


























College Planning and College Specific Savings Plans. Are 529 Plans All What They’re Cracked Up to Be? 

Like most parents, you wish for your children to have the best possible education. No matter what career choices your children make, 
you want them to have a good start in life. College funding is perhaps the most important family financial decision you will make. 
Amazingly, many families are making it all wrong. 

Several various tax advantage college savings plans have been designed and marketed to the public. Be careful. Many of these plans 
have the same drawbacks as other tax-advantage plans if they are designed to simply accumulate funds over time for a particular need. 

These tax-advantage savings plans are simply designated for college costs and therefore have only one use. That means that your 
money is not working for you and getting a multiplier effect. Tying up your money for the goal of providing your children's college funds, 
although admirable and well-meaning, leads to many lost opportunities and costs. 

The questions you should be asking of your college funding strategy are: How can I pay for college and get all the money back? And 
how can I guarantee my children's education even if I become disabled or die, the market declines, interest rates drop, I get sued, or 
college cost skyrocket? 

Most people’s plans simply do not have for such contingencies. They have been taught to establish a goal or target of having only the 
money they'll need, then decide on how much to put away toward that end. This type of planning may be a serious losing strategy in 
terms of wealth, building, and wealth protection. The money you pay the college is lost to you, and you will never see it again for other 
uses.  

Even if the college funding technique you use is income-tax deferred, or even income-tax free, it may not be appropriate. What is the 
point of having the earnings tax-free and then giving them all the money to the college?  The ideal method is to use your money 
repeatedly and not lose it for any reason. Earmarking funds for college and getting only one use on your money is wasteful and 
inefficient. Your money is tied up, and you have no control over its use. You're going to lose your money’s potential, and eventually the 
money itself. 

Using money for just one purpose has a cost. Putting your money into one account and let it grow keeps your money out of play. What 
would happen if you became disabled?  Should your children not go to school just because you became disabled? College-specific 
savings plans won't help you. Contributions to them will simply stop. 

What if you die before your children get to college?  Will your children not go to school simply because you died?  These college 
funding plans won't help you. There are no death benefits attached. 

What if the investment assets within the college account go down in value due to market fluctuation? You may not have enough money 
set aside to pay for your children's education, and you will have to come up with more money. You also are not allowed to write off any 
losses on your tax return if you lose money in college-funding plans. 

All these disadvantages of predesigned tax-advantage college-funding plans are not even the main problem.  If you have funds set 
aside for college in a pre-designed college funding plan, that money must be spent on college costs. What if your child doesn't go to 
college? Your tax deferral is gone, and you will pay income taxes at your ordinary income tax rates when you take the money out of the 
plan, 

rather than paying capital gains taxes. 

But even if your child does go to college. Once the money has been used to pay for college, you have no more use of it. It is gone. It no 
longer is available to you to use it again and again for other needs, such as retirement. The main problem, then, is that these plans 
have a large lost-opportunity cost. 

What should you do?  

How can you pay for college and retain the opportunity to utilize your money again later for retirement income.  

You should start college planning early in your children’s lives. You should avoid using a pre-designed product for college funding. Do 
not tie up money and keep it in one place for only one use. Winning that game is difficult.  People fail to realize the lost-opportunity cost 
of these programs because they have been taught to focus on the needs for funds rather than the efficient use of money. They get 
caught up in the emotional aspect of college education for the children, which is the battle, while they lose the war. 

One of the keys to sound planning for college is not to relinquish all your assets in order to fund your children's college education costs. 
Instead, an efficient and effective strategy is to simultaneously take advantage of every possible aid program, tax advantage, leveraging 
technique, and cash flow strategy available.  This allows you to maintain the greatest amount of wealth-building potential. The best plan 
is a combination of financial products and strategies, not one product acting alone. 

 

 

 



The Leap Model helps clients better understand their current and future financial strategies. The Leap Model, in combination with 
Leap’s financial calculators, helps financial professionals and clients arrive at specific financial conclusions. Oftentimes, one of these 
conclusions is that the client’s present financial position is uncoordinated and inefficient, which makes it a challenge for clients to meet 
their short- and long-term objectives such as funding college. In order to help clients, have a better opportunity to reach their short- and 
long-term objectives, the financial professional uses the Leap Model, financial calculators, and other resources to present and verify 
various financial strategies from which clients can choose. 

 

Your free no-obligation consultation will include a tour of the LEAP Model and how it may help 
engineer a strategy to fund college with little to no-additional out-of-pocket outlay. 
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