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3 Smart Ways to Save for College: Advice
from CPAs
Avoiding monumental debt loads and college tuition sticker shock may be possible
by saving early, planning ahead, and making smart choices. The Illinois CPA Society
suggests some options for covering education-related expenses down the road.
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A growing mountain of student debt is impacting more people than ever before.
Nationwide, around 45 million borrowers now owe more than $1.5 trillion in
student loans – the second highest consumer debt category behind mortgage debt.

Avoiding monumental debt loads and college tuition sticker shock may be possible
by saving early, planning ahead, and making smart choices. The Illinois CPA Society
suggests some options for covering education-related expenses down the road.

529 Education Savings Plans
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Also known as quali�ed tuition plans, 529s are tax-advantaged savings plans
sponsored by states, state agencies, or educational institutions and authorized by
Section 529 of the Internal Revenue Code to encourage education savings.
Contributions to an Illinois 529 plan by an individual of up to $10,000 per year or up
to $20,000 per year by a married couple �ling jointly, are deductible when
calculating state taxable income. There are two types of 529 plans:

Prepaid college tuition savings plans – These plans offer the option of pre-paying
all or part of an in-state public college education. Funds may be converted for use
at private and out-of-state colleges if a student chooses not to attend an in-state
public college.

De�ned contribution-type account balance plans – These plans are funded with
after-tax contributions. Funds in these 529 accounts grow on a tax-free basis,
much like in a Roth IRA, and withdrawals remain tax-free if used for quali�ed
education expenses.

UGMA & UTMA accounts
UGMA (Uniform Gift to Minors Act) and UTMA (Uniform Transfer to Minors Act) are
custodial accounts for children under 18. Transfers of funds, stocks or other �nancial
assets – often from parents and grandparents – can be made to UGMA and UTMA
accounts for minors. In both accounts, a portion of the capital gains is tax-free.
Funds can be used to pay higher education costs, but there are no restrictions on how
distributions may be used as long as they directly bene�t the child.

Grants and Scholarships
Both are sources of free �nancial aid to cover college or vocational school costs.
Grants, such as the federal government’s Pell Grant, are often based on need and
available depending on certain criteria, such as family income. Grants and
scholarships are also available through state governments, schools, and private or
not-for-pro�t organizations. More information is available from the U.S.
Department of Education.

In addition, scholarships and �nancial awards for Illinois college accounting
students are available through the Illinois CPA Society. Details are available on the
Illinois CPA Society’s scholarships page.

Education Loans

Hello. It looks like you’re using an ad blocker that may prevent our website from
working properly. To receive the best experience possible, please make sure any blockers
are switched off and refresh the page.

If you have any questions or need help you can email us

https://studentaid.ed.gov/sa/types/grants-scholarships?src=banner
https://www.icpas.org/future-cpa/college-students/scholarships
mailto:info@cpapracticeadvisor.com


Student loans are available through the federal government as well as private banks
and �nancial institutions. Government loans often feature lower interest rates and
�exible payback options. The �rst step in applying for a federal student loan is �lling
out the Free Application for Student Financial Aid (FAFSA) form, available at
www.fafsa.gov.

Trust a CPA to help with college savings

It’s easy to become confused when considering all the options for covering higher
education costs. Certi�ed public accountants (CPAs) have the expertise and
knowledge to help guide parents through the college savings landscape and
determine the best strategy for their student. The Illinois CPA Society has a free “Find
a CPA” online directory where you can easily locate a CPA near you with your
language preference.

The Illinois CPA Society, with more than 24,600 members, is one of the largest state
CPA societies in the nation. Our mission is dedicated to enhancing the value of the
CPA profession through the strategic initiatives of advocacy, information, education
and connections.
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