
College Tuition Soars

So What’s New?

As of July 2002 and since 1991, public university tuition in Pennsylvania has risen anywhere from 50% at Temple University to a high of 63% at The Pennsylvania State University.  College tuitions and related costs are spiraling upward at rate increases that make the cost of living increases pale in every state in the U.S.  What are a parent or student to do?

Get Involved in a Qualified Tuition Plan

A “Qualified Tuition Plan” allows a person to either prepay a student’s tuition or contribute to a savings account established to pay the student’s qualified higher education expenses.  Both prepaid tuition plans and savings account plans may be established by the various states.

Comparison of IRC Section 529 and

Uniform Gifts to Minors Act/Uniform Transfers to Minors Act

	Section 529 Plans
	UGMA and UTMA Accounts

	Possible federal gift tax exclusion available
	No federal tax deduction for contributions

	Account owner retains control of account until it is used or terminated
	The monies are owned by the Beneficiary who gains control of the account when they reach the age of majority

	The account owner may change the Beneficiary at any time
	The funds belong to the Beneficiary for whom the account was established and may never be changed

	Treated as a parental asset (on average at about 5.6% of the value) when calculating financial aid needs
	Accounts established on behalf of a minor are owned by that minor and the funds are treated as the child’s asset and assessed at a higher rate when determining the expected family contribution for federal financial aid purposes

	If the beneficiary dies, the Account Owner may transfer the account to another eligible beneficiary, or the account may be terminated and a refund granted to the Account Owner
	If the beneficiary dies, the funds in the account become part of the beneficiary’s taxable estate

	The Account Owner may terminate the account at any time and retain control of the funds
	The Account owner is governed by the rules governing custodial plans, thereby superceding the rules of any other plans

	Gift Tax Rules Apply (5 year averaging for contributions over the annual Gift Tax limit of $11,000 per donor in 2002)
	Gift Tax Rules Apply on an annual basis only

	Limited investment direction
	Total investment direction


Make Certain the Account Owner Has Adequate Insurance to Continue to Fund the Education Plan Regardless of the Circumstances

During the past 25 years, we have provided insurance aggregating $42.6 billion to our brokers and their policyholders.  The knowledge we possess has allowed everyone involved to effect insurance programs that satisfied all the policyholder’s needs including the unforeseen. (Pre-Mature Death or Disability)
If You Have Clients Who Own 529 Plans and Believe That Their Children’s Financial Education Needs Are Covered, But You Know There Might Be Unforeseen Problems, Please Contact Us and We’ll Provide You With a Free Kit Full of Sales Ideas.
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