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529 Education Savings Plan Overview

l. What Is a 529 Plan?

A 529 plan, formally known as a Qualified Tuition Program (QTP), is an education savings vehicle
established under Section 529 of the U.S. Internal Revenue Code.

Its primary purpose is to help families plan and save for higher education expenses in a tax-
efficient manner for children or other family members.

Il. Primary Purpose and Eligible Uses

Funds in a 529 plan may be used to pay for qualified education expenses, including tuition,
mandatory fees, room and board, textbooks, and computers for undergraduate, graduate, and
doctoral programs.

Certain vocational training and continuing education programs may also qualify.

Ill. Core Advantages of a 529 Plan
1. Tax-free federal growth on investments within the account.
2. Tax-free federal withdrawals when used for qualified education expenses.

3. Parental control: the account owner (typically a parent) retains control; assets do not
legally belong to the child.

4. Contributions to a 529 plan do not, by themselves, affect eligibility to contribute to
qualified retirement accounts; however, retirement account eligibility may still be
subject to applicable IRS rules and income limits.

5. Flexible beneficiary changes, allowing the account to function as a family education
asset pool.

State tax treatment of 529 plans varies by state. Some states offer income tax deductions or
credits for contributions, while others do not. Certain states may impose recapture rules.
Investors should consult a tax professional regarding their specific state’s rules.

IV. Contribution Rules and Requirements
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1. There is no specific federal annual contribution limit; however, contributions are subject
to federal gift tax rules and state-imposed aggregate account limits

2. Contributions are subject to gift tax rules, and annual gift tax exclusions may be used
3. The five-year election allows accelerated contributions in a single year

4. Each state imposes a lifetime account balance limit, typically ranging from $300,000 to
$500,000

V. How Funds May Be Used (Withdrawal Rules)

When used for qualified education expenses, both contributions and earnings are exempt from
federal income tax.

If funds are withdrawn for non-qualified purposes, the earnings portion is subject to ordinary
income tax plus a 10% federal penalty.

VI. Beneficiary Changes and Transfers

A 529 plan may allow the beneficiary to be changed to another eligible family member without
triggering federal taxes or penalties, provided the change meets IRS requirements under Section
529. Eligible family members are defined by the IRS, and plan rules may vary by state. This
flexibility makes the 529 plan a powerful multi-generational education planning tool.

VIl. Change of Account Owner

Some 529 plans permit a change of account owner (for example, after the death of an owner),
subject to the specific state plan’s rules and procedures. As long as no distribution occurs & the
account is not converted to a non-qualified use, no federal income tax or penalty is triggered.

VIII. 529-to-Roth IRA Transfer (Summary of New Rules)

Under current law, and subject to specific conditions, including a minimum 15-year account
holding period and the beneficiary having earned income, a portion of 529 assets may be
transferred into the beneficiary’s Roth IRA, with a lifetime cap of $35,000.
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Transfers are subject to annual Roth IRA contribution limits, earned income requirements,
restrictions on contributions made within the prior five years, and future IRS guidance or
legislative changes.

IX. Legacy and Long-Term Planning Value

A 529 plan has no age limit and no required distribution deadline.
It may be held long-term as a multi-generational education asset, supporting multiple children
and future descendants over time.

Disclosures

This material is provided for informational and educational purposes only and does not
constitute individualized investment advice. All investment strategies involve risk, including the
potential loss of principal. Tax, legal, and immigration matters should be reviewed with
appropriately licensed professionals. Investment advisory services are offered only where
permitted by applicable laws and regulatory requirements.

529 plans are investment accounts and are not guaranteed. Investment returns are subject to

market risk, including possible loss of principal. Before investing in a 529 plan, investors should
consider the investment objectives, risks, charges, and expenses associated with the plan. The
official program disclosure statement should be read carefully before investing.
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