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Combining tax planning and  
529 education savings plans

529 education savings plans offer income and estate tax benefits, 
while providing for the educational needs of your loved ones. 
Integrating CollegeAmerica into your larger wealth transfer strategy is a simple way to lower your     
potential taxable estate and leverage the benefits of income tax-deferred growth, while seeking to  
ensure that education remains a priority for future generations. There are no income restrictions:  
Anyone can open a 529 account regardless of how much money they make. 

Investments are not FDIC-insured, nor are they deposits of or guaranteed by a bank or any other entity, so they may lose value.

Transfer considerable assets

You can make substantial contributions without incurring the
federal gift tax by using annual exclusions, including a special 
accelerated gifting election as well as your available lifetime
estate and gift-tax exemption. (Tax-advantaged treatment        
applies to savings used for qualified education expenses. State 
tax treatment varies.) Some options to consider:

•  Use annual exclusions:

—  Contribute up to $19,000 a year for 2025 ($38,000 if you’re     
  married) per beneficiary without gift-tax consequences.

—  Under a special accelerated gifting election, you can      
  combine up to five years of contributions into one lump  
  sum of up to $95,000 in one calendar year for 2025  
  ($190,000 if you’re married), per beneficiary without gift- 
  tax consequences. Additional gifts made to that beneficiary  
  over the next four years after the year in which the one-time  
  gift is made may reduce the donor’s lifetime gift and estate  
  tax exemption. If the donor of an accelerated gift dies with 
  in the five-year period, a portion of the transferred amount  
  will be included in the donor’s estate for tax purposes.  
  Consult with a tax advisor regarding your specific situation.

•  Use your available lifetime gift-tax exemption:

—  You may contribute amounts in excess of your annual   
  exclusions, but the excess will be applied against your          
  lifetime gift-tax exemption limit of $13.99 million for 2025  
  ($27.98 million if you’re married).

Open multiple accounts

•   Anyone of any age can be the beneficiary of your account —  
  not just family members and not just school-age children.  
  You can even name yourself as beneficiary for your own future  
  education aspirations and you can also change beneficiaries  
  to another family member. 

•   You may open accounts for as many beneficiaries as you like.

Pay tuition, not taxes

•  Earnings in the account grow tax-free.   
•  Withdrawals for qualified education expenses are also tax-free.   

 Qualified education expenses include tuition for an elemen- 
 tary or secondary private or religious school (kindergarten  
 through 12th grade) up to a maximum of $10,000 incurred  
 during the taxable year per beneficiary. Also, qualified         
 education expenses include expenses for fees, books,          
 supplies and equipment required for the participation of a  
 designated beneficiary in certain apprenticeship programs. 

•  Withdrawals may also be used to pay principal or interest (up  
 to a $10,000 lifetime maximum) on qualified student loans  
 for a designated beneficiary or the designated beneficiary’s  
 sibling. 

•  You may choose to prioritize capturing additional tax-deferred  
 growth by paying tuition expenses with funds outside of the  
 529 account, leaving the 529 assets intact for future education  
 needs. 

If withdrawals are used for purposes other than qualified  
education expenses, the earnings will be subject to a 10% 
federal tax penalty in addition to federal and, if applicable, state 
income tax. States take different approaches to the income tax 
treatment of withdrawals. For example, withdrawals for K–12 
expenses may not be exempt from state tax in certain states. 
Tax deductions may be disallowed in the event of non-qualified 
withdrawals.

Retain financial control
•  As the account owner, you control the assets as well as the  

 amount and timing of withdrawals.
•  Transfer unused assets between 529 accounts without a  

 penalty when the beneficiaries are in the same family.
•  You may change the beneficiary of the account at any time  

 (although there may be tax and/or penalty consequences for  
 doing so).  

•  Account owners can roll up to $35,000 into a Roth IRA for the  
 beneficiary, tax and penalty-free, over their lifetime (subject  
 to limitations).*
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* To qualify, the Roth IRA must be in the name of the beneficiary, and the 529 savings account must have been open for at least 15 years. The amount to  
 be rolled over must have been in the account for at least five years and is subject to Roth IRA annual contribution limits.

† Tax considerations can be complex and your individual situation may vary. Consult your tax advisor about your specific situation. 

Depending on your state of residence, there may be an in-state plan that provides state tax and other state benefits, such as financial 
aid, scholarship funds and protection from creditors, not available through CollegeAmerica. Before investing in any state’s 529 plan, 
investors should consult a tax advisor. 
Investors should carefully consider investment objectives, risks, charges and expenses. This and other important information is  
contained in the fund prospectuses, summary prospectuses and CollegeAmerica Program Description, which can be obtained from  
a financial professional and should be read carefully before investing. CollegeAmerica is distributed by Capital Client Group, Inc., 
and sold through unaffiliated intermediaries.
This material does not constitute legal or tax advice. Investors should consult with their legal or tax advisors.

All Capital Group trademarks mentioned are owned by The Capital Group Companies, Inc., an affiliated company or fund. All other company and  
product names mentioned are the property of their respective companies.

This content, developed by Capital Group, home of American Funds, should not be used as a primary basis for investment decisions and is not intended 
to serve as impartial investment or fiduciary advice.
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The resulting structure has both estate and income tax benefits:

•  The couple has removed $380,000 (plus potential future growth) from their taxable estate.
•  An aggregate $380,000 now has the opportunity to grow in a tax-deferred environment for the family’s future use, and if used for   

 qualified expenses, future withdrawals are tax-free.

Contributions made to a 529 plan in excess of the annual gift tax exclusion will not cause gift taxes to be payable unless the               
contributions (together with all other gifts) that exceed the annual gift tax exclusion are greater than the contributor’s lifetime gift tax 
exemption of $13,990,000 for 2025.

Putting 529s to work for your estate

529 plans are an attractive option for tax-sensitive investors with ambitious savings goals and wealth transfer objectives. Funding 529s 
is a simple way to move current value (and future appreciation) out of your taxable estate, while also capturing income tax-deferred 
growth on the assets within the plan.

Hypothetical example of how a married couple may be able to contribute to multiple beneficiaries without having to pay gift taxes

Grandchild 1
$190,000 annual exemption

Grandchild 2
$190,000 annual exemption

A married couple wants to fund 529s for their two 
grandchildren.

Using the special accelerated gifting election that 
allows them to combine up to five years of the annual 
exclusion limit for gifts into one lump sum, they fund 
each 529 account with $190,000 without incurring 
federal gift tax.†

CollegeAmerica’s contribution limit allows clients 
to invest until the account’s balance (including any   
earnings) reaches $550,000.

Assumptions:

   • The only gifts given to each beneficiary during         
      the year were 529 gifts.

   • Lifetime gifts don’t exceed lifetime gift-tax        
     exemption limit.


