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Strategies for Using a ��� Plan to Repaw Student Loans

The SECURE Acn· uhich became lau on Decembek ��· ���� al pakn of an annoal appkopkianionl bill· alloul familiel no nake a joali~ed

dilnkibonion fkom nheik ��� college latingl planl no kepaw op no á��·��� in lnodenn loanl oued bw each of nhe bene~ciakw and nhe bene~ciakwÜl

liblingl¼ Bon· uhw uoold anwone uann no ole a ��� plan no kepaw lnodenn loanl½

Afnek all· nhe beln ole of ��� plan monew il no lpend in op fkonn· no atoid nhe need no bokkou lnodenn loanl an all¼

Bon· delpine all of nhe planning· lomenimel familiel hate lefnotek ��� plan fondl al uell al lnodenn loanl· and uann no ole nhe lefnotek monew

no kepaw nhe lnodenn loan debn¼ The SECURE Acn pkotidel familiel uinh gkeanek �evibilinw in lpending ��� plan monew¼

Neu Use for Leftoter ��� Plan Monew

Theke ake letekal linoanionl in uhich a familw mighn hate bonh lnodenn loanl and lefnotek ��� plan monew¼

SiblingÜs ��� plan¼ If a woongek child doelnÜn go no college· enkolll an a lellÒevpenlite college· loch al a commoninw college ok inÒlnane

poblic �Òweak college· ok enkolll an a U¼S¼ milinakw academw· nhe lefnotek ��� plan fondl can be oled no kepaw nhe lnodenn loanl of an oldek

libling uho hal alkeadw gkadoaned¼

American Opportunitw Tav Credit ÊAOTCË¼ The AOTC il uoknh moke· pek dollak of joali~ed evpenlel· nhan a navÒfkee dilnkibonion fkom a ���

plan¼ So· familiel lhoold cakte oon op no á�·��� in joali~ed evpenlel no be paid uinh calh ok lnodenn loanl inlnead of a ��� plan

dilnkibonion no joalifw fok nhe mavimom AOTC¼ Alnhoogh one can atoid nhe ��ñ nav penalnw on a nonÒjoali~ed dilnkibonion· op no nhe amoonn

oled no claim nhe AOTC· one moln lnill paw income nav on nhe eakningl poknion of nhe dilnkibonion¼ Uling nhe ��� plan no kepaw lnodenn loanl

atoidl bonh nhe nav penalnw and nhe income nav on nhe dilnkibonion¼

Lifetime Learning Tav Credit ÊLLTCË¼ A limilak linoanion appliel no nhe LLTC· bon intoltel op no á��·��� in joali~ed evpenlel¼

Scholarships¼ If nhe lnodenn uinl a joali~ed lcholaklhip· nhe ��ñ nav penalnw il uaited on a nonÒjoali~ed dilnkibonion op no nhe amoonn of

nhe lcholaklhip¼ Likeuile· tenekanlÜ edocanional allilnance ok emplowekÒpaid edocanional allilnance can joalifw fok a nav penalnw uaitek¼

Timing the stock market¼ Somenimel nhe lnock makken doel non coopekane uinh nhe niming of college billl¼ Afnek a cokkecnion ok boll makken·

nhe beln lnkanegw mighn be no bokkou no paw nhe boklakÜl bill lo woo can leate nhe ��� plan fondl intelned¼ Then· afnek nhe economic

kecotekw· one can ole nhe ��� plan monew no kepaw nhe lnodenn loanl¼

Miscommunications betueen parents and grandparents¼ Somenimel nhe accoonn ounek of a ��� plan doel non nell nhe lnodennÜl pakennl

hou moch monew il in nhe ��� plan· leading no a lobopnimal lpending lnkanegw¼ Thil can lead no nheke being lefnotek monew in nhe ��� plan¼

Student graduates in three wears instead of four¼ If nhe lnodenn gkadoanel in nhkee weakl inlnead of fook Êok fook weakl inlnead of ~teË·

nheke mighn be lefnotek monew in nhe lnodennÜl ��� plan¼

Using Loans to Atoid A{ecting Financial Aid

Somenimel in il adtannageool no bokkou inlnead of naking a ��� plan dilnkibonion· lince naking a ��� plan dilnkibonion can a{ecn nhe lnodennÜl

eligibilinw fok needÒbaled ~nancial aid¼
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Impact of grandparentÒowned ��� plan on student aid¼ Gka^dhake^nl ]aw hate `he^ed ��� h[a^l f`k nheik gka^dchi[dke^ uinh

nhe]le[tel al nhe acc`o^n `u^ek· uinh`on o^deklna^di^g nhan nhil c`o[d hate a big i]hacn `^ nheik gka^dchi[dke^Ül e[igibi[inw f`k ^eedÒ

baled ~^a^cia[ aid¼ Dilnkiboni`^l fk`] a gka^dhake^nÒ`u^ed ��� h[a^ ca^ kedoce aid e[igibi[inw bw al ]och al ha[f nhe dilnkiboni`^ a]`o^n¼

Te^ lnanel Ñ I`ua· Mallacholennl· Mill`oki· M`^na^a· Nebkalka· Neu Y`kk· Rh`de Il[a^d· Unah· Vikgi^ia a^d Walhi^gn`^ DC Ñ kejoike nhe

navhawek n` be nhe acc`o^n `u^ek n` c[ai] nhe lnane i^c`]e nav dedocni`^ `k nav ckedin `^ c`^nkiboni`^l n` nhe lnaneÜl ��� h[a^¼ Fivi^g nhil

bw cha^gi^g nhe acc`o^n `u^ek n` nhe hake^n `k k`[[i^g `tek nhe ]`^ew n` a hake^nÒ`u^ed ��� h[a^ ]ighn ^`n be a^ `hni`^¼ If l`· nhe

gka^dhake^n c`o[d uain o^ni[ Ja^oakw � `f nhe l`hh`]`ke weak i^ c`[[ege n` nake a dilnkiboni`^· uhe^ ^` loblejoe^n weakÜl FAFSA ui[[ be

a{ecned if nhe lnode^n gkadoanel i^ f`ok weakl¼ Bon· nhe^ nhe lnode^n a^d hake^nl ]aw hate had n` b`kk`u doki^g nhe fkelh]a^ weak a^d

nhe fa[[ nek] `f nhe l`hh`]`ke weak¼

Minimizing impact on ~nancial aid¼ Whe^ l`]e`^e `nhek nha^ nhe lnode^nÜl hake^nl Êcoln`dia[ hake^n if nhe hake^nl ake dit`kcedË he[hl

haw f`k c`[[ege· in ca^ hokn e[igibi[inw f`k ^eedÒbaled ~^a^cia[ aid¼ S`]e c`[[egel nkean loch gifnl al calh lohh`kn Êkedocel aid bw ha[f `f nhe

a]`o^n `f nhe gifnË `k al a kel`okce Êkedocel aid d`[[ak f`k d`[[akË¼ Waini^g o^ni[ nhe lnode^n gkadoanel n` haw d`u^ lnode^n [`a^l at`idl nhe

kilk `f a kedocni`^ i^ nhe lnode^nÜl aid e[igibi[inw¼

Subsidized loans¼ B`kk`uekl `f loblidized [`a^l d` ^`n haw i^nekeln doki^g nhe i^Òlch``[ a^d gkace heki`dl¼ Waini^g o^ni[ afnek nhe lnode^n

gkadoanel n` haw `{ nhele [`a^l wie[dl ]`ke ni]e f`k nhe eak^i^gl i^ nhe ��� h[a^ n` c`]h`o^d¼

Student loan repawment as a graduation present¼ Giti^g a lnode^n a gkadoani`^ hkele^n `f hawi^g d`u^ nheik lnode^n [`a^l ca^ hk`tide

a^ i^ce^nite f`k `^Òni]e gkadoani`^ a^d f`k genni^g g``d gkadel¼ The lnode^nÜl hake^nl `k gka^dhake^nl ]ighn gite nhil gifn nhk`ogh a ���

h[a^ i^ `kdek n` c[ai] nhe lnane i^c`]e nav dedocni`^ `k nav ckedin `^ c`^nkiboni`^l n` nhe lnaneÜl ��� h[a^¼

Change in plans¼ S`]eni]el gka^dhake^nl ua^n n` gite nheik gka^dchi[d ]`^ew afnek gkadoani`^ n` gite nhe] a head lnakn `^ a d`u^

haw]e^n `^ a h`ole· n` lnakn a boli^ell `k f`k `nhek hokh`lel¼ Bon· if h[a^l cha^ge· nhe gka^dchi[d ]ighn be [efn uinh lnode^n [`a^l¼ The

gka^dhake^n ]ighn c`^nkibone nhe ]`^ew n` a ��� h[a^ n` nake adta^nage `f nhe elnane h[a^^i^g adta^nagel¼

Opens Up New Strategies

Theke ake a[l` leteka[ ^eu uawl n` ole ��� h[a^l uinh lnode^n [`a^l· gite^ nhe navÒfkee lnanol `f a joa[i~ed dilnkiboni`^ n` kehaw lnode^n [`a^l¼

Repaw parent loans¼ A[nh`ogh nhe SECURE Acn [i]ined joa[i~ed dilnkiboni`^l fk`] ��� h[a^l n` kehaw joa[i~ed edocani`^ [`a^l `f nhe

be^e~ciakw a^d nheik lib[i^gl· nhe acc`o^n `u^ek ca^ cha^ge nhe be^e~ciakw `f a ��� h[a^ n` nhe be^e~ciakwÜl hake^n· l` nhan nhe hake^n

ca^ nake a á��·��� dilnkiboni`^ n` kehaw fedeka[ a^d hkitane hake^n [`a^l¼

Get a discount on student loan repawment¼ If a b`kk`uek [itel i^ `^e `f nhe lnanel nhan `{ekl a lnane i^c`]e nav bkeak `^ c`^nkiboni`^l n`

nhe lnaneÜl ��� h[a^· nhe b`kk`uek ca^ gen a dilc`o^n `^ nheik lnode^n [`a^l bw c`^nkiboni^g ]`^ew n` nhe lnaneÜl ��� h[a^ a^d nhe^ naki^g a

joa[i~ed dilnkiboni`^ n` kehaw nheik lnode^n [`a^l¼ Keeh i^ ]i^d w`ok lnane ]ighn ^`n c`^f`k] n` nhe ^eu fedeka[ [au¼ I^ l`]e lnanel nhe

dilnkiboni`^ n` haw lnode^n [`a^l ]aw be c`^lideked a ^`^Ò joa[i~ed evhe^le¼ The ��� h[a^ acc`o^n `u^ek lh`o[d check nheik lnaneÜl ko[el¼

Use student loans to paw for nonÒquali~ed ��� plan expenses¼ S`]e c`[[ege c`lnl· loch al hea[nh cake a^d nka^lh`knani`^ c`lnl· ca^ ^`n

be haid f`k uinh ��� h[a^ lati^gl¼ H`uetek· a ��� h[a^ be^e~ciakw ca^ nake `on lnode^n [`a^l n` c`tek nhele c`lnl· a^d nhe^ nake a ��� h[a^

dilnkiboni`^ n` kehaw nhe lnode^n [`a^l [anek¼ If nhe lnode^n [`a^l ake loblidized· nhe [`a^ ba[a^ce ca^ be haid `{ bef`ke i^nekeln begi^l n`

acckoe¼ 

Create new student loan forgiveness programs¼ Phi[a^nhk`hilnl a^d f`o^dani`^l ca^ ^`u ole ��� h[a^l n` ckeane navÒfkee lnode^n [`a^

f`kgite^ell hk`gka]l· oh n` á��·��� hek b`kk`uek¼ I^lnead `f hawi^g `{ nhe b`kk`uekÜl lnode^n [`a^l dikecn[w· nhe [`a^ f`kgite^ell hk`gka]

u`o[d c`^nkibone nhe fo^dl n` a ��� h[a^ i^ nhe b`kk`uekÜl ^a]e¼

The á��·��� [ifeni]e [i]in `^ [`a^ kehaw]e^n hkete^nl abole `f joa[i~ed dilnkiboni`^l n` kehaw lnode^n [`a^l· bon a[l` c`^lnkai^l [egini]ane

olel `f dilnkiboni`^l n` kehaw lnode^n [`a^l¼



The coordination restrictions uith the student loan interest deduction also helps avoid abuse¼ The earnings portion of distributions to repaw the

tavpawerÜs student loans uill reduce the á�·��� annual limit on the student loan interest deduction¼ Of course· if the earnings portion of the

distribution evceeds the á�·��� limit· the evcess uill not reduce the student loan interest deduction belou zero¼
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