt my grandchild’s chances of getting financial aid?

Financial Aid

Should I open a 529 account for my grandchild or contribute to one my child has set up for my grandchild?

Gifting Rules

Gifting Rules

Download additional resources at ssga.upromise529.com/advisor.
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Jean & Pete Lynch

Jean & Pete Lynch appreciate the flexibility and
convenience of saving for themselves and their future in
one easy-to-open and easy-to-manage 529 account.

57,600
$ 40,200 +43 %
$

Grad student
debt 2020
Grad student
debt 2004

Median graduate student loan debt rose 43%
in 16 years (from $40,200 in 2004 to $57,600
in 2020).21

21

Dave Rathmanner. “Average Student Loan Debt
Statistics for 2020.” Lendedu, Jun. 9, 2020.
Accessed Sept. 15, 2020. lendedu.com/blog/
student-loan-debt-statistics.

LET’S START
THE CONVERSATION
Do you anticipate going back to school?
Do you currently have any student loans?
Are you planning to have children? If so,
do you expect to fund 100% of
K-12 private school tuition or college costs?
Would you like to help fund the college
costs of family members?

See common investor
questions & answers
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Jean & Pete Lynch

Common Investor Questions

For more information, click on these tabs:

We are years away from having children, why start saving for college now?

Tax Advantages

How can I save for my child’s education when I’m strapped for cash/paying for
graduate school/still paying off my own student loans?

Contribution Limits

Is there an easy way to contribute to my niece’s/nephew’s college education?

Gifting Rules

What if I save for graduate school in a 529 account and then decide not to go?

Account Control

Download additional resources at ssga.upromise529.com/advisor.

14

Tax Advantages

In 2020, 37% of families utilized a 529 plan to help pay for college.22

It’s this simple . . .

529 plans offer tax-deferred investment
growth and federal tax-free withdrawals
when used to pay for up to $10,000 in K-12
private school tuition per year and for
qualified higher education expenses at any
educational institution where federal
student aid is available.23

Eligible institutions include K-12 public,
private or parochial schools, private
colleges, public universities, community
colleges, graduate schools and trade
schools around the country.24 The school
does not have to be located in the state
sponsoring the 529 plan. Foreign schools
may also be eligible.

In addition to tuition, assets in a 529
account can be used to cover a variety of
qualified higher education expenses,
including fees, certain room and board
costs, and required equipment and
supplies, as well as certain qualified
expenses for special-needs students.

Sallie Mae, “How America Pays for College 2020.” Accessed Sept. 15, 2020. https://salliemae.com/assets/research/HAP/HowAmericaPaysforCollege2020.pdf.
Earnings on nonqualified withdrawals are subject to federal income tax and may be subject to a 10% federal penalty tax,
as well as state and local income taxes. The availability of tax or other benefits may be contingent on meeting other requirements.
24
Eligible educational institutions generally include all post-secondary institutions that participate in U.S. Department of Education student financial aid programs.
22

23
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Tax Advantages

529 plans have no age limit, so it’s never too late to open an account and benefit from the
529’s tax advantages. Even if the account’s held for just a handful of years, the 529 plan’s
tax-deferred growth and tax-free distributions for qualified expenses can potentially mean
more money to pay for education.

MAIN POINTS

Frontloading a 529 account can be an effective way for investors to reduce their
taxable estate.25

1

Tax-deferred investment growth

2

Tax-free withdrawals to pay for
qualified higher education expenses

3

Possible additional tax benefits in
some states

Tax Advantages Can Make Your Dollars Work Harder
$
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Years

Source: Ascensus College Savings.
Assumptions: $2,500 initial investment with subsequent monthly investments of $100 for a period of 18 years; annual rate
of return on investment of 5% and no funds withdrawn during the time period specified; taxpayer is in a hypothetical 30%
income tax bracket for all options at the time of contributions and distribution. This hypothetical is for illustrative purposes
only. It does not reflect an actual investment in any particular 529 plan or any taxes or penalties payable/due
upon distribution.

25

In the event the donor does not survive the five-year
period, a pro-rated amount will revert to the donor’s
taxable estate. Rules regarding gifts and generationskipping transfer tax may apply in the case of a change
in beneficiary. You should consult with your tax advisor
when considering a change of beneficiary.
16

Account Control

As the account owner, you
will have control over the 529
account and can determine
how the money is invested
and when the money is used.

If your child or grandchild, the “account’s beneficiary,” decides to not use
their attributed funds for qualified education expenses, you, as the account
owner, can change the beneficiary to another eligible “member of the family” (as
defined under the US Internal Revenue Code) with no penalty. The 529 account
can also be left in the first beneficiary’s name, creating an education legacy as
assets are passed down between generations.26
At any time, and for any reason, it’s also possible to take a nonqualified
withdrawal of the account assets. Perhaps a parent loses a job, or unexpected
health expenses mean a grandparent now risks running out of money in
retirement. For nonqualified withdrawals, 529 account earnings would be subject
to federal income tax and may be subject to a 10% federal penalty tax, as well as
state and local income taxes.
Notably, other types of gifts (trusts, family partnerships, UGMA/UTMA accounts,
etc.) are not revocable, making the 529 plan unique in this respect. What’s more,
your 529 contributions are treated as completed gifts from you to the 529 account
beneficiary, thereby removing assets from your taxable estate.27

Rules regarding gifts and generation-skipping transfer tax may apply in the case of a change of beneficiary.
You should consult with a tax advisor when considering a change of beneficiary.
27
In the event the donor does not survive the five-year period, a pro-rated amount will revert to the donor’s
taxable estate. Rules regarding gifts and generation-skipping transfer tax may apply in the case of a change
in beneficiary. You should consult with your tax advisor when considering a change of beneficiary.
26
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Account Control

If savings remain unused in the 529
account, you can change the beneficiary
of the account with no penalty or take a
nonqualified withdrawal of the
account earnings.
There is similar flexibility if the student
receives a scholarship and doesn’t need the
money saved in the 529 account. If the
scholarship covers only tuition, you can use
the 529 account to pay for college
expenses, such as room and board, books
and other required supplies. If additional
funds remain in the 529 account, you can
take a nonqualified withdrawal. Earnings
would be taxable but would not be subject
to the 10% federal penalty tax.

MAIN POINTS
1

The account owner controls
the 529 account

2

Nonqualified withdrawals are possible
(with penalty) at any time

3

The beneficiary can be changed
without penalty

18

Contribution Limits

Unlike retirement savings accounts like the Roth IRA or the Coverdell Education Savings
Account, there are no income limitations for investing in a 529 plan.

≤ $500,000
Generally, only individuals (including the
beneficiary) whose modified adjusted
gross income for the year is less than
$110,000 ($220,000 in the case of a joint
return) can contribute to a Coverdell
Education Savings Account. In contrast,
higher-net-worth investors can receive all
the federal tax benefits of investing in a
529 plan. Also, the higher the ordinary
income tax bracket, the more money
may be saved in taxes on tax-free
qualified withdrawals.28

Up to $500,000 can be invested in a 529
plan account per beneficiary. (Each state
sets its own limits.) In contrast, the federal
government limits contributions to
Coverdell Education Savings Accounts to
just $2,000 a year.

In 2020, 75% of college costs were
covered by savings, income or loans from
parents, relatives, friends or students;
leaving only 25% of college costs to be
covered by scholarships and grants.29

Earnings on nonqualified withdrawals are subject to federal income tax and may be subject to a 10% federal penalty tax, as well as state and local income taxes.
The availability of tax or other benefits may be contingent on meeting other requirements.
29
“How America Pays for College 2020.” Sallie Mae. 2020. https://salliemae.com/assets/research/HAP/HAP20_Infographic.pdf.
28
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Contribution Limits

≤ $15,000
≤ $ 30,000
Note, too, that anyone can contribute up to
$15,000 a year ($30,000 if married) per
beneficiary to a 529 plan account without
triggering a federal gift tax. Moreover, a
special federal gift tax exemption for 529
plans permits contributions of up to $75,000
in one calendar year ($150,000
if married and electing to split gifts) per
beneficiary to be treated as if the
contribution was made over a five-year
period for gift tax purposes.30

30

MAIN POINTS

$ 50
On the other end of the spectrum, for
those who are just beginning to save for
college, the SSGA Upromise 529 Plan has
no enrollment fee, and you can open an
account for as little as $50 a month with
an Automatic Investment Plan or make an
initial contribution of $15. Even saving a
small amount per month can pay off in the
long run with the potential tax-deferred
growth of a 529 plan.

In the event the donor does not survive the five-year period, a prorated amount will revert to the donor’s taxable estate.
Rules regarding gifts and generation-skipping transfer tax may apply in the case of a change in beneficiary.
You should consult with your tax advisor when considering a change of beneficiary.

1

529 plans have no income restrictions
for investing

2

Up to $500,000 can be invested
per beneficiary (max amounts may
vary by plan)

3

Anyone can contribute up to $15,000
a year ($30,000 if married) per
beneficiary without triggering a
federal gift tax

20

Gifting

Parents, grandparents, aunts, uncles and friends can open
a 529 account for a beneficiary.
Some families prefer to open the account
themselves and invite friends and family to
make contributions to it. In fact, Ugift® is an
easy way for friends and family to contribute
to a 529 account, and there is no fee to
contribute using Ugift. Gift contributions can
be made online or by check, so there’s no
extra paperwork.
Anyone can contribute up to $15,000 a year
($30,000 if married) per beneficiary to a 529
account without triggering a federal gift tax.
Moreover, a special federal gift tax
exemption for 529 plans permits
contributions of up to $75,000 in one
calendar year ($150,000 if married and

electing to split gifts) per beneficiary to be
treated as if the contribution were made
over a five-year period for gift tax
purposes.31 That frontloaded contribution
can be repeated every five years.
In particular, grandparents might choose
to fund a 529 plan with an IRA’s Required
Minimum Distributions (RMDs) that they do
not need to meet expenses. In a 529
account, any earnings on those reinvested
assets would grow tax-deferred, whereas
earnings would be taxed should they be
deposited in a certificate of deposit or
brokerage account.

In the event the donor does not survive the five-year period, a prorated amount will revert to the donor’s taxable estate.
Rules regarding gifts and generation-skipping transfer tax may apply in the case of a change in beneficiary.
You should consult with your tax advisor when considering a change of beneficiary.
32
Intuit, “The Gift Tax Made Simple.“ Accessed on Sept. 15, 2020.
turbotax.intuit.com/tax-tips/estates/the-gift-tax-made-simple/L5tGWVC8N.
31

ACCELERATED GIFTING (EXAMPLE)

30,000 x 5
$150,000
$

Joint
gift

Years

Accelerated gift benefit
allowed per beneficiary

Grandparents open a 529 account for each grandchild and
distribute their funds equally throughout ($150,000 in this example).

150,000 x 8
$1,120,000
$

Grandchildren

Removed from the grandparents’ taxable estate, in just one
year with no impact on their federal lifetime gift tax exemption of
$11.4 million,32 all while retaining control of the assets.
21

Gifting

Importantly, while 529 contributions are treated as completed
gifts from a tax perspective, it’s always possible to take a
nonqualified withdrawal of the account assets.
Because the 529 account owner remains in
charge of the account, opening 529 plans
for grandchildren can be a useful way for
grandparents to move money out of their
estate. In fact, a 529 account can be a great
alternative to an irrevocable trust with the
student as the beneficiary. Again, using the
special gift tax exemption by frontloading a
529 account with contributions up to
$75,000 ($150,000 if married and electing
to split gifts) per beneficiary in one calendar
year can reduce your taxable estate quickly
because the money gets out of your estate
faster than if you made contributions
each year.

33

For example, grandparents who open a 529
account for each of their four grandchildren
and contribute $150,00 into each account
immediately reduce their estate by
$600,000 without gift tax implications. And
they can repeat the same contributions
every five years.33
529 plans also typically have low
administrative fees relative to the costs
of establishing and administering a trust.
And if held in the grandparent’s name,
a 529 account does not count as the
student’s asset when applying for federal
financial aid, although distributions taken
from a grandparent’s account are generally
reportable as student income.

In the event the donor does not survive the five-year period, a prorated amount will revert to the donor’s taxable estate. Rules
regarding gifts and generation-skipping transfer tax may apply in the case of a change in beneficiary.
You should consult with your tax advisor when considering a change of beneficiary.

MAIN POINTS
1

Gifting provides the ability to create
an education legacy

2

Anyone can contribute up to $15,000
a year ($30,000 if married)
per beneficiary

3

A frontloading provision permits
five years of contributions in one year
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Financial Aid

Financial aid is a broad term that covers need-based federal
grants, non-need-based merit scholarships, low interest rate
federal loans, need-based grants from colleges and work study.
Some families also take out private loans.
The bottom line is that not all financial aid is
a “gift,” and interest rates on loans can
vary dramatically, based on whether they
are government-subsidized or private. The
Free Application for Federal Student Aid
(FAFSA) determines need-based aid. And
it’s good news that this FAFSA analysis
treats a 529 account for a dependent
student as a parental asset, assessed at a
maximum 5.64% when determining the
Expected Family Contribution (EFC) toward

34

college costs. The same holds true for
young professionals saving for their own
college costs. Assets held in the student’s
name are assessed at 20% when
calculating the EFC.34
Withdrawals from your 529 account do not
add to your family’s income, which would
reduce the next year’s eligibility for
financial aid. Note that withdrawals from a
529 account opened by a grandparent or
another non-parent do, indeed, count as
student income.

Saving for College LLC, “Financial Aid Basics.” Accessed on Sept. 15, 2020.
savingforcollege.com/financial_aid_basics/financial_aid_and_your_savings.php.

For that reason, many families that
receive financial aid choose to reserve
grandparents’ accounts and other accounts
for the final year of college, when they
would not be filing a FAFSA to qualify for
financial aid for the following year.

See the Appendix for more
details on financial aid
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Financial Aid

MAIN POINTS
As a student asset, 20% of the value of an
UGMA/UTMA is factored into the family’s
annual EFC. 529 assets are assessed at
just 5.64% for the EFC. The difference
between 5.64% and 20% often prompts
families to roll over money from a UGMA/
UTMA account or Coverdell Education
Savings Account (both held in students’
names) into a 529 account (to be held in a
parent’s name).

If an UGMA account is worth $10,000,
your family’s EFC increases by $2,000,
meaning if you qualify for federal financial
aid, you receive less in federal grants,
work-study and subsidized loans. If,
however, you move the money into a
529 plan at any time before filing the
FAFSA, the impact on your EFC is just
$564, resulting in a greater potential for
need-based federal financial aid.

1

A 529 account is treated as
parental asset and assessed at
only 5.64% of the Expected
Family Contribution

2

College savings held in a student’s
name are assessed at 20%

3

Withdrawals from a 529 account do
not add to your family’s income (those
from a grandparent’s account count as
student’s income)
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SSGA Upromise 529 College Savings Plan

Comprised of Exchange Traded Funds (ETFs),35 the SSGA Upromise
529 Plan offers a number of saving options — from age-based
portfolios that require little in the way of management to portfolios
investors can customize to suit their unique needs.

To Learn More

7 COLLEGE DATE
PORTFOLIOS

3 RISK-BASED
PORTFOLIOS

15 STATIC
PORTFOLIOS

SAVINGS
PORTFOLIO

Simply select the year you
expect the student (the account
beneficiary) to start college.
These portfolios adjust
automatically from more
aggressive to more conservative
as the student gets closer to
college age (and closer to the
selected college start date).

These portfolios offer built-in
tactical asset allocation and
broad diversification.

Choose from 15 SPDR® ETFs to
create your own personalized
investment mix.

Rely on a Federal Deposit Insurance
Corporation (FDIC)-insured option
(managed by Sallie Mae Bank).

35

800.587.7305
P.O. Box 55578
Boston, MA 02205-5578
ssga.upromise529.com/advisor

1 Aggressive
2 Moderate
3 Conservative

Although they invest in ETFs and/or mutual funds, the SSGA Upromise 529 Plan Portfolios are not ETFs or mutual funds themselves.
As an SSGA Upromise 529 account owner, you will own units of the portfolio, which are municipal fund securities, not shares of the ETFs or mutual funds.
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Appendix

What’s Your Expected Family Contribution (EFC)?
Whether you have not started to save for college yet or are
already on the road to funding college, it’s important to know your
Expected Family Contribution (EFC). Without taking the time to
fill out the Free Application for Federal Student Aid (FAFSA), this
chart can ballpark your EFC.
STEP 1 Locate your income in the AGI column.
STEP 2 Find the column at the top of the table that corresponds
to the number of dependent children you have and follow that
column down to the row that corresponds to your Adjusted
Gross Income (AGI). The intersecting number is your EFC based
only on parental income, not investments, retirement plan assets,
or student income — which could increase your EFC.

For more information:
fafsa.ed.gov
The above chart is for illustrative purposes only.
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Appendix

3 Steps to Getting
Financial Aid

Where you can
find applications

Where you can find
helpful resources

1

Submit
the FAFSA
FAFSA Website
https://fafsa.ed.gov.

2

Find out if other financial
aid forms are required
CSS/Financial Aid
PROFILE Website

https://student.collegeboard.org/
css-financial-aid-profile.

How to Complete the FAFSA
https://bigfuture.collegeboard.org/
pay-for-college/financial-aid-101/
how-to-complete-the-fafsa.

Free Webinar:
Completing the FAFSA

https://bigfuture.collegeboard.org/getstarted/for-parents/webinar-completing
-fafsa-what-you-need-to-know.

3

Search and apply for
private scholarships

Contact specific
organizations directly, or
use a search tool, such as

Scholarship Search

Your college’s financial
aid office or website.

https://bigfuture.collegeboard.org/
scholarship-search.

How to Complete the CSS/
Financial Aid PROFILE

How to Apply for
a Scholarship

https://bigfuture.collegeboard.org/
pay-for-college/financial-aid-101/how-tocomplete-the-css-financial-aid-profile.

Free Webinar:
Completing the PROFILE

https://bigfuture.collegeboard.org/
pay-for-college/grants-andscholarships/how-to-apply-fora-college-scholarship.

https://secure-media.collegeboard.org/
digitalServices/swf/css-profile/
css-financial-aid-profile.html.

To be considered for financial aid — money given or loaned to you to help you pay for college — you have to
apply. Apart from applying to the college itself, the financial aid application process usually has its own forms,
deadlines and requirements — and you don’t wait to be admitted to a college before applying for financial aid.
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Definitions

Qualified Educational Expenses
include amounts paid for tuition, fees
and other related expenses for an
eligible student that are required for
enrollment or attendance at an eligible
educational institution.
Source: irs.gov/pub/irs-pdf/p970.pdf.

Coverdell Education Savings Account is a
tax-deferred trust account created
by the US government to assist
families in funding educational expenses
for beneficiaries 18 years old or younger.
While more than one account can
be set up for a single beneficiary, the total
maximum contribution for any single
beneficiary is $2,000.

Custodial Account is an account created at
a bank, brokerage firm or mutual fund
company that is managed by an adult for
a minor that is under the age of 18 to 21
(depending on state legislation).
Source:
https://bankrate.com/glossary/c/custodial-accounts/

Asset Allocation The implementation of an
investment strategy that seeks to balance
risk versus reward by adjusting the
percentage of each asset class in
an investment portfolio according to the
investor’s risk tolerance, financial goals and
investment horizon.

Required Minimum Distribution (RMD) is
the minimum amount you must withdraw
from your retirement account each year.
You generally have to start taking
withdrawals from an IRA, SEP IRA, SIMPLE
IRA, or retirement plan account when you
reach age 70½.
Source: irs.gov/Retirement-Plans/Retirement-Plans-FAQsregarding-Required-Minimum-Distributions

Source: irs.gov/taxtopics/tc310
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SSGA UPROMISE 529 PLAN
P.O. Box 55578
Boston, MA 02205-5578
800.587.7305
ssga.upromise529.com/advisor
FOR PUBLIC USE.
IMPORTANT RISK INFORMATION
Information State Street Global Advisors and its affiliates have not taken into
consideration the circumstances of any particular investor in producing this material
and are not making an investment recommendation or acting in fiduciary capacity in
connection with the provision of the information contained herein.
Information represented in this piece does not constitute legal, tax or investment advice. Investors
should consult their legal, tax and financial advisors before making any financial decisions.
The statements and opinions expressed are subject to change at any time, based on market and other
conditions. State Street cannot guarantee the accuracy or completeness of any third-party statements
or data.
Investing involves risk including the risk of loss of principal. Investment returns will vary depending
upon the performance of the portfolios you choose. Except to the extent of FDIC insurance
available for the Savings Portfolio, you could lose all or a portion of your money by investing in the
Plan, depending on market conditions. Account owners assume all investment risks as well as
responsibility for any federal and state tax consequences.
ETFs trade like stocks, fluctuate in market value and may trade at prices above or below the ETFs’ net
asset value. Brokerage commissions and ETF expenses will reduce returns.
Frequent trading of ETFs could significantly increase commissions and other costs such that they may
offset any savings from low fees or costs.
Diversification does not ensure a profit or guarantee against loss.
The SSGA Upromise 529 Plan (the “Plan”) is administered by the Board of Trustees of the College
Savings Plans of Nevada (the “Board”), chaired by Nevada State Treasurer. State Street Global
Advisors (SSGA) serves as Investment Manager for the Plan except for the Savings Portfolio, which is
managed by Sallie Mae Bank, and also provides or arranges for certain marketing services for the
© 2020 State Street Corporation. All Rights Reserved.

ID337450-2053713.4.1.AM.RTL

Plan. The Plan’s Portfolios are either (i) powered by SPDR® ETFs — meaning the underlying funds
offered for investment options are Exchange-traded funds (“ETFs”), and where applicable, mutual
funds offered or managed by SSGA Funds Management, Inc.; or (ii) a Federal Deposit Insurance
Corporation (FDIC) insured omnibus savings account held in trust by the Board at Sallie Mae Bank.
Except for the Savings Portfolio, investments in the Plan are not insured by the FDIC. Units of the
portfolios are municipal securities and the value of units will vary with market conditions.
Standard & Poor’s®, S&P® and SPDR® are registered trademarks of Standard & Poor’s Financial
Services LLLC, a division of S&P Global (“S&P”); Dow Jones is a registered trademark of Dow Jones
Trademark Holdings LLC (Dow Jones); and these trademarks have been licensed for use by S&P Dow
Jones Indices LLC (SPDJI) and sublicensed for certain purposes by State Street Corporation. State
Street Corporation’s financial products are not sponsored, endorsed, sold or promoted by SPDJI, Dow
Jones, S&P, their respective affiliates and third-party licensors and none of such parties make any
representation regarding the advisability of investing in such product(s) nor do they have any liability in
relation thereto, including for any errors, omissions or interruptions of any index.

For more information about the SSGA Upromise 529 Plan (“the Plan”) download
the Plan Description and Participation Agreement or request one by calling
1-800-587-7305. Investment objectives, risks, charges, expenses and other
important information are included in the Plan Description; read and consider it
carefully before investing.
Before you invest, consider whether your or the beneficiary’s home state offers
any state tax or other state benefits such as financial aid, scholarship funds, and
protection from creditors that are only available for investments in that state’s
qualified tuition program. Investors should consult their legal, tax and financial
advisors before making any financial decisions.
Exp. Date: 11/30/2021
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