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Accelerated gifting is a special feature available only 
through contributions to 529 plans. And since your 
contributions to a 529 plan are considered a 
completed gift for federal gift and estate tax 
purposes, the gifted amount is removed from your 
estate. 

August, 2020 

The years before a child heads off to college often seem to fly by. Make the most of these years by accelerating your 
annual gifting to your beneficiary. 

TWO WAYS TO GIVE THE GIFT OF EDUCATION 

Annual Gifting 

Generally, a gift up to $15,000 from an individual or $30,000 from a married couple filing jointly per Beneficiary recipient, 
per year is excluded from federal gift tax. Additional gifts may be given, but they may be subject to the federal gift tax. 

Accelerated Gifting 

529 savings plans have a special feature — known as accelerated gifting — which allows you to contribute up to a 
maximum of $75,000 (individual) or $150,000 (married filing jointly) to a single Beneficiary in the first year, but elect to 
treat it as if it were made evenly over a five-year period. This helps you benefit from the power of tax deferral, which can 
result in greater earnings accumulation over time. To take advantage of the five-year accelerated gifting provision, you 
as the donor must make a special election on IRS Form 709 when you file your federal tax return for the year the 
contribution was made. Please note that the limits apply to total gifts, including those made outside the 529 savings 
plan, given to the Beneficiary by the same person during the five-year period.  

 

 

 

 

 

 

 

 

ACCELERATED GIFTING CAN MEAN A BIG DIFFERENCE IN 15 YEARS 

Education Planning 
Jeannette Haen 
VP, Education Planning Consultant 

529 College Savings Plans 
The Benefits of Accelerated Gifting 

Points to Remember 

1. If you are contributing more than $15,000 or $30,000 for married couples for your beneficiary you must elect 
to treat your contribution as made over a five calendar-year period for gift tax purposes. If additional gifts are 
made to the same Beneficiary during this five-year period, a federal gift tax may apply. Your estate will also 
have to include a portion of any contribution made with the five-year averaging election if you don't live past 
the fourth year. State gift and estate tax laws may vary. 

2. Annual Gift Tax Exclusion – no filing is required with the Internal Revenue Service if the total amount 
of all gifts to any individual does not exceed $15,000 per calendar year. 

3. Post-Transfer Appreciation – Gifting not only reduces the assets in the donor’s estate that may be 
subject to federal estate taxes, but all post-transfer appreciation on the transferred assets is also 
permanently removed from the donor’s estate.  

4. Distributions not used for qualified educational expense are subject to income tax and an additional 10% 
penalty tax on the earning portion of the withdrawal. 



The Benefits of Accelerated Gifting, continued 

 

This information is not provided as legal advice but for information purposes only.  You are strongly advised to seek advice from 
competent legal and tax counsel to determine the applicability of this information to your estate and financial planning decisions. You 
are also encouraged to seek qualified legal counsel to determine if any estate planning documents should be prepared which relate 
to this information and to have legal counsel prepare all estate planning documents you may need to carry out your estate plan. 
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Over a long time horizon, a lump-sum gift has more opportunity to take advantage of compounding investment returns, 
since it has more time invested. 

 

 

 

 

This chart is for illustrative purposes only. This hypothetical example assumes a 6% annual return and does not represent the 
performance of any particular investment. Different assumptions will yield different results. It assumes no fees or expenses, 
deductions, distributions, state or federal taxes. The accelerated gifting example on the left assumes a joint gift from a married couple 
of $150,000 and electing a five year gift averaging. The annual gifting example on the right assumes a joint gift from a married couple 
of $30,000 at the beginning of each year, for five years. Your results may vary. 

*The College, Board, Trends in College Pricing, 2019. The College Board College Cost Calculator projection is based on the average 
in-state public 4-year school’s tuition, fees, room and board of $21,950, assuming 3% annual inflation. 

 

Investors should consider the investment objectives, risks, charges and expenses associated with a 529 Plan 
before investing. This and other information is available in a Plan’s official statement. The official statement 
should be read carefully before investing. 

Depending on your state of residence, there may be an in-state plan that provides tax and other benefits such as 
financial aid, scholarships and creditor protection that are not available through an out-of-state plan. Before investing in 
any state’s 529 plan, you should consult your tax advisor. 
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The difference could be almost $38,457, which 
could cover the projected cost of $34,197 of a 
student’s freshman year at a public university in 
2035 (15 years from now).* 


