
PICK YOUR EDUCATION 
SAVINGS BRACKETS 

529 plans go head-to-head against alternative 
savings options. Which one can help families 

get to the education savings finals? 
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529 PLANS 
Contributions made with after-tax dollars and withdrawals from 
qualified education expenses are free from federal income tax. 

TAXABLE SAVINGS ACCOUNT 
Contributions are fully taxable at account owner's tax rate. 
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529 PLANS 
Contributions are treated as gifts. Annual gift tax exclusion of $18,000 
(single) or $36,000 (joint) per beneficiary. $90,000 and $180,000 
when prorated over 5 years. Earnings from gift grow tax-free. 

UGMA/UTMA 
Contributions are treated as gifts. Annual gift tax exclusion of $18,000 
(single) or $36,000 (joint) per beneficiary. Doesn’t offer ‘superfunding’ 
option. Earnings are taxed at minor's tax rate. 
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529 PLANS 
Education savings invested in 529s are exempt from federal estate 
tax. Account owner maintains ownership for full control. 

UGMA/UTMA 
Savings are removed from donor's taxable estate once beneficiary 
reaches age of majority unless donor remains custodian. UGMA/UTMA 
transfers are included in the donor’s gross estate for estate tax 
purposes if the donor passes away while serving as custodian.1 
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529 PLANS 
Maximum investment is determined by 529 plan. For example, 
Scholar's Edge 529 Plan’s investment maximum is $500,000. 

COVERDELL EDUCATION SAVINGS ACCOUNT 
$2,000 limit per beneficiary per year for all sources.2 
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529 PLANS 
Flexibility to change beneficiary to another member of the beneficiary’s 

family if child doesn't pursue higher education or trade school. 

UGMA/UTMA 
No ability to change beneficiary as it represents a gift to the child. 
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529 PLANS 
No income restrictions. 

COVERDELL EDUCATION SAVINGS ACCOUNT 
Ability to contribute to the savings account phases out at an 

adjusted gross income of $95,000 (single) and $190,000 (joint) 
to qualify for full $2,000 contribution.2 
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529 PLANS 
No age restrictions. 

COVERDELL EDUCATION SAVINGS ACCOUNT 
Contributions can be made until beneficiary turns 18. Account balance 

must be distributed within 30 days of the beneficiary's 30th birthday. 
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529 PLANS 
If parent is the account owner, 529 assets are assessed at up to 

5.64% as an asset of the parent.3 Withdrawals from 
grandparent-owned 529s no longer considered untaxed 

income for FAFSA (starting 2024-25 award year). 

UGMA/UTMA 
Reported as a child asset on the FAFSA, reducing 

financial aid eligibility by 20% of the asset value.3 

THE ROAD TO THE FINALS STARTS HERE. 
SCHOLARSEDGE529.COM 

529 PLANS CAN 
GIVE AN EDGE 

https://SCHOLARSEDGE529.COM


1 “Making Gifts to Minors”, The Tax Adviser, February 28, 2011

² “Coverdell Education Savings Accounts”, Saving for College 

3 “What is an UTMA or UGMA Account?”Saving for College, Kristen Kuchar, November 2023 

Scholar’s Edge® (“Scholar’s Edge” or the “Plan”) is operated as a qualified tuition program offered and sponsored by The Education Trust Board of New Mexico (the “Board”) and is available to all U.S. residents. Ascensus College Savings Recordkeeping Services, LLC is the Program 
Manager for Scholar’s Edge and Principal Funds Distributor, Inc. is the distributor of Scholar’s Edge. Principal Global Investors, LLC, (“PGI”), an affiliated company of the Distributor and a member company of the Principal Financial Group®, serves as the investment advisor to the Plan. 
Responsibilities of PGI include providing recommendations to the Board for the Underlying Investments in which the Scholar’s Edge Portfolios invest, monitoring and rebalancing the asset allocations for the Year of Enrollment and Target Risk Portfolios, and monitoring the Portfolios’ 
compliance with the Board’s Investment Policy Statement and applicable law. The Program Manager is not affiliated with any member company of Principal Financial Group. 

Accounts in Scholar’s Edge are not insured or guaranteed by the Federal Deposit Insurance Corporation or any other government agency. The securities held in the Plan accounts are neither FDIC insured nor guaranteed and may lose value. The Board has no legal obligation to provide 
financial support to the Plan or Plan accounts, and you should not expect that the Board will provide financial support to the Plan at any time. Account Owners do not invest in, and do not have ownership or other rights relating to the underlying investments held by the Plan’s investment 
options. The underlying investments are not deposits or obligations of any bank, are not guaranteed by any bank, are not insured by the FDIC or any other agency, and involve investment risks, including the possible loss of the principal amount invested. 

This material is provided for general and educational purposes only, and is not intended to provide legal, tax or investment advice, or for use to avoid penalties that may be imposed under U.S. federal and state tax laws. Contact your attorney, tax professional or other financial 
professional regarding your specific legal, investment or tax situation. Some states offer favorable tax treatment to their residents only if they invest in the home state’s own plan. 

Investors should consider before investing whether their or their designated beneficiary’s home state offers any state tax or other benefits that are only available for investments in such state’s qualified tuition program, such as financial aid, scholarship funds, and protection from 
creditors, and should consult their tax advisor. 

Before investing in Scholar’s Edge, investors should carefully consider the investment objectives, risks, charges and expenses associated with the Plan’s municipal fund securities. The Plan Description and Participation Agreement contains this and other information about the Plan, 
and may be obtained by asking your financial professional, by visiting scholarsedge529.com or calling 1.866.529.SAVE (1.866.529.7283). Investors should read these documents carefully before investing. 

Scholar’s Edge® is distributed by Principal Funds Distributor, Inc. a FINRA Member 
711 High Street 
Des Moines, IA 50392 

Securities and advisory products offered through 
Principal Securities, Inc., 800-247-1737, 
Member SIPC, and/or independent broker/dealers. Principal Funds Distributor, Inc. and Principal Securities are members of Principal Financial Group®, Des Moines, IA 50392. 

Scholar’s Edge® and the Scholar’s Edge® Logo are registered trademarks of The Education Trust Board of New Mexico used under license. 

MM13855 I 02/2024 I 3314755 

https://scholarsedge529.com
https://www.thetaxadviser.com/issues/2011/mar/casestudy-mar2011.html
https://brandassets.principal.com/m/64c61999a8e251ce/original/Scholar-s-Edge-529-Plan-Description-and-Participation-Agreement.pdf
https://www.savingforcollege.com/coverdell-esas#:~:text=Coverdell%20ESA%20eligibility%20and%20income%20limits,-The%20first%20step&text=Also%2C%20your%20income%20must%20be,for%20a%20full%20%242%2C000%20contribution
https://www.savingforcollege.com/article/what-is-an-ugma-or-utma-account#:~:text=When%20it%20comes%20time%20to,5.64%25%20of%20the%20asset%20value
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