
College SavingS Program

ToDaY He reaDS HiS firST book.
Tomorrow He’ll wriTe HiS THeSiS.



ToDaY SHe SwingS THrougH THe PlaYgrounD. 
Tomorrow SHe’ll Soar THrougH College.

Consider the Program’s investment objectives, risks, charges and expenses before investing. 
The program disclosure statement, at www.scholars-choice.com, contains more information that 
should be read carefully before investing. If you or your beneficiary are not Colorado taxpayers, 
consider before investing whether your or the beneficiary’s home state offers a 529 Plan that 
provides state tax and other benefits only available to investments in that plan.
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attractive Tax and 
estate Planning benefits
n	 Account	balances	grow	free	from	federal	income	

taxes	while	in	the	account.

n	 All	withdrawals	applied	to	qualified	higher	education	
expenses—such	as	tuition,	room,	board,	books	and	
required	supplies—are	federal	income	tax-free.	

n	 Account	owners	benefit	from	a	high	contribution	limit.

n	 Account	contributions	are	considered	completed	gifts	
and,	in	general,	will	be	excluded	from	your	federal	
taxable	estate.

n	 With	the	special	gift	tax	election,	contributions	can	
be	made	up	to	$60,000	($120,000	per	couple)	per	
beneficiary	in	a	single	year	without	incurring	federal	
gift	tax.

flexibility and Control
n	 Any	U.S.	resident	can	open	an	account	for	the	

benefit	of	anyone,	including	themselves,	regardless		
of	income	or	age.

n	 Account	owners	maintain	control	of	the	account.

n	 Beneficiaries	may	be	changed	to	another	qualified	
family	member	of	the	beneficiary	without	penalty.

n	 Account	balances	can	be	used	nationwide	at	any	
eligible	public	or	private	college,	university,	graduate	
school,	community	college	or	vocational	school.

important Considerations
Non-Qualified Withdrawals	The	earnings	portion	of	a
non-qualified	withdrawal	is	subject	to	federal	income	
taxes,	applicable	state	income	tax,	and	an	additional		
10%	federal	tax.

Gift and Estate Taxes	Contributions	between	$12,000	
and	$60,000	($24,000	and	$120,000	per	couple)	made	in	
one	year	can	be	prorated	over	a	five-year	period	without	
incurring	federal	gift	taxes	or	reducing	your	unified	estate	
and	gift	tax	credit.	If	the	account	owner	dies	before	the	
end	of	the	five-year	period,	a	prorated	portion	of	the	
contribution	will	be	included	in	his	or	her	taxable	estate.	
If	you	contribute	less	than	the	$60,000	maximum,	
additional	contributions	can	be	made	without	incurring	
federal	gift	taxes,	up	to	a	prorated	level	of	$12,000	per	
year.	Federal	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.		
Please	consult	a	qualified	tax	advisor	for	more	information.

inveST in Your CHilD’S fuTure ToDaY
One	day	they	enter	the	world,	and	the	next		
day	they’re	ready	to	conquer	the	world.	That’s		
why	it’s	never	too	early	to	begin	planning	for		
their	future.	Scholars	Choice1	offers	families	
nationwide	an	easy	way	to	help	make	their	
dreams	for	tomorrow	come	true,	with	valuable	
tax	advantages,	flexibility	and	professional	
management.

SCHolarS CHoiCe®   

College SavingS Program

1 Scholars Choice is a 529 college savings program administered and issued by Colorado’s CollegeInvest.
2 Source: Legg Mason Investor Services, LLC. Savings results are based on a $100,000 lump-sum investment, growing at a hypothetical 7% compounded annual rate of return. The taxable 

results assume an annual federal tax rate of 28% and the earnings on the taxable account are taxed annually. Both results assume no deduction of fees and that no withdrawals are  
made. This hypothetical example does not take state and local taxes into account and assumes any withdrawals from the tax-free account would be used for qualified higher education  
expenses. Your investment will vary and may perform better or worse than these examples, which are for illustrative purposes only and does not represent any specific investment.

The Power of Tax-free growth - a Hypothetical example2
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wHaT makeS SCHolarS CHoiCe a greaT CHoiCe

Smart Portfolio Construction
At	Legg	Mason,	our	portfolio	construction	is	based	on	
simulating	thousands	of	possible	risk	and	return	scenarios	
and	forecasts	over	multiple,	hypothetical,	future	time	
periods.	We	believe	our	thorough	and	sophisticated	
approach	helps	produce	stronger	portfolio	options	for		
you	and	your	children.

Careful manager Selection
We	have	a	history	of	choosing	strong	managers.	At		
Legg	Mason,	we	handpick	portfolio	managers	based		
upon	meticulous	screening,	including	in	depth	reviews		
of	process,	performance	and	people.

vigilant Portfolio monitoring
Responsible	management	of	your	money	requires		
ongoing	due	diligence.	At	Legg	Mason,	we	continually	
monitor	managers	and	underlying	fund	performance,	
ensuring	trades	are	handled	correctly	and	asset	weights	
are	properly	maintained.

industry ratings
Our	highly	rated	plan	is	another	reason	to	invest	in	
Scholars	Choice.	Morningstar	rated	the	plan	among		
the	best	college	savings	plans	three	years	running1.	
Savingforcollege.com	has	awarded	Scholars	Choice		
with	4 ½	caps	out	of	5	for	in-state	Colorado	residents;		
and	4	caps	for	out-of-state	residents2.

Your inveSTmenT oPTionS
automatic allocations
Free	yourself	from	adjusting	your	allocation,	with	the	Age-Based	or	the	Years	to	Enrollment	options.	With	either	
option,	for	as	long	as	you	choose	to	remain	invested,	we	adjust	your	asset	allocation	for	you,	according	to	a		
predetermined	schedule.	As	the	child	grows	older	or	enrollment	gets	closer,	your	assets	automatically	move	through	a	
series	of	portfolios.	These	portfolios	gradually	adjust	from	more	aggressive	allocations	(made	up	of	mostly	equities)	to	
more	conservative	allocations	(made	up	of	mostly	fixed	income).

age-baSeD oPTion

YearS To enrollmenT oPTion

AGE 13–15

4–6 YEARS

AGE 10–12

7–9 YEARS 

AGE 7–9

10–12 YEARS 

AGE 0–3 AGE 4–6 AGE 19 ANd UpAGE 16–18

EqUITY FIXEd INCOmE mONEY mARkET

1–3 YEARS LESS ThAN 
ONE YEAR

MORE AGGRESSIVE MORE CONSERVATIVE
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Investments in Scholars Choice are market based and may go up and down in value.
1 An analysis prepared and based on the opinions and judgments of Morningstar, an independent investment research company. Morningstar analysts evaluated: 83 529 College 

Savings Plans-(34 advisor-sold, 46 direct-sold, 3 advisor and direct-sold) in 2007; 89 plans (26 advisor-sold plans, 63 direct-sold) in 2006; and 81 plans (33 advisor-sold, 45 direct-sold, 
3 advisor and direct sold plans) in 2005. Morningstar evaluated each plan and its underlying investments based on the following factors as of 12/31 of 2006, 2005, and 2004: costs, 
quality of underlying investments, and flexibility of investment options. Additionally, in 2005, asset allocation and portfolio construction were factored and in 2006, clarity of PDS, 
diversification and asset allocation were factored. For each plan and its underlying investments that were evaluated, Morningstar assigned a relative grade (e.g., good, average, poor) 
for each factor. By analyzing and combining the factor grades, the Morningstar analysts determined what they thought were the “best” and “worst” 529 plans. Out of the plans  
evaluated by Morningstar, Colorado’s Scholars Choice Plan was identified as being among the top five plans (the “best” list) in 2007, and among the top three in advisor-sold plans  
in 2006 and 2005. (Source: Morningstar, www.morningstar.com, March 2007, February 2006 and 2005.)

2 The “5-Cap Ratings” represent the overall usefulness of a state’s 529 plan based on many factors i.e., high contribution maximums and low minimums, wide eligibility standards  
and ability to use account for all qualified higher education expenses. The 4 ½ cap rating is considered an excellent program with many benefits for the participant and positive 
investment attributes.



All investment options involve risk including possible loss of principal. The portfolios invest in different asset classes with varying levels of risk.

While the Cash Reserve Option will invest all of its assets in a money market mutual fund and will value its units based on the underlying 
money market fund share value, the Cash Reserve Option itself is not a money market mutual fund. An investment in the Cash Reserve 
Option is not a bank deposit and is not insured or guaranteed by the FDIC or any other governmental agency. There is no assurance that 
the Cash Reserve Option will be able to maintain the value of its units at $1 per unit. It is possible to lose money by investing in this option.

ToDaY He CliCkS on 
HiS firST web Page. 
Tomorrow He’ll 
earn a Degree in 
ComPuTer SCienCe.

Selected allocations
If	you	are	interested	in	a	set	investment	allocation	and	choosing	if,	when	and	how	it	adjusts	over	time,	consider	these	
options.	They	range	from	an	aggressive,	all	equity	allocation	to	a	more	conservative,	money	market	allocation.	For	as	
long	as	you	are	invested,	your	account’s	asset	allocation	remains	the	same	unless	you	change	your	option.

FIXEd INCOmE 
80% OpTION

EqUITY 80%
OpTION

ALL FIXEd 
INCOmE OpTION

BALANCEd 
50/50 OpTION

CASh RESERVE 
OpTION

ALL EqUITY
OpTION

MORE AGGRESSIVE MORE CONSERVATIVE

20%

80%

50% 50%

55%

25% 20%

100% 100%100%

EqUITY FIXEd INCOmE mONEY mARkET



ToDaY He PlaYS unDerwaTer.  
Tomorrow He’ll STuDY marine biologY. 

for more informaTion abouT SCHolarS CHoiCe
®

,
PleaSe ConTaCT Your finanCial aDviSor.



Q  How much can i invest in Scholars Choice? 
a		Maximum:	$280,000	is	the	current	maximum	account	

balance	limit	allowed	by	all	account	owners	for	
any	one	beneficiary	through	Colorado	529	plans.	
Although	account	balances	can	grow	beyond	that	
amount,	no	additional	contributions	can	be	made	
once	the	balance	reaches	$280,000.

	 Minimum:	You	can	open	an	account	with	an	initial	
investment	of	$250.	Subsequent	investments	can	be	
for	$50	or	more.	

Q  Can i choose my own investments?
a		No.	Federal	legislation	requires	that	an	investor	not	

directly	invest	his/her	contribution,	but	rather	select	
from	one	of	the	program’s	pre-set,	professionally	
managed	investment	options.

Q  Can i change my investment election?
a		Yes.	You	can	change	the	investment	option	for	your	

account	for	any	reason	once	each	calendar	year,	and	
also	upon	changing	the	beneficiary	on	the	account.

Q  will i be charged an annual account fee?
a		A	$20	annual	account	fee	will	be	charged	to	an	

account	if	neither	the	account	owner	nor	the	
beneficiary	is	a	Colorado	or	Wyoming	resident		
or	the	account	balance	is	under	$2,500	(as	of	the		
fee	assessment	day	in	the	second	quarter	of	each	
calendar	year).

Q  what if my beneficiary decides not to go to college? 
a		 If	the	beneficiary	chooses	not	to	go	to	college,		

you	can:

	 Do nothing	and	let	assets	continue	to	grow	tax-free	
in	the	account	in	case	the	beneficiary	changes	his	or	
her	mind	about	school.

	 Change the	beneficiary	at	any	time	to	another	
qualified	family	member	of	the	beneficiary		
without	penalty.

	 Make a non-qualified withdrawal.	Earnings	will		
be	subject	to	federal	income	taxes	and	any	applicable	
state	income	tax,	as	well	as	an	additional	10%		
federal	tax.

Q  when can i take money out of the account? 
a		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	
subject	to	federal	income	taxes	and	any	applicable	
state	income	tax,	as	well	as	an	additional	10%	
federal	tax.

Q  what if my beneficiary receives a scholarship?
a		 If	your	beneficiary	receives	a	scholarship	for	higher	

education	expenses,	you	may	withdraw	an	amount	
equal	to	the	value	of	the	scholarship	from	your	account	
without	paying	a	penalty.	Earnings	on	the	amount	
withdrawn	would	be	taxed	at	your	income	tax	rate,	
but	will	not	be	subject	to	an	additional	10%	federal	
tax.	You	can	also	use	your	account	balance	to	pay	for	
expenses	not	covered	by	the	scholarship,	such	as	room	
and	board,	books	and	required	supplies.	Other	options	
include	leaving	the	money	in	the	account	or	changing	
the	beneficiary	on	the	account.

Q  Can i transfer assets from a uniform Transfer/gift to minors act 
(uTma/ugma) or a Coverdell education Savings account into a 
Scholars Choice account?

a		Yes.	If	you	have	established	a	custodial	account	for	a	
student	under	the	Uniform	Transfer/Gift	to	Minors	
Act	(UTMA/UGMA)	or	a	Coverdell	Education	
Savings	account,	you	may	liquidate	all	or	part	of	those	
assets	and	deposit	the	proceeds	into	a	Scholars	Choice	
account.	Certain	restrictions	and	tax	consequences	
will	apply,	so	please	see	the	Program	Disclosure	
Statement	for	more	complete	information.

freQuenTlY aSkeD QueSTionS (faQs)

For more information please refer to the Program Disclosure Statement.



Investments are not guaranteed by the State of Colorado, CollegeInvest, ClearBridge Advisors, LLC, Legg 
Mason Investor Services, LLC, or Legg Mason, Inc. or its affiliates.
Investment options are subject to investment risks, including loss of principal amount invested.
Legg Mason, Inc., its affiliates, and its employees are not in the business of providing tax or legal advice  
to taxpayers. These materials and any tax-related statements are not intended or written to be used, and 
cannot be used or relied upon, by any such taxpayer for the purpose of avoiding tax penalties. Tax-related 
statements, if any, may have been written in connection with the “promotion or marketing” of the transaction(s) 
or matter(s) addressed by these materials, to the extent allowed by applicable law.  Any such taxpayer 
should seek advice based on the taxpayer’s particular circumstances from an independent tax advisor.

Scholars Choice is a registered service mark of Legg Mason Investor Services, LLC. CollegeInvest and the CollegeInvest logo are registered trademarks. Administered and 
issued by CollegeInvest. ClearBridge Advisors, LLC, Investment Manager. Legg Mason Investor Services, LLC is the primary distributor of interest in the Program. 
ClearBridge Advisors, LLC, and Legg Mason Investor Services, LLC are Legg Mason, Inc. affiliated companies. 

www.scholars-choice.com
©2007 Legg Mason Investor Services, LLC, Member NASD, SIPC
SCH30NBP  03/07  TN07-094  
16032-KMD

inveSTmenT ProDuCTS: noT fDiC inSureD • no bank guaranTee • maY loSe value


