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The Many Benefits of a
529 Savings Plan

529 Plans are an effective way to save for college if you want tax efficient
investing that is easy to set up, fairly flexible, and allows other family members
to participate.

Types of 529 Plans

A 529 Savings Plan is an investment account that offers tax-free growth and
withdrawals when used to pay for qualified education expenses. In addition

to covering college tuition, room and board, qualified expenses include
apprenticeship programs, up to $10,000 per year for K-12 tuition, and even paying
off up to $10,000 in student loans. Starting in 2024, a new provision enables 529
beneficiaries to roll up to $35,000 of unused balances into a Roth IRA, allowing
ongoing tax advantaged investing.

A 529 Prepaid Tuition Plan lets you prepay all or part of the costs of an in-state public
college education, which offers protection against rising education costs. Typically,
you or the student must reside in the state offering the plan. If circumstances change,
you can convert the funds for use at private or out-of-state colleges.

Advantages of a 529 Savings Plan

Tax Benefits
« Offers tax-free growth and withdrawals for qualified education expenses
« Plan contributions are tax deductible in most states, but not California
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In the following chart, we show how the tax advantages of a 529 plan can allow your
money to grow significantly more than a taxable account with the same investments.

Difference Between Investing in a 529 plan and a Taxable Account
Over an 18 Year Time Period
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J.P. Morgan Asset Management. Illustration assumes an initial $10,000 investment and monthly investments of $500 for 18
years. Chart also assumes an annual investment return of 6% compounded monthly, and a federal tax rate of 32%. Investment
losses could affect the relative tax-deferred investing advantage. This hypothetical illustration is not indicative of any specific
investment and does not reflect the impact of fees or expenses. Each investor should consider his or her current and anticipated
investment horizon and income tax bracket when making an investment decision, as the illustration may not reflect these
factors. These figures do not reflect any management fees or expenses that would be paid by a 529 plan participant. Such costs
would lower performance. This chart is shown for illustrative purposes only. Past performance is no guarantee of future results.

Estate Planning Benefits

o Plan contributions and investment gains are removed from the estate of the
account owner who provided the funds.

« Contributions can be front end loaded. Up to five times the standard gift tax
exclusion amount can be contributed to a 529 plan, or $90.000 per donor per child.
If this option is used, no additional gifts can be made to the same beneficiary over a
5-year period.

Control and Flexibility

« The plan beneficiary can be changed to another ‘family member’ as defined by the
IRS (e.g. siblings, step siblings, grandchildren, adopted children, even first cousins).

« Anyone can contribute to the 529 plan, and grandparents are common donors.
« Money can be kept in a 529 plan indefinitely, allowing for legacy educational
funding.

« Leftover funds, up to $35,000, can be rolled into a Roth IRA for the 529 beneficiary.
Some restrictions apply: the account must have been in effect for 15 years and a
maximum of $7000 can be transferred in any given year.

« Up to $10,000 per year per beneficiary can be used for eligible K-12 schools.

Ease of Use
« No income limits for contributors
« No age limits on beneficiaries
« Minimalimpact on financial aid
« No mandatory withdrawals

« High total contribution limits, as much as $400,000 per beneficiary. X}(
« Many plan providers to choose from 2X WEALTH GROUP
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Disadvantages of a 529 College Savings Plan

« Non-qualified withdrawals may be subject to federal income tax, a 10% penalty
tax and state and local taxes. This can be a problem if you fully funded college
and your child decides not to attend.

« Investment choices can be limited, although the options are much better now
than in the past.

How Do You Decide When and How Much to Put Into a 529 plan?

Your own financial situation will affect whether you fund a 529 savings plan up front or
over time. The earlier you contribute, the lower your contributions need to be to reach
your goal - since there will be more time for the 529 plan investments to grow.

If desired, plan providers will set up automatic monthly deductions from your bank
account, aiding regular contributions. At the other extreme, front end loading a 529
plan at birth with up to $90,000 can potentially fund all of college. This strategy is best
when you have other beneficiaries in mind (in case the original beneficiary doesn't
need educational funding).

If you are uncertain whether your child(ren) will attend a cheaper in-state college or
one out of state, you can choose to fund the lower cost option plus a bit extra which
can be rolled to a Roth IRA. Keep in mind, many students don't graduate in 4 years,
making college costs even higher. We often suggest combining taxable savings with
529 savings plans to add flexibility and avoid withdrawal penalties from an overfunded
529 account.

Lastly, try to avoid these pitfalls..
« Don't use retirement funds for 529 plan contributions.
« Don't borrow from a home equity line to fund a 529 plan.

« Be careful not to overspend with K-12 withdrawals, which could jeopardize
college funding.

If you'd like to know more, please contact us at lori@2xwealth.ingalls.net or
lisa@2xwealth.ingalls.net.

The material included herein is not to be reproduced or distributed to others without the Firm's express written consent. This
material is being provided for informational purposes, and is not intended to be a formal research report, a general guide to
investing, or as a source of any specific investment recommendations and makes no implied or express recommendations
concerning the manner in which your specific accounts should be handled based on your individual circumstances. Any opinions
expressed in this material are only current opinions and while the information contained is believed to be reliable there is no
representation that it is accurate or complete and it should not be relied upon as such. Investing involves risk, including loss of
principal, and no assurance can be given that a specific investment objective will be achieved.

The Firm accepts no liability for loss arising from the use of this material. However, Federal and state securities laws impose
liabilities under certain circumstances on persons who act in good faith and nothing herein shall constitute a waiver or other
limitation of any rights that an investor may have under Federal or state securities laws.

2x Wealth Group is a team at Ingalls & Snyder, LLC.,1325 Avenue of the Americas, New York, NY 10019-60686. If you would like to
unsubscribe, please click here.
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Need help sorting
this all out? Make
an appointment
with us to help
you through it.

Contact Us:

Lori Zager
Lori@2xwealth.ingalls.net
212-269-7757

Lisa James
lisa@2xwealth.ingalls.net
212-269-7758

www.2xwealth.ingalls.net
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