
 

 

 
 

 
 

‘I’ve decided on a college savings 

plan, but how do I go about 
 

choosing one?’
 

M
Answer: 

ost college savings plans let nonresidents join, so you have quite a few options. In choos
ing a particular college savings plan, there are many factors you should consider. 

First, because you’re entitled only to the state tax benefits (if any) offered by the state in which  
you reside, it’s always a good idea to look at your own state’s plan first (assuming your state of
fers one) and research what state tax benefits are available. For example, some states exempt a  
plan’s earnings from income tax if used to pay qualified education expenses, similar to the way  
the federal government exempts such earnings from tax. Some states may also let you deduct  
some or all of your contributions in a given year, or they may match a portion of your contribu
tions. Remember, if you join another state’s plan, you won’t be entitled to any state tax benefits  
offered by that state. 

Another important factor to consider is a plan’s investment choices. Some plans may restrict  
you to a certain portfolio based on the beneficiary’s (child’s) age, while others may let you  
choose a portfolio that’s more or less conservative than this age-based portfolio. You may also  
want to look at the past investment performance of a particular portfolio and compare it with  
other similar portfolios in different plans. 

Also check to see if the plan lets you change the investment option you’ve chosen for your  
existing contributions twice per calendar year, something that plans are permitted to do under  
federal law. Find out, too, whether the plan allows you to direct future contributions to a differ
ent portfolio in the plan. 

Finally, you may want to compare fees and expenses among plans. Also, the reputation, expe
rience, and track record of the state’s designated agent who will manage the plan are important.  
Customer issues like the ease with which you’ll be able to make contributions and otherwise  
manage your account are important factors, too. 

Note: Investors should consider the investment objectives, risks, charges, and expenses associ
ated with 529 plans before investing. More information about 529 plans is available in each issuer’s  
official statement, which should be read carefully before investing. Also, before investing, consider  
whether your state offers a 529 plan that provides residents with favorable state tax benefits. 
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