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I. 529 Plans: Foundational Overview
A. Statutory Framework
Section 529 of the Internal Revenue Code establishes qualified tuition programs (“529 plans”), which are tax-advantaged savings vehicles designed to encourage saving for future education costs. Contributions are made with after-tax dollars; earnings grow tax-deferred under IRC § 529(a); and withdrawals used for “qualified higher education expenses” (as defined in § 529(e)(3)) and, since the Tax Cuts and Jobs Act of 2017, up to $10,000 per year in K–12 tuition (§ 529(c)(7)), are excluded from gross income under § 529(c)(3)(B).
The 529 plan has two key participants: the account owner (who retains control over the account, including the power to change beneficiaries and withdraw funds) and the designated beneficiary (the individual for whose benefit the account is maintained). Critically, the beneficiary has no legal ownership interest in the account and no right to direct distributions.
Key Statutory Citations
1. IRC § 529(a): General rule establishing tax exemption for qualified tuition programs
1. IRC § 529(b): Requirements for qualified tuition programs (state sponsorship, cash contributions only, no investment direction beyond limited frequency, etc.)
1. IRC § 529(c)(3)(A): Distributions—taxable if not used for qualified education expenses; earnings portion subject to income tax plus 10% additional tax under § 529(c)(6)
1. IRC § 529(c)(3)(B): Exclusion from gross income for qualified distributions
1. IRC § 529(e)(3): Definition of qualified higher education expenses
1. Treas. Reg. §§ 1.529-1 through 1.529-5: Treasury regulations governing 529 plans
B. The Five-Year Superfunding Election
Under IRC § 529(c)(2)(B), a donor who contributes more than the annual gift tax exclusion amount to a 529 plan may elect to treat the contribution as made ratably over the five-year period beginning with the calendar year of contribution. For 2025, the annual exclusion is $19,000 per donee (IRC § 2503(b)), meaning a single donor can front-load up to $95,000 per beneficiary ($19,000 × 5), or a married couple electing gift splitting under § 2513 can contribute up to $190,000 per beneficiary.
This election is made on Form 709, United States Gift (and Generation-Skipping Transfer) Tax Return, filed for the year of contribution. The election is irrevocable once made. If the donor dies during the five-year period, the portion of the contribution allocable to years after death is included in the donor’s gross estate under § 529(c)(4)(C).
C. SECURE 2.0 Act: Roth IRA Rollover Provision
Section 126 of the SECURE 2.0 Act of 2022 (P.L. 117-328) added § 529(c)(3)(C)(iv), which permits beneficiaries to roll over funds from a 529 plan into a Roth IRA beginning in 2024, subject to the following limitations: (1) the 529 account must have been maintained for at least 15 years; (2) the rollover is subject to annual Roth IRA contribution limits (§ 408A); (3) lifetime rollover cap of $35,000; and (4) contributions and earnings attributable to contributions made within the prior five years are ineligible.
II. The Overfunding Problem and Available Options
For ultra-high-net-worth (“UHNW”) families, aggressive 529 plan funding can result in account balances that substantially exceed the beneficiary’s education needs. This creates a planning question: what to do with the excess? The principal options are:
Option 1: Non-Qualified Withdrawal (Pay the Penalty)
Withdraw excess funds. The earnings portion is subject to ordinary income tax plus a 10% additional tax under § 529(c)(6). The contribution (basis) portion is returned tax-free. This is generally the least tax-efficient option.
Option 2: Change of Beneficiary
Under § 529(c)(3)(C)(ii), a change of beneficiary is not treated as a distribution if the new beneficiary is a “member of the family” of the prior beneficiary as defined in § 529(e)(2), which incorporates the definition in § 152(d)(2). This includes spouses, children, siblings, parents, nieces, nephews, first cousins, and in-laws.
Option 3: Roth IRA Rollover (SECURE 2.0)
As noted above, § 529(c)(3)(C)(iv) permits limited rollovers to the beneficiary’s Roth IRA. The $35,000 lifetime limit and annual contribution limit cap make this useful but incremental for overfunded accounts.
Option 4: Spousal Equalization + Multi-Donor Superfunding (Recommended Strategy)
This is the primary strategy discussed in this presentation and is detailed in Section IV below.


III. Transfer Tax Analysis of 529 Plans
A. Estate Tax Treatment: The § 529(c)(4)(A) Exclusion and Proposed Regulatory Guidance
IRC § 529(c)(4)(A) provides a blanket estate tax exclusion: “No amount shall be includible in the gross estate of any individual for purposes of chapter 11 by reason of an interest in a qualified tuition program.” This statutory language prevents inclusion in the account owner’s or contributor’s estate by reason of the QTP interest. Importantly, the statute itself does not affirmatively direct inclusion in the beneficiary’s estate—it operates solely as an exclusion.
The conclusion that the account is includable in the beneficiary’s estate is supported by proposed Treasury Regulations. Under Prop. Treas. Reg. § 1.529-5(d)(1), the value of the account is includable in the designated beneficiary’s gross estate under the normal operation of § 2033 (property in which the decedent had an interest), because the beneficiary holds the beneficial interest in the account. This regulatory interpretation is widely relied upon in practice, but practitioners should note that these remain proposed—not final—regulations.
B. Why 529 Plans Are Exempt from IRC § 2036
IRC § 2036(a) generally requires inclusion in the gross estate of any property transferred by the decedent during life if the decedent retained (1) the possession or enjoyment of, or the right to income from, the property (§ 2036(a)(1)), or (2) the right, either alone or in conjunction with any person, to designate the persons who shall possess or enjoy the property or the income therefrom (§ 2036(a)(2)).
At first glance, one might expect § 2036 to apply to 529 plan accounts because the account owner retains substantial control: the power to change beneficiaries, to withdraw funds, and to direct investments (within plan limits). However, § 529(c)(4)(A) prevents estate inclusion for any individual by reason of a QTP interest. This statutory exclusion overrides the general § 2036 and § 2038 inclusion rules as applied to the account owner. The contribution is treated as a completed gift under § 529(c)(2)(A), and the proposed regulations (§ 1.529-5(d)(1)) then provide that the beneficiary’s interest is includable under the normal operation of § 2033.
Similarly, § 2038 (revocable transfers) does not override § 529(c)(4)(A). While the account owner’s ability to revoke the beneficiary designation or withdraw funds might otherwise trigger § 2038 inclusion, the specific 529 statutory exclusion controls. See also Prop. Treas. Reg. § 1.529-5(b)(2), which confirms that the 529 contribution is treated as a completed gift. Practitioners should note that these conclusions rest on proposed—not final—regulations, which is the best available guidance but warrants explicit acknowledgment in planning memoranda.
C. Gift Tax Treatment of Beneficiary Changes
Under IRC § 529(c)(5)(B), when the beneficiary of a 529 plan is changed, the transfer is treated as a gift by the prior beneficiary to the new beneficiary to the extent of the value transferred. This is a critical distinction: it is not the account owner who is treated as making the gift—it is the beneficiary whose interest is being redirected.
This means that if Kendra’s 529 account is redesignated to benefit Archie (Kendra’s child), the transfer tax consequence is a gift from Kendra to Archie—not a gift from the account owner (e.g., Jeff, the grandfather) to Archie.
D. GST Tax Treatment
IRC § 529(c)(5)(A) provides that if the new beneficiary is assigned to a generation below the prior beneficiary’s generation (for purposes of the generation-skipping transfer tax under Chapter 13), the transfer is treated as a taxable gift subject to GST tax. Importantly, same-generation transfers (e.g., sibling to sibling, or spouse to spouse) do not trigger GST consequences.
IV. The Spousal Equalization and Multi-Donor Superfunding Strategy
A. Strategy Overview
The core insight is that spouses of beneficiaries can be brought into the planning structure to multiply the number of donors available for five-year superfunding to the next generation. The unlimited marital deduction under IRC § 2523 means that transfers between spouses generate no gift tax or GST tax consequences.
B. Step-by-Step Implementation
Step 1: Equalize Existing 529 Accounts Between Siblings. If one child’s 529 account is significantly larger than the other’s, equalize the balances through an owner-directed beneficiary change. Under § 529(c)(3)(C)(ii), this is not a distribution. The transfer from Child A’s account to Child B’s account is a gift from Child A to Child B, but it qualifies for the annual exclusion or may require a gift tax return if it exceeds the exclusion amount. Same-generation transfers between siblings do not trigger GST tax.
Step 2: Establish Staging Accounts for Spouses. The account owner opens new 529 accounts with the children’s spouses as designated beneficiaries. For example, if Child A is married to Spouse A, the account owner opens a new account for Spouse A.
Step 3: Fund Staging Accounts via Beneficiary Change. Transfer funds from the children’s 529 accounts to the spousal accounts. Under § 529(c)(5)(B), this is treated as a gift from the child to the spouse. Under § 2523, interspousal gifts qualify for the unlimited marital deduction—no gift tax, no GST tax, no use of lifetime exemption.
Step 4: Multi-Donor Superfunding to Grandchildren. Each child and each spouse now has a funded 529 account. Each can make five-year superfunded gifts (§ 529(c)(2)(B)) of up to $95,000 per grandchild. With four donors (two children plus two spouses) and two grandchildren, this permits $760,000 to move to the next generation: 4 donors × 2 grandchildren × $95,000 = $760,000.
Step 5: Account Owner Retains Control. Throughout this process, the account owner (e.g., the grandparent) remains as the owner of all 529 accounts. This preserves the power to change beneficiaries, withdraw funds, and maintain flexibility for future grandchildren—without triggering § 2036 inclusion in the owner’s estate because of the § 529(c)(4)(A) override.
C. Gift Tax Return Filing Requirements
Because § 529(c)(5)(B) treats the beneficiary change as a gift by the prior beneficiary, it is the beneficiary—not the account owner—who must consider whether to file Form 709. Specifically:
1. Five-Year Election: Each beneficiary who makes a five-year superfunded contribution must file Form 709 for the year of contribution to make the election under § 529(c)(2)(B). The election is reported on Schedule A, Part 3 of Form 709.
1. Spousal Transfers: Transfers to a U.S.-citizen spouse qualifying for the unlimited marital deduction under § 2523 generally do not require reporting on Form 709, unless special circumstances apply (e.g., non-citizen spouse, terminable interest, or gift-splitting election). While no filing obligation typically exists for straightforward spousal transfers, filing may still be advisable to establish a clear record and start the statute of limitations.
1. Statute of Limitations: Filing Form 709 is advisable even where no tax is owed in order to start the three-year statute of limitations under IRC § 6501(a) and to create a clear record of the five-year election. Where a return is not filed, the statute does not begin to run (§ 6501(c)(3)).
D. Case Study: The Harrison Family
Robert and Linda Harrison (Generation 1) funded 529 plans for their grandchildren over 20+ years. Their son, Michael Harrison (age 58, Generation 2), is a successful tech executive and the account owner of all family 529 plans. Michael also holds a $20M pre-tax IRA from decades of deferred compensation, 401(k) rollovers, and concentrated stock appreciation. Michael’s two children (Generation 3) are the original 529 beneficiaries, both done with college:
1. Sarah Harrison-Wells (age 32), married to David Wells, one child: Olivia (age 4). 529 balance: $500,000.
1. James Harrison (age 29), married to Emily Harrison, one child: William (age 2). 529 balance: $350,000.
Total 529 assets: $850,000. Neither grandchild will need more than a fraction of these funds for college. Michael’s goals are to: (1) move as much as possible to the grandchildren (Olivia and William) for their future education; (2) equalize the accounts so both grandchildren benefit equally; (3) minimize or eliminate transfer tax consequences; (4) retain control as account owner so he can redirect funds to future grandchildren if needed; and (5) preserve residual balances for potential Roth IRA rollovers under SECURE 2.0.
Step-by-Step Implementation
The critical insight is that by routing transfers through spouses, no lifetime gift tax exemption is consumed by any family member. The unlimited marital deduction under § 2523 allows interspousal transfers at no transfer tax cost, and the five-year superfunding election under § 529(c)(2)(B) allows the annual exclusion to cover the gifts to grandchildren.
Step 1: Sarah Overfunds David (Marital Deduction). Michael (as account owner) changes the beneficiary on $275,000 of Sarah’s account to David Wells (Sarah’s husband). Under § 529(c)(5)(B), this is treated as a gift from Sarah to David; because David is Sarah’s spouse, the transfer qualifies for the unlimited marital deduction under § 2523—no gift tax, no GST tax, no lifetime exemption used. Sarah is intentionally overfunding David so that he can serve as the bridge to James’s side of the family. After Step 1: Sarah $225,000; David $275,000; James $350,000.
Step 2: David Bridges to Emily; James Routes to Emily. Michael changes the beneficiary on $75,000 of David’s account to Emily Harrison. Under § 529(c)(5)(B), this is a gift from David to Emily. David uses a five-year superfunding election for this transfer: $75,000 spread over five years = $15,000/year, well within the $19,000 annual exclusion—zero exemption used. Separately, Michael transfers $125,000 from James’s account to Emily (§ 2523 marital—no tax, no exemption). After Step 2: Sarah $225,000; David $200,000; James $225,000; Emily $200,000. All four are now funded and positioned as donors. All transfers accomplished in a single tax year using only marital deductions and annual exclusion mechanisms.
Step 3: Four Donors Superfund to Olivia and William. Each of the four beneficiaries (Sarah, David, James, Emily) makes a five-year superfunded gift of $95,000 (2025 figure) to each grandchild under § 529(c)(2)(B). That is $95,000 × 4 donors = $380,000 to Olivia and $380,000 to William ($760,000 total). Each donor files Form 709 to make the five-year election. All gifts are within the annual exclusion as spread over five years; annual exclusion gifts are GST-exempt under § 2642(c).
Step 4: Michael Retains Control; Roth Rollover Residuals Preserved. Michael remains account owner of all accounts. No § 2036 inclusion risk because § 529(c)(4)(A) controls. Zero lifetime exemption consumed by any family member—all transfers accomplished in a single tax year using only unlimited marital deductions (§ 2523) and annual exclusion mechanisms (§ 529(c)(2)(B)). Residual balances: Sarah $35,000 and James $35,000—equal, each positioned for the maximum $35,000 SECURE 2.0 Roth IRA rollover once the 15-year seasoning requirement is met (2029 for accounts funded in 2014). David and Emily each retain $10,000—equal spousal residuals available for qualified student loan repayment ($10,000 per beneficiary under SECURE 2.0 § 302) or future reallocation by Michael.
Flow of Funds
The following table illustrates the Harrison family flow of funds:
	 
	Sarah
	David
	James
	Emily
	Olivia
	William
	Total

	Current
	$500K
	—
	$350K
	—
	—
	—
	$850K

	Step 1: Sarah → David
	$225K
	$275K
	$350K
	—
	—
	—
	$850K

	Step 2a: David → Emily
	$225K
	$200K
	$350K
	$75K
	—
	—
	$850K

	Step 2b: James → Emily
	$225K
	$200K
	$225K
	$200K
	—
	—
	$850K

	Step 3: Superfund
	$35K
	$10K
	$35K
	$10K
	$380K
	$380K
	$850K


Projected 2040 values (assuming 5% annual compounding, no additional contributions): approximately $790,000 per grandchild, or ~$1.58 million total.


V. Michael’s Second Problem: The $20 Million Pre-Tax IRA
A. How Michael’s $20M Pre-Tax IRA Accumulated
Michael Harrison’s $20 million pre-tax IRA balance resulted from decades as a tech executive: maximum 401(k) contributions with employer matching compounded over 30+ years, a cash balance plan rollover, and a self-directed IRA holding concentrated company stock that appreciated dramatically. Every dollar has never been taxed—not on the way in, and not on the growth. More broadly, $10–$50M+ IRA balances can result from:
1. Decades of maximum 401(k)/IRA contributions with employer matching, compounded over 30–40 years
1. Rollover of large employer-sponsored defined benefit, cash balance, profit-sharing, or deferred compensation plans
1. Self-directed IRA investments in private equity, venture capital, real estate, or concentrated positions that appreciated dramatically (e.g., early-stage startup stock)
1. Founders who held company stock through SEP-IRAs or SIMPLE-IRAs that multiplied in value
1. Mega backdoor Roth contribution strategies that began as after-tax contributions to 401(k) plans and were rolled into IRAs
B. What Is Income in Respect of a Decedent (IRD)?
Income in Respect of a Decedent (“IRD”) under IRC § 691 is income that the decedent was entitled to receive but had not yet received (and therefore had not yet been taxed on) at the time of death. The most common and significant example of IRD for UHNW individuals is a traditional IRA or 401(k) plan. The decedent contributed pre-tax dollars throughout their working life, the account grew tax-deferred, and income tax was never paid on any of it—not on the contributions, and not on the growth.
The Critical Distinction from Other Inherited Assets: Unlike most inherited property, IRD does not receive a stepped-up basis at death under IRC § 1014. Section 1014(c) explicitly excludes IRD from the step-up rules. The income retains its character—ordinary income—and the beneficiary who receives distributions must include the full amount in gross income. In other words, the IRA beneficiary pays income tax on every dollar distributed, just as the decedent would have if they had taken the distributions during their lifetime.
Statutory Citations: IRC § 691(a) (recognition of IRD by the recipient); IRC § 691(c) (deduction for estate tax attributable to IRD); IRC § 1014(c) (excluding IRD from step-up in basis); IRC § 408(d)(1) (taxation of IRA distributions); IRC § 1411(c)(5) (IRA distributions excluded from net investment income, but increase MAGI).
C. The Double-Tax Problem
A pre-tax IRA is subject to both estate tax and income tax, creating an effective combined rate that can exceed 70% for UHNW individuals. This is the “double tax” unique to pre-tax retirement accounts:
1. Estate Tax Layer: The full fair market value of the IRA is included in the decedent’s gross estate under IRC § 2031. At a 40% marginal estate tax rate, a $20M IRA generates $8M in estate tax. Note that the estate tax is assessed on the gross value—the IRS does not reduce the includable amount by the embedded income tax liability.
1. Income Tax Layer (IRD): Under § 691(a), distributions from the inherited IRA to beneficiaries are treated as IRD—taxable as ordinary income to the recipient. Every dollar distributed is subject to federal income tax at the beneficiary’s marginal rate (up to 37%), plus applicable state income tax. Note that IRA distributions are excluded from net investment income under § 1411(c)(5) and are not directly subject to the 3.8% NIIT; however, they increase modified adjusted gross income, which may indirectly expose other investment income to the NIIT.
1. SECURE Act 10-Year Rule: Under the SECURE Act of 2019 (§ 401(a)(9)(H)), most non-spouse designated beneficiaries must fully distribute an inherited IRA by the end of the tenth year following the owner’s death. Whether annual RMDs are required during years 1–9 depends on whether the owner died before or after the required beginning date (see Final Reg. T.D. 9981, July 2024). In either case, the full balance must be distributed within the 10-year window, compressing what might have been 30–50+ years of income recognition into a single decade and likely pushing beneficiaries into the highest tax brackets.
D. The § 691(c) Deduction: Partial Relief from Double Taxation
Congress recognized the double-tax problem and provided a partial offset under IRC § 691(c). This section allows the beneficiary of an inherited IRA to claim an income tax deduction for the federal estate tax attributable to the IRD included in the decedent’s estate.
How to Calculate the § 691(c) Deduction: (1) Compute the actual federal estate tax on the decedent’s taxable estate, including the IRA. (2) Compute a hypothetical federal estate tax on the taxable estate without the IRA. (3) The difference between these two amounts equals the estate tax attributable to the IRD, which is the § 691(c) deduction. The beneficiary claims this as a miscellaneous itemized deduction that is subject to the 2% miscellaneous itemized deduction floor (which was reintrioduced under the big beautiful bill as well as the 2/37 limitation on decutions).
Numerical Illustration: For a $20M IRA in an estate subject to 40% estate tax, the estate tax attributable to the IRA is approximately $8M. The beneficiary’s taxable IRD is therefore $20M (total IRA distributions) minus $8M (§ 691(c) deduction) = $12M. At a 37% marginal income tax rate, the income tax is approximately $4.44M. Without the § 691(c) deduction, the income tax would have been $7.4M (37% × $20M). The deduction saves approximately $2.96M in income tax, but the beneficiary still pays $4.44M—and the estate already paid $8M in estate tax (for simplicity this does not take into account the 2/37 limitation). The total tax take is $12.44M on a $20M asset, leaving $7.56M to heirs (approximately 62% combined effective rate).
E. Roth Conversion: The Estate Tax Arbitrage
Converting a traditional IRA to a Roth IRA under § 408A(d)(3) triggers immediate income tax on the converted amount, but produces a powerful estate tax benefit. The income tax paid on conversion reduces the taxable estate dollar-for-dollar, effectively removing the income tax amount from the taxable estate.
	
	No Conversion
	Full Roth Conversion

	IRA Value
	$20,000,000
	$20,000,000

	Heirs’ Basis in IRA
	$0 (100% IRD)
	$20,000,000 (tax-paid)

	Income Tax on Conversion (37%)
	—
	($7,400,000)

	Net Taxable Estate (IRA only)
	$20,000,000
	$12,600,000

	Estate Tax at 40%
	($8,000,000)
	($5,040,000)

	IRD Income Tax on Beneficiary (~37%)
	($4,440,000)
	$0

	Net to Heirs
	$7,560,000
	$12,600,000


Net benefit of conversion: approximately $5,040,000 more to heirs.
The basis difference is the real story. Without conversion, Sarah and James inherit a traditional IRA with $0 basis. Under § 1014(c), IRD is explicitly excluded from the stepped-up basis rules that apply to most inherited assets. Every dollar distributed is 100% ordinary income. With a Roth conversion, Michael has already paid the income tax—Sarah and James inherit a Roth IRA where distributions are entirely excluded from income under § 408A(d)(1). The conversion effectively transforms an asset with $0 basis (100% IRD) into an asset with full basis (0% IRD).
The key insight: the income tax paid on conversion reduces the gross estate, which at a 40% estate tax rate provides a “rebate” of $0.40 for every $1.00 of income tax paid. The Roth IRA is still included in the gross estate at its full value, but distributions to beneficiaries are excluded from income under § 408A(d)(1), eliminating the IRD income tax entirely.
Important caveats: (1) This analysis assumes the owner has sufficient non-IRA assets to pay the conversion income tax—using IRA funds to pay the tax reduces the benefit. (2) The analysis does not account for the § 691(c) deduction available to beneficiaries of an unconverted IRA, which partially mitigates the double-tax burden. (3) Time value of money considerations favor phased conversions over many years. (4) State income tax implications vary by jurisdiction.
F. Phased Roth Conversion Strategy
Rather than a single $20M conversion, a phased approach over multiple years can manage bracket exposure and minimize the blended effective income tax rate. Converting in years with lower income (e.g., retirement years, years between significant liquidity events) or managing conversions to fill lower brackets can improve the overall result. There is no income limit on Roth conversions under § 408A(d)(3)(A)(iii).
G. Qualified Charitable Distributions (QCDs)
Under IRC § 408(d)(8), individuals age 70½ or older may make qualified charitable distributions directly from an IRA to a qualifying charity of up to $105,000 per year (2025, indexed for inflation). QCDs satisfy required minimum distribution (“RMD”) obligations, are excluded from gross income, and reduce the taxable estate. For charitably inclined individuals, QCDs are among the most tax-efficient methods of reducing an overfunded IRA.
H. Charitable Remainder Trust (CRT) as IRA Beneficiary
Naming a charitable remainder trust under § 664 as the beneficiary of an IRA can provide an income stream to non-charitable beneficiaries for a term of years (or their lifetimes), with the remainder passing to charity. The CRT is a tax-exempt entity (§ 664(c)), so distributions from the IRA to the CRT are not immediately taxable. The CRT distributes income to the non-charitable beneficiaries over time, spreading the income tax burden. This can be particularly effective where the estate tax deduction for the charitable remainder interest offsets the estate tax on the IRA.
Statutory Citations: IRC §§ 664(a)–(d); 408(d); 691(a)–(c); Rev. Rul. 92-47.
I. Irrevocable Life Insurance Trust (ILIT)
An ILIT funded with current income or other assets can provide a death benefit that replaces the value lost to taxation on the IRA. Because the life insurance policy is owned by the irrevocable trust (not the insured), the death benefit is excluded from the insured’s gross estate under § 2042, provided the insured retains no incidents of ownership and the transfer satisfies the three-year lookback rule under § 2035.
J. Spousal Rollover and Continued Conversion
Under § 402(c)(9), a surviving spouse may roll over an inherited IRA into their own IRA. This delays RMDs (potentially until the surviving spouse reaches age 73 or 75 under current law), and the surviving spouse can continue phased Roth conversions during their lifetime to reduce the pre-tax balance before the SECURE Act 10-year distribution requirement applies to the next generation.


VI. Key Takeaways
1. 529 plan contributions are completed gifts to the beneficiary under § 529(c)(2)(A). The account is includable in the beneficiary’s estate under § 529(c)(4)(A)—not the account owner’s estate. This overrides the general § 2036 inclusion rules.
1. A change of beneficiary is treated as a gift by the prior beneficiary to the new beneficiary under § 529(c)(5)(B), creating transfer tax planning opportunities at the beneficiary level.
1. Interspousal transfers within the beneficiary generation qualify for the unlimited marital deduction under § 2523, enabling equalization and expansion of the donor pool for superfunding without using any lifetime exemption.
1. The five-year superfunding election under § 529(c)(2)(B) permits each donor to contribute up to $95,000 per beneficiary (2025 figure). Multiplying donors through spousal inclusion can move $760,000 or more to grandchildren with no current gift tax and no expected GST exposure as properly structured.
1. The account owner retains full administrative control over all accounts without triggering § 2036 estate inclusion.
1. Beneficiaries—not account owners—should file Form 709 to elect the five-year averaging and to start the statute of limitations.
1. For overfunded pre-tax IRAs, Roth conversions can produce a net benefit of $3–5M+ by leveraging the estate tax deduction for income taxes paid.
1. Alternative strategies for overfunded IRAs include phased Roth conversions, QCDs (§ 408(d)(8)), CRTs (§ 664), ILITs (§ 2042), and spousal rollovers (§ 402(c)(9)).
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IRS Circular 230 Disclosure: The information contained herein (including any attachments) does not constitute tax or legal advice. To ensure compliance with requirements imposed by the IRS, we inform you that any advice contained in this document is not intended or written to be used, and cannot be used, for the purpose of (i) avoiding penalties under the Internal Revenue Code, or (ii) promoting, marketing, or recommending to another party any transaction or matter that is contained in this document.
This material is for educational and informational purposes only. It is not legal, tax, or accounting advice and should not be relied upon as such. Any planning strategy should be evaluated in light of the family’s specific facts, asset mix, governing documents, valuation profile, state-law contacts, and advisor team. Federal and state tax laws may change, and tax planning should be reviewed periodically to confirm continued suitability.
Seven Post Investment Office LP (“Seven Post”) is an SEC registered investment adviser with its principal place of business in the State of California. Seven Post does not provide tax, accounting or legal advice. Clients should always review any planned financial transactions with their professional tax and legal advisors.
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