
 
COVERDELL EDUCATION SAVINGS ACCOUNT 

 
 
A Coverdell Education Savings Account may be created for the purpose of paying the qualified education 
expenses of a designated beneficiary. 
 
 

(A) Contributions 

Annual contributions are limited to $2,000 per beneficiary per year and the beneficiary must be under the 

age of 18 (except in the case of a special needs child). The $2,000 annual contribution limit is phased 

out ratably for individual taxpayers with modified AGI between $190,000 and $220,000. Contributors with 

AGI above these ranges are not allowed to make contributions. The $2,000 limit is per year and per 

beneficiary. So grandfather contributes 1,500 towards a child account, grandmother is limited to $500. 

Excess contributions are subject to a 6% penalty. 
 

(B) Taxation 
 

Contributors to an ESA are not income tax deductible, but earnings will grow tax-deferred. 

Contributions are considered complete present interest gifts. Qualified withdrawals will be tax-free 

 

(C) Distributions 

When the funds are distributed to pay the qualified education expenses, neither principal nor earnings will 

be taxed. Qualified education expenses include elementary and secondary school tuition, expenses of 

special needs beneficiaries, post-secondary tuition, fees, books, supplies, uniforms, equipment, and certain 

room and board expenses. The earnings portion of any distribution that is not used to pay for qualified 

education expenses is taxed to the beneficiary and is also subject to an additional 10% penalty tax. In this 

case earnings mean any growth in excess of contributions. 

 
(D) Other Credits 

A taxpayer may claim a Hope Scholarship credit or Lifetime Learning credit for the same taxable year 

that there are distributions from an ESA account as long as they are used to pay for different costs. 
 

(E) Balance Not Distributed 

Any balance remaining in an ESA account at the time a beneficiary becomes 30 years old (except for a 

special needs) or dies must be distributed. the earning portion of such a distribution will be included in 

gross income of the beneficiary and subject to a 10% penalty because the funds were not used for 

educational purposes. However, it is possible to avoid taxation by rolling the account over to another ESA 

for the benefit of a different beneficiary, in the same family and has not attained age 30. 
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5305-EAForm Do not file
with the Internal
Revenue Service

Coverdell Education Savings Custodial Account
(Rev. March 2002)

(Under section 530 of the Internal Revenue Code)Department of the Treasury
Internal Revenue Service

The depositor named above is establishing a Coverdell education savings account under section 530 for the benefit of the designated
beneficiary exclusively to pay for the qualified elementary, secondary, and higher education expenses, within the meaning of section
530(b)(2), of such designated beneficiary.

The depositor and the custodian make the following agreement:

Article I

Article III

No part of the custodial account funds may be invested in life insurance contracts, nor may the assets of the custodial account be
commingled with other property except in a common trust fund or a common investment fund (within the meaning of section
530(b)(1)(D)).

Form 5305-EA (Rev. 3-2002)Cat. No. 25204K

Check if amendment �

Name of depositor

Date of birth of designated beneficiary

Depositor’s identification number

Name of designated beneficiary

Address of designated beneficiary

Name of responsible individual (generally the parent or guardian of the designated beneficiary)

($ ) in cash.The depositor assigned the custodial account dollars

Designated beneficiary’s identification number

Address of responsible individual

Name of custodian Address or principal place of business of custodian

Article II

Article IV
The depositor shall have the power to direct the custodian regarding the investment of the above-listed amount assigned to the

custodial account (including earnings thereon) in the investment choices offered by the custodian. The responsible individual, however,
shall have the power to redirect the custodian regarding the investment of such amounts, as well as the power to direct the custodian
regarding the investment of all additional contributions (including earnings thereon) to the custodial account. In the event that the
responsible individual does not direct the custodian regarding the investment of additional contributions (including earnings thereon), the
initial investment direction of the depositor also will govern all additional contributions made to the custodial account until such time as
the responsible individual otherwise directs the custodian. Unless otherwise provided in this agreement, the responsible individual also
shall have the power to direct the custodian regarding the administration, management, and distribution of the account.

Article V
The “responsible individual” named by the depositor shall be a parent or guardian of the designated beneficiary. The custodial

account shall have only one responsible individual at any time. If the responsible individual becomes incapacitated or dies while the
designated beneficiary is a minor under state law, the successor responsible individual shall be the person named to succeed in that
capacity by the preceding responsible individual in a witnessed writing or, if no successor is so named, the successor responsible
individual shall be the designated beneficiary’s other parent or successor guardian. Unless otherwise directed by checking the option
below, at the time that the designated beneficiary attains the age of majority under state law, the designated beneficiary becomes the
responsible individual. If a family member under the age of majority under state law becomes the designated beneficiary by reason of
being a named death beneficiary, the responsible individual shall be such designated beneficiary’s parent or guardian.

Option (This provision is effective only if checked): The responsible individual shall continue to serve as the responsible individual for
the custodial account after the designated beneficiary attains the age of majority under state law and until such time as all assets have
been distributed from the custodial account and the custodial account terminates. If the responsible individual becomes incapacitated
or dies after the designated beneficiary reaches the age of majority under state law, the responsible individual shall be the designated
beneficiary.

The custodian may accept additional cash contributions provided the designated beneficiary has not attained the age of 18 as of the
date such contributions are made. Contributions by an individual contributor may be made for the tax year of the designated beneficiary
by the due date of the beneficiary’s tax return for that year (excluding extensions). Total contributions that are not rollover contributions
described in section 530(d)(5) are limited to $2,000 for the tax year. In the case of an individual contributor, the $2,000 limitation for any
year is phased out between modified adjusted gross income (AGI) of $95,000 and $110,000. For married individuals filing jointly, the
phase-out occurs between modified AGI of $190,000 and $220,000. Modified AGI is defined in section 530(c)(2).

1.  Any balance to the credit of the designated beneficiary on the date on which he or she attains age 30 shall be distributed to him or
her within 30 days of such date.

2.  Any balance to the credit of the designated beneficiary shall be distributed within 30 days of his or her death unless the designated
death beneficiary is a family member of the designated beneficiary and is under the age of 30 on the date of death. In such case,
that family member shall become the designated beneficiary as of the date of death.
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Article VIII

Article X may be used for any additional provisions. If no other provisions will be added, draw a line through this space. If provisions
are added, they must comply with applicable requirements of state law and the Internal Revenue Code.

Depositor’s signature

Custodian’s signature

Witness’ signature
(Use only if signature of the depositor or the custodian is required to be witnessed.)

Depositor. The depositor is the person who
establishes the custodial account.

Specific Instructions

General Instructions
Section references are to the Internal
Revenue Code unless otherwise noted.

Purpose of Form
Form 5305-EA is a model custodial account
agreement that meets the requirements of
section 530(b)(1) and has been pre-approved
by the IRS. A Coverdell education savings
account (ESA) is established after the form is
fully executed by both the depositor and the
custodian. This account must be created in
the United States for the exclusive purpose of
paying the qualified elementary, secondary,
and higher education expenses of the
designated beneficiary.

Article X. Article X and any that follow may
incorporate additional provisions that are
agreed to by the depositor and custodian to
complete the agreement. They may include,
for example, provisions relating to: definitions,
investment powers, voting rights, exculpatory
provisions, amendment and termination,
removal of the custodian, custodian’s fees,
state law requirements, treatment of excess
contributions, and prohibited transactions
with the depositor, designated beneficiary, or
responsible individual, etc. Attach additional
pages as necessary.

Identification Numbers

Definitions

Note: The age limitation restricting
contributions, distributions, rollover
contributions, and change of beneficiary are
waived for a designated beneficiary with
special needs.

Custodian. The custodian must be a bank or
savings and loan association, as defined in
section 408(n), or any person who has the
approval of the IRS to act as custodian. Any
person who may serve as a custodian of a
traditional IRA may serve as the custodian of
a Coverdell ESA.

Do not file Form 5305-EA with the IRS.
Instead, the depositor must keep the
completed form in its records.

The depositor’s and designated beneficiary’s
social security numbers will serve as their
identification numbers. If the depositor is a
nonresident alien and does not have an
identification number, write “Foreign” in the
block where the number is requested. The
designated beneficiary’s social security
number is the identification number of his or
her Coverdell ESA. If the designated
beneficiary is a nonresident alien, the
designated beneficiary’s individual taxpayer

 

Article IX

Notwithstanding any other articles which may be added or incorporated, the provisions of Articles I through III will be controlling. Any
additional articles inconsistent with section 530 and the related regulations will be invalid.

This agreement will be amended as necessary to comply with the provisions of the Code and the related regulations. Other
amendments may be made with the consent of the depositor and the custodian whose signatures appear below.

Designated beneficiary. The designated
beneficiary is the individual on whose behalf
the custodial account has been established.

Article VI

Article VII

The responsible individual

1. The depositor agrees to provide the custodian with all information necessary to prepare any reports required by section 530(h).
2. The custodian agrees to submit to the Internal Revenue Service (IRS) and responsible individual the reports prescribed by the IRS.

Date

Date

Date

Responsible individual. The responsible
individual, generally, is a parent or guardian of
the designated beneficiary. However, under
certain circumstances, the responsible
individual may be the designated beneficiary.

Optional provisions in Article V and Article
VI. Form 5305-EA may be reproduced in a
manner that provides only those optional
provisions offered by the custodian.

If the model account is a trust account, see
Form 5305-E, Coverdell Education Savings
Trust Account.

Family member. Family members of the
designated beneficiary include his or her
spouse, child, grandchild, sibling, parent,
niece or nephew, son-in-law, daughter-in-law,
father-in-law, mother-in-law, brother-in-law, or
sister-in-law, and the spouse of any such
individual. A first cousin, but not his or her
spouse, is also a “family member.”

Article X

identification number is the identification
number of his or her Coverdell ESA. An
employer identification number (EIN) is
required only for a Coverdell ESA for which a
return is filed to report unrelated business
income. An EIN is required for a common
fund created for Coverdell ESAs.

may or may not change the beneficiary designated under this agreement to another member of
the designated beneficiary’s family described in section 529(e)(2) in accordance with the custodian’s procedures.

Form 5305-EA (Rev. 3-2002)

If there is a conflict of execution between the provisions in this Form 5305-EA and the Annuity Contract, the selections
and provisions in this Form 5305-EA shall prevail.



 

 

 

NOTICE REGARDING REPLACEMENT OF 
LIFE INSURANCE AND ANNUITIES – EXTERNAL  
 
You are contemplating the purchase of a life insurance policy or annuity contract. In some cases this purchase may involve discontinuing or changing 
an existing policy or contract. If so, a replacement is occurring. Financed purchases are also considered replacements. Please read it carefully.  

Whether it is to your advantage to replace your existing insurance or annuity coverage, can only be decided by you. It is in your best interest; however, 

to have adequate information before a decision to replace your present coverage becomes final so that you may understand the essential features of 

the proposed policy and your existing insurance or annuity coverage.  

You may want to contact your existing life insurance, or annuity company, or its agent for additional information, or discuss your purchase with other  

advisors. Your existing company will provide this information to you. The information you receive should be of value to you in reaching a final decision.  

If either the proposed coverage or the existing coverage you intend to replace is a dividend paying plan; you should be aware that dividends may 

materially reduce the cost of insurance and are an important factor to consider. Dividends, however, are not guaranteed.  

You should recognize that a policy which has been in existence for a period of time may have certain advantages to you over a new policy. If the policy  

coverage’s are basically similar, the premiums for a new policy may be higher because rates increase as your age increases. Under your existing 

policy, the period of time during which the issuing company could deny coverage for death caused by suicide may have expired, or may expire earlier 

than it will under the proposed policy. Your existing policy may have options which are not available under the policy being proposed to you, or may not 

come into effect under the proposed policy until a later time during your life. Also, your proposed policy’s cash values and dividends, if any, may grow 

slower initially because the company will incur the cost of issuing your new policy. On the other hand, the proposed policy may offer advantages which 

are more important to you.  

If you are considering borrowing against your existing policy to pay the premiums on the proposed policy, you should understand that in the event of 

your death, the amount of any unpaid loan, including interest, will be deducted from the benefits of your existing policy thereby reducing your total 

insurance coverage.  

After we have issued your policy, you will have 30 days from the date the new policy is received by you to notify us you are cancelling the policy issued 

on your application and you will receive back all payments you made to us.  

You are urged not to take action to terminate, or alter your existing life insurance, or annuity coverage until you have been issued the new policy, 

examined it and found it acceptable to you.  
 

A replacement may not be in your best interest, or your decision could be a good one. You should make a careful comparison of the costs and benefits 
of your existing policy or contract and the proposed policy or contract. One way to do this is to ask the company or agent that sold you your existing 
policy or contract to provide you with information concerning your existing policy or contract. This may include an illustration of how your existing policy 
or contract is working now and how it would perform in the future based on certain assumptions. Illustrations should not, however, be used as a sole 
basis to compare policies or contracts. You should discuss the following with your agent to determine whether replacement or financing your purchase 
makes sense: 
 
 PREMIUMS: - Are they affordable? 
  - Could they change? 
  - You’re older—are premiums higher for the proposed new policy? 
  - How long will you have to pay premiums on the new policy? On the old policy? 
 
 POLICY VALUES: - New policies usually take longer to build cash values and to pay dividends. 
  - Acquisition costs for the old policy may have been paid, you will incur costs for the new one. 
  - What surrender charges do the policies have? 
  - What expense and sales charges will you pay on the new policy? 
  - Does the new policy provide more insurance coverage? 
 
 
 
 

 
 

 

 

(continued) 
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 INSURABILITY:  - If your health has changed since you bought your old policy, the new one could cost you more, or you could  
     be turned down. 
  - You may need a medical exam for a new policy. 
  - Claims on most new policies for up to the first two years can be denied based on inaccurate statements. 
  - Suicide limitations may begin anew on the new coverage. 
 
 IF YOU ARE KEEPING THE OLD POLICY AS WELL AS THE NEW POLICY:   

  - How are premiums for both policies being paid? 
  - How will the premiums on your existing policy be affected? 
  - Will a loan be deducted from death benefits? 
  - What values from the old policy are being used to pay premiums? 
 
 IF YOU ARE SURRENDERING AN ANNUITY OR INTEREST SENSITIVE LIFE PRODUCT:   

  - Will you pay surrender charges on your old contract? 
  - What are the interest rate guarantees for the new contract? 
  - Have you compared the contract charges or other policy expenses? 
 
 OTHER ISSUES TO CONSIDER FOR ALL TRANSACTIONS:   

  - What are the tax consequences of buying the new policy? 
  - Is this a tax free exchange? (See your tax advisor.) 
  - Is there a benefit from favorable “grandfathered” treatment of the old policy under the federal tax code? 
  - Will the existing insurer be willing to modify the old policy? 
  - How does the quality and financial stability of the new company compare with your existing company? 
 
1) Are you considering discontinuing making premium payments, surrendering, forfeiting, assigning to the insurer, or otherwise terminating your  

existing policy or contract?      � No     � Yes   

2) Are you considering using funds from your existing policies or contracts to pay premiums due on the new policy or contract?     � No     � Yes   

3) If you answered Yes to either of the above questions, list each existing policy or contract you are contemplating replacing (include the name of the 
insurer, the insured or annuitant, and the policy or contract number if available) and whether each policy or contract will be replaced or used as a 
source of financing: 

                  Replaced (R) 

Full Name of Insurance Company                       or 

And Home Office Address:    Policy or Contract Number(s):       Insured Name(s):       Financing (F) 

 

 

 

 

4) The existing policy or contract is being replaced because:  
 
Make sure you know the facts. Contact your existing company or its agent for information about the old policy or contract. If you request one, an in 
force illustration, policy summary or available disclosure documents must be sent to you by the existing insurer. Ask for and retain all sales material 
used by the agent in the sales presentation. Be sure that you are making an informed decision. 
 
I certify that the responses herein are, to the best of my knowledge, accurate: 
 
 

                           Applicant Signature             Date 

 

 

                                 Agent Signature             Date               Agent Number 

 

I do not want this notice read aloud to me.    (Applicants must initial only if they do not want the notice read aloud.) 
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