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The SECURE Act expands 529 plan 
benefits

At the end of 2019, Congress passed the Setting Every Community Up for Retirement 
Enhancement (SECURE) Act as part of the Further Consolidated Appropriations Act. The 
SECURE Act has many retirement-related implications, but it also includes expanded 
benefits for 529 plans. 

529 plans are tax-advantaged accounts that
allow investors to save for education expenses. 
529 plans can be used as early as kindergarten 
and go through undergraduate and post-graduate 
higher education. Families contribute after-tax 
dollars (some states permit tax-deductible 
contributions for state income tax purposes), 
which can grow on a tax-deferred basis and can 
be withdrawn tax-free when used to pay for 
qualified education expenses. The plans, 
introduced in 1996 and authorized by Section 
529 of the Internal Revenue Code, are legally 
known as “qualified state tuition plans,” and are 
sponsored by individual states. 

Prior to the SECURE Act, 529 qualified education expenses were limited to $10,000 for 
K-12 tuition annually (per beneficiary), and college expenses such as tuition and fees, 
room and board, textbooks, computers and required equipment and necessary supplies 
for special needs students. With the passage of the SECURE Act, the universe of 
qualified expenses has expanded to include student loan payments and costs associated 
with approved apprenticeship programs.

A lifetime limit of up to $10,000 from a 529 plan may now be used to repay a 
beneficiary’s student loans and an additional $10,000 from the same plan may be used 
for a sibling’s student loans. Participants in qualifying apprenticeship programs may 
now use 529 plan savings to pay for costs including fees, books, supplies and required 
equipment. (Qualifying apprenticeship programs are those registered and certified with 
the Secretary of Labor under Section 1 of the National Apprenticeship Act.) 

It’s challenging for families to predict exactly what educational 
expenses will be. But the SECURE Act provides more flexibility.

Columbia Threadneedle Investment 
Team



The new legislation is effective retroactively to the beginning of 2019. However, tax 
treatment of certain expenses by individual states may vary, so it’s important to review the 
applicability of these new rules for your state. There are several ways that investors may 
benefit from these new rules.

• Scenario 1: A 529 investor with a child who graduates college early, or who attends a 
less expensive college and doesn’t use their full benefit, may use the remaining money 
to offset a sibling’s student loans.

• Scenario 2: A 529 investor with a beneficiary who forgoes college and decides on an 
apprenticeship program can still access their 529 plan savings to help offset costs.

Bottom line

Even with careful and diligent financial planning, it may be hard to accurately predict how 
much educational costs will be. The new flexibility provided by the SECURE Act enhances 
how families can use 529 plans to help them meet their educational needs.
 



Securities products offered through Columbia Management Investment Distributors, Inc., member FINRA. Advisory services provided by 
Columbia Management Investment Advisers, LLC.

Columbia Threadneedle Investments (Columbia Threadneedle) is the global brand name of the Columbia and Threadneedle group of 
companies.

The views expressed are as of the date given, may change as market or other conditions change and may differ from views expressed 
by other Columbia Management Investment Advisers, LLC (CMIA) associates or affiliates. Actual investments or investment decisions 
made by CMIA and its affiliates, whether for its own account or on behalf of clients, may not necessarily reflect the views expressed. 
This information is not intended to provide investment advice and does not take into consideration individual investor circumstances. 
Investment decisions should always be made based on an investor’s specific financial needs, objectives, goals, time horizon and risk 
tolerance. Asset classes described may not be suitable for all investors. Past performance does not guarantee future results, and no 
forecast should be considered a guarantee either. Since economic and market conditions change frequently, there can be no assurance 
that the trends described here will continue or that any forecasts are accurate.

© 2020 Columbia Management Investment Advisers, LLC. All rights reserved.

To find out more, call 800.426.3750 
or visit columbiathreadneedle.com

CTBPL0B6 (02/20) 2936329


