Future Scholar Accounts in
South Carolina
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Future Scholar Frequently Asked Questions (FAQ)

Q: What is a 529 college savings plan?

A: Created under section 529 of the Internal Revenue Code (IRC) and sponsored by individual states, 529 plans are
tax-advantaged education savings accounts. These plans are superior to many other savings vehicles due to the tax
treatment of withdrawals when used for qualified educational expenses.

Q: Who can open an account and who can contribute?
A: Any legal U.S. resident can open and contribute to a 529 plan, regardless of income level. There are also no age
restrictions on beneficiaries—you can set up an account for a child, teenager, or even an adult.

Q: What can the money be used for?

A: Funds in a 529 plan can be used for qualified expenses, which include tuition, fees, room, board, books, supplies
and equipment required for enrollment in or attendance at an eligible higher education institution. Families may also
withdraw up to an aggregate of $10,000 a year per beneficiary tax free to cover K-12 tuition at public, private or
religious elementary or secondary schools; to pay for expenses required to participate in an apprenticeship program
registered and certified with the Secretary of Labor under Section 1 of the National Apprenticeship Act; and to pay up
to $10,000 in principal or interest on any qualified education loan for the designated beneficiary or his sibling.

Q: Can you use the money for out-of-state college expenses?

A: The money you save through a 529 plan can be used to pay qualified education expenses at any eligible higher
education institution in the United States, as well as some international schools. This includes two- and four-year
public and private colleges, graduate and professional programs and certain vocational-technical schools. A list of
eligible higher educational institutions can be found at savingforcollege.com.

Q: What happens is my child doesn’t go to college or gets a scholarship?

A: If your child decides not to attend college, the money you save can be transferred to a new beneficiary, as long as
he or she is a qualifying relative of the original beneficiary. If the account beneficiary receives a scholarship, the
account owner has the option of withdrawing up to the amount of the scholarship without federal penalty, and only
the earnings portion of the withdrawal would be subject to federal and possibly state income tax. Remaining funds
can be used for educational expenses not covered by the scholarship. You can also withdraw the funds at your
discretion, just keep in mind, the earnings portion of withdrawals that are not used on qualified expenses will be
subject to taxes as ordinary income and, in most cases, a 10% federal penalty.

Q: Is there a minimum amount | have to contribute to open a Future Scholar 529 Plan?
A: There is no minimum amount you need to invest to open a Future Scholar account, making it easier than ever to
start saving.
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