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This flyer explains the 529 college savings plan’s 
unique accelerated gifting feature and provides an 
example of how to use this for estate tax planning. It 
also talks about electing the 5-year gifting on IRS 
Form 709. 

May 2021 

Anyone can give the gift of education. These days, grandparents, family members and friends are playing a much larger 
role in funding a child’s college education – especially given the rising costs. And, since anyone can contribute to a 529 
plan, gifts from multiple contributors can help provide the crucial advantage of a college degree. By maximizing your 
gifting through the 529 Plan’s accelerated gifting feature you can accomplish two things: investing for your Beneficiaries’ 
futures and removing assets from your federal taxable estate. And you, as the 529 account owner, stay in control of the 
account. 

HERE’S HOW IT WORKS 

You can contribute up to five times the annual gift allowance of $15,000 per beneficiary in a single year without gift tax 
as long as no additional gifts are made to the same beneficiary during the next four years. This means that you can 
contribute up to $75,000 for your beneficiary today and elect to treat your contribution as made over a five calendar-year 
period for gift tax purposes. Married couples who file jointly can contribute up to $150,000 per beneficiary. Your 
contribution is treated as a gift to the named beneficiary for gift tax and generation-skipping transfer tax (GSTT), thus 
the appreciation is out of your estate. 

HYPOTHETICAL PERSONAL PROFILES 

Grandparents — George and Helen (a married couple) together contribute $150,000 to 529 Plan accounts for each of 
their five grandchildren. They elect the five-year gift averaging on IRS Form 709 and don’t make additional gifts to the 
same grandchildren/ beneficiaries during the five-year period. George and Helen don’t incur any gift tax and have 
removed $750,000 in assets from their estate without using any of their unified credit. (This is subject to an “add-back” 
rule in the event of the contributor’s death within the five years.) 
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George & Helen 

Grandchild 1 
$150K 

Grandchild 2 
$150K 

Grandchild 3 
$150K 

Grandchild 4 
$150K 

Grandchild 5 
$150K 
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Extended Family — John wants to help fund his niece Amy’s college education. He takes advantage of the five-year 
accelerated gifting rule opens a 529 account, naming Amy as the beneficiary and contributes $75,000. As the account 
owner, John maintains control over investment and distribution decisions, which is not always true with other savings 
vehicles such as UGMA/UTMA. If Amy decides not to go to college, John has several options: 

• John can name a new beneficiary, without tax consequences as long as the new beneficiary is a member of the 
original beneficiary’s family.  

• John could leave the asset growing in the 529 account until he has children of his own to name as beneficiaries.  

• John could even name himself as the beneficiary if he decides to get some additional education. Or 

• John can take a non-qualified withdrawal, and pay income taxes and a 10% federal penalty tax on earnings. 

Friends — Sara has a friend who has already set up a 529 account for her daughter, Emily. Sara wants to help out with 
Emily’s college savings. She can either establish a new 529 account for Emily that allows Sara to retain control over 
how her contributions are invested; or she can contribute to the existing 529 account and will not have control over 
investment decisions or distributions. In either situation, Sara’s contributions are considered completed gifts for federal 
estate tax purposes and are removed from her estate.  

Completing IRS Form 709 — If an individual contributes over $15,000 or $30,000 married couples filing jointly to a 529 
account for your beneficiary in a single year, you must file a federal gift tax return (IRS Form 709) with your tax return. 
Please consult your tax advisor. 

 

 

 

 

 

 

 

 

 

 

 

 

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. 

Tracking: 6443114 

Points to Remember 

1. If you are contributing more than $15,000 or $30,000 married couples filing jointly 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 earnings portion of the withdrawal. 

 


