College Planning

Your College Savings Options

Today’s Agenda
1. The cost of college today
2. Ways to save for college:
• 529 college savings plans
• Other college savings vehicles
• Things to consider when planning for college

3. Next steps: How Fidelity can help
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Rising Cost of College

Sector
Public
Two Year
in State
Public
Four Year
in State
Public
Four Year
Out of
State
Private
Nonprofit
Four Year

Tuition and Fees
2016-2017

2017-2018

$3,470

$3,570

Room and Board

$ Change % Change

2016–2017 2017-2018
$ Change % Change
Total Charges
2016-2017

$9,670

$9,970

$100

$300

2.9%

3.1%

$25,620

$800

3.2%

$8,400

$11,640

$11,970

$10,480 $10,800

$34,740

$1,220

3.6%

$16,000

-

-

-

$36,420

$11,850 $12,210
$45,370

For Profit

$20,770

$10,480 $10,800
$35,300

$33,520

2017-2018

$8,170

$20,150
$24,820

Total Charges

—
—

$46,950
—
—

$ Change

$230
$330
$320
$620
$320
$1,120
$360
$1,580
—

2017-2018

$ Change

% Change

$11,640

$11,970

$330

2.8%

$20,150

$20,770

$620

3.1%

$35,300

$36,420

$1,120

3.2%

$45,370

$46,950

$1,580

3.5%

—

—

—

—

% Change

2.8%
2.8%
3.1%
3.1%
3.1%
3.2%
3.0%
3.5%
—

—

2016-2017

—

Sample information is for illustrative purposes only.

Sample too small to provide meaningful information.
Source: The College Board, Trends in College Pricing 2017, Table 1:Average Tuition and Fees and Room and Board in Current Dollars, 2016-2017 and
2017-2018
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The Cost of College

Average Published Charges for Full-Time Undergraduates
by Sector, 2017-2018 (Enrollment Weighted)

How You’ll Likely Pay for College

2. Savings
3. Personal Loans
4. Financial Aid
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Understanding Savings Challenges

1. Income

Expected Family Contribution (EFC)*
$

+$

+$

+$

= $

Parent income

Parent assets

Student income

Student assets

0% to 47%
of available
income
(after taxes and
allowances)

0% to 5.6%
of nonretirement
assets

50% over $6,570*

20% of all
assets

• 529 college
savings plans
• Prepaid tuition
plans
• Brokerage and/or
mutual funds
• Coverdell ESAs
• Other savings

• UGMA/UTMA
accounts
• Other savings

FAFSA looks at income information from two years prior.

Grandparent Owned 529: Asset value not reported.
Distributions/support added to base-year income. Consider holding
off on distributions until after final base year.
*Source for all figures unless otherwise noted: https://ifap.ed.gov/efcformulaguide/attachments/071017EFCFormulaGuide1819.pdf
The EFC formula above is used for the Federal Methodology.
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EFC

Expected Family Contribution (EFC) Example*
+ $ 7,000

Parent income

Parent assets

$75,000

$200,000

0% to 47% of
adjusted gross
income

0% to 5.6% of
nonretirement
assets

+ $ 65

• 529 College
Savings Plans
• Prepaid Tuition
Plans
• Brokerage and/or
mutual funds
• Coverdell ESAs
• Other savings

Student income

$6,700
50% over $6,570**

+ $

4,000

= $

Student assets

$20,000
20% of all
assets
• UGMA/UTMA
accounts
• Other savings

*Source for all figures unless otherwise noted: http://www.savingforcollege.com/financial_aid_basics/financial_aid_and_your_savings.php
**Source: http://ifap.ed.gov/efcformulaguide/attachments/071416EFCFormulaGuide1718.pdf
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The EFC formula above is used for the Federal Methodology.

37,315
EFC

Understanding Savings Challenges

$ 26,250

College Savings Plan Comparisons
Fidelity Custodial Account
UGMA/UTMA

Earnings Grow
Tax Deferred

➼

Part of investment earnings may be
exempt from federal income taxes.

➼

Ability to Change
Beneficiaries

➼

Not permitted. Contributions
are irrevocable gifts to the minor.

➼

N/A

Account Holder
Maintains Control Over
Distribution of Assets

➼

Distributions must be used for the
benefit of the minor.

➼

➼

No Income
Restrictions

➼

➼

➼

Effectively limited by termination of
custodianship as assets must be
transferred to beneficiary at that
time (usually age 18 or 21).

No Age Limit for
Contributions

1

Ability to Accelerate
Gifting $75K/$150K

➼

Impact of Assets
on Financial Aid

Low

2

Coverdell Education
Savings Account

To the extent gains are unrealized,
they effectively provide the benefit of
tax deferral.

➼
Beneficiary must be under age 18.
No age limit for special needs
beneficiary.

Each donor can currently contribute
$2,000 limit per designated
up to $15,000/year without federal
beneficiary.
gift-tax impact.
High

Taxable Account

Low

1 See

➼
No limit on contributions.
Low if considered
assets of the parent

Fact Kit for details on changing beneficiaries. Participants can transfer account to benefit an eligible member of the original beneficiary’s family, tax free and penalty free.
order for an accelerated transfer to a 529 plan (for a given beneficiary) of $75,000 (or $150,000 combined for spouses who gift-split) to result in no federal transfer tax and
no use of any portion of the applicable federal transfer tax exemption and/or credit amounts, no further annual exclusion gifts and/or generation-skipping transfers to the same
beneficiary may be made over the five-year period, and the transfer must be reported as a series of five equal annual transfers on Form 709, United States Gift (and
Generation-Skipping Transfer) Tax Return. If the donor dies within the five-year period, a portion of the transferred amount will be included in the donor’s estate for
estate-tax purposes.
2 In

Visit www.Fidelity.com/college to compare options.
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Ways to Save for College

529 Plan

How to Choose a 529 College Savings Plan
529 plan uniform features

•
•
•
•
•
•
•
•

Federal income tax free qualified
withdrawals
Use at any eligible college, university
or trade school nationwide and at
eligible foreign institutions
Use for a range of qualified college
expenses
K-12 tuition related expenses*
Participant, not beneficiary, maintains
control over account assets**
Federal financial aid treatment
No income limitations
Potential gift- and estate-tax benefits

529 plan variable features

• State tax benefits
• Maximum and minimum
•
•
•
•
•
•

contributions
Fees and expenses
Investment options
Plan performance
Investment management provider
Investment guidance
Rewards programs

*529 plans may be used for up to $10,000 per beneficiary during a calendar year for K-12 tuition related expenses at public, private and religious elementary and
secondary schools
**The IRS does not allow a participant to have direct or indirect control over the investments in a 529 plan.
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The Potential Value of Tax-Deferred Growth

Hypothetical Example
When saving for college,
consider the tax advantages
of investments that offer taxdeferred growth of earnings
(such as a 529 plan account).
Tax-deferred products may
offer a greater opportunity to
build on any growth of previous
years’ earnings.

$87,878
$67,775

$26,000
Initial
Investment

Taxable Account

Tax-Deferred (529 Plan) Account

If you or the designated beneficiary is not a resident of the state sponsoring the 529 plan, you may want to consider, before investing, whether your state or the
designated beneficiary’s home state offers its residents a plan with alternate state tax advantages or other benefits.
This hypothetical example compares tax-deferred 529 plan account and taxable account investing and the after-tax amounts potentially available from each at the end of the
assumed time period. Assumptions are: (1) an initial after-tax investment of $26,000 for 18 years; (2) monthly compounding of a 7% annual rate of return; (3) an imputed constant
annual marginal federal income tax rate of 25% on taxable account earnings; (4) distributions from the 529 account are used to cover qualified higher education expenses and
therefore not subject to federal income taxation; and (5) no state or local taxes, inflation, or account fees or expenses were considered. If they were, returns would be lower.
Investors may realize capital gains or capital losses in any year that they sell fund shares within a taxable account, although this example does not take into account capital loss carry
forwards or other tax strategies used to reduce taxes that could be incurred in a taxable account. Lower capital gains or dividend tax rates or tax rates in general would make the
return for the taxable account more favorable. The earnings on distributions from a 529 plan not used on qualified higher education expenses are subject to federal income taxes and
a 10% penalty.
Consider your current and anticipated investment horizon and income tax bracket when making an investment decision, as the illustration may not reflect
these factors. Systematic investing does not ensure a profit and does not limit loss in a declining market. This example is for illustrative purposes
only and does not represent the performance of any security. The assumed rate of return used in this example is not guaranteed, and you
may have a gain or loss when you sell your units. Investments that have potential for a 7% annual rate of return also come with risk of loss.
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Ways to Save for College

Potential difference in growth after 18 years of a lump sum invested in a taxable
account versus a tax-deferred (529 plan) account.

Use Time to Your Advantage

$51,041
$31,286
$17,202
$7,160
$25,520

$100
$50

$3,580

$8,601

0 years

5 years

10 years

$15,643

15 years

20 years

Monthly
investment

This hypothetical example illustrates the future value of different regular monthly investments for different periods of time and assumes an annual effective
investment return of 7%.
This hypothetical example does not reflect actual investments or reflect any taxes, inflation, fees, or expenses. If they had been deducted,
performance would have been lower. These hypothetical examples are not intended to predict or project investment results. Periodic investment plans
do not ensure a profit and do not protect against a loss in a declining market.
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Understanding Savings Challenges

Hypothetical growth chart

Use Time to Your Advantage

$35,001

$13,420
$13,420
$2,500

$22,403
$22,403

$7,016
$7,016

$35,001

$29,197

$1,000

$4,912

$10,470

0 years

5 years

10 years

$18,264

15 years

20 years

Lump sum
+$50 per month

This hypothetical example illustrates the future value of different lump-sum investments and $50 per month for different periods of time and assumes an
annual effective investment return of 7%.
This hypothetical example does not reflect actual investments or reflect any taxes, inflation, fees, or expenses. If they had been deducted,
performance would have been lower. These hypothetical examples are not intended to predict or project investment results. Periodic investment plans
do not ensure a profit and do not protect against a loss in a declining market.
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Understanding Savings Challenges

Hypothetical growth chart

Maximize your college savings
®
®
Fidelity Investments 529 College Rewards Visa Signature Card.

MONTHLY PURCHASE

POINTS
EARNED

Groceries

$800

1,600

Dining Out

$400

800

Gas

$300

600

Utilities/Cable

$500

1,000

Cell Phone

$200

400

Gifts

$300

600

Monthly
Total

$2,500

5,000
points*

• Earn unlimited 2% cash back* on every eligible net purchase
when you direct your deposit into your Fidelity-managed 529
plan account.
• No reward caps or limits, and your points will not expire.*
• Friends and family can help by applying for a Fidelity
Investments 529 College Rewards Card and linking their cards
to your designated Fidelity-managed 529 account(s).

$2,500 spending = 5,000 points
= $50 cash back for college!

This is for illustrative purposes only. Your actual rewards earned will depend on your
individual purchases.

*You will earn 2 points per dollar on every eligible net purchase(net purchases are purchases minus credits and returns) that you charge. Credits, returns, adjustments, and certain transactions do not earn points. Account
must be open and in good standing to earn and redeem rewards and benefits. The 2% rewards value applies only to points redeemed for a deposit into an eligible Fidelity account. The redemption value is different if you
choose to redeem your points for other rewards such as travel options, merchandise, gift cards and/or statement credit. Other restrictions apply. Full details appear in the Program Rules new card customers
receive with their card. Establishment or ownership of a Fidelity account or other relationship with Fidelity Investments is not required to obtain a card or to be eligible to use points to obtain any rewards
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offered under the program other than Fidelity Rewards.
The creditor and issuer of this card is Elan Financial Services, pursuant to a license from Visa U.S.A. Inc.

Fidelity’s Online Gifting Tool
Invite Family and Friends to Give to
Your College Savings Account
• Set up a personalized gifting page
• Invite family and friends via social networking
(Facebook and Twitter) and/or email to give
to your college savings account
• Privately track your college savings gifts
through your dashboard
• Access your gifting page anytime through
your computer or smartphone

* Screenshots are for illustrative purposes and may change
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Potential Gift- and Estate-Tax Advantages

2. You can give $75K to a beneficiary in a single
year with a 529 plan. If married, each spouse
may contribute this amount.*
3. Contributions to 529 plans are not considered
part of your current estate.*
4. You control the account, not the beneficiary.**

* In order for an accelerated transfer to a 529 plan (for a given beneficiary) of $75,000 (or $150,000 combined for spouses who gift-split) to
result in no federal transfer tax and no use of any portion of the applicable federal transfer tax exemption and/or credit amounts, no further
annual exclusion gifts and/or generation-skipping transfers to the same beneficiary may be made over the five-year period, and the transfer
must be reported as a series of five equal annual transfers on Form 709, United States Gift (and Generation-Skipping Transfer) Tax
Return. If the donor fails to survive the five-year period, a portion of the transferred amount not yet reported will be included in the donor’s
13 estate for estate-tax purposes.
**The IRS does not allow a participant to have direct or indirect control over the investments in a 529 plan.

Ways to Save for College

1. You can give up to $15,000 per beneficiary per
year ($30,000 per married couple).

What Happens if…

• Gets a scholarship?
• Decides not to go to college?
• Becomes disabled or dies?
• Graduates without using all the money in the account?
• Has an existing UGMA/UTMA account?
2. The account owner:
• Files for bankruptcy?
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Ways to Save for College

1. The beneficiary:

Fidelity Learning Center - College Planning Curriculum
College Planning Library of:
•

Courses, articles and videos to learn
about saving and planning for college

•

Basic and intermediary level courses

www.fidelity.com/learning-center

* Screenshots are for illustrative purposes and may change
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Next Steps

2. Consider how best to save.
3. Maximize your savings.
4. Involve others in saving for college.
5. Get started early!

www.Fidelity.com/college
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Next Steps: How Fidelity Can Help

1. Determine your college savings goals.

We want your feedback!

Please take a moment to provide us with your feedback
on your learning experience.
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ADDITIONAL IMPORTANT INFORMATION
The Fidelity Investments and Pyramid design logo, Turn here, and the navigational line and directional design are service marks of FMR
LLC. © 2018 FMR LLC. All rights reserved. All third-party trademarks and service marks are the property of their respective owners. All
other trademarks and service marks appearing herein are the property of FMR LLC.
The UNIQUE College Investing Plan, U.Fund College Investing Plan, Delaware College Investment Plan, and Fidelity Arizona
College Savings Plan, are offered by the state of New Hampshire, MEFA, the state of Delaware, and the Arizona Commission for
Postsecondary Education, and, respectively, and managed by Fidelity Investments. If you or the designated beneficiary is not a
New Hampshire, Massachusetts, Delaware, or Arizona resident, you may want to consider, before investing, whether your state or
the beneficiary's home state offers its residents a plan with alternate state tax advantages or other state benefits such as financial
aid, scholarship funds and protection from creditors.
Units of the portfolios are municipal securities and may be subject to market volatility and fluctuation.
The tax and estate-planning information contained herein is general in nature, is provided for informational purposes only, and should not be
construed as legal or tax advice. Fidelity does not provide legal or tax advice. Fidelity cannot guarantee that such information is accurate,
complete, or timely. Laws of a particular state or laws that may be applicable to a particular situation may have an impact on the
applicability, accuracy, or completeness of such information. Federal and state laws and regulations are complex and are subject to change.
Changes in such laws and regulations may have a material impact on pre- and/or after-tax investment results. Fidelity makes no warranties
with regard to such information or results obtained by its use. Fidelity disclaims any liability arising out of your use of, or any tax position
taken in reliance on, such information. Always consult an attorney or tax professional regarding your specific legal or tax situation.
Please carefully consider the plan’s investment objectives, risks, charges, and expenses before investing. For this and other
information on any 529 college savings plan managed by Fidelity, contact Fidelity for a free Fact Kit, or view one online. Read it
carefully before you invest or send money.
Fidelity Brokerage Services, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917
© 2018 FMR LLC. All rights reserved.
446704.29.0
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