
529 Plan Day - May 24th, 2017  

In honor of 529 Plan Day this year, we invite you to review the following: 

• The name of the firm(s) you have your 529 Plan(s) with as well the current owner(s) and 

beneficiary(s). 

 

• The Plan’s Asset Allocation  

What is the current Asset Allocation for your 529 Plan(s)?  For example, when you opened your 

account(s) did you select an Age-Based evolving asset allocation that automatically rebalances 

(i.e. gets more conservative) as your beneficiary gets closer to college?  If not, now is a good 

time to review the current election to determine whether the asset allocation should be revised.  

Years fly by.  If the beneficiary of your Plan is nearing college, you may want to consider 

transitioning either to an Age-Based Fund or a conservative asset mix.   

 

• Process for requesting payment from the 529 Plan to a child’s college  

Recent clarification by the SEC (Security Exchange Commission) on the Custody Rule has made 

the issue of custody a hot topic once again.  As a result, we are revising our current protocol 

whereby we contact the 529 Plan provider for many of our clients and initiate the payment from 

the Plan to a third party, in this case the College.  This practice is essentially precluded under the 

new SEC Custody Rule.  Therefore, we ask that clients contact the 529 Plan provider directly to 

execute the transfer.  That said, we will be glad to answer any questions you may have regarding 

this process and to assist you with the information you will need to facilitate this payment. 

 

• Financial Aid Implications for Grandparents with 529 Plans 

While 529 plans owned by grandparents don't count in calculating financial aid for students, 

distributions from these plans to the grandchild do factor into the amount of income your 

grandchild must report on the Free Application for Federal Student Aid (FAFSA), thereby 

impacting aid that may otherwise be received.  Financial support that comes from sources other 

than a child’s parent (i.e. grandparents) can reduce a child's need-based aid by up to 50% of the 

value of the support.  

 

Rule changes announced in late 2015 allow a grandparent to use 529 assets a year earlier without 

impacting the student’s eligibility for financial aid. Under the new rules, which go into effect in 

the 2017–2018 school year, the base-year income reported on the FAFSA will reflect the 

student's income from the calendar two years prior to the year of application; previously, the 

FAFSA reflected the student’s income from the prior year. If a student fills out the FAFSA for 

his or her senior year, base-year income will reflect income received during his or her 

sophomore—not junior—year.  Planning as to the timing of grandparent support can be very 

important for those students that expect to receive aid under the FAFSA program.  As such, 

grandparents’ 529 assets are best applied to the student’s junior and senior year college expenses 

to avoid negatively impacting the student’s eligibility of financial aid. 

 

     As always, we are here to assist our clients in any way we can.  We would be glad to help 

you review the status of your 529 Plans and answer any questions you may have. 
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