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Disclosure

Before you invest in a Section 529 plan, request the plan’s official statement from your Merrill Lynch Wealth Management Advisor and read it carefully. The 
official statement contains more complete information, including investment objectives, charges, expenses and risks of investing in the plan, which you 
should carefully consider before investing. You should also consider whether your home state or your designated beneficiary’s home state offers any state tax 
or other state benefits such as financial aid, scholarship funds and protection from creditors that are only available for investments in such state’s 529 plan. 
Section 529 plans are not guaranteed by any state or federal agency.

Merrill, its affiliates, and financial advisors do not provide legal, tax or accounting advice. You should consult your legal and/or tax advisors before making any 
financial decisions.

Please remember there’s always the potential of losing money when you invest in securities. Diversification and asset allocation do not ensure a profit or protect against loss in declining markets.

Any tax statements contained herein were not intended or written to be used, and cannot be used for the purpose of avoiding U.S. federal, state or local tax penalties. 

Merrill Lynch, Pierce, Fenner & Smith Incorporated (also referred to as “MLPF&S” or “Merrill”) makes available certain investment products sponsored, managed, distributed or provided by companies 
that are affiliates of Bank of America Corporation (“BofA Corp.”). MLPF&S is a registered broker-dealer, registered investment adviser, Member SIPC and a wholly owned subsidiary of BofA Corp. 

Banking products are provided by Bank of America, N.A., Member FDIC and a wholly owned subsidiary of BofA Corp. 

Investment products:

Are Not FDIC Insured Are Not Bank Guaranteed May Lose Value

NextGen 529 and NextGen are trademarks of the Finance Authority of Maine.

© 2020 Bank of America Corporation. All rights reserved. | MAP3132588 | 306000PM-0620 

This material does not take into account a client’s particular investment objectives, financial situations or needs and is not intended as a recommendation, offer 
or solicitation for the purchase or sale of any security or investment strategy. 

Merrill offers a broad range of brokerage, investment advisory (including financial planning) and other services. There are important differences between 
brokerage and investment advisory services, including the type of advice and assistance provided, the fees charged, and the rights and obligations of the parties. 
It is important to understand the differences, particularly when determining which service or services to select. 

For more information about these services and their differences, speak with your Merrill Lynch Wealth Management Advisor.
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What are your life priorities?

Finances

Family

Health

Home

Giving

Leisure

Work



Help fund my children’s or 

grandchildren’s education
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A college degree leads to higher income

$31,512

$38,948

$45,448

$66,612

$81,068

Not high school graduate

High school graduate

Associate degree

Bachelor's degree

Advanced degree

Median annual earnings of wage and salary workers (dollars)

Source: Bureau of Labor Statistics, www.bls.gov. Table 5: Quartiles and selected deciles of usual weekly earnings of full-time wage and salary workers by selected characteristics, not seasonally adjusted, 
third quarter 2019 averages. Weekly amounts multiplied by 52 to get annual calculations.
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Which grows faster? Your children or college costs?

Source: College Cost Calculator, www.collegeboard.orgs. The calculation assumes cost one year from October 2019.

Projected four-year costs at a public in-state college 

and a private college today and in 18 years. Costs 

projected to escalate at 8% per year.

Four-year cost of college is going up

$104,374 

$205,487 

$386,186 

$760,307 

Public in-state college Private college

2019 2037
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Planning for a child’s or grandchild’s education

Borrowing 

versus saving

Tax-advantaged 

education funding 

options

How Merrill can 

help you
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How a typical family pays for college

Source: Ipsos Public Affairs/Sallie Mae’s How America Pays for College 2019 study.

31%

30%

14%

13%

10%

2%

Scholarships and Grants

Parent Income and Savings

Student Borrowing

Student Income and Savings

Parent Borrowing

Relatives and Friends

Average percentage of total cost of attendance paid by source



Borrowing versus saving
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Borrowing versus saving

Children start life post-college with significant debt

May be risky for long-term financial goals

Parents may delay retirement to help with repayment

Useful if children are older and you haven’t saved

Potentially lower interest rates

Accessible regardless of financial need

Using loans to pay education expenses

Considerations Benefits



Tax-advantaged education 

funding options
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Exploring tax-advantaged education funding options

1 To be eligible for favorable tax treatment afforded to the earnings portion of a withdrawal from a Section 529 account, such withdrawal must be used for “qualified higher education expenses,” as 
defined in the Internal Revenue Code. The earnings portion of a withdrawal that is not used for such expenses is subject to federal income tax and may be subject to a 10% additional federal tax, as 
well as applicable state and local income taxes. The additional tax is waived under certain circumstances. The beneficiary must be attending an eligible educational institution at least half time for 
room and board to be considered a qualified higher education expense, subject to limitations. Institutions must be eligible to participate in federal student financial aid programs. Some foreign 
institutions are eligible. You can also take a federal income tax-free distribution from a 529 account of up to $10,000 per calendar year per beneficiary from all 529 accounts to help pay for tuition at 
an elementary or secondary public, private or religious school. For distributions taken after December 31, 2018, qualified higher education expenses now include expenses for fees, books, supplies, 
and equipment required for the participation of a designated beneficiary in an apprenticeship program registered and certified with the Secretary of Labor under the National Apprenticeship Act and 
amounts paid as principal or interest on any qualified education loans of the designated beneficiary or sibling of the designated beneficiary, up to a lifetime maximum of $10,000 per individual. 
Distributions with respect to the loans of a sibling of the designated beneficiary will count towards the lifetime limit of the sibling, not the designated beneficiary. Such repayments may impact student 
loan interest deductibility. State tax treatment may vary for distributions to pay for tuition in connection with enrollment or attendance at an elementary or secondary public, private or religious 
school, apprenticeship expenses, and payment of qualified education loans.

• Tuition and fees, books, supplies and equipment, certain room and board expenses , computers or 
peripheral equipment, computer software, or internet access and related services 

• Payments for special needs beneficiaries at an accredited institution

• Qualified expenses such as books, supplies and equipment for students enrolled in a registered and 
certified apprenticeship program 

• Payment of student loans up to a lifetime maximum of $10,000 for the beneficiary (or a sibling of the 
beneficiary) without triggering taxes or penalties

• Up to $10,000 per year per beneficiary for tuition at an elementary or secondary public, private or religious school

• Any expense paid on behalf of the minor which also includes non-education expenses

• Fund a 529 plan account with the cash proceeds from liquidated UGMA | UTMA assets

Section 529 plans and UGMA | UTMA accounts

Section 529 
plan

Qualified higher 
education expenses1

UGMA | UTMA 
account  

Any purpose to 
benefit the named minor
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Exploring tax-advantaged education funding options

1 To be eligible for favorable tax treatment afforded to the earnings portion of a withdrawal from a Section 529 account, such withdrawal must be used for “qualified higher education expenses,” as defined in the 
Internal Revenue Code. The earnings portion of a withdrawal that is not used for such expenses is subject to federal income tax and may be subject to a 10% additional federal tax, as well as applicable state and 
local income taxes. The additional tax is waived under certain circumstances. The beneficiary must be attending an eligible educational institution at least half time for room and board to be considered a qualified 
higher education expense, subject to limitations. Institutions must be eligible to participate in federal student financial aid programs. Some foreign institutions are eligible. You can also take a federal income tax-
free distribution from a 529 account of up to $10,000 per calendar year per beneficiary from all 529 accounts to help pay for tuition at an elementary or secondary public, private or religious school. For 
distributions taken after December 31, 2018, qualified higher education expenses now include expenses for fees, books, supplies, and equipment required for the participation of a designated beneficiary in an 
apprenticeship program registered and certified with the Secretary of Labor under the National Apprenticeship Act and amounts paid as principal or interest on any qualified education loans of the designated 
beneficiary or sibling of the designated beneficiary, up to a lifetime maximum of $10,000 per individual. Distributions with respect to the loans of a sibling of the designated beneficiary will count towards the 
lifetime limit of the sibling, not the designated beneficiary. Such repayments may impact student loan interest deductibility. State tax treatment may vary for distributions to pay for tuition in connection with 
enrollment or attendance at an elementary or secondary public, private or religious school, apprenticeship expenses, and payment of qualified education loans.

2 The participant/account owner can change the designated beneficiary to a member of the family of the designated beneficiary (as defined in the Internal Revenue Code) without adverse income tax consequences. 
3 Contributions during 2020 between $15,000 and $75,000 ($30,000 and $150,000 for married couples electing to split gifts) made in one year can be prorated over a five-year period without subjecting you to gift 

tax or reducing your federal unified estate and gift tax credit. If you contribute less than the $75,000 ($150,000 for married couples electing to split gifts)maximum, additional contributions can be made without 
you being subject to federal gift tax, up to a prorated level of $15,000 ($30,000 for married couples electing to split gifts) per year. Gift taxation may result if a contribution exceeds the available annual gift tax 
exclusion amount remaining for a given beneficiary in the year of contribution. For contributions between $15,000 and $75,000 ($30,000 and $150,000 for married couples electing to split gifts) made in one year, if 
the account owner dies before the end of the five-year period, a prorated portion of the contribution may be included in their estate for estate tax purposes.

No age or income limits on contributions or withdrawals with the flexibility to use assets for qualified expenses1

Withdrawals including any earnings are federal (and possibly state and/or local) income tax-free1

Account owner retains control and can change the beneficiary at any time2

Individuals can contribute up to $75,000 in one year ($150,000 for married couples) under the five-year gifting provision3

Pursuing education investing goals with a Section 529 plan 

Benefits
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Exploring tax-advantaged education funding options

1 To be eligible for favorable tax treatment afforded to the earnings portion of a withdrawal from a Section 529 account, such withdrawal must be used for “qualified higher education expenses,” as 
defined in the Internal Revenue Code. The earnings portion of a withdrawal that is not used for such expenses is subject to federal income tax and may be subject to a 10% additional federal tax, as 
well as applicable state and local income taxes. The additional tax is waived under certain circumstances. The beneficiary must be attending an eligible educational institution at least half time for 
room and board to be considered a qualified higher education expense, subject to limitations. Institutions must be eligible to participate in federal student financial aid programs. Some foreign 
institutions are eligible. You can also take a federal income tax-free distribution from a 529 account of up to $10,000 per calendar year per beneficiary from all 529 accounts to help pay for tuition at 
an elementary or secondary public, private or religious school. For distributions taken after December 31, 2018, qualified higher education expenses now include expenses for fees, books, supplies, 
and equipment required for the participation of a designated beneficiary in an apprenticeship program registered and certified with the Secretary of Labor under the National Apprenticeship Act and 
amounts paid as principal or interest on any qualified education loans of the designated beneficiary or sibling of the designated beneficiary, up to a lifetime maximum of $10,000 per individual. 
Distributions with respect to the loans of a sibling of the designated beneficiary will count towards the lifetime limit of the sibling, not the designated beneficiary. Such repayments may impact student 
loan interest deductibility. State tax treatment may vary for distributions to pay for tuition in connection with enrollment or attendance at an elementary or secondary public, private or religious 
school, apprenticeship expenses, and payment of qualified education loans.

Earnings withdrawn for anything other than qualified higher education expenses may be subject to taxes1

Investment choices vary and are based on the terms of the plan

Accounts can only be funded with cash

Certain tax or other benefits may only be available for contributions made to your home state’s plan

Pursuing education investing goals with a Section 529 plan

Considerations
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Exploring tax-advantaged education funding options

1 In 2020, the first $1,100 of a child’s income generally is tax-exempt, the next $1,100 of unearned income generally is taxed at the child’s tax rate, and unearned income over $2,200 generally is taxed at 
the child’s parents’ tax rate if the child is under age 18, or the child is age 18 and does not have earned income that is more than half of his or her financial support, or is a full-time student that is at 
least age 19 and under age 24 who does not have earned income that is more than half of his or her financial support if at least one parent is living at the end of the tax year and the child is not filing a 
joint return for the tax year. (Retroactively for 2018 and 2019, taxpayers may make an election to have the child’s parents’ tax rate apply instead of the estates and trusts rate that was applicable for 
2018 and 2019.) 

2 Contributions during 2020 between $15,000 and $75,000 ($30,000 and $150,000 for married couples electing to split gifts) made in one year can be prorated over a five-year period without subjecting 
you to gift tax or reducing your federal unified estate and gift tax credit. If you contribute less than the $75,000 ($150,000 for married couples electing to split gifts)maximum, additional contributions 
can be made without you being subject to federal gift tax, up to a prorated level of $15,000 ($30,000 for married couples electing to split gifts) per year. Gift taxation may result if a contribution 
exceeds the available annual gift tax exclusion amount remaining for a given beneficiary in the year of contribution. For contributions between $15,000 and $75,000 ($30,000 and $150,000 for married 
couples electing to split gifts) made in one year, if the account owner dies before the end of the five-year period, a prorated portion of the contribution may be included in their estate for estate tax 
purposes. 

Accounts can be funded with cash or securities

Funds can be used for any purpose but the custodian must use the assets for the benefit of the named minor

The first $1,100 of earnings each year is potentially income tax-free1

No restrictions on investment choices other than those imposed by relevant state UGMA – UTMA laws

No contribution limits but federal gift tax may apply2

Pursuing education investing goals with a UGMA | UTMA account

Benefits
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Exploring tax-advantaged education funding options

1 In 2020, the first $1,100 of a child’s income generally is tax-exempt, the next $1,100 of unearned income generally is taxed at the child’s tax rate, and unearned income over $2,200 generally is taxed at 
the child’s parents’ tax rate if the child is under age 18, or the child is age 18 and does not have earned income that is more than half of his or her financial support, or is a full-time student that is at 
least age 19 and under age 24 who does not have earned income that is more than half of his or her financial support if at least one parent is living at the end of the tax year and the child is not filing a 
joint return for the tax year. (Retroactively for 2018 and 2019, taxpayers may make an election to have the child’s parents’ tax rate apply instead of the estates and trusts rate that was applicable for 
2018 and 2019.) 

2 Termination age may range from 18 to 25 depending on the state law that governs. Be sure to understand the rules in your state before setting up an account.

3 Contributions during 2020 between $15,000 and $75,000 ($30,000 and $150,000 for married couples electing to split gifts) made in one year can be prorated over a five-year period without subjecting 
you to gift tax or reducing your federal unified estate and gift tax credit. If you contribute less than the $75,000 ($150,000 for married couples electing to split gifts)maximum, additional contributions 
can be made without you being subject to federal gift tax, up to a prorated level of $15,000 ($30,000 for married couples electing to split gifts) per year. Gift taxation may result if a contribution 
exceeds the available annual gift tax exclusion amount remaining for a given beneficiary in the year of contribution. For contributions between $15,000 and $75,000 ($30,000 and $150,000 for married 
couples electing to split gifts) made in one year, if the account owner dies before the end of the five-year period, a prorated portion of the contribution may be included in their estate for estate tax 
purposes. 

Limited tax advantages on annual earnings above $1,1001

When the minor reaches termination age, the custodian must transfer control of the account to the minor

Assets are considered an irrevocable gift and designated beneficiary cannot be changed

Funds can be used for any purpose, not just education2

Assets may be considered part of the custodian's estate for federal estate tax purposes3

Pursuing education investing goals with a UGMA | UTMA account

Considerations
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Evaluating and comparing Section 529 plans

How does this plan compare 

with other plans?

Are there consequences for 

withdrawals from my home state’s 

529 plan for nonqualified expenses 

or if I move out of state?

Does my home state plan 

offer state tax or other 

state benefits?

What are the range of 

investments available?

Who are the plan’s program and 

investment managers?

What are the fees and 

investment performance for 

the program?
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Special gifting rules for Section 529 plans (front-loading)

1 Contributions during 2020 between $15,000 and $75,000 ($30,000 and $150,000 for married couples electing to split gifts) made in one year can be prorated over a five-year period without subjecting 
you to gift tax or reducing your federal unified estate and gift tax credit. If you contribute less than the $75,000 ($150,000 for married couples electing to split gifts)maximum, additional contributions 
can be made without you being subject to federal gift tax, up to a prorated level of $15,000 ($30,000 for married couples electing to split gifts) per year. Gift taxation may result if a contribution 
exceeds the available annual gift tax exclusion amount remaining for a given beneficiary in the year of contribution. For contributions between $15,000 and $75,000 ($30,000 and $150,000 for married 
couples electing to split gifts) made in one year, if the account owner dies before the end of the five-year period, a prorated portion of the contribution may be included in their estate for estate tax 
purposes. 

Year 1 Year 2 Year 3 Year 4 Year 5

$15,000 $15,000 $15,000 $15,000 $15,000

$30,000 $30,000 $30,000 $30,000 $30,000

Contributions made in a single year for each beneficiary of up to $75,000 for individuals or $150,000 for married 

couples can be prorated over a five-year period1

Contributions are generally considered completed gifts and are excluded from the account owner’s estate for 

federal estate tax purposes1

A prorated portion of contributions may be included in the account owner’s taxable estate 

if they die before the end of the five-year period (earnings are not included for federal estate tax purposes)1

$75,000 
removed from the account 
owner’s estate in five years

Individual

$150,000 
removed from the account 
owner’s estate in five years

Couple
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Grandparents

Child 1 Child 2 Child 3

Grandparents

Grandchild 1
$15,000

Grandchild 2
$15,000

Grandchild 3
$15,000

Grandchild 4
$15,000

Grandchild 5
$15,000

$750,000 total investment1

Grandparents who fully fund Section 529 accounts for five grandchildren

Maximize the five-year gifting strategy with a Section 529 plan

1 Contributions during 2020 between $15,000 and $75,000 ($30,000 and $150,000 for married couples electing to split gifts) made in one year can be prorated over a five-year period without subjecting 
you to gift tax or reducing your federal unified estate and gift tax credit. If you contribute less than the $75,000 ($150,000 for married couples electing to split gifts)maximum, additional contributions 
can be made without you being subject to federal gift tax, up to a prorated level of $15,000 ($30,000 for married couples electing to split gifts) per year. Gift taxation may result if a contribution 
exceeds the available annual gift tax exclusion amount remaining for a given beneficiary in the year of contribution. For contributions between $15,000 and $75,000 ($30,000 and $150,000 for married 
couples electing to split gifts) made in one year, if the account owner dies before the end of the five-year period, a prorated portion of the contribution may be included in their estate for estate tax 
purposes. 



How Merrill can help you



21

Section 529 plans offered by Merrill

1 Certain states may offer a state tax deduction for contributions made by in-state residents to a Section 529 plan.

Alabama CollegeCounts 529 Fund Advisor Plan Managed by Union Bank and Trust

Connecticut Higher Education Trust 529 Plan (CHET) Managed by The Hartford Life

Illinois Bright Directions 529 College Savings Program Managed by Union Bank and Trust

Indiana CollegeChoice Advisor 529 Savings Plan Managed by Upromise

Michigan 529 Advisor Plan Managed by Nuveen Securities LLC.

Nebraska NEST 529 Plan Managed by First National Bank

New Mexico Scholar’s Edge 529 Plan Managed by OppenheimerFunds

New York 529 Advisor-Guided College Savings Plan Managed by J.P. Morgan

Oklahoma Dream 529 Plan Managed by Allianz

West Virginia The Hartford SMART529 College Savings Plan Managed by The Hartford Life

State 529 plans available to in-state residents only1
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Section 529 plans offered by Merrill

NextGen 529™ Merrill Lynch, Pierce, Fenner & Smith Incorporated is the 
program manager, underwriter and distributor

Colorado Scholars Choice College Savings Plan Managed by Legg Mason

Iowa Advisor 529 Plan Managed by Voya Investment Management

Ohio CollegeAdvantage Plan Managed by BlackRock Advisors LLC

Oregon MFS 529 Savings Plan Managed by MFS

Rhode Island CollegeBound Plan Managed by Invesco

South Carolina Future Scholar Plan Managed by Columbia Threadneedle Investments

Virginia CollegeAmerica Plan Managed by American Funds

Wisconsin Tomorrow’s Scholar 529 Plan Managed by Voya Investment Management

529 Omnibus plans available to residents of any state
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Merrill Lynch, Pierce, Fenner & Smith Incorporated 
is the program manager, underwriter and distributor

Managed by Legg Mason Managed by Voya Investment Management

Age-Based Diversified Portfolios
Age-Based or Years-to-Enrollment 

Portfolios
Age-Based Portfolios

Diversified Portfolios Selected Allocations Target Risk Portfolios

Single Fund Portfolios Single Fund Portfolios Single Fund Portfolios

Stable Principal Portfolios

MAINE

NextGen 529™

COLORADO

Scholars Choice College Savings Plan
IOWA

Advisor 529 Plan

529 Omnibus plans available regardless of state residency

Section 529 plans offered by Merrill
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Managed by BlackRock Advisors LLC Managed by MFS Managed by Invesco

Target Date Portfolios Age-Based Portfolios Target Date Portfolios

Target Risk Portfolios Target Allocation Portfolios Target-Risk Portfolios

Single Fund Portfolios Single Fund Portfolios Single Fund Portfolios

Age-Based Portfolios

OHIO

CollegeAdvantage Advisor 529 Savings Plan
OREGON

MFS 529 Savings Plan
RHODE ISLAND

CollegeBound 529 Plan

529 Omnibus plans available regardless of state residency

Section 529 plans offered by Merrill
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Managed by Columbia Threadneedle Managed by American Funds Managed by Voya Investment Management

Age-Based Portfolios Target Date Series Age-Based Portfolios

Target Allocation Portfolios Portfolio Series Target Risk Portfolios

Single Fund Portfolios Individual Funds Single Fund Portfolios

SOUTH CAROLINA

Future Scholar 529 College Savings Plan
VIRGINIA

CollegeAmerica Plan
WISCONSIN

Tomorrow’s Scholar 529 Plan

529 Omnibus plans available regardless of state residency

Section 529 plans offered by Merrill
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Our goals-based approach

Understand your life Plan your financial strategy Help you stay on track

Family

HealthGiving

Leisure

Work

Home

Finances

Review

Revise

Goals

Risk
tolerance

Time
horizon

Target 
amount

Portfolio 
strategy



Jonathan Singer

207.871.1934

jonathan.singer@ml.com

Marty Madden

207.871.1995

martin.j.madden@ml.com

Take action today with a 

personal consultation




