
Because it costs a lot to learn 
to reach your dreams



IMPORTANT TAX NOTICE: Any statements in this brochure concerning U.S. tax issues (i) are not offered as individual tax advice to 
any person, (ii) are provided as general information in connection with the marketing of the Future Scholar 529 College Savings
Plan, and (iii) are not provided or intended to be used, and cannot be used, by any taxpayer for the purpose of avoiding U.S. tax penal-
ties. Each taxpayer should seek advice based on the taxpayer’s particular circumstances from an independent tax advisor.

Please consider the investment objectives, risks, charges and expenses carefully before investing in the Future Scholar 529 College
Savings Plan. Contact your financial advisor or Columbia Management for a Program Description, which contains this and other 
important information. Read it carefully before investing. You should also consider, before investing, any tax or other benefits that may
be available exclusively to residents or their designated beneficiaries through your home state’s 529 plan. Columbia Management
Distributors, Inc., distributor and underwriter.

The Adviser Plan is sold exclusively through financial advisors, while the Direct Plan is sold directly by the Program. Participation in the Direct Plan is limited to a select group of investors, 
as described in the Program Description. The Direct Plan offers a more limited selection of investment choices than the Advisor Plan, and the fees and expenses are lower. Please refer to the
Program Description for more information.

The Office of the State Treasurer of South Carolina (the State Treasurer) administers the Program, and has selected Columbia Management Distributors, Inc. as Program Manager. Columbia
Management Distributors, Inc., certain affiliates and its parent company, are responsible for providing certain administrative, recordkeeping and investment services and for the marketing 
of the Program. Neither Columbia Management nor Columbia Management Distributors, Inc. are affiliated with the State Treasurer. 
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When it comes to planning for a child’s education, you 
have to be smart. Because it can cost a lot to finance a
dream. In fact, for nearly 20 years, college tuition and 
fees have increased at a rate substantially higher than 
the overall rate of inflation.1

As college costs continue to rise, now may be the best time
to consider the Future Scholar 529 College Savings Plan. 
As a qualified tuition savings plan under Section 529 of the
Internal Revenue Code, Future Scholar provides you with a
smarter way to plan for a child’s college education, offering
tax advantaged savings, flexibility, control and professional
investment management. When combined, these benefits
help make Future Scholar an attractive choice over many
other college savings vehicles.

If there’s a child or loved one in your life, you’ll want to do
everything you can to help make their dreams come true.
Read on and see why opening a Future Scholar account
may be your first step toward reaching that goal.

The Rising Cost of College Education2

1

Because it costs a lot to
learn to explore the oceans

Welcome to Future Scholar

1 Source: The College Board 2004-2005.
2 2004–2005 costs represent current estimates of average tuition, room and board, books and supplies and other costs for four-year public and private universities according to the “2003 Trends

in College Pricing” published by the College Board. Projected 2024–2025 costs assume a 5% annual increase in costs, a growth rate used by the College Board in the same publication.

 



Why Future Scholar?
Because you can benefit from significant tax advantages

Future Scholar is designed to make saving and investing for
college easier by providing you with tax advantages not
offered by other college savings vehicles. All of your Future

Scholar earnings grow exempt from federal income taxes so
they have the potential to accumulate faster than they would
in comparable taxable investments.

This chart shows the difference between

$1,000 invested in a taxable account, with

subsequent investments of $100 per month

over 18 years, versus the same investment 

in a tax-exempt account. This illustration

demonstrates the value of the potential tax-

exempt earnings in a 529 college savings

plan such as the Future Scholar 529 College

Savings Plan.

Tax-exempt

Taxable

Results will vary based on actual rates of return. This chart is for illustrative purposes only and is intended to help you understand the benefits of 
tax-exemption.

Assumptions: $1,000 initial investment with subsequent monthly investments of $100 for a period of 18 years; annual rate of return on investment of 
8% and no funds withdrawn during the time period specified; taxpayer is in the 30% federal tax bracket for all options at the time of contribution and
distribution; the lower maximum tax rate on capital gains and dividends would make the investment return for the taxable investment more favorable,
thereby reducing the difference in performance between the taxable and tax-exempt accounts shown in the illustration. Withdrawal of earnings not used 
for qualified higher education expenses will be subject to applicable federal and state income taxes and may be subject to an additional 10% federal
penalty. Illustration does not reflect the deduction of any fees or charges, and is not indicative of the actual performance of any product, including any
portfolio or combination of portfolios available through the Future Scholar 529 College Savings Plan, or any other 529 plan. 
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Because it costs a lot to
learn to write a bestseller

The Power of Tax-exempt Growth

2

Earnings in the account grow exempt from federal income taxes while invested



When you use the money in your Future Scholar account to
pay for qualified higher education expenses, you won’t pay
federal taxes on your withdrawals. That can mean more
money for college costs since taxes won’t be taking a

significant portion of what you’ve accumulated over the years.
Under a “sunset provision,” the federal tax exemption for
earnings on qualified withdrawals is scheduled to expire on
December 31, 2010, unless extended by Congress. 

Due to special provisions available only
with 529 college savings plans, you can
make contributions to a Future Scholar
account without incurring federal gift
taxes while at the same time reducing
your taxable estate. Through Future
Scholar:

n Parents, grandparents and other
relatives can contribute up to $11,000
per year ($22,000 for married couples)
per beneficiary without triggering
federal gift taxes.

n Contributions are considered completed
gifts and are excluded from your taxable
estate even though you as the account
owner maintain control of the assets in
the account. 

n You can take advantage of a special
forward gifting provision that allows you
to contribute up to $55,000 ($110,000 for
married couples) per beneficiary in a
single five-year period, gift-tax free, as
long as there are no further gifts to the
beneficiary in the same five-year period.

These advantages can be attractive if
you have multiple children or grand-
children. By making multiple gifts you
can remove significant assets from your
taxable estate while helping pay
education costs for your loved ones.

n Contributions between $11,000 and
$55,000 made in one year can be pro-
rated over a five-year period without
incurring gift taxes or reducing an

individual’s unified federal estate and
gift tax credit. If you contribute less
than the $55,000 maximum, additional
contributions can be made without
incurring federal gift taxes, up to a
prorated level of $11,000 per year. Gift
taxation may result if a contribution
exceeds the available annual gift tax
exclusion amount remaining for a given
beneficiary in the year of contribution.
For contributions between $11,000 and
$55,000 made in one year, if the account
owner dies before the end of the five-
year period, a prorated portion of the
contribution may be included in his or
her taxable estate. 

3

Pay no federal income taxes when you withdraw your money to pay for qualified higher education expenses

Favorable gift and estate tax benefits

Tax deductible contributions for South Carolina taxpayers

If you file a resident or non-resident South Carolina tax
return, you may be eligible to deduct your Future Scholar
contributions from your South Carolina state income tax
return, up to the maximum account balance limit of $277,000
or any lower limit under applicable law. When you withdraw
money to pay for qualified higher education expenses, you pay
no South Carolina state income tax on your withdrawals.

State tax treatment varies by state. For residents of states
other than South Carolina: Favorable state tax treatment for
investing in a Section 529 college savings plan may be
limited to investments in a Section 529 college savings plan
offered by your home state. You should consult with your tax
advisor about any state or local taxes before making any tax-
related decisions.



Why Future Scholar?
Because it gives you greater control and flexibility

Unlike traditional UGMA/UTMA accounts, where assets are
legally transferred to the beneficiary’s control upon reaching
age of majority, assets in a Future Scholar account remain in
the account owner’s control for the life of the account. This is
an important benefit that helps ensure that your investment
will be used as you intended.

And, if your child decides not to attend college, you have
choices. You can:

n change the beneficiary to another family member of the
original beneficiary, without penalty;

n leave the assets in the existing account for future use;

Assets in your Future Scholar account can be used to pay for
tuition, fees, room and board, books, computers and other
required supplies at any eligible educational institution in the

world. This includes public and private colleges, universities,
graduate schools, community colleges and most vocational 
and technical schools.

n or, make a non-qualified withdrawal from the account. 
Non-qualified withdrawals will be subject to a federally man-
dated 10 percent penalty on earnings. Additionally, any
earnings will be subject to any applicable federal and state
taxes at the account owner’s current tax rate.

If your child receives a scholarship, you have the option 
of leaving the assets in the account, changing the beneficiary
or withdrawing the assets. Withdrawals that do not exceed 
the amount of the scholarship are not subject to the 10 percent
federal penalty on earnings. Earnings on these withdrawals
will be subject to any applicable federal and state taxes.

4

Because it costs a lot to
learn to help people see

As the account owner, you are always in control of the assets in the account

Use your money at any eligible educational institution in the world
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Other benefits and features

n A $250 minimum initial investment makes it easy to open a Future Scholar account.

n Any U.S. citizen or resident alien can open a Future Scholar account, regardless of income level and anyone can be a
beneficiary, regardless of age.

n Unlike many other college savings vehicles, Future Scholar’s high contribution maximums allow your account to reach a
significant asset level giving you greater flexibility in meeting your college savings planning needs.

n Maximum account balance allowed for all account owners is currently $277,000 per beneficiary.

n Account balances can grow beyond the maximum limit as established by the South Carolina Office of State Treasurer.
However, once the market value reaches the maximum limit, contributions are no longer permitted. The maximum account
balance is subject to change.

n Contribute assets to your account over time by enrolling in the automatic contribution plan, which allows you to transfer
funds from your checking or savings account into your Future Scholar account.

n Establish the amount and frequency of investments to meet your own needs.

Note: Use of an automatic contribution program does not assure a profit nor guarantee against loss in declining markets. 
You should carefully consider your ability to continue to make contributions throughout changing economic and 
market conditions. 

At futurescholar.com, you’ll have access to a variety of on-line planning tools such as the 
College Tuition Finder and the College Planner.
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Because it costs a lot to
learn to build a skyscraper

Why Future Scholar?
Because you have a choice

The Automatic Allocation Choice allows
you to follow an investment strategy
that varies based on the age of the child,
or in the case of the years to enrollment
option, based on the number of years
remaining before the beneficiary is
expected to enroll in college. As the
child ages, or as enrollment in college
draws near, the mix of investments in
your account automatically shifts from
more aggressive equities to more
conservative fixed-income and money
market instruments.

The Future Scholar 529 College Savings Plan offers a variety 
of investment choices to meet your needs. Please refer to the
Portfolio Construction brochure in the back pocket for details.

You can also choose among six asset
allocation portfolios, each offering a
distinct investment objective ranging
from aggressive to more conservative,
allowing you to help build a strategy
best suited to your investment needs.
Unlike the Automatic Allocation Choice,
your investment in an individual
allocation portfolio will remain constant
unless you instruct Future Scholar to
change it.

Lets you build your own allocation 
by allowing you to select among
portfolios that invest in single
underlying mutual funds whose
investments range from conservative
bonds to more aggressive equities.

1: Automatic Allocation Choice 2: Asset Allocation Choice 3: Single Fund Choice

Note: For complete information on asset allocation ranges, permissible investment strategies, and special risks that may be associated with
the underlying mutual funds, see the Program Description.
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Assets in each Future Scholar portfolio are invested in
underlying mutual funds offered through a family of funds
from Columbia Management or in the case of the Stable
Capital Portfolio through Transamerica Life Insurance and
Annuity Company. The individual underlying mutual funds 
are managed by a carefully selected roster of some of the
industry’s leading money managers. The roster includes:

n Causeway Capital Management, LLC

n Marsico Capital Management, LLC

n Columbia Management Advisors, LLC

n MacKay Shields, LLC

n Columbia Wanger Asset Management, LLC

n Transamerica Life Insurance and Annuity Company

Columbia Management Advisors, LLC is an SEC-regulated
investment advisor, wholly-owned subsidiary of Bank of
America Corporation.

MacKay Shields, LLC and Causeway Capital Management, LLC
are independent, SEC-registered investment advisors, and sub-
advise investment choices available through the Future Scholar
529 College Savings Plan.

Columbia Wanger Asset Management, LP, and Marsico Capital
Management, LLC are SEC-registered investment advisors
and wholly owned subsidiaries of Bank of America, N.A.

The Stable Capital Portfolio invests in funding agreements or
similar instruments issued by Transamerica Life Insurance
and Annuity Company. Although the issuer seeks to preserve
the value of the investment at a fixed share price, it is possible
to lose money by investing in the security.

Underlying Investments
The benefit of professional investment management

All Future Scholar investments, with the exception of the Stable Capital Portfolio, are direct purchases of a municipal fund security issued by
the State of South Carolina. Columbia Funds represent underlying mutual fund investments.

Note: Account owners do not have direct interests in the underlying mutual funds held by a portfolio.

Please remember there’s always the potential of losing money when you invest in securities.



Future Scholar 529 
College Savings Plan

Tax-exempt when used for qualified higher
education expenses. Under a “sunset provision,”
the federal tax exemption for earnings on
qualified withdrawals is scheduled to expire on
December 31, 2010, unless extended by Congress.

None

Contribute until the aggregate value of all
accounts held for the same beneficiary 
reaches $277,0001

Account owner retains control of assets and 
can choose to change the account beneficiary 
or revoke the assets through a nonqualified 
withdrawal

Can be changed to a qualified family member 
of the current beneficiary without adverse 
federal tax consequences

Assets are revocable2 (see below for treatment 
of nonqualified distributions)

Multiple investment options, from conservative 
to aggressive, including both asset allocation 
and customized portfolio options

Earnings withdrawn subject to federal and state
income tax and a 10% federal penalty tax

Account assets are removed from account 
owner’s taxable estate

Treated as assets of account owner, not the
beneficiary (if the parent is account owner,
assessed at 5.64% maximum)

Gifts of up to $55,000 ($110,000 for married
couples filing jointly) qualify for federal gift tax
exclusion, provided no other gifts are given 
to the beneficiary over the ensuing five years. 
In the event that the donor does not survive the
ensuing five years, a prorated amount will revert
back to the donor’s taxable estate.

UGMA/UTMA

Taxable

None

None

Custodian controls the assets 
until the beneficiary reaches 
the age of majority

No

Assets are irrevocable

Can include any tangible 
asset or registered security

Not applicable

Assets are removed from 
donor’s estate if donor does 
not act as custodian

Assets considered to be stu-
dent’s (where student is the
beneficiary); assessed at 35%

Qualifies for the annual 
$11,000 gift tax exclusion

EE or I
Savings Bonds

Tax exempt to the extent quali-
fied higher education expenses
exceed the redemption amount

Yes. Tax exclusion above phased
out for taxpayers above certain
adjusted gross income levels.

None

Registered owner controls
assets

Yes

Assets are revocable (see 
below for treatment of 
nonqualified withdrawals)

EE bonds

Loss of exclusion from federal
income tax if not used for quali-
fied higher education expenses

None

Assets considered to be 
student’s (where student is the
owner); assessed at 35%

Qualifies for the annual $11,000
gift tax exclusion

1 This limit includes all 529 savings plan accounts held through the State of South Carolina. Although no additional contributions will be accepted when your
account value reaches this maximum, your earnings may continue to accumulate beyond this maximum based on the performance of the investment option 
you choose.

Federal taxation of
account earnings

Income limits

Maximum 
account balance

Control of assets

Ability to change
beneficiaries

Revocability 
of assets

Investment
options

Penalty for 
nonqualified
withdrawals

Estate planning
benefits

Impact on federal
needs-based
student aid

Federal tax
treatment

College Savings Plan Comparisons
Future Scholar 529 College Savings Plan vs. other investment vehicles
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Coverdell Education Savings 
Account (formerly Education IRA)

Tax exempt when used for qualified education
expenses (including primary, until 2010, and 
secondary education expenses)

Tax exemption phases out at $110,000 for 
single filers and $220,000 for joint filers

Limited by $2,000 annual contribution limit

Controlled by the responsible individual named 
on the account, but must be used for the benefit 
of the named minor. Assets will be transferred to
the beneficiary at age 30

Change be changed to a member of the family 
of the current beneficiary if the right to do so is
established when the account is opened

Assets must be used for the beneficiary. Any
remaining balance will be transferred to the
beneficiary at age 30, subject to taxes and penalty

May invest in any security with the exception of
life insurance contracts

Earnings withdrawn subject to federal and
possibly state income tax and a 10% penalty

Assets are generally removed from donor’s estate

Treated as assets of the account owner, not 
the beneficiary (if the parent is account owner,
assessed at 5.64% maximum)

Qualifies for the annual $11,000 gift tax exclusion

Qualified Prepaid
Tuition Plan

Tax exempt when used for qualified higher 
education expenses at designated institutions

Varies by state

Varies by state

Account owner controls assets

Can be changed to a qualified member of the
family of the current beneficiary without adverse
federal tax consequences

Assets are revocable(see below for treatment of
nonqualified distributions)

Varies by plan

Subject to federal and possibly state income 
tax and a 10% penalty on earnings

Contributions are generally removed from the
account owner’s estate

Withdrawals reduce eligibility dollar-
for-dollar

Gifts of up to 55,000 ($110,000 for married 
couples filing jointly) qualify for federal gift tax
exclusion, provided no other gifts are given to
the beneficiary over the ensuing five years. 
In the event that the donor does not survive the
ensuing five years, a prorated amount will revert
back to the donor’s taxable estate.

Regular Investment 
Account

Taxable

None

None

Account owner 
controls assets

Yes

Account owner has
discretion over assets

Can invest in any 
registered security

Not applicable

None

Assets in parent’s 
name assessed at 
5.64% maximum

Qualifies for the 
annual $11,000 gift 
tax exclusion

2 Not applicable for accounts opened under an UGMA/UTMA registration.

9
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Q: Who is eligible to open an account?

The Future Scholar 529 College Savings Plan is open to any
U.S. citizen or resident alien who has a valid Social Security
number or taxpayer identification number. You must have a
valid residential address that is not a post office box. The
person on whose behalf you’re opening the account (the
beneficiary) must also be a U.S. citizen or resident alien with 
a valid Social Security number or taxpayer identification
number. There are no income restrictions or state residency
requirements.

Q: Who can be the beneficiary of my 529 plan account?

You can save for a child, grandchild, niece, nephew, friend —
even yourself. Additionally, you may change your beneficiary
or transfer a portion of the assets to an eligible member of 
the family of the original beneficiary at any time.

Q: Can I change the beneficiary on my account?

Yes, you may change the beneficiary on your account at any
time. However, to make the transfer income-tax free, the new
beneficiary must be a member of the family of the original
beneficiary. Please see the enclosed Program Description for
more complete information.

Q & A
Quick answers to some frequently asked questions

Eligibility

Beneficiary

Q: Can my plan beneficiary attend college anywhere?

Yes. Qualified withdrawals that are used to pay for tuition,
fees, room and board, books, supplies, and equipment
required for enrollment or attendance, can be used at any
eligible educational institution. A list of eligible educational
institutions can be found at www.fafsa.ed.gov.

Q: What is the maximum I can invest?

The current maximum you can invest in a Future Scholar
account for any one beneficiary is $277,000. This maximum
may change to reflect the increasing cost of higher education.

Q: Who is included in the Internal Revenue Code’s 
definition of a “Member of the Family”?

A “Member of the Family” of the beneficiary is currently
defined for purposes of Section 529 as any person related to
the beneficiary as follows:

n Father, mother, or an ancestor of either

n Son, daughter, or a descendant of either

n Stepfather or stepmother

n Stepson or stepdaughter

n Brother, sister, stepbrother, or stepsister

n Brother or sister of the father or mother

n Brother-in-law, sister-in-law, son-in-law, daughter-in-law,
father-in-law, or mother-in-law

n Son or daughter of a brother or sister

n Spouse of the Beneficiary or any of the individuals mentioned
above; and

n First cousin

A legally adopted child of an individual is to be treated as the
child of such individual by blood, and a half-brother or half-
sister is treated as a brother or sister.
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Withdrawals

Q: What happens if my child decides not to attend college?

If your child decides not to attend college, you can:

n change the beneficiary without penalty provided that the 
new beneficiary is a member of the family of the original
beneficiary. Please see the enclosed Program Description for
more complete information on the definition of “member of 
the family;”

n leave the assets in the existing account for future use;

n or, make a non-qualified withdrawal from the account 
which will be subject to a federally mandated 10% federal
penalty on earnings. Additionally, any earnings will be taxed 
at the account owner’s current tax rate.

Q: What if my child receives a scholarship?

If your child receives a scholarship, you have the option of
leaving the assets in the account, changing the beneficiary or
withdrawing the assets. Withdrawals that do not exceed the
amount of the scholarship are not subject to the 10% federal
penalty on earnings. Earnings on these withdrawals will be
subject to any applicable federal and state taxes at the
account owner’s current tax rate.

Q: What if I need to use money in my account for non-higher
education purposes?

You can withdraw funds from your account at any time.
However, if the funds are not used to pay for qualified higher
education expenses, earnings will be taxed as ordinary 
income at your income tax rate. In addition, there is a
federally mandated 10% penalty tax on earnings for making 
a non-qualified withdrawal. Withdrawals may also be subject
to state income taxation. See your tax advisor for 
additional information.

Q: What expenses are considered “qualified” under the plan?

As defined by the Internal Revenue Code (IRC), qualified
higher education expenses currently include tuition, fees,
room and board, books, supplies and equipment required for
enrollment in or attendance at an eligible educational
institution. Eligible educational institutions include two-year
and four-year public and private universities, graduate and
professional programs, and even some vocational programs. 
A list of eligible educational institutions can be found at
www.fafsa.ed.gov.

Rollovers

Q: Can I transfer my UGMA/UTMA account into a 529 plan? 

You may use money from a Uniform Gifts/Transfers to Minors
(UGMA/UTMA) account to open an account in Future
Scholar’s 529 College Savings Plan, but keep in mind that you
may incur capital gains taxes from the sale of the assets
currently held in the UGMA/UTMA account. 

Since any money gifted to a child in an UGMA/UTMA account
is irrevocable, the 529 should be opened as a separate
“UGMA/UTMA 529” account. You should consider opening a
separate 529 account for the same child if you wish to make
additional contributions of non-UGMA/UTMA money. Any
money that you contribute to the “UGMA/UTMA 529”
account will be considered owned by the child and you will not
be able to change the beneficiary of this account.

Q: Can I roll my existing Coverdell Education Savings
Account (Education IRA) into a 529 plan account?

Yes, subject to restrictions. Because 529 plan accounts 
accept only cash contributions, assets in a Coverdell account
must be liquidated to accomplish the transfer. Taking a
distribution from your Coverdell account to invest in a 
529 plan is considered a qualified withdrawal, and is not a
taxable event for federal tax purposes. See your tax advisor
for additional information.
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Why Future Scholar?
Because we make it easy to get started

Because it costs a lot to 
learn to reach the moon

n Carefully read the brochure and accompanying Portfolio Construction and
Program Description.

n Read and complete the enclosed Future Scholar Account Application form.

n Mail your application, any other required forms (as identified in your
application), and payment for initial contribution to:

Future Scholar 529 
College Savings Plan
P.O. Box 9782 
Providence, RI 02940-9782

Just follow these easy steps to start your college savings program:

Visit our web site for more information including:

n On-line planning tools

n Access to account information

n Forms and applications

www.futurescholar.com





Columbia Management is the primary investment management division of Bank of America Corporation. Columbia Management entities 
furnish investment management services and advise institutional and mutual fund portfolios. The Future Scholar College Savings Plan and
Columbia Funds are distributed by Columbia Management Distributors, Inc., member NASD, SIPC. Columbia Management Distributors,
Inc., is part of Columbia Management and an affiliate of Bank of America Corporation.

Neither Columbia Management nor Columbia Management Distributors, Inc. provide tax advice. Please consult your tax advisor before
making tax-related decisions.

Future Scholar is a service mark of the South Carolina Office of State Treasurer.
©2005 South Carolina Office of State Treasurer.
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