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Making Changes to Your 529 Account

Section 529 plans are designed to accommodate the account changes that you may need to make over the

years. Whether you need to change the account owner or beneficiary, your investment options, or your

monthly contributions, here's what you'll need to know.

Changing the beneficiary

If the existing beneficiary no longer needs the funds in your 529 account (e.g., he or she gets a full

scholarship or decides not to go to college), you may want to designate a new beneficiary. All 529 plans

allow the account owner to change the designated beneficiary, and it's actually quite simple to do. Just fill

out a change of beneficiary form and submit it to your 529 plan administrator. Depending on your plan, you

may have to pay an administrative fee.

If the existing beneficiary needs only some of the funds in your 529 account, you can also do a partial

change of beneficiary, which involves establishing another 529 account for a new beneficiary and rolling over

some funds from the old account into the new account.

Note, though, that in order to avoid penalties and taxes when changing beneficiaries, the new beneficiary

must be a family member of the old beneficiary. According to Section 529 of the Internal Revenue Code,

"family members" include children and their descendants, stepchildren, siblings, parents, stepparents,

nieces, nephews, aunts, uncles, in-laws, and first cousins. States are free to impose additional restrictions,

such as age and residency requirements.

Changing the account owner

Most states allow a change in ownership of a 529 account. And unlike a change in beneficiary, there is

usually no requirement that the new account owner have any particular relationship with the original account

owner. Many states, however, allow a change in account owner only when the original account owner dies or

in special circumstances (e.g., divorce). Check with your plan administrator for more details.

Changing your investment options

One of the disadvantages of a college savings plan is the lack of investment control an account owner has.

Participants in a 529 plan aren't allowed to direct the investment decisions of the plan.

However, there are ways you can gain limited control over how your contributions are invested. For example,

college savings plans generally offer you a variety of investment portfolios when you open your account,

allowing you to choose one that matches your investment objectives, time frame, and risk tolerance. But

even if you can choose your portfolio, you can't direct the portfolio's underlying investments.

And keep in mind that once you make your portfolio selection, your contributions will generally be committed

to that portfolio. If you're not happy with the portfolio's investment performance, you might be able to direct

future contributions to a new portfolio, assuming your plan allows it. But it may be more difficult to redirect

your existing contributions. Depending on the plan, you may be allowed to make changes to your existing

portfolio once each calendar year without having to change the beneficiary. (For 2009 only, states may permit

529 college savings plan investors to change the investment options for their existing contributions twice per

year instead of once per year.) Also, some plans may allow you to make changes to your existing investment

portfolio if you change the beneficiary of the account. Make sure to check the rules of any plan you're

considering.

Yet there's another option that's allowed by federal law and not subject to a plan's own rules. You can shop

around for the investment options you prefer by doing a "same beneficiary" rollover to another 529 plan

(college savings plan or prepaid tuition plan) once every 12 months without penalty.

Changing your monthly contributions
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Most 529 plans allow you to make contributions by having them automatically debited from your bank

account. Some plans may even offer discounts for enrolling in an automatic payment plan. If you are using

this method and wish to change the amount of your contribution or the date you contribute each month,

contact the plan administrator for more details.

Switching to a new 529 plan

If you're unhappy with your current 529 plan's investment performance or you believe that another plan offers

more advantages, you may want to switch to another 529 plan. As mentioned before, a rollover to another

529 plan (college savings plan or prepaid tuition plan) without a change in beneficiary is allowed once every

12 months without penalty. However, if you want to roll over your account more than once a year, you'll need

to change the beneficiary to another qualifying family member to avoid paying a penalty. Make sure to check

with your existing plan to see if there is a fee to exit the plan or change the beneficiary.

Note: Investors should consider the investment ob jectives, risks, charges, and expenses associated with 529

plans b efore investing. More information ab out specific 529 plans is availab le in the issuer's official

statement, which should b e read carefully b efore investing. Also, b efore investing, consider whether your

state offers a 529 plan that provides residents with favorab le state tax b enefits.
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