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IMPORTANT UPDATE ON COLORADO STATE TAX TREATMENT OF 

WITHDRAWALS MADE TO PAY K-12 TUITION EXPENSES 
 
Changes to the Federal tax law that went into effect at the start of 2018 expanded the 
qualified use of Section 529 accounts by allowing withdrawals for K-12 tuition expenses, 
with a limit of $10,000 per year, per child. However, Colorado authorities have 
determined that withdrawals for K-12 tuition expenses will be treated as non-qualified 
withdrawals for Colorado state tax purposes.   Accordingly,   (i) the portion of a 
withdrawal made for K-12 tuition expenses that is attributable to contributions previously 
deducted for Colorado income tax purposes will  be subject to Colorado state tax 
recapture and added to the Colorado taxable income of the taxpayer who took the 
deduction in the year the withdrawal is made, and (ii) the earnings portion of a 
withdrawal made for K-12 tuition expenses will be subject to Colorado income tax. 
 
The cautionary statement in the preceding paragraph concerning the applicability of 
state tax recapture and state income tax to K-12 withdrawals is intended only for 
Colorado taxpayers. Non-Colorado account owners should check their own state laws 
with respect to potential state tax recapture or other impact of K-12 withdrawals. 
 
All Scholars Choice account owners are urged to be extremely cautious and should consult 
with their tax advisors before using their Scholars Choice accounts to pay for any K-12 
tuition expenses. 
 
 
 
 
 
An investor should consider the Program’s investment objectives, risks, charges and 
expenses before investing. The Program Disclosure Statement at scholars- 
choice.com/PDS, which contains more information, should be read carefully before 
investing. If an investor and/or an investor’s beneficiary are not Colorado taxpayers, they 
should consider before investing whether their home states offer 529 plans that provide 
state tax and other benefits such as financial aid, scholarship funds, and protection from 
creditors that are only available to state taxpayers investing in such plans. 
 
Investments in the Scholars Choice College Savings Program are not insured by the FDIC or any other government agency and are 
not deposits or other obligations of any depository institution. Investments are not guaranteed by the State of Colorado, 
CollegeInvest, QS Investors, LLC, Legg Mason Investor Services, LLC, or Legg Mason, Inc., or its affiliates and are subject to risks, 
including loss of principal amount invested. 

Legg Mason, Inc., its affiliates, and its employees are not in the business of providing tax or legal advice to taxpayers. These 
materials and any tax-related statements are not intended or written to be used, and cannot be used or relied upon, by any such 
taxpayer for the purpose of avoiding tax penalties or complying with any applicable tax laws or regulations. Tax-related statements, 
if any, may have been written in connection with the “promotion or marketing” of the transaction(s) or matter(s) addressed by these 
materials, to the extent allowed by applicable law. Any such taxpayer should seek advice based on the taxpayer’s particular 
circumstances from an independent tax advisor. 

Scholars Choice is a registered service mark of CollegeInvest. CollegeInvest and the CollegeInvest logo are registered trademarks. 
Administered and issued by CollegeInvest, State of Colorado. QS Investors, LLC is the Investment Manager and Legg Mason 
Investor Services, LLC is the primary distributor of interests in the Program; together they serve as Manager of the Program. QS 
Investors, LLC, ClearBridge Investments, LLC, Brandywine Global Investment Management, LLC, Western Asset Management 
Company, and Legg Mason Investor Services, LLC are Legg Mason, Inc. affiliates. Thornburg Investment Management, Inc. and 
Templeton Global Advisors Limited are not affiliated with Legg Mason, Inc. 

All investing involves risk, including possible loss of principal. 
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