
SAMPLE QUESTIONS AND ANSWERS 
The Education Plan 

 

LET’S START WITH THE BASICS:  WHAT IS A 529 COLLEGE SAVINGS PLAN? 
It's a tax-advantaged way for families to save money for education-related expenses – including 
tuition, room and board, books, fees and computer equipment.  "529" refers to the section of the IRS 
Code that created these plans. 
 
Once money is contributed to the plan it grows tax free, and if it is used for education expenses it is 
distributed tax free. 
 

THIS PLAN IS SPONSORED BY THE STATE OF NEW MEXICO? 
Yes.  The plan is overseen by the Education Trust Board of New Mexico – a state agency. 
 

WHAT IS NM’S 529 COLLEGE SAVINGS PLAN CALLED? 
New Mexico’s plan is called “The Education Plan”. 
 

WHY DOES THE STATE SPONSOR THE EDUCATION PLAN? 
The underlying interest of the state is having more kids going on to higher education – and coming out 
of college with less debt. 
 

CAN YOU USE THE MONEY IN YOUR TEP ACCOUNT FOR ANY SCHOOLS OR JUST FOR SCHOOLS IN NM? 
Unlike the Lottery Scholarship, the money can be used for any school that is qualified to receive federal 
financial aid for its students.  And, beyond geography, it can be used for two- and four-year colleges as 
well as vocational schools.  It can even be used for graduate school. 
 

MANY STATES OFFER 529 COLLEGE SAVINGS PLANS. WHY IS NM’S PLAN DIFFERENT FROM OTHERS? 
Contributions to the New Mexico plan are deductible on your NM state return if used to pay for post-
secondary educational expenses.  That is not the case for out-of-state plans. 
 
In addition, The Education Plan is among the lowest cost 529 plans in the country.  Depending on the 
investments you choose, we recently lowered our fees on average by 38% -50%. 
 

HOW IS THE MONEY PUT INTO THE PROGRAM INVESTED? 
A  TEP account is an investment account.  When you open the account, you make choices about how 
you would like your funds invested.  If you are comfortable with choosing investment options, you can 
customize your account. 
 
If you prefer, you can choose age-based options where you basically set it and forget it.  The 
investments start out more aggressive when the child is young - and get more conservative as they get 
closer to the age where the funds will be drawn out for higher education expenses.  
 
If you are not comfortable making investment decisions the program also offers a default investment 
option. 
 

CAN ANYONE OPEN AN ACCOUNT? 
Yes.  Anyone can open an account.  Parents can open them for their children.  Aunts and uncles can 
open accounts for their nieces and nephews.  Grandparents can open accounts for their grandchildren.  



You can open an account for anyone.  You can even open an account for yourself - and put it towards 
your own education.  
 
Another great feature is that family and friends can give a gift into your 529 account.  This is great for 
birthdays, holidays and other special occasions.  
 

SO, YOU DON’T HAVE TO BE RELATED TO THE BENEFICIARY? 
You do not have to be related.   
 

HOW DOES SOMEBODY OPEN AN ACCOUNT? 
Anybody can open an account online.  You just go to TheEducationPlan.com.  There are prompts there 
to take you through the process.  You just need the beneficiary’s social security number or TIN.  It 
takes about 15 minutes.  You can also speak with a call center representative at 1-877-EDPLAN8. 
 

HOW MUCH MONEY DO I NEED TO GET STARTED? 
There is no minimum contribution required to open an account, and contributions can be made 
whenever the account owner chooses –there is no obligation to make contributions. 
 

ONCE I OPEN AN ACCOUNT, HOW DO I ADD TO IT? 
You can mail a check.  But, the easiest way is to set it up to be linked to your bank account.  You can 
direct money to be sent on a regular basis or as often or as seldom as is comfortable for your budget.  It 
could be monthly … or on birthdays and holidays … or just once a year in a lump.  It’s totally up to the 
account holder.   
 

IS THERE ANY LIMIT ON CONTRIBUTIONS? 
Once a beneficiary’s account reaches $500,000 you have to stop contributing.  That is a very large sum, 
so as a practical matter, very, very few people ever get there. 
 

WHAT IF THE CHILD I DESIGNATE AS A BENEFICIARY DECIDES NOT TO GO ON TO HIGHER EDUCATION? 
You can designate a new beneficiary.  There is quite a bit of latitude (according to IRS definitions) of 
who can be designated – essentially a relative of the child with one degree of separation up or down. 
 

SUPPOSE I JUST NEED TO GET THE MONEY BACK AND I TAKE IT OUT OF THE ACCOUNT– THEN WHAT 
HAPPENS? 
The IRS makes you pay tax on any gains you have on the money plus a 10% penalty if you distribute 
funds for anything but education expenses.  Similarly, New Mexico tax authorities will require you to 
add back the deductions you took in prior years to your taxable income in the year you take the 
distribution. 
 

DOES HAVING A TEP ACCOUNT AFFECT FINANCIAL AID? 
529 accounts opened by parents are reported on the FAFSA as a parental asset.  Parental assets are 
assessed at a maximum rate of 5.64% in determining the students Expected Family Contribution.  All 
of which is to say, not a big impact.  
 

YOU MENTIONED ENGAGING EMPLOYERS – CAN YOU TELL US A BIT ABOUT THAT? 
Employers can offer TEP as a payroll deduction.  “If We Don’t See It, We Don’t Spend It!’ Right?!  So, for 
employers who have payroll systems that can direct funds out of a paycheck, they can help their 
employees contribute regularly to TEP accounts for their loved ones.  It’s totally free for employers to 



do.  They don’t have to do any government reporting.  They don’t have to match.  It’s a super easy tool 
for enhancing their benefits package and their employee morale. 

 

THIS SOUNDS LIKE A BIG WIN FOR EVERYBODY? 
The data tell us that with $500 saved for higher education, kids are 3 times more likely to attend 
college and 4 times more likely to graduate.  They know somebody believes in them.  With that seed 
planted, dreams can grow.   
 

HOW CAN OUR LISTENERS LEARN MORE? 
They can go online to TheEducationPlan.com.  They also can call us @ 1-877-EDPLAN8.  They can invite 
us to come to their place of business or to an event they are sponsoring.     
 


