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See disclosures at the end of the document



Education Planning Considerations
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Higher 
education 
usually 
correlates 
with higher 
earnings 
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The college 
major you pick 
can have a 
significant impact 
on your first year 
starting salary

Source: 
JP Morgan Asset 
Management
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College tuition 
costs have 
grown 
significantly 
faster than 
overall inflation 
since 1983

Source: 
JP Morgan 
Asset 
Management
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The younger the child the more college is expected to cost
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Source: 
JP Morgan Asset 
Management



Attending community college for two years and then transferring to a four-
year public college can be a cost-effective solution 
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Taking more 
time to 
graduate 
significantly 
increases the 
total education 
costs
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Families are 
increasingly 
having to foot 
more of the 
college bill

Source: 
JP Morgan
Asset 
Management
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Grants and 
scholarships 
only pay for a 
small % of 
most college 
student costs 

Source: 
JP Morgan 
Asset 
Management
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Student loans 
have grown 
as a college 
funding 
source

Source: 
JP Morgan 
Asset 
Management
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Here is a good college preparation timeline from JP Morgan that may help with 
financial aid access and getting into your child’s preferred college. 
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Balancing your 
own retirement 
versus college 
funding can be 
tricky

Source: 
JP Morgan Asset 
Management
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Gifting Rules 
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Gifting Rules
• Each person can give $19,000 per person per year in 2026 and this 

does not count against your lifetime gift limitations and cause gift and 
estate taxes

• A couple can effectively give $38,000 to one person by using split gifts 
• Annual gifts must be in present interest. Present interest is defined as the 

unrestricted right to the immediate use of the property.
• The annual gift exclusion is use it or lose it 

• Each person has a lifetime gift/death transfer limit of $15,000,000 
before being subject to gift and estate taxes. Married couples can 
effectively have a $30,000,000 estate before being subject to gift and 
estate taxes. 

• You can pay directly for your relative’s medical, education or legal 
costs without being subject to gift and estate taxes provided you pay 
the providing institution directly
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Taxable versus Tax Advantaged 
Accounts  
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Taxable versus Tax Advantaged Accounts
One contribution and the account balance at the end of 

period
Annual contributions and account balance at the end of 

period
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Tax Deferred Account
Years

15 10 5 Initial Contribution
$   3,128 $   2,139 $   1,463 $          1,000 
$ 15,642 $ 10,695 $   7,313 $          5,000 
$ 31,284 $ 21,390 $ 14,625 $        10,000 

Taxable Account
Years

15 10 5 Initial Contribution
$   2,523 $   1,853 $   1,361 $          1,000 
$ 12,617 $   9,267 $   6,807 $          5,000 
$ 25,234 $ 18,535 $ 13,614 $        10,000 

Difference
Years

15 10 5 Initial Contribution
$       605 $       286 $       101 $          1,000 
$   3,025 $   1,428 $       506 $          5,000 
$   6,050 $   2,855 $   1,011 $        10,000 

Tax Deferred Account
Years

15 10 5 Annual Contribution
$   26,942 $   14,418 $    5,855 $          1,000 
$ 134,709 $   72,090 $  29,275 $          5,000 
$ 269,417 $144,179 $  58,549 $        10,000 

Taxable Account
Years

15 10 5 Annual Contribution
$   23,934 $   13,409 $    5,678 $          1,000 
$ 119,668 $   67,045 $  28,392 $          5,000 
$ 239,336 $134,089 $  56,783 $        10,000 

Difference
Years

15 10 5 Annual Contribution
$     3,008 $     1,009 $        177 $          1,000 
$   15,041 $     5,045 $        883 $          5,000 
$   30,082 $   10,090 $    1,766 $        10,000 

Assumptions: Investments grow 6.23% in a taxable account and 7.6% in a tax advantaged account 
based on a 20% blended capital gains tax rate and a 30% ordinary income tax rate. See disclosures at 
end of document. 
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529s  
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529s
• The beneficiary must be a member of the extended family: siblings, children, stepchildren, parents, nieces, nephews, 

aunts, uncles, cousins, in-laws, spouses 

• The account is controlled by the donor, and the beneficiary can be changed to another member of your extended family 
at any time

• Contributions are made with after tax dollars

• Annual contribution limits are generally $19,000 per donor per beneficiary and $38,000 per married couple per 
beneficiary. 

• Via super funding a donor can contribute $95,000 per beneficiary while a married couple can contribute $180,000 per 
beneficiary. The super funding contribution represents a five year contribution. No adjusted gross income limits apply. 

• State aggregate contributions per beneficiary vary from $235,000 to $621,000+ per beneficiary. Texas’ 2026 limit is 
$500,000. 

• The donor lifetime 529 contribution cap equates to your lifetime gift/estate tax exemption ($15,000,000 per individual, 
$30,000,000 per couple).

• A 529 account can be invested in a diversified portfolio of stocks, bonds, and funds. 

• Common investment types include age-based portfolios (that become more conservative as the beneficiary nears 
college age), static target-risk portfolios and individual fund portfolios 

• The account is considered an asset of the donor in determining financial aid eligibility 
• If the donor is the parent, the 529 accounts will be considered parental assets. The assets will be considered sources of 

contribution toward the student’s education funding and thus potentially limit the student’s ability to obtain financial aid
• If the donor is a nonparent, the person’s 529 accounts are not included in the determining the student’s financial aid eligibility
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529s
• Distributions are tax free provided the proceeds are used for qualified education expenses 

• Up to $20,000 in annual distributions may be taken from a 529 account to pay for K-12 tuition, books & supplies, 
technology at public, private or religious schools 

• Qualified college expenses including tuition, books, supplies, computers and technology, room and board (if 
enrolled at least half time: on campus costs are actual billed amounts, off campus costs are covered up to the 
institution’s official cost of attendance), special needs services

• Qualified expenses for apprenticeship programs include fees, books, supplies and equipment for programs 
registered with the Department of Labor 

• Qualified expenses for professional credentials include tests and continuing education required to earn or maintain 
recognized postsecondary credentials (e.g., nursing license, CPA, bar exams)

• Up to $10,000 can be used for lifetime student loan repayments 

• Nonqualified expenses include 
• Transportation to and from school 
• Student health insurance premiums 
• Lifestyle & social fees not required for enrollment – examples include: club dues, sports fees, gym memberships, 

Greek life membership dues
• General tech for smartphones or gaming equipment 
• College application fees 

• Nonqualified withdrawals are taxable and subject to a 10% withdrawal penalty 
• Roth IRA rollover – Up to $35,000 lifetime limit of unused funds can be rolled into the beneficiary’s 

Roth IRA, subject to 
• annual contribution limits (2026: $7,500 for individuals under age 50, $8,600 for those over age 50)
• 15-year account age requirement 
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The sooner you 
start saving the 
more the balance 
can be over time

Source: JP Morgan 
Asset Management

See disclosures at 
the end of the 
document.
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Super funding 529s can make a big dent in 
anticipated student college expenses 
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Source: JP Morgan Asset Management
See disclosures at the end of the document



529 rollovers to 
Roth IRAs can 
be a tax 
efficient wealth 
transfer 
strategy

Source: 
JP Morgan 
Asset 
Management
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Trump Accounts
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Trump Accounts
• Government seeded $1,000 accounts for children born between 

1/1/25 and 12/31/28

• Parents can make up to $5,000 in contributions annually after tax

• The accounts act like traditional IRAs once a beneficiary turns age 
18

• Distributions are allowed after age 18
• Avoid a 10% withdrawal penalty for 

• Qualified higher education expenses – tuition, fees, books and supplies
• First time homebuyer – up to $10,000 lifetime limit
• Health insurance premiums while unemployed
• Disaster recovery for qualified personal emergency expenses
• Death or disability 

• You pay taxes on earnings and pre-tax contributions
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Trump Accounts vs 529 Accounts
• Tax treatment 

• Contributions – parent contributions are made after tax
• Trump Accounts – Parent contributions can be made up to $5,000 annually. 

Government and employer contributions are pretax.
• 529 Accounts– Allow for much higher funding. Annual gifts are typically up to $19k per 

parent per student and $38k per married couple per student. Super funding allows up 
to $95k per student per spouse and $180k per married couple per student as a five 
year contribution.

• Investment growth period – both are not subject to taxes during this period
• Withdrawals 

• Trump accounts withdrawals are subject to ordinary income taxes, can’t be made 
prior to age 18, and withdrawals can be used for education, first home purchases or 
general life expenses

• 529 account withdrawals are not subject to taxes provided they are used for qualified 
education expense, can be used for K-12, undergraduate and graduate school

• Investment choice
• Trump account investments are restricted to US stock index funds
• 529 account investments are restricted to money market, stock and fixed 

income ETFs, mutual funds 

33



Prepaid Tuition Plans  
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Prepaid Tuition Plans
• Types of plans: contract plans (you agree to pay for a set number of 

years) or unit plans (buying individual units/credits)
• +s

• You lock in current tuition costs at public or private universities at a fixed cost
• Earnings grow tax free when used for qualified higher education expenses
• Withdrawals are tax free when used for qualified higher education expenses 

• -s 
• You lose the ability to earn a higher investment rate than education cost 

inflation
• Students may receive scholarships whereby you just get your principal 

contribution back
• Prepaid plans typically cover only tuition and fees while 529s can cover more 

items. See 529 plans for details 

• Plan flexibility: if the child does not attend college, options often 
include switching beneficiaries, rolling funds into a 529 plan, or 
requesting a refund 
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Parent IRAs and Roth IRAs
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Parent Individual Retirement Accounts
• Tactic: contribute to parent IRAs and then use a portion of the funds for children’s 

education expenses
• + It gives parents the flexibility to use the funds for the parent’s retirement or child’s education
• - May require more legwork and planning
• - Requires proper withdrawals to avoid penalties and/or taxes 

• Consider contributing directly to Roth IRAs if your adjusted income is below IRS 
thresholds (MFJ: 2026 $242,000).

• If you must make traditional IRA contributions, consider backdoor Roth conversions. You 
would be subject to ordinary income tax on part to all of the conversion however. 

• Parent IRAs are not reported as assets on student loan applications and do not directly 
reduce student loan eligibility.

• IRA withdrawals prior to age 59.5 are 
• Not subject to the 10% penalty if used for the actual annual qualified education expenses

• Qualified expenses: tuition, fees, books, supplies, equipment and room & board (if the student is enrolled at least half 
time)

• Earnings growth above your contribution basis may be taxed at the parent’s ordinary income tax rate 
and reduce financial aid eligibility two years later however

• Traditional IRA account withdrawal usually taxed as ordinary income on pre-tax contributions and earnings 
• Roth IRA account withdrawal earnings are not subject to tax if the account is more than 5 years old and you are over 

age 59.5. Conversions and after tax contributions are often not subject to taxes. 
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Grandparent IRAs and Roth IRAs
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Grandparent Individual Retirement Accounts
• This tactic is focused on enabling grandparents to enjoy tax deferred growth and maintain control of the assets 

• You or your spouse must still be working (salary, wages, or self employment income) to contribute to IRAs and it makes 
more sense to consider this approach for funding education for 

• Younger grandparents (takes advantage of spousal IRA/Roth IRA inheritance), 
• Lower income grandparents (can make Roth IRA contributions and don’t have to consider Roth conversions)
• Chronically ill/disabled children or grandchildren beneficiaries (these beneficiaries can enjoy lifetime withdrawals) 
• Younger grandchildren (delays the 10 year non spouse non-minor beneficiary withdrawal window)

• Contribute to new individual retirement accounts on an after-tax or pre-tax basis while at least one of you is enjoying 
earned income (salary, wages, or self employment income)

• For 2026 the maximum contribution per person is $7,500 for individuals under age 50 and $8,600 for individuals over age 50 and 
earned income has to be equal to or exceed the contribution. 

• Make a Roth IRA contribution if your 2026 married filing jointly adjusted income is under $242,000
• If your married filing jointly annual adjusted income is over $252,000, you can only make contributions to a traditional individual retirement account 

on an after-tax basis. 
• If you make after tax contributions to a traditional IRA, consider immediate Roth conversions to avoid your own RMDs. You will pay ordinary income 

taxes on part to all of the conversion, however. 
• Consider naming your living spouse as the primary beneficiary and your grandchildren as a contingent beneficiary. You can change

your beneficiaries at any time.

• Invest the account with a long-term horizon in mind given your grandchildren’s ages.

• IRA’s generally don’t count as assets for student financial aid purposes

• Give to grandchildren using the annual gifting rules (up to $19,000 annually per spouse) and qualified transfer rules 
(pay directly for medical, legal and education expenses) while you are alive as appropriate. 
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Grandparent Individual Retirement Accounts
• Take RMDs as required while you are alive. 

• Take required minimum distributions related to these new traditional IRA accounts from your other 
IRAs while you are alive.

• If you have Roth IRAs, you do not have to take required minimum distributions while you would be 
subject to a 5 year holding period rule before taking qualified withdrawals 

• Upon your death the proceeds will go to
• Your surviving spouse if still he/she is still alive
• Your grandchildren as contingent beneficiaries if your spouse has died. 

• Your beneficiaries will take required minimum distributions 
• Spouse and chronically disabled/ill individuals will take RMDs as required over the rest of his/her life

• Traditional IRA yes 
• Roth IRA no if considered spousal rollover, tax free lifetime distributions for chronically disabled/ill individuals

• Non disabled/special needs children can take annual RMDs based on their own life expectancy until 
age of majority (usually age 21) and then must fully deplete the account within 10 years 

• You may be subject to a generation skipping tax if your estate is larger than the estate tax 
exemption (2026 $15,000,000 per person, $30,000,000 for a couple if you maximize 
estate planning) at the time the grandchildren receive the accounts at your death

• If you like want to pursue this education funding approach, consult a CPA to ensure our 
interpretation of tax laws is correct. 
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UTMAs and UGMAs  
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UTMAs and UGMAs
• Uniform Gift to Minors Act 

• The donor is required to make an irrevocable contribution to a UTMA or UGMA account 
• The donor can not change the donee thereafter
• Uniform Gift to Minors Act Account 

• UGMAs can invest in bank deposits, stocks, bonds, ETFs and mutual funds 
• Uniform Transfer to Minors Act Account

• UTMAs can invest in a wider variety of asset classes including real estate and physical collectibles

• A custodian is appointed and the donee minor is the beneficiary 
• Taxation of unearned income (interest, dividends and capital gains) may be subject to 

kiddie tax 
• Generally speaking for 2026 the first $1,350 is not subject to taxes, the next $1,350 is taxed at the 

child’s tax rate (2026 likely 0%, 15% or 20% for qualified dividends and long-term capital gains) and 
the remaining would be taxed at the parent’s tax rate 

• Withdrawals for the benefit of the minor are permitted prior to ages 18-21
• Withdrawals after the child reaches 18 to 21 can be made for any reason 
• The value of the UTMA/UGMA account is considered an asset of the student for financial 

aid eligibility purposes. This accounting can thus reduce a student’s ability to obtain 
financial aid. 

• At age 18 to 25 depending on the state the donee assumes ownership of the account
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Coverdell Education Accounts  
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Coverdell Education Accounts
• Contributions are after tax
• Earnings grow tax free
• Withdrawals are tax free if used for qualified education expenses 

• Tuition, fees, books, supplies, equipment, room and board, uniforms, and tutoring

• Investment options include stocks, bonds or mutual funds 
• Coverdell funds are generally owned by the beneficiary while the parent or guardian is 

named the “responsible individual” to manage the account
• These accounts are generally inferior to 529s due to

• Contribution limits 
• $2,000 per year, 
• Contributions must stop by age 18, 
• In 2026 donors must have adjusted gross income below $110,000 single and $220,000 married filing jointly, 

• Use limits – the Coverdell accounts must be used by age 30

• These accounts are generally superior to 529s for K-12 students because more expense 
categories are considered qualified expenses: uniforms, room & board and transportation
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Trusts
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Trusts
• +/-s of trusts

• + management of assets
• + avoids probate
• + credit protection 
• + potential estate tax savings 
• - can be expensive
• - can be cumbersome

• Implementation items
• Identify the type of trust you are using 
• Appoint trustee
• Make an irrevocable or revocable election 
• Identify income and remainder beneficiaries 
• Income and remainder beneficiaries would have to be identified 
• Identify how you will account for income tax liabilities and who will handle them 

• Trusts for Minors
• Section 2503b 

• May hold assets for the beneficiary’s lifetime but must distribute income annually 
• Section 2503c

• Allows income to accumulate but assets must be available to child when they turn age 21 

• Please contact an estate attorney if you would like to pursue this option
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Resources to Consider
• Financial aid

• Fafsa.gov
• Cssprofile.collegeboard.org
• Studentaid.gov
• Irs.gov

• 529 college savings plans
• Collegesavings.org
• Savingforcollege.com

• College preparation
• Collegeboard.org
• Collegeconfidential.com
• Act.org
• Petersons.com

• Grants and scholarships
• Goingmerry.com
• Fastweb.com
• Appily.com
• Bigfuture.com
• Scholarships.com
• Finaid.org
• Bold.org
• Sallie/com/scholarships
• Scholarshippowl.com
• Niche.com
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For more information

• Check out our website at:

www.candorassetadvisors.com

• We discuss where we see opportunities 
in stocks, fixed income and other asset 
classes in our investment strategy 
commentaries 

• Sign up to receive our insights by 
emailing us at:

• info@candorassetadvisors.com

• To schedule a conversation, use the 
following link:

• https://calendly.com/bhawes-
1/brief_conversation
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William E. Hawes, CFA, CFP®
512 522-8501

bhawes@candorassetadvisors.com

1250 Capital of Texas Highway South
Building 3, Suite 400
Austin, Texas 78746

www.candorassetadvisors.com

Investment advisory and financial planning services offered through Candor Asset Advisors, LLC, a registered investment advisor.
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Disclosures
• Investment advisory and financial planning services offered through Candor Asset Advisors, 

LLC, a registered investment advisor.
• For tax related advice please consult tax professional. This disclosure includes tax savings 

strategies, confirming account type contribution and withdrawal limits and rules, tax unit 
income limits, tax credits and deductions, etc..

• For estate planning advice please consult an attorney. This disclosure includes gifting 
strategies, creating and maintaining trusts, annual gifting caps, exceptions, etc.. 

• A 529 plan is a college savings plan that allows individuals to save for college on a tax-
advantaged basis. Every state offers at least one 529 plan. Before buying a 529 plan, you 
should inquire about the particular plan and its fees and expenses. You should also 
consider that certain states offer tax benefits and fee savings to in-state residents. Whether 
a state tax deduction and/or application fee savings are available depends on your state of 
residence. For tax advice, consult your tax professional. Non-qualifying distribution earnings 
prior to 2024 are taxable and subject to a 10% tax penalty. Beginning in 2024, unused 529 
plan funds may be rolled into a Roth IRA assuming the following conditions are met: 1) 
must have owned the 529 plan for 15 years, 2) can only convert funds that have been in the 
529 plan for at least 5 years, 3) rollover amount cannot exceed $35,000 and 4) rollovers 
must be made to a beneficiaries Roth IRA.

• Indices are unmanaged and investors cannot invest directly in an index. Unless otherwise 
noted, performance of indices does not account for any fees, commissions or other 
expenses that would be incurred.  Returns do not include reinvested dividends.
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Disclosures Continued
• The S&P 500 Index is a market capitalization–weighted index 

of 500 common stocks chosen for market size, liquidity, and 
industry group representation to represent US equities.

• The Consumer Price Index (CPI) is a measure of inflation 
compiled by the US Bureau of Labor Studies.

• Diversification does not eliminate the risk of experiencing 
investment losses.

• Financial plans are hypothetical in nature and intended to help 
you in making decisions on your financial future based on 
information that you have provided and reviewed. Assumptions 
need to be reviewed regularly.

• Candor Asset Advisors does not endorse or support the 
contents or opinions of third-party providers. 

• Candor Asset Advisors is not responsible for the content, 
privacy and security of a third-party website.


