CoLLEGE FUNDING OPTIONS
Several ways to save for tuition and/or expenses.

provided by Guy Clairmont Financial
How do families meet college costs today? They save early and often. You should too. Here are some college savings vehicles to consider.

529 plans. These state-sponsored college savings plans let you put away up to $12,000 per year for your child’s college costs without having to file an IRS gift tax return. (The plans in some states have no contribution limits – and you don’t have to live in those states to invest in those plans.) You can even “frontload” a 529 plan and put in $60,000 to start ($120,000 for a married couple) without triggering the gift tax. The money you invest grows tax-deferred, and withdrawals are tax-free as long as the money is used for college expenses. If your child doesn’t want to go to college, you can change the beneficiary if the account is in your name.1,2
Coverdell ESAs. Single filers with modified adjusted gross income (MAGI) of less than $95,000 and joint filers with MAGI of less than $190,000 can pour up to $2,000 annually into these tax-advantaged accounts. The money saved and invested can be used for college or K-12 education expenses. Contributions aren’t tax-deductible, but the account enjoys tax-deferred growth and withdrawals are usually tax-free. Contributions may be made until the account beneficiary turns 18. The money must be withdrawn when the beneficiary turns 30. After 2010, there is a chance that the annual contribution limit on a Coverdell ESA may drop to $500.2,3,4
UGMAs & UTMAs. These all-purpose savings and investment accounts are often used to save for college. When you put money in the account, you are making an irrevocable gift to your child. You manage the account assets. When your child turns 18 - or 21 in some states - he or she can use the money to pay for college. There are two caveats: 1) your child can actually use the money for anything, 2) the money withdrawn from the account is considered income and might lessen your child’s chances to qualify for financial aid.5 

Cash value life insurance. If you have a cash value life insurance policy, you can borrow from, withdraw against, or even cash out the policy to meet college costs. You can make tax-free withdrawals from such a policy as long as you don't exceed the cost or “basis,” or the total amount of premiums paid.6
Parents and grandparents can save at the same time. Grandparents can start a 529 plan - or other college savings vehicle - just as parents can. The earlier, the better. Talk to a financial representative today about these savings methods. It will be great for you and your child if he or she graduates from college debt-free.  

Guy Clairmont is a Representative with SII Investments and may be reached at guyclairmontfinancial.com, 218-326-3000 or clairmog@siionline.com.

These are the views of Peter Montoya Inc., not the named Representative nor Broker/Dealer, and should not be construed as investment advice. Neither the named Representative nor Broker/Dealer gives tax or legal advice. All information is believed to be from reliable sources; however, we make no representation as to its completeness or accuracy. The publisher is not engaged in rendering legal, accounting or other professional services. If other expert assistance is needed, the reader is advised to engage the services of a competent professional. Please consult your Financial Advisor for further information.
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