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The Tax Cuts and Jobs Act became effective as of 1/1/18 and 
made 529 distributions up to $10,000 to cover tuition for K-12 
schools federally tax free. The SECURE Act became effective 
as of 1/1/19 and brought additional 529 distribution 
enhancements including limited student loan repayment and 
apprenticeship programs at the federal tax level. But do not 
jump right into taking that distribution until you know the impact 
such a distribution might have at the state tax level. 
 November 2020 
WHAT IS A QUALIFIED HIGHER EDUCATIONAL EXPENSE (QHEE)? 

• Tuition 

• Mandatory Fees 

• Room and Board (rent and food). Limited to the amount determined by the institution included in their cost of 
attendance for room and board. (On or off campus, including living at home for students attending school at least 
½ time).  

• Books, Supplies and Equipment required for enrollment 

• Computers, Computer Equipment, Internet Services and Software required for enrollment 

 

NEWER TO SECTION 529 OF THE IRC 
The following have been added to the 529 federal tax code’s definition of a qualified 529 distribution. But these 
distributions may be treated as non-qualified at the state level, which could trigger state income tax and penalties on the 
earnings portion and possible recapture of prior state tax deductions or credits if your state has not adopted these federal 
tax code provisions. 
Tax Cuts and Jobs Act as of 1/1/18 

• Up to $10,000 annually per beneficiary used to cover tuition for K-12 at public, private or religious school 

SECURE Act as of 1/1/19 

• Fees, books, supplies, and equipment required for the participation of a designated beneficiary in an 
apprenticeship program registered and certified with the Secretary of Labor under section 1 of the National 
Apprenticeship Act 

• Repayment of principal and/or interest on qualified education loans: aggregate lifetime limit of $10,000 per 
beneficiary and the beneficiary’s sibling.  

 

STATE TAX IMPACT OF FEDERAL TAX REFORM 
Although the new enhancements to 529 distributions are a qualified educational expense at the federal level, that may 
not necessarily be the case at the state tax level. The following charts, shown on the next page, will show which states 
have passed legislation to adopt the federal tax code changes.  
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The following states conforms with the federal definition of qualified higher education expenses and distributions for 
items listed below will be considered a qualified tax and penalty free withdrawal.  

• K-12 tuition up to $10,000 per year per beneficiary 
• expenses for higher education, apprenticeship programs 
• interest and/or principal on qualified education loans up to a $10,000 lifetime cap 

Alabama Florida Maine New Jersey South Carolina Virginia 
Alaska Idaho Maryland North Carolina South Dakota Washington 
Arizona Iowa* Massachusetts North Dakota Tennessee Wisconsin 
Connecticut Kansas  Nevada Ohio Texas Wyoming 
Delaware Kentucky New Hampshire Rhode Island Utah  

 

*A withdrawal for payment for K-12 tuition which is not located in Iowa will be treated as a nonqualified withdrawal  
---------------------------------------------------------------------------------------------------------------------------------------------------------------- 
The following state conforms with the federal definition of qualified higher education expenses and include: 

• K-12 tuition up to $10,000 per year per beneficiary 
• expenses for higher education, apprenticeship programs 

Indiana* 
 

*A withdrawal for payment for K-12 tuition which is not located in Indiana will be treated as a nonqualified withdrawal. Education loan 
repayments are not considered as a qualified education expense and distributions for loan debt will be subject to taxes and penalties on the 
earnings portion and possible recapture of prior state tax credits. 
--------------------------------------------------------------------------------------------------------------------------------------------------------------- 
The following state conforms with the federal definition of qualified higher education expenses and include: 

• K-12 tuition up to $10,000 per year per beneficiary 
• interest and/or principal on qualified education loans up to a $10,000 lifetime cap 

West Virginia* 
 

*Apprenticeship programs are not considered as a qualified education expense and distributions for apprenticeship programs will be subject to 
taxes and penalties on the earnings portion and possible recapture of prior state tax deductions. 
--------------------------------------------------------------------------------------------------------------------------------------------------------------- 
The following states conforms with the federal definition of qualified higher education expenses and include: 

• K-12 tuition up to $10,000 per year per beneficiary 
Arkansas* Louisiana* Mississippi* Oklahoma* 
District of Columbia* Georgia* Missouri* Pennsylvania* 

 

*These states have not yet adopted to the federal changes within the SECURE Act.  Distributions for apprenticeship programs and student loan 
debt will be considered non-qualified subject to taxes and penalties on the earnings portion and possible recapture of prior state tax deductions. 

   ---------------------------------------------------------------------------------------------------------------------------------------------------------------- 
The following states conforms with the federal definition of qualified higher education expenses but have not adopted any 
of the recent federal changes. Any withdrawals from a 529 to pay for K-12 tuition, apprenticeship programs or student 
loan debt will be considered a non-qualified withdrawal and subject to taxes, penalties on the earnings portion and 
possible recapture of prior state tax deductions.   

California  Hawaii Michigan Montana New Mexico Oregon 
Colorado Illinois Minnesota Nebraska New York Vermont 

 
 

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. 


