FUTURE SCHOLAR
529 COLLEGE SAVINGS PLAN

MAXIMIZE
TAX-FREE GIFTS
WITH 529 PLANS

Current gift tax rules expand opportunities to make tax-free contributions
to a 529 plan.
529 plans carry a lot of well-known benefits for college savers, including
tax-deferred growth on account assets and tax-free distributions for qualified
expenses. But one of the most unique features is the different funding
opportunities for people who want to contribute to 529 plans in a taxefficient manner.
Contributions to 529 plans are considered “completed gifts” for gift and estate
tax purposes, meaning that the gift amount is tax-free to both the donor and the
recipient. The maximum completed gift limits are currently set at $15,000 per
individual and $30,000 for married couples filing jointly. If a donor gives more
than the current limits, the excess is considered a taxable gift and the donor
may owe tax.

Forward gifting in 529 plans
The unique forward gifting feature for 529 plans allows the donor to fund
significantly more in a single year than the limit cited above without generating a
tax event. Specifically, the donor can fund five years’ worth of the annual
amount (up to $75,000 in 2021, or $150,000 if filing jointly) tax-free. But what if
someone wanted to contribute more than that? After all, many 529 plans have a
maximum contribution limit of over $500,000 per beneficiary.1 Is it possible to
contribute the maximum amount — in other words, to “max-fund” a 529 account
though a one-time gift? The answer is yes.

Max funding 529 plans with the unified tax credit
The Tax Cuts and Jobs Act (TCJA) significantly increased the estate and gift tax
basic exclusion amount for 2018 through 2025, unless Congress acts. The
basic exclusion amount for 2021 is $11,700,000. To get the benefit of this
exclusion in 2021, a credit of up to $4,625,800 is taken against any gift or
estate tax liability.2 This credit is known as the unified credit. The credit allows
people to disburse gifts in certain circumstances, without having to pay gift
taxes if the donation is above the $15,000 per donee per year limit.
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Contribution limits vary by each indiviudal state plan.
Current limits for 2021, expected to increase for 2022. Work with your tax advisor to confirm the applicable limit for any
gift you intend to make.
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To learn more about college
savings planning with a
529 plan, contact your
financial advisor.

2021 annual gift tax exclusion: $15,000 x 2 (spouses)

=

$30,000

Plus, 529 unique forward gifting for 2022-2025:
(4 x $15,0003) x 2 (spouses)

=

+ $120,000

Taxable gift reducing lifetime gift tax exclusion (using unified credit)4

=

+ $350,000

= One fully funded 529 account of $500,000
For example, a couple seeking to max fund a $500K 529 plan could fund ﬁve years’
worth of annual tax-free gifts ($150,000 as described above), and then use the uniﬁed
credit to fund the additional $350,000. That $350k is effectively counted against what
they would have been able to pass on to their heirs’ estate tax-free.

In doing so, they would have positioned $500,000 to grow tax-deferred, outside
their estate, with no time limit for use and no required minimum distributions.
They still own and control the assets but can use the assets tax-free for
qualified expenses, or simply pass to their heirs (again, outside of their estate
and probate process) as a legacy.
Understanding the unified tax credit can help investors maximize tax-free
contributions to 529 plans — and expand their opportunities. Investors
interested in learning more about the tax implications of funding 529 plans for
their family should reach out to their tax advisor, together with their financial
advisor, to get started.
F our times the annual gift tax exclusion. A person who chooses to take full advantage of the five-year spread for 529 plans
would not be able to give additional gifts to that person during the five-year return period without filing a gift tax return,
unless the gift tax exclusion were increased.
4
This hypothetical example is provided for illustrative purposes only and assumes $500,000 contribution limit on the 529
Plan. A gift tax return must be filed to utilize the unified credit. Work with your tax advisor to confirm filing requirements.
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To find out more, call 888.244.5674
or visit columbiathreadneedle.com
Please consider the investment objectives, risks, charges and expenses associated with 529 plan investments before investing.
Contact your financial advisor or visit columbiathreadneedle.com for a program brochure, which contains this and other important
information about the plan. Read it carefully before investing. You should also consider, before investing, whether the investor’s or
designated beneficiary’s home state offers any state tax or other benefits such as financial aid, scholarship funds and protection
from creditors that are only available for investments in such state’s qualified tuition program.
The Direct Plan is sold directly by the program and is limited to a specific group of investors, as described in the program description. You may also participate in the Advisor
Plan, which is sold exclusively through financial advisors. The Advisor Plan offers additional investment choices, but the fees and expenses are higher. Please contact your
financial advisor for additional information on the Advisor Plan. The Office of State Treasurer of South Carolina (the State Treasurer) administers the Program and has selected Columbia
Management Investment Advisers, LLC. (CMIA) as Program Manager. CMIA and its affiliates are responsible for providing certain administrative, recordkeeping and investment services, and
for the marketing of the Program. CMIA is not affiliated with the State Treasurer.
Columbia Management Investment Advisers, LLC. and its affiliates do not offer tax or legal advice. Consumers should consult with their tax advisor or attorney regarding their specific
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situation.
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