College Funding Strategies
Take Our Compatibility Survey

Saving for college can be daunting. Many parents are saving for their children’s education, but
don’t know how prepared they will be for college costs in the future. Parents face the question of
how much to save and which funding vehicles to use. Those with young children have
uncertainty regarding what the future will look like and if their kids will attend university. We
recommend reviewing college savings within the context of your financial plan, modeling out
projected funding levels against education costs, and saving for a specific target.

How Much Will Education Cost?

What are the current costs for higher education? See charts below for current costs for public
and private schools, as well as recent inflation rates.

Public 4-Year Institutions Private 4-Year Institutions

Academic Year Tuition & Costs Increase Tuition & Costs Increase
2018-2019 $21,400 3% $48,290 3%
2019-2020 $21,950 3% $49,870 3%
2020-2021 $22,290 2% $50,580 1%
2021-2022 $22,700 2% $51,690 2%
2022-2023 $23,250 2% $52,430 1%

Source: College Board Trends in Pricing 2022

When reviewing costs, consider potential financial aid available through the Free Application for
Federal Student Aid (FAFSA). Many students qualify for some kind of financial aid even if their
families earn a high income, as the FAFSA calculation considers the size of your family, other
family members in school, and the cost of attendance. In 2021-2022, undergraduate students
received an average of $15,330 in financial aid, with $10,590 coming from grants, $2,780 in
federal loans, $870 in education tax credits and deductions, and $90 in Federal Work-Study. [1]
Encourage your child to apply for merit-based aid that is offered by the university.


https://evergreengavekal.com/compatibility-survey/
https://research.collegeboard.org/trends/college-pricing

Which Funding Vehicles to Use?

There are a variety of accounts you can utilize to save for college, and each has their pros and
cons relating to tax benefits and access to funds. 529s are the most tax-favorable accounts, as
they function like Roth IRAs for education, that is they are funded with after-tax dollars, they
grow tax-deferred, and qualified distributions are tax-free. However, there are limitations with
these funds, and many parents have concerns about how to use these funds if their child does
not go to college. Many opt for a diversified type of approach, utilizing 529s as well as taxable
accounts or custodial accounts that can be used for college expenses or can give more flexibility
to the child to pay for a first home or start a business. No matter which account type you select,
start saving as early and as often as possible. We recommend automating your savings on an
ongoing basis, which can help reduce market timing risk.

The chart below details the most common college savings accounts.

developed by the program

Custodian Account
Feature 529 Plan Brokerage Acc
UGMA/UTMA
. Established by the program - several No Limit P
Maximum Investment in excess of $250,000 per beneficiary o Limi NO Limit
Internal Investments Menu of investment strategies As State Law Permits Available by custc

Qualified Expenses

Tuition, fees, books, supplies &
equipment at an eligible K-12 school of up
to 510,000 limit per beneficiary per year.

No Restrictions

No Restriction

Non-Qualifying
Expenses

Withdrawn earnings are subject to
federal income tax and 10% penalty

Funds must be used for the
benefit of the minor

No Restriction

Current Taxations
on Earnings

Earnings are tax deferred until
withdrawn. Withdrawn earnings are
tax-free if used for qualified expenses.

Kiddie tax applies to children under age
19 (under 24 if full-time student).

Taxed at owner's

e

Federal Gift
Tax Treatment

Contributions treated as Completed
gifts - apply $17,000 annual exclusion,
or up to 585,000 with 5 year election.

Transfers treated as completed gifts -
apply 517,000 annual gift exclusion

None: direct payme
tuition not considere

Ability to Change Yes: only to another member of No: represents an :
Beneficiary the beneficiary's family Irrevocable gift to the child ot Applicabl
Income Restrictions S None None

Source: eMoney Advisor

Leftover 5297

If you have additional funds left over after paying for college, you can change the beneficiary to
another family member such as a sibling or a cousin. 529 plans can be passed on to the next

generation and be a legacy planning tool, but gift taxes occur so review this strategy with a CPA.

The SECURE Act 2.0 created the ability to rollover a lifetime maximum of $35,000 from a 529 to
a Roth IRA for the named beneficiary, starting in 2024. [2] The 529 accounts must be opened for


https://www.congress.gov/bill/117th-congress/house-bill/2954/text

15 years, and the rollover occurs using the 529 to fund annual Roth IRA contributions (currently
$6,500/year per person, or $7,500 for those 50+). Still, this creates an opportunity to start
retirement savings as soon as the beneficiary has earned income.

Education strategies vary significantly based on individual circumstances. We recommend
reviewing within your financial plan to figure out how to optimize your savings strategy and
determine if you are on track to fund your loved one’s education. If you are interested in learning
more about how Evergreen helps with education planning, click here to take our client
compatibility survey and speak with an advisor.

Explore Our Private Wealth Page

[1 https://research.collegeboard.org/trends/college-pricing

[2] https://www.congress.gov/bill/117th-congress/house-bill/2954/text
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DISCLOSURE: This material has been prepared or is distributed solely for informational
purposes only and is not a solicitation or an offer to buy any security or instrument or to
participate in any trading strategy. Any opinions, recommendations, and assumptions included
in this presentation are based upon current market conditions, reflect our judgment as of the
date of this presentation, and are subject to change. Past performance is no guarantee of future
results. All investments involve risk including the loss of principal. All material presented is
compiled from sources believed to be reliable, but accuracy cannot be guaranteed and
Evergreen makes no representation as to its accuracy or completeness. Securities highlighted
or discussed in this communication are mentioned for illustrative purposes only and are not a
recommendation for these securities. Evergreen actively manages client portfolios and
securities discussed in this communication may or may not be held in such portfolios at any
given time.
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