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THE U.S. GOVERNMENT has developed a qualified savings plan model that allows
parents to stash away money and let it grow tax-free for their children’'s educations. So-
called 529 Plans are state-sponsored, meaning that each state has its own plan structure
and guidelines. You can pick the plan you like, whether you live in that state or not. While
most 529 plans are opened to cover costs of a college education, you can use the funds
for qualifying expenses at any level, from kindergarten through graduate school.

And because you invest after-tax dollars in a 529 plan, qualified withdrawals are not
taxed; nor are the earnings that compile over the years as you make contributions and
grow the plan value. In fact, there are few things not to like about 529 plans, and they
have become a very popular way to invest and pay for a child’s education.

While 529 plans are fairly straightforward, there are some nuances, including one that is
typically top of mind of a parent opening a plan: What happens to the leftovers? That is,
if the child doesn't use all the money in the plan for qualified educational expenses, what
can | do with the unused funds? On one hand, you can simply move the funds to another

beneficiary, that is, another of your children, or perhaps a grandchild. But if the original
beneficiary is likely the only person to use those funds, you've been faced with a penalty
of 10 percent of the earnings portion of the remaining funds at withdrawal. As well, those

earnings were taxable.

However, as of 2024, there's another option. The beneficiary, the student, can roll over
the unused funds, up to $35,000, to a Roth IRA, penalty-free and tax-free. The benefit is a
provision of SECURE Act 2.0.

There are restrictions on how the rollover can be done, most importantly:

- Holding periods: The plan must have been in place at least 15 years before you can
execute a rollover. Any earnings during the last five years before the rollover aren’t
eligible for a tax-free rollover.
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« Annual limits: You can't roll over the entire $35,000 in the same year. You're restricted
to the annual contribution limit, which in 2024 is $7,000.

- Ownership: The beneficiary of the 529 plan must also be the owner of the Roth IRA,
and they must have earned income at least equal to that year’s rollover amount.

Another tax-related consideration: 529 plan distributions, or withdrawals, are allocated
between earnings and contributions. The contribution portion will never be taxed or
penalized since it was made with after-tax dollars.

The Roth IRA rollover option answers one of the biggest concerns of people considering
opening a 529 plan for their child. And in so doing, it also affords the beneficiary an
opportunity to start their retirement savings program early in their work life.

We can help you choose a plan and determine the best way to fund it. Call us for more
information at 716-672-7800; or email me at mringler@hbkswealth.com.

IMPORTANT DISCLOSURES

The information included in this document is for general, informational purposes only. It does not contain any investment advice and does not address
any individual facts and circumstances. As such, it cannot be relied on as providing any investment advice. If you would like investment advice
regarding your specific facts and circumstances, please contact a qualified financial advisor.

Any investment involves some degree of risk, and different types of investments involve varying degrees of risk, including loss of principal. It should
not be assumed that future performance of any specific investment, strategy or allocation (including those recommended by HBKS® Wealth Advisors)
will be profitable or equal the corresponding indicated or intended results or performance level(s). Past performance of any security, indices, strategy
or allocation may not be indicative of future results.

The historical and current information as to rules, laws, guidelines or benefits contained in this document is a summary of information obtained from
or prepared by other sources. It has not been independently verified, but was obtained from sources believed to be reliable. HBKS® Wealth Advisors
does not guarantee the accuracy of this information and does not assume liability for any errors in information obtained from or prepared by these
other sources.

HBKS® Wealth Advisors is not a legal or accounting firm, and does not render legal, accounting or tax advice. You should contact an attorney or CPA if
you wish to receive legal, accounting or tax advice.
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Michael serves as a financial advisor in the Fredonia, New York, office of HBKS® Wealth
Advisors. He specializes in providing personal financial planning for investments,
retirement, protection planning, retirement income, estate planning strategies,
education funding, tax management strategies and wealth preservation strategies.

Michael joined HBKS in 2018 after working as a financial advisor and field director
for Northwestern Mutual for six years. He earned his Bachelor of Science degree in

Finance from Duquesne University.

Investment advisory services are offered through HBK Sorce Advisory LLC, doing business as HBKS® Wealth Advisors. NOT FDIC INSURED - NOT
BANK GUARANTEED - MAY LOSE VALUE, INCLUDING LOSS OF PRINCIPAL - NOT INSURED BY ANY STATE OR FEDERAL AGENCY
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