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Dear Shareholder: July 1, 2007

PFPC Trust Company, the Custodian of your Coverdell Education Savings Account, is pleased to inform
you of an amendment to your Coverdell 

Education Savings Account Custodial Agreement to provide for “mirror” voting of mutual fund shares,
as described below.

The enclosed amendment (on reverse) generally provides that all mutual fund shares held in your 
Custodial Account will be voted by the Custodian in 

accordance with your instructions.  However, to the extent that you do not provide such instructions, the
Custodian will “mirror” vote your mutual fund shares.  This means that the Custodian will vote your 
mutual fund shares for or against any proposition in the same proportion as all mutual fund shares for
which timely instructions were received, unless otherwise required by law.

This amendment is made in accordance with Article X, Section 5 of your Coverdell Education Savings 
Account Custodial Agreement and is effective 30 days after the date on which this notice is mailed.

If you have any questions regarding this amendment, please contact Shareholder Services at 800.372.7827.

Sincerely,

PFPC Trust Company

AMENDMENT TO COVERDELL EDUCATION SAVINGS ACCOUNT CUSTODIAL AGREEMENT

Pursuant to the power delegated to it in Article X, Section 5 of the Coverdell Education Savings Account
Custodial Agreement (the “Custodial Agreement”), PFPC Trust Company (the “Custodian”) hereby
amends Article X, Section 10 (e) of the Custodial Agreement in its entirety to provide:

“The Responsible Individual shall, from time to time, direct the Custodian to invest the funds of the 
custodial account in Fund Shares. Any funds which are not directed as to investment shall, at the sole 
discretion of the Custodian, be held uninvested until such direction is received from the Responsible 
Individual or be returned to the Responsible Individual without being deemed to have been contributed
to the custodial account, except that any funds received from the depositor to establish the custodial 
account which are not directed as to investment will, if returned by the Custodian without being deemed
to have been contributed to the custodial account, be returned to the depositor.  The Designated 
Beneficiary shall be the beneficial owner of all Fund Shares held in the custodial account.  All Fund Shares
held in the custodial account shall be voted by, or in accordance with the proper voting instructions of,
the Responsible Individual.  Absent such instructions, the Custodian is hereby directed to and shall vote
such Fund Shares for or against any proposition in the same proportion as all Fund Shares for which
timely instructions have been received, unless otherwise required by law.”

IN WITNESS WHEREOF, the Custodian has caused this Amendment to be executed and effective as of
the date that is thirty (30) days after the date on which notice hereof is mailed to the address of the 
Depositor indicated by the Custodian’s records.

PFPC TRUST COMPANY

Jonathan Freedman, Vice President



PFPC TRUST COMPANY
DISCLOSURE STATEMENT AMENDMENT

Important Information About U.S. Government Requirements 
That May Affect Your Account

PFPC Trust (“PFPC”, “we”, or “us”) provides custodial and administrative services for your retirement or savings
account. As a result of this role, persons who open a retirement or savings account are considered ‘customers’ of
PFPC (“you” or “your”).

To help the U.S. Government fight the funding of terrorism and money laundering activities, Federal law requires
PFPC, as a financial institution, to obtain, verify, and record information that identifies each person who opens an
account. All accounts we open are opened on a conditional basis — conditioned on our ability to verify your identity
in accordance with Federal law.

When establishing an account, you are required to provide your full legal name, address, government issued
identification number (e.g. social security number), date of birth, and other information within your account-opening
application that will allow us to identify you. We may also request a copy of your driver’s license or other identifying
documents and may consult third-party databases to help verify your identity. If the account you are opening will
be registered in the name of a beneficiary, trust, or estate or charity we may require additional identifying
documentation.

If you fail to provide any requested identifying information or documentation when opening your account, your
new account application may be rejected.

If we open your account, and you subsequently fail to provide all identification materials we request or if we are
subsequently unable to adequately verify your identity as required by U.S. Government regulations, we reserve the
right to take any one or more of the following actions:
� 
          We may place restrictions on your account which block all purchase transactions and we may place
           additional restrictions on your account blocking other transactional activities if we determine such 
           additional restrictions are appropriate under Federal law or regulation.
� 
          We may close your account, sell (i.e., "liquidate") the assets in your account in the prevailing market at
           the time, and send you a check representing the cash proceeds of your account. This distribution will be 
           reported to the Internal Revenue Service and may result in unfavorable consequences to you under 
           Federal and state tax laws.

You May Incur Losses. Despite being opened as a conditional account, your account will be invested as you instruct
and you will be subject to all market risks during the period between account opening and any liquidation
necessitated by your failure to furnish requested identifying information or by an inability to adequately verify your
identity. You may also be subject to additional market risks if the additional transactional restrictions discussed in
the first bullet above are placed on your account. In addition, the closing of your account may subject you to fees
and charges imposed by the fund or funds in which you are invested, and any sales charges you may have paid in
connection with your purchases will not be refunded.

You Assume All Responsibility For These Losses. PFPC expressly disclaims any responsibility or liability for losses
you incur as result of your failure to furnish identification materials we request, including investment losses and
any other loss or damage (including but not limited to lost opportunities and adverse tax consequences). If you
proceed with the account opening process, you accept all risks of loss resulting from any failure of yours to furnish
the identification materials we request or from a subsequent inability to adequately verify your identity in accordance
with Federal law.
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GENERAL INFORMAGENERAL INFORMAGENERAL INFORMAGENERAL INFORMAGENERAL INFORMATIONTIONTIONTIONTION

Coverdell Education Savings Accounts (Coverdell ESAs) were estab-
lished under the Taxpayer Relief Act effective in 1998. This type of
account was originally called an Education Individual Retirement
Account and the annual contribution limit per Designated Beneficiary
for 1998 through 2001 was $500.  Effective for contributions made for tax
year 2002, the annual contribution limit is increased to $2,000 per
Designated Beneficiary.  The Economic Growth and Tax Relief Recon-
ciliation Act increased the annual contribution limit, as well as made
other important changes that are described in the following questions
and answers. Amounts deposited in the account grow federally tax-free
until distributed, and the Designated Beneficiary will not owe tax on any
withdrawal from the account if the Designated Beneficiary’s qualified
education expenses at an eligible educational institution for the year
equal or exceed the amount of the withdrawal. If the Designated Benefi-
ciary does not need the money for educational purposes, the account
balance can be rolled over to a Coverdell ESA of certain family members
who can use it for their education. Amounts withdrawn from a Coverdell
ESA that exceed the Designated Beneficiary’s qualified education
expenses in a taxable year are generally subject to income tax and to an
additional tax of 10 percent.

There are potentially three (or more) parties involved in the establish-
ment of, making contributions to, and directing distributions from the
account.  These parties are referred to in the following questions and
answers, and include the:

Contributor:  The Contributor is the initial contributor who establishes
the Coverdell ESA by executing the Adoption Agreement and who
contributes the initial contribution.  Subsequent contributions to the
account may be made by the original Contributor or by other eligible
contributors. The Contributor may also be the Designated Beneficiary
and/or the Responsible Individual.

Designated Beneficiary:  The Designated Beneficiary is the individual
for whose benefit the Coverdell ESA is established. Except for “special
needs designated beneficiaries”, no contribution can be made after the
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Designated Beneficiary’s 18th birthday.  The Designated Beneficiary may
also be the Contributor and/or the Responsible Individual.

Responsible Individual:  The Responsible Individual is the individual
who generally controls all decisions regarding the account, including
authorizing payments from the account.  There can be only one Respon-
sible Individual at any time and he or she generally must be a parent or
legal guardian of the Designated Beneficiary.  However, in certain cases
the Designated Beneficiary may automatically become his or her own
Responsible Individual.  The Responsible Individual may also be the
Contributor.

COCOCOCOCOVERDELL EDUCAVERDELL EDUCAVERDELL EDUCAVERDELL EDUCAVERDELL EDUCATION SATION SATION SATION SATION SAVINGS AVINGS AVINGS AVINGS AVINGS ACCOUNTCCOUNTCCOUNTCCOUNTCCOUNT
QUESTIONS AND ANSWERSQUESTIONS AND ANSWERSQUESTIONS AND ANSWERSQUESTIONS AND ANSWERSQUESTIONS AND ANSWERS

Q1: What is a Coverdell ESA?
Al: A Coverdell ESA is a trust or custodial account that is created or
organized in the United States exclusively for the purpose of paying the
qualified education expenses of the Designated Beneficiary of the
account. The account must be designated as a Coverdell ESA when it is
created in order to be treated as a Coverdell ESA for tax purposes.

Q2: For whom may a Coverdell ESA be established?
A2: A Coverdell ESA may be established for the benefit of any child
under age 18. Contributions to the Coverdell ESA will not be accepted
after the Designated Beneficiary reaches his/her 18th birthday.

Q3: Where may an individual open a Coverdell ESA?
A3: An individual may open a Coverdell ESA with any bank or other
financial institution that has been approved to serve as a non-bank
trustee or custodian of an individual retirement account (IRA), and that
is offering Coverdell ESAs.

Q4: When may a taxpayer start contributing to a Coverdell ESA for a child?
A4: A taxpayer may start making contributions on January 1, 1998, or at
any time thereafter.

Q5: How much may be contributed to a child’s Coverdell ESA?
A5: For tax year 2002 and thereafter, the maximum contribution limit per
year is $2,000 in aggregate contributions made for the benefit of any
Designated Beneficiary. Contributions may be made into a single
Coverdell ESA or into multiple Coverdell ESAs for the benefit of any one
Designated Beneficiary.
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Q6: What happens if more than the maximum annual contribution limit is
contributed to a Coverdell ESA on behalf of a Designated Beneficiary for a
particular calendar year?
A6: Aggregate contributions for the benefit of any one Designated
Beneficiary in excess of the annual limit for a particular calendar year are
treated as excess contributions. If the excess contributions (and any
earnings attributable to them) are not withdrawn from the Coverdell ESA
that received the excess contribution by May 31st of the calendar year
following the calendar year in which the excess was made, the excess
contribution is subject to a 6 percent excise tax for each year the excess
amount remains in the account.  If the excess contributions (and any
earnings) are timely withdrawn, no 6 percent excise tax applies.  How-
ever, any earnings distributed in such a corrective distribution will be
taxable to the Designated Beneficiary, but no 10% additional tax applies
to the earnings.

Q7: May contributions other than cash be made to a Coverdell ESA?
A7: No. Coverdell ESAs are permitted to accept contributions made in
cash only.

Q8: May contributors take a deduction for contributions made to a Coverdell
ESA?
A8: No.  Contributions to a Coverdell ESA are not deductible.  There-
fore, contributions to a Coverdell ESA create “basis” in the account.  This
means that any distributions that are not used for qualified education
expenses are taxable only with respect to any earnings on the contribu-
tions.

Q9: Are there any restrictions on who can contribute to a Coverdell ESA?
A9: Any individual may contribute to a Coverdell ESA if the individual’s
modified adjusted gross income for the taxable year for which the
contribution is made is no more than $95,000 ($190,000 for married
taxpayers filing jointly). For purposes of this section, “modified AGI”
means the AGI of the taxpayer for the taxable year increased by amounts
excluded from gross income under sections 911 (foreign earned
income); 931 (income from Guam, American Samoa or Northern
Mariana Islands); and 933 (income from Puerto Rico). The maximum
annual contribution per Designated Beneficiary is gradually reduced for
individuals with modified adjusted gross income between $95,000 and
$110,000 (between $190,000 and $220,000 for married taxpayers filing
jointly).

For example, an unmarried taxpayer with modified adjusted gross
income of $96,500 in 2004 could make a maximum contribution per
Designated Beneficiary of $1,800 for 2004 ($110,000 - $96,500 X .1333 =
$1,800).  A married individual filing jointly with modified adjusted gross
income of $215,000 in 2004 could make a maximum contribution per
Designated Beneficiary of $350 ($220,000 - $215,000 X .07 = $350).
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Taxpayers with modified adjusted gross income above $110,000
($220,000 for married taxpayers filing jointly) cannot make contribu-
tions to anyone’s Coverdell ESA.

Q10: May a Designated Beneficiary contribute to his/her own Coverdell ESA?
A10: Yes.

Q11: Does a taxpayer have to be related to the Designated Beneficiary in order
to contribute to the Designated Beneficiary’s Coverdell ESA?
A11: No.

Q12: Can entities make contributions to the Designated Beneficiary’s Coverdell
ESA?
A12: Yes.  Any entity can make contributions to the Designated
Beneficiary’s Coverdell ESA without regard to such entity’s adjusted
gross income.  For example, Century Computer Services, Inc. decides to
make Coverdell ESA contributions on behalf of any child under the age
of 18 of their employees in the amount of $500.  Century Computer
Services, Inc. qualifies as a contributor regardless of the company’s
adjusted gross income, but the company cannot take a deduction for
such contributions.  Also, other contributions up to $1,500 could be
made into the same Coverdell ESA or another Coverdell ESA on behalf
of any one these employees’ children.

Q13: Is the contributor to a Coverdell ESA required to have compensation or
earned income in order to make contributions?
A13: No.  The contributor (whether an individual or an entity) is not
required to have earned income or compensation.

Q14: What is the deadline for making contributions to a Coverdell ESA for a
particular tax year?
A14: Beginning for contributions made for tax year 2002, the deadline to
make contributions is the tax filing deadline for such year not including
extensions.  Thus, in most cases, the deadline to make contributions for
a tax year is the following April 15th.  The contributor should designate
in writing to the trustee or custodian the tax year for which the contribu-
tion is being made.

Q15: Are there any special reporting requirements for a Coverdell ESA?
A15: Yes.  The trustee or custodian will issue an annual Form 5498 to the
IRS and to the Designated Beneficiary reporting contributions made
for the tax year, any rollover contributions received during the tax year
and the fair market value of the account as of December 31.  The trustee
or custodian will also issue Form 1099-Q to the IRS and to the Desig-
nated Beneficiary whenever distributions are paid from the account.
The Designated Beneficiary is required to file Form 8606 with the IRS
whenever distributions are received from the account and to file Form
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5329 with the IRS if excess contributions have been made to the account
or if distributions were made that exceed the qualified education ex-
penses for the year.  If a rollover or transfer is made from the Coverdell
ESA of one Designated Beneficiary to another eligible family member of
the Designated Beneficiary, certain statements must be attached to the tax
returns of both the original Designated Beneficiary and the eligible
family member to which the account was rolled over or transferred (see
Form 8606 instructions).

Q16: How many Coverdell ESAs may a child have?
A16: There is no limit on the number of Coverdell ESAs that may be
established designating a particular child as beneficiary. However, in any
given taxable year the total aggregate contributions to all the accounts for
a particular Designated Beneficiary may not exceed the annual contribu-
tion limit described in Q&A 5.

Q17: May a Designated Beneficiary take a tax-free withdrawal from a Coverdell
ESA to pay qualified education expenses if the Designated Beneficiary is enrolled
less than full-time at an eligible educational institution?
A17: Yes. Whether the Designated Beneficiary is enrolled full-time, half-
time, or less than half-time, he/she may take a tax-free withdrawal to pay
qualified education expenses.

Q18: What happens when a Designated Beneficiary withdraws assets from a
Coverdell ESA to pay for qualified education expenses?
A18: Generally, the withdrawal is federally tax-free to the Designated
Beneficiary to the extent the amount of the withdrawal does not exceed
the Designated Beneficiary’s qualified education expenses.

Q19: What are “qualified education expenses”?
A19: “Qualified education expenses” mean qualified higher education
expenses for tuition, fees, books, supplies and equipment required for
the enrollment or attendance of the Designated Beneficiary at an eligible
educational institution. Qualified higher education expenses also
include room and board (generally the school’s posted room and board
charge) if the Designated Beneficiary is at least a half-time student at an
eligible educational institution. A student will be considered to be
enrolled at least half-time if the student is enrolled for at least half the
full-time academic workload for the course of study the student is pursu-
ing as determined under the standards of the institution where the
student is enrolled.

The standards for determining whether a student is enrolled at least half-
time are the same as those used for the Hope Scholarship Credit. A
student is eligible for the Hope Scholarship Credit if: (1) for at least one
academic period (e.g., semester, trimester, quarter) beginning during the
calendar year, the student is enrolled at least half-time in a program
leading to a degree, certificate or other recognized educational creden-



6

tial and is enrolled in one of the first two years of post-secondary educa-
tion, and (2) the student is free of any conviction for a Federal or State
felony offense consisting of the possession or distribution of a controlled
substance. For purposes of the Hope Scholarship Credit, a student will
be considered to be enrolled at least half-time if the student is enrolled
for at least half the full-time academic workload for the course of study
the student is pursuing as determined under the standards of the
institution where the student is enrolled. The institution’s standard for a
full-time workload must equal or exceed the standards established by the
Department of Education under the Higher Education Act and set forth
in 34 CFR 674.2(b).

Beginning in 2002, qualified education expenses also include qualified
elementary and secondary education expenses for tuition, fees, aca-
demic tutoring, special needs services in the case of a special needs
beneficiary, books, supplies and other equipment which are incurred in
connection with the enrollment or attendance of the Designated
Beneficiary as an elementary or secondary school student at a public,
private or religious school.  Such expenses also include room and board,
uniforms, transportation and supplementary items and services (includ-
ing extended day programs) which are required or provided by a public,
private or religious school in connection with such enrollment or
attendance, and expenses for the purchase of any computer technology
or equipment or Internet access and related services, if such technology,
equipment or services are to be used by the Designated Beneficiary and
the Designated Beneficiary’s family during any of the years the Desig-
nated Beneficiary is in school.

Qualified education expenses also include amounts contributed to a
qualified state tuition program.  Also, qualified education expenses are
reduced by any amount provided by scholarship, educational assistance
allowance or any other payment (other than a gift or bequest) that is
excludable from gross income under any law of the United States.

Q20: What is an eligible educational institution?
A20: For purposes of qualified higher education expenses, an eligible
educational institution is any college, university, vocational school or
other postsecondary educational institution that is described in section
481 of the Higher Education Act of 1965 (20 U.S.C. 1088) and, there-
fore, eligible to participate in the student aid programs administered by
the Department of Education. This category includes virtually all
accredited public, nonprofit, and proprietary postsecondary institutions.
(The same eligibility requirements for institutions apply for the Hope
Scholarship Credit, the Lifetime Learning Credit, and early withdrawals
from IRAs for qualified higher education expenses.)

For purposes of elementary and secondary education expenses, an
eligible institution means any school that provides elementary  educa-
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tion or secondary education (kindergarten through grade 12), as
determined under state law.

Q21: What happens if a Designated Beneficiary withdraws an amount from a
Coverdell ESA but does not have any qualified education expenses to pay in the
taxable year he/she makes the withdrawal?
A21: Generally, if a Designated Beneficiary withdraws an amount from a
Coverdell ESA and does not have any qualified education expenses
during the taxable year, a portion of the distribution is taxable. The
taxable portion is the portion that represents earnings that have accumu-
lated tax-free in the account. The taxable portion of the distribution is
also subject to a 10 percent additional tax unless an exception applies.
Form 8606 and Form 5329 are required to be filed with the IRS by the
Designated Beneficiary.  The 10 percent additional tax does not apply to
distributions made:  (1) to a death beneficiary (or to the estate of the
Designated Beneficiary) after the death of the Designated Beneficiary;
(2) attributable to the Designated Beneficiary becoming disabled within
the meaning of section 72(m)(7) of the Internal Revenue Code; or (3)
made on account of a scholarship, allowance or payment to the extent
such payment or distribution does not exceed the amount of such
scholarship, allowance or payment.

Q22: Is a distribution from a Coverdell ESA taxable if the distribution is
contributed to another Coverdell ESA?
A22: Any amount distributed from a Coverdell ESA and rolled over to
another Coverdell ESA for the benefit of the same Designated Benefi-
ciary or certain members of the Designated Beneficiary’s family is not
taxable. An amount is rolled over if it is paid to another Coverdell ESA
on a date within 60 days after the date of the distribution. Members of
the Designated Beneficiary’s family include the Designated Beneficiary’s
spouse, children, grandchildren, sibling, parent, niece or nephew, son-
in-law, daughter-in-law, father-in-law, mother-in-law, or sister-in-law, and
the spouse of any such individual.  A first cousin, but not his or her
spouse, is also a family member of the Designated Beneficiary. The
annual contribution limit to Coverdell ESAs does not apply to these
rollover contributions. For example, an older brother who has $5,000 left
in his Coverdell ESA after he no longer needs the account for education
purposes can roll over the full $5,000 balance to a Coverdell ESA for his
younger sister who is still in high school without paying any tax on the
transfer or rollover.  The eligible family member to whose Coverdell ESA
such amount is rolled over or transferred must be under the age of 30.

Q23: What happens to the assets remaining in a Coverdell ESA after the
Designated Beneficiary finishes his/her education?
A23: There are two options. The amount remaining in the account may
be withdrawn for the Designated Beneficiary. The Designated Benefi-
ciary will be subject to both income tax and the additional 10 percent tax
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on the portion of the amount withdrawn that represents earnings if the
Designated Beneficiary does not have any qualified education expenses
in the same taxable year he/she makes the withdrawal. Alternatively, if
the amount in the Designated Beneficiary’s Coverdell ESA is withdrawn
and rolled over or transferred to another Coverdell ESA for the benefit
of an eligible member of the Designated Beneficiary’s family, the amount
rolled over or transferred will not be taxable.

Q24: Rather than rolling over money from one Coverdell ESA to another, may
the Designated Beneficiary of the account be changed from one Designated
Beneficiary to another without triggering a tax?
A24: Yes, provided: (1) the terms of the particular trust or custodial
account permit a change in designated beneficiaries, and (2) the new
Designated Beneficiary has not attained age 30 and is a member of the
previous designated beneficiary’s family.

Q25: May a student or the student’s parents claim the Hope Scholarship Credit
or Lifetime Learning Credit for the student’s expenses in a taxable year in which
the student receives money from a Coverdell ESA on a tax-free basis?
A25: Yes, beginning in tax year 2002. If a student is receiving a tax-free
distribution from a Coverdell ESA in a particular taxable year (beginning
in 2002), the student’s expenses may generally be claimed as the basis for
a Hope Scholarship Credit or Lifetime Learning Credit for that same year,
provided however that the distributed amount from the Coverdell ESA is
not used for the same educational purposes as the tax credit.

Q26: May contributions be made to both a qualified state tuition program and
a Coverdell ESA on behalf of the same Designated Beneficiary in the same
taxable year?
A26: Yes, beginning in tax year 2002. The excise tax prohibiting contri-
butions to both a Coverdell ESA and a qualified state tuition program was
repealed for 2002 and forward.  Therefore, contributions may be made to
a Coverdell ESA on behalf of a Designated Beneficiary during the same
taxable year in which contributions are made to a qualified state tuition
program on behalf of the same Designated Beneficiary.  However, if
distributions from a Coverdell ESA and a qualified state tuition program
exceed the Designated Beneficiary’s qualified education expenses for
the year, the Designated Beneficiary is required to allocate the expenses
between the distributions to determine the amount includible in gross
income, if any.

Q27: What happens to the assets remaining in the Coverdell ESA after the
death of the Designated Beneficiary?
A27: Generally within 30 days after the death of the Designated Benefi-
ciary, distribution is made to the Designated Beneficiary’s estate; or the
Responsible Individual may change the name of the Designated Benefi-
ciary to an eligible family member under the age of 30 of the original
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Designated Beneficiary, if the agreement permits.  Alternatively, if the
agreement permits the naming of a Designated Death Beneficiary, any
remaining balance in the account on the date of death of the Designated
Beneficiary shall become payable to such Designated Death Beneficiary.
If the Designated Death Beneficiary is not an eligible family member of
the Designated Beneficiary, the entire balance must be distributed
within 30 days of the death of the Designated Beneficiary.  If the Desig-
nated Death Beneficiary is an eligible family member of the Designated
Beneficiary, the entire balance may be rolled over or transferred tax free
to a Coverdell ESA on behalf of such Designated Death Beneficiary.  Any
distributions paid after the date of death of the Designated Beneficiary
are taxable to the extent such distribution represents earnings, unless
the account is rolled over or transferred to a Coverdell ESA on behalf of
an eligible family member of the Designated Beneficiary.

Q28: What happens to the assets remaining in the Coverdell ESA after the
Designated Beneficiary attains the age of 30?
A28: Any balance remaining in the Coverdell ESA when the Designated
Beneficiary attains the age of 30 must be distributed to such Designated
Beneficiary within 30 days.  However, if permitted under the Agreement,
the remaining balance may be rolled over or transferred to a Coverdell
ESA on behalf of an eligible family member.

Q29: Do the age requirements described above apply to “special needs” Desig-
nated Beneficiaries?
A29: No.  A Coverdell ESA established on behalf of any Designated
Beneficiary with special needs (as determined by IRS regulations) may
continue to receive contributions after the Designated Beneficiary’s 18th

birthday.  In addition, any remaining balance in a Coverdell ESA on
behalf of any Designated Beneficiary with special needs is not required
to be distributed within 30 days after the Designated Beneficiary attains
the age of 30.

Q30: Does the Internal Revenue Service provide a publication that contains
more information on Coverdell ESAs?
A30: Yes.  IRS Publication 970, Tax Benefits for Higher Education,
contains information regarding the Coverdell ESA, as well as claiming the
Hope Credit, Lifetime Learning Credit, student loans, penalty-free
withdrawals from IRAs for certain education expenses, employer-pro-
vided educational assistance and qualified state tuition programs.  The
Trustee recommends that the Contributor, Designated Beneficiary and/
or Responsible Individual read Publication 970 before making contribu-
tions to or taking distributions from a Coverdell ESA.  Publication 970 can
be downloaded from the IRS web site at www.irs.gov.
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APPLICAAPPLICAAPPLICAAPPLICAAPPLICATION INSTRUCTIONSTION INSTRUCTIONSTION INSTRUCTIONSTION INSTRUCTIONSTION INSTRUCTIONS

DO NOT USE THIS FORM TO ESTABLISH A ROTH, SEP, SIMPLE OR
TRADITIONAL IRA.

GENERAL INSTRUCTIONS:  If you are opening a Coverdell Education
Savings Account (Coverdell ESA)which will not contain contributions that
have been transferred from another Coverdell ESA:

• To establish a Coverdell ESA, please complete the “Application and
Adoption Agreement” (Application).

• The maximum allowable contribution to all Coverdell ESAs for the
same designated beneficiary of a Coverdell ESA is $2,000 per year
unless the contribution is a qualified rollover contribution described
under the Code or the contribution is the result of a transfer of
assets from the custodian or trustee of another Coverdell ESA.
Contributions may be made to a Coverdell ESA for a designated
beneficiary under the age of 18 by one or more individuals (con-
tributors) but the total contributions made to all Coverdell ESAs for
the designated beneficiary cannot exceed $2,000 per year.

In addition, limitations apply to the maximum amount that any one
contributor is allowed to contribute to all Coverdell ESAs for a
designated beneficiary. The $2,000 per calendar year contribution
limit described above is gradually reduced to $0 between certain
levels of the contributor’s annual modified adjusted gross income
(MAGI). For a single contributor, the $2,000 contribution limit is
phased out between MAGI of $95,000 and $110,000 and for a
married contributor who files jointly, between MAGI of $190,000 and
$220,000.

• The minimum initial investment per Fund is $250. Prospectuses for
the Funds may be obtained from the Fund at 1-800-767-1729. Please
be sure to read the prospectus carefully before investing.

• Please be sure to read carefully the “Terms and Conditions of the
Coverdell Education Savings Account” section of the Application.
There is a $12.00 annual custodial maintenance fee on your Pax
World Coverdell ESA account.

• Please make checks payable to Pax World Funds.
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TRANSFER OF ASSETS AND ROLLOVERS: If you are opening a
Coverdell ESA which will contain contributions which have been trans-
ferred from another Coverdell ESA:

• Please read and follow the general instructions above for establish-
ing a Coverdell ESA. Be sure to note on the Application that the
contribution is a transfer or rollover from another Coverdell ESA.
Assets may be transferred or rolled over to this Coverdell ESA from
the custodian or trustee of another Coverdell ESA of the designated
beneficiary or one of the designated beneficiary’s family members,
subject to certain restrictions.

• To transfer a current Coverdell ESA directly from the current trustee
or custodian of that plan to this Pax World Coverdell ESA, please
complete a Coverdell ESA “Transfer of Assets” form.

• To certify that an enclosed contribution to this Coverdell ESA is a
rollover from another Coverdell ESA, please complete the “Rollover
Certification” form. Rollovers must be completed within 60 calendar
days of the date you receive the distribution.

MAIL THE COMPLETED APPLICATION AND CHECK MADE PAYABLE
TO PAX WORLD FUNDS (IF APPLICABLE) TO:

First Class Mail: Overnight Express:
Pax World Funds Pax World Funds
c/o PFPC Inc. c/o PFPC Inc.
PO Box 9824 101 Sabin Street
Providence, RI 02940-8024 Pawtucket, RI 02860-1427

1-800-372-7827
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COCOCOCOCOVERDELL EDUCAVERDELL EDUCAVERDELL EDUCAVERDELL EDUCAVERDELL EDUCATION SATION SATION SATION SATION SAVINGS AVINGS AVINGS AVINGS AVINGS ACCOUNTCCOUNTCCOUNTCCOUNTCCOUNT
 DISCLOSURE ST DISCLOSURE ST DISCLOSURE ST DISCLOSURE ST DISCLOSURE STAAAAATEMENTTEMENTTEMENTTEMENTTEMENT

The following information is the disclosure statement required by
federal tax regulations. You should read this disclosure statement, the
Custodial Account Agreement, and the prospectus(es) for the Fund(s)
in which your Pax World Coverdell ESA contribution will be invested.

YYYYYOUR EDUCAOUR EDUCAOUR EDUCAOUR EDUCAOUR EDUCATION INDIVIDUTION INDIVIDUTION INDIVIDUTION INDIVIDUTION INDIVIDUAL CUSTAL CUSTAL CUSTAL CUSTAL CUSTODIAL AODIAL AODIAL AODIAL AODIAL ACCOUNTCCOUNTCCOUNTCCOUNTCCOUNT

You have opened a Pax World Education Individual Custodial Account
(Coverdell ESA). The following requirements apply to your Pax World
Coverdell ESA:

1. No contribution can be accepted:
a) unless it is in the form of cash,
b) after the date on which the designated beneficiary attains age

18, unless the beneficiary is a “special needs” designated
beneficiary, or

c) except in the case of rollover contributions, if such contribution
would result in aggregate contributions for the taxable year
exceeding $2,000.

2. The custodian/trustee must be a bank or other entity authorized by
the IRS to act as trustee or custodian of an individual retirement
account (IRA).

3. The funds cannot be invested in life insurance contracts.
4. The funds cannot be commingled with other property except in a

common trust fund or common investment fund.
5. Upon the death of the designated beneficiary, any balance to the

credit of the beneficiary must be distributed within 30 days after the
date of death to the estate of such beneficiary.

CONTRIBUTIONSCONTRIBUTIONSCONTRIBUTIONSCONTRIBUTIONSCONTRIBUTIONS

The maximum allowable contribution per year to all Coverdell ESAs for
the same beneficiary is $2,000. This contribution must be made between
January 1 and the normal tax filing date for the previous year, normally
April 15th, for any given year except the year in which the beneficiary
turns age 18. In the year in which the designated beneficiary attains age
18, the contribution must be made on or before the birth date of the
beneficiary, with the exception of a “special needs” beneficiary.

Amounts contributed to the Coverdell ESA in excess of the allowable
limit are subject to a nondeductible excise tax of 6% for each year the
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funds remain in the account until they are returned to the designated
beneficiary. To avoid this 6% penalty, the excess contribution amount
plus allocable earnings must be removed prior to the designated
beneficiary’s federal income tax filing deadline, including extensions,
for the tax year in which the excess was contributed. If such a distribu-
tion is made, only the earnings are considered taxable income for the tax
year in which the excess was contributed to the Coverdell ESA. The
return of earnings may also be subject to the 10% excise tax on early
distributions. An IRS Form 1099R will be issued in the year in which the
distribution occurs, not the year in which the excess contribution was
made.

ROLLOVER AND TRANSFER CONTRIBUTIONSROLLOVER AND TRANSFER CONTRIBUTIONSROLLOVER AND TRANSFER CONTRIBUTIONSROLLOVER AND TRANSFER CONTRIBUTIONSROLLOVER AND TRANSFER CONTRIBUTIONS

Coverdell ESAs may be rolled over or redesignated to another benefi-
ciary who is a family member as defined in Code section 529(e)(2) as
long as the new beneficiary is under the age of 30 at the time of the
rollover contribution. Rollovers must be completed within 60 days of
receipt.

Transfers must occur between accounts established for the same benefi-
ciary.

DISTRIBUTIONS UPON THE BENEFICIARDISTRIBUTIONS UPON THE BENEFICIARDISTRIBUTIONS UPON THE BENEFICIARDISTRIBUTIONS UPON THE BENEFICIARDISTRIBUTIONS UPON THE BENEFICIARY’S DEAY’S DEAY’S DEAY’S DEAY’S DEATH ORTH ORTH ORTH ORTH OR
OBTOBTOBTOBTOBTAINING AAINING AAINING AAINING AAINING AGE 30GE 30GE 30GE 30GE 30

Any balance remaining in the Coverdell ESA must be distributed within
thirty (30) days after the date the designated beneficiary turns 30 years
old or dies. If such distribution has not occurred at the end of the 30-day
period, the account balance will be deemed to have been distributed on
that date. An IRS Form 1099R will be issued for the year in which the
distribution is deemed to have taken place.

A designated death beneficiary may be designated for the Coverdell
ESA. The designated death beneficiary must be a family member as
described in the definition section of the Custodial Agreement and
must be under age 30 on the date of the designated beneficiary’s death
in order to receive the account assets. If the designated death benefi-
ciary predeceases the designated beneficiary or has already attained age
30, the account balance must be distributed to the estate of the desig-
nated beneficiary. Alternately, a tax free rollover or redesignation of the
account would still be allowed to another family member, as defined in
the Custodial Agreement, who is under age 30 within the thirty day
period.
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TTTTTAX INFORMAAX INFORMAAX INFORMAAX INFORMAAX INFORMATION REGARDING DISTRIBUTIONSTION REGARDING DISTRIBUTIONSTION REGARDING DISTRIBUTIONSTION REGARDING DISTRIBUTIONSTION REGARDING DISTRIBUTIONS

Distributions used to pay for qualified education expenses are exclud-
able from income to the extent the amount does not exceed the quali-
fied education expenses of the designated beneficiary during the year.
The portion of any distribution which exceeds, or is not used for, such
expenses is a “nonqualified distribution.” Nonqualified distributions are
treated as representing a pro-rata share of the principal and accumu-
lated earnings in the account; the accumulated earnings portion is
includable in the taxable gross income of the designated beneficiary.
The accumulated earnings portion of a nonqualified distribution is
generally also subject to an additional 10% penalty tax, unless the
distribution is due to the death or disability of the designated benefi-
ciary, the receipt of certain scholarship payments by the designated
beneficiary, or includable in income solely because the HOPE or
Lifetime Learning tax credit was elected.

INFORMAINFORMAINFORMAINFORMAINFORMATION ABOUT YTION ABOUT YTION ABOUT YTION ABOUT YTION ABOUT YOUR INVESTMENTOUR INVESTMENTOUR INVESTMENTOUR INVESTMENTOUR INVESTMENT

A mutual fund investment involves investment risks, including possible
loss of principal. In addition, growth in the value of your account is
neither guaranteed nor projected due to the characteristics of a mutual
fund investment. Detailed information about the shares of each mutual
fund available for investment by your Pax World Coverdell ESA must be
furnished to you in the form of a prospectus. The method for computing
and allocating annual earnings is set forth in the prospectus. (See
prospectus section entitled “Dividends and Distributions.”) If you made
an initial contribution on the first day of a calendar year and no further
investment during that year, your contribution would also be subject to
certain costs and expenses which would reduce any yield you might
obtain from the investment. (See the prospectus section entitled “Fees
and Expenses” and the sections referred to therein.) For further infor-
mation regarding expenses, earnings, and distributions, see the mutual
fund’s financial statements, prospectus and/or statement of additional
information.

FEES AND CHARGESFEES AND CHARGESFEES AND CHARGESFEES AND CHARGESFEES AND CHARGES

The charges in connection with your Pax World Coverdell ESA are set
forth in the Application. There is a $12.00 annual custodial mainte-
nance fee for each IRA or ESA account. The custodian may also charge a
service fee in connection with any distribution from your Coverdell ESA.
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IRS APPROVED FORMIRS APPROVED FORMIRS APPROVED FORMIRS APPROVED FORMIRS APPROVED FORM

Your Pax World Coverdell ESA is the Internal Revenue Service’s (IRS)
model custodial account contained in IRS Form 5305-EA. Certain
additions have been made in Article X of the form. By following this
form, your Pax World Coverdell ESA meets the requirements of the
Internal Revenue Code. However, the IRS has not endorsed the merits of
the investments allowed under the Coverdell ESA. This form cannot be
used in connection with Roth, SEP, SIMPLE or Traditional IRAs.

The IRS approved form allows for certain options in Article V and VI,
and, as permitted by the IRS, has been reproduced here in a manner
that provides only the optional provisions offered by the custodian.
Article V provides that the responsible individual shall continue to serve
as the responsible individual for the custodial account after the desig-
nated beneficiary attains the age of majority under state law and until
such time as all assets have been distributed from the custodial account
and the custodial account terminates. Under Article VI, the responsible
individual may change the designated beneficiary to another member of
the designated beneficiary’s family unless elected otherwise by the
depositor on the Application.
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COCOCOCOCOVERDELL EDUCAVERDELL EDUCAVERDELL EDUCAVERDELL EDUCAVERDELL EDUCATION SATION SATION SATION SATION SAVINGS AVINGS AVINGS AVINGS AVINGS ACCOUNTCCOUNTCCOUNTCCOUNTCCOUNT
CUSTODIAL ACCOUNT AGREEMENTCUSTODIAL ACCOUNT AGREEMENTCUSTODIAL ACCOUNT AGREEMENTCUSTODIAL ACCOUNT AGREEMENTCUSTODIAL ACCOUNT AGREEMENT

(Under section 530 of the Internal Revenue Code) (March 2002) Form 5305-EA(Under section 530 of the Internal Revenue Code) (March 2002) Form 5305-EA(Under section 530 of the Internal Revenue Code) (March 2002) Form 5305-EA(Under section 530 of the Internal Revenue Code) (March 2002) Form 5305-EA(Under section 530 of the Internal Revenue Code) (March 2002) Form 5305-EA

The depositor whose name appears on the Application is establishing a custodial account under section
530 for the benefit of an individual who is the custodial named designated beneficiary on the Application
exclusively to pay for the qualified education expenses, within the meaning of section 530(b)(2), of such
designated beneficiary.

The custodian, PFPC Trust Company, has provided the depositor with a concise statement disclosing the
provisions governing section 530. This disclosure statement must include an explanation of the statutory
requirements applicable to, and the income tax consequences of, establishing and maintaining an
account under section 530. Providing the depositor with a copy of Notice 97-60, 1997-2 C.B. 310, is
considered a sufficient disclosure statement. The custodian also will provide a copy of this form and the
disclosure statement to the responsible individual, as defined in Article V below, if the responsible
individual is not the same person as the depositor.

The depositor and the custodian make the following agreement:

ARTICLE IARTICLE IARTICLE IARTICLE IARTICLE 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
contributions that are not rollover contributions described in section 530(d)(5) are limited to
$2,000 for the tax year. In the case of an individual contributor, the $2,000 limitation for any
year is phased out between modified adjusted gross income (AGI) of $95,000 and $110,000.
For married individuals filing jointly, the phase-out occurs between modified AGI of $190,000
and $220,000. Modified AGI is defined in section 530(c)(2).

ARTICLE IIARTICLE IIARTICLE IIARTICLE IIARTICLE 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 IIIARTICLE IIIARTICLE IIIARTICLE IIIARTICLE 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 IVARTICLE IVARTICLE IVARTICLE IVARTICLE IV

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

ARTICLE VARTICLE VARTICLE VARTICLE VARTICLE V

1. The “Responsible Individual” named by the Depositor shall be a parent or guardian of
the Designated Beneficiary.  The custodial account shall have only one Responsible
Individual at any time.  If the Responsible Individual becomes incapacitated or dies while
the Designated Beneficiary is a minor under state law, the successor Responsible
Individual shall be the person named to succeed in that capacity by the preceding
Responsible Individual in a witnessed writing or, if no successor is so named, the
successor Responsible Individual shall be the Designated Beneficiary’s other parent or
successor guardian.  Unless otherwise directed by checking the option in the Adoption
Agreement, at the time that the Designated Beneficiary attains the age of majority
under state law, the Designated Beneficiary becomes the Responsible Individual. If a
family member under the age of majority under state law becomes the Designated
Beneficiary by reason of being a named death beneficiary, the Responsible Individual
shall be such Designated Beneficiary’s parent or guardian.

2. The Responsible Individual shall continue to serve as the Responsible Individual for the
custodial account after the Designated Beneficiary attains the age of majority under
state law and until such time as all assets have been distributed from the custodial
account and the custodial account terminates.  If the Responsible Individual becomes
incapacitated or dies after the Designated Beneficiary reaches the age of majority
under state law, the Responsible Individual shall be the Designated Beneficiary.

ARTICLE VIARTICLE VIARTICLE VIARTICLE VIARTICLE 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 procedures.

ARTICLE VIIARTICLE VIIARTICLE VIIARTICLE VIIARTICLE VII

1. The Depositor agrees to provide the Custodian with all information necessary to
prepare any reports required by section 530(h).

2. The Custodian agrees to submit to the Internal Revenue Service (IRS) and Responsible
Individual the reports prescribed by the IRS.

ARTICLE VIIIARTICLE VIIIARTICLE VIIIARTICLE VIIIARTICLE VIII

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

This agreement will be amended as necessary to comply with the provisions of the Code and
the related regulations.  Other amendments may be made with the consent of the Depositor
and Custodian whose signatures appear on the Adoption Agreement.

ARTICLE XARTICLE XARTICLE XARTICLE XARTICLE X

1.1.1.1.1. Investment:Investment:Investment:Investment:Investment: All funds in the Custodial Account (including earnings) shall be invested in
shares of any one or more of the registered investment companies (“mutual funds”), or
portfolios thereof, which have been designated by the company listed on the account
opening documents (“company”) as eligible for investment under this Custodial Account.
The mutual funds, portfolios, and company shall be collectively referred to herein as
“the Funds” and the shares of the Funds shall be collectively referred to as “Fund
Shares.”  Fund Shares shall be purchased at the public offering price for Fund Shares
next to be determined after receipt of the contribution by the Custodian or its agent.

2.2.2.2.2. Applicable LawApplicable LawApplicable LawApplicable LawApplicable Law: Except to the extent superseded by federal law, this Agreement shall
be governed by, and construed, administered and enforced according to, the laws of the
State of Delaware, and all contributions shall be deemed made in Delaware.

3.3.3.3.3. Notices:Notices:Notices:Notices:Notices:  The Custodian agrees to forward, or to cause to be forwarded, to every
Depositor and Responsible Individual the then-current prospectus(es) of the Funds, as
applicable, which have been designated by the company as eligible for investment under
the Custodial Account and selected by the Depositor/Responsible Individual for such
investment, at the time the account is established, and thereafter shall forward, or
cause to be forwarded, to the Responsible Individual all notices, proxies and related
proxy soliciting materials applicable to said Fund Shares received by the Custodian. All
notices to be given by the Custodian to the Responsible Individual shall be deemed to
have been given when mailed to the address of the Responsible Individual indicated by
the Custodian’s records.

In addition, the Custodian shall periodically cause to be mailed to the Responsible
Individual in respect of each such period an account of all transactions affecting the
Custodial Account during such period and a statement showing the Custodial Account as
of the end of such period.  If, within 60 days after such mailing, the Responsible
Individual has not given the Custodian written notice of any exception or objection
thereto, the periodic accounting shall be deemed to have been approved and, in such
case or upon the written approval of the Responsible Individual, the Custodian and the
Funds shall be released, relieved and discharged with respect to all matters and
statements set forth in such accounting as though the account had been settled by
judgment or decree of a court of competent jurisdiction.

4.4.4.4.4. Annual Accounting: Annual Accounting: Annual Accounting: Annual Accounting: Annual Accounting: The Custodian shall, at least annually, provide the Designated
Beneficiary (or the Responsible Individual, if applicable) with an accounting of such
Designated Beneficiary’s account. Such accounting shall be deemed to be accepted by
the Designated Beneficiary, if the Designated Beneficiary (or Responsible Individual)
does not object in writing within 60 days after the mailing of such accounting.

5.5.5.5.5. AmendmentAmendmentAmendmentAmendmentAmendment:  The Depositor, Designated Beneficiary and Responsible Individual
irrevocably delegate to the Custodian the right and power to amend this Custodial
Agreement. Except as hereafter provided, the Custodian will give the Designated
Beneficiary (or Responsible Individual) 30 days prior written notice of any amendment.
In case of a retroactive amendment required by law, the Custodian will provide written
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notice to the Designated Beneficiary (or Responsible Individual) of the amendment
within 30 days after the amendment is made, or if later, by the time that notice of the
amendment is required to be given under regulations or other guidance provided by the
IRS.  The Depositor, Designated Beneficiary and Responsible Individual shall be deemed
to have consented to any such amendment unless the Designated Beneficiary (or
Responsible Individual) notifies the Custodian to the contrary within 30 days after notice
to the Designated Beneficiary (or Responsible Individual) and requests a distribution or
transfer of the balance in the account.

6.6.6.6.6. Resignation and Removal of CustodianResignation and Removal of CustodianResignation and Removal of CustodianResignation and Removal of CustodianResignation and Removal of Custodian:

(a) The Custodian may resign at any time by giving at least 30 days notice to the
Designated Beneficiary (or Responsible Individual). The Custodian may resign and
appoint a successor trustee or custodian to serve under this agreement or under
another governing instrument selected by the successor trustee or custodian by
giving the Designated Beneficiary (or Responsible Individual) written notice at least
30 days prior to the effective date of such resignation and appointment, which notice
shall also include a copy of such other governing instrument, if applicable, and the
related disclosure statement.  The Designated Beneficiary (or Responsible
Individual) shall then have 30 days from the date of such notice to either request a
complete distribution of the account balance or designate a different successor
trustee or custodian.  If the Designated Beneficiary (or Responsible Individual) does
not request distribution of the account or designate a different successor within
such 30 days, the Designated Beneficiary (or Responsible Individual) shall be
deemed to have consented to the appointment of the successor trustee or custodian
and the terms of any new governing instrument, and neither the Depositor,
Designated Beneficiary, Responsible Individual nor the successor shall be required
to execute any written document to complete the transfer of the account to the
successor trustee or custodian.  The successor trustee or custodian may rely on any
information, including death beneficiary designations, previously provided by the
Depositor, Designated Beneficiary or Responsible Individual.

(b) The Designated Beneficiary (or Responsible Individual) may at any time remove the
Custodian and replace the Custodian with a  successor trustee or custodian of the
Designated Beneficiary’s (or Responsible Individual’s) choice by giving 30 days
written notice to the Custodian.  In such event, the Custodian shall then deliver the
assets of the account as directed by the Designated Beneficiary or Responsible
Individual.  However, the Custodian may retain a portion of the assets of the
Coverdell ESA as a reserve for payment of any anticipated remaining fees and
expenses, and shall pay over any remainder of this reserve to the successor trustee
or custodian upon satisfaction of such fees and expenses.

(c) Any successor custodian shall be a bank (as defined in section 408(n) of the Code) or
such other person found qualified to act as a custodian under an individual account
plan by the Secretary of the Treasury or his delegate.  The appointment of a
successor custodian shall be effective upon receipt by the Custodian of such
successor’s written acceptance, which shall be submitted to the Custodian, the
Funds, and the Responsible Individual. Within 30 days of the effective date of a
successor custodian’s appointment, the Custodian shall transfer and deliver to the
successor custodian applicable account records and assets of the Custodial Account
(reduced by any unpaid amounts referred to in paragraph 7 of this Article X).  The
successor custodian shall be subject to the provisions of this Agreement (or any
successor thereto) on the effective date of its appointment.
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7.7.7.7.7. Custodian’Custodian’Custodian’Custodian’Custodian’s Fs Fs Fs Fs Fees and Expensesees and Expensesees and Expensesees and Expensesees and Expenses:  The Depositor, Designated Beneficiary and
Responsible Individual agree that the Custodian shall be entitled to receive any and all
fees specified in the Custodian’s current published fee schedule for establishing and
maintaining this Coverdell ESA, including, but not limited to, any fees for distributions
from, transfers from, and terminations of this Coverdell ESA.  The Custodian may change
its fee schedule at any time by giving the Designated Beneficiary (or Responsible
Individual) 30 days prior written notice.

(a) The Depositor, Designated Beneficiary and Responsible Individual agree that the
Custodian shall be entitled to reimbursement for any expenses incurred by the
Custodian in the performance of its duties in connection with the account.  Such
expenses include, but are not limited to, administrative expenses, such as legal and
accounting fees, and any taxes of any kind whatsoever that may be levied or
assessed with respect to such account.

(b) All such fees, taxes and other administrative expenses charged to the account shall
be collected either from the assets in the account or from any contributions to or
distributions from such account if not paid by the Depositor, Designated Beneficiary
or Responsible Individual, but the Depositor, Designated Beneficiary and
Responsible Individual shall be responsible for any deficiency.

(c) In the event that for any reason the Custodian is not certain as to who is entitled to
receive all or part of the Custodial Funds, the Custodian reserves the right to
withhold any payment from the Custodial Account, to request a court ruling to
determine the disposition of the Custodial assets, and to charge the Custodial
Account for any expenses incurred in obtaining such legal determination.

8.8.8.8.8. Rollovers: Rollovers: Rollovers: Rollovers: Rollovers: The Custodian shall have the right to receive rollover contributions as
described in Article II of this Agreement.  The Custodian reserves the right to refuse to
accept any property that is not in the form of cash.  Any amounts received or trans-
ferred by the Custodian under this paragraph shall be accompanied by such records and
other documents as the Custodian deems necessary to establish the nature, value and
extent of the assets and of the various interests therein.

  9. 9. 9. 9. 9. Withdrawal RequestsWithdrawal RequestsWithdrawal RequestsWithdrawal RequestsWithdrawal Requests: All requests for withdrawal, distribution or payment from the
account shall be in writing on a form provided and accepted by the Custodian. Such
written request must also specify the reason for the withdrawal, distribution or payment
and the desired method or form of withdrawal, payment or distribution. Distributions of
the assets of the Custodial Account shall be made in accordance with the written
instructions to the Custodian by the Responsible Individual.  A Coverdell Education
Savings Account Withdrawal Authorization form is available from the Custodian, and
should be obtained and used to request any distribution from the Custodial Account.
Prior to making any distribution from the Custodial Account, including but not limited to a
distribution to the estate of the beneficiary, the Custodian shall be furnished with any
and all applications, certificates, tax waivers, signature guarantees and other
documents (including proof of any legal representative’s authority) deemed necessary
or advisable by the Custodian, but the Custodian shall not be liable for complying with
written instructions which appear on their face to be genuine, or for refusing to comply
if not satisfied such instructions are genuine, and assumes no duty of further inquiry.
Upon receipt of proper written instructions as required above, the Custodian shall cause
the assets of the Custodial Account to be distributed in cash and/or in kind, as specified
in such written instructions.
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10.10.10.10.10. ResponsibilitiesResponsibilitiesResponsibilitiesResponsibilitiesResponsibilities:

(a) The Depositor, Designated Beneficiary and Responsible Individual represent that all
information and instructions given to the Custodian by the Depositor, Designated
Beneficiary and Responsible Individual are complete and accurate and that the
Custodian shall have no responsibility for any incomplete or inaccurate information
provided by the Depositor, Designated Beneficiary or Responsible Individual. The
Depositor, Designated Beneficiary and Responsible Individual agree to be
responsible for all tax consequences arising from contributions to and distributions
from this Custodial Account and acknowledge that no tax advice has been provided
by the Custodian.

(b) The Custodian may rely upon any statement by the Depositor at the time the account
is established, and thereafter by the Responsible Individual when taking any action
or determining any fact or question which may arise under this Custodial Agree-
ment. The Responsible Individual assumes sole responsibility for assuring that
contributions to the Custodial Account satisfy the limits specified in the appropriate
provisions of the Code, except that the Depositor assumes such responsibility in
connection with the initial contribution.  The Custodian shall not be liable for acting
upon any instructions given by the Responsible Individual named on the Custodian’s
records prior to the time the Custodian receives appropriate written notice that the
Responsible Individual has changed.

(c) Neither the custodian nor the Funds shall be responsible for any losses, penalties or
other consequences to the Responsible Individual, Designated Beneficiary or any
other person arising out of the making of, or the failure to make, any contribution or
withdrawal.

(d) In performing the duties conferred upon the Custodian by the Depositor and
Responsible Individual hereunder, the Custodian shall act as the agent of the
Responsible Individual.  The parties do not intend to confer any fiduciary duties on
the Custodian or the Funds, and none shall be implied.  Neither the Custodian nor the
Funds shall be liable (and neither assumes any responsibility) for the collection of
contributions or the propriety of any contribution under this Agreement, the
selection of any Fund Shares for this Custodial Account, or the purpose or propriety
of any distribution made in accordance with the Responsible Individual’s written
instructions, which matters are the sole responsibility of the Responsible Individual.

(e) The Responsible Individual shall, from time to time, direct the Custodian to invest the
funds of the Custodial Account in Fund Shares. Any funds which are not directed as
to investment shall, at the sole discretion of the Custodian, be held uninvested until
such direction is received from the Responsible Individual or be returned to the
Responsible Individual without being deemed to have been contributed to the
Custodial Account, except that any funds received from the Depositor to establish
the Custodial Account which are not directed as to investment will, if returned by the
Custodian without being deemed to have been contributed to the Custodial Account,
be returned to the Depositor.  The Designated Beneficiary shall be the beneficial
owner of all Fund Shares held in the Custodial Account, and the Custodian shall not
vote any such shares except upon written direction of the Responsible Individual.

(f) The Depositor, Responsible Individual, Designated Beneficiary, designated death
beneficiary and their successors, heirs and assigns, including any executor or
administrator of the Beneficiary, shall, to the extent permitted by law, indemnify and
hold the Custodian and the Funds and their successors and assigns harmless from



22

any and all claims, actions or liabilities of the Custodian, except such as may arise
from the Custodian’s own bad faith, negligence, nonfeasance or willful misconduct.

11.11.11.11.11. Change of Designated Beneficiary:Change of Designated Beneficiary:Change of Designated Beneficiary:Change of Designated Beneficiary:Change of Designated Beneficiary:

(a) If elected in the Adoption Agreement, while the Designated Beneficiary is a minor or
otherwise lacks legal capacity, the Responsible Individual may at any time change the
Designated Beneficiary for this Coverdell ESA to any member of the family under the
age of 30 of the original Designated Beneficiary or direct the Custodian to roll over
or transfer the funds in this Coverdell ESA to a Coverdell ESA for any member of the
family under the age of 30 of the original Designated Beneficiary. If elected in the
Adoption Agreement, when the Designated Beneficiary has legal capacity, the
Designated Beneficiary may at any time change the Designated Beneficiary for this
Coverdell ESA to any member of the family under the age of 30 of the original
Designated Beneficiary or direct the Custodian to roll over or transfer the funds in
this Coverdell ESA to a Coverdell ESA for any member of the family under the age of
30 of the original Designated Beneficiary.

(b) Any change of Designated Beneficiary under this Coverdell ESA agreement shall not
be treated as a distribution, if the new Designated Beneficiary is a Member of the
Family (as defined under section 13) and such new Designated Beneficiary has not
attained the age of 30, as of the date of such change.

(c) Notwithstanding Section 3.01, a new Designated Beneficiary may be named within
30 days after the Designated Beneficiary attains the age of 30.

12.12.12.12.12. Designated Beneficiary’s Minority or Incapacity:  Designated Beneficiary’s Minority or Incapacity:  Designated Beneficiary’s Minority or Incapacity:  Designated Beneficiary’s Minority or Incapacity:  Designated Beneficiary’s Minority or Incapacity:  (The following provisions apply
while the Designated Beneficiary is a minor or lacks legal capacity.)

(a) The Responsible Individual shall have, to the exclusion of the Designated Beneficiary,
all of the rights, powers, and responsibilities granted to the Designated Beneficiary
under this Custodial Agreement, including, without limitation, the right to receive
accountings and notices of amendment and resignation, the power to remove and
replace the Custodian, the power to direct investments, the power to request
withdrawals, distributions, and payments, and the power to direct a rollover or
transfer to the trustee or custodian of a Coverdell ESA for the Designated
Beneficiary or another member of the family of the Designated Beneficiary.

(b) In the event the Responsible Individual dies, becomes disabled, or otherwise fails or
refuses to act and no successor Responsible Individual has been appointed, or no
duly appointed Responsible Individual is willing or able to serve, then a parent of the
Designated Beneficiary or the legal guardian or conservator of the estate of the
Designated Beneficiary may appoint a Responsible Individual in writing on a form
acceptable to and filed with the Custodian.

13.13.13.13.13. Member of the FMember of the FMember of the FMember of the FMember of the Familamilamilamilamily:y:y:y:y: The term “member of the family of the Designated Beneficiary”
includes the Designated Beneficiary’s: spouse, children, grandchildren, sibling, parent,
niece or nephew, son-in-law, daughter-in-law, father-in-law, mother-in law, brother-in-
law, or sister-in-law; and spouses of the foregoing.  A first cousin, but not his or her
spouse, is also a family member.

14.14.14.14.14. Designated Death Beneficiary:  Designated Death Beneficiary:  Designated Death Beneficiary:  Designated Death Beneficiary:  Designated Death Beneficiary:  In accordance with Article 3.02 of this Agreement and
if permitted by the Custodian, the Depositor, Designated Beneficiary or Responsible
Individual shall have the right to name a Designated Death Beneficiary(ies) on a form
provided by and acceptable to the Custodian.  In the event of the Designated
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Beneficiary’s death, such Designated Death Beneficiary(ies) shall be entitled to the
remaining interest in the account.  If any such Designated Death Beneficiary is not a
member of the family (as defined in Article 13 of this Agreement), the remaining balance
in the account shall be distributed to the Designated Death Beneficiary within 30 days of
the death of the Designated Beneficiary.  If any such Designated Death Beneficiary is a
member of the family (as defined in Article 13 of this Agreement), the remaining balance
in the account shall become the Coverdell ESA of the Designated Death Beneficiary.  If
no death beneficiary designation is in effect or if none of the Death Beneficiaries survive
the Designated Beneficiary, the remaining balance will be paid to the estate of the
Designated Beneficiary.

15.15.15.15.15. Investment Provisions:Investment Provisions:Investment Provisions:Investment Provisions:Investment Provisions: All contributions to the Coverdell ESA shall be invested and
reinvested by the Custodian as directed by the Responsible Individual (or the Depositor
or Designated Beneficiary, if applicable) as follows:  (1) in a class or classes of savings
accounts with the Custodian, which the Custodian shall designate as the class or classes
of savings accounts to be offered for investment of Coverdell ESA funds; (2) if the
Custodian consents, in a class or classes of savings accounts in another insured
institution; or (3) other investments agreed to from time to time by the Custodian,
including but not limited to US Series EE Savings Bonds.

16.16.16.16.16. Nominee:Nominee:Nominee:Nominee:Nominee: The shareholder of record of all Fund Shares shall be the Custodian or its
Nominee.

17.17.17.17.17. TTTTTermination:ermination:ermination:ermination:ermination: This Agreement shall terminate coincident with the complete distribution
of the assets of the Custodial Account.

18.18.18.18.18. Agents:Agents:Agents:Agents:Agents: The Custodian is authorized to hire agents (including any transfer agent for
Fund Shares) to perform certain duties under this agreement.

19.19.19.19.19. Income Income Income Income Income TTTTTaxes:axes:axes:axes:axes: The Custodian shall be responsible solely for the performance of those
duties expressly assigned to it in this Agreement and by operation of law. In determining
the taxable amount of a distribution, the Responsible Individual shall rely only on the
federal tax records of the Designated Beneficiary, and the Custodian shall withhold
federal income tax from any distribution from the Custodial Account as if the total
amount of the distribution is includible in the Designated Beneficiary’s income.

20.20.20.20.20. Contributor:Contributor:Contributor:Contributor:Contributor: As referenced in the Adoption Agreement/Application and in any forms
associated with this Custodial Agreement, carries the same definition as the Depositor
identified in this Custodial Agreement and the Definitions Section of this Custodial
Agreement.

GENERAL INSTRUCTIONSGENERAL INSTRUCTIONSGENERAL INSTRUCTIONSGENERAL INSTRUCTIONSGENERAL INSTRUCTIONS

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

Purpose of FormPurpose of FormPurpose of FormPurpose of FormPurpose 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 custodial account, see Form 5305-EA, Coverdell Education Savings Custodial
Account.
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Do not file Form 5305-EA with the IRS. Instead, the Depositor must keep the completed form in his/her
records.

DefinitionsDefinitionsDefinitionsDefinitionsDefinitions

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

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

Designated BeneficiaryDesignated BeneficiaryDesignated BeneficiaryDesignated BeneficiaryDesignated Beneficiary..... The Designated Beneficiary is the individual on whose behalf the custodial
account has been established.

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

Responsible Individual.Responsible Individual.Responsible Individual.Responsible Individual.Responsible Individual. The Responsible Individual, generally, is a parent or guardian of the
Designated Beneficiary. However, under certain circumstances, the Responsible Individual may be the
Designated Beneficiary.

Identification NumbersIdentification NumbersIdentification NumbersIdentification NumbersIdentification Numbers

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

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

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

Optional provisions in Article V and Article VI.Optional provisions in Article V and Article VI.Optional provisions in Article V and Article VI.Optional provisions in Article V and Article VI.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.
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