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SE c U R E SECURE Act 2.0 has opened up a new and powerful
planning avenue for education and retirement savers.
With the cost of education continuing to rise, and the
= need for retirement savings to cover longer lifespans,

oo ) the new legislation is a positive step in helping
Maximizing education and individuals achieve their financial goals.
retirement goals with 529 plan

Unlocking the benefits: Understanding the changes to 529 plans under the SECURE Acts

The first SECURE Act, effective January 1, 2020, made significant changes to the way 529 plans can be used so that
it's more flexible for families to save for expanded types of education and manage student loan debt.

SECURE Act 2.0, signed December 2022, provides additional ease and flexibility for your clients in managing their
finances and creating a more comprehensive savings plan for reaching both their education and retirement goals.

1. Employer contributions towards an employee’s student loans
SECURE Act 2.0 allows employer-sponsored retirement plans to offer student loan repayment benefits.
What your clients need to know: Beginning in 2024, student loan payments can be matched by an employer by
up to $5,250 per year in the same way as contributions to a 401(k) or other retirement plan. For example, if an
employee makes a student loan payment of $100, their employer could decide to match this amount with a $100

contribution to the employee’s retirement account. This offers graduates the ability to pay off student loans more
quickly while also saving for retirement, which can help reduce overall financial stress.

2. Rollover of unused 529 plan assets to a Roth IRA
Secure Act 2.0 is improving access to retirement savings plans for American workers by integrating 529 plans
and Roth IRAs.

What your clients need to know: The ability to rollover 529 plan assets allows families to take advantage of the
benefits of a Roth IRA and use those funds for retirement expenses tax- and penalty-free.

e The rollover is available starting January 1, 2024 on 529 plans that have been open for a minimum of fifteen
years for funds that have been in the plan for five or more years.

e Contributions made in the most recent five years or any earnings on them cannot be transferred.

e The Roth IRA must be established in the name of the 529 plan beneficiary.

e The aggregate lifetime amount eligible to rollover is $35,000 per beneficiary. Transfers are subject to annual
Roth IRA contribution limits ($7,000 in 2024).
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This hypothetical example is for illustrative use only and does not reflect an actual investment in any specific 529 plan or Roth IRA. The hypothetical example assumes a beneficiary has had a 529 plan for over 15 years, graduates
at age 22 with $35,000 remaining in the 529 plan, and rolls over $6,500 a year for 5 years. This hypothetical example also assumes a return on average annual investment of 7% and no withdrawals during the time period. This
example’s assumed rate of return is not guaranteed and actual returns will vary. Please keep in mind that withdrawals from 529 Plan account that are not used to pay for qualified higher education expenses of the beneficiary or roll
into the Roth IRA are subject to federal taxes (including a 10% federal penalty tax) such that any tax benefits of the 529 Plan will be lost.

3. Use of funds for apprenticeships and on-the-job training
The 2020 Act recognized the growing demand for training and certification programs, and that many workers
need to acquire skills throughout their careers.

What your clients need to know: The expanded definition of “qualified higher education expenses” means that
529 plans can be used to cover the cost of apprenticeship programs and other forms of job training.

4. Use of funds for student loan repayment

The 2020 Act allows 529 plans to be used to repay student loans, helping families simultaneously manage
student debt while saving for education.

What your clients need to know: Prior to the SECURE Act, using a 529 plan to pay for student loans would
have resulted in a tax penalty on the earnings portion of the withdrawal. Following the Act, up to $10,000
per beneficiary can be withdrawn penalty-free from a 529 plan for student loan repayment.



Helping your clients toward success in education and retirement savings

Stay informed with the latest information and resources at scholarsedge529.com.

Sources: https://www.forbes.com/sites/brianboswell/2019/12/17/bill-would-let-college-savers-pay-for-apprenticeship-programs-student-loans/?sh=19996b4 17602
https://money.com/529-roth-ira-rollover/
https://www.adp.com/spark/articles/2022/1 1/turning-student-loan-debt-into-retirement-savings.aspx

Scholar’s Edge® (“Scholar’s Edge” or the “Plan”) is operated as a qualified tuition program offered and sponsored by The Education Trust Board of New Mexico
(the “Board”) and is available to all U.S. residents. Ascensus College Savings Recordkeeping Services, LLC is the Program Manager for Scholar’s Edge and
Principal Funds Distributor, Inc. is the distributor of Scholar’s Edge. Principal Global Investors, LLC, (“PGI”), an affiliated company of the Distributor and a member
company of the Principal Financial Group®, serves as the investment advisor to the Plan. Responsibilities of PGl include providing recommendations to the Board
for the Underlying Investments in which the Scholar’s Edge Portfolios invest, monitoring and rebalancing the asset allocations for the Year of Enroliment and
Target Risk Portfolios, and monitoring the Portfolios’ compliance with the Board’s Investment Policy Statement and applicable law. The Program Manager is not
affiliated with any member company of Principal Financial Group.

Accounts in Scholar’s Edge are not insured or guaranteed by the Federal Deposit Insurance Corporation or any other government agency. The securities held

in the Plan accounts are neither FDIC insured nor guaranteed and may lose value. The Board has no legal obligation to provide financial support to the Plan or
Plan accounts, and you should not expect that the Board will provide financial support to the Plan at any time. Account Owners do not invest in, and do not have
ownership or other rights relating to the underlying investments held by the Plan’s investment options. The underlying investments are not deposits or obligations
of any bank, are not guaranteed by any bank, are not insured by the FDIC or any other agency, and involve investment risks, including the possible loss of the
principal amount invested.

This material is provided for general and educational purposes only, and is not intended to provide legal, tax or investment advice, or for use to avoid penalties
that may be imposed under U.S. federal and state tax laws. Contact your attorney, tax professional or other financial professional regarding your specific legal,
investment or tax situation. Some states offer favorahle tax treatment to their residents only if they invest in the home state’s own plan.

Investors should consider before investing whether their or their designated beneficiary’s home state offers any state tax or other benefits that are only available for
investments in such state’s qualified tuition program, such as financial aid, scholarship funds, and protection from creditors, and should consult their tax advisor.

Before investing in Scholar’s Edge, investors should carefully consider the investment objectives, risks, charges and expenses associated with the Plan’s
municipal fund securities. The Plan Description and Participation Agreement contains this and other information about the Plan, and may be obtained by
asking your financial professional, by visiting scholarsedge529.com or calling 1.866.529.SAVE (1.866.529.7283). Investors should read these documents
carefully before investing.

Scholar’s Edge® is distributed by Principal Funds Distributor, Inc. a FINRA Member
/11 High Street
Des Moines, IA 50392

Securities and advisory products offered through Principal Securities, Inc., 800-247-1737, Member SIPC, and/or independent broker/dealers.
Principal Funds Distributor, Inc. and Principal Securities are members of Principal Financial Group®, Des Moines, IA 50392.

Scholar’s Edge® and the Scholar’s Edge® Logo are registered trademarks of The Education Trust Board of New Mexico used under license.
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