Rules on Opening a 529 Plan Account for College
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Year over year, participation in 529 plans continues to rise. Anyone can open an account, lifetime
contribution limits are typically over $300,000, and there are tax benefits if the funds are used for college.
Here are some common questions on opening an account.

Can I open an account in any state's 529 plan or am I limited to my own state's
plan?
Answer: It depends on the type of 529 plan you have: college savings plan or prepaid tuition plan. With a
college savings plan, you open an individual investment account and direct your contributions to one or
more of the plan's investment portfolios. With a prepaid tuition plan, you purchase education credits at
today's prices and redeem them in the future for college tuition. Forty-nine states (all but Wyoming) offer
one or more college savings plans, but only a few states offer prepaid tuition plans.
529 college savings plans are typically available to residents of any state, and funds can be used at any
accredited college in the United States or abroad. But 529 prepaid tuition plans are typically limited to
state residents and apply to in-state public colleges.
Why might you decide to open an account in another state's 529 college savings plan? The other plan
might offer better investment options, lower management fees, a stronger investment track record, or
better customer service. If you decide to go this route, keep in mind that some states may limit certain 529
plan tax benefits, such as a state income tax deduction for contributions, to residents who join the in-state
plan.

Is there an age limit on who can be a beneficiary of a 529 account?
Answer: There is no beneficiary age limit specified in Section 529 of the Internal Revenue Code, but
some states may impose one. You'll need to check the rules of each plan you're considering. Also, some
states may require that the account be in place for a specified minimum length of time before funds can
be withdrawn. This is important if you expect to make withdrawals quickly because the beneficiary is close
to college age.

Can more than one 529 account be opened for the same child?
Answer: Yes. You (or anyone else) can open multiple 529 accounts for the same beneficiary, as long as
you do so under different 529 plans (college savings plan or prepaid tuition plan). For example, you could
open a college savings plan account with State A and State B for the same beneficiary, or you could open
a college savings plan account and a prepaid tuition plan account with State A for the same beneficiary.
But you can't open two college savings plan accounts in the same 529 plan in State A for the same
beneficiary.
Also keep in mind that if you do open multiple 529 accounts for the same beneficiary, each plan has its
own lifetime contribution limit, and contributions can't be made after the limit is reached. Some states
consider the accounts in other states to determine whether the limit has been reached. For these states,
the total balance of all plans (in all states) cannot exceed the maximum lifetime contribution limit.

Can I open a 529 account in anticipation of my future grandchild?
Answer: Technically, no, because the beneficiary must have a Social Security number. But you can do
so in a roundabout way. First, you'll need to open an account and name as the beneficiary a family
member who will be related to your future grandchild. Then when your grandchild is born, you (the
account owner) can change the beneficiary to your grandchild. Check the details carefully of any plan

you're considering because some plans may impose age restrictions on the beneficiary, such as being
under age 21. This may pose a problem if you plan to name your adult son or daughter as the initial
beneficiary.

What happens if I open a 529 plan in one state and then move to another state?
Answer: Essentially, nothing happens if you have a college savings plan. But most prepaid tuition plans
require that either the account owner or the beneficiary be a resident of the state operating the plan. So if
you move to another state, you may have to cash in the prepaid tuition plan.
If you have a college savings plan, you can simply leave the account open and keep contributing to it.
Alternatively, you can switch 529 plans by rolling over the assets from that plan to a new 529 plan. You
can keep the same beneficiary when you do the rollover (under IRS rules, you're allowed one 529 plan
same-beneficiary rollover once every 12 months), but check the details of each plan for any potential
restrictions. If you decide to stay with your original 529 plan, just remember that your new state might limit
any potential 529 plan tax benefits to residents who participate in the in-state plan.
Questions? Schedule a no-cost appointment with First Financial’s Investment & Retirement
Center by calling 732.312.1414 or email Mary.LaFerriere@cunamutual.com
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