
Clarification: Bankruptcy Law on Funds Contributed to a 529 Plan  

 Funds contributed to a 529 plan are excluded from the bankruptcy estate (and 
protected from creditors), under Bankruptcy Code Section 541(b): 

(b) Property of the estate does not include—  
…….  

(6) funds used to purchase a tuition credit or certificate or contributed to 
an account in accordance with section 529(b)(1)(A) of the Internal 
Revenue Code of 1986 under a qualified State tuition program (as defined 
in section 529(b)(1) of such Code) not later than 365 days before the date 
of the filing of the petition in a case under this title, but -- 

 

(A) only if the designated beneficiary of the amounts paid or 
contributed to such tuition program was a child, stepchild, 
grandchild, or stepgrandchild of the debtor for the taxable year for 
which funds were paid or contributed; 

 

(B) with respect to the aggregate amount paid or contributed to 
such program having the same designated beneficiary, only so 
much of such amount as does not exceed the total contributions 
permitted under section 529(b)(7) of such Code with respect to 
such beneficiary, as adjusted beginning on the date of the filing of 
the petition in a case under this title by the annual increase or 
decrease (rounded to the nearest tenth of 1 percent) in the 
educational expenditure category of the Consumer Price Index 
prepared by the Department of Labor; and 

 

(C) in the case of funds paid or contributed to such program having 
the same designated beneficiary not earlier than 720 days nor later 
than 365 days before such date, only so much of such funds as 
does not exceed $5,000. 

 


