
Open Up New Possibilities
Make college a priority by saving for it today.



1. This illustration compares two strategies. The first consists of a loan and financial aid and the second consists of a loan, financial 
aid and a savings plan. The loan portion in each strategy is subject to an interest accrual of 6.5% as per the Sallie Mae Loan 
Repayment calculator at salliemae.com 2016. The savings plan portion of the second strategy is assigned a 5% annual rate of 
return. This is a hypothetical illustration and does not represent the performance of any specific investment.

2. Assumes loan is repaid in equal monthly installments of $653 over a 15-year period.
3. Assumes loan is repaid in equal monthly installments of $305 over a 15-year period.
4. Assumes parent saves $150 per month over a 15-year period. Systematic investing does not assure a profit and does not protect 

against loss in declining markets. Before investing, investors should evaluate their long-term financial ability to participate in such 
a plan.

The earlier you start saving, the less 
you’re likely to pay for college.

If you’re thinking about relying mostly on loans to pay for college, you may wish to reconsider. 
A smart strategy that includes a 529 College Saving Plan can help lower your overall out-of-
pocket costs, as well as provide potential tax and estate planning benefits.

Keep in mind, every dollar you save today is a dollar you won’t need to borrow in the future. 
Plus, with a 529 College Savings Plan, the savings are treated as an asset of the parent, which 
can reduce the impact on financial aid. Saving rather than borrowing also means that you’ll 
likely pay substantially less interest, a difference illustrated below.

Reduce Your Out-of-Pocket Costs.

The hypothetical example below illustrates two families, two strategies and two very different 
outcomes.1 Here a parent’s savings-driven strategy is projected to reduce college costs by 
more than $35,000 when a student receives $25,000 in financial aid.
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Parent #1: Relies solely on loans and aid 
to pay $100,000 for all college education 
expenses.

Parent #2: Relies on a balance of 
savings, aid and loans to pay $100,000 for 
all college education expenses.
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Behind every college freshman is someone’s 
commitment to planning. These three stories 
demonstrate the powerful benefits that a  
529 College Savings Plan can provide.



The timing of Eric’s bonus could not have been better, 
arriving right when his son was born. Rather than 
spending the money on high end nursery furniture and 
toys, Eric and his wife, Diana, decided to look to the 
future and invest the money in a college savings fund.

Eric contributed the maximum individual tax-free gift 
for that year, $14,000, to his newborn’s 529 College 
Savings Plan. With a 5% annual rate of return, that 
investment reached $35,377 after 18 years—just in time 
for freshman orientation.

If Eric and Diana had both contributed the maximum annual tax-free gift for joint tax filers 
that first year—$28,000—the same savings scenario could have yielded $70,755.

A substantial bonus. A single investment. 
A short-term step with lasting impact.

8. This chart from OppenheimerFunds, Inc., January 2016, is for illustrative purposes only. This hypothetical illustration assumes an 
initial investment up to the maximum before gift tax penalties apply and a 5% annually compounding rate of return. The illustration 
does not represent the performance of any specific investment or fluctuation in principal value or investment return, and does not 
reflect any plan fees or sales charges that may apply. If such fees or sales charges had been taken into account, returns would 
be lower.

Eric and Diana: Parents with a One-Time Opportunity

Making a One-Time Contribution8

$70,755

2 18161412108640

D
ol

la
r A

m
ou

nt

Age of Child

Both parents contribute 
$28K to a tax-advantaged 
savings account for college.
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Make an investment in 
college savings when 
a child is young to get 
the most potential 
benefit from long-term 
compounding.



Lisa and Jeff: Parents Saving for Multiple Goals

Lisa and Jeff knew that their daughter would someday 

go to a great college. They decided to invest in a 

529 College Savings Plan as soon as she was born, 

and then turned their focus to other financial priorities. 

Later, after receiving an inheritance, they were able 

to invest another generous amount into the plan. 

The couple contributed the maximum annual tax-free 

gift for joint filers ($28,000) to their daughter’s 529 

College Savings Plan twice. Combined, their $52,000 in contributions could more than 

double in 18 years, reaching $112,123 (assuming a hypothetical 5% annual rate of return).

Even if only one parent contributed the maximum annual tax-free gift for an individual 

($14,000) twice, the same scenario as above could provide $56,062 in college savings 

by the time the child turns 18. 

9. This chart from OppenheimerFunds, Inc., January 2016, is for illustrative purposes only. This hypothetical illustration assumes 
an initial investment and a second investment up to the maximum before gift tax penalties apply and a 5% annually compounding 
rate of return. The illustration does not represent the performance of any specific investment or fluctuation in principal value or 
investment return, and does not reflect any plan fees or sales charges that may apply. If such fees or sales charges had been 
taken into account, returns would be lower.

Making Two Contributions Over a 10-Year Period9
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$112,123 
Both parents contribute 
$28K to a tax-advantaged 
savings account for 
college twice.

$56,062
One parent contributes 
$14K to a tax-advantaged 
savings account for 
college twice.

An investment at birth. A potential boost 10 years 
later. An opportunity for additional savings.

Start saving for your 
loved one’s future now 
to maximize long-term 
growth potential—with 
the flexibility of adding 
more later.



Martin: A Grandparent Making the Most of His Legacy

The moment Martin first saw his grandson, he decided 
to help him get to college someday. At the time, he had 
just started estate planning and was looking for ways to 
remove assets from his estate.

Martin chose to forward-fund his grandson’s 529 
College Savings Plan, giving the maximum allowable 
five-year gift of $70,000. After 18 years, and assuming a 
5% annual rate of return, this investment could generate 
$176,887 for his grandson’s college education.

If Martin’s wife had joined him in making this same 
maximum gift, their combined $140,000 investment, using the same scenario as above, 
could have yielded $353,773 in college savings, and removed far greater assets 
from their taxable estate.10

In addition to these benefits, investing through a 529 College Savings Plan provides 
tremendous flexibility should they want to change beneficiaries in the future. 

10. If an account owner utilizes the special five-year lump sum exclusion and dies within five years of the funding date, the portion of 
the contribution allocable to the years remaining in the five-year period (beginning with the year after the account owner’s death) 
would be included in the account owner’s estate for federal estate tax purposes. Consult your tax advisor for more information.

11. This chart from OppenheimerFunds, Inc., January 2016, is for illustrative purposes only. This hypothetical illustration assumes an 
initial investment and a second investment up to the maximum before gift tax penalties apply and a 5% annually compounding 
rate of return. The illustration does not represent the performance of any specific investment and does not reflect any plan fees 
or sales charges that may apply. If such fees or sales charges had been taken into account, returns would be lower.

Making Five Years of Gifts in a Single Year11
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$176,887
One grandparent contributes
$70K to a tax-advantaged 
savings account for college.

$353,773
Both grandparents contribute
$140K to a tax-advantaged 
savings account for college.
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A major gift. A clear tax advantage.
A firm foundation for college aspirations.

Give a substantial gift 
now to potentially 
accelerate college 
funding, enjoy instant 
tax benefits, and create 
powerful estate planning 
opportunities.



The unique benefits of a 529 College Savings 
Plan provide a versatile way to save.

529 College Savings Plans let you easily change your investment options and beneficiaries 
within the plan you choose. And, because there are no state residency restrictions, you have 
a variety of funding options.

Lifetime contribution maximums vary from state to state, and each plan has specific annual 
limits on how much you can save and phaseout of tax benefits based on your income.

Your withdrawals are tax- and penalty-free if you use them to pay for qualified higher education 
expenses.5 Additionally, assets in a 529 College Savings Plan do not count as part of your 
taxable estate if you are the account holder.

You may be eligible for an additional state tax deduction if you contribute to the plan in your 
state of residence. Some states even provide state tax deductions for residents who invest in 

other states’ plans.6

Gifting through a 529 College Savings Plan 
can build savings faster and help manage 
your estate.

You can contribute to a 529 College Savings Plan without incurring gift taxes or penalties by 
taking advantage of the federal gifting limits. Invest up to $14,000 a year without triggering  
a gift tax, a limit that’s doubled—$28,000 a year—for couples.

What’s more, you can remove significant assets from your estate by forward-funding a  
529 College Savings Plan. Through this strategy, you can take advantage of up to five years’ 
worth of gift tax exclusions in a single year. This means that you and your spouse can fund 
your loved one’s 529 College Savings Plan with up to $140,000 in one year and enjoy the 
potential tax and estate planning benefits right away.7

5.  When withdrawals are used for non-qualified expenses, the earnings portion of the withdrawal will be subject to ordinary federal 
tax, any applicable state income tax and an additional 10% federal tax penalty. 

6.  Tax Parity States include Arizona, Kansas, Maine, Missouri, Montana and Pennsylvania. Source: www.finaid.org, 2016.
7.  If an account owner utilizes the special five-year lump sum exclusion and dies within five years of the funding date, the portion of 

the contribution allocable to the years remaining in the five-year period (beginning with the year after the account owner’s 
death) would be included in the account owner’s estate for federal estate tax purposes. Clients should consult their tax 
advisors.



Get an early start on developing a comprehensive 
financial plan that includes saving for college. 

To learn how a 529 College Savings Plan can work within your overall 
strategy, contact your financial advisor today.

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 tax laws. Contact 
your attorney or other advisor regarding your specific legal, investment or tax situation.

Investments in 529 College Savings Plans are neither FDIC insured nor guaranteed 
and may lose some value. Some states offer favorable tax treatment to their residents 
only if they invest in the 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 and should consult their tax advisor.

Before investing in a plan, investors should carefully consider the investment 
objectives, risks, charges and expenses associated with municipal fund securities. 
Plan disclosure documents contain this and other information about a plan, and may 
be obtained by asking your financial advisor, visiting oppenheimerfunds.com or 
calling 1 800 CALL OPP (225 5677). Investors should read these documents carefully 
before investing.
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