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529 cheat sheet

What is a 529 plan?
529 (name given after the tax code) is an income tax advantaged savings account 

designed for education with after tax contributions that when used for qualified 

expenses, the growth in the account is not taxable for federal income tax purposes.

Are there state income tax benefits with a 529 
plan?
Over 30 states offer state tax deductions or credits for 529 contributions—seven tax 

parity states that offer state income tax benefit to any 529 plan (AZ, AR, KS, MN, MO, 

MT, PA).1

What are the types of 529 plans?
• Investment plan

•  Prepaid Plan: Pay for certain number of semesters (contract plans/futures 

contract) or buy fractional units (tuition index fund that are redeemable in 

the future). Only 10 pre-paid plans taking new applications and eight require 

residency.2 (The states: FL, MD, MA, MI, MS, NV, PA, TX, WA—Private College 529 

Plan)

Direct sold 529 plans versus advisor sold 529 
plans
•  Direct access through the state with lower fees, but no advisor assistance

•  Access through a state-advisor assisted plan which has higher fees but advisor 

assistance 
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What are examples of qualified expenses 
(qualified withdrawals for qualified expenses 
must be in the same calendar year)?
•  For College: tuition and required fees, books, computer and internet access, 

room and board when enrolled half time minimum, student loans $10K lifetime 

maximum per beneficiary

•  Other qualified possibilities: $10K per calendar year, per beneficiary for K-12 tuition 

only, and for certain apprenticeships: https://www.apprenticeship.gov

•  International study can qualify—depends on the institution: https://studentaid.

gov/understand-aid/types/international#participating-schools

What are examples of non-qualified expenses?
 Examples of non-qualified expenses (penalty—10% on the growth, ordinary income 

tax on the growth, possible state income tax recapture)—transportation, college 

application and testing fees, extra-curricular activity fees, health insurance—even if 

offered by college.

Are there contribution limits?
Maximum contribution limits per beneficiary account—varies state to state— 

examples: Highest (CA: $529,000, NY: $520,000) Lowest (GA/MS $235,000, ND: 

$269,000).3

What are the financial aid consideration if the 529 
is owned by a parent?
If owned by parent, treated as a parent asset for financial aid purposes not student.

Are there usage requirements?
No requirement to use by a certain age (unlike Coverdell which requires proceeds to 

be utilized by the beneficiary by age 30).

Can you change beneficiaries?
 Yes, but the new beneficiary must be blood related to existing beneficiary—check 

with tax advisor if there is a generation skip when there is a change is (GST).
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Can you change ownership?
Yes, but the new owner must be a member of the family and there may be some 

state by state nuances to be aware of before making a decision.4

Can you change asset allocation?
Yes, a maximum of twice every calendar year per account/beneficiary.

Are rollovers allowed?
Yes, once per 12 month rolling period, per beneficiary (529 to Able account—which 

is for individuals who may become disabled, out of state 529 to different state 529, 

in state advisor assisted to in state direct)—if non-complaint considered a non-

qualified distribution, could have state income tax recapture.

What are gifting considerations?
 529 gifts of up to $15K per beneficiary qualify under the annual gift tax exclusion 

apply and are considered completed gifts (30K per year for couples). Super funding 

option: one-time contribution of $75k (150K for couples) over a five-year period— 

check with tax advisor if donor/owner passes on before the five-year period elapses. 

This will utilize the donor’s full annual exclusion for that beneficiary and any dollar 

above the annual exclusion is subject to gift tax.5

What happens when a child earns a scholarship 
or pursues military ROTC? 
You can withdraw the amount of the scholarship without penalty, but ordinary 

income taxes apply, state income tax recapture a possibility.

What is the process of withdrawing from the 
account?
•  You can pay the school directly, or a distribution can be sent to the owner of the 

account or to the student/beneficiary—IRS forms are issued (maintain calendar 

year records in case of audit)—IRS 1099Q is sent upon withdrawal from 529—

issued to beneficiary if sent to school or beneficiary, sent to owner if issued to 

owner

•  If beneficiary’s school returns money previously taken as a qualified withdrawal 

(as in case of Covid-19 refunds) check with tax advisor about recontributing funds 

within the 529 within 60 days of the refund
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Wilmington Trust is a registered service mark used in connection with various fiduciary and non-fiduciary services offered by certain subsidiaries of M&T Bank 
Corporation including, but not limited to, Manufacturers & Traders Trust Company (M&T Bank), Wilmington Trust Company (WTC) operating in Delaware only, 
Wilmington Trust, N.A. (WTNA), Wilmington Trust Investment Advisors, Inc. (WTIA), Wilmington Funds Management Corporation (WFMC), and Wilmington Trust 
Investment Management, LLC (WTIM). Such services include trustee, custodial, agency, investment management, and other services. International corporate and 
institutional services are offered through M&T Bank Corporation’s international subsidiaries. Loans, credit cards, retail and business deposits, and other business and 
personal banking services and products are offered by M&T Bank, member FDIC.  

This material is for informational purposes only and is not intended as an offer or solicitation for the sale of any financial product or service or as a determination that 
any investment strategy is suitable for a specific investor. Investors should seek financial advice regarding the suitability of any investment strategy based on their 
objectives, financial situations, and particular needs. This material is not designed or intended to provide financial, tax, legal, accounting, or other professional advice 
since such advice always requires consideration of individual circumstances. If professional advice is needed, the services of a professional advisor should be sought.

Wilmington Trust is not authorized to and does not provide legal or tax advice. Our advice and recommendations provided to you is illustrative only and subject to the 
opinions and advice of your own attorney, tax advisor or other professional advisor.

The information in this article has been obtained from sources believed to be reliable, but its accuracy and completeness are not guaranteed.

There is no assurance the any investment, financial or estate planning strategy will be successful. 

Third-party trademarks and brands are the property of their respective owners.

Wilmington Trust, M&T Bank or any of it’s affiliates are not affiliated with any of the third parties referenced above. The opinions of the above third parties are their own 
and do not necessarily represent those of Wilmington Trust, M&T Bank or any of its affiliates.
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