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IRC Section 529 Qualified Tuition
Programs

IRC section 529 provides that qualified program established and maintained by a
State or eligible educational institution to fund qualified education expenses shall be
exempt from tax.

Qualified education expenses include:

« Tuition, fees, books, supplies, equipment and room and board (if at least half-time)
at an eligible college or university

 Tuition for elementary or secondary public, private or religious school up to $10,000

« EXpenses for fees, books, supplies and equipment for qualified apprenticeship
program

« Payments of principal or interests on a qualified education loan of the designated
beneficiary or a sibling up to $10,000
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Cost of Education

Institution 2021-22

Average Annual Budget
for Full-Time Student

Private Nonprofit Four- $54,800
Year (1)
Public Four-Year Out-of- $44,150
State (1)
Public Four-Year In- $27,330
State (1)
Private High School $16,040

(Tuition Only) (2)

1. https://research.collegeboard.org/media/pdf/trends-college-pricing-student-aid-2021.pdf
2. https://educationdata.org/average-cost-of-private-school
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Example: No Educational Savings

Path to a 4 Year College Degree

Date of Birth: January 1, 2022
Age to Begin College: 18

Current Annual College Cost: $50,000
College Inflation Rate: 5%

See Appendix |
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Example: Taxable Account

Path to a 4 Year College Degree

Cre-o0

$ 96,210

Date of Birth: January 1, 2022
Age to Begin College: 18

Initial Contribution: $160,000
Average Annual Return: 6.48%

Tax Rate: 20%

Total Savings: $397,388

See Appendix Il
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Example: 529 Plan

Path to a 4 Year College Degree

e o0

Date of Birth: January 1, 2022
Age to Begin College: 18

Initial Contribution: $160,000
Average Annual Return: 6.48%

Tax Rate: 0%

Total Savings: $495,387

See Appendix Il
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529 PLANS FOR ESTATE PLANNING

529 Plan Relationship

Contributor

* Makes cash gift

* Can be multiple people

* Does not need to be
account owner

State Sponsor
Account Custodian
Investment Option Providers

Account Owner

Designates beneficiary
Makes investment
choices

Makes distributions

529 Plan
Account

Fiduciary Trust
International

Beneficiary

Has qualified expenses
paid

Must be an individual
Can be changed to
another family member
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Selecting a 529 Plan

Qualified _
tuition Determine Review Open
: costs and account
program or if state tax : - t i
savings deduction A IEL and name
options parties

plan
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529 Plan Account Set-up and
Administration

Contributions Investments

Must be in cash * Options defined by plan
Can be made by different people  Many offer target date funds
Limits apply after meeting threshold « Conversative to aggressive options

Distributions

Distributions for qualified expenses can be made (1) direct to institution, (2) by check to both the
designated beneficiary and institution, or (3) to beneficiary in reimbursement after substantiation
or in advance with certification of application and substantiation within 30 days
Distributions not for qualified expenses subject to income tax and 10% penalty
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Tax Matters

Income Tax

Federal Estate Tax

Federal Gift Tax

Federal Generation-Skipping Transfer
Tax

Fiduciary Trust

International

Contributions not deductible for federal
Contributions may be deductible for state
Earnings are exempt unless withdrawn for
nonqualifying expenses

Additional 10% penalty

Distributions reported on Form 1099Q
Change of beneficiary is not an income tax
event

Not included in account owner’s estate
Included in designated beneficiary’s estate

Contributions are completed gift

Qualifies for annual exclusion of $16,000

Ability to accelerate 5 years of annual exclusion
Gift splitting is permitted

No gift on change of beneficiary if family member
at same generation

Contributions are subject to GST tax if beneficiary is

a skip person
Qualified for GST tax annual exclusion

Fiduciary Trust International

9



ftl Fiduciary Trust
International

Trust Provisions

« Every trust should contain provisions that allow for the purchase or ownership
of 529 Plans
* The trustee may become a successor owner or may purchase a plan as
an investment vehicle
» Especially if the trust is created for educational purposes
» The following provisions should be included:
« Authorization for a trustee to purchase a 529 Plan
« Authorization to designate a beneficiary
» Authorization to hold a 529 Plan as a successor owner
» Authorization to roll over the plan for successor generations
« Authorization to change designated beneficiaries
« Authorization to manage the investments in the plan
» Authorization to make both qualified and non-qualified distributions
« Exoneration from liability for selecting one designated beneficiary in favor
of another
» Authority to make distributions among a class of beneficiaries to allow the
Trustee to select a lower generation designated beneficiary for the 529
Plan from among the class

Fiduciary Trust International 10
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Trust Planning Issues

» Allocation of GST exemption to the trust

 If the designated beneficiary is treated as making a gift to a lower
generation designated beneficiary, the transferor for GST purposes will
have changed and a new allocation will be necessary; however, if the
new allocation is not made, GST can be avoided by naming designated
beneficiaries who are no more than one generation below the prior
designated beneficiary

Fiduciary Trust International 11
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Impact on Financial Aid

« 529 plan account owned by parent or student is considered

« Treated as parent asset (5.64% counted)
 Distributions do not impact aid

« 529 plan account owned by grandparent or other relative generally not considered

 Distributions treated as student income (50% counted)
* Income will impact aid

Fiduciary Trust International 12
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Alternatives to 529 Plans

« Direct tuition payments are gift-tax free

« |RA withdrawals for educational expenses are subject to income tax but not penalty
« Coverdell Education Savings Accounts

« UTMA accounts

 Crummey Trusts

« 2503(c) Minor Trusts

Fiduciary Trust International 13
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Planning Options

* Incentivized educational savings
« Tax-free family education-dedicated account
« Trust as account owner for multi-generational governance and flexibility
» Accelerated gifting
« Pay-it-forward strategy for non-immediate family and friends
* Rollover into Roth IRA
* Bequest alternative to smaller trust

« Bad birthday/holiday gift alternative for relatives

Fiduciary Trust International 14
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Potential Abuse

« Using as retirement plan alternative or supplement

» Creating 529 plan accounts for multiple beneficiaries and
consolidating

« Creating 529 plan account for yourself and gift to other generations

Fiduciary Trust International 15
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Additional Resources

www.collegesavings.org

www.savingforcollege.com

www.collegeboard.org

www.tuitionfit.org

Fiduciary Trust International 16
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1. Not all investments are suitable for all clients. Please consult with your financial, legal and/or tax advisor before investing. This information has been prepared solely for
informational purposes in connection with a “one-on-one presentation” in order to assist you in the review of your investment alternatives and is not for public distribution. This
information is as the date indicated, and is not to be construed as investment advice or an offer for a particular security.

Our investment strategies and the resulting portfolio holdings may change depending on factors such as market and economic conditions. This information is not a complete
analysis of every aspect of any market, country, industry, security or portfolio. Statements of fact are from sources considered to be reliable, but no representation or warranty is
made as to their completeness or accuracy.

2. Any reviews, analyses, preliminary findings and proposed strategies set forth in this presentation are based on information that you have provided to us, which we have assumed
is accurate and complete, without any independent verification, and certain other assumptions, as indicated.
This presentation has been prepared for illustrative and discussion purposes only. Actual findings and recommendations may vary significantly based on the verification of the
information set forth herein and any additional information that may be provided. There is no assurance that any intended results and/or hypothetical projections will be achieved.
Past performance does not guarantee future results and results may differ over future time periods.

3. When selecting mutual funds as a suitable investment for your account pursuant to its discretionary investment authority, Fiduciary Trust International (“Fiduciary Trust”) may
select and invest in funds under the management of affiliated investment advisers (“Affiliated Mutual Funds”), after comparing any such fund to an unrelated peer group.
Fiduciary Trust and its affiliates will receive, and may share, compensation for investment management services from each Affiliated Mutual Fund in which the account invests.
These arrangements are described in the prospectus for each such Affiliated Mutual Fund. There are neither sales commissions nor “load” charges on either the purchase or sale
of shares of Affiliated Mutual Funds, nor any redemption fee upon the sale of shares of such Affiliated Mutual Funds. Neither Fiduciary Trust, nor any affiliate, receives any Rule
12b-1 distribution or shareholder servicing fees from any affiliate attributable to investing in any of the Affiliated Mutual Funds. To avoid duplication of fees, Fiduciary Trust
excludes the value of your holdings in any such Affiliated Mutual Fund in which you invest from the fee calculation on your account.

4. All investments involve risks, including possible loss of principal. The market values of securities owned by the Fund will go up or down, sometimes rapidly or unpredictably. The
Fund's performance depends on the manager's skill in selecting, overseeing, and allocating Fund assets to the sub-advisors. The Fund is actively managed and could experience
losses if the investment manager's and sub-advisors' judgment about particular investments made for the Fund's portfolio prove to be incorrect. Some sub-advisors may have little
or no experience managing the assets of a registered investment company. Foreign investments are subject to greater investment risk such as political, economic, credit and
information risks as well as risk of currency fluctuations. Investments in derivatives involve costs and create economic leverage, which may result in significant volatility and cause
the Fund to participate in losses (as well as gains) that significantly exceed the Fund's initial investment. Lower-rated or high yield debt securities involve greater credit risk,
including the possibility of default or bankruptcy. Currency management strategies could result in losses to the Fund if currencies do not perform as the investment manager or
sub-advisor expects. The Fund may make short sales of securities, which involves the risk that losses may exceed the original amount invested. Merger arbitrage investments risk
loss if a proposed reorganization in which the fund invests is renegotiated or terminated. Liquidity risk exists when securities have become more difficult to sell, or are unable to be
sold, at the price at which they have been valued. Please see the prospectus and summary prospectus for information on these as well as other risk considerations.

5. This presentation must be preceded or accompanied by a summary prospectus and/or prospectus for each Fund. Please carefully review each prospectus. Investors should
carefully consider a Fund's investment goals, risks, charges and expenses before investing.

Extent of FDIC Insurance: Securities, mutual funds and other non-deposit investments in your account are subject to investment risk, including possible loss of
principal amounts invested, are not deposits or other obligations of, or guaranteed by, Fiduciary Trust, and are not insured by the Federal Deposit Insurance
Corporation (“FDIC”) or any other government agency. Cash balances in your Account may be placed on deposit at one or more FDIC-insured banks, including UMB
Bank, NA and possibly other Depositories, and, if so, are insured to the maximum extent permitted under the FDIC’s general deposit insurance rules in accordance with
the Federal Deposit Insurance Act (further details can be found at www.fdic.gov/deposit/).
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College Investments and Expenses - Child 1

Year

2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043

Beginning Value

529 Plan

30
30
30
30
30
30
30
0
30
30
10
30
10
30
30
10
30
$0
30
30
30
30

Taxable

50
50
10
50
50
30
50
10
30
10
10
30
10
50
50
50
50
50
50
30
50
30

Savings

30
10
10
10
10
30
10
10
30
10
10
30
10
10
30
10
10
30
10
30
10
30

College Cost

$0
$0
$0
$0
$0
50
$0
$0
50
$0
$0
$0
$0
$0
$0
50
$0
$0
$120,331
$126,348
$132,665
$139,298

Grants/
Scholarships

$0
$0
$0
$0
$0
$0
$0
$0
$0
50
50
$0
50
50
$0
50
50
$0
50
$0
$0
$0

Student Pays

10
10
10
10
10
50
10
10
50
10
10
50
10
10
10
10
10
50
10
30
10
30

You Want to
Pay

$0
$0
$0
$0
$0
0
$0
$0
0
30
0
0
0
0
$0
0
0
$0
$120,331
$126,348
$132,665
$139,298

Shortfall

$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$120,331
$126,348
$132,665
$139,298

Ending Value

529 Plan

50
50
10
50
50
30
50
10
30
10
10
30
10
50
50
50
50
50
50
30
50
30
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Taxable

30
10
10
10
10
30
10
10
30
10
10
30
10
10
30
10
10
30
10
30
10
30
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Appendix Il: Taxable Account
College Investments and Expenses - Child 1
Beginning Value Ending Value

Year 529 Plan Taxable Savings  College Cost Sc:;::ips StudentPays oV ?a:"“" Shortfall 529 Plan Taxable

2022 $0  $160,000 50 $0 30 50 50 %0 50 $168,294
2023 50 $168,294 50 $0 30 50 50 %0 50 $177,019
2024 50 $177,019 50 $0 30 50 50 %0 50 $186,195
2025 50 $186,195 50 $0 30 50 50 %0 S0 $195,848
2026 50 $195,848 50 $0 10 50 $0 %0 S0 $206,001
2027 $0  $206,001 $0 $0 $0 50 50 %0 50 $216,680
2028 50 $216,680 50 $0 50 50 $0 $0 $0 $227,912
2029 $0  $227,912 $0 $0 $0 50 $0 %0 $0 $239,727
2030 $0  $239,727 50 $0 50 50 $0 $0 50 $252,155
2031 $0  $252,155 50 $0 30 50 50 %0 50 $265,226
2032 50 $265.226 50 $0 50 50 $0 $0 50 $278,976
2033 $0  $278,976 50 $0 30 50 50 %0 50 $293,438
2034 $0  $293,438 50 $0 30 50 50 %0 50 $308,650
2035 50 $308,650 50 $0 30 50 50 %0 50 $324,650
2036 50 $324,650 50 $0 $0 50 $0 %0 50 $341,430
2037 $0  $341,480 $0 $0 $0 50 50 %0 50 $359,182
2038 50 $359,182 50 $0 $0 50 $0 %0 S0 $377,802
2039 $0  $377,802 50 $0 $0 50 50 $0 $0  $397,388
2040 $0  $397,388 $0 $120,331 50 50 $120331 $0 $0 $291,419
2041 $0  $291,419 $0  $126,348 $0 50 $126,348 $0 50 $173,629
2042 $0  $173,629 50 $132,665 50 50 $132,665 $0 50 $43,088
2043 $0 $43,088 50 $139,298 30 50 $139,298 $96,210 30 50

Fiduciary Trust International

19



529 PLANS FOR ESTATE PLANNING

Fiduciary Trust

International
.
Appendix Illl: 529 Plan
College Investments and Expenses - Child 1
Beginning Value Ending Value

Year 529 Plan Taxable Savings  College Cost s::;;r:ips StudentPays "oV 1';::"‘ © shortfall 529 Plan Taxable

2022 $160,000 50 50 $0 50 50 50 %0 $170,368 50
2023 $170,368 50 50 $0 30 50 50 %0 $181,408 50
2024 $181,408 50 50 $0 $0 50 50 50 $193,163 50
2025 $193,163 50 50 $0 $0 50 50 %0 $205,680 50
2026 $205,680 50 50 $0 $0 50 $0 %0 $219,008 $0
2027 $219,008 50 50 $0 $0 50 $0 %0 $233,200 50
2028 $233,200 50 50 $0 50 50 50 50 $248311 50
2029 $248,311 50 50 $0 30 50 50 50 $264,402 50
2030 $264,402 50 50 $0 $0 50 50 %0 $281,535 50
2031 $281,535 50 50 $0 $0 50 50 %0 $299,778 $0
2032 $299,778 50 50 $0 $0 50 $0 50 $319,204 $0
2033 $319,204 50 50 $0 $0 50 $0 %0 $339,889 50
2034 $339,889 50 50 $0 50 50 50 %0 $361,913 50
2035 $361,913 50 50 $0 30 50 50 %0 $385,365 50
2036 $385,365 50 50 $0 $0 50 50 50 $410,337 50
2037 $410,337 50 50 $0 $0 50 50 %0 $436,927 $0
2038 $436,927 50 50 $0 50 50 50 50 $465,240 50
2039 $465,240 50 50 $0 $0 50 $0 %0 $495387 50
2040 $495,387 50 $0  $120,331 50 50 $120,331 %0 $399,360 50
2041 $399,360 50 50 $126,348 30 50 $126,348 %0 $290,704 50
2042 $290,704 50 50 $132,665 $0 50 $132,665 50 $168,280 50
2043 $168,280 50 $0  $139,298 $0 50 $139,298 $0 $30,859 $0

Fiduciary Trust International
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