WILL A 529 AFFECT FINANCIAL AID

WILL A 529 AFFECT FINANCIAL AID IS A COMMON QUESTION AMONG FAMILIES PLANNING FOR COLLEGE EXPENSES. A 529 PLAN IS
A TAX-ADVANTAGED SAVINGS ACCOUNT DESIGNED TO ENCOURAGE SAVING FOR FUTURE EDUCATION COSTS. UNDERSTANDING
HOwW 529 PLANS INFLUENCE FINANCIAL AID ELIGIBILITY IS CRUCIAL FOR FAMILIES STRIVING TO MAXIMIZE FINANCIAL SUPPORT FOR
COLLEGE. THIS ARTICLE EXPLORES THE IMPACT OF 529 SAVINGS ON FINANCIAL AID CALCULATIONS AND PROVIDES CLEAR
GUIDANCE ON HOW THESE ACCOUNTS ARE TREATED BY FINANCIAL AID FORMULAS. RELEVANT FACTORS SUCH AS OWNERSHIP OF
THE 529 PLAN, HOW DISTRIBUTIONS AFFECT AID, AND STRATEGIES TO MINIMIZE AID IMPACT ARE DISCUSSED. THis
COMPREHENSIVE OVERVIEW AIMS TO HELP FAMILIES MAKE INFORMED DECISIONS ABOUT UTILIZING 529 PLANS WHILE NAVIGATING
THE COMPLEXITIES OF FINANCIAL AID. THE SECTIONS BELOW WILL GUIDE READERS THROUGH THE NUANCES OF 529 PLANS AND
FINANCIAL AID CONSIDERATIONS.

How 529 PLANS ARE EVALUATED IN FINANCIAL AID

o [IMPACT oF 529 OWNERSHIP ON FINANCIAL AID

How 529 DisTRIBUTIONS AFFECT FINANCIAL AID ELIGIBILITY

o STRATEGIES TO MINIMIZE 529 IMPACT ON FINANCIAL AID

CoMMON MISCONCEPTIONS ABoUT 529 PLANS AND FINANCIAL AID

How 529 PLANS ARe EVALUATED IN FINANCIAL AID

UNDERSTANDING HOW A 529 PLAN AFFECTS FINANCIAL AID REQUIRES KNOWLEDGE OF THE FEDERAL METHODOLOGY USED TO
ASSESS A FAMILY’S FINANCIAL STRENGTH. THE FREE APPLICATION FOR FEDERAL STUDENT A (FAFSA) AnD THE CSS PROFILE
ARE THE PRIMARY FINANCIAL AID APPLICATIONS USED BY COLLEGES. BOTH CONSIDER ASSETS AND INCOME TO DETERMINE THE
ExpecTeD FAMILY ConTRIBUTION (EFC), WHICH DIRECTLY INFLUENCES FINANCIAL AID ELIGIBILITY. A 529 PLAN IS CLASSIFIED
AS AN ASSET, BUT THE TREATMENT VARIES DEPENDING ON OWNERSHIP AND WHO BENEFITS FROM THE PLAN.

529 PLAN As AN AssSeT oN FAFSA

WHEN A 529 PLAN IS OWNED BY A PARENT OR A DEPENDENT STUDENT, FAFSA COUNTS IT AS A PARENTAL ASSET. PARENTAL
ASSETS ARE ASSESSED AT A MAXIMUM RATE OF 5.649,, WHICH MEANS ONLY A SMALL PORTION OF THE 529 PLAN’S VALUE IS
CONSIDERED IN THE FINANCIAL AID FORMULA. THIS RELATIVELY LOW ASSESSMENT RATE LIMITS THE NEGATIVE IMPACT ON
FINANCIAL AID ELIGIBILITY.

529 PLAN AS AN ASSET oN CSS PROFILE

THe CSS PROFILE, USED BY MANY PRIVATE COLLEGES, EVALUATES 529 PLANS MORE RIGOROUSLY. |T TREATS 529 ASSETS
AS PARENTAL ASSETS IF OWNED BY A PARENT, BUT IF OWNED BY SOMEONE ELSE, SUCH AS A GRANDPARENT, THE TREATMENT
DIFFERS. THE CSS PROFILE MAY ASSESS THESE ASSETS AT HIGHER RATES OR INCLUDE DISTRIBUTIONS AS UNTAXED INCOME,
WHICH CAN AFFECT AID ELIGIBILITY MORE SIGNIFICANTLY.

IMPACT oF §29 OwWNERSHIP ON FINANCIAL AID

THE OWNERSHIP OF THE 529 PLAN IS A KEY FACTOR IN DETERMINING ITS EFFECT ON FINANCIAL AID. DIFFERENT OWNERS HAVE
DIFFERENT IMPLICATIONS FOR HOW THE FUNDS ARE REPORTED AND ASSESSED IN THE FINANCIAL AID PROCESS. OWNERSHIP



IMPACTS BOTH THE ASSET REPORT AND HOW DISTRIBUTIONS ARE COUNTED AS INCOME OR NOT.

PARENT-OWNED 529 PLANS

\W/HEN PARENTS OWN THE 529 PLAN, THE ACCOUNT BALANCE IS REPORTED AS A PARENTAL ASSET ON THE FAFSA. THIS IS
GENERALLY CONSIDERED FAVORABLE BECAUSE PARENTAL ASSETS ARE ASSESSED AT A LOWER RATE COMPARED TO STUDENT
ASSETS. THE LOWER ASSESSMENT RATE MEANS THAT THE 529 PLAN’S VALUE HAS A SMALLER IMPACT ON REDUCING FINANCIAL
AID ELIGIBILITY.

GRANDPARENT-OWNED 529 PLANS

529 PLANS OWNED BY GRANDPARENTS ARE NOT REPORTED AS ASSETS ON THE FAFSA SINCE THE STUDENT AND PARENTS DO
NOT OWN THE ACCOUNT. HOWEVER, DISTRIBUTIONS FROM GRANDPARENT-OWNED 529 PLANS ARE COUNTED AS UNTAXED
INCOME TO THE STUDENT ON THE FOLLOWING YEAR’S FAFSA  WHICH CAN SIGNIFICANTLY REDUCE FINANCIAL AID ELIGIBILITY.
THIS DELAYED IMPACT CAN BE MITIGATED THROUGH STRATEGIC PLANNING.

OTHER OWNERSHIP SCENARIOS

OTHER RELATIVES OR THIRD PARTIES MIGHT OWN 529 PLANS FOR THE BENEFICIARY. THESE ACCOUNTS ARE TREATED SIMILARLY
TO GRANDPARENT-OWNED PLANS. WHILE THE ASSETS THEMSELVES ARE NOT REPORTED, DISTRIBUTIONS COUNT AS STUDENT
INCOME, POTENTIALLY AFFECTING AID ELIGIBILITY ADVERSELY.

How 529 DisTrIBUTIONS AFFECT FINANCIAL AID ELIGIBILITY

DISTRIBUTIONS FROM 529 PLANS HAVE A NOTABLE EFFECT ON FINANCIAL AID CALCULATIONS, ESPECIALLY WHEN THE PLAN IS
NOT OWNED BY THE PARENT. |T IS IMPORTANT TO UNDERSTAND WHEN AND HOW THESE DISTRIBUTIONS ARE REPORTED.

PARENT-OWNED 529 DISTRIBUTIONS

DISTRIBUTIONS FROM PARENT-OWNED 529 PLANS ARE USED TO PAY QUALIFIED EDUCATION EXPENSES AND ARE NOT REPORTED
AS INCOME ON THE FAFSA. THIS MEANS THAT WHILE THE ACCOUNT VALUE REDUCES AID ELIGIBILITY SLIGHTLY AS AN ASSET,
WITHDRAWALS DO NOT FURTHER REDUCE AID BY BEING COUNTED AS INCOME.

GRANDPARENT-OWNED 529 DISTRIBUTIONS AND INCOME REPORTING

\W/HEN A GRANDPARENT WITHDRAWS MONEY FROM A 529 PLAN, THE DISTRIBUTION IS CONSIDERED UNTAXED INCOME TO THE
STUDENT ON THE FOLLOWING FAFSA CYCLE. SINCE STUDENT INCOME IS ASSESSED AT A MUCH HIGHER RATE (UP To 509%),
THIS CAN DRASTICALLY REDUCE THE STUDENT’S FINANCIAL AID ELIGIBILITY IN SUBSEQUENT YEARS.

TIMING AND PLANNING DISTRIBUTIONS

TO MINIMIZE THE NEGATIVE IMPACT ON FINANCIAL AID, CAREFUL TIMING OF DISTRIBUTIONS IS ESSENTIAL. For EXAMPLE, DELAYING
GRANDPARENT-OWNED 529 PLAN WITHDRAWALS UNTIL THE STUDENT’S FINAL YEAR OF COLLEGE OR USING THE FUNDS FOR
EXPENSES NOT COVERED BY FAFSA CALCULATIONS CAN HELP PRESERVE AID ELIGIBILITY.



STRATEGIES TO MINIMIZE 529 IMPACT ON FINANCIAL AID

FAMILIES CAN EMPLOY SEVERAL STRATEGIES TO REDUCE THE IMPACT OF 529 PLANS ON FINANCIAL AID ELIGIBILITY.
UNDERSTANDING THESE TACTICS CAN HELP MAXIMIZE BOTH SAVINGS AND AID RECEIVED.

OWNERSHIP PLANNING

HAVING THE PARENT OWN THE 529 PLAN RATHER THAN A GRANDPARENT OR OTHER THIRD PARTY GENERALLY RESULTS IN A
MORE FAVORABLE TREATMENT IN FINANCIAL AID CALCULATIONS. PARENT-OWNED PLANS ARE REPORTED AS PARENTAL ASSETS
WITH LOWER ASSESSMENT RATES, AND DISTRIBUTIONS DO NOT COUNT AS INCOME.

STRATEGIC TIMING OF WITHDRAWALS

TIMING DISTRIBUTIONS TO MINIMIZE INCOME REPORTING IMPACT IS CRITICAL, ESPECIALLY FOR GRANDPARENT-OWNED PLANS.
FAMILIES MAY CHOOSE TO DELAY WITHDRAWALS OR COORDINATE WITHDRAWALS IN A WAY THAT REDUCES THE REPORTED
INCOME ON THE FAFSA.

UTILIZING OTHER RESOURCES FOR EARLY COLLEGE YEARS

USING CASH OR OTHER RESOURCES TO COVER INITIAL COLLEGE COSTS CAN ALLOW GRANDPARENT-OWNED 529 PLAN
DISTRIBUTIONS TO BE TAKEN LATER IN THE STUDENT’S ACADEMIC CAREER, REDUCING THE NEGATIVE EFFECT ON FINANCIAL AID
ELIGIBILITY.

ReGULAR ReVIEW AND FINANCIAL AID CONSULTATION

PROFESSIONAL FINANCIAL AID ADVISORS CAN PROVIDE TAILORED GUIDANCE BASED ON INDIVIDUAL FAMILY CIRCUMSTANCES.
REGULARLY REVIEWING THE FINANCIAL AID STRATEGY AS COLLEGE APPROACHES ENSURES OPTIMIZED OUTCOMES.

SUMMARY OF KEY STRATEGIES

o PREFER PARENT OWNERSHIP OF 529 PLANS

DELAY GRANDPARENT-OWNED PLAN DISTRIBUTIONS WHEN POSSIBLE

e COORDINATE WITHDRAWALS TO AVOID HIGH INCOME REPORTING YEARS

e CONSULT FINANCIAL AID EXPERTS FOR PERSONALIZED PLANNING

CoMMON MiscoNCEPTIONS ABoUT 529 PLANS AND FINANCIAL AID

SEVERAL MISCONCEPTIONS SURROUND HOW 529 PLANS AFFECT FINANCIAL AID ELIGIBILITY. CLARIFYING THESE
MISUNDERSTANDINGS HELPS FAMILIES MAKE BETTER FINANCIAL DECISIONS REGARDING COLLEGE SAVINGS.



MISCONCEPTION: 529 PLANS ALWAYS REDUCE FINANCIAL AID SIGNIFICANTLY

WHILE 529 PLANS DO FACTOR INTO FINANCIAL AID CALCULATIONS, THEIR IMPACT IS OFTEN LESS SEVERE THAN ASSUMED,
ESPECIALLY WHEN OWNED BY PARENTS. THE RELATIVELY LOW ASSET ASSESSMENT RATE MEANS FAMILIES CAN STILL SAVE
EFFECTIVELY WITHOUT DRASTICALLY LOSING AID.

MisCoONCEPTION: GRANDPARENT-OWNED 529 PLANS ARE BETTER FOR FINANCIAL AID

ALTHOUGH GRANDPARENT-OWNED PLANS ARE NOT REPORTED AS ASSETS, THE RESULTING DISTRIBUTIONS CAN NEGATIVELY
IMPACT FINANCIAL AID BY INCREASING STUDENT INCOME ON SUBSEQUENT FAFSA FILINGS. THIS DELAYED EFFECT CAN REDUCE AID
MORE THAN PARENT-OWNED PLANS.

MiscoNcCePTION: 529 PLAN DISTRIBUTIONS ARE ALWAYS COUNTED AS INCOME

DISTRIBUTIONS FROM PARENT-OWNED PLANS ARE NOT COUNTED AS INCOME ON THE FAFSA AND DO NOT REDUCE AID IN THAT
RESPECT. ONLY DISTRIBUTIONS FROM THIRD-PARTY OWNED PLANS, SUCH AS THOSE OWNED BY GRANDPARENTS, ARE CONSIDERED
UNTAXED INCOME TO THE STUDENT.

MiscoNCEPTION: HAVING A 529 PLAN MEANS INELIGIBILITY FOR AID

HAVING A 529 PLAN DOES NOT AUTOMATICALLY DISQUALIFY A STUDENT FROM RECEIVING FINANCIAL AID. MANY FAMILIES WITH
529 SAVINGS STILL QUALIFY FOR SUBSTANTIAL AID DEPENDING ON THEIR OVERALL FINANCIAL SITUATION AND THE AID
FORMULAS USED BY COLLEGES.

FREQUENTLY ASKeED QUESTIONS

WILL A 529 PLAN AFFECT MY CHILD'S ELIGIBILITY FOR FINANCIAL AID?

YES, A 529 PLAN CAN AFFECT FINANCIAL AID ELIGIBILITY. W/HEN OWNED BY A PARENT, THE 529 PLAN IS CONSIDERED A
PARENTAL ASSET AND IS ASSESSED AT A MAXIMUM RATE OF 5.649 IN THE FEDERAL FINANCIAL AID FORMULA, WHICH HAS A
RELATIVELY LOW IMPACT ON AID ELIGIBILITY.

Does A 529 PLAN OWNED BY A GRANDPARENT IMPACT FINANCIAL AID DIFFERENTLY?

YES, A 529 PLAN OWNED BY A GRANDPARENT IS TREATED AS A STUDENT ASSET ONLY AFTER DISTRIBUTIONS ARE MADE TO THE
STUDENT. DISTRIBUTIONS FROM A GRANDPARENT-OWNED 529 PLAN ARE COUNTED AS STUDENT INCOME ON THE NEXT YEAR'S
FAFSA, WHICH CAN REDUCE FINANCIAL AID ELIGIBILITY BY UP TO 50%,.

How DOES THE OWNERSHIP OF THE 529 PLAN AFFECT FINANCIAL AID CALCULATIONS?

THE OWNER OF THE 529 PLAN DETERMINES HOW IT IS ASSESSED. IF A PARENT OWNS THE PLAN, IT IS CONSIDERED A PARENTAL
ASSET WITH A LOWER IMPACT ON AID. IF A GRANDPARENT OR SOMEONE ELSE OWNS IT, DISTRIBUTIONS ARE TREATED AS
STUDENT INCOME, WHICH CAN REDUCE AID MORE SIGNIFICANTLY.

ARE 529 PLANS CONSIDERED WHEN APPLYING FOR NEED-BASED FINANCIAL AID?

YEs, 529 PLANS ARE CONSIDERED PARENTAL OR STUDENT ASSETS IN THE NEED-BASED FINANCIAL AID CALCULATION, DEPENDING
ON THE OWNER OF THE PLAN. THIS CONSIDERATION CAN INFLUENCE THE ExPECTED FAMILY ConTrIBUTION (EFC) AND THE
AMOUNT OF AID AW ARDED.



CAN USING FUNDS FROM A 529 PLAN REDUCE FINANCIAL AID ELIGIBILITY?

YES, ESPECIALLY IF THE 529 PLAN IS OWNED BY SOMEONE OTHER THAN THE PARENT. W/ITHDRAWALS REPORTED AS STUDENT
INCOME ON THE FAFSA CAN REDUCE FINANCIAL AID ELIGIBILITY BY UP TO 509 IN THE FOLLOWING AID YEAR.

IS IT BETTER FOR THE PARENT OR THE STUDENT TO OWN THE 529 PLAN FOR FINANCIAL
AID PURPOSES?

IT IS GENERALLY BETTER FOR THE PARENT TO OWN THE 529 PLAN BECAUSE PARENTAL ASSETS ARE ASSESSED AT A LOWER
RATE (UP TO 5640/0) COMPARED TO STUDENT ASSETS OR STUDENT INCOME, WHICH CAN HAVE A MUCH HIGHER IMPACT ON
FINANCIAL AID ELIGIBILITY.

Do 629 PLANS IMPACT ELIGIBILITY FOR MERIT-BASED SCHOLARSHIPS?

NO, 529 PLANS TYPICALLY DO NOT AFFECT MERIT-BASED SCHOLARSHIPS, AS THESE AW ARDS ARE BASED ON ACADEMIC OR
OTHER ACHIEVEMENTS RATHER THAN FINANCIAL NEED.

How CAN FAMILIES MINIMIZE THE IMPACT OF A 529 PLAN ON FINANCIAL AID?

FAMILIES CAN MINIMIZE THE IMPACT BY HAVING THE PARENT OWN THE 529 PLAN, AVOIDING LARGE DISTRIBUTIONS FROM
GRANDPARENT-OWNED PLANS DURING THE FAFSA YEAR, AND STRATEGICALLY TIMING WITHDRAWALS TO AVOID REPORTING
THEM AS STUDENT INCOME ON THE FAFSA.

ADDITIONAL RESOURCES

1. UNDERSTANDING 529 PLANS AND FINANCIAL AID IMPACT

THIS BOOK PROVIDES A COMPREHENSIVE OVERVIEW OF 529 COLLEGE SAVINGS PLANS AND THEIR INFLUENCE ON FINANCIAL AID
ELIGIBILITY. |T BREAKS DOWN THE RULES AND NUANCES OF HOW THESE ACCOUNTS ARE ASSESSED BY DIFFERENT FINANCIAL AID
FORMULAS. READERS WILL GAIN INSIGHT INTO STRATEGIC PLANNING TO MINIMIZE THE IMPACT ON AID WHILE MAXIMIZING SAVINGS.

2. MAXIMIZING FINANCIAL AID: THE ROLE oF 5629 SAVINGS PLANS

FOCUSED ON PRACTICAL STRATEGIES, THIS GUIDE EXPLAINS HOW 529 PLANS ARE FACTORED INTO THE FREE APPLICATION FOR
FeperaL STUDENT AID (FAFSA) AnD CSS PROFILE. IT OFFERS TIPS ON TIMING DISTRIBUTIONS AND OWNERSHIP TO OPTIMIZE
AID OUTCOMES. THE BOOK ALSO INCLUDES CASE STUDIES ILLUSTRATING COMMON SCENARIOS FACED BY FAMILIES.

3. CoLLEGE SAVINGS AND FINANCIAL AiD: NAVIGATING 529 PLANS

THIS RESOURCE HELPS FAMILIES UNDERSTAND THE INTERPLAY BETWEEN SAVING FOR COLLEGE AND APPLYING FOR FINANCIAL
ASSISTANCE. |T COVERS THE BASICS OF 529 PLANS AND DELVES INTO THEIR TREATMENT IN NEED-BASED AID CALCULATIONS.
READERS WILL FIND ADVICE ON BALANCING SAVINGS GOALS WITH AID ELIGIBILITY.

4. THe FINANCIAL AID IMPLICATIONS OF 529 COLLEGE SAVINGS PLANS

AN IN-DEPTH ANALYSIS OF HOW 529 ACCOUNTS AFFECT DIFFERENT TYPES OF FINANCIAL AID, INCLUDING FEDERAL, STATE, AND
INSTITUTIONAL PROGRAMS. THE AUTHOR EXPLAINS HOW ACCOUNT OWNERSHIP AND DISTRIBUTION TIMING CAN ALTER AID
PACKAGES. THIS BOOK IS IDEAL FOR PARENTS SEEKING TO OPTIMIZE THEIR CHILD'S FINANCIAL AID PROSPECTS.

5. SMART CoLLEGE PLANNING: UsING 529 PLANS WiTHOUT LosiNG Al

THIS GUIDE OFFERS STRATEGIES FOR FAMILIES TO SAVE IN 529 PLANS WHILE PRESERVING MAXIMUM ELIGIBILITY FOR FINANCIAL
AID. |T DISCUSSES COMMON MISCONCEPTIONS AND PROVIDES ACTIONABLE RECOMMENDATIONS. THE BOOK ALSO EXPLORES
ALTERNATIVE SAVINGS VEHICLES AND THEIR COMPARATIVE IMPACT ON AID.

6. 529 PLANS AND FAFSA: WHAT EVERY PARENT SHOULD KNOWw

A STRAIGHTFORWARD EXPLANATION OF THE FAFSA PROCESS AND HOW 529 PLAN ASSETS AND WITHDRAWALS ARE TREATED.
THE BOOK SIMPLIFIES COMPLEX REGULATIONS, HELPING PARENTS MAKE INFORMED DECISIONS ABOUT COLLEGE SAVINGS. IT
INCLUDES WORKSHEETS AND CHECKLISTS TO ASSIST WITH PLANNING.

7. FINANCIAL AID SECRETS: MANAGING 529 PLANS EFFECTIVELY



THIS BOOK REVEALS INSIDER TIPS ON MANAGING 529 ACCOUNTS TO REDUCE FINANCIAL AID PENALTIES. |T COVERS LEGAL
STRATEGIES, TIMING OF DISTRIBUTIONS, AND OWNERSHIP CONSIDERATIONS. READERS WILL LEARN HOW TO COORDINATE 529
SAVINGS WITH OTHER AID SOURCES FOR THE BEST FINANCIAL OUTCOME.

8. PLANNING FOrR COLLEGE: 529 PLANS AND AID ELIGIBILITY EXPLAINED

A USER-FRIENDLY GUIDE THAT DEMYSTIFIES THE RELATIONSHIP BETWEEN 529 PLANS AND FINANCIAL AID ELIGIBILITY. |T OFFERS
STEP-BY-STEP ADVICE ON HOW TO REPORT 529 SAVINGS ON AID APPLICATIONS. THE BOOK ALSO ADDRESSES COMMON
QUESTIONS AND PROVIDES REAL-LIFE EXAMPLES.

Q. THe CoLLEGE FUNDING PuzzLE: 529 PLANS AND FINANCIAL AID
THIS COMPREHENSIVE RESOURCE EXPLORES THE COMPLEXITIES OF FUNDING COLLEGE WITH 529 PLANS WHILE NAVIGATING

FINANCIAL AID SYSTEMS. |T DETAILS FEDERAL AND STATE POLICIES, INCLUDING RECENT CHANGES AFFECTING AID CALCULATIONS.
THE AUTHOR PROVIDES PRACTICAL TIPS FOR FAMILIES TO MAXIMIZE SAVINGS AND MINIMIZE AID IMPACT.
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