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LE G Ac I ES Grandparents can integrate 529 plans into their financial

Flexible strategies for plan, ensuring support for their grandchild’s future goals.
grandparents to support their ~ Starting early can make a significant difference, as it
loved one’s education journey  allows more time for savings to grow.

529 planning opportunities for grandparents

Grandparents have more opportunities than ever before to maximize the financial contributions they
make to their grandchild’s education. Regulatory changes continue to provide new flexibility and
control, making 529 plans an even stronger tool for legacy planning.

1 Accelerated gifting / Superfunding a 529 plan

529 plans can be a powerful gifting and estate planning tool to help grandparents
leave a meaningful legacy. The annual gift contribution limit in 2025 is $19,000
per beneficiary ($38,000 if filing jointly). However, grandparents have the ability to
superfund a 529 plan by making a lump-sum contribution that is equal to five years’
worth of contributions at once.

IMPORTANT DETAILS

e Make a $95,000 ($190,000 if filing jointly) e Funding a 529 plan moves assets out of the
contribution in 2025, which will be treated grandparent’s estate into a grandchild’s name,
as being made over five years for gift tax while retaining control as the account owner.
recognition purposes.

Opportunity: By superfunding early in their grandchild’s life, grandparents can
leave a meaningful legacy while maximizing the potential of compounding
returns in a 529 plan.



2 Grandparents can play a bigger role in helping pay for education

Updates to the Free Application for Federal Student Aid (FAFSA) rules enhanced
grandparents’ ability to support their grandchild’s education without jeopardizing
financial aid eligibility.

IMPORTANT DETAILS

e Beginning with the 2024-25 award year, e Previously, withdrawals from 529 plans
withdrawals from grandparent-owned 529 owned by grandparents were reported and
plans are no longer considered untaxed included as part of the FAFSA “income test,”
income in the FAFSA. which affected a grandchild’s eligibility for

need-based financial aid.

Opportunity: Grandparents now have greater flexibility to contribute to
their grandchild’s education savings using 529 plans without impacting
their eligibility to receive financial aid.

3 Roll unused 529 plan assets into a Roth IRA for their grandchild

Grandparents can now roll over unused 529 plan assets to a Roth IRA for
their grandchild, the beneficiary, helping to provide an early start for their
grandchild’s retirement.

IMPORTANT DETAILS

e The rollover is an option on 529 plans that e The Roth IRA must be established in the name
have been open for a minimum of 15 years, of the 529 plan beneficiary.
for funds that have been in the plan for five

Th te lifeti t eligible t [l
S ——— e The aggregate lifetime amount eligible to ro

over is $35,000 per beneficiary. Transfers are
e Contributions made in the most recent five subject to annual Roth IRA contribution limits.
years, and any earnings on them, cannot
be transferred.

Opportunity: Grandparents can help their grandchild get an early
start on retirement.



4 Required Minimum Distribution (RMD) age increased to 73 — and
will again to age 75 in 2033

Funding a 529 plan with RMDs allows assets to grow tax-deferred again, and
withdrawals on qualified education expenses are tax-free.

IMPORTANT DETAILS

e Grandparents must begin taking RMDs at e As the account owner of the 529 plan,
age 73. grandparents still retain control of the assets.

Opportunity: Grandparents have more time to close their retirement savings
gap and minimize tax consequences afterward, while still using RMDs to
contribute to their grandchild’s education savings.

TO LEARN MORE ABOUT
SCHOLAR'S EDGE 529 PLAN,
TALKTO YOUR FINANCIAL

PROFESSIONAL OR
VISIT SCHOLARSEDGES29.COM.
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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
711 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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