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The Value of a College Education

According to The College Board's annual report, Trends in College Pricing 2003-
2004, median annual income for bachelor's degree recipients is 60 percent higher
than median income for those with only a high school diploma. Over a lifetime that

difference exceeds $1,000,000.

While a college education can be expensive, it is clearly an investment that will pay

off in the long run.

Average Annual College Costs

Public 4 Year University . . . $10,636
Private 4 Year University . . . $26,854

Annual costs are for 2003 in-state students and

include tuition, fees, books, supplies, room & board,

and other miscellaneous costs.

Source: 2003 College Cost and Financial Aid
Handbook

10 Year Inflation Rates

8.7%

4.9%

"College"
Inflation Rate

Average
Inflation Rate

As a rule of thumb, college costs
double about every eight years!

College is Expensive

The U.S. Department of Education estimates that slightly more than one-quarter
of fulltime undergraduate students live on campus. According to The College
Board, the average in-state tuition costs for 2003-2004 were $4,694 and $19,710
per year for four-year public and private universities, respectively.

Room and board charges averaged $5,942 for public and $7,144 for private
universities. These are real costs that should be looked at carefully when
preparing to set aside funds for college.

And The Costs Are Increasing

College tuition and fees in the United States experienced an average annual
inflation rate of 8.7% over the past 20 years, according to Department of Labor
statistics.

That's 3.8 percent more than the average annual inflation rate of 4.9% during that
same period.

The sooner you save, the better

Often times, because it seems far off in the future, little thought is given as to
how to save and plan financially for a college education. However, it is much
easier to save while the child is growing up and pay for college from our savings
than to attempt to pay for college as the expenses are incurred, out of income.

In addition, advance planning can often provide significant income tax benefits
which may not be available if you postpone saving.
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Your Current Situation:

Accumulation planning makes your goals specific and tries to fund them using the most cost effective method of saving
and taxation of income available to you. If you have a plan, your long-term goals are much more likely to be met.

By looking at the numbers, future plans become more real and significant cost savings methods may be found to save you
money. Significant tax savings may also be available through proper planning.

You have indicated the following goals, objectives and assumptions:

Dependent Funding Information

Age Starting Years Annual Cost $ Already
Dependent's Name Current Age College Attending (current) Saved % You Pay
martha 10 18 4 $10,000 $500 100%
spencer 9 18 4 $10,000 $500 100%
mary 7 18 4 $10,000 $500 100%
Marginal Tax Rate (combined fed and state)": 25.0%
College Cost Inflation Rate: 5.0%
Annual Increase in Contributions: 0.0%
Before-Tax Investment Return: 8.0%
Impact of Inflation: College Costs Without College Costs At 5.0%
Inflation Inflation
First Year Cumulative First Year Cumulative
Cost Cost Cost Cost

As you can see, there is a martha $10,000 $40,000 $14,775 $65,272
dramatic difference between spencer $10,000 $40,000 $15,513 $68,536
what college would cost today, mary $10,000 $40,000 $17,103 $75,561
and what it will cost in the
future.

College Costs Without Inflation . . . $120,000

College Costs At 5.0% Inflation . .. $209,369

Accumulation planning makes your goals specific and tries to fund them using the most cost effective method of saving
and taxation of income available to you.

If you have a plan, your long-term goals are much more likely to be met.
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ANNUAL INFLATED COST OF EDUCATION FUNDING
BY DEPENDENT

Summary of Costs

The following chart and table
illustrate the estimated actual cost
of your education funding goals.

$209,369

- l

[ ive Cost [of ive Cost With
Without Inflation 5.0% Inflation

1 2 3 4 65 6 7 8 9 10 11 12 13 14 15 16

OOl rmortha | spencer | many |

1 -

0N O~ WN
1

9 7,387 7,387
10 15,513 7,757 23,270
11 16,289 16,289 32,578
12 17,103 17,103 8,552 42,758
13 8,979 17,959 17,959 44,896
14 9,428 18,856 28,285
15 19,799 19,799
16 10,395 10,395
17 -
18 -
19 -
20 -
21 -
22 -
23 -
24 -
25 -
26 -
27 -
28 -
29 -
30 -
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Results & Recommendations

There are several savings and investment strategies that can help you accrue money for college, lowering the total cost of
your funding goals. The sooner you begin to accumulate assets for your goals, the less your "out-of-pocket" cost will be.

Below are some savings ideas that my help you better prepare for the task of funding your children's college educations.

The Choice is Yours . ..

Save Annually

Invest a Lump Sum Today

Tax-Advantaged

Tax-Advantaged

Dependent Name Pay As You Go Taxable Saving 529 Plan Taxable Saving 529 Plan
martha 65,272 3,824 3,479 35,885 29,698
spencer 68,536 3,607 3,241 35,542 28,859
mary 75,561 3,255 2,851 34,865 27,250

$209,369 $10,686 $9,571 $106,292 $85,807

The Choice is Yours!

o Pay As You Go: The most expensive way to pay for your dependent needs is to simply wait $209,369
for the bills to start rolling in, then paying them out-of-pocket.

®  Save Annually - Taxable Account: By setting aside funds each year beginning now you $10,686
can take advantage of earning interest, saving you money in the long run.

© Save Annually - Tax Advantaged: In addition to setting aside funds on an annual basis $9,571
you may want to consider saving into a tax-advantaged account such as a Section 529 plan.

4] Invest a Lump Sum - Taxable Account: You can further reduce the cost of paying for $106,292
your dependent goals by setting aside a lump sum today.

6 Invest a Lump Sum - Tax Advantaged: The least expensive means of paying for your $85,807
dependent goals is to save a lump sum in a tax advantaged account.

1

Taxable Saving Tax-Advantaged 529
Plan

Monthly Saving Funding Alternatives "Lump Sum” Funding Alternatives

1]

Taxable Saving Tax-Advantaged 529

Plan
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Details of Monthly Saving Alternatives

Monthly Saving Monthly Saving
TAXABLE TAX ADVANTAGED 529 PLAN

Beginnin, . Less Equals End Beginnin, . Less Equals End
Bilanceg Plus Savings Withdrawals Plus Interest (Elialance Bilanceg Plus Savings Withdrawals Plus Interest (Elialance

$1,500 $10,686 $0 $731 $12,917 1 $1,500 $9,571 $0 $886 $11,957

12,917 10,686 0 1,416 25,020 2 11,957 9,571 0 1,722 23,250

25,020 10,686 0 2,142 37,848 3 23,250 9,571 0 2,626 35,446

37,848 10,686 0 2,912 51,446 4 35,446 9,571 0 3,601 48,618

51,446 10,686 0 3,728 65,860 5 48,618 9,571 0 4,655 62,845

65,860 10,686 0 4,593 81,139 6 62,845 9,571 0 5,793 78,209

81,139 10,686 0 5,510 97,335 7 78,209 9,571 0 7,022 94,802

97,335 10,686 0 6,481 114,503 8 94,802 9,571 0 8,350 112,723

114,503 10,686 7,387 7,068 124,870 9 112,723 9,571 7,387 9,193 124,099

124,870 10,686 23,270 6,737 119,023 10 124,099 9,571 23,270 8,832 119,232

119,023 10,686 32,578 5,828 102,959 11 119,232 9,571 32,578 7,698 103,923

102,959 10,686 42,758 4,253 75,140 12 103,923 9,571 42,758 5,659 76,394

75,140 10,686 44,896 2,456 43,385 13 76,394 9,571 44,896 3,285 44,354

43,385 6,862 28,285 1,318 23,280 14 44,354 6,092 28,285 1,773 23,934

23,280 3,255 19,799 404 7,140 15 23,934 2,851 19,799 559 7,544

7,140 3,255 10,395 0 0 16 7,544 2,851 10,395 0 0

0 0 0 0 0 17 0 0 0 0 0

0 0 0 0 0 18 0 0 0 0 0

0 0 0 0 0 19 0 0 0 0 0

0 0 0 0 0 20 0 0 0 0 0

0 0 0 0 0 21 0 0 0 0 0

0 0 0 0 0 22 0 0 0 0 0

0 0 0 0 0 23 0 0 0 0 0

0 0 0 0 0 24 0 0 0 0 0

0 0 0 0 0 25 0 0 0 0 0

0 0 0 0 0 26 0 0 0 0 0

0 0 0 0 0 27 0 0 0 0 0

0 0 0 0 0 28 0 0 0 0 0

0 0 0 0 0 29 0 0 0 0 0

0 0 0 0 0 30 0 0 0 0 0
$50,000 $50,000
$45,000 $45,000
$40,000 $40,000
$35,000 $35,000
$30,000 $30,000
$25,000 $25,000
$20,000 $20,000
$15,000 $15,000
$10,000 $10,000
$5,000 $5,000

12 3 4 5 6 7 8 9 10 1 12 13 14 15 16 12 3 4 5 6 7 8 9 10 11 12 13 14 15 16
= Funding Goals === Recommended Saving I Funding Goals *™====Recommended Saving
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Details of Lump Sum Saving Alternatives

Monthly Saving Monthly Saving
TAXABLE TAX ADVANTAGED 529 PLAN

Beginnin, Less . Equals End Beginnin, Less . Equals End
Bilanceg Withdrawals Plus Savings| Plus Interest (ll?»alance Bilanceg Withdrawals Plus Savings| Plus Interest (ll?»alance
$1,500 $0 $106,292 $6,468 $114,259 1 $1,500 $0 $85,807 $6,985 $94,292
114,259 0 6,856 121,115 2 94,292 0 7,543 101,835
121,115 0 7,267 128,382 3 101,835 0 8,147 109,982
128,382 0 7,703 136,085 4 109,982 0 8,799 118,780
136,085 0 8,165 144,250 5 118,780 0 9,502 128,283
144,250 0 8,655 152,905 6 128,283 0 10,263 138,545
152,905 0 9,174 162,079 7 138,545 0 11,084 149,629
162,079 0 9,725 171,804 8 149,629 0 11,970 161,599
171,804 7,387 9,865 174,282 9 161,599 7,387 12,337 166,549
174,282 23,270 9,061 160,073 10 166,549 23,270 11,462 154,741
160,073 32,578 7,650 135,144 11 154,741 32,578 9,773 131,937
135,144 42,758 5,543 97,929 12 131,937 42,758 7,134 96,312
97,929 44,896 3,182 56,215 13 96,312 44,896 4,113 55,529
56,215 28,285 1,676 29,606 14 55,529 28,285 2,180 29,424
29,606 19,799 588 10,395 15 29,424 19,799 770 10,395
10,395 10,395 0 0 16 10,395 10,395 0 0
0 0 0 17 0 0 0 0
0 0 0 0 18 0 0 0 0
0 0 0 0 19 0 0 0 0
0 0 0 0 20 0 0 0 0
0 0 0 0 21 0 0 0 0
0 0 0 0 22 0 0 0 0
0 0 0 0 23 0 0 0 0
0 0 0 0 24 0 0 0 0
0 0 0 0 25 0 0 0 0
0 0 0 0 26 0 0 0 0
0 0 0 0 27 0 0 0 0
0 0 0 0 28 0 0 0 0
0 0 0 0 29 0 0 0 0
0 0 0 0 30 0 0 0 0
$200,000 $180,000
$180,000 $160,000 A
$160,000 $140,000
$140,000 $120,000
§120000 $100,000 /
$100,000
$80,000 $80,000
$60,000 \ $60,000
$40,000 $40,000
$20,000 $20,000
5 $-
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16
E= Funding Goals === Account Balance I Funding Goals === Account Balance
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