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Turn excess 529 funds into your
kid's retirement nest egg
3 November 2025, 09:23 UTC, written by UBS Editorial Team

Unlock new financial possibilities and kickstart the retirement savings of your children or grandchildren.
Thanks to enhancements to 529 college savings plans, qualified distributions now offer even more flexibility.
Most notably, you can potentially roll over remaining balances in these plans into the beneficiary's Roth IRA.

This is how it works:
• You may only roll over 529 funds to a Roth IRA in the 529 beneficiary’s name.

• This option is available for 529 accounts that have been open for 15 or more years.

• Annual rollover amounts cannot exceed the lesser of earned income or the annual IRA contribution limits (2025 limit:
$7,000), reduced by any IRA contributions made for that year.

• The lifetime maximum that can be rolled over is $35,000 per 529 beneficiary.

• Amounts contributed to the 529 in the past five years and their earnings are ineligible to be rolled over.

• The beneficiary must have earned income from employment at least equal to the amount rolled over from the 529
to the Roth IRA.

• Modified Adjusted Gross Income (MAGI) limits that restrict contributions to a Roth IRA do not apply to 529-to-Roth
IRA rollovers.

• Not all states recognize this federal law change and may tax the 529 distribution at the state level.
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A $35,000 Roth IRA balance for a young adult can significantly jumpstart their retirement savings. Assuming a 5% annual
rate of return, $35,000 for a 25-year-old will be worth $250,000 by the time they turn 65, even if they never contribute
anything else to the account.

Frequently asked questions and answers:

How do I start the process?

You should contact your 529 provider and request a distribution for a 529 to Roth rollover.

What is the tax implication of rolling 529 balances to a Roth IRA?

The 529 withdrawal is both tax-free and penalty-free at the federal level if the rollover meets all the requirements in
the SECURE 2.0 Act. State tax treatment depends on the particular state you live in and may vary from federal law. Be
sure to contact your 529 provider to inquire about state laws. You will receive a 1099-Q just like any other distribution
from a 529 account.

Can I change the beneficiary and do this multiple times?

The IRS hasn’t provided guidance to this question, so it is unclear whether beneficiary changes, owner changes and/or
program manager changes will restart the 15-year clock. Therefore, the conservative approach would be for you not make
such changes until the IRS issues guidance.

Who is eligible to roll over a 529 to a Roth IRA?

The 529 can only be rolled over to a Roth IRA for the 529 beneficiary. Account owners are not eligible to roll over to
their own Roth IRA (unless the account owner is also the 529 beneficiary).

Can the entire $35,000 lifetime maximum be rolled over in one year?

No, the maximum amount a 529 beneficiary can roll over in any particular year is the lesser of their earned income or
the annual IRA contribution limit (which for 2025 is $7,000 for individuals under age 50), minus the amount of their
traditional or Roth IRA contribution for that year.

Are there any income limits for the beneficiary?

No, the Roth IRA income limits (AGI) are not applicable to a 529 to Roth IRA rollover.

Can a 529 to Roth IRA rollover be done in-kind?

No. Assets in the 529 must be liquidated and cash contributed to the Roth IRA.

Who is responsible for tracking the $35,000 lifetime limit per beneficiary and other requirements?

The 529 account owner and the 529 beneficiary will be responsible for ensuring that the lifetime limit is not exceeded
and that the other requirements have been met (e.g., 529 account opened for 15 years, contributions made in the prior
five-year plus earning not eligible for rollover, etc.)

What else can I use 529s for?
Besides rolling over to a Roth IRA, remember that you can use it to pay for undergraduate or graduate tuition and fees,
room and board, K-12 expenses, vocational schools, repay student loans, pass it on to the next generation and more. Be
sure to talk to your financial advisor about all the restrictions around each of these distribution options.

Main contributor: Isaac Chota, 529 Plans and Donor-Advised Funds Product Manager

For more, see our site Education planning: Enriching lives for generations .
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Disclaimer
Hong Kong / Singapore: For Global Wealth Management clients of UBS AG Singapore / Hong Kong branch, please refer to
the HK/SG Marketing Material Disclaimer .
This document is prepared and published by the Global Wealth Management business of UBS Switzerland AG (regulated by
FINMA in Switzerland), its subsidiaries or its affiliates ("UBS"), part of UBS Group AG ("UBS Group"). UBS Group includes
former Credit Suisse AG, its subsidiaries, branches and affiliates. In the USA, UBS Financial Services Inc. is a subsidiary of UBS
AG and a member of FINRA/SIPC. Additional Disclaimer relevant to Credit Suisse Wealth Management follows at the end of
this section.
This document and the information contained herein are provided solely for your information and UBS marketing
purposes. Nothing in this document constitutes investment research, investment advice, a sales prospectus, or an offer
or solicitation to engage in any investment activities. This document is not a recommendation to buy or sell any security,
investment instrument, or product, and does not recommend any specific investment program or service.
Information contained in this document has not been tailored to the specific investment objectives, personal and financial
circumstances, or particular needs of any individual client. Certain investments referred to in this document may not be
suitable or appropriate for all investors. In addition, certain services and products referred to in the document may be subject
to legal restrictions and/or license or permission requirements and cannot therefore be offered worldwide on an unrestricted
basis. No offer of any product will be made in any jurisdiction in which the offer, solicitation, or sale is not permitted, or to any
person to whom it is unlawful to make such offer, solicitation, or sale.
Although all information and opinions expressed in this document were obtained in good faith from sources believed to be
reliable, no representation or warranty, express or implied, is made as to the document’s accuracy, sufficiency, completeness or
reliability. All information and opinions expressed in this document are subject to change without notice and may differ from
opinions expressed by other business areas or divisions of UBS Group. UBS is under no obligation to update or keep current
the information contained herein. The views and opinions expressed in this material by third parties are not those of
UBS. Accordingly, UBS does not accept any liability over the content shared by third parties or any claims, losses or damages
arising from the use or reliance of all or any part thereof.
All pictures or images ("images") herein are for illustrative, informative or documentary purposes only and may depict objects
or elements which are protected by third party copyright, trademarks and other intellectual property rights. Unless expressly
stated, no relationship, association, sponsorship or endorsement is suggested or implied between UBS and these third parties.
Any charts and scenarios contained in the document are for illustrative purposes only. Some charts and/or performance
figures may not be based on complete 12-month periods which may reduce their comparability and significance. Historical
performance is no guarantee for, and is not an indication of future performance.
Nothing in this document constitutes legal or tax advice. UBS and its employees do not provide legal or tax advice. This
document may not be redistributed or reproduced in whole or in part without the prior written permission of UBS. To the
extent permitted by the law, neither UBS, nor any of it its directors, officers, employees or agents accepts or assumes any
liability, responsibility or duty of care for any consequences, including any loss or damage, of you or anyone else acting, or
refraining to act, in reliance on the information contained in this document or for any decision based on it.
Additional Disclaimer relevant to Credit Suisse Wealth Management: Except as otherwise specified herein and/or
depending on the local entity from which you are receiving this document, this document is distributed by UBS Switzerland
AG, authorised and regulated by the Swiss Financial Market Supervisory Authority (FINMA). Your personal data will be
processed in accordance with the Credit Suisse privacy statement accessible at your domicile through the official Credit Suisse
website https://www.credit-suisse.com. In order to provide you with marketing materials concerning our products and services,
UBS Group AG and its subsidiaries may process your basic personal data (i.e. contact details such as name, e-mail address)
until you notify us that you no longer wish to receive them. You can optout from receiving these materials at any time by
informing your Relationship Manager.
Please visit https://www.ubs.com/global/en/wealth-management/insights/chief-investment-office/marketing-material-
disclaimer.html to read the full legal disclaimer applicable to this document.
© UBS 2025. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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