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Frequently Asked Questions
A recent survey determined that clients have a number of concerns regarding 529 plans.
We’ve answered the most common questions below:

1

How will a 529 plan affect my
income taxes?

Earnings on assets in a 529 plan are tax-deferred.
In addition, qualified withdrawals1 for higher
education expenses, such as tuition, room
and board and certain other expenses, are
federal tax-free.
With the Tax Cuts and Jobs Act, 529 plan
benefits can now be applied to tuition expenses
up to $10,000 per year at elementary and
secondary public, private or parochial schools.
Before withdrawing money, check that the state
where you started your 529 has agreed to the
federal tax change.
More than 30 states also offer a tax credit or
deduction for contribution to a 529 savings plan.
In most cases, investors must use their home
state’s plan in order to qualify.

3

2

 ow much can I contribute
H
to a 529 plan?

Each state sets its own 529 contribution limits;
the highest is New York’s $520,000 per beneficiary.
Keep in mind, however, that the IRS considers
plan contributions as gifts from the taxpayer to
the beneficiary of the 529 plan. As of 2018, the
annual limit has increased to $15,000 ($30,000
if married) per beneficiary without triggering a
federal gift tax. Additionally, a special federal
gift tax exemption for 529 plans permits you to
contribute an amount equal to five years of gifts
in just one year.
This means, you can transfer up to $75,000 into a
529 account ($150,000 for a married couple) with
zero gift tax liability.2

Will a 529 plan affect my beneficiary’s eligibility for financial aid?

Yes, but to a lesser extent than you might think. A family’s income, not its savings, is the greatest factor
in determining eligibility for financial aid. Federal financial aid is generally a long shot for families with
incomes of $150,000 or more with any investments outside of retirement accounts.
If the plan beneficiary is a dependent of the parent who owns the account, then the account is considered
a parental asset. As a result, the plan’s assets will generally be counted at a rate of only 5.6% of their value
for the Expected Family Contribution (EFC) calculation in the federal FAFSA formula.
Note that financial aid programs offered by educational institutions and other non-federal sources may
have their own guidelines for the treatment of 529 plan accounts.
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Common Misconceptions
As with most tax benefits or financial products, there are common misconceptions
about the features and uses of 529 plans:

I can only invest in my home state’s 529 plan.
NOT TRUE You can invest in a 529 plan offered by any state or the District of Columbia.
For residents of some states and D.C., an advantage of using your home state’s plan may be a full or partial
state tax exemption on qualified withdrawals. However, that state exemption may by outweighed by the
investment choices, performance record and/or fee structure offered by another state’s plan.

I’ll lose money if the beneficiary of my account does not attend college.
NOT TRUE In fact, you have several options if your beneficiary decides college is not for them. You can change
beneficiaries to another eligible member of your family. Or the 529 account can be left in the first beneficiary’s
name, creating an education legacy that can be passed down between generations.3 529 funds can also be used
at any institution that accepts Federal Student Aid, FAFSA, including many technical and trade schools. As a last
resort, it’s also possible to take a non-qualified withdrawal of your account balance.4

If my beneficiary is in high school, it’s too late to start a 529 plan.
NOT TRUE 529 plans have no age limit—so it’s never too late to open an account. Even if the account is
held for just a few years, you can benefit from tax-deferred growth and tax-free qualified distributions. The funds
in a 529 account can also be used for graduate schools that are eligible based on the Federal School Code.
The bottom line is that if you currently have children or grandchildren of pre-college age (or will have in the
future), it’s worth considering a 529 plan as part of your overall financial plan. You should shop around for the
529 plan that best meets your individual needs and consult your financial advisor.

Learn more by accessing Education Savings Conversation: A Funding Solutions Road Map.
This guide can help facilitate advisor conversations with parents, grandparents and young professionals
about using 529 plans to meet their unique funding needs.
E arnings on non-qualified withdrawals are subject to federal income tax and may be subject to
a 10 percent federal penalty tax, as well as state and local income taxes. The availability of tax
or other benefits may be contingent on meeting other requirements.
2
In the event the donor does not survive the five-year period, a pro-rated amount will revert
to the donor’s taxable estate. Rules regarding gifts and generation skipping transfer tax may
apply in the case of a change in beneficiary. You should consult with your tax advisor when
considering a change of beneficiary.
3
Rules regarding gifts and generation-skipping transfer tax may apply in the case of a change
of beneficiary. You should consult with a tax advisor when considering a change of beneficiary.
4
Earnings on non-qualified withdrawals are subject to federal income tax and may be subject
to a 10 percent federal penalty tax, as well as state and local income taxes. The availability
of tax or other benefits may be contingent on meeting other requirements.
1

We advise you seek your own legal and tax advice
in connection with gift and planning matters. This
communication is not intended or written to provide
legal or tax advice. This communication also is not
intended or written to be used, and cannot be used,
for the purpose of avoiding tax-related penalties.
For more information about the SSGA Upromise 529
Plan (“the Plan”) download the Plan Description and
Participation Agreement or request one by calling
1-800-587-7305. Investment objectives, risks, charges,
expenses, and other important information are included
in the Plan Description; read and consider it carefully
before investing.
Please Note: Before you invest, consider whether your
client’s state or your client’s beneficiary’s home state
2293527.2.1.AM.RTL
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offers any state tax or other state benefits such as
financial aid, scholarship funds, and protection from
creditors that are only available for investments in that
state’s qualified tuition program.

The SSGA Upromise 529 Plan (the “Plan”) is administered by the Board of Trustees of the
College Savings Plans of Nevada (the “Board”). Ascensus Broker Dealer Services, LLC. (ABD)
serves as the Program Manager. State Street Global Advisors (SSGA) serves as Investment
Manager for the Plan except for the Savings Portfolio, which is managedby Sallie Mae Bank,
and also provides or arranges for certain marketing services for the Plan.
The Plan’s Portfolios are either (i) powered by SPDR® ETFs—meaning the underlying funds
offered for investment options are Exchange-traded funds (“ETFs”), and where applicable,
mutual funds offered or managed by SSGA Funds Management, Inc.; or (ii) a Federal Deposit
Insurance Corporation (FDIC) insured omnibus savings account held in trust by the Board at
Sallie Mae Bank. Except for the Savings Portfolio, investments in the Plan are not insured
by the FDIC. Units of the Portfolios are municipal securities and the value of units will vary
with market conditions.
Standard & Poor’s®, S&P® and SPDR® are registered trademarks of Standard & Poor’s
Financial Services LLC (S&P); Dow Jones is a registered trademark of Dow Jones Trademark
Holdings LLC (Dow Jones); and these trademarks have been licensed for use by S&P Dow
Jones Indices LLC (SPDJI) and sublicensed for certain purposes by State Street Corporation.
State Street Corporation’s financial products are not sponsored, endorsed, sold or promoted
by SPDJI, Dow Jones, S&P, their respective affiliates and third party licensors and none of
such parties make any representation regarding the advisability of investing in such product(s)
nor do they have any liability in relation thereto, including for any errors, omissions, or
interruptions of any index.
Investing involves risk including the risk of loss of principal. Investment returns will vary
depending upon the performance of the Portfolios you choose. Except to the extent of FDIC
insurance available for the Savings Portfolio, you could lose all or a portion of your money
by investing in the Plan, depending on market conditions. Account Owners assume all
investment risks as well as responsibility for any federal and state tax consequences.
© 2019 State Street Corporation. All Rights Reserved.
State Street Global Advisors Funds Distributors, LLC, member FINRA, SIPC,
One Iron Street, Boston, MA 02210.

