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What’s Changed? 
 
One big issue that held parents back from using 529 plans was the tax benefits expired in 
2010 (they had a “sunset” date like most of the provisions of the 2001 EGTRRA tax act). 
This uncertainty caused many to hold off from funding 529’s to a great extent. However, 
the Pension Protection Act, signed into law on August 17th of this year, has made 
permanent the tax exemption of 529 plans. Now, people can save through 529’s knowing 
the money will not be taxed if withdrawn for qualified college expenses. This change has 
made 529s a clearly preferable way to accumulate money for college.  
 
Another big change that affects both 529 plans and UTMA/UGMA accounts is the 
treatment for financial aid calculations. 529 plans are considered an asset of the parent, 
and only 5.64% of parent’s assets go into the Expected Family Contribution calculation 
when applying for Federal aid. However, UTMA/UGMA accounts are assets of the 
student, and 35% of the student’s assets are included in this calculation. However, as a 
result of recent legislation, assets transferred from a UTMA/UGMA account to a 529 
plan will be considered assets of the parents. This beneficial treatment greatly increases 
the chances of qualifying for aid.  
 
Conclusion 
 
Based on the changes recently enacted, it makes more sense than ever to check into 529 
plans as a way of attaining the goal of paying for your child’s college education. Even if 
you have other sources of money set aside, the tax benefits and control inherent in 529 
plans make them a strong candidate for inclusion in your financial plan. 
 
 
Kevin Kennedy is president of Kevin Kennedy, LLC, a registered investment advisor firm 
in Alameda. Reach him at 510-748-1898 or Kevin@KevinKennedyLLC.com. Stocks, 
bonds, and mutual funds involve risk, including loss of principal. Past performance is no 
guarantee of future results.  
 
 


