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529 college savings plan is a tax-advantaged account
that is commonly set up and funded by the beneficiary’s
parents. While they are primarily known for being a
college savings plan, the funds can also be used for
a variety of other educational expenses, including trade school,
vocational school, graduate school, and even K-12 programs.

In this article, we'll cover the basics, including 529 plan contribution
limits, benefits, how to set one up, and holistic financial planning to
help you navigate 529s in the context of your broader financial goals.

HOW DOES A 529 PLAN WORK?

Once you open a 529 account (further details provided below), you
can contribute after-tax dollars to the account. A 529 is a relatively
simple investment account in that it has:

= No annual contribution limits (though large contributions may
trigger gift tax rules — we can help you assess if this is relevant).

= No income restrictions (anyone can create and contribute to one,
regardless of income level).

There are lifetime contribution limits that vary by state but are
usually over $300,000.

Given the rising cost of higher education — with average annual
costs totaling $27,100 at public institutions and $58,600 at private
colleges based on the 2022-23 academic year' — starting a 529 plan
as early as possible can be crucial. The earlier you begin, the more
time your investments have to potentially grow and benefit from tax-
advantaged compounding.

Once you've started contributing, you'll need to choose from a
range of investment options offered by your plan. At Cary Street
Partners, we specialize in financial planning and can help you review
and select investments that align with your savings goals. You will

also need to review and rebalance your investments regularly. Our
advisors ensure you stay on track to reach your goals by helping you
monitor and adjust your portfolio, providing personalized guidance
every step of the way.

Average Total Cost of Attendance for Full-Time Undergraduate
Students by Institution Type & Living Arrangement (2022-23)

Off campus,  Off campus,
living with not living
family with family

Level and control
of institution

On campus

4-year institutions

Public $27,146 $15,708 $27,756
Private nonprofit ~ $58,628 $46,280 $57,519
Public $16,641 $10,199 $20,910

Private nonprofit ~ $36,026 $25,200 $36,426

Source: U.S. Department of Education, National Center for Education Statistics, Integrated
Postsecondary Education Data System (IPEDS), Student Financial Aid component and Institutional
Characteristics component, Winter 2022-23 (provisional data) and Fall 2022 (provisional data)

THE BENEFITS OF A 529 COLLEGE
SAVINGS PLAN

Tax Advantages

529 plan tax benefits are one of the most compelling reasons to
consider establishing one.

The funds you invest in a 529 grow tax-free. When you are ready to
withdraw funds for qualified educational expenses, your withdrawals
will not be subject to federal income taxes — and, in many cases, may
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not be subject to state taxes either. Additionally, some states offer
tax deductions for 529 plan contributions. The potential for tax-free
growth may provide an opportunity to build savings in a 529 plan for
future college expenses. We believe that starting early and investing
consistently may help maximize the benefits of tax-advantaged
education savings. And if you accumulate more than you need, you
have the ability to use those funds for yourself or another child's
education expenses. So, starting a 529 and investing early allows
you more time to enjoy the potential compounding growth.

Flexible Spending

What is a qualified educational expense? 529s are versatile.
Qualified expenses include tuition, room and board, computers,
textbooks, school supplies, and student loan repayments. The
funds can also be used to cover more than just undergraduate
college expenses. You can put them towards K-12 programs, trade
or vocational school, and even graduate school programs. If you do
need to withdraw funds for ineligible expenses, you may do so at a
10% penalty in addition to your regular income tax on any earnings.

Beneficiary Changes and Transfers

Although they are established for a single beneficiary (usually a
child), 529 college savings plans offer options depending on your
situation. You can update the plan’s beneficiary, allowing you to use
the remaining money for another child, grandchild, or any qualified
family member’s education expenses. For instance, if your daughter
earns a scholarship and won't fully draw down the money in the 529
account you've set up for her, you can choose a different beneficiary
within the same family. And if you have any money leftover in the
529, you can roll over up to $35,000 into a Roth IRA for a beneficiary,
though certain conditions apply here.

Account Control

529s offer additional benefits, like account control. With custodial
accounts (e.g., UTMAs), you're required to give the assets to the
beneficiary at a certain age. However, as the owner of a 529 account,
you retain control over the assets and investment decisions,
regardless of the beneficiary’s age, until funds are withdrawn.

WHEN & HOW TO ESTABLISH A 529

The earlier you start, the better. That way, your investment returns
have plenty of time to compound, making the most of your money.
One caveat is that establishing a 529 requires the beneficiary's SSN, so
you cannot set one up for your unborn child. However, you can make
yourself the initial beneficiary, transferring it once your child is born.

Once you have an SSN for the beneficiary, you will need to choose
a provider. There are state-sponsored plans, in addition to private
ones, offered by major providers such as Fidelity and Vanguard.
Do your research, reviewing details like investment fund selection,
fees, and state-specific benefits. All providers require some simple
paperwork. Once complete, you may fund the account and select
investment options.

Even if your child is a teenager, it is still worthwhile to establish a 529
plan for them. As a reminder, you don't have to withdraw all funds
at once; contributions can continue during college, and the funds
can also be used for graduate school expenses, allowing for further
investment growth.

HOLISTIC FINANCIAL PLANNING

At Cary Street Partners, we act as a true partner in your wealth
planning journey, taking into account your entire portfolio of
investments, including retirement, insurance, savings, and beyond.
These considerations enable us to provide tailored guidance based
on your financial goals, allowing us to estimate how much you may
need to save to meet them, assess investment strategies such as
target-date funds, or build a customized investment mix to fulfill
your unigue needs.

We can manage your 529, help you compare providers, estimate
your tax deduction for 529 contributions (if applicable), and evaluate
gift tax considerations as you decide how much to contribute.

With Cary Street Partners'
knowledge and experience, we
empower you to achieve your
financial goals and set your young
ones up for the same success.

Visit our Financial Planning page
to learn more, or contact us to

set up an introductory meeting.
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