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WHAT IS A 529 PLAN?

A plan operated by a state or educational institution, with tax advantages and possibly other
incentives to make it easier to save for college and other post-secondary training for a
designated beneficiary.
The main advantage is: earnings are not subject to federal tax and generally not subject to
state tax when used for qualified education expenses of the designated beneficiary, such as
tuition, fees, books, as well as room and board. In some states, contributions to a 529 plan
are tax deductible.
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Contributions cannot
exceed the amount
necessary to provide for
the qualified education
expenses of the
beneficiary. If you
contribute to a 529 plan,
however, be aware that
there may be gift tax
consequences to evaluate
with a tax professional.
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TIPS

Your state’s 529 plan may
offer incentives to win
your business. But the
market is competitive and
you may find another plan
you like more. Be sure to
compare the various
features of different plans.
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If your 529 account
withdrawals are not
used for qualified
higher education
expenses, earnings will
be subject to state and
federal income taxes
and an additional 10%
federal tax penalty.
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While each educational institution may
treat assets held in a 529 account
differently, investing in a 529 plan will
generally impact a student’s eligibility
to receive need-based financial aid. For
many families, the larger part of a
financial aid package may be in loans.
So, the more you can save before
college, the less debt you or your
student may have to incur during
college.

RESOURCES
The National Association of State Treasurers created the College Savings Plan Network, which provides links to most
529 plan websites.
The Financial Industry Regulatory Authority (FINRA) has developed a tool to help you compare how these fees and
expenses can reduce returns.
You can read more about federal financial aid at the U.S. Department of Education’s Federal Student Aid website.
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