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All checks should be payable and mailed to:

	 Thornburg

Send completed forms and checks to:

	 Thornburg 
	 P.O. Box 219017 
	 Kansas City, MO 64121-9017

	 Thornburg  
	 801 Pennsylvania Ave, Suite 219017  
	 Kansas City, MO 64105 

For questions or to request additional materials, 
call: 800-847-0200
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The undersigned, by signing this adoption agreement, hereby establishes an ESA (the “account”) for the benefit of the student with 
UMB Bank, n.a., as custodian (“custodian”). The terms of the account are contained in the document entitled “UMB Bank, n.a., Cover-
dell Education Savings Custodial Account Agreement” (which is incorporated by reference) and this adoption agreement. The account 
will be effective upon acceptance by custodian.

1. Student Information (see instructions)

First Name M.I. Last Name

Social Security Number (required) Date of Birth (required)

Mailing Address (APO and FPO addresses acceptable)

City State Zip

Home Phone Work Phone

 Please check this box if the student is a special needs student

2. Parent Information (see instructions—only one parent should be listed)
 Mother  Father  Guardian*

*If “guardian,” submit proof of guardianship.

First Name of Parent/Guardian M.I. Last Name

Parent’s Social Security Number (required) Parent’s Date of Birth (required)

Mailing Address (APO and FPO addresses acceptable)

City State Zip

Residential Address (if mailing address is a Post Office Box, a street address is also required by the USA PATRIOT Act)

City State Zip

Home Phone Work Phone

Important Notice – The USA PATRIOT ACT
To help the government fight the funding of terrorism and money laundering activities, Federal Law requires all financial institutions to 
obtain, verify, and record information that identifies each person who opens an account.

What this means for you: When you open an account, we will ask for your name, address, date of birth, and other information that will 
allow us to identify you. This information will be verified to ensure identity of all individuals opening a mutual fund account.

All items in the Student and Parent Information sections below must be completed and will be verified as required by the USA PATRIOT 
Act.

UMB Bank, n.a., Coverdell  
Education Savings Custodial Account Adoption Agreement 
800-847-0200
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3. Donor Information (see instructions)

First Name of Donor M.I. Last Name

Donor’s Social Security Number or EIN (required) Phone Number

4. Type of ESA (see instructions)

A.  Annual contribution

Check enclosed for $ ____________________

For checks sent between January 1 and April 15, indicate whether it is for 
the 

 current or  preceding calendar year.

This contribution does not exceed the maximum permitted amount as described in the ESA Disclosure Statement.

B.  Rollover or transfer of existing ESA

Transfer of existing ESA. Complete the separate Transfer of Education Savings Account Assets Form and return it with this 
form.

Rollover of distribution from existing ESA to me within 60 days after distribution. The requirements for a valid rollover are 
complex. See the ESA Disclosure Statement for additional information and consult your tax advisor for help if needed.

Check enclosed for $ ____________________

If you are transferring or rolling over an existing ESA, check the appropriate box below for the relationship of the student in Item 1 
above to the person who was the student for the existing ESA. The person in Item 1 is the:

 Same person   Spouse   Child or step-
child

  Sibling   First cousin   Other

 Parent   Step-parent   Grandparent   Child of 
sibling

  Spouse of one of 
foregoing
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5. Investments 
Please note that the Funds do not accept cash or cash equivalents, which include, but are not limited to: money orders, traveler’s 
checks, and credit card checks.

Invest contributions to my account as follows:

Class A Class C

Better World International Fund   131   617 ____________%

Core Plus Bond Fund  175   627 ____________%

Developing World Fund   118   680 ____________%

Global Opportunities Fund   122   672 ____________%

International Equity Fund   139   639 ____________%

International Growth Fund   119   609 ____________%

Investment Income Builder Fund   161   661 ____________%

Limited Term Income Fund   196   646 ____________%

Limited Term U.S. Government Fund   142   642 ____________%

Small/Mid Cap Core Fund   167   647 ____________%

Small/Mid Cap Growth Fund   183   653 ____________%

Strategic Income Fund   121   637 ____________%

Summit Fund   1450 n/a ____________%

Ultra Short Income Fund   130 n/a ____________%

 Must Total 100% 
The annual maintenance fee of $10 will be assessed at year end.

The undersigned acknowledges having sole responsibility for the foregoing investment choices and having received a current prospec-
tus for each fund selected. Please read the prospectus(es) of the fund(s) selected before investing.

6. Special Class of Investor
I qualify to purchase Class A shares of the fund at a variation from the Public Offering Price, pursuant to my classification as one of the 
investors described in the Prospectus (see “Buying Class A Shares” in the Prospectus for conditions and details). 

 Shareholder who redeemed Class A shares of a Thornburg fund within 90 days. The purchase must be in the same fund and account.

 Employees of brokerage firms and financial planning firms, and their families.

 Customers of a bank trust department, companies with trust powers or investment professionals who charge fees for service.

 Purchasing shares in the amount of $1,000,000 or more subject to redemption fee if sold within 12 months of purchase.

7. Letter of Intent
(Applicable to A Shares only)

 I wish to establish a new letter of intent.

 I wish to apply this purchase to an existing letter of intent (please note account under section 8).

If establishing a letter of intent, you will need to purchase over a 13-month period in accordance with the provisions of the prospectus. 
The aggregate amount of these purchases will be at least equal to the amount listed below. See the prospectus for more information.

I intend to invest the following target amount in Thornburg funds*:

�  $50,000     �  $100,000    � $250,000     � $500,000     � $1,000,000

* For the bond funds, the first breakpoint is $250,000.

8. Rights of Accumulation
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8. Rights of Accumulation
To qualify for sales discounts on class A shares, list the account numbers for all accounts of other funds (in share classes A, C, and D) 
that you already own. See the prospectus for specific information on rights of accumulation.

Account # Account #

Account # Account #

9. Designation of Beneficiary
Use the space below to indicate the designated beneficiary for the account. See the instructions for important information about 
designating a beneficiary. The student may change the beneficiaries designated below at any time after the account is established by 
filing a new designation of beneficiary with the custodian. Any such subsequent designation of beneficiary will revoke all prior designa-
tions. If the person designated as primary beneficiary does not survive the student, the account will pass to the alternate beneficiary (if 
any) named below if they survive the student. If no designated beneficiary survives the student, the account will pass to the student’s 
estate (unless otherwise required under the laws of the state of the student’s residence). If you wish to designate multiple primary or 
alternate beneficiaries, you may do so by attaching a separate sheet listing the required information about each designated beneficiary; 
distributions to them will be in equal shares unless you specify different proportions.

Primary Beneficiary:

Name Relationship

Date of Birth (required)

Alternate Beneficiary:

Name Relationship

%

Date of Birth (required) Percentage

10. Financial Professional
This section needs to be completed by you and your financial representative. Thornburg is unable to establish your Coverdell ESA unless 
this section is completed.

Firm

Representative Name

Branch Address

City State Zip

Representative Phone Number Representative Branch Representative Number

11: Bank Information/Automatic Investment Plan 
Please use attached voided check to add bank information to my account.

I wish to establish the following systematic investments directly from my bank account into the following funds: 
(Minimum is $100 per fund, per draft)
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	 $______________________________ into fund ______________________________

	 $______________________________ into fund ______________________________

	 $______________________________ into fund ______________________________

	 Start date (If no date is chosen, drafts will occur on or about the 15th of the month. Systematic IRA contributions will be coded as current year, unless 
otherwise indicated.): ______________________________ 

	 Frequency:  Monthly  Quarterly  Semi-Annually  Annually  Other __________________________________________________

12: Internet Redemption
Internet redemption privileges allow the shareholder the option to process redemptions on Thornburg.com. Unless the box below is 
marked, I have read the prospectus language regarding internet redemptions, and I agree that the Fund may accept internet instruc-
tions from me or anyone who purports to be me, provided the Fund believes, in good faith, that the instructions are genuine. Neither the 
Trust, Fund, nor the Transfer Agent is responsible for the authenticity of redemption instructions received by internet, and, as a result, 
investors will bear the risk of loss in the event of fraudulent redemption requests. You are acknowledging that the Trust, Distributor, 
Transfer Agent and their Trustees, directors, officers, and employees are not liable for acting upon internet instructions which they 
believe to be genuine.

	 I decline internet redemption privileges on this Thornburg account.

13: Trusted Contact Person Information (optional)
By choosing to provide information about a trusted contact person, you authorize us to contact the trusted contact person listed below 
and disclose information about your account to that person in the following circumstances: to address possible financial exploitation, 
to confirm the specifics of your current contact information, health status, or the identity of any legal guardian, executor, trustee or 
holder of a power of attorney, or as otherwise permitted by FINRA Rule 2165 (Financial Exploitation of Specified Adults).

Name Date of Birth

Phone Email

Address

City State Zip

Relationship to Account Owner

14. Electronic Delivery (optional)
I consent to receive statements concerning my investment in any Thornburg Fund through the Thornburg website, Thornburg.com. I 
understand that an e-mail will be sent when the document(s) is/are available. I agree to inform Thornburg of any e-mail address 
changes.

 Yes, I would like to receive monthly/quarterly statements electronically*.

 Yes, I would like to receive transaction confirmations electronically*.

 Yes, I would like to receive tax forms electronically*.

* Information will be in PDF format. Software and technical assistance needed to view the document(s) will be available at no cost. 

For bond fund investors only: The bond funds send a monthly statement to shareowners. If you would like to receive a statement for 
your bond fund quarterly instead of monthly, please check the box below.

 Yes, I would like to receive only a quarterly statement for my bond fund investment

15. Information and Certifications Concerning Tax Withholding
By signing this form, the undersigned certifies that the student is a U.S. Person (a U.S. citizen or a resident alien).
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The student is    U.S. Citizen or   Resident Alien. 

	 The undersigned certifies that the number shown in Part 1 of this adoption agreement is the student’s correct Social Security number (or the stu-
dent is waiting to be issued a Social Security number).

16. Certifications and Signatures
If this is a rollover ESA, the undersigned certifies that any assets transferred in kind are the same assets received in the distribution 
being rolled over; that no other rollover from the transferring ESA has been made within the one-year period immediately preceding this 
rollover, and further that the assets being rolled over into this account were not previously rolled over into the transferring ESA within 
the one-year period immediately preceding this rollover; that such distribution was received within 60 days of making the rollover to this 
account; and that the student identified in Item 1 above is either the person for whose benefit the prior ESA was maintained or a 
member of such person’s family (within the meaning of Internal Revenue code section 529(e)(2)).

If this is an annual contribution ESA, the undersigned certifies that the student is less than 18 years old or is a special needs student 
and that all contributions made on the student’s behalf to this or any other ESAs do not exceed $2,000 in a single tax year. If this is a 
transfer or rollover of an existing ESA, the undersigned certifies that the student is less than 30 years old or is a special needs student 
and that the relationship indicated in section 4 is correct.

The undersigned acknowledges having received and read the “ESA Disclosure Statement” relating to this account (including the 
custodian’s fee schedule), the Coverdell Education Savings Custodial Account Agreement, and the “Instructions” pertaining to this 
adoption agreement.

The undersigned acknowledges receipt of the custodial account agreement and ESA disclosure statement at least 7 days before the 
date of signature (as indicated below) and acknowledges that there is no further right of revocation.

If this is a contribution from a corporate entity, the undersigned represents that they have the requisite authority to sign this adoption 
agreement on behalf of such entity and that the establishment of the account and contribution thereto have been duly approved by all 
requisite corporate actions.

The undersigned acknowledges that adverse income tax consequences (including possible penalties) may apply for providing false or 
incorrect information and certifies that the information provided above is accurate and correct.

Signature of Student (If the student has attained the age of majority in their state of residence) Date

Signature of Donor (or Representative of Corporate Entity) Date

	 If the student is a minor under the laws of the student’s state of residence, acceptance by the custodian of the contribution to this account is expressly 
conditioned upon the agreement of the parent (identified above in section 2) to be responsible for all requirements of the student under the documents 
governing the account, and to exercise the powers and duties of the student, with respect to the operation of the account. Upon reaching the age of 
majority in the state in which the student then resides, the student may advise the custodian in writing (accompanied by such supporting documenta-
tion as the custodian may require) that they are assuming sole responsibility to exercise all powers and duties associated with the administration of the 
account. Absent such written notice by the  
student, the custodian shall have no responsibility to acknowledge the student’s exercise of such powers and duties of administration. 

	 ALL CHECKS SHOULD BE PAYABLE TO THORNBURG 
MAIL COMPLETED FORMS AND CHECKS TO: 
Thornburg 
P.O. Box 219017 
Kansas City, MO 64121-9017 
(800) 847-0200

Custodian Acceptance. UMB Bank, n.a., will accept appointment as custodian of the account. However, this agreement is not binding 
upon the custodian until the student has received a statement of the transaction. Receipt by the student of a confirmation of the 
purchase of the fund shares indicated above will serve as notification of UMB Bank, n.a.’s acceptance of appointment as custodian of 
the account.

UMB Bank, n.a., CUSTODIAN

RETAIN A PHOTOCOPY OF THE COMPLETED ADOPTION AGREEMENT FOR YOUR RECORDS

As with all personal financial accounts, property may be transferred to the state if no activity occurs in your account within the time 
period specified by state law, and we are unable to communicate with you about your account.
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1. Responsible Individual (Parent/Guardian of Designated Beneficiary)
 Mother  Father  Guardian*

*If “guardian,” submit proof of guardianship.

First Name M.I. Last Name

Responsible Person’s Social Security Number (required) Date of Birth (required)

Street Address Phone Number

City State Zip

Daytime Telephone Number 	

2. Designated Coverdell ESA Beneficiary 
Insert the name of the student benefiting under the UMB Bank, n.a., Education Savings Account (as specified in section 1 of the UMB 
Bank, n.a., Coverdell Education Savings Custodial Account Adoption Agreement).

First Name M.I. Last Name

Student’s Social Security Number (Required)

Street Address

City State Zip

3. Instructions to Current ESA Custodian or Trustee

Name of Custodian/Trustee

Street Address

City State Zip

Phone Number Current Account Number

Please transfer assets from the above account to UMB Bank, n.a. Transfer should be in cash according to the following instructions:

 Liquidate and transfer the total amount in this account. 

 Liquidate and transfer $		   and retain the balance.

 Transfer-in-kind	 	  (please indicate “All” or specify amount)

Make check payable to:	 Thornburg 
			   P.O. Box 219017 
			   Kansas City, MO 64121-9017

UMB Bank, n.a.
Coverdell Education Savings Custodial Account 
Transfer of Education Savings Account Assets Form
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4. Investment Instructions to UMB Bank, n.a.
(Check one box and complete if necessary)

	 Invest the transferred amount in accordance with the investment instructions currently in effect for the student’s UMB Bank, n.a., Coverdell Educa-
tion Savings Custodial Account.

	 If such an account is already open, give account number: 	 	

	 Invest the transferred amount as follows:	

Class A Class C

Better World International Fund   131   617 ____________%

Core Plus Bond Fund   175   627 ____________%

Developing World Fund   118   680 ____________%

Global Opportunities Fund   122   672 ____________%

International Equity Fund   139   639 ____________%

International Growth Fund   119   609 ____________%

Investment Income Builder Fund   161   661 ____________%

Limited Term Income Fund   196   646 ____________%

Limited Term U.S. Government Fund   142   642 ____________%

Small/Mid Cap Core Fund   167   647 ____________%

Small/Mid Cap Growth Fund   183   653 ____________%

Strategic Income Fund   121   637 ____________%

Summit Fund   1450 n/a ____________%

Ultra Short Income Fund   130 n/a ____________%

 Must Total 100% 

The undersigned acknowledges having sole responsibility for the foregoing investment choices and having received a current prospec-
tus for each fund selected. Please read the prospectus(es) of the fund(s) selected before investing.

The undersigned understands that the requirements for a valid transfer between ESAs are complex and acknowledges having responsi-
bility for complying with all requirements and for the tax results of any such transfer.

5. By signing below, I authorize and direct the current custodian or trustee to make the 
transfer specified in this form

Signature Date

MEDALLION SIGNATURE GUARANTEE 

(only if required by current custodian or trustee; notary public is  
NOT acceptable)

Signature guaranteed by:

Name of Bank or Dealer Firm Signature of Officer and Title

Special Note: If the student is a minor under the law of student’s state of residence, the parent or guardian must execute this Transfer of 
Education Savings Account Assets Form.

Affix Medallion Signature Guarantee Here
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6. Acceptance By New Custodian (to be completed by UMB Bank, n.a.)
UMB Bank, n.a., agrees to accept transfer of the above amount for deposit to the student’s UMB Bank, n.a., Coverdell Education 
Savings Custodial Account, and requests the liquidation and transfer of assets as indicated above. See attached Letter of Acceptance 
for the signature of an authorized office of the custodial agent.
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The depositor whose name appears on the application is establishing a 
Coverdell Education Savings Account under section 530 for the benefit of 
the designated beneficiary whose name appears on the application exclu-
sively 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 has assigned the custodial account the sum indicated on the 
application.

The depositor and the custodian make the following agreement:

ARTICLE I

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 contribu-
tions 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).

ARTICLE II

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)).

ARTICLE III

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.

ARTICLE IV

The depositor shall have the power to direct the custodian regarding the 
investment of the amount listed on the application 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 regard-
ing 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 respon-

sible 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 distri-
bution 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 individ-
ual 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. 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 ben-
eficiary’s parent or guardian.

ARTICLE VI

The Responsible Individual may 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 proce-
dures.

ARTICLE VII

1. The depositor agrees to provide the custodian with all information neces-
sary 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.

ARTICLE VIII

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

ARTICLE IX

This agreement will be amended as necessary to comply with the provi-
sions of the Code and the related regulations. Other amendments may be 
made with the consent of the depositor and custodian whose signatures 
appear on the application.

ARTICLE X

10.01	 Definitions – As used in this Custodial Agreement the following 
terms have the following meanings:

“Adoption Agreement” is the application signed by the Donor to accompany 
and adopt this Custodial Account. The Adoption Agreement may also be 
referred to as the “Account Application”.

UMB, n.a. COVERDELL ESA CUSTODIAL ACCOUNT AGREEMENT

Form 5305-EA under section 530 of the Internal Revenue Code.	 FORM (Rev. October 2016)
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“Agreement” means this UMB Bank, n.a. Coverdell Education Savings Cus-
todial Account Agreement and the Adoption Agreement signed by the 
Donor. 

“Ancillary Fund” means any mutual fund or registered investment compa-
ny designated by Sponsor, which is (i) advised, sponsored or distributed 
by a duly licensed mutual fund or registered investment company oth-
er than the Custodian, and (ii) subject to a separate agreement between 
the Sponsor and such mutual fund or registered investment company, to 
which neither the Custodian nor the Service Company is a party; provided, 
however, that such mutual fund or registered investment company must 
be legally offered for sale in the state of the Depositor’s residence.

“Custodial Account” means the Coverdell Education Savings Account es-
tablished using the terms of this Agreement and the Adoption Agreement 
signed by or on behalf of the Student.

“Custodian” means UMB Bank, n.a.

“Distributor” means the entity which has a contract with the Fund(s) to serve 
as distributor of the shares of such Fund(s). In any case where there is 
no Distributor, the duties assigned hereunder to the Distributor may be 
performed by the Fund(s) or by an entity that has a contract to perform 
management or investment advisory services for the Fund(s). In any case 
where there is no Distributor, the duties assigned hereunder to the Distrib-
utor may be performed by the Fund(s) or by an entity that has a contract 
to perform management or investment advisory services for the Fund(s).

“Donor” means the person or entity designated as such in the Adoption 
Agreement (or on a form acceptable to the Custodian for use in con-
nection with the Custodial Account, and filed with the Custodian.) The 
individual or entity who is the “Donor” (as used in this Article X) and the 
individual or entity who is the “Depositor” (as used in Articles I through X) 
are the same.

“Fund” means any registered investment company which is specified in the 
Adoption Agreement, or which is advised, sponsored or distributed by 
Sponsor; provided, however, that such a mutual fund or registered invest-
ment company must be legally offered for sale in the state of the Student’s 
residence. Subject to the provisions of Section 10.02 below, the term 
“Fund” includes an Ancillary Fund.

“Parent” means the person designated as such in the Adoption Agreement 
(or a form acceptable to the Custodian for use in connection with the Cus-
todial Account). The individual who is the “Parent” (as used in this Article X) 
and the individual who is the “Responsible Individual” (as used in Articles I 
through X) are the same. The individual designated and serving as Parent 
at any time may be changed as provided in Article V or Section 10.08(d) of 
this Article X, or under such other circumstances and in accordance with 
such procedures as the Custodian may agree to.

“Service Company” means any entity employed by the Custodian or the Dis-
tributor, including the transfer agent for the Fund(s), to perform various 
administrative duties of either the Custodian or the Distributor. In any case 
where there is no Service Company, the duties assigned hereunder to 
the Service Company will be performed by the Distributor (if any) or by an 
entity that has a contract to perform management or investment advisory 
services for the Fund(s).

“Sponsor” means Thornburg Funds. Reference to the Sponsor includes ref-
erence to any affiliate of Sponsor to which Sponsor has delegated (or 
which is in fact performing) any duty assigned to Sponsor under this 
Agreement.

“Special Needs Student” is a Student who, because of a physical, mental, or 

emotional condition (including a demonstrable learning disability) requires 
additional time to complete his or her education. Any requirements for 
a “Special Needs Student” specified in IRS regulations or rulings (if any) 
defining this term also must be satisfied.

“Spouse” means an individual married to another individual under the laws 
of the applicable jurisdiction. The term “spouse” shall include same-sex 
individuals whose marriage was validly entered into in a jurisdiction whose 
laws authorize such marriage even if the couple is domiciled in a state that 
does not recognize the validity of same-sex marriages. The term “spouse” 
shall not include individuals (whether of the same or opposite sex) who 
have entered into a registered domestic partnership, civil union, or other 
similar relationship recognized under the laws of a jurisdiction that is not 
denominated as marriage under the laws of the jurisdiction. An individual 
and his or her spouse are deemed to be “married” for all purposes of this 
Agreement.

“Student” means the person designated as such in the Adoption Agreement 
(or on a form acceptable to the Custodian for use in connection with the 
Custodial Account, and filed with the Custodian). The individual who is the 
“Student” (as used in this Article X) and the individual who is the “Designat-
ed Beneficiary” (as used in the application and in Articles I through X) are 
the same. The Student may, in writing on such form as may be acceptable 
to the Custodian designate another person, who is a “family member” of 
the Student (within the meaning of section 529(e)(2) of the Code) who is 
under the age of 30 (or who is a Special Needs Student of any age) as 
the successor Designated Beneficiary and Student with respect to the 
Custodial Account hereunder, and thereafter such individual will be the 
designated Beneficiary and the Student for purposes of Articles I through 
IX and Article X respectively.

10.02	 Investments – All contributions to the Custodial Account shall be 
invested and reinvested in full and fractional shares of one or more Funds. 
All such shares shall be held as book entry shares, and no physical shares 
or share certificates will be held in the Custodial Account. Such invest-
ments shall initially be made in such proportions and/or in such amounts 
as are specified in the Adoption Agreement or by other written notice to 
the Service Company (in such form as may be acceptable to the Service 
Company) may direct.

The parties to this Agreement recognize and agree that the Sponsor may 
from time-to-time designate an Ancillary Fund in which all or a portion of 
the contributions to a Custodial Account may be invested and reinvested. 
Despite any contrary provision of this Agreement, neither the Custodian 
nor the Service Company has any discretion with respect to the designa-
tion of any Ancillary Fund.

Subsequent exchanges among Funds shall be made in accordance with 
written instructions from the Student. The Service Company shall be re-
sponsible for promptly transmitting all investment directions by the Stu-
dent for the purchase or sale of shares of one or more Funds hereunder to 
the Funds’ transfer agent for execution. However, if investment directions 
with respect to the investment of any contribution hereunder are not re-
ceived initially from the Donor or thereafter from the Student as required or, 
if received, are unclear or incomplete in the opinion of the Service Compa-
ny, the contribution may be paid to the Student, or may be held uninvest-
ed (or invested in a money market fund if available) pending clarification 
or completion by the Donor or the Student, as the case may be, in either 
case without liability for interest, depreciation in value or loss of income or 
appreciation. If any other directions or other orders by the Student with 
respect to the sale or purchase of shares of one or more Funds are un-
clear or incomplete in the opinion of the Service Company, the Service 
Company will refrain from carrying out such investment directions or from 
executing any such sale or purchase, without liability for loss of income or 
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for appreciation or for depreciation of any asset, pending receipt of clarifi-
cation or completion from the Student.

All initial investment directions by the Donor or subsequent investment di-
rections by the Student will be subject to any minimum initial or additional 
investment or minimum balance rules applicable to a Fund as described 
in its prospectus.

	 All dividends and capital gains or other distributions received on the shares 
of any Fund shall be (unless received in additional shares) reinvested in 
full and fractional shares of such Fund (or any other Fund offered by the 
Sponsor, if so directed).

	 If any Fund held in the Custodial Account is liquidated or is otherwise 
made unavailable by the Sponsor as a permissible investment for a Cus-
todial Account hereunder, the liquidation or other proceeds of such Fund 
shall be invested in accordance with the instructions of the Student. If the 
Student does not give such instructions, or if such instructions are unclear 
or incomplete in the opinion of the Service Company, the Service Com-
pany may invest such liquidation or other proceeds in such other Fund 
(including a money market fund if available) as the Sponsor designates, 
provided that the Sponsor gives at least thirty (30) days advance written 
notice to the Donor and the Service Provider. In such case, neither the 
Service Company nor the Custodian will have any responsibility for such 
investment.

	 Alternatively, if the Donor does not give instructions and the Sponsor does 
not designate such other Fund as described above then the Donor (or 
his or her Beneficiaries) will be deemed to have directed the Custodian 
to distribute any amount remaining in the Fund to (i) the Donor (or to his 
Beneficiaries as their interests shall appear on file with the Custodian) or, 
(ii) if the Donor is deceased with no Beneficiaries on file with the Custodi-
an, then to the Donor’s estate, subject to the Custodian’s right to reserve 
funds as provided in Section 10.15. The Sponsor and the Custodian will 
be fully protected in making any and all such distributions pursuant to this 
Section 10.02, provided that the Sponsor gives at least thirty (30) days ad-
vance written notice to the Donor and the Service Provider. In such case, 
neither the Service Company nor the Custodian will have any responsibility 
for such distribution. The Donor (or his or her Beneficiaries) shall be fully 
responsible for any taxes due on such distribution.

10.03 Exchanges – Subject to the minimum initial or additional investment, 
minimum balance and other exchange rules applicable to a Fund, the Stu-
dent may at any time direct the Service Company to exchange all or a 
specified portion of the shares of a Fund in the Custodial Account for 
shares and fractional shares of one or more other Funds. The Student shall 
give such directions by written notice acceptable to the Service Company, 
and the Service Company will process such directions as soon as prac-
ticable after receipt thereof (subject to the second paragraph of Section 
10.02 of this Article X).

10.04 Transaction Pricing – Any purchase or redemption of shares of a Fund 
for or from the Custodial Account will be effected at the public offering 
price or net asset value of such Fund (as described in the then effective 
prospectus for such Fund) next established after the Service Company 
has transmitted the Student’s investment directions to the transfer agent 
for the Fund(s).

	 Any purchase, exchange, transfer or redemption of shares of a Fund for 
or from the Custodial Account will be subject to any applicable sales, re-
demption or other charge as described in the then effective prospectus for 
such Fund.

10.05 Recordkeeping – The Service Company shall maintain adequate re-
cords of all purchases or sales of shares of one or more Funds for the 
Student’s Custodial Account. Any Custodial Account maintained in con-

nection herewith shall be in the name of the Custodian for the benefit of 
the Student. All assets of the Custodial Account shall be registered in the 
name of the Custodian or of a suitable nominee. The books and records 
of the Custodian shall show that all such investments are part of the Cus-
todial Account.

	 The Custodian shall maintain or cause to be maintained adequate records 
reflecting transactions of the Custodial Account. In the discretion of the 
Custodian, records maintained by the Service Company with respect to 
the Custodial Account hereunder will be deemed to satisfy the Custodian’s 
recordkeeping responsibilities. The Service Company agrees to furnish the 
Custodian with any information the Custodian requires to carry out the 
Custodian’s recordkeeping responsibilities.

10.06 Allocation of Responsibility – Neither the Custodian nor any other par-
ty providing services to the Custodial Account will have any responsibil-
ity for rendering advice with respect to the investment and reinvestment 
of the Custodial Account, nor shall such parties be liable for any loss or 
diminution in value which results from the Donor’s initial or the Student’s 
subsequent exercise of investment control over the Custodial Account. 
Donor will have and exercise exclusive responsibility for the initial invest-
ment of the assets of the Custodial Account. Thereafter Student shall have 
and exercise exclusive responsibility for and control over the investment 
of the assets of the Custodial Account. Neither Custodian nor any other 
party shall have any duty to question directions in that regard or to advise 
regarding the purchase, retention or sale of shares of one or more Funds 
for the Custodial Account.

10.07 Appointment of Investment Advisor – The Student may in writing ap-
point an investment advisor with respect to the Custodial Account on a 
form acceptable to the Custodian and the Service Company. The invest-
ment advisor’s appointment will be in effect until written notice to the con-
trary is received by the Custodian and the Service Company. While an 
investment advisor’s appointment is in effect, the investment advisor may 
issue investment directions or may issue orders for the sale or purchase 
of shares of one or more Funds to the Service Company, and the Service 
Company will be fully protected in carrying out such investment directions 
or orders to the same extent as if they had been given by the Student.

	 The Student’s appointment of any investment advisor will also be deemed 
to be instructions to the Custodian and the Service Company to pay such 
investment advisor’s fees to the investment advisor from the Custodial 
Account hereunder without additional authorization by the Student or the 
Custodian.

10.08 Distributions –

(a) Responsibility for Distributions. Distribution of the assets of the Custo-
dial Account shall be made at such time and to such person or entity as 
the Student shall elect by written order to the Custodian. The Student 
will be responsible for (and the Custodian will have no responsibility for) 
including and reporting any distribution from the Custodial Account in 
the gross income of the Student in a manner consistent with the re-
quirements of Code section 72 and Code Section 530 (which sections 
provide that distributions shall be considered to consist partly of princi-
pal contributions and partly of earnings and appreciation (or deprecia-
tion) in value) and any other applicable Code requirements. In general, 
the portion of a withdrawal considered to be principal is not subject to 
income tax, and the portion considered to be earnings and appreciation 
is generally subject to income tax and a potential penalty tax unless 
such withdrawal is used to pay the qualified education expenses of the 
Student (as defined in Code Section 530) and such qualified education 
expenses for the tax year are not less than the aggregate withdrawals 
from the Custodial Account during the tax year. In addition, such Code 
sections provide that, if the aggregate withdrawals exceed the qualified 
education expenses for the Student for that year, the amount that must 
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be included as income for tax purposes is determined by first determin-
ing the ratio that the qualified education expenses bear to the actual 
withdrawal. The portion of the withdrawal that is potentially subject to 
taxation – the amount of earnings or appreciation – is then multiplied by 
that percentage amount. The resultant sum is the amount excludable 
from income. 

	 Notwithstanding the foregoing general information about the tax treat-
ment of distributions from the Custodial Account, the Student will be 
responsible for properly reporting and, to the extent applicable, paying 
income taxes or applicable penalties on, any distribution from the Cus-
todial Account.

(b)	 Taxability of Distributions. Student acknowledges that any distribution 
of a taxable amount from the Custodial Account (except for distribu-
tions specified in Code Section 530, including distribution on account 
of Student’s disability or death, return of an “excess contribution” re-
ferred to in Code Section 530(d)(4)(C), a “rollover” from this Custodial 
Account, or distributions made on account of a qualified scholarship, 
allowance or payment described in Code section 25A(g)(2)), may sub-
ject Student to an additional tax on distributions under Code Section 
530(d)(4). For these purposes, Student will be considered disabled if 
Student can prove, as provided in Code Section 72(m)(7), that Student 
is unable to engage in any substantial gainful activity by reason of any 
medically determinable physical or mental impairment which can be 
expected to result in death or be of long-continued and indefinite du-
ration. Neither the Custodian nor any other party providing services to 
the Custodial Account assumes any responsibility for monitoring or ap-
proving the purposes for which such distributions are used, nor for the 
tax treatment accorded any distribution from the Custodial Account; 
such responsibility rests solely with the person ordering or receiving the 
distribution.

(c)	 Distribution Requirements at age 30. Any balance remaining in the 
Custodial Account when the Student attains age 30 is, pursuant to 
Code Section 530, to be distributed to the Student. The Student has 
the responsibility to notify the Custodian to make such distribution and 
the Student will be responsible for any tax consequences of not so 
directing the Custodian. However, the Custodian may, based upon its 
records, make a distribution to the Student upon the Student’s attaining 
age 30, and/or the Custodian may report the balance in the Custodial 
Account at such time as a “deemed distribution” and thereafter main-
tain the Custodial Account as a taxable account (not an Education Sav-
ings Account), and/or the Custodian may take any other action required 
by law or by the IRS, and the Custodian will have no responsibility for 
any of the foregoing actions. This Section 10.08(c) shall not apply if the 
Student is a Special Needs Student. The Custodian may rely on any 
statement or certification (in the Adoption Agreement or other writing) 
filed with the Custodian to the effect that the Student is a Special Needs 
Student.

(d)	 Designated Beneficiary. Upon the death of the Student, if a member 
of the Student’s family (as defined in Code Section 529) who is under 
age 30 at the time of the Student’s death or a Special Needs Student 
is the Designated Beneficiary for the Custodial Account, the Custodial 
Account will continue to be maintained as an Education Savings Cus-
todial Account for the benefit of the Designated Beneficiary (who there-
upon will be entitled to be treated as the Student hereunder; and, upon 
proper notification to the Custodian of the original Student’s death, 
the Custodian will treat the Designated Beneficiary as the Student for 
purposes of administering the Custodial Account). If the Designated 
Beneficiary at the time of the Student’s death is not a family member 
of the Student who is either under age 30 or a Special Needs Student, 
the Designated Beneficiary will be entitled to receive the remaining bal-
ance in the Custodial Account and any withdrawal by such Designated 

Beneficiary will be a taxable distribution (and reported as such by the 
Custodian in accordance with applicable regulations). If not withdrawn 
by the Designated Beneficiary within 30 days after the Student’s death, 
the balance in the Custodial Account will be reported by the Custodian 
as a “deemed distribution” to the Designated Beneficiary in accordance 
with applicable regulations, and the Custodian may thereafter maintain 
the Custodial Account as a taxable account (not an Education Savings 
Account). If there is no Designated Beneficiary, any balance remaining 
in the Custodial Account will be distributed to the Student’s estate in 
the manner required by Code Section 530, and the Custodian will have 
no responsibility for making such a distribution, or for not making such 
distribution in the absence of instructions to do so from the legal rep-
resentative of the Student’s estate, and/or the Custodian may report 
the balance in the Student’s Custodial Account at death as a “deemed 
distribution” and thereafter maintain the Custodial Account as a taxable 
account, and the Custodian will have no responsibility for so doing.

	 The Parent (in the event the deceased Student was a minor at the time 
of death) or the executor or other representative of the Student’s estate 
(if the deceased Student was not a minor at the time of death) has the 
responsibility to notify the Custodian of the Student’s death as soon as 
practicable.

	 In the event that the Custodian continues to maintain the Custodial Ac-
count as an Education Savings Account for the benefit of the Designat-
ed Beneficiary under the first sentence of the preceding paragraph, the 
deceased Student’s Parent will continue to be the Parent for purposes 
of the Custodial Account and to discharge the rights and responsibil-
ities of the Student hereunder until the Designated Beneficiary (as the 
new Student for the Custodial Account) reaches the age of majority in 
the state of his or her residence and notifies the Custodian in accor-
dance with this Agreement that the Student is assuming control of the 
Custodial Account. However, the Parent may in writing to the Custodi-
an designate a new Parent, providing such information concerning a 
new Parent and such acceptance of designation by the new Parent as 
the Custodian may request, the Custodian will thereupon treat the new 
Parent as the Parent for purposes of administration of the Custodial 
Account. 

	 Despite any contrary provision of this Agreement, the Custodian may 
disregard the express terms of a Beneficiary designation under this Sec-
tion 10.08(d) and pay over the balance of the deceased Depositor’s in-
terest in his or her Custodial Account to a different person, trust, estate 
or other beneficiary, where the Custodian determines, in the reasonable 
and good faith exercise of its discretion, that an applicable state law, 
court decree or other ruling governing the disposition or appointment 
of property incident to a divorce or other circumstance affecting inheri-
tance rights so requires and if the Custodian has knowledge of the facts 
that may invalidate the designation of such Beneficiary.

10.09 Distribution Instructions – The Custodian assumes (and shall have) no 
responsibility to make any distribution or process any withdrawal request 
except upon the written order of Student containing such information as 
the Custodian may reasonably request (provided that the Custodian may 
make distributions on its own initiative to the extent specifically provided 
for in Section 10.08). Also, before making any distribution or honoring any 
assignment of the Custodial Account, Custodian shall be furnished with 
any and all applications, certificates, tax waivers, signature guarantees 
and other documents (including proof of any legal representative’s author-
ity) deemed necessary or advisable by Custodian, but Custodian shall not 
be responsible for complying with any order or instruction which appears 
on its face to be genuine, or for refusing to comply if not satisfied it is 
genuine and in good order, and Custodian has no duty of further inquiry. 
Any distributions from the Custodial Account may be mailed, first-class 
postage prepaid, to the last known address of the person or entity who 
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is to receive such distribution, as shown on the Custodian’s records, and 
such distribution shall to the extent thereof completely discharge the Cus-
todian’s liability for such payment.

10.10 Tax Reporting Responsibilities – The Student agrees to provide in-
formation to the Custodian at such time and in such manner as may be 
necessary for the Custodian to prepare any reports required under Section 
530(h) or other provision of the Code.

(a) The Custodian or the Service Company will submit reports to the In-
ternal Revenue Service and the Student at such time and manner and 
containing such information as is prescribed by the Internal Revenue 
Service.

(b)	 The Student, Custodian and Service Company shall furnish to each 
other such information relevant to the Custodial Account as may be 
required under the Code and any regulations issued or forms adopted 
by the Internal Revenue Service thereunder or as may otherwise be 
necessary for the administration of the Custodial Account.

(c)	 The Student and/or the Donor shall file any reports to the Internal Rev-
enue Service which are required of either of them by law, and neither 
the Custodian nor Service Company shall have any duty to advise either 
concerning or monitor either’s compliance with such requirement.

10.11 Amendments –

(a)	 Student retains the right to amend this Custodial Account document 
in any respect at any time, effective on a stated date which shall be at 
least 60 days after giving written notice of the amendment (including its 
exact terms) to Custodian by registered or certified mail, unless Custo-
dian waives notice as to such amendment. If the Custodian does not 
wish to continue serving as such under this Custodial Account docu-
ment as so amended, it may resign in accordance with Section 10.15 
below. 

(b)	 Student delegates to the Custodian the Student’s right so to amend, 
provided (i) the Custodian does not change the investments available 
under the Custodial Agreement (other than an amendment to reflect 
any change in the Funds available hereunder made by the Sponsor) and 
(ii) the Custodian amends in the same manner all agreements compara-
ble to this one, having the same Custodian, permitting comparable in-
vestments, and under which such power has been delegated to it; this 
includes the power to amend retroactively if necessary or appropriate 
in the opinion of the Custodian in order to conform this Custodial Ac-
count to pertinent provisions of the Code and other laws or successor 
provisions of law, or to obtain a governmental ruling that such require-
ments are met, to adopt a prototype or master form of agreement in 
substitution for this Agreement, or as otherwise may be advisable in the 
opinion of the Custodian. Such an amendment by the Custodian shall 
be communicated in writing to Student, and Student shall be deemed 
to have consented thereto unless, within 30 days after such communi-
cation to Student is mailed, Student either (i) gives Custodian a written 
order for a complete distribution or transfer of the Custodial Account, 
or (ii) removes the Custodian and appoints a successor under Section 
10.15 below.

	 Pending the adoption of any amendment necessary or desirable to 
conform this Custodial Account document to the requirements of the 
Code, or any amendment thereto or to any applicable provision of the 
regulations or rulings thereunder, the Custodian and the Service Com-
pany may operate the Student’s Custodial Account in accordance with 
such requirements to the extent that the Custodian and/or the Service 
Company deem necessary to preserve the tax benefits of the Custodial 
Account or otherwise necessary to meet all legal requirements, and the 
Custodian and/or Service Company shall have no liability for so doing.

(c)	 Notwithstanding the provisions of subsections (a) and (b) above, no 
amendment shall increase the responsibilities or duties of Custodian 
without its prior written consent.

	 This Section 10.11 shall not be construed to restrict the Custodian’s 
right to substitute fee schedules in the manner provided by Section 
10.14 below, and no such substitution shall be deemed to be an 
amendment of this Agreement.

10.12 Terminations –

(a)	 This Agreement shall terminate and have no further force and effect 
upon a complete distribution of the Custodial Account to the Student 
(or his or her Beneficiaries) or to a successor custodian or trustee in 
accordance with the instructions provided to the Custodian by the 
Student. In addition, the Sponsor shall have the right to terminate this 
Agreement and instruct the Custodian to distribute the Custodial Ac-
count upon thirty (30) days notice to the Custodian and the Student 
(or his or her Beneficiaries if the Student is deceased). In the event of 
such termination by the Sponsor, the Custodian shall transfer the entire 
amount in the Custodial Account to a successor custodian or trustee 
as the Student (or his or her Beneficiaries) shall instruct or shall distrib-
ute the Custodial Account to the Student (or his or her Beneficiaries) 
if so directed. If, at the end of such thirty (30) day period, the Student 
(or his or her Beneficiaries) has not directed the Custodian to transfer 
or distribute the amount in the Custodial Account as described above 
then the Student (or his or her Beneficiaries) will be deemed to have 
directed the Custodian to distribute any amount remaining in the Cus-
todial Account to (i) the Student (or to his or her Beneficiaries as their 
interests shall appear on file with the Custodian) or, (ii) if the Student is 
deceased with no Beneficiaries on file with the Custodian, then to the 
Student’s estate, subject to the Custodian’s right to reserve funds as 
provided in Section 10.15(b). The Sponsor and the Custodian will be 
fully protected in making any and all such distributions pursuant to this 
Section 10.12(a). The Student (or his or her Beneficiaries) shall be fully 
responsible for any taxes due on such distribution. 

(b)	 Sections 10.13(f), 10.15(b) and 10.15(c) hereof shall survive the ter-
mination of the Custodial Account and this document, and Custodian 
shall be relieved from all further liability hereunder or with respect to the 
Custodial Account and all assets thereof so distributed.

10.13 Responsibilities of Custodian and Service Providers –

(a)	 In its discretion, the Custodian may appoint one or more contractors or 
service providers to carry out any of its functions and may compensate 
them from the Custodial Account for expenses attendant to those func-
tions.

(b)	 The Service Company shall be responsible for receiving all instructions, 
notices, forms and remittances from Student and for dealing with or 
forwarding the same to the transfer agent for the Fund(s).

(c)	 The parties do not intend to confer any fiduciary duties on Custodian or 
Service Company (or any other party providing services to the Custodial 
Account), and none shall be implied. Neither shall be liable (or assumes 
any responsibility) for the collection of contributions, the proper amount, 
time or tax treatment of any contribution to the Custodial Account or the 
propriety of any contributions under this Agreement, or the purpose, 
time, amount (including any required distribution amounts), tax treat-
ment or propriety of any distribution hereunder, which matters are the 
sole responsibility of Student.

(d) Not later than 60 days after the close of each calendar year (or after the 
Custodian’s resignation or removal), the Custodian or Service Company 
shall file with Student a written report or reports reflecting the transac-
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tions effected by it during such period and the assets of the Custodial 
Account at its close. Upon the expiration of 60 days after such a report 
is sent to Student, the Custodian or Service Company shall be forever 
released and discharged from all liability and accountability to anyone 
with respect to transactions shown in or reflected by such report except 
with respect to any such acts or transactions as to which Student shall 
have filed written objections with the Custodian or Service Company 
within such 60-day period.

(e)	 The Service Company shall deliver, or cause to be delivered by mail or 
electronically, to Student all notices, prospectuses, financial statements 
and other reports to shareholders, proxies and proxy soliciting materials 
relating to the shares of the Funds(s) credited to the Custodial Account. 
The Custodian shall vote any shares held in the Account in accordance 
with the timely written instructions of the Depositor if received. If no 
timely written voting instructions are received from the Depositor, the 
Depositor agrees that the Custodian may vote such unvoted shares 
as instructed by the Sponsor, which may include voting in the same 
proportion of shares of the Fund for which written voting instructions 
were timely received by the Fund (or its agent) from the Fund’s other 
shareholders or in accordance with the recommendations of the Fund’s 
board of directors in the relevant proxy soliciting materials. In the latter 
case, the Custodian shall have no responsibility to separately review or 
evaluate the Fund’s board of directors’ voting recommendations nor 
have any liability for following the Depositor’s instruction to follow the 
Fund’s board of directors’ recommendation.

(f)	Student and Parent shall always fully indemnify Service Company, 
Sponsor, Distributor, the Fund(s) and Custodian, and shall defend and 
save them harmless from any and all liability whatsoever which may 
arise either (i) in connection with this Agreement and the matters which 
it contemplates, except that which arises directly out of the Service 
Company’s, Distributor’s, Fund’s, Sponsor’s or Custodian’s bad faith, 
gross negligence or willful misconduct, (ii) with respect to making or fail-
ing to make any distribution, other than for failure to make distribution 
in accordance with an order therefor which is in good order and in full 
compliance with Section 10.08, or (iii) actions taken or omitted in good 
faith by such parties. Neither Service Company nor Custodian shall 
be obligated or expected to commence or defend any legal action or 
proceeding in connection with this Agreement or such matters unless 
agreed upon by that party and Student, and unless fully indemnified for 
so doing to that party’s satisfaction. The Custodian’s acceptance of the 
contributions to this Custodial Account is expressly conditioned upon 
Parent’s and Student’s agreement with the foregoing, and with all other 
provisions of this Agreement. Exercise of any right, duty or responsibility 
by Parent (or Student, as the case may be) in connection with the Stu-
dent’s Custodial Account shall be deemed to constitute acceptance of 
this condition.

(g)	 The Custodian and Service Company shall each be responsible solely 
for performance of those duties expressly assigned to it in this Agree-
ment, and neither assumes any responsibility as to duties assigned to 
anyone else hereunder or by operation of law.

(h)	 The Custodian and Service Company may each conclusively rely upon 
and shall be protected in acting upon any written order from Student, 
or any investment advisor appointed under Section 10.07, or any other 
notice, request, consent, certificate or other instrument or paper be-
lieved by it to be genuine and to have been properly executed, and 
so long as it acts in good faith, in taking or omitting to take any other 
action in reliance thereon. In addition, Custodian will carry out the re-
quirements of any apparently valid court order relating to the Custodial 
Account and will incur no liability or responsibility for so doing.

10.14 Fees and Expenses –

(a)	 The Custodian, in consideration of its services under this Agreement, 
shall receive the fees specified on the applicable fee schedule. The fee 
schedule originally applicable shall be the one specified in the Adoption 
Agreement or Disclosure Statement, as applicable. The Custodian may 
substitute a different fee schedule at any time upon 30 days’ written 
notice to Student. The Custodian shall also receive reasonable fees 
for any services not contemplated by any applicable fee schedule and 
either deemed by it to be necessary or desirable or requested by Stu-
dent.

(b)	 Any income, gift, estate and inheritance taxes and other taxes of any 
kind whatsoever, including transfer taxes incurred in connection with 
the investment or reinvestment of the assets of the Custodial Account, 
that may be levied or assessed in respect to such assets, and all other 
administrative expenses incurred by the Custodian in the performance 
of its duties (including fees for legal services rendered to it in connection 
with the Custodial Account) shall be charged to the Custodial Account. 
If the Custodian is required to pay any such amount, the Student shall 
promptly upon notice thereof reimburse the Custodian.

(c)	 All such fees and taxes and other administrative expenses charged to 
the Custodial Account shall be collected either from the amount of any 
contribution or distribution to or from the Custodial Account, or (at the 
option of the person entitled to collect such amounts) to the extent pos-
sible under the circumstances by the conversion into cash of sufficient 
shares of one or more Funds held in the Custodial Account (without li-
ability for any loss incurred thereby). Notwithstanding the foregoing, the 
Custodian or Service Company may make demand upon the Student 
for payment of the amount of such fees, taxes and other administrative 
expenses. Fees which remain outstanding after 60 days may be subject 
to a collection charge.

10.15 Resignation or Replacement of Custodian –

(a)	 Upon 30 days’ prior written notice to the Custodian, Student or Spon-
sor, as the case may be, may remove it from its office hereunder. Such 
notice, to be effective, shall designate a successor custodian and shall 
be accompanied by the successor’s written acceptance. The Custodi-
an also may, but is not required to, at any time resign upon 30 days’ 
prior written notice to Sponsor, whereupon Sponsor shall notify the Stu-
dent, and shall appoint a successor to the Custodian. In connection 
with its removal or resignation hereunder, the Custodian may, but is not 
required to, designate a successor custodian by written notice to the 
Student or Sponsor, if neither the Sponsor nor Student (or Beneficia-
ry) designate a successor custodian, and the Student or Sponsor will 
be deemed to have consented to such successor unless the Student 
or Sponsor designates a different successor custodian and provides 
written notice thereof together with such different successor’s written 
acceptance by such date as the Custodian specifies in its original no-
tice to the Student or Sponsor (provided that the Student will have a 
minimum 30 days to designate a different successor).

(b)	 The successor custodian shall be a bank, insured credit union, or other 
person satisfactory to the Secretary of the Treasury under Code Section 
530(b)(b)(1)(B)(B). Upon receipt by Custodian of written acceptance by 
its successor of such successor’s appointment, Custodian shall trans-
fer and pay over to such successor the assets of the Custodial Account 
and all records (or copies thereof) of Custodian pertaining thereto, 
provided that the successor custodian agrees not to dispose of any 
such records without the Custodian’s consent. Custodian is authorized, 
however, to reserve such sum of money or property as it may deem ad-
visable for payment of all its fees, compensation, costs, and expenses, 
or for payment of any other liabilities constituting a charge on or against 
the assets of the Custodial Account or on or against the Custodian, 
with any balance of such reserve remaining after the payment of all 
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such items to be paid over to the successor custodian.

(c)	 No custodian shall be liable for the acts or omissions of its predecessor 
or its successor.

10.16 Applicable Code – References herein to the “Internal Revenue Code” 
or “Code” and sections thereof shall mean the same as amended from 
time to time, including successors to such sections.

10.17 Delivery of Notices – Except where otherwise specifically required in 
this Agreement, any notice from Custodian to any person provided for 
in this Agreement shall be effective when sent by first-class mail to such 
person at that person’s last address on the Custodian’s records.

10.18 Exclusive Benefit –Student shall not have the right or power to antici-
pate any part of the Custodial Account or to sell, assign, transfer, pledge 
or hypothecate any part thereof. The Custodial Account shall not be liable 
for the debts of Student or subject to any seizure, attachment, execution 
or other legal process in respect thereof except to the extent required by 
law. At no time shall it be possible for any part of the assets of the Cus-
todial Account to be used for or diverted to purposes other than for the 
exclusive benefit of the Student except to the extent required by law.

10.19 Applicable Law/Interpretation – When accepted by the Custodian, 
this Agreement is accepted in and shall be construed and administered 
in accordance with the laws of the state where the principal office of the 
Custodian is located. Any action involving the Custodian brought by any 
other party must be brought in such state. 

	 This Agreement is intended to qualify under Code Section 530 as an Edu-
cation Savings Account and to entitle Student to the tax benefits thereof, 
and if any provision hereof is subject to more than one interpretation or any 
term used herein is subject to more than one construction, such ambiguity 
shall be resolved in favor of that interpretation or construction which is 
consistent with that intent.

	 However, the Custodian shall not be responsible for whether or not such 
intentions are achieved through use of this Agreement, and Student is 
referred to Student’s attorney for any such assurances.

10.20 Professional Advice – Student (or Donor) should seek advice from 
Student’s (or Donor’s) attorney regarding the legal consequences (includ-
ing but not limited to federal and state tax matters) of entering into this 
Agreement, making contributions to the Custodial Account, and order-
ing Custodian to make distributions from the Custodial Account. Student 
(and Donor) acknowledges that Custodian and Service Company (and any 
company associated therewith) are prohibited by law from rendering such 
advice.

10.21 Definition of Written Notice – If any provision of any document govern-
ing the Custodial Account provides for notice, instructions or other com-
munication from one party to another in writing, to the extent provided for 
in the procedures of the Custodian, Service Company or another party, 
any such notice, instructions or other communications may be given by 
telephonic, computer, other electronic or other means, and the require-
ment for written notice will be deemed satisfied.

10.22 Governing Document – This Agreement and the Adoption Agreement 
signed by Student or Donor (as either may be amended) are the docu-
ments governing the Student’s Custodial Account. Articles I through IX are 
in the form promulgated by the Internal Revenue Service in Form 5305-
EA for use in establishing and maintaining an Education Savings Account 
under Code Section 530. If the Internal Revenue Service amends such 
form, the Custodian will amend this Agreement accordingly, and the Stu-
dent specifically consents to such amendment in accordance with Section 
10.11(b) hereof. In addition, if there is any change in the legal requirements 

applicable to Education Savings Accounts, pending the adoption by the 
Internal Revenue Service of a revised Form 5305-EA, the Custodial Ac-
count may be operated in accordance with such changed legal require-
ments, notwithstanding that such operation may be in conflict with the 
unrevised version of Form 5305-EA.

10.23 Representations by Donor and/or Student – The Donor and/or Stu-
dent acknowledges that he or she has received and read the current pro-
spectus for each Fund in which the Custodial Account is invested and 
the Coverdell Education Savings Custodial Account Disclosure Statement 
related to the Custodial Account. The Donor and Student each represent 
under penalties of perjury that his or her Social Security number (or other 
Taxpayer Identification Number) as stated in the Adoption Agreement is 
correct.

GENERAL INSTRUCTIONS

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

WHAT’S NEW

Military death gratuity – Families of soldiers who receive military death 
benefits may contribute, subject to certain limitations, up to 100 percent 
of such benefits into an educational savings account. Publication 970, Tax 
Benefits for Education, explains the rules for rolling over the military death 
gratuity and lists eligible family members.

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.

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

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

IDENTIFICATION NUMBERS

The depositor 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” on the return 
for which is filed to report the depositor’s information. 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 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. 

SPECIFIC INSTRUCTIONS

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

Article X – Article X and any that follow may incorporate additional provi-
sions that are agreed to by the depositor and custodian to complete the 
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agreement. They may include, for example, provisions relating to: defini-
tions, 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 transac-
tions with the depositor, designated beneficiary, or responsible individual, 
etc. Attach additional pages as necessary.

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.

 

DISCLOSURE STATEMENT

 

REQUIREMENTS OF A COVERDELL ESA

A. Cash Contributions – A Coverdell ESA contribution must be in cash.

B. Maximum Contribution – The total amount that may be contributed to any 
and all Coverdell ESAs on behalf of a designated beneficiary is $2,000 per 
year, excluding rollover and transfer contributions.

	 Contributions may not be made to a Coverdell ESA after the designated 
beneficiary’s 18th birthday, except in the case of a special needs benefi-
ciary.

	 The Coverdell ESA contribution that may be made by a depositor is further 
limited if the depositor’s modified adjusted gross income (MAGI) exceeds 
$190,000 and he or she is a married individual filing jointly ($95,000 for 
single taxpayers). Married individuals filing jointly with MAGI exceeding 
$220,000 may not fund a Coverdell ESA. Single individuals with MAGI 
exceeding $110,000 may not fund a Coverdell ESA. The MAGI limits apply 
only to depositors that are individuals.

	 If the depositor is married filing jointly with MAGI between $190,000 and 
$220,000, the maximum Coverdell ESA contribution is determined as 
follows: (1) subtract the depositor’s MAGI from $220,000, (2) divide the 
difference by $30,000, and (3) multiply the result in step (2) by $2,000. 
For example, if the depositor’s MAGI is $205,000, the maximum Coverdell 
ESA contribution that may be made by such depositor is $1,000. This 
amount is determined as follows: [($220,000 minus $205,000) divided by 
$30,000] multiplied by $2,000. 

	 If the depositor is a single tax filer with MAGI between $95,000 and 
$110,000, the maximum Coverdell ESA contribution is determined as 
follows: (1) subtract the depositor’s MAGI from $110,000, (2) divide the 
difference by $15,000, and (3) multiply the 

	 result in step (2) by $2,000. For example, if the depositor’s MAGI is 
$98,000, the maximum Coverdell ESA contribution that may be made 
by such depositor is $1,600. This amount is determined as follows: 
[($110,000 minus $98,000) divided by $15,000] multiplied by $2,000.

	 The Coverdell ESA contribution that may be made by a depositor is not 
limited by contributions made by the depositor to Traditional or Roth IRAs. 
In addition, there is no earned income requirement to be eligible to con-
tribute to a Coverdell ESA. There is no requirement that the depositor 
be related to the designated beneficiary in order to make contributions. 
In addition, the designated beneficiary may contribute to his or her own 
Coverdell ESA.

C.	Establishing An Education Savings Account – This Disclosure Statement 
contains information about an education savings custodial account with 
UMB Bank, n.a. as custodian. An Education Savings Account provides 
several tax benefits. While contributions to an Education Savings Account 
are not deductible to the contributor, dividends on and growth of the as-
sets held in the Education Savings Account are not subject to federal 
income tax. Withdrawals from an Education Savings Account are exclud-
ed from income for federal income tax purposes if used for qualified ed-
ucation expenses (described below). State income tax treatment of your 
Education Savings Account may differ from federal treatment; ask your 
state tax department or your personal tax advisor for details.

	 Regular annual contributions to Education Savings Accounts must be 
made in cash, on behalf of a designated individual (the “student”) who is 
less than 18 years old at the time of the contribution, and rollover contri-
butions must be made on behalf of a student who is less than age 30 at 
the time of the rollover. These age restrictions do not apply to a Student 
who is a special needs student (defined below). The trustee or custodian 
must be a bank or other person who has been approved by the Secretary 
of the Treasury. Contributions may not be invested in life insurance or be 
commingled with other property except in a common trust or investment 
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fund. The student’s interest in the account must be non-forfeitable at all 
times. Upon the death of the student, the account may pass to a benefi-
ciary who has been designated as such and who is a qualifying member of 
the student’s family (this is explained below). If the account does not pass 
to such a beneficiary, any balance in the account should be withdrawn by 
the appropriate representative of the student’s estate within 30 days of the 
date of death (if not so withdrawn, the taxable amount will nevertheless 
be treated for income tax purposes as if it had been withdrawn). You may 
obtain further information on Education Savings Accounts from any district 
office of the Internal Revenue Service.

	 The donor (the person who establishes the custodial account) may revoke 
a newly established Education Savings Account at any time within seven 
days after the date on which he or she receives this Disclosure Statement. 
An Education Savings Account established more than seven days after 
the date of receipt of this Disclosure Statement may not be revoked. To 
revoke the Education Savings Account, mail or deliver a written notice of 
revocation to the custodian at the address which appears at the end of 
this Disclosure Statement. Mailed notice will be deemed given on the date 
that it is postmarked (or, if sent by certified or registered mail, on the date 
of certification or registration). If the Education Savings Account is revoked 
within the seven-day period, the donor will receive payment of the entire 
amount originally contributed into the Education Savings Account, without 
adjustment for such items as sales charges, administrative expenses or 
fluctuations in market value.

	 An Education Savings Account is established on behalf of the student and 
is controlled by the student (or parent). The donor making a contribution, 
if not the student or parent, may designate the initial investments in the 
Education Savings Account, but shall have no further rights, interests or 
obligations related to the Education Savings Account, except that he or 
she can make additional contributions, subject to the limits described be-
low.

	 The Adoption Agreement must be signed by the donor, and any and all 
forms, applications, certifications and other documents must be signed 
by the parent if the student has not yet reached the age of majority recog-
nized by the laws of the state of student’s residence (“age of majority”).

	 While the student remains a minor, the parent identified in the Adoption 
Agreement will exercise all of the rights and responsibilities of the student, 
including the selection and exchange of fund shares in which the Educa-
tion Savings Account is invested. The custodian’s acceptance of the con-
tribution to this Education Savings Account is conditioned on agreement 
by the parent of any student who is a minor to be bound by all of the terms 
and conditions of this Disclosure Agreement and the provisions set out in 
Articles I-X of the Custodial Account Agreement. The student may notify 
the custodian in writing that he or she has reached the age of majority in 
the state where the student then resides (and provide any documentation 
the custodian may request verifying the fact that he or she has attained 
such age). Upon receiving such request (and documentation, if request-
ed), the custodian will recognize the student as the individual controlling 
the custodial account with power to exercise all rights and responsibilities 
related to the Education Savings Account, and the parent will thereafter 
have no control or power over the custodial account. NOTE: The Cus-
todian is under no obligation to determine whether any parent actually 
holds the legal right and capacity to direct or control a student’s Education 
Savings Account.

 
 
 
 
 
 

D. Fees and Expenses 

	 Custodian’s fees

	 The following is a list of the fees charged by the custodian for maintaining 

your Education Savings Account:  

 

Annual Maintenance Fee per Mutual Fund Account $10.00

	 General fee policies

	 Fees may be paid by you directly or the custodian may deduct them from 
your Education Savings Account.

	 Fees may be changed upon 30 days written notice to you.

	 The full annual maintenance fee will be charged for any calendar year 
during which you have an Education Savings Account with us. This fee is 
not prorated for periods of less than one full year.

	 If provided for in the Disclosure Statement or Adoption Agreement, termi-
nation fees are charged when your custodial account is closed whether 
the funds are distributed to you or transferred to a successor custodian or 
trustee.

	 The custodian may charge you for its reasonable expenses for services 
not covered by its fee schedule.

	 Other charges

	 There may be sales or other charges associated with the purchase or 
redemption of shares of a fund in which your Education Savings Account 
is invested. Before investing, be sure to read carefully the current prospec-
tus of any fund you are considering as an investment for your Education 
Savings Account for a description of applicable charges.

E.	Contributions – 

Who may contribute to an Education Savings Account?

Anyone, including the Student, may open and contribute to an Education 
Savings Account established on the student’s behalf, as long as the stu-
dent is less than 18 at the time of the contribution or is a special needs 
student. Contributions (subject to the limitations described below) may 
be made for the benefit of a student who is a special needs student, ir-
respective of his or her age. The person making the contribution—the 
“donor”—can be anyone, even the student; the donor does not have to be 
related to the student. The donor may also be a corporation or other entity.

A “special needs student” is a student who, because of a physical, mental or 
emotional condition (including a demonstrable learning disability), requires 
additional time to complete his or her education. Any requirements for 
being a special needs student specified in any IRS regulations or rulings 
defining this term must also be satisfied.

Are contributions to an Education Savings Account tax deductible?

Contributions to an Education Savings Account are not deductible. This is 
a major difference between Education Savings Accounts and traditional 
IRAs.

When can contributions be made to an Education Savings Account?

A contribution by an individual donor may be made by the due date (without 
extensions) of the individual’s federal income tax return for that year. Typi-
cally this will be April 15 of the following year.
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Also, if the donor is a corporation or another entity (not an individual), the 
contribution due date for any year is December 31 of that year.

How much may be contributed to an Education Savings Account?

Donors may contribute up to $2,000 in a calendar year for the benefit of 
any one student. For example, if Uncle Joe contributes $1,300 to a UMB 
Bank, n.a. Education Savings Account on behalf of Bobby, his nephew, all 
other contributions made on behalf of Bobby by Uncle Joe or any other 
potential donor (such as parents or grandparents) to this or any other Ed-
ucation Savings Account, are limited to $700 for that tax year. NOTE: The 
custodian is under no obligation, nor can it be, to determine whether the 
maximum limit for any student has been reached. It is the parent’s respon-
sibility to consult with the other parent or guardian to determine whether 
the maximum limits will be exceeded.

For donors or other contributors who are individuals with high income levels, 
the contribution limits may be reduced below $2,000. This depends upon 
the donor’s filing status and the amount of his or her modified adjusted 
gross income (MAGI). The following table shows how the contribution lim-
its are restricted.

F.	 Investments – 

How are Education Savings Account contributions invested?

	 The donor indicates the initial investment elections on the Adoption Agree-
ment. Thereafter, the student controls the investment by making choices 
among the available fund(s) in accordance with the fund rules. Invest-
ments must be in one or more of the fund(s) available from time to time 
as listed in the Adoption Agreement for the Education Savings Account 
or in an investment selection form provided with the Education Savings 
Account Adoption Agreement or from the fund distributor or service com-
pany. The investments of your Education Savings Account are directed by 
giving the investment instructions to the distributor or service company 
for the fund(s). Since the student controls the investment of the Educa-
tion Savings Account, he or she is responsible for the investment results 
achieved; neither the custodian, the distributor nor the service company 
has any responsibility for any loss or diminution in value occasioned by 
your exercise of investment control. Transactions for the Education Sav-
ings Account will generally be at the applicable public offering price or net 
asset value for shares of the fund(s) involved next established after the 
distributor or the service company (whichever may apply) receives proper 
investment instructions from you; consult the current prospectus for the 
fund(s) involved for additional information. 

	 Before making any investment, read carefully the current prospectus for 
any fund under consideration as an investment for the Education Savings 
Account. The prospectus will contain information about the fund’s invest-
ment objectives and policies, as well as any minimum initial investment 
or minimum balance requirements and any sales, redemption or other 

charges.

	 Because you control the selection of investments for your Education 
Savings Account and because mutual fund shares fluctuate in value, the 
growth in value of the Education Savings Account cannot be guaranteed 
or projected.

Are there any restrictions on the use of the Education Savings Account as-
sets?

	 The tax-exempt status of the Education Savings Account will be revoked 
if you engage in any of the prohibited transactions listed in Section 4975 
of the tax code. Upon such revocation, the Education Savings Account is 
treated for income tax purposes as if it had distributed its assets to the 
student. The taxable portion of the amount in the Education Savings Ac-
count will be subject to income tax unless the requirements for a tax-free 
withdrawal are satisfied (see below). Also, you may be subject to a 10% 
penalty tax on the taxable amount. 

What is a prohibited transaction?

	 Generally, a prohibited transaction is any improper use of the assets in 
your Education Savings Account. Some examples of prohibited transac-
tions are:

•	 Direct or indirect sale or exchange of property between 
you and your Education Savings Account

•	 Transfer of any property from your Education Savings 
Account to yourself or from yourself to your Education 
Savings Account

The Education Savings Account could lose its tax exempt status if you use all 
or part of your interest in your Education Savings Account as security for 
a loan or borrow any money from your Education Savings Account. Any 
portion of your Education Savings Account used as security for a loan will 
be treated as a distribution in the year in which the money is borrowed. 
This amount may be taxable and you may also be subject to the 10% 
premature withdrawal penalty on the taxable amount.

G.	Tax Matters

What reports does the custodian issue?

	 The custodian will report all withdrawals to the IRS and the recipient on the 
appropriate form. The custodian will also report “deemed distributions” 
from the account (described above).

	 The custodian will report to the IRS the year-end value of the account and 
the amount of any rollovers or regular contributions made for a calendar 
year.  

What tax information must the student report to the IRS?

ESA Contribution Limits

If Donor is a Single Taxpayer 

or Married Filing Separately

If Donor is  

Married Filing Jointly
Then Donor May Make

Modified Adjust-
ed Gross Income 
(MAGI) Level

Up to $95,000 Up to $190,000 Full Contribution

 More than $95,000 but 
less than $110,000

More than $190,000 but 
less than $220,000

Reduced Contribution 
(see explanation below)

$110,000 and up  $220,000 and up  Zero (No Contribution)

Note: Limits are for years beginning on or after January 1, 2002.
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	 IRS Form 5329 must be filed with the IRS for each taxable year for which 
there is made an excess contribution or in which there is a withdrawal that 
is subject to the 10% penalty tax.

Are Education Savings Account withdrawals subject to withholding?

	 Federal income tax withholding requirements have not been established 
by the law or by IRS regulations or rulings. Consult your tax advisor or the 
IRS for the latest information on taxable withdrawals from an Education 
Savings Account.

Are the earnings on Education Savings Account funds taxed?

	 Any dividends on or growth of investments held in an Education Savings 
Account are generally exempt from federal income taxes and will not be 
taxed until withdrawn, unless the tax-exempt status of the Education Sav-
ings Account is revoked. If a withdrawal qualifies as a tax-free withdrawal 
(see above), amounts reflecting earnings or growth of assets in the Educa-
tion Savings Account will not be subject to federal income tax.

H.	Account Termination – The student may terminate the Education Savings 
Account at any time after its establishment by sending a completed with-
drawal form (or other instructions in a form acceptable to the custodian), 
or a transfer authorization form, to:

UMB BANK, N.A.

Thornburg

PO Box 219017

Kansas City, MO 64105

	 An Education Savings Account with UMB Bank, n.a. will terminate upon 
the first to occur of the following:

•	 The date the student’s properly executed withdrawal 
form or instructions (as described above) withdrawing 
the total Education Savings Account balance is received 
and accepted by the custodian.

•	 The date the Education Savings Account ceases to qual-
ify under the tax code. This will be deemed a termination.

•	 The transfer of the Education Savings Account to another 
custodian/trustee.

•	 The rollover of the amounts in the Education Savings 
Account to another custodian/trustee.

	 Any outstanding fees must be received prior to such a termination of an 
Education Savings Account.

I.	 Eligible Custodians – The custodian of the Coverdell ESA must be a bank, 
savings and loan association, credit union, or person or entity approved by 
the Secretary of the Treasury.

J.	Commingling Assets – The assets of the Coverdell ESA cannot be com-
mingled with other property except in a common trust fund or common 
investment fund.

K.	Life Insurance – No portion of the Coverdell ESA may be invested in life 
insurance contracts.

L.	Collectibles – The assets of the Coverdell ESA may not be invested in col-
lectibles (within the meaning of Internal Revenue Code (IRC) Sec. 408(m)). 
A collectible is defined as any work of art, rug or antique, metal or gem, 
stamp or coin, alcoholic beverage, or other tangible personal property 
specified by the Internal Revenue Service (IRS). However, specially minted 
United States gold and silver coins, and certain state-issued coins are 

permissible investments. Platinum coins and certain gold, silver, platinum 
or palladium bullion (as described in IRC Sec. 408(m)(3)) are also permitted 
as Coverdell ESA investments.

M.	Required Distributions – Except in the case of a special needs beneficiary, 
the assets of the Coverdell ESA are required to be distributed to the desig-
nated beneficiary within 30 days of the designated beneficiary’s attainment 
of age 30. The designated beneficiary will be subject to both income tax 
and an additional 10 percent penalty tax on the portion of the distribution 
that represents earnings, if the designated beneficiary does not have any 
qualified education expenses in that year. 

	 Any balance remaining in the Coverdell ESA upon the death of the des-
ignated beneficiary will be distributed within 30 days of the designated 
beneficiary’s death, unless a death beneficiary is named and the death 
beneficiary is a qualified family member under age 30. If the death benefi-
ciary is a qualified family member under age 30, that individual will become 
the designated beneficiary as of the date of death. Qualified family mem-
bers include the designated beneficiary’s child, grandchild, or stepchild, 
brother, sister, stepbrother, or stepsister, nephew or niece, parents, step-
parents, or grandparents, uncle or aunt, spouses of all the family members 
listed above, cousin, and the designated beneficiary’s spouse.

	 If a qualified family member becomes the designated beneficiary, the cus-
todian, if it so chooses for any reason (e.g., due to limitations of its charter 
or bylaws), may require a total distribution of the Coverdell ESA by Decem-
ber 31 of the year following the year of the original designated beneficiary’s 
death.

N.	Responsible Individual – The responsible individual is generally the parent 
or guardian of the designated beneficiary. However, the financial organi-
zation may establish a policy that permits someone other than the des-
ignated beneficiary’s parent or legal guardian to serve as the responsible 
individual. Unless otherwise indicated on the application, the responsible 
individual may not change the designated beneficiary. If the depositor has 
indicated on the application that the responsible individual may change 
the designated beneficiary, the responsible individual may change the 
designated beneficiary to another member of the designated beneficiary’s 
family. The responsible individual will perform the following duties.

1.	Receive a copy of the plan agreement and disclosure statement,

2.	Direct the custodian regarding the investment of contributions, includ-
ing the ability to redirect the investment of the initial contribution,

3.	Direct the custodian regarding the administration, management and 
distribution of the account, unless the plan agreement indicates other-
wise,

4.	Name a successor responsible individual if the need arises,

5.	Notify the custodian of any address change for the individuals identified 
on the plan agreement,

6.	Remove excess contributions made to the Coverdell ESA.

INCOME TAX CONSEQUENCES OF ESTABLISHING A COVERDELL ESA

A.	Contributions Not Deducted – No deduction is allowed for Coverdell ESA 
contributions, including transfer and rollover contributions.

B.	Contribution Deadline – The deadline for making a Coverdell ESA contri-
bution is the depositor’s tax return due date (not including extensions).The 
depositor may designate a contribution as a contribution for the preceding 
taxable year in a manner acceptable to the custodian. For example, if the 
depositor is a calendar-year filer and makes a Coverdell ESA contribution 
on or before the tax filing deadline, the contribution is considered to have 
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been made for the previous tax year if the depositor designates it as such.

C.	Excess Contributions – An excess contribution is any amount that is con-
tributed to the Coverdell ESA that exceeds the eligible contribution limit. If 
the excess is not corrected timely, an additional penalty tax of six percent 
will be imposed on the excess amount. The procedure for correcting the 
excess is determined by the timeliness of the correction as identified be-
low.

1.	Removal Before the Deadline. The responsible individual should remove 
the excess contribution along with the earnings attributable to the ex-
cess, before June 1 of the year following the year for which the excess 
was made. An excess withdrawn by this deadline is not taxable upon 
distribution, but the designated beneficiary must include the earnings 
attributable to the excess in his or her taxable income for the year in 
which the excess contribution was made. The six percent excess con-
tribution penalty tax will be avoided.

2.	Failure to Remove Before the Deadline. Excess Coverdell ESA contribu-
tions that are not removed before June 1 of the year following the year 
for which the excess was made, are treated as contributions for the 
next calendar year. If, however, additional contributions are made for 
that year and the total amount results in an excess, the excess amount 
will be subject to a six percent penalty tax if not removed timely.

	 If additional contributions have been made for the next year, the amount 
of the excess equals the excess contribution for the current year, plus 
the excess contributions remaining from the preceding year, reduced by 
any distributions made during the current year.

	 The designated beneficiary must file IRS form 5329 to report and remit 
any additional penalty taxes to the IRS.

D.	Tax-Deferred Earnings – The investment earnings of the Coverdell ESA 
are not subject to federal income tax as they accumulate in the Coverdell 
ESA. In addition, distributions of the Coverdell ESA earnings will be free 
from federal income tax if the distributions are taken to pay for qualified 
education expenses, as discussed below.

E.	Taxation of Distributions – The taxation of distributions from the Coverdell 
ESA depends on whether or not the distributions are used for qualified 
education expenses.

1.	Qualified Education Expenses. The designated beneficiary may take 
tax-free distributions from a Coverdell ESA to pay for elementary, sec-
ondary or post-secondary education expenses at an eligible educa-
tional institution. Such expenses include tuition, fees, books, supplies, 
special needs services, room and board, uniforms, transportation, 
academic tutoring and supplementary items or services (including ex-
tended day programs). Also qualifying are expenses for the purchase 
of computer technology or equipment, Internet access and related ser-
vices, if such technology, equipment or services are to be used by the 
designated beneficiary or designated beneficiary’s family during any of 
the years the designated beneficiary is in school. Qualified expenses 
may also include amounts contributed to a qualified tuition program.

2.	Nonqualifying Distributions. If a designated beneficiary withdraws 
amounts from a Coverdell ESA that exceed the qualified education ex-
penses for the same year, or the distributions are not used for qualified 
education expenses, a portion of the distributions will be taxable. The 
amount in excess of the qualified education expenses is taxable pro 
rata, based on the earnings and the basis in the account. 

	 In most cases of a nonqualified distribution, the taxable portion of a 
Coverdell ESA distribution is also subject to an additional 10 percent 
penalty tax. There are several exceptions to the 10 percent penalty tax 

including distributions made payable

a.	to a designated death beneficiary of the Coverdell ESA or to the 
estate of the designated beneficiary following the death of the desig-
nated beneficiary;

b.	to the designated beneficiary if the designated beneficiary is dis-
abled;

c.	to the designated beneficiary if the designated beneficiary received 
a qualified scholarship, an educational assistance allowance or an 
excludable payment exception, but only to the extent the distribution 
is not more than the amount of the scholarship, allowance or exclud-
able payment, and

d.	to the designated beneficiary as a removal of excess along with the 
net income attributable.

3.	American Opportunity or Lifetime Learning Credits. A designated 
beneficiary may claim the American Opportunity Credit (formerly the 
Hope Credit) or Lifetime Learning Credit on his or her federal income 
tax return in the same taxable year that a tax-free distribution from a 
Coverdell ESA is claimed, as long as the distribution(s) does not cover 
the same expenses claimed for the American Opportunity or Lifetime 
Learning Credit.

F.	 Income Tax Withholding – Any withdrawal from the Coverdell ESA is not 
subject to federal income tax withholding.

G.	Rollovers – Coverdell ESA amounts may be rolled over to another Cov-
erdell ESA of the same designated beneficiary or that of a qualified fam-
ily member, provided that all of the applicable rollover rules are followed. 
Rollover is a term used to describe a tax-free movement of cash to a 
Coverdell ESA from another Coverdell ESA. The rollover rules are generally 
summarized below. These transactions are often complex. For questions 
regarding a rollover, please see a competent tax advisor.

1.	Coverdell ESA-to-Coverdell ESA Rollovers. Assets distributed from 
a Coverdell ESA may be rolled over to another Coverdell ESA of the 
same designated beneficiary or that of a qualifying family member if 
the requirements of IRC Sec. 530(d)(5) are met. A proper Coverdell 
ESA-to-Coverdell ESA rollover is completed if all or part of the distribu-
tion is rolled over not later than 60 days after the distribution is received. 

	 Effective for distributions occurring on or after January 1, 2015, the re-
sponsible individual is permitted to roll over only one distribution from a 
Coverdell ESA in a 12‐month period, regardless of the number of Cov-
erdell ESAs owned by the designated beneficiary. A distribution may 
be rolled over to the same Coverdell ESA or to another Coverdell ESA 
that is eligible to receive the rollover. For more information on rollover 
limitations, you may wish to obtain IRS Publication 970, Tax Benefits for 
Education, from the IRS or refer to the IRS website at www.irs.gov.

2.	Qualified Family Member. A Coverdell ESA may be rolled to another 
Coverdell ESA of the same designated beneficiary or to a Coverdell ESA 
maintained for the benefit of a qualified family member of the designat-
ed beneficiary, who is under the age of 30. The age 30 limitation does 
not apply to qualified family members who are special needs beneficia-
ries. Qualified family members of the designated beneficiary include the 
designated beneficiary’s child, grandchild, or stepchild, brother, sister, 
stepbrother, or stepsister, nephew or niece, parents, stepparents, or 
grandparents, uncle or aunt, spouses of all the family members listed 
above, cousin, and designated beneficiary’s spouse.

3.	Rollover of Military Death Benefits. If a designated beneficiary receives 
or has received a military death gratuity or a payment from the Service-
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members’ Group Life Insurance (SGLI) program, the designated bene-
ficiary may be able to roll over the proceeds to the Coverdell ESA. The 
rollover contribution amount is limited to the sum of the death benefits 
or SGLI payment received, less any such amount that was rolled over to 
a Roth IRA. Proceeds must be rolled over within one year of receipt of 
the gratuity or SGLI payment for deaths occurring on or after June 17, 
2008. Any amount that is rolled over under this provision is considered 
nontaxable basis in the Coverdell ESA.

LIMITATIONS AND RESTRICTIONS

A.	Gift Tax – Transfers of Coverdell ESA assets to a death designated ben-
eficiary made during the designated beneficiary’s life and at his or her 
request or because of the designated beneficiary’s failure to instruct oth-
erwise, may be subject to federal gift tax under IRC Sec. 2501.

B.	Prohibited Transactions – If the responsible individual engages in a prohib-
ited transaction with the Coverdell ESA as described in IRC Sec. 4975, the 
Coverdell ESA will lose its tax-deferred status and the designated benefi-
ciary must include the value of the earnings in his or her account in his or 
her gross income for the year.

C.	Pledging – If the responsible individual pledges any portion of the Cover-
dell ESA as collateral for a loan, the amount so pledged will be treated as 
a distribution and may be included in the designated beneficiary’s gross 
income for that year to the extent that it represents earnings.

OTHER

A.	IRS Plan Approval – The agreement used to establish this Coverdell ESA 
has been approved by the IRS. The IRS approval is a determination only 
as to form. It is not an endorsement of the plan in operation or of the in-
vestments offered.

B.	Additional Information – Additional information on Coverdell ESAs may be 
obtained from the District Office of the IRS. In particular IRS Publication 
970, Tax Benefits for Education, may be obtained by calling 1-800-TAX-
FORM, or by visiting www.irs.gov on the Internet.

C.	Important Information About Procedures for Opening a New Account – To 
help the government fight the funding of terrorism and money laundering 
activities, federal law requires all financial organizations to obtain, verify, 
and record information that identifies each person who opens an account. 
Therefore, when the depositor opens an account, he or she is required to 
provide his or her name, residential address, date of birth, and identifica-
tion number. The custodian may require other information that will allow 
them to identify the depositor.

D.	Additional Information – For additional information you may write to the 
following address or call the following telephone number:

Thornburg

PO Box 219017

Kansas City, MO 64105

800.847.0200



Investment Advisor

Thornburg Investment Management, Inc. 
2300 North Ridgetop Road 
Santa Fe, New Mexico 87506

Distributor

Thornburg Securities LLC 
2300 North Ridgetop Road 
Santa Fe, New Mexico 87506

Auditor

Pricewaterhouse Coopers LLP 
1177 Avenue of the Americas 
New York, New York 10036

Custodian

UMB Financial Corporation 
1010 Grand Boulevard 
Kansas City, Missouri 64106

Transfer Agent

SS&C GIDS, Inc. 
Post Office Box 219017 
Kansas City, Missouri 64121-9017

2/3/25 
TH904

2300 North Ridgetop Road 

Santa Fe, New Mexico 87506

800.847.0200

www.thornburg.com

email: info@thornburg.com

Thornburg Funds are distributed by Thornburg Securities LLC  
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