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EGBERT WANTS To EsTaBLISH A FUND For His GRanDcHILD's CoLLEGE EbucaTION. WHAT LuMP SuM MusT He DeposiT

PLANNING FOR A GRANDCHILD’S COLLEGE EDUCATION IS AN IMPORTANT FINANCIAL GOAL FOR MANY GRANDPARENTS LIKE EGBERT.
ESTABLISHING A DEDICATED FUND ENSURES THAT THE NECESSARY RESOURCES WILL BE AVAILABLE WHEN THE TIME COMES FOR
TUITION, ACCOMMODATION, BOOKS, AND OTHER EDUCATIONAL EXPENSES. ONE OF THE MOST CRITICAL QUESTIONS IN THIS
PLANNING PROCESS IS: WHAT LUMP SUM MUST EGBERT DEPOSIT TODAY TO REACH HIS SAVINGS GOAL BY THE TIME HIS
GRANDCHILD STARTS COLLEGE? THIS ARTICLE PROVIDES A COMPREHENSIVE GUIDE TO HELP EGBERT DETERMINE THE APPROPRIATE
LUMP SUM INVESTMENT NEEDED, CONSIDERING VARIOUS FINANCIAL FACTORS, INVESTMENT OPTIONS, AND PLANNING STRATEGIES.

UNDERSTANDING THE IMPORTANCE OF A COLLEGE SAVINGS FUND

CREATING A DEDICATED COLLEGE FUND OFFERS SEVERAL ADVANTAGES:

- FINANCIAL SECURITY: ENSURES FUNDS ARE AVAILABLE WITHOUT IMPACTING OTHER FINANCIAL GOALS.

- PEACE oF MIND: REDUCES STRESS RELATED TO FUNDING FUTURE EDUCATION COSTS.

- MAXIMIZING GROW TH: PROPERLY INVESTED FUNDS CAN GROW OVER TIME, REDUCING THE AMOUNT NEEDED TO DEPOSIT
UPFRONT.

- TAX BenerITS: CERTAIN SAVINGS PLANS MAY OFFER TAX ADVANTAGES, DEPENDING ON THE JURISDICTION.

Key FACTORS INFLUENCING THE LUMP SUM REQUIREMENT

BEFORE CALCULATING THE NECESSARY DEPOSIT, EGBERT MUST CONSIDER VARIOUS FACTORS:

1. EsTIMATED FUTURE COLLEGE EXPENSES

- TuiTioN Fees (PUBLIC VS. PRIVATE INSTITUTIONS)
- ACCOMMODATION AND LIVING EXPENSES

- Books AND SUPPLIES

- PERSONAL EXPENSES AND MISCELLANEOUS COSTS

ExAMPLE: IF CURRENT COLLEGE COSTS ARE $30,000 PER YEAR AND EXPECTED TO GROW AT AN AVERAGE INFLATION RATE OF
59% ANNUALLY, FUTURE COSTS CAN BE PROJECTED ACCORDINGLY.

2. TiMe HorizoN

- THE NUMBER OF YEARS UNTIL THE GRANDCHILD BEGINS COLLEGE
- EGBERT’S AGE AND THE GRANDCHILD'S CURRENT AGE DETERMINE THIS TIMELINE



3. EXPECTED INVESTMENT RETURN

- THE AVERAGE ANNUAL RATE OF RETURN ON THE INVESTED FUNDS
- DEPENDS ON THE INVESTMENT VEHICLE (STOCKS/ BONDS, MUTUAL FUNDS, ETC.)

4. INFLATION RATE

- INFLUENCE ON FUTURE COLLEGE COSTS
- TYPICALLY ASSUMED TO BE AROUND 3-5% ANNUALLY

5. SAVINGS STRATEGY

- ONE-TIME LUMP SUM DEPOSIT VS. REGULAR CONTRIBUTIONS
- For THIS ARTICLE, WE FOCUS ON DETERMINING THE LUMP SUM NEEDED UPFRONT

CALCULATING THE REQUIRED LuMP SuM DeposiT

TO DETERMINE THE LUMP SUM EGBERT MUST DEPOSIT TODAY, WE USE THE FUTURE VALUE (FV) AND PreseNT VALUE (PV)
CONCEPTS IN FINANCE.

Basic ForMuLA:

\[

PV = \rrac{FV{(1 +r)"N}
\]

\W/ HERE:

- PV: PRESENT V ALUE OR THE LUMP SUM DEPOSIT NEEDED TODAY

- FV: FUTURE VALUE OF THE COLLEGE FUND NEEDED AT THE START OF COLLEGE
- R EXPECTED ANNUAL INVESTMENT RETURN (DECIMAL)

- N: NUMBER OF YEARS UNTIL COLLEGE BEGINS

STeP-BY-STEP CALCULATION EXAMPLE

SUPPOSE EGBERT’S GRANDCHILD IS CURRENTLY & YEARS OLD, AND EGBERT WANTS TO FUND COLLEGE STARTING AT AGE 18.
THE ESTIMATED TOTAL COST OF COLLEGE AT THAT TIME IS PROJECTED TO BE $ 150,000, CONSIDERING TUITION INFLATION.
EGBERT EXPECTS AN ANNUAL INVESTMENT RETURN OF 7%, AND THE COSTS WILL BE INCURRED AT THE START OF COLLEGE,
WHICH IS IN 13 YEARS.

Step 1: ESTIMATE THE FUTURE COLLEGE cosT (FV)
GIVEN CURRENT ESTIMATES AND INFLATION:

- CURRENT ESTIMATED cosT: $30,000 Per YEAR

- NUMBER OF YEARS UNTIL COLLEGE: 13

- INFLATION RATE: 5%

CALCULATE THE PROJECTED ANNUAL COST AT THE START:



\[
FV_{\1ext{per vear}} = \$30,000 \1imes (1 + 0.05)*{13} \approx \$30,000 \TiMes 1.95 \aprprrox \$58,500

\]

ASSUMING A 4-YEAR DEGREE, TOTAL COST:

\[
FV_{\text{roTAL}} = \$58,500 \1iMes 4 = \$234,000

\]

ALTERNATIVELY, IF THE COSTS ARE EXPECTED TO GROW AT 5% ANNUALLY AND THE GRANDCHILD ATTENDS COLLEGE FOR 4
YEARS, THE TOTAL FUND NEEDED AT THE START OF COLLEGE WOULD BE APPROXIMATELY $234,000.

STeP 2: DISCOUNT THE FUTURE AMOUNT BACK TO PRESENT VALUE

USING THE PV FORMULA:

\[
PV = \rrac{\$234,0003{(1 + 0.07)*{13}} \aprrox \rrac{\$234,000}{(1.07)*{13}} \arprOX
\rrac{\$234,0003{2.364} \aprrox \$99,033

\]

ReSULT: EGBERT MUST DEPOSIT APPROXIMATELY $99,033 TODAY TO HAVE ENOUGH TO COVER THE PROJECTED COLLEGE
EXPENSES, ASSUMING A 79 RETURN OVER 13 YEARS.

ADDITIONAL CONSIDERATIONS IN PLANNING

W/HILE THE ABOVE CALCULATION PROVIDES A SOLID ESTIMATE, EGBERT SHOULD ALSO CONSIDER:

1. VARIABILITY OF INVESTMENT RETURNS

- MARKETS FLUCTUATE, A CONSERVATIVE APPROACH MIGHT ASSUME A LOWER RETURN RATE.
- DIVERSIFYING INVESTMENTS CAN HELP MANAGE RISK.

2. CHANGES IN CoLLeGe CosTs

- COSTS MAY RISE FASTER OR SLOWER THAN ESTIMATED.
- PLANNING WITH A BUFFER (E.G., ADDING 10-15%,) CAN PROVIDE SECURITY.

3. TAX-ADVANTAGED SAVINGS PLANS

- SOME JURISDICTIONS OFFER TAX-FREE GROWTH OR DEDUCTIONS FOR COLLEGE SAVINGS.
- EXAMPLES INCLUDE 529 PLANS IN THE U.S., ReGISTERED EDUCATION SAVINGS PLANS (RESP) IN CANADA, ETC.

4. ReEGULAR CONTRIBUTIONS VS. LUMP SuM

- |F EGBERT CANNOT MAKE A LUMP SUM DEPOSIT, A SYSTEMATIC SAVINGS PLAN OVER TIME CAN BE IMPLEMENTED.
- COMBINING INITIAL LUMP SUM WITH PERIODIC CONTRIBUTIONS ENHANCES GROW TH.



STRATEGIES FOR EGBERT TO MAXIMIZE SAVINGS

T O ENSURE SUFFICIENT FUNDS, EGBERT CAN ADOPT SEVERAL STRATEGIES:

START EARLY: THE EARLIER HE BEGINS SAVING, THE LESS HE NEEDS TO DEPOSIT UPFRONT DUE TO COMPOUND INTEREST.

INVEST WISELY: CHOOSE A DIVERSIFIED PORTFOLIO ALIGNED WITH HIS RISK TOLERANCE AND TIMELINE.

UTILIZE TAX-ADVANTAGED ACCOUNTS: MAXIMIZE BENEFITS OFFERED BY EDUCATION SAVINGS PLANS.

SeT REALISTIC GOALS: ADJUST THE TARGET AMOUNT BASED ON CHANGING CIRCUMSTANCES OR COST ESTIMATES.

RevIEw AND ADJUST: REGULARLY MONITOR THE FUND’S GROW TH AND MAKE CONTRIBUTIONS OR ADJUSTMENTS AS
NEEDED.

COoNCLUSION

DETERMINING THE LUMP SUM EGBERT NEEDS TO DEPOSIT TODAY FOR HIS GRANDCHILD'S COLLEGE EDUCATION INVOLVES CAREFUL
ESTIMATION OF FUTURE COSTS, INVESTMENT RETURNS, AND THE TIMELINE. USING PRESENT VALUE CALCULATIONS, EGBERT CAN
ESTIMATE THAT A DEPOSIT OF APPROXIMATELY $99,000 (BASED ON THE EXAMPLE ABOVE) WOULD BE REQUIRED TO MEET A
PROJECTED COLLEGE EXPENSE OF AROUND $234,000 IN 13 YEARS, ASSUMING A 7% ANNUAL RETURN.

HO\X/EVER/ REAL-WORLD FACTORS NECESSITATE FLEXIBILITY AND ONGOING REVIEW. BY STARTING EARLY, CHOOSING
APPROPRIATE INVESTMENT VEHICLES, AND CONSIDERING TAX-ADVANTAGED SAVINGS PLANS, EGBERT CAN EFFECTIVELY PREPARE
FINANCIALLY FOR HIS GRANDCHILD’S EDUCATIONAL FUTURE. PROPER PLANNING ENSURES THAT HIS GENEROUS GIFT WILL HELP
SECURE A BRIGHT AND PROSPEROUS ACADEMIC JOURNEY FOR HIS GRANDCHILD.

Keyworbs ForR SEO OPTIMIZATION:

- COLLEGE SAVINGS PLAN

- LUMP SUM DEPOSIT FOR COLLEGE FUND

- How MUCH TO SAVE FOR COLLEGE

- FUTURE COLLEGE COSTS CALCULATION
- COLLEGE FUND INVESTMENT STRATEGIES
- EDUCATION SAVINGS PLANS

- PRESENT VALUE OF FUTURE EXPENSES

- FINANCIAL PLANNING FOR GRANDCHILDREN
- BEST INVESTMENT OPTIONS FOR COLLEGE FUND
- EGBERT’S COLLEGE SAVINGS GUIDE

FREQUENTLY AskeD QUESTIONS

\WHAT FACTORS SHOULD EGBERT CONSIDER WHEN DETERMINING THE LUMP SUM NEEDED
FOR HIS GRANDCHILD'S COLLEGE FUND?

EGBERT SHOULD CONSIDER THE ESTIMATED COLLEGE TUITION AND EXPENSES, THE NUMBER OF YEARS UNTIL COLLEGE ENROLLMENT,
EXPECTED INFLATION RATE, EXPECTED INVESTMENT RETURNS, AND ANY ADDITIONAL COSTS SUCH AS BOOKS AND LIVING



EXPENSES.

How cAN EGBERT ESTIMATE THE FUTURE COST OF COLLEGE EDUCATION FOR HIS
GRANDCHILD?

EGBERT CAN RESEARCH CURRENT COLLEGE COSTS AND ADJUST FOR INFLATION OVER THE YEARS UNTIL HIS GRANDCHILD ENTERS
COLLEGE, TYPICALLY USING HISTORICAL INFLATION RATES FOR EDUCATION EXPENSES TO PROJECT FUTURE COSTS.

\WHAT TYPE OF INVESTMENT VEHICLES ARE SUITABLE FOR FUNDING A COLLEGE SAVINGS
FUND?

SUITABLE OPTIONS INCLUDE 529 COLLEGE SAVINGS PLANS, CUSTODIAL ACCOUNTS (UGMA/UTMA), MUTUAL FUNDS, OR
OTHER TAX-ADVANTAGED INVESTMENT ACCOUNTS THAT OFFER GROWTH POTENTIAL OVER TIME.

How CAN EGBERT DETERMINE THE LUMP SUM HE NEEDS TO DEPOSIT TODAY TO REACH HIS
COLLEGE FUNDING GOAL?

EGBERT CAN USE PRESENT VALUE CALCULATIONS BY INPUTTING THE FUTURE COLLEGE COST, EXPECTED RATE OF RETURN ON
INVESTMENTS, AND THE NUMBER OF YEARS UNTIL FUNDING IS REQUIRED, TO FIND THE INITIAL LUMP SUM NEEDED.

\¥/OULD MAKING PERIODIC CONTRIBUTIONS BE MORE BENEFICIAL THAN A LUMP SUM
DEPOSIT FOR EGBERT?

PERIODIC CONTRIBUTIONS CAN BE ADVANTAGEOUS AS THEY ALLOW FOR DOLLAR-COST AVERAGING AND REDUCE THE IMPACT OF
MARKET FLUCTUATIONS, BUT IF EGBERT HAS A LARGE SUM AVAILABLE NOW, A LUMP SUM MIGHT BENEFIT FROM IMMEDIATE
INVESTMENT GROWTH.

ARE THERE TAX ADVANTAGES ASSOCIATED WITH ESTABLISHING A COLLEGE FUND FOR
EGBERT’'S GRANDCHILD?

YES, CERTAIN COLLEGE SAVINGS PLANS LIKE 529 PLANS OFFER TAX ADVANTAGES SUCH AS TAX-FREE GROWTH AND TAX-FREE
WITHDRAWALS WHEN USED FOR QUALIFIED EDUCATION EXPENSES, WHICH CAN SIGNIFICANTLY ENHANCE THE FUND'S GROWTH.

ADDITIONAL RESOURCES

EGBerT WANTS To EsTABLISH A FUND For His GrRanDcHILD's CoLLEGE EbucaTion: WHAT LuMp Sum MusT He DeposiT?

PLANNING FOR A GRANDCHILD’S COLLEGE EDUCATION IS A NOBLE AND FORW ARD-THINKING ENDEAVOR THAT REQUIRES CAREFUL
FINANCIAL PLANNING. EGBERT, LIKE MANY GRANDPARENTS, MAY WISH TO CONTRIBUTE MEANINGFULLY TO HIS GRANDCHILD’S
FUTURE BY ESTABLISHING A DEDICATED FUND. THE CRITICAL QUESTION IS: HOW MUCH MUST HE DEPOSIT UPFRONT AS A LUMP
SUM TO ENSURE SUFFICIENT FUNDS FOR THE CHILD'S COLLEGE EXPENSES? TO ANSWER THIS, ONE MUST CONSIDER MULTIPLE
FACTORS, INCLUDING PROJECTED COLLEGE COSTS, INVESTMENT RETURNS, TIME HORIZON, INFLATION, AND THE TYPE OF SAVINGS
VEHICLE USED. THIS COMPREHENSIVE REVIEW EXPLORES ALL THESE VARIABLES IN DETAIL.

UNDERSTANDING THE PURPOSE AND ScoPE oF COLLEGE FUNDING

BEFORE DIVING INTO CALCULATIONS, IT’S CRUCIAL TO CLARIFY THE GOALS:



- TARGET AGE § CoLLEGE START DATE: EGBERT NEEDS TO SPECIFY AT WHAT AGE HIS GRANDCHILD WILL START COLLEGE
(TYPICALLY 18 YEARS OLD). THIS DETERMINES THE INVESTMENT HORIZON.

- Type oF COLLEGE: PUBLIC VS. PRIVATE INSTITUTIONS VARY SIGNIFICANTLY IN COSTS.

- ExPecTED DURATION OF COLLEGE: UNDERGRADUATE PROGRAMS GENERALLY LAST 3-4 YEARS, INFLUENCING TOTAL FUNDING
NEEDS.

- ExPECTED EXPENSES: TUITION, ROOM AND BOARD, BOOKS, SUPPLIES, PERSONAL EXPENSES, AND INFLATION ADJUSTMENTS.

SAMPLE ASSUMPTIONS:

- GRANDCHILD’S CURRENT AGE: O YEARS (NEWBORN)

- COLLEGE START AGE: 18 YEARS

- COLLEGE DURATION: 4 YEARS

- CURRENT AVERAGE ANNUAL COLLEGE COSTS (PUBLIC UNIVERSITY): $25,000
- CURRENT AVERAGE ANNUAL COLLEGE COSTS (PRIVATE UNIVERSITY): $50,000
- ESTIMATED ANNUAL INFLATION RATE FOR COLLEGE COSTS: 5%

- INVESTMENT RETURN RATE (ANNUAL): 6%

- EGBERT’S INVESTMENT HORIZON: 18 YEARS

EsTIMATING FUTURE CoLLEGE CosTs

THE FIRST STEP IS PROJECTING FUTURE COLLEGE EXPENSES TO DETERMINE THE TOTAL AMOUNT NEEDED AT THE TIME OF FUNDING.
CALCULATING FUTURE CoLLEGE CosTs

GIVEN THE CURRENT COSTS AND INFLATION RATE, THE FUTURE COST OF COLLEGE CAN BE CALCULATED USING THE FUTURE
V ALUE OF A PRESENT SUM FORMULA:

\[

FV =PV \1iMes (1 + r)"N
\]

\W/ HERE:

-\(PV\) = PresenT V ALUE (CURRENT ANNUAL COSTS)
-\(R\) = INFLATION RATE (PER PERIOD)
- \(N\) = NUMBER OF YEARS UNTIL COLLEGE ENROLLMENT

For PusLIC UNIVERSITIES:

\[
FV_{pusLic} =\$25,000 \7TiMes (1 + 0.05)"{18}

\]
\l

FV_{pusLic} =\$25,000 \7iMes (1.05)*{ 18} \approx \$25,000 \TiMes 2.4066 \approx \$60,165
\]

THUS, IN 18 YEARS, THE ANNUAL COST FOR A PUBLIC UNIVERSITY IS APPROXIMATELY $60,165.

For PrIVATE UNIVERSITIES:

\[
FV_{privaTe} = \$50,000 \1iMes (1.05)"{ 183} \approx \$50,000 \TiMes 2.4066 \approx \$120,330

\]

IN 18 YEARS, THE ANNUAL COST FOR PRIVATE COLLEGES IS APPROXIMATELY $120,330.



ToTAL CoLLEGE ExPeENsES OVER 4 YEARS:

ASSUMING COSTS INCREASE SIMILARLY EACH YEAR, THE TOTAL EXPENDITURE FOR 4 YEARS CAN BE APPROXIMATED BY SUMMING
THE INFLATED COSTS FOR EACH YEAR, CONSIDERING THAT COSTS WILL INCREASE ANNUALLY.

For SIMPLICITY, AN AVERAGE ANNUAL COST OVER THE 4 YEARS CAN BE CALCULATED AS:

\l

\TexT{Averace CosT} \approx \FRAC{FV_{sTArT} + FV_{en0}}{ 2}

\]

\X/HERE:
- \(FV_{sTART}\) = FIRST YEAR COST
- \(FV_{enD}\) = FOURTH YEAR COST, WHICH IS HIGHER DUE TO INFLATION.

PusLic COLLEGE:

- Year 1:\(\$60,165\)
- Year 4:\(\$60,165 \1iMes (1.05)"3 \aprrox \$60,165 \TiMes 1.1576 \approx \$69,613 \)

AVERAGE ANNUAL COST:

\[
\rRAC{\$60,165 +\$69,613}{ 2} \aprrox \$64,889

\]

ToOTAL FOR 4 YEARS:

\[
\$64,889 \TiMes 4 \aprrox \$259,556

\]

PrIVATE COLLEGE:

- Year 1:\(\$120,330\)
- Year 4: \(\$120,330 \1iMes 1.1576 \approx \$139,226 \)

AVERAGE ANNUAL COST:

\l
\rrAc{\$120,330 +\$139,226}{2} \aprrox \$129,778

\]

ToOTAL FOR 4 YEARS:

\[
\$129,778 \TiMes 4 \aprrox \$519,112

\]

DETERMINING THE PRESENT V ALUE OF THE LUMP SUM NEEDED

ONCE THE FUTURE TOTAL COSTS ARE ESTIMATED, THE NEXT STEP IS TO CALCULATE HOW MUCH EGBERT NEEDS TO DEPOSIT
NOW TO GROW TO THAT AMOUNT BY THE TIME THE GRANDCHILD STARTS COLLEGE.

USING PRESENT VALUE OF A LuMP SUM FORMULA:



\[
PV = \rrac{FVH{ (1 + r)"n}
\]

\W/ HERE:

- \(FV\) = FUTURE VALUE OR TOTAL ESTIMATED COLLEGE COSTS
- \(R\) = ANNUAL INVESTMENT RETURN RATE

- \(N\) = NUMBER OF YEARS UNTIL COLLEGE

CALCULATIONS:

For PusLic COLLEGE:

\[
PV_{pusLic} = \rrac{\$259,556 (1 + 0.06)*{181}} \aprrox \rrAc{\$259,5563{(2.854)} \aprrox \$90,927
\]

For PrivATE COLLEGE:

\[

PV_{rrivaTe} = \Frrac{\$519,1123{(1 + 0.06)"{18}} \arrrox \FrRac{\$519,1123{2.854} \arrrox \$181,854
\]

INTERPRETATION:

- EGBERT SHOULD DEPOSIT APPROXIMATELY $90,927 AS A LUMP SUM TODAY TO FULLY FUND A PUBLIC COLLEGE EDUCATION,
ASSUMING A 6% RETURN.

- FOR A PRIVATE COLLEGE, THE REQUIRED LUMP SUM IS ABOUT $181,854.

NoOTE: THESE CALCULATIONS ASSUME THE ENTIRE AMOUNT IS INVESTED UPFRONT AND GROWS AT A STEADY RATE, WITH NO
WITHDRAWALS OR ADDITIONAL CONTRIBUTIONS.

FACTORS INFLUENCING THE LUMP SUM REQUIREMENT

W/HILE THE ABOVE CALCULATIONS PROVIDE A BASELINE, NUMEROUS VARIABLES CAN INFLUENCE THE ACTUAL AMOUNT EGBERT
NEEDS TO DEPOSIT:

1. INFLATION RATE VARIABILITY

- |F COLLEGE COSTS RISE FASTER THAN 50/0/ THE FUTURE EXPENSES WILL BE HIGHER.
- EGBERT SHOULD CONSIDER A CONSERVATIVE ESTIMATE, POSSIBLY USING A HIGHER INFLATION RATE FOR SAFETY.

2. INVESTMENT RETURN FLUCTUATIONS

- INVESTMENT RETURNS ARE UNCERTAIN; A HIGHER RETURN REDUCES THE LUMP SUM NEEDED.
- CONVERSELY, IF RETURNS ARE LOWER THAN EXPECTED, EGBERT MAY NEED TO DEPOSIT MORE OR SAVE ADDITIONALLY LATER.

3. AbDITIONAL CONTRIBUTIONS

- INSTEAD OF A SINGLE LUMP SUM, EGBERT COULD CONSIDER PERIODIC CONTRIBUTIONS (E.G., ANNUAL OR SEMI'ANNUAL).
- THIS APPROACH REDUCES THE INITIAL BURDEN AND MITIGATES MARKET RISKS.

4. TAX-ADVANTAGED SAVINGS VEHICLES

- 529 CoLLEGE SAVINGS PLANS: OFFER TAX BENEFITS AND POTENTIALLY HIGHER GROWTH DUE TO TAX DEFERRALS.



- COVERDELL EDUCATION SAVINGS ACCOUNTS: ALSO TAX-ADVANTAGED, WITH CONTRIBUTION LIMITS.
- CusTopiaL Accounts (UTMA/UGMA): FLEXIBLE BUT LESS TAX-EFFICIENT.

5. CHANGING CoLLEGE CosT TRENDS

- COSTS MAY INCREASE AT RATES DIFFERENT FROM ASSUMPTIONS.
- EGBERT SHOULD REVISIT PROJECTIONS PERIODICALLY.

ALTERNATIVE STRATEGIES TO LUMP SUM DeposiTs

\W/HILE A LUMP SUM PROVIDES CERTAINTY, IT MIGHT NOT BE FEASIBLE FOR EVERYONE. CONSIDER THESE ALTERNATIVES:
1. SYSTEMATIC INVESTMENT PLANS

- REGULAR CONTRIBUTIONS OVER THE YEARS, REDUCING RELIANCE ON A SINGLE LARGE DEPOSIT.
- BENEFITS INCLUDE DOLLAR-COST AVERAGING AND REDUCED MARKET TIMING RISKS.

2. COMBINATION APPROACH

- DEPOSIT A SIZABLE INITIAL LUMP SUM TO JUMP-START THE FUND.
- SUPPLEMENT WITH REGULAR CONTRIBUTIONS TO REACH THE TARGET AMOUNT.

3. ADJUSTING THE T ARGET

- |F THE PROJECTED COSTS SEEM TOO HIGH, EGBERT MIGHT CONSIDER ADJUSTING THE TARGET, PERHAPS BY ENCOURAGING
SCHOLARSHIPS, GRANTS, OR PART-TIME WORK FOR THE GRANDCHILD.

PRACTICAL STEPS FOR EGBERT

TO EFFECTIVELY ESTABLISH THE FUND, EGBERT SHOULD:

- SET CLEAR GOALS: DETERMINE THE DESIRED AMOUNT, CONSIDERING THE TYPE OF COLLEGE AND EXPECTED COSTS.

- CREATE A FINANCIAL PLAN: DECIDE ON THE AMOUNT TO DEPOSIT NOW VERSUS FUTURE CONTRIBUTIONS.

- CHOOSE THE RIGHT INVESTMENT VEHICLE: SELECT AN ACCOUNT THAT ALIGNS WITH HIS RISK TOLERANCE AND TAX
CONSIDERATIONS.

- CONSULT A FINANCIAL ADVISOR: GET PERSONALIZED ADVICE TAILORED TO HIS FINANCIAL SITUATION.

- MONITOR AND ADJUST: REVIEW THE FUND PERIODICALLY AND ADJUST CONTRIBUTIONS AS NEEDED.

Concrusion; How MucH MusT EGBerT DeposiT?

BASED ON THE ASSUMPTIONS AND CALCULATIONS:

- FOR A PUBLIC UNIVERSITY, EGBERT SHOULD CONSIDER DEPOSITING APPROXIMATELY $90,927 AS A LUMP SUM NOW.
- FOR A PRIVATE UNIVERSITY, THE FIGURE RISES TO ABOUT $181,854.

THESE ESTIMATES ARE CONSERVATIVE AND ASSUME STEADY GROWTH AT 6%, INFLATION AT 5%, AND CURRENT COST



ESTIMATES. ACTUAL NEEDS MAY VARY, AND IT’S WISE FOR EGBERT TO BUILD FLEXIBILITY INTO HIS PLAN. COMBINING AN INITIAL
LUMP SUM WITH PERIODIC CONTRIBUTIONS, UTILIZING TAX-ADVANTAGED ACCOUNTS, AND MONITORING THE FUND'S GROWTH
CAN OPTIMIZE HIS EFFORTS.

FINAL ADVICE: START EARLY, PLAN COMPREHENSIVELY, AND REMAIN ADAPTABLE. \/ITH DILIGENT PLANNING, EGBERT CAN MAKE A
SIGNIFICANT IMPACT ON HIS
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