Comparison of Educational Savings Plans

Date: [Insert Date]
Dear [Recipient's Name],

I hope this letter finds you well. I am writing to provide you with a comparative overview of
different educational savings plans to assist you in making a well-informed decision for funding
[Child's Name]'s education.

1. 529 College Savings Plan

e Tax Advantages: Contributions grow tax-free, and withdrawals for education expenses
are tax-free.

« Contribution Limits: Varies by state, generally high limits.

e Investment Options: Typically offers a range of mutual funds and ETFs.

« Flexibility: Funds can be used at any accredited institution.

2. Coverdell Education Savings Account (ESA)

e Tax Advantages: Tax-free growth and withdrawals for qualified education expenses.
« Contribution Limits: $2,000 per year per beneficiary.

« Investment Options: Broader investment choices including stocks and bonds.

o Flexibility: Can be used for K-12 expenses as well as college costs.

3. Custodial Accounts (UGMA/UTMA)

Tax Advantages: Earnings taxed at the minor's rate, potentially lower than the guardian's.
Contribution Limits: No specific limit, but large contributions may trigger gift taxes.
Investment Options: Wide variety, including real estate and stocks.

Flexibility: Funds can be withdrawn for any purpose once the child reaches the age of
majority.

Conclusion

Each educational savings plan has its unique benefits and limitations. | recommend considering
your financial situation, educational goals, and preferences before deciding. Please feel free to
reach out if you have any further questions or would like assistance in this process.

Sincerely,

[Your Name]



[Your Contact Information]



