
Summer Time – Thinking about College? 
By Dennis J. Rogers, CPA, CFP® 

 

 So the school year is over and the children are one year closer to college.  There 
are several different vehicles that can be used to save for those big college bills in the 
future. 

Taxable Account: We can always invest in a regular taxable brokerage or savings 
account.  The income (dividends, interest, and capital gains) will be taxable each year, 
but can be used for any purpose.  This might be the best option if you are in a low tax 
bracket or if you are very close to the time when the funds will be needed.  

UGMA / UTMA: You can open an account for the benefit of a minor with one of these 
accounts.  They have are no income or contribution limits.  The first $1,000 of earnings 
each year is not taxed.  The next $1,000 is taxed at the child’s rate.  Earnings above this 
are taxed at the parents’ rate.  In Arizona, the beneficiary assumes control of the account 
at age 21 and can do what they wish with it.  The funds can be withdrawn prior to that for 
any use that benefits the child.   

Coverdell Education Savings Accounts: You can make contributions to these accounts 
of up to $2,000 per year per beneficiary.  Any earnings that are ultimately used for 
qualified elementary or higher education expenses are exempt from federal taxes.  The 
beneficiary assumes control of the account at age of majority, but the account owner can 
change beneficiaries prior to that time.  Nonqualified withdrawals subject the earnings to 
ordinary income tax plus a 10% federal penalty. 

529 College Savings Plans: There is no income limit for anyone to make contributions to 
these accounts.  However, contributions are not allowed once the account balance reaches 
$350,000.  The earnings grow tax-free and withdrawals are not taxed as long as they are 
for qualified higher education costs.  The account owner maintains control of the account 
and decides when withdrawals are made.  The owner can change beneficiaries at any time 
and there is no tax on the transfer as long as the new beneficiary is a family member.   

401(k) Plan Loans:  Most employer plans allow for loans of up to 50% of the balance or 
$50,000.  This could supplement the more immediate costs and stretch the payments over 
several years.  However, if you leave your employer with a loan balance, you will have to 
repay the loan right away or will be subject to taxes and penalties on the remaining 
balance.   

 Keep in mind that this is just a brief summary of the plans and their restrictions.  
You should get specific financial advice prior to opening an account.   
Material discussed is meant to provide general information and it is not to be construed 
as specific investment, tax or legal advice. Neither United Planners nor its financial 
professionals render legal or tax advice. Please consult with your accountant or tax 
advisor for specific guidance. 

Dennis J. Rogers, CPA, CFP® is a Registered Principal offering securities and advisory 
services through United Planners Financial Services. Member FINRA/SIPC. Rogers & 
Kirby and United Planners Financial Services are not affiliated. He is a partner in a 
financial advisory practice in Phoenix that focuses on helping clients make smart 
decisions about their money based on their personal core values. He can be reached at 
dennis@rogerskirby.com or 602-748-1900. 

  


	Summer Time – Thinking about College?
	By Dennis J. Rogers, CPA, CFP®
	So the school year is over and the children are one year closer to college.  There are several different vehicles that can be used to save for those big college bills in the future.
	Taxable Account: We can always invest in a regular taxable brokerage or savings account.  The income (dividends, interest, and capital gains) will be taxable each year, but can be used for any purpose.  This might be the best option if you are in a lo...
	UGMA / UTMA: You can open an account for the benefit of a minor with one of these accounts.  They have are no income or contribution limits.  The first $1,000 of earnings each year is not taxed.  The next $1,000 is taxed at the child’s rate.  Earnings...
	Coverdell Education Savings Accounts: You can make contributions to these accounts of up to $2,000 per year per beneficiary.  Any earnings that are ultimately used for qualified elementary or higher education expenses are exempt from federal taxes.  T...
	529 College Savings Plans: There is no income limit for anyone to make contributions to these accounts.  However, contributions are not allowed once the account balance reaches $350,000.  The earnings grow tax-free and withdrawals are not taxed as lon...
	401(k) Plan Loans:  Most employer plans allow for loans of up to 50% of the balance or $50,000.  This could supplement the more immediate costs and stretch the payments over several years.  However, if you leave your employer with a loan balance, you ...
	Keep in mind that this is just a brief summary of the plans and their restrictions.  You should get specific financial advice prior to opening an account.
	Material discussed is meant to provide general information and it is not to be construed as specific investment, tax or legal advice. Neither United Planners nor its financial professionals render legal or tax advice. Please consult with your accounta...
	Dennis J. Rogers, CPA, CFP® is a Registered Principal offering securities and advisory services through United Planners Financial Services. Member FINRA/SIPC. Rogers & Kirby and United Planners Financial Services are not affiliated. He is a partner in...

