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Turn excess 529 funds into your
kid's retirement nest egg

17 April 2024, 8:55 pm CEST, written by UBS Editorial Team

Unlock new financial possibilities and kickstart the retirement savings of your children or grandchildren.
Thanks to the recent enhancements in 529 college savings plans, qualified distributions now offer even more
flexibility. Most notably, you can potentially roll over remaining balances in these plans into the beneficiary’s
Roth IRA.

This is how it works:

+ You may only roll over 529 funds to a Roth IRA in the 529 beneficiary’s name.
« This option is available for 529 accounts that have been open for 15 or more years.

« Annual rollover amounts cannot exceed the lesser of earned income or the annual IRA contribution limits (2024 limit:
$7,000), reduced by any IRA contributions made for that year.

+ The lifetime maximum that can be rolled over is $35,000 per 529 beneficiary.
« Amounts contributed to the 529 in the past 5 years and their earnings are ineligible to be rolled over.

+ Modified Adjusted Gross Income (MAGI) limits that restrict contributions to a Roth IRA do not apply to 529-to-Roth
IRA rollovers.

+ Not all states recognize this federal law change and may tax the 529 distribution at the state level.

A $35,000 Roth IRA balance for a young adult can significantly jump start their retirement savings. Assuming a 5% annual
rate of return, $35,000 for a 25-year-old will be worth $250,000 by the time they turn 65, even if they never contribute
anything else to the account.
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Frequently asked questions and answers:

How do | start the process?
You should contact your 529 provider and request a distribution for a 529 to Roth rollover.

What is the tax implication of rolling 529 balances to a Roth IRA?

The 529 withdrawal is both tax-free and penalty-free at the federal level if the rollover meets all the requirements in
the SECURE 2.0 Act. State tax treatment depends on the particular state you live in and may vary from federal law. Be
sure to contact your 529 provider to inquire about state laws. You will receive a 1099-Q just like any other distribution
from a 529 account.

Can | change the beneficiary and do this multiple times?

The IRS hasn't provided guidance to this question, so it is unclear whether beneficiary changes, owner changes and/or
program manager changes will restart the 15-year clock. Therefore, the conservative approach would be for you not make
such changes until the IRS issues guidance.

Who is eligible to rollover a 529 to a Roth IRA?
The 529 can only be rolled over to a ROTH IRA for the 529 beneficiary. Account owners are not eligible to rollover over
to their own Roth IRA (unless the account owner is also the 529 beneficiary).

Can the entire $35,000 lifetime maximum be rolled over in one year?

No, the maximum amount a 529 beneficiary can roll over in any particular year is the lesser of their earned income or
the annual IRA contribution limit (which for 2024 is $7,000 for individuals under age 50), minus the amount of their
traditional or Roth IRA contribution for that year.

Are there any income limits for the beneficiary?
No, the Roth IRA income limits (AGI) are not applicable to a 529 to Roth IRA rollover.

Can a 529 to Roth IRA rollover be done in-kind?
No. Assets in the 529 must be liquidated and cash contributed to the Roth IRA.

Who is responsible for tracking the $35,000 lifetime limit per beneficiary and other requirements?

The 529 account owner and the 529 beneficiary will be responsible for ensuring that the lifetime limit is not exceeded
and that the other requirements have been met (e.g., 529 account opened for 15 years, contributions made in the prior
5-year plus earning not eligible for rollover, etc.)

What else can | use 529s for?

Besides rolling over to a ROTH IRA, remember that you can use it to pay undergrad, grad school, room and board, K-12,
vocational schools, repay student loans and pass it over to the next generation. Be sure to talk to your financial advisor
about all the restrictions around each of these distributions.
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For more, see our site Education planning: Enriching lives for generations.
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Important information

As a firm providing wealth management services to clients, UBS Financial Services, Inc is registered with the U.S. Securities and Exchange Commission (SEC) as an investment adviser and a broker-
dealer, offering both investment advisory and brokerage services. Advisory services and brokerage services are separate and distinct, differ in material ways and are governed by different laws and
separate contracts. It is important that you carefully read the agreements and disclosures UBS provides to you about the products or services offered. For more information, please visit our website at
www.ubs.com/workingwithus.

© UBS 2023. All rights reserved. UBS Financial Services Inc. is a subsidiary of UBS AG. Member FINRA/SIPC.

There are two sources of UBS research. Reports from the first source, UBS CIO Global Wealth Management, are designed for individual investors and are produced by UBS Global Wealth Management
(which includes UBS Financial Services Inc. and UBS International Inc.). The second research source is UBS Group Research, whose primary business focus is institutional investors. The two sources operate
independently and may therefore have different recommendations. The various research content provided does not take into account the unique investment objectives, financial situation or particular
needs of any specific individual investor. If you have any questions, please consult your Financial Advisor. UBS Financial Services Inc. is a subsidiary of UBS AG and an affiliate of UBS International Inc.


https://www.ubs.com/us/en/wealth-management/our-solutions/planning/education-planning.html

Purpose of this document.

This is marketing material intended to help you understand services and investments we offer. It
should be used solely for the purposes of discussion with your UBS Financial Advisor and your
independent consideration. UBS does not intend this to be fiduciary or best interest investment
advice or a recommendation that you take a particular course of action.

Personalized recommendations or advice.
If you would like more details about any of the information provided, or personalized
recommendations or advice, please contact your UBS Financial Advisor.

Conflicts of interest.

UBS Financial Services Inc. is in the business of establishing and maintaining investment accounts
(including retirement accounts) and we will receive compensation from you in connection with
investments that you make, as well as additional compensation from third parties whose
investments we distribute. This presents a conflict of interest when we recommend that you move
your assets to UBS from another financial institution or employer retirement plan, and also when
we make investment recommendations for assets you hold at, or purchase through, UBS. For more
information on how we are compensated by clients and third parties, conflicts of interest and
investments available at UBS, please refer to the “Your relationship with UBS” booklet provided at
ubs.com/relationshipwithubs, or ask your UBS Financial Advisor for a copy.

No tax or legal advice.
UBS Financial Services Inc., its affiliates and its employees do not provide tax or legal advice. You
should consult with your personal tax and/or legal advisors regarding your particular situation.

Important information about brokerage and advisory services.

As a firm providing wealth management services to clients, UBS Financial Services Inc. offers
investment advisory services in its capacity as an SEC-registered investment adviser and brokerage
services in its capacity as an SEC-registered broker-dealer. Investment advisory services and
brokerage services are separate and distinct, differ in material ways and are governed by different
laws and separate arrangements. It is important that you understand the ways in which we conduct
business, and that you carefully read the agreements and disclosures that we provide to you about
the products or services we offer. For more information, please review the client relationship
summary provided at ubs.com/relationshipsummary, or ask your UBS Financial Advisor for

a copy.
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