


STA TE  O F  ALASKA  BILL VERSION: CSSB 136 (HESS )

1989 L E G IS L A T IV E  SE SS IO N  PUBLISH DATE: A p r i l  7,  1989

FISCAL NOTEREQUEST: ____________ _____ ____________________________
Revision Date.   Aopnrv Af f pr rwl  • E d u c a t i o nT:.iP . A l a s k a  E duca t io n  T r u s t  Fund ; ----- -----Ti'tip • A l a s k a  t a u c a t i o n  t r u s t  t u n a  3 - —•  . R R H -  P o s t s e c o n d a r v  E d u c a t i o n

Sponsor: K e r t t u l a  and  K e l l y  Components G e n e r a l  A d m i n i s t r a t i o n
Requestor: S e n a t e  HESS________________________________________________________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)
O P E R A T IN G F Y  89 F Y  90 F Y  91 F Y  92 F Y  93 F Y  94

PERSONAL SERVICES - 0 - 62 .3 64.1 66 .1 68.1 “ t i t . r ........

TRAVEL
CONTRACTUAL 10.0 10.0 10.0 10.0 10.0
SUPPLIES 1 .5 1.5 , ! , 5 ! .5 1 . 5
EQUIPMENT 7 .4 - 0 - B ^ m . ~ B B - 0 - '
LAND  &  STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

T O T A L  O P E R A T IN G 81.2 75.6 77.6 79.6 8 1 .6

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

81.2 75.6 71 .6 u 79 .6 0 ! . D

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

1 .5 1 .5 I

in

1 .5 1 .5

ANALYSIS : (Attach a separate page if necessary)
P e r s o n a l  s e r v i c e s  i n c lu d e  one p r o f e s s i o n a l  a t  R a n g e  16 and  one  h a l f - t i m e  

s u p p o r t  p e r s o n n e l  a t  Ran ge  9.

A P r o v i d e d  by  t h e  D e p a r t m e n t  o f  R e v e n u e .  w

Prepared b y : R o n a l d  A .  P h i p p s ,  E x e c u t i v e  D i r e c t o r f V *  ' p ^ .  ’465 -2854

Division : A l a s k a  C o m m i s s i o n  on P o s t s e c o n d a r y  E d u c a t i o n  . A p r i l  7. 1989

Approved by Commissioner:   ________________  Date : ____________________
Agency:______________________ _______ ________________________
Distribution (by preparer):

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agency(ies) page  ot —



1989 L E G I S L A T I V E  S E S S I O N

FISCAL NOTE
REQUEST: ______________________________ _

BILL 
PUBLISH DATE:

Revision Dale:______________________________
Title : "An Act Establ ish i  nci the Alaska. 

Education Tn is t -Prepa id  Tu i t ion  Fund 
and Author in 'no  Advance Tu i t io n  Pavment
r n n t r a r t c ; ^nd  P r o v i d i n g  f n r  an_______
E f f e c t i v e  Date

AgencyAffected: University o f  Alaska 
BRU:_________  SPS, UAA. UAF, UAS

Components

Sponsor: Kerttula

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND 4  STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

- n - - 0 - -0- -0- -0- -0-

TOTAL OPERATING -0- - ( ] - -n- -0- -0- -0-

C A P TTA L

REVENUE 1 1o1 > 0 -  ; 1o1* 1 -0- -0- 1 0 1

FUNDING: (Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL -0- 1 0 1 -0- -0- -u- -0-

POSITIONS:
FULL-TIME
PART-TIME-” ---- -
TEMPORARY

ANALYSIS : (Attach a separate pege if necessary)
The fund is self-supporting and should cost the University of Alaska nothing. 

Some administrative time will be required in setting up the fund, this 

should be accommodated through current staffing levels.

Jim Lynch • 474-65 56Prepared by: --------- —    P W  • --------
Diviaoo* Statewide F i a n c e  -— —  ̂ .   rw,.- 2/21/89

Approved by Commissioner: V ice P r e s id e t f e T ^ V ^ t^ ^ g e r s  
Agency:_________________Uni v e r s i  ty trP 'A la sk a  kj
Distribution (by preparer):

Legislative Finance 
Legislative Sponsor 
Requestor
OfEo* of Managancnt and Budget ..
Impacted Agcncy(ie3) PS0 — '—  of



STATE OF ALASKA B i l l  V e r s i o n :  SB 136
1989 LEG ISLAT IVE  SESS IO N  P u b l i s h  D a t e : ___________

F ISCAL  NOTE
REQUEST:
R e v i s i o n  D a t e : A q e n c y  A f f e c t e d :  D e p a r t m e n t  o f  R e v e n u e
T i t l e :  A l a s k a  e d u c a t i o n  t r u s t  f u n d BRU: T r e a s u r y

S p o n s o r :  K e r t t u l a C o m p o n e n t s :
R e q u e s t o r :  S e n a t e  HESS

EXPENDITURES/REVENUES : ( T h o u s a n d s  o f  D o l l a r s )
1
1 OPERATING

1 FY 88 1 FY 89 1 FY 90 1 FY 91 1 FY 92 1 FY 93
1 I 1 1 1 1

| P E n SONAL SERVICES 1 \J 1 0 ! o 1 o 1 o 1 o
| TRAVEL 1 0 1 0 1 o ! o ! o 1 o
| CONTRACTUAL 1 0 1 0 | 4 5 . 0 | 8 4 . 0 | 1 2 7 . 0 | 17 4 .0
| S U P P L IE S 1 0 1 0 0 1 o 1 o 1 o
1 EQUIPMENT 1 0 1 0 ! o i o 1 0 1 0
1 LANDS & STRUCTURES 1 0 1 0 1 o 1 0 ! o 1 0
I GRANTS,  CLAIMS 1 0 1 0 1 0 ! o ! o 1 0
! MISCELLANEOUS 1 0 1 0 ' 0 1 0 1 o ! o
I TOTAL OPERATING 1 0 1 0 | 4 5 . 0 | 8 4 . 0 | 1 2 7 . 0 | 1 7 4 .0

I CAPITAL 1 0 1 0 1 o 1 o 1 o 1 o

1 REVENUE 1 0 1 0 1 o 1 o 1 o 1 o

FUNDING: ( T h o u s a n d s  o f  D o l l a r s )
| GENERAL FUND 1 o | 0 1 0 1 o 1 o 1 0
| FEDERAL FUNDS 1 o | 0 1 0 1 o 1 o 0
| OTHER i o | 0 | 45.0 | 84.0 | 127.0 I 174.0
1 TOTAL 1 0  1 0 | 45.0 || 84.0 | 127.0 | 174.0

P O S IT IO N S :
| FULL-TIM E 1 0 | 0 1 o | 0 1 o 1 o
j PART-TIM E 1 0 i 0 1 o | 0 1 o 1 o
1 TEMPORARY _ 0  1 0 1 o | 0 1 0 1 o

AN A L Y S IS : a t t a c h  a  s e p a r a t e  p a g e  f o r  a n a l y s i s .

P r e p a r e d  B y :  M i l t  B a r k e r  / / F ) _____________________________  _______  P h o n e : 465-2350
D i v i s i o n :  T r e a s u r y _______________________________________________________ D a t e :  __________________

A p p r o v e d  b y  C o m m i s s i o n e r :  D a t e :  _______________
A g e n c y :  D e p a r t m e n t  o f  R e v e n u e _______________________________________

D i s t r i b u t i o n  ( b y  p r e p a r e r ) :
L e g i s l a t i v e  F i n a n c e  
L e g i s l a t i v e  S p o n s o r  
R e q u e s t o r
O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t
I m p a c t e d  A g e n c y ( i e s )  p a g e __________ o f



S T A T E  O F  A L A S K A  BILL VERSION: __sb 136

1989 L E G IS L A T IV E  S E SS IO N  PUBLISH DATE : J a n u a r y  23 ,  1989

FISCAL NOTE
REQUEST:

Revision Date :---------------------------------  Agency Affected : E d u c a t i o n
T itle : A l a s k a  E d u c a t i o n  T r u s t  F u n d  g g y . P o s t s e c o n d a r v  E d u c a t i o n

Sponsor: K e r t t u l a ________   f n m p n n w t c  • G e n e r a l  A d m i n i s t r a t i o n
Requestor: S p n a t p  H E S S ___________________________  ___________________________________________________________

EXPEND ITURES /REVENUES : (Thousands of Dollars)

OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND A STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

- 0 - 6 2 .3 6 4 . L / 6 6 . 1 6 8 . 1 7 0 . 1

10 .0 1 J  o ,o . 1 0 , 0 1 0 . 0 1 0 .0
1 .5 1 .5 . 1 . 5 1 .5 1 . 5
: / 4  . - 0 - - 0 -

TOTAL OPERATING 81 .2 75 .6 7 7 . 6 7 9 .6 8 1 .6

CAPITAL

REVENUE *

FUND ING : (Thousands o f Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

/
8 1 . 2  C / 3 - 6 / >1 .6 79 .6 i l l .  6

PO S IT IO N S :

FULL-TIME 1 .5 1 .5 1 .5 1 .5 1 .5
PART-TIME
TEMPORARY

ANALYS IS : (Attach a separate page i f  necessary)

P e r s o n a l  s e r v i c e s  i n c l u d e  o n e  p r o f e s s i o n a l  a t  R a n g e  16 a n d  o n e  h a l f - t i m e  
s u p p o r t  p e r s o n n e l  a t  R a n g e  9 .

'••P ro v i d ed  b y  t h e  D e p a r t m e n t  o f  R e v e n u e .
Prepctxi b y : R o n a l d  A.  P h i p p s .  E x e c u t i v e  D i r e c t o r  Photic i  465-2854
D iv is ion : A l a s k a  C o m m i s s i o n  o n  P o s t s e c o n d a r v  E d u c a t i o n  tv.«» . F e b r u a r y  14, 1989

Approved by Commissioner:  , a D a t t :_________________
Agency :     ______  j

Distribution (by preparer) :
Legislative Finance 
Legislative Sponsor 
Requestor
Office o f Management and Budget ^
Impacted Ageccy(iea) page---------of



A l a s k a  E d u c a t i o n  T r u s t  F u n d  

I n v e s t m e n t  M a n a g e m e n t  E x p e n s e s

( 1 ) (2 )

(i

())

Mi 11 ions)

(4) <5/ (6 ) (7) (8 ) (9) 

(S oon )

( 1 0 ) ( 1 1 ) »

Fiscal 

{■■ ir

fie) i nni n g 

1 1 1 ! a n ee

P e r m a n e n t  

F u n d  

In v i d o n d s C o n t r i b ut  ions

A v e r a g e  

ni lance E a r n  1 ngn
E n d i n g

B a l a n c e

S e c u r i t i e s

S a f e k e e p i n g

F e e s

C o m m o n

S t o c k

M a n a g e m e n t

Fees

P e r f o r m a n c e

M e a s u r e m e n t

F e e s

A u d it T otal

FO'*s

t n o 0 a GO 23 14 I 24 I 22 1 2 1 0 45

t n i 24 477 24 39 3 51 2 GO 1 2 1 0 04

FT 92 51 471 24 GO 0 80 3 1 0 2 1 2 1 0 127

FY9 1 •>(J 4 CO 23 90 B 111 5 147 1 2 10 174

not •.* o I

l . C o l u m n  G, prior year

2 . F r o m  " R e v e n u e  S o u r c e s , "  Fall 19B8, D e p a r t m e n t  of R e v e n u e

3. 5t of C o l u m n  2, a s s u m i n g  5i p a r t i c i p a t i o n  by d i v i d e n d  r e c i p i e n t s ;  initial p a r t i c i p a t i o n  in a s i m i l a r  

of t h e  p o p u l a t i o n

Fl o r i d a  p r o g r a m  w a s  .374

4 . C o l u m n  1 ♦ ( 7 . 5 / 1 2 ) ( C o l u m n  3) a s s u m i n g  t r a n s f e r  to trust fund o c c u r s  on a v e r a g e  on tlovember 15; a l s o  

first four y e a r s  of t h e  p r o g r a m

a s s u m e s  no p a y o u t s  d u r i n g

5. 81 x C o l u m n  4

6 . C o l u m n  1 ♦ c o l u m n  3 ♦ C o l u m n  5

7. C o l u m n  4 x 5 . 2 5 / / $ 1 0 0 0  p e r  c o n t r a c t

0. C o l u m n  4 x . 3 1 1 ,  per c o n t r a c t  x 501. a s set a l l o c a t i o n  to c o m m o n  s t o c k s

9. Per c o n t r a c t

1 0 . T r e a s u r y  D i v i s i o n  e s t i m a t e

11. C o l u m n s  7 + 8 ♦ 9,



University of Alaska
Fairbanks, Alaska 99775-5260

A p r i l  11, 1 9 8 9

1 4 igsg

T h e  H o n o r a b l e  J a l m a r  M. (Jay) K e r t t u l a  

431 N o r t h  F r a n k l i n  

J u n e a u ,  A K  9 9 8 1 1

RE: R e v i s e d  F i s c a l  N o t e  f o r  C S S B  1 3 6  ( H ESS)

D e a r  S e n a t o r  K e r t t u l a :

E n c l o s e d  is a c o p y  o f  t h e  U n i v e r s i t y ' s  f i s c a l  n o t e  f o r  
C S S B  1 3 6  ( H E S S ) . A  F A X  c o p y  o f  t h e  r e v i s e d  f i s c a l  n o t e  w a s  
s e n t  t o  S e n a t o r  F i s c h e r  t o d a y  p e r  h i s  r e q u e s t .

If y o u  h a v e  a n y  q u e s t i o n s  a b o u t  t h e  n o t e ,  p l e a s e  d o  n o t  
h e s i t a t e  t o  c o n t a c t  m e  o r  M a r s h a  H u b b a r d ,  d i r e c t o r  o f  

S t a t e w i d e  B u d g e t ,  at 4 7 4 - 7 5 9 3 .

S i n c e r e l v r  >

I ^ r i a n  d (  r o v e r s

V i c e  P r e s i d e n t  f o r  F i n a n c e

B D R / p e

E n c l o s u r e

c c :  A l i s o n  E l g e e ,  D i v i s i o n  D i r e c t o r  f o r  O f f i c e  o f  M a n a g e m e n t

& B u d g e t
G i n a  S p a r t z ,  A d m i n .  A s s i s t a n t  f o r  L e g i s l a t i v e  F i n a n c e  

D i v i s i o n  

j  S e n a t o r  T i m  K e l l y  J S e n a t o r  P a u l  F i s c h e r
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ST A T E  O F  ALASK A  BILL VERSION: _CSSB 136 (HESS)

1989 L E G IS L A T IV E  S E S S IO N  PUBLISH DATE : i /pr/flo__________

REQUEST:
FISCAL NOTE

Revision Date: 4/11/89 Agency Affected: U n i v e r s i t y  o f  A l a s k a  
B R U : S P S ,  UAA ,  U A F ,  UAS_______________T i t l e : " A n  A c t  E s t a b l i s h i n g  t h e  A l a s k a

Frh)r>at.-ion TriiBt-Pro-ntn* H Tin' + -inn FnnH. _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

a n d  A i i t h o r i f l i n p  A d v a n c e  T i l l t , i n n  Payment . Components : ----------------------------------------------
C o n t r a c t s :  an d  P r o v i d i n g  f o r  an  S p o n s o r ;  K e r t t u l a ,  K e l l y

E f f e c t i v e  D a t e . "  R e q u e s t o r :  F i s c h e r

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

-0- -0- -0- -0- -0- -0-

-0- -0- -0- -0- -0- -0-
TOTAL OPERATING

CAPITAL |

REVENUE -0- -0- -0- -0- -0- -0-

FUNDING: (Thousands of Dollars)

GENERALFUND 
FEDERAL FUNDS 
OTHER

. m ______ . _____.til- -0- -.Q- .
_n_ . -0-

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : (Attach a separate page if necessary)
T h e  f u n d  i s  s e l f - s u p p o r t i n g  an d  s h o u ld  c o s t  t h e  U n i v e r s i t y  o f  A l a s k a  n o t h i n g .  

Some a d m i n i s t r a t i v e  t im e  w i l l  b e  r e q u i r e d  i n  s e t t i n g  up t h e  f u n d ,  t h i s  

s h o u ld  b e  a c c o m m o d a t e d  th r o u g h  c u r r e n t  s t a f f i n g  l e v e l s .

Ptpmdby: M a rs h a  H u b b a r d - y ^   474-6490

Division : St.at.ow-ide. )_______________ _ O^te: „4/l 1 ,/8.9.
Approved by Commissioner: Vice P p ^ i ^ ^ T a h  Rogers ^ . 4/11/89 
Agency : Hn i r .qi t .y  cri' A1 -a g>o

Distribution (by preparer):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 1
Impacted Agency(ies) page----  of



STATE OF ALASKA 
1989 LEG ISLAT IVE  S E SS IO N

B i l l  V e r s i o n :  CS SB 136 (HESS) 
P u b l i s h  D a t e :  __

F ISC A L  NOTE
REQUEST:
R e v i s i o n  D a t e : _ _____________________________
T i t l e :  A l a s k a  e d u c a t i o n  t r u s t  f u n d

A g e n c y  A f f e c t e d :  D e p a r t m e n t  o f  R e v e n u e  
BRU: T r e a s u r y ______________________________________

S p o n s o r : S e n a t e  HESS C o m p o n e n t s : ,
R e q u e s t o r :  S e n a t e  HESS

EXPENDITURES/REVENUES:  ( T h o u s a n d s  o f  D o l l a r s )
1
! OPERATING

1 FY 88 1 FY 89 1 FY 90 1 FY 91 1 FY 92 1 FY 93

1 I 1 1 1 1
[ PERSONAL SERVICES 1 0 1 0 i o 1 o 1 o 1 o
i TRAVEL 1 0 1 0 1 o 1 o ! o 1 0
| CONTRACTUAL 1 0 1 0 | 45.0 | 84.0 | 127.0 | 174.0

! S U P P L IE S 1 0 1 u 1 o 1 o 1 o 1 o
| EQUIPMENT 1 0 1 0 ! o I 0 ; o I o

LANDS & STRUCTURES 1 0 1 0 i o ! o 1 o 1 0
j GRANTS, CLAIMS 1 0 1 0 i 0 ! o 1 o ! o
1 MISCELLANEOUS 1 0 1 0 ! o 1 0 ! o ! o
1 TOTAL OPERATING 1 0 I 0 | 45.0 | 84.0 | 127.0 | 174.0

1 CAPITAL 1 o 1 0 1 0 1 0 - 11 C 1 o

I REVENUE 1 o 1 0 1 0 1 0 1 0 1 o

FUNDING: ( T h o u s a n d s  o f  D o l l a r s )
| GENERAL FUND | 0 1 0 1 0 1 0 1 0 1 o
| FEDERAL FUNDS | 0 1 0 1 0 1 0 1 0 ! o
| OTHER j 0 1 0 | 45.0 1| 84.0 1 127.0 | 174.0
1 TOTAL 1 0 1 0 | 45.0 1| 84.0 | 127.0 | 174.0

P O S I T I O N S :
| FULL-TIME | 0 1 0 1 o | o 1 0 1 o
1 PART-T IME | 0 1 0 ! o | o i 0 ! 0
1 TEMPORARY I 0 1 0 1 o | o 1 0 1 0

AN A LY S IS : a t t a c h  a  s e p a r a t e  p a g e  f o r  a n a l y s i s .

/ $ 5  ’

D i v i s i o n :  T r e a s u r y  / J v ,
. __

D a t e :
............

A p p r o v e d  b y  C o m m i s s i o n e r /.Y / u D a t e :
A q e n c y :  D e p a r t m e n t  . o f - ' R e v e n u e  /

P h o n e :  455-2350
T E E E M -

D i s t r i b u t i o n  ( b y  p r e p a r e r ) :  
L e g i s l a t i v e  F i n a n c e  
L e g i s l a t i v e  S p o n s o r  
R e q u e s t o r
O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  
I m p a c t e d  A g e n c y ( i e s ) page of



—

A l a s k a  E d u c a t i o n  T r u s t  F u n d  
I n v e s t m e n t  M a n a g e m e n t  E x p e n s e s

(1) (2) (3)

($ M i l l i o n s )

(4) (5) (6) (7) {8) (9) 

(fcOOO)

(10) (11)

F i s c a l
Y e a r

B e g i n n i n g
B a l a n c e

P e r m a n e n t
F u n d

D i v i d e n d s C o n t r i b u t i o n s
A v e r a g e
B a l a n c e E a r n i n g s

E n d i n g
B a l a n c e

S e c u r i t i e s
S a f e k e e p i n g

F e e s

Common
S t o c k  P e r f o r m a n c e  

M a n a g e m e n t  M e a s u r e m e n t  
F e e s  F e e s

A u d i t T o t a l
F e e s

FY90 0 460 23 14 1 24 1 22 12 10 45
FY91 24 477 24 39 3 51 2 60 12 10 84
FY92 51 471 24 66 5 80 3 102 12 10 127
FY93 80 466 23 95 8 111 5 147 12 10 174

N o t e s :
1 .  C o l u m n  6,  p r i o r  y e a r
2 .  F r o m  " R e v e n u e  S o u r c e s , "  F a l l  1988 ,  D e p a r t m e n t  o f  R e v e n u e
3 .  5% o f  C o l u m n  2,  a s s u m i n g  5% p a r t i c i p a t i o n  b y  d i v i d e n d  r e c i p i e n t s ;  i n i t i a l  p a r t i c i p a t i o n  i n  a  s i m i l a r  F l o r i d a  p r o g r a m  w a s  .37% 

o f  t h e  p o p u l a t i o n
4 .  C o l u m n  1 + ( 7 . 5 / 1 2 ) ( C o l u m n  3) a s s u m i n g  t r a n s f e r  t o  t r u s t  f u n d  o c c u r s  o n  a v e r a g e  o n  N o v e m b e r  15;  a l s o  a s s u m e s  n o  p a y o u t s  d u r i n g  

f i r s t  f o u r  y e a r s  o f  t h e  p r o g r a m
5 .  8% x C o l u m n  4
6 .  C o l u m n  1 + c o l u m n  3 + C o l u m n  5
7.  C o l u m n  4 x 5 . 2 5 ^ / ^ 1 0 0 0  p e r  c o n t r a c t
8 .  C o l u m n  4 x .31% p e r  c o n t r a c t  x 50% a s s e t  a l l o c a t i o n  t o  common  s t o c k s
9 .  P e r  c o n t r a c t  1

10 .  T r e a s u r y  D i v i s i o n  e s t i m a t e
11.  C o l u m n s  7 + 8 + 9 .
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T O S e n a t o r  P a u l  F i s c h e r ,  C h a i r  
S e n a t e  H E S S  C o m m i t t e e

S U B J E C T

F R O M : S e n a t o r  J a y  K e r t t u l

S e n a t e  B i l l  136, E d u c a t i o n  T r u s t  F u n d

A t  t h e  M a r c h  15 c o m m i t t e e  h e a r i n g  o n  S e n a t e  B i l l  136, t h e  
m e m b e r s  o f  t h e  c o m m i t t e e  r e q u e s t e d  t h a t  I p r o v i d e  t h e  
f o l l o w i n g  i n f o r m a t i o n :

1) W h a t  d e g r e e  o f  p a r t i c i p a t i o n  i n  t h e  p r o g r a m  w o u l d  b e  
r e q u i r e d  i n  o r d e r  f o r  t h e  a d m i n i s t r a t i v e  c o s t s  t o  b e  c o v e r e d  
a n d  f o r  t h e  p r o g r a m  t o  p a y  f o r  i t s e l f ?

2) C o u l d  t h e  U n i v e r s i t y  a d m i n i s t e r  t h e  p r o g r a m  r a t h e r  t h a n  
t h e  D i v i r i o n  o f  P o s t s e c o n d a r y  E d u c a t i o n ?

P A R T I C I P A T I O N  A N D  A D M I N I S T R A T I V E  C O S T S

T h e  D e p a r t m e n t  o f  R e v e n u e  f i s c a l  n o t e  h a s  b e e n  p r e p a r e d  u s i n g  
c e r t a i n  a s s u m p t i o n s :

a) T h e  D e p a r t m e n t  h a s  a s s u m e d  p a r t i c i p a t i o n  t o  b e  5 %  o f  
t h e  p e r m a n e n t  f u n d  d i v i d e n d  r e c i p i e n t s ;

b) T h e  D e p a r t m e n t  a s s u m e s  a n  8% r a t e  o f  r e t u r n  o n  
i n v e s t m e n t s  w h i c h  t h e  D e p a r t m e n t  c o n s i d e r s  t o  b e  a 
c o n s e r v a t i v e  a s s u m p t i o n ;  t h e  s t a t e ' s  i n v e s t m e n t s  a r e  r u n n i n g  

a b o v e  9%.

c) T h e  D e p a r t m e n t  a s s u m e s  t h a t  n o  p a y m e n t s  w i l l  b e  m a d e  

d u r i n g  t h e  f i r s t  f o u r  y e a r s .

T h e  f i s c a l  n o t e  i n d i c a t e s  t h a t  t h e  e a r n i n g s  o f  t h e  f u n d  w i l l
f a r  s u r p a s s  t h e  a d m i n i s t r a t i v e  c o s t s .

I a l s o  a s k e d  t h e  D e p a r t m e n t  t o  c o n s i d e r a b l y  r e d u c e  t h e
p e r c e n t a g e  o f  p a r t i c i p a t i o n  i n  t h e  p r o g r a m  a n d  t o  t e l l  m e  a t
w h a t  p o i n t  t h e  p r o g r a m  w o u l d  b e  o p e r a t i n g  a t  a l o s s .  E v e n  a t  
a  . 0 5 %  r a t e  o f  r e t u r n  ( 2 3 0  p a r t i c i p a n t s ) ,  t h e  e a r n i n g s  a r e  
s t i l l  s u f f i c i e n t  t o  c o v e r  e x p e n s e s .



A s  a  m a t t e r  o f  f a c t ,  a t  s u c h  a m i n i m a l  r a t e  o f  p a r t i c i p a t i o n ,  

t h e  D e p a r t m e n t  s u g g e s t e d  t h a t  i t  w o u l d  b e  b e t t e r  t o  f o r e g o  a 
s e p a r a t e  a c c o u n t  a n d  t h e  r e s u l t i n g  p e r f o r m a n c e  a n d  a u d i t  fee s ,  
a n d  p o o l  t h e  m o n i e s  f r o m  t h e  t r u s t  f u n d  w i t h  t h e  l a r g e r  c o r p u s  

o f  i n v e s t m e n t s ;  i t  i s  s o m e t i m e s  d i f f i c u l t  t o  g e t  a g o o d  r a t e  
o f  r e t u r n  o n  a v e r y  s m a l l  i n v e s t m e n t .

F u r t h e r m o r e ,  p r e s e n t l y ,  t h e  U n i v e r s i t y  o f  A l a s k a  h a s  a n  a n n u a l  

5 %  i n c r e a s e  i n  t u i t i o n  c o s t s .  E v e n  i f  w e  a s s u m e  t h a t  t h e  
t u i t i o n  c o s t s  i n c r e a s e  a t  a r a t e  o f  7 %  ( w h i c h  i s  t h e  n a t i o n a l  
a v e r a g e ) , t h e  0% r a t e  o f  r e t u r n  o n  i n v e s t m e n t s  a s  a n t i c i p a t e d  
b y  t h e  D e p a r t m e n t  o f  R e v e n u e  w o u l d  k e e p  u p  w i t h  t h e  t u i t i o n  
c o s t s .

A D M I N I S T R A T I O N  O F  T H E  P R O G R A M

I h a v e  t a l k e d  w i t h  t h e  U n i v e r s i t y  o f  A l a s k a  r e g a r d i n g  t h e  
U n i v e r s i t y ' s  a b i l i t y  t o  a d m i n i s t e r  t h e  E d u c a t i o n  T r u s t  F u n d .  
F r o m  a  p u r e l y  t e c h n i c a l  s t a n d p o i n t ,  t h e  U n i v e r s i t y  o f  A l a s k a  
c o u l d  a d m i n i s t e r  t h e  p r o g r a m .  H o w e v e r ,  f r o m  a p o l i c y  
p e r s p e c t i v e ,  t h e r e  a r e  s e v e r a l  r e a s o n s  w h y  a n  E d u c a t i o n  T r u s t  
F u n d  w o u l d  b e s t  b e  a d m i n i s t e r e d  t h r o u g h  t h e  D i v i s i o n  o f  
P o s t s e c o n d a r y  E d u c a t i o n :

a) o t h e r  s t a t e s  h a v e  f o u n d  a p o t e n t i a l  c o n f l i c t  o f  
i n t e r e s t  b e t w e e n  t h e  U n i v e r s i t y  a n d  t h e  E d u c a t i o n  T r u s t  F u n d .  
T h e  t h r u s t  o f  a n  a d v a n c e  t u i t i o n  p r o g r a m  i s  t o  k e e p  t h e  
t u i t i o n  c o s t s  l o w  s o  t h a t  t h e  t r u s t  f u n d  c a n  k e e p  u p  w i t h  
i n f l a t i o n  a n d  o p e r a t e  i n  t h e  b l a c k .  O n  t h e  o t h e r  h a n d ,  t h e  
u n i v e r s i t i e s ,  w h o  d e p e n d  o n  t h e  t u i t i o n  r a t e s , m a y  w e l l  b e  
i n t e r e s t e d  i n  r a i s i n g  t h e  t u i t i o n  r a t e s .  T h i s  h a s  b e e n  t h e  
c a s e  i n  M i c h i g a n .

b)TIie c h o i c e  o f  a n  a d m i n i s t r a t o r  c o u l d  a f f e c t  a n  I R S  
r u l i n g .  I n  F l o r i d a ,  t h e  a t t o r n e y  w h c  h e l p e d  t o  w r i t e  t h a t  
s t a t e ' s  t u i t i o n  p l a n ,  h a s  i n d i c a t e d  t h a t  t h e  I R S  r u l i n g  o n  
M i c h i g a n  w i l l  n o t  h a v e  a " l a r g e  i m p a c t  o n  F l o r i d a ' s  
p r o g r a m . . . b e c a u s e  i t s  t r u s t  i s  a n  e n t i t y  o f  t h e  s t a t e  u n l i k e  
M i c h i g a n ' s  M E T .

S i m i l a r l y ,  i f  t h e  U n i v e r s i t y  o f  A l a s k a  w e r e  t o  a d m i n i s t e r  
t h e  p r o g r a m ,  i t  w o u l d  b e  d o ^ e  t h r o u g h  a p r i v a t e  f o u n d a t i o n ;  
w i t h  P o s t s e c o n d a r y  E d u c a t i o n  m a n a g i n g  t h e  p r o g r a m ,  t h e  t r u s t  
f u n d  w o u l d  b e  c o n s i d e r e d  a s t a t e  e n t i t y ,  s i m i l a r  t o  F l o r i d a ' s  
p r o g r a m .

c) T h e  l e g i s l a t i o n ,  a s  p r e s e n t l y  w r i t t e n ,  i s  f l e x i b l e ;  
r e f u n d s  m a y  b e  a p p l i e d  t o  i n s t i t u t i o n s  o t h e r  t h a n  t h e  
U n i v e r s i t y  o f  A l a s k a .  T h e  U n i v e r s i t y  h a s  i n d i c a t e d  t h a t ,  
u n d e r  t h i s  c i r c u m s t a n c e ,  t h e  p r o g r a m  w o u l d  b e s t  b e  m a n a g e d  b y  
t h e  D i v i s i o n  o f  P o s t s e c o n d a r y  E d u c a t i o n .

I n  s u m ,  t h e  U n i v e r s i t y  h a s  i n d i c a t e d  t h a t  t h e y  s u p p o r t  t h e  
l e g i s l a t i o n  a s  i t  i s  c u r r e n t l y  w r i t t e n .
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To: S e n a t o r  P a u l  F i s h e r ,  C h a i r  
M e m b e r s ,  S e n a t e  H E S S  C o m m i t t e e

R e S e n a t e  B i l l  No. 136; " A n  A c t  e s t a b l i s h i n g  t h e  
A l a s k a  e d u c a t i o n  t r u s t  fui.d a n d  a u t h o r i z i n g  
a d v a n c e  t u i t i o n  p a y m e n t  c o n t r a c t s ;  a n d  p r o v i d i n g  
f o r  a n  e f f e c t i v e  d a t e . "

N E A - A l a s k a  s u p p o r t s  a n d  e n c o u r a g e s  y o u r  f a v o r a b l e  
c o n s i d e r a t i o n  o f  S B  136.

S B  1 3 6  e f f e c t i v e l y  s e r v e s  t h e  p u b l i c  i n t e r e s t  i n  A l a s k a  i n  
a t  l e a s t  t h r e e  w a y s  i n  a d d i t i o n  t o  t h e  c r e a t i o n  o f  t h e  
A l a s k a  E d u c a t i o n  T r u s t  F u n d  i t s e l f .

I t  p r o v i d e s  a n  i n c e n t i v e  f o r  an i n d i v i d u a l  t o  s a v e  m o n e y  
t o w a r d  t h e  c o s t  o f  a t t e n d i n g  t h e  U n i v e r s i t y  o f  A l a s k a ,  it  
f o c u s e s  o n  t h e  i m p o r t a n c e  o f  r.lanning f o r  t h e  f i n a n c i a l  
n e e d s  a t t e n d a n t  t o  h i g h e r  ed> ..ation, a n d  i t  e l e v a t e s  t h e  
s i g n i f i c a n c e  o f  t h e  U n i v e r s i t y  o f  A l a s k a  a s  a l e g i t i m a t e  
o p t i o n  a s  t h e y  a n d  t h e i r  p a r e n t s  a n d  f r i e n d s  m a k e  p l a n s  f o r  
p o s t  s e c o n d a r y  e d u c a t i o n .

A d d i t i o n a l l y ,  it w i l l  b r i n g  g r e a t e r  e m p h a s i s  t o  t h e  
i m p o r t a n c e  o f  t h e  r o l e  o f  t h e  U n i v e r s i t y  i n  m e e t i n g  t h e  
f u t u r e  n e e d s  o f  t h e  S t a t e  t h r o u g h  m e a n i n g f u l  p r o g r a m s  a n d  
s e r v i c e s  f o r  i t s  s t u d e n t s .

P l a n n i n g  f o r  h i g h e r  e d u c a t i o n  i s  e s s e n t i a l ,  f i n a n c i a l  
p l a n n i n g  e v e n  m o r e  so. S B  13 6 p r o v i d e s  a n  i n c e n t i v e  f o r  
s t u d e n t s  t o  a s p i r e  a n d  t o  a t t e n d  t h e  U n i v e r s i t y  o f  A l a s k a .

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n  o f  o u r  p o s i t i o n .

R e s p e c t f u l l y  s u b m i t t e d ,

B o b  M a n n e r s  

E x e c u t i v e  S e c r e t a r y

cc: S e n a t o r  J a y  K e r t t u l a

P o s i t i o n  P a p e r s
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S e c . 1 4 . 4 2 . 4 1 0

S e c . 1 4 , 4 2 . 4 2 0

S e c . 1 4 . 4 2 . 4 3 0

S e c . 1 4 . 4 2 . 4 4 0

E s t a b l i s h e s  t h e  A l a s k a  E d u c a t i o n  T r u s t  f u nd.  
C o n t r i b u t i o n s  c o n s i s t  o f  a n  i n d i v i d u a l ' s  
p e r m a n e n t  f u n d  d i v i d e n d s ,  c a s h  c o n t r i b u t i o n s ,  
l e g i s l a t i v e  a p p r o p r i a t i o n s ,  g i f t s ,  b e q u e s t s ,  
c o n t r i b u t i o n s  o f  i n d i v i d u a l  a s s e t s  a n d  e a r n i n g s  

f r o m  t h e  f u n d .

E s t a b l i s h e s  t h a t  t h e  a s s e t s  o f  t h e  f u n d  m a y  b e  
u s e d  t o  m a k e  p a y m e n t s  t o  t h e  U n i v e r s i t y  o f  
A l a s k a  f o r  q u a l i f i e d  b e n e f i c i a r i e s ( s t u d e n t s )

A s s e t s  m a y  b e  u s e d  t o  m a k e  r e f u n d s  a n d  t o  p a y  
t h e  a d m i n i s t r a t i v e  c o s t s  o f  t h e  f u n d

E s t a b l i s h e s  t h e  C o m m i s s i o n e r  o f  R e v e n u e  a s  t h e  
t r e a s u r e r  o f  t h e  f u n d  a n d  s e t s  o u t  t h e  d u t i e s  

o f  t h e  C o m m i s s i o n e r .

T h e  D e p a r t m e n t  o f  R e v e n u e  w i l l  a d m i n i s t e r  a n d  
i n v e s t  t h e  a s s e t s  o f  t h e  f u n d  a n d  w i l l  r e p o r t  
t o  t h e  P o s t s e c o n d a r y  E d u c a t i o n  C o m m i s s i o n

S e t s  o u t  t h e  p r o v i s i o n s  f o r  c o n t r i b u t i o n s  t o  
t h e  Alaska. E d u c a t i o n  F u n d  w h i c h  a r e  e i t h e r  
c a s h  o r  p e r m a n e n t  f u n d  d i v i d e n d s .

T h e  C o m m i s s i o n  o n  P o s t s e c o n d a r y  E d u c a t i o n  is 
t h e  a g e n c y  w h i c h  w i l l  c o n t r a c t  w i t h  a p u r c h a s e r  
f o r  a n  a d v a n c e  t u i t i o n  p a y m e n t  f o r  t h e  
U n i v e r s i t y  o f  A l a s k a .

E s t a b l i s h e s  t h e  g u i d e l i n e s  f o r  p a y m e n t  p l a n s  

a n d  r e f u n d s

E s t a b l i s h e s  t h e  p r o v i s i o n s  w h i c h  a r e  t o  b e  
i n c l u d e d  i n  t h e  a d v a n c e  t u i t i o n  c o n t r a c t s  a n d  
i n c l u d e s  b u t  i s  n o t  l i m i t e d  t o  p r o v i s i o n s  f o r  
t e r m i n a t i o n  o f  a c o n t r a c t ,  p r o v i s i o n s  f o r  
d e a l i n g  w i t h  a q u a l i f i e d  b e n e f i c i a r y  w h o  is n o  
l o n g e r  a s t a t e  r e s i d e n t

S e c . 1 4 . 4 2 . 4 9 0  D e f i n i t i o n s

S e c t i o n  2 E f f e c t i v e  d a t e  o f  J u l y  1, 1 9 8 9

 S e c t i o n a l  A n a l y s i s
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S P O N S O R  S T A T E M E N T  

S e n a t e  B i l l  136, A l a s k a  E d u c a t i o n  T r u s t  F u n d

A s  t h e  c o s t  o f  a c o l l e g e  e d u c a t i o n  s t e a d i l y  i n c r e a s e s ,  p a r e n t s  
h a v e  b e c o m e  i n c r e a s i n g l y  c o n c e r n e d  a b o u t  t h e i r  a b i l i t y  t o  
p r o v i d e  a c o l l e g e  e d u c a t i o n  f o r  t h e i r  c h i l d r e n .  A s  a r e s u l t ,  
m a n y  s t a t e s  h a v e  b e e n  l o o k i n g  a t  i n n o v a t i v e  w a y s  t o  p r o v i d e  
p a r e n t s  a n d  s t u d e n t s  w i t h  a l t e r n a t i v e s  f o r  f i n a n c i n g  c o l l e g e  
t u i t i o n .

S e n a t e  B i l l  1 3 6  o f f e r s  o n e  s u c h  o p t i o n .  T h e  l e g i s l a t i o n  
e s t a b l i s h e s  a  " g u a r a n t e e d  t u i t i o n  p l a n "  w h i c h  a s s u r e s  f u t u r e  
t u i t i o n  p a y m e n t  t o  a U n i v e r s i t y  o f  A l a s k a  c a m p u s  u p o n  a n  
i n i t i a l  i n v e s t m e n t  i n  a n e w l y  c r e a t e d  A l a s k a  E d u c a t i o n  T r u s t  
F u n d .  T h e  a m o u n t  o f  t h e  i n i t i a l  i n v e s t m e n t  i s  d e t e r m i n e d  b y  
t h e  a g e  o f  t h e  c h i l d  a t  t h e  t i m e  o f  t h e  i n v e s t m e n t ;  t h e  
y o u n g e r  t h e  c h i l d ,  t h e  c h e a p e r  t h e  p r i c e .  I f  t h e  p a r e n t  o f  a n  
o l d e r  c h i l d  j o i n e d  t h e  p r o g r a m ,  t h e  c o n t r i b u t i o n  w o u l d  b e  
h i g h e r  b e c a u s e  t h e r e  w o u l d  b e  l e s s  t i m e  f o r  t h e  m o n e y  t o  e a r n  
i n t e r e s t .

T h e  S t a t e  w o u l d  t h e n  i n v e s t  t h e  m o n e y ,  i n t e n d i n g  t h a t ,  a t  a 
m i n i m u m ,  t h e  t u i t i o n  f u n d  i n v e s t m e n t s  w o u l d  h a v e  a r a t e  o f  
r e t u r n  t h a t  w o u l d  e q u a l  t h e  e x p e c t e d  t u i t i o n  c o s t  f o r  a c h i l d  
b y  t h e  t i m e  h p / ; h e  e n r o l l s  i n  c o l l e g e .

A  c o n t r a c t  w o u l d  b e  m a d e  b e t w e e n  b e t w e e n  t h e  s t a t e  a n d  t h e  
p u r c h a s e r  t h a t  w o u l d  g u a r a n t e e  f o u r  y e a r s  u n d e r g r a d u a t e  
t u i t i o n  a t  t h e  U n i v e r s i t y  o f  A l a s k a ,  n o  m a t t e r  h o w  m u c h  t h e  
c o s t s  r i s e .

S e n a t e  B i l l  1 3 6  h a s  b e e n  m o d e l e d  o n  a s i m i l a r  p r o g r a m  w h i c h  
w a s  a d o p t e d  a n d  i m p l e m e n t e d  b y  t h e  S t a t e  o f  M i c h i g a n .  W h e n  
M i c h i g a n  a d o p t e d  i t s  p l a n  i n  1 9 8 6 ,  4 4 , 0 0 0  p e r s o n s  a p p l i e d  
d u r i n g  a t w o  m o n t h  p e r i o d .  I n  F l o r i d a ,  a p p r o x i m a t e l y  4 0 , 0 0 0  
p e r s o n s  a p p l i e d  f o r  a s i m i l a r  p r o g r a m .

W h i l e  t h e  o p t i o n  a l w a y s  e x i s t s  f o r  p a r e n t s  t o  p l a c e  t h e i r  
m o n e y  i n  o t h e r  t y p e s  o f  s a v i n g s  a n d  i n v e s t m e n t s ,  t h e  

g u a r a n t e e d  t u i t i o n  p l a n  o f f e r s  l o w  c o s t  t u i t i o n  a n d  
a s s u r a n c e s  f o r  t h e  f u t u r e ;  in o t h e r  w o r d s ,  t h e r e  i s  a h i g h  
d e g r e e  o f  p e a c e  o f  m i n d .

Official  Business



GUARANTEED TUITION BILLS IN OTHER STATES

Nine states have p a s s e d  g u a r a n t e e d  tuition bills:

FL O R I D A

F l o r i d a  P r e p a i d  P o s t s e c o n d a r y  E d u c ation Expense P r o gram 
(aka FL P o s t s e c o n d a r y  Cost S t a b i l i z a t i o n  F u n d ) . Includes 3 
plans: 1) u n i v e r s i t y  plan (tuition); 2) c o m m u n i t y  college
plan (tuition); 3) d o r m i t o r y  r e s i d e n c e  plan. " T u i tion" is 
d e f i n e d  as m a t r i c u l a t i o n  fee, financial aid fee, capital 
i m p r o v e m e n t  fee and b u i lding fee. Single p a y m e n t  o r  
m o n t h l y  installm ents. Businesses and others may c ontribu te 
to c o n t r acts for low-in c o m e  students. Plans m a y  be m ixed 
(example: 2 y ears c o m m unity c o lleg e plus 2 years
u n i v e r i s t y  and one y e a r  dorm). Fees not m e n t i o n e d  above, 
supplies and meals, etc., are not included. 1988 prices 
start at $ 3 , 8 0 0 / 4  years' tuition for an infant. Contracts 
trans f e r a b l e  to siblings. R e fun ds on principal only, no 
interest. N o n - r e s i d e n t s  may not buy contracts; however, 
co n t r a c t s  will b e  h o n o r e d  if family moves out-of-state. 
P r i n c i p a l  and interest may be t r a n s f e r r e d  to a FL private 
school; d i f f e r e n c e  in tuition to be b o r n e  b y  purchaser. 
* * IRS N O T E S : State's position: Trust monies  are w i t h i n
the state treasury, ther efore not taxable. However, there 
will be tax c o n s e q u e n c e s  at time of r eimbursemen t. A 
s t a t e - s p e c i f i c  IRS r u l i n g  is being requested.

I N D I A N A

B a c c a u l a u r e a t e  E d u c a t i o n  S ystem Trust (BEST). M o d e l l e d  
a f t e r  the M i c h i g a n  program. W o r k i n g  on a d m i n i s t r a t i v e  
s t r u c t u r e  at this time. Indiana U n i v e r s i t y  and other 
schools also c o n s i d e r i n g  tuition futures.

M A I N E

St u d e n t  E d u c a t i o n  D e posit Plan (SEED), H.P. 581-L.D. 779.
R u l i n g  r e q u e s t e d  from M a i n e  A t t o r n e y  General on w h e t h e r  or 
not to p r o c e e d  in light o f  M i c h i g a n  ruling, or to ask IRS 
for own ruling. (Status of request  for IRS r u ling must be 
made k n o w n  b e f o r e  c o n t racts may be sold.)

S O U R C E : "1988 S u r v e y  of College Savings and G u a r a n t e e d  T u it ion
P r o g r a m s , "  ECS, N o v e m b e r  1988

O t h e r  S t a t e s
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M I C H I G A N

M i c h i g a n  B a c c a l u a r e a t e  E d u c a t i o n  S y s t e m  Trust ( B E S T ) , 
Public Act No. 316. A p p l i c a t i o n s  a c c e p t e d  in A u g u s t  1988, 
contra cts e n t e r e d  into in S e p t e m b e r  1988. S&Ls w i l l  take 
payments and a r r a n g e m e n t  for loans if needed. A p p r o x i m a t e  
prices: $ 1 , 6 8 9 / 1  y ea r's tuition for a newborn; $2,055/1
year's tui tion for a 10-year old. This was the firjt of 
the tuition g u a r a n t e e  programs  to be passed, and selves as 
a model for the m a j o r i t y  of others. G u a r a n t e e  i ?  goo d at 
the 15 s tate  univ er s i t i e s ,  29 c o m m u n i t y  colleges. 
Co n t racts also a v a i l a b l e  for c o m m u n i t y  colleges a l o n e  (at a 
lower rate) or c o m b i n a t i o n  c o m m u n i t y  colle g e / u n i v e r s i t y .  
R e f u n d s : O r i g i n a l  investme nt minus a d m i n i s t r a t i v e  costs
only, or o r i g i n a l  inves t m e n t  plus i n t er est minus 
a d m i n i s t r a t i v e  costs, d e p e n d i n g  upon contract. A  r efund
may also be paid d i r e c t l y  to a n  i n d e p e n d e n t  d e g r e e - g r a n t i n g  
M i c h i g a n  institutio n, the a m o u n t  to be not less than the
prevai l i n g  w e i g h t e d  average t u i t i o n  cost at a state
instit u t i o n  for the n u m b e r  o f  c red it hours c o vered by the 
c o n t r a c t  on date of termination. * *IRS N O T E S : IRS ruling
o f  29 M a r c h  1988: plan is tax-ex empt to p u r c h a s e r
(although there m a y  b e  a m i n i m u m  tax l i a b i l i t y  to the 
q u a l i f i e d  b e n e f i c i a r y  upon r e d e m p t i o n  o f  the c o n t r a c t ) . 
M i c h i g a n  E d u c a t i o n  T r u s t  (MET) is tax liable at the 
co r p o r a t e  rate, b u t  also b e n e f i t s  from c o r p o r a t e  
deductions, r e d u c i n g  net l i a b i l i t y  to an e s t i m a t e d  0-15%. 
MET has a p p l i e d  for tax e xe mpt status b a s e d  on the fact
that it is a n o t - f o r - p r o f i t  c o rporation.

MISSOURI

M i s s o u r i  A ccess  to H i g h e r  E d u c a t i o n  Act (HB 1456), sections 
1 through 21 (tuition g uaran tee) and sections 360.015 
through 360.1 20 (savings bonds), **IRS NOTES: IRS ruling
needed before c o n t r a c t s  may be sold,

O K L A H O M A

OK T u ition T r u s t  Act, HB 2010, creates a p r epaid tuition 
trust by e i t h e r  June  1990 or u p o n  fa vorable IRS ruling, 
w h i c h e v e r  occurs last. M o d e l l e d  a f t e r  M i c h i g a n  plan.

TENNESSEE

Te n n e s s e e  B a c c a l u a r e a t e  E d u c a t i o n  S y s t e m  Trust Act, Public 
Ch a p t e r  281, (tuition futures plan). State will request a 
state - s p e c i f i c  IRS ruling, and m a y  sell contracts after the 
r u l i n g  is received, eve n if it's unfavorable. NOTE: The
state is c u r r e n t l y  r e - e x a m i n i n g  i m p l e m e n t a t i o n  p r o c e d u r e s .



W E S T  V I R G I N I A

T hree tuition plans w e r e  passed; a Saving s Bond Pla n u n d e r  
the State Board of Education; a T u ition Savings Trust Fund 
and a Prepay m e n t  P l a n  similar to Michigan's . The last t i 
are under the T r e a s u r e r ' s  office, and i m p l e m e n t a t i o n  
proced ures are c u r r e n t l y  being developed.

W Y O M I N G

A d v a n c e  Payment  o f  H i g h e r  E d u c a t i o n  Costs, E n r o l l e d  A c t  
No. 9, provides for advance p a y ment o f  r e s i d e n t  and 
n o n - r e s i d e n t  tuition; also for r o o m  and board. • Cost for a 
co n tr act matu ring in 2004  are a p p r o x i m a t e l y  $ 6,393 (for 4 
years) as of 1 A u g u s t  1988.

//2584R
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O N  FIRST REA D IN G  ISSUES* AND POLICY IN BRIEF

States Look at Pre-Payment Plan to Ease College Costs
Escalating education costs and 

runaw ay student debts have caused 
several states to consider plans in 
which parents can pay their children's 
college tuition years ahead of time.

In Pennsylvania, for instance. 
Senate President Pro Tern Robert 
Jubelirer has introduced legislation 
that will allow parents to pre­
purchase college tuition by investing 
in an account managed by the state. 
In return, parents would be guaran­
teed that the future fees would be 
completely covered, regardless of 
how  much costs rise.

Jubelirer says the plan insures that 
the emerging generation will have a 
chance to pursue the advanced 
education they will need in our 
"increasingly technological and com­
petitive econom ic environment."

The proposal has bipartisan sup­
port and may be part of the solution 
to Pennsylvania's underfunding of 
higher education and resulting tuition 
hikes. Education Daily reports that 
Pennsylvania ranks 50th among all 
states in per-capita spending on 
higher education. Tuition at the 14

state-owned universities has increased 
87 percent in the last decade.

Pennsylvania is not the only state 
considering such legislation. Maine 
House M ajority Leader John Diamond 
has introduced the Student Educa­
tional Enhancement Deposit Plan, or 
SEED Plan, which would work iiuch 
like the Pennsylvania plan. Diamond 
says there is a "sense of frustration" 
among families because the cost of a 
college education continues to rise.

In California, Assemblyman Tom 
Hayden introduced the Educational 
Security Account Act in January. 
"Parents need to know that a college 
education is still attainable, that they 
will be able to afford to send their 
kids to college in the year 2020," 
says Hayden, chair of the Assembly's 
Subcommittee on Higher Education. 
"M v proposal is that California 
adopt an education security account,' 
just like we have with the individual 
retirement accounts.'"

Both D iamond and Hayden's 
proposals are patterned aftei Michi­
gan's program, which hinges on a 
review by the Internal Revenue Ser­

vice. Experts believe, however, that 
interest earnings am the subsequent 
value of the tuition will be made 
exempt from federal taxation.

Part layaway plan, part mutual 
fund, Michigan's program  offers 
parents steep tuition discounts if they 
pay ahead. The younger the child, 
the cheaper the price. The plan 
guarantees four years tuition a t any 
public college o r university in the 
state if parents deposit as little as 
S? 000. either paid in a lump sum or 
installments o r through payroll 
deductions. Parents can deduct their 
contribution from  their income 
subject to M ichigan income tax.

Parents who move out of the 
state, o r whose children decide to go 
to college somewhere else o r 
nowhere, o r do not meet adm ission 
requirements, can get their money 
back. A student who decides to 
attend an independent college in 
Michigan may have paym ents up  to 
the average tuition cost a t a public 
four-year college transferred to and 
applied against the tuition charges of 
the independent college.
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College-Tuition 
Plan in Michigan 
Seen as Model

YOUR
MONEY

MATTERS
By .lo t  Daviosiin

Sla//Reporter i»/Th k W a u .Stm»ckt Jhumnal
■ The save now. pay-later tuition plans of- 
j fered by some private colleges are  spread- 
; mg to public universities—with legislators 

aiming to overcome parents’ and educa­
tors' objections to the current program s.

The tu ition plans, designed to help par­
ents prepare fo r fu ture college costs, are 

| "ho t items on many 138? state leg isla tive 
agendas," says A ims McGumness, assis­
tant executive d irec to r fo r h igher educa­
tion a t the Education Commission of the 
States, a research group w ith 18 states as 
members. Accord ing to (he comm ission. 42 
states, inc lud ing Ca lifo rn ia . Massachusetts 
and New Jersey, are considering tu ition -fi- 
nancmg plans. Most are patterned a fte r a 
program set to begin in M ichigan.

Under the M ichigan Education Trust, j 
parents deposit w ith the state 83.000 to j 
54.SOO. depending on the age o f the ch ild , 
and the plan chosen, e ither in a lum p sum i 
o r through a payment plan. The state in - 1 
vests the money, expecting tha t i t w ill 
grow enough to cover undergraduate tu ­
ition at any of M ich igan ’s 13 univers ities 
and 29 community colleges.

Freedom From Worry
Fo r Anne Burke, a Lansing mo the r of 

g ir ls ages two and five , the tru s t repre­
sents a way " to  assure our ch ild ren of a , 
college education and not have to w o rry I 
about how much we'd have to save ." Four- ' 
yea r tu itio n a t state schools in M ichigan 
now avenges 58.000 for rrs iden ts . In IS 
years, the sla te calculates tha t would jum p 
to 522.835 if tu ition increases average 8T-. 
and to 537,737 II increases average 9 " .

The M ichigan program can 't s ta r t un til 
the In te rna l Revenue Service gran ts It tax- 
exempt status. But o ffir ta ls expect the firs t 
tru s t con trac t to be signed by ea rly sum ­
m er. So fa r the state has received more 
than 24.000 inqu iries about (he plan.

M ichigan o ffic ia ls say a m a jo r advan­
tage of the tru s t ove r many p riva te plans 
Is tha t the sla te tu ition payment is guaran- I 
teed, even i f the Investments don 't keep up 
w ith increased costs. Moreover, the pro- j  
g ram provides a moderate-cost a lte rna tive » 
(or lies who can’ t a ffo rd s im ila r pro- j 
g ra n u a t p riva te colleges.

The Michigan program also lets stu­
dents choose from  a w ide r va rie ty o f ad­
missions standards and academ ic pro ­
g ram s than the priva te plans. And the 
tru s t is more flex ib le than priva te p ro ­
gram s about students ente ring a college 
oig|-He the plan. In such a case, the M ich i­
gan program w ill pay up to the average o l 
stale-school tu itions ; the student must fund 
any d ifference Many priva te plans a llow a 
student to take the ir money elsewhere only 
if he transfe rs from  the college in question 
and meets certa in grade requirements.

But the M ichigan tru s t has some d raw ­
backs s im ila r to those in the prtvate-co l- i 
lege plans. Under one M ichigan plan, i f the 1 
student dies o r doesn't attend college, omy 
the p nn c ip a l-m in u s adm in is tra tive 
cos ts -w ou ld be refunded, regardless of i 
the amount o f interest eam-.d over many | 
years. W itn an a lte rna tive M ichigan plan, i 
the In it ia l investment is higher, but some 
interest earnings are included in the re­
fund i f the con trac t Is term inated.

Not for Everyone
Even the wader choice of schools under 

program s like M ich igan ’s may not be 
enough fo r everyone, says Sharon H a rt, a 
research assistant a t the Education Com- 

I m ission. "Peop le who move often w il l have ; 
problems w ith I t , " she says, because some­
one who moves out o f state would (ace 
h igher tu ition a t the schools in the plan. >

Under the M ichigan progrom . as In 
most p riva te plans, students w ill s t i l l have 
to pay fo r room and board and o ther fees 
not covered by tu ition . But programs in i 
some othe r stales are being set up to In ­
clude such costs. A new Wyom ing plan 
covers room and board as we ll as tu itio n . 
And If a ch ild in the Wyom ing plan chooses 
not to use the fund, the pnnctp .il and I ” * 
in te res t, compounded annually , is re ­
funded.

R ichard Anderson, a financing specia l­
is t a t Columbia yn tve rs ifyS T ea rh e rs Col- 1 
lege, says the n ll lo n  plans are so popu lar 
tha t politic ians i r e  "s tum b lin g over them ­
se lves" to get (nem passed, he says. But 
he wnrnes tha t it Is "m uch too easy fo r 
leg isla io rs to overprom tse what can be de­
l iv e re d " by underestim ating the amount 
tha t should be invested today for tu ition 
nea rly two decades away.

These concerns aren ’ t p nm a ry to par­
ents such as M rs. Burke in M ichigan. "W e • 
don 't th ink there a rc too many ways you 
could necessarily lose ." she says. ” 11 
would be easier to take the chance than to 
p ro jec t how much you'd have to save lo r 13 
In 15 years down (he road ."
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A M E N D M E N T

O F F E R E D  IN THE SENATE BY K E R T T U L A

TO: SB 136

P a g e  5, a f t e r  line 22:

I nsert a n e w  bill s e ction  to read:

"* Sec. 2. TAX DETERMINATION. The D e p a r t m e n t  of R e venue shall request 

that the I n t erna l R e venue Service d e t e rmin e if the income e a r n e d  by the 

A l a s k a  e d u c a t i o n  trust fund e s t a b l i s h e d  in sec. 1 of this Act is taxable 

i ncome u n d e r  federal law. The A l a s k a  C o m m i s s i o n  on P o s t s e c o n d a r y  E d u c a t i o n  

m a y  not c o n t r a c t  w i t h  a p u r c h a s e r  for the a d v a n c e d  payment of t u i t i o n  under 

AS 14.42.430, added b y  sec. 1 of this Act, u n t i l  the Depart m e n t  of R e v e n u e  

has r e c e i v e d  a d e t e r m i n a t i o n  from the In ternal R e venue Servic e r e g a r d i n g  

the a p p l i c a b i l i t y  of federal income taxes to the A l a s k a  e d u c a t i o n  trust 

fund."

R e n u m b e r  the fo llo w i n g  bill section accordingly.

-1- 3 / 15/89
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D a t e  o f  5 - D A Y  N O T I C E  
I N  A C C O R D A N C E  W I T H

SENATE

F I R S T  C O M M I T T E E  O F  R E F E R R A L

F U R T H E R  F I N A N C E
* * F I S C A L  N O T E ( S )  M U S T  B E  A T T A C H E D  

I N  A C C O R D A N C E  W I T H  A S  2 4 . 0 8 . 0 3 5

1/23/89

M r .  P r e s i d e n t :

D A T E  T U R N E D  I N T O  O F F I C E  V  /(, j  ft?

H E S S  C o m m i t t e e  c o n s i d e r e d  S B  136

e s t a b l i s h i n g  t h e  A l a s k a  e d u c a t i o n  t r u s t  f u n d  a n d  a u t h o r i z i n g  a d v a n c e  

t u i t i o n  p a y m e n t  c o n t r a c t s ;  e f d

a n d  r e c o m m e n d e d :

fx}) r e p l a c e  w i t h  C S  S B  (f-iiSS) _[] s a m e  t i t l e  

[] n e w  t i t l e

[ ] a t t a c h e d  a m e n d m e n t ( s )  a n d

[ ] ________________________________ l e t t e r  o f  i n t e n t  a d o p t e d

/ V o / o

f te \s c n ts * >  ^  Scl.ucA .into

[ ] d o  p a s s

[ ] d o  n o t  p a s s  

[ ] n o  r e c o m m e n d a t i o n  

< ©  i n d i v i d u a l  r e c o m m e n d a t i o n s  

[ ] f u r t h e r  r e f e r r a l  t o  ______

[ ] z e r oF I S C A L  N O T E ( S )  a t t a c h e d

[ ] a p p r o p r i a t i o n  n o  F N  a t t a c h e d

M E M B E R S  S I G N I N G  D O  P A S S

f i s c a l  i m p a c t  
[ ] G o v .  F N  i n t r o d u c e d  w /  b i l l

C h a i r m a n  s i g n a t u r e  a n d  r e c o m m e n d a t i o n

[ ] C o m m i t t e e  b a c k u p  a t t a c h e d



O r i g i n a l  s p o n s o r s : K e r t t u l a  a n d  K e l l y

BY THE HEALTH, E D U C ATION AND 
i IN THE S E N A T E  SOCIAL SERVICES COMMITTEE

CS F O R  SENATE BILL NO. 136 (HESS)

3 IN THE L E G I S L A T U R E  OF T H E  STATE OF A L A S K A

4 S I X T EEN TH L EGISLATURE  - F I R S T  SESSION

5 A  BILL

6 For an A c t  entitled; "An A c t  esta blishing the A l a s k a  education trust fund

7 and au thorizing a d v a n c e  tuition payment contracts;

3 and prov iding for an effe ctive date."

9. BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF THE STAT E OF ALASKA;

10 * S e ctio n 1. A S  14.42 is amended b y  a dding n e w  sections to read:

n  A R T I C L E  3. A L A S K A  E D U C A T I O N  TRUST FUND.

1 2 Sec. 14.42.400. A L A S K A  E D U C A T I O N  T R U S T  FUN D ESTABLISHED. (a)

13 The A l a s k a  e d u c a t i o n  trust fund is e s t a b l i s h e d  as an endowment trust
\

14’ fund separate f i o m  the general fund. The fund m a y  be divided  into

15 separate accounts for accounting purposes.

16! (b) The fund consists of

17 ( 1 )  p e r m a n e n t  f u n d  d i v i d e n d  a n d  c a s h  c o n t r i b u t i o n s  m a d e

18 u n d e r  AS 14.42.420 u n d e r  the terms of an advance tuition payment

19 contract;

20 (2) gifts, bequests, and contribut ions of cash or other

21 assets f r o m  a person; and

22 (3) i n c o m e  a n d  e a r n i n g s  o f  t h e  f u n d .

23 (c) A s s e t s  o f  t h e  f u n d  s h a l l  b e  e x p e n d e d  i n  t h e  f o l l o w i n g  o r d e r

24 o f  p r i o r i t y :

25 (1) to m a k e  p a y m e n t s  t o  t h e  U n i v e r s i t y  o f  A l a s k a  o n  b e h a l f

23 o f  q u a l i f i e d  b e n e f i c i a r i e s ;

27 (2) to m a k e  r e f u n d s  u p o n  t e r m i n a t i o n  o f  a n  a d v a n c e  t u i t i o n

n3 p a y m e n t  c o n t r a c t ;



Sec. 14.42.410. POWERS AND DUTIES OF T H E  C O M M I S S I O N E R  OF REVE- j

NUE. The c o m m i s s i o n e r  of revenue is the t reasurer of the fund and has j

the f o l l o w i n g  powers and duties u n d e r  this section:
t

(1) to act as official custodia n of the cash and invest- !

ments b e l o n g i n g  to the fund by securing adequate and safe custo d i a l  !
I

f a c i l i t i e s ;

(2) to r e c e i v e  all items of cash and investments b e l o n g i n g  i

to the fund; |

(3) to collect the principal and income from inve st m e n t s  |
j

o wned or a c q u i r e d  by the state treasury a nd deposit the amounts in I
I

separate p r i n c i p a l  and income accounts for the fund; I
i

(4) to invest and re invest the assets of the fund as pro-
j

v i d e d  in this s e c t i o n  and as p r o vided for the investment of r e t i r e m e n t  j 

funds u n d e r  AS 14.25.180(b), ( c ) , and (e) - ( h ) ; j

(5) to exerc i s e  the powers of an owner w i t h  respect  to the J 

assets of the fund; !
i
j

(6) to do all acts, w h e t h e r  or n o t  expressly authorized, j
i

that the c o m m i s s i o n e r  of revenue considers n e c e s s a r y  or p r o p e r  in j 

admini s t e r i n g  the assets of the fund; j
I
i

(7) to m a i n t a i n  accoun ting rec ords of the fund in accor-  ̂

d ance w i t h  invest m e n t  accoun ting pr inci p l e s  and with d i s t i n c t i o n  

b e t w e e n  the p r i n c i p a l  and income accounts of the fund;

(8) to engage an independent f i r m  of c e r t ifi ed public
i

accounta nts to a n n ually audit the financial condition of the fund's ‘
i

investments and investmen t transactions;

(9) to enter into and enforce contracts or ag reem e n t s  

co n s i d e r e d  n e c e s s a r y  for the investment p urposes of the fund;

(10) to r eport to the commissi on the condition and i n v e s t­

ment p e r f o r m a n c e  of the fund. ___________ L



Sec. 14.42.420. CO NTRI B U T I O N  TO T H E  A L A S K A  EDU CATION T R U S T  FUND,

(a) Contributions to the fund under the terms of an a d van ce payment 

contract m a y  be m a d e  b y  direct cash p a y m e n t s  or by cont ributions fro m 

the perm anent fund dividend. The D e p a r t m e n t  of Revenue shall p r epare 

the permanent  fund d i v idend a p pl ication to a l l o w  an a p p l icant to 

contribute all or part of a dividend to the fund under  the terms of an 

advance tuition p a y m e n t  contract.

(b) T h e  D e p a r t m e n t  o f  R e v e n u e  s h a l l  p a y  c o n t r i b u t i o n s  d i r e c t l y  

to t h e  fun d .

Sec. 14.42.430. POWERS AND D UTIES  OF THE COMMISSION. (a) The 

commission m a y  contract w i t h  a p u r c h a s e r  for the advance paym ent of 

tuition by the p u r c h a s e r  for a q u a l i f i e d  b e n e f i c i a r y  to a ttend  a 

b r a n c h  of the u n i v e r s i t y  to w h i c h  the q u a l i f i e d  b e n e f i c i a r y  is a d m i t­

ted, w i t h o u t  further tuition cost to the q u a l i f i e d  beneficiary.

(b) The c ommission shall

(1) make approp r i a t e  a r r angements w i t h  the u n i v e r s i t y  as 

n e c e s s a r y  to fulfill the commission's o bl igations under an advance 

tuition payment contract, including arrang e m e n t s  for the p a y m e n t  of 

current tuition rates to the u n i v e r s i t y  from the fund;

(2) e s t a b l i s h  standard p a y m e n t  plans to be u s e d  u n d e r  

advance tuition payment contracts;

(3) e s t a b l i s h  the circumstan ces u n d e r  w h i c h  an advance 

tuition payment contrac t m a y  be t erminated  and the a m ount of the 

refund the person e n t itled to terminate the contract may receive.

Sec. 14.42.440. A D V A N C E  TUITION P A Y MENT CONTRACTS. (a) An 

advance tuition p a ym ent contract shall include

(1) the a mount of payments r e q uired from the p u r c h a s e r  on 

behalf of the q u a l i f i e d  beneficiary;

(2) the terms and conditions for m a k i n g  the payments;
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(3) p r o v i s i o n s  f o r  l a t e  p a y m e n t  c h a r g e s  a n d  f o r  d e f a u l t ;

(4) the n a m e  a n d  a g e  o f  the q u a l i f i e d  b e n e f i c i a r y  u n d e r  t h e  

c o n t r a c t  a n d  a s t a t e m e n t  t h a t  t h e  p u r c h a s e r ,  w i t h  t h e  a p p r o v a l  o f  t h e
I

c o m m i s s i o n ,  m a y  s u b s t i t u t e  a n o t h e r  p e r s o n  f o r  t h e  q u a l i f i e d  b e n e f i -

i

c i a r y  o r i g i n a l l y  n a m e d  i n  t h e  c o n t r a c t ;

(5) t h e  n u m b e r  o f  c r e d i t  h o u r s  to b e  p r o v i d e d  to t h e  q u a l i -  ; 

f i e d  b e n e f i c i a r y  u n d e r  t h e  c o n t r a c t ;

(6) t h e  n a m e  o f  t h e  p e r s o n s  e n t i t l e d  to t e r m i n a t e  t h e  i

c o n t r a c t ,  t h e  t e r m s  a n d  c o n d i t i o n s  u n d e r  w h i c h  t h e  c o n t r a c t  m a y  b e  •
I

t e r m i n a t e d ,  a n d  t h e  a m o u n t  o f  t h e  r e f u n d  to w h i c h  t h e  p e r s o n  t e r m i n a t -  |
i

i n g  t h e  c o n t r a c t  is e n t i t l e d ;

(7) t h e  a s s u m p t i o n  o f  a c o n t r a c t u a l  o b l i g a t i o n  b y  t h e  

c o m m i s s i o n  to p r o v i d e  f o r  c r e d i t  h o u r s  o f  h i g h e r  e d u c a t i o n  a t  t h e

14 u n i v e r s i t y ;

m a y  r e c e i v e  i f  t h e  q u a l i f i e d  b e n e f i c i a r y  is n o t  e n t i t l e d  to i n - s t a t e  

t u i t i o n  a t  t h e  t i m e  o f  e n r o l l m e n t  a t  t h e  u n i v e r s i t y ;

(9) t h e  p e r i o d  o f  t i m e  d u r i n g  w h i c h  t h e  q u a l i f i e d  b e n e f i ­

c i a r y  m a y  r e c e i v e  t h e  b e n e f i t s  o f  t h e  c o n t r a c t ;  a n d

( 10 ) o t h e r  t e r m s  a n d  c o n d i t i o n s  t h e  c o m m i s s i o n  d e t e r m i n e s  to 

b e  a p p r o p r i a t e .

(b) A n  a d v a n c e  t u i t i o n  p a y m e n t  c o n t r a c t  m a y  b e  t e r m i n a t e d

( 1 ) if t h e  q u a l i f i e d  b e n e f i c i a r y  d i e s ;

(2 ) if t h e  q u a l i f i e d  b e n e f i c i a r y  is n o t  a d m i t t e d  to a 

b r a n c h  o f  t h e  u n i v e r s i t y  a f t e r  m a k i n g  a p r o p e r  a p p l i c a t i o n ;

(3 ) if t h e  q u a l i f i e d  b e n e f i c i a r y  c e r t i f i e s  to t h e  c o m m i s ­

s i o n  t h a t  t h e  q u a l i f i e d  b e n e f i c i a r y  h a s  b e e n  a c c e p t e d  b y  a d e g r e e  

g r a n t i n g  i n s t i t u t i o n  o f  p o s t s e c o n d a r v  e d u c a t i o n  o t h e r  t h a n  t h e  U n i v e r -

(8) t h e  n u m b e r  o f  c r e d i t  h o u r s  t h e  q u a l i f i e d  b e n e f i c i a r y

I

I

♦



(4) if the q u a l i f i e d  b e n e f i c i a r y  certifies to the c o m m i s­

sion, after the q u a l ifie d b e n e f i c i a r y  has r e c e i v e d  a h i g h  school 

diploma or r e a c h e d  the age of majority, that the q u a l i f i e d  b e n e f i c i a r y  

has decided not to attend the university;

(5) if the c ommis s i o n  det ermines that the n u m b e r  of p u r­

chasers is in sufficient to m a i n t a i n  the fund on an a c t u a r i l y  sound 

basis; or

(6) under other circum stances d e t e r m i n e d  b y  the c o m m i s s i o n

and set out in the advance tuition p a y m e n t  contract.

Sec. 14.42.490. DEFINITIONS. In A S  14.42.400 - 14.42.490

(1) "advance tuition p a y m e n t  contract" means a contract

entered into b y  the commi ssion and a p u r c h a s e r  to provide for the 

h i ghe r education of a q u a l ified  beneficiary;

(2) "commission" means the A l a s k a  C o m m i s s i o n  on P o s t s e c o n d­

ary Education;

I
(3) 'fund" means the A l a s k a  edu cation trust fund (AS 14.- j

42.400);

(4) "purchaser" means a p e r s o n  w h o  makes or is o b l i g a t e d  to j

m a k e  advance tuition payments u n d e r  an a d v a nce tuition p a y m e n t  con- j
J

tract; j

(5) "qualified be nef i c i a r y "  means a resid ent of the state '

w h o  has rights under an advance tuition p a yment contract;

(6) "university" means the U n i v e r s i t y  of Alaska, i n c l u d i n g  

a community college affil i a t e d  w i t h  the university.

* Sec. 2. T A X  DETERMINATION. The D e p a r t m e n t  of Revenue shall request 

that the Internal Revenue Service d e t e r m i n e  if the income e arn ed by the 

Alaska education trust fund e s t a b l i s h e d  in sec. 1 of this A c t  is taxable 

income under federal law. The A l as ka C o m m i s s i o n  on P o s t s e c o n d a r y  E d u c a t i o n  

m a y  not contract with a purcha ser for the a d v ance d payment of tuition un der



A S  14.42.430, a d d e d  by sec. 1 of this Act, until the Department of R e ve nue 

has r e c e i v e d  a d e t e r m i n a t i o n  from the Internal Revenue Service r e g a r d i n g  

the a p p l i c a b i l i t y  of feder al income taxes to the A l a s k a  education trust 

fund.

* Sec. 3. This Act takes effect July 1, 1989.
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F o r d
3/28/89

Or i g i n a l  sponsor: Ker ttula

IN THE SENATE
BY T H E  HEALTH, E D U C A T I O N  AND 
S O C I A L  SERVICES C O M M I T T E E

CS F O R / S E N A T E  B I L L  NO. 136 (HESS)l^gENATI

IN THE L E G I S L A T U R E  OF T H E  STATE O F  A L A S K A  

SIXTEEN TH L E G I S L A T U R E  - F I R S T  S E S S I O N

A  B I L L

Fo r  an Act entitled: "An A c t  e s t a b l i s h i n g  the A l a s k a  e d u c a t i o n  trust fund

and a u t h o r i z i n g  a d v a n c e  t u i t i o n  p a y m e n t  contracts; 

and p r o v i d i n g  for an e f f e c t i v e  date."

BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF T H E  S TATE O F  ALASKA:

* S e c t i o n  1. AS 14.42 is a m e n d e d  b y  a d d i n g  n e w  sections to read:

A R T I C L E  3. A L A S K A  E D U C A T I O N  T R U S T  FUND.
\

Sec. 14.42.400. A L A S K A  E D U C A T I O N  T R U S T  F U N D  ESTABLISHED.. (a) 

The A l a s k a  educa t i o n  trust f und is e s t a b l i s h e d  as an e n d o w m e n t  trust 

fund separate from the g e neral  fund. The f u n d  m a y  be d i v i d e d  into 

se p a r a t e  accounts f or a c c o u n t i n g  purposes.
\

(b) The fund consists of

(1) p e r m anent fund d i v i d e n d  and cash c o n t r i b u t i o n s  made

un d e r  A S  14.42.420 u n d e r  the terms of an a d vance tuit ion payment

c o n t r a c t ;

(2) gifts, b equests, a n d  c o n t r i b u t i o n s  of cas h or other 

assets from a person; and

(3) income and earnings of the fund.

(c) Assets of the fund shall be e x p e n d e d  in the f o l l o w i n g  order

of priority:

(1) to make p a y ment s to the U n i v e r s i t y  of A l a s k a  on b e h a l f  

of quali f i e d  beneficiaries;

(2) to make refunds u p o n  t e r m i n a t i o n  of an adva nce tuition 

p a y ment contract;

(3) t:o pay the costs of a d r n i n i s f v a f i . m  r . . _ j



Sec. 14.42.410. P OWER S AND D UTIES O F  H E  C O M M I S S I O N E R  OF R E V E­

NUE. The c o m mission er of revenue is the treasurer of the fund and has 

the following powers and duties u nder this section:

(1) to act as official c u s t o d i a n  of the cash and i n v e s t­

ments belongin g to the fund by securing adequate and safe custodial 

f a c i l i t i e s ;

(2) to r e c eive all items of cash and investments b e l o n g i n g  

to the fund;

(3) to collect the p r i n c i p a l  and income from investments

o wned or acquired b y  the state treasur y and deposit the amounts in

separat e princip al and income accounts for the fund;

(4) to invest and reinvest the assets of the fund as p r o­

vi d e d  in this section  and as provided for the investment of retir ement

funds under  AS 14.25.180(b), (c), and (e) - (h);

(5) to e xercise the powers of an owner w i t h  respect to the 

assets of the fund;

(6) to do all acts, w h e t h e r  or not e x p r ess ly authorized,

that the c o mmi ssioner of revenue considers n e c e s s a r y  or proper in

a d m inister ing the assets of the fund;

(7) to m a i n t a i n  a cc ounting records of the fund in a c c o r­

dance wit h investme nt accoun t i n g  p rinci ples and with disti n c t i o n  

b e t w e e n  the p rinc i p a l  and income accounts of the fund;

(8) to engage an independent firm of certified public

accountants to annu ally audit the finan cial con dition of the fund's 

investments and investment transactions;

(9) to enter into and enforce contracts or agreements

considered n e c e ssary for the investment purposes of the fund;

(10) to report to the c o m m i s s i o n  the c o n d i t i o n  and i n v e s t­

ment Derformanrp of rho fnnH --------— —  —  — --------------------------------
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Sec. 14.42.420. C O N T R I B U T I O N  TO THE A LASKA E D U C A T I O N  T R U S T  FUND,

(a) Contri b u t i o n s  to the fund u n d e r  the terns of an a d v a n c e  payment 

co n tr act m a y  be made  by direct cash p a y ments or by c o n t r i b u t i o n s  from 

the p e r m anent fund dividend. The D e p a r t m e n t  of R e v e n u e  shall prepare 

the p e r m a n e n t  fund dividend a p p l i c a t i o n  to a l l o w  an a p p l i c a n t  to 

contri bute all or part of a d i v idend to the fund u n d e r  the terms of an 

ad vance tuition payment contract.

(b) The D e p a r t m e n t  of R e ve nue shall pay c o n t r i b u t i o n s  directly 

to the fund.

Sec. 14.42.430. POWERS A N D  D UTIES OF THE COMMI SSION. (a) The 

c o m m i s s i o n  m a y  contract w i t h  a p u r c h a s e r  for the a d v a n c e  p a ym ent of 

t u i tion by the p u r c h a s e r  for a q u a l i f i e d  b e n e f i c i a r y  to a t t e n d  a 

b r a n c h  of the u n i v e r s i t y  to w h i c h  the q u a l ified b e n e f i c i a r y  is a d m i t­

ted, w i t h o u t  further tuition cost to the qualified  beneficia ry.

(b) T h e  c o m m i s s i o n  s h a l l
i

(1) m a k e  appropriate a r r a n g e m e n t s  w i t h  the u n i v e r s i t y  as 

n e c e s s a r y  to fulfill the commission's obligations u n d e r  an advance 

tuition p a y ment contract, including arrangemen ts for the p a y m e n t  of

current tuitio n rates to the u n i v e r s i t y  from the fund;

(2) establish standard p a yment plans to be u s e d  under

a d v a n c e  tuitio n payment contracts;

(3) establish  the c i r c u m s t a n c e s  u n d e r  w h i c h  an advance

tuition p a ymen t contract m a y  be termin a t e d  and the amount of the

r e f u n d  the p erson entitled to terminate the contract m a y  receive.

Sec. 14.42.440. A D V A N C E  T U I T I O N  P A Y M E N T  CONTRACTS. (a) An 

a d van ce tuition payment contract shall include

(1) the amount of payments r e q u i r e d  from the p u r c h a s e r  on 

b e h a l f  of the quali f i e d  beneficiary;

(2) the terms and conditions for makino  ------  —



(3) provi s i o n s  for late p a y m e n t  charges and for default;

(4) the name and age of the q u a l ifi ed b e n e f i c i a r y  u n d e r  the 

contract and a statement that the purchaser, w i t h  the a p p r o v a l  of the 

commission, m a y  substitute a n ot her p e r s o n  for the q u a l i f i e d  b e n e f i­

ciary o riginally n a m e d  in the contract;

(5) the n u m b e r  of credit hours to be p r o v i d e d  to the q u a l i­

fied b e n e f i c i a r y  u nder the contract;

(6) the n a m e  of the p e r s o n s  entitled to t e r m i n a t e  the 

contract, the terms and conditions under  which the c o n tract m a y  be 

terminated, and the amount of the r e f u n d  to w h ich the p e r s o n  t e r m i n a t­

ing the contract is entitled;

(7) the ass ump t i o n  of a contractual o b l i g a t i o n  by the 

c o m m i s s i o n  to p r ovide for credit h o u r s  of h i g h e r  e d u c a t i o n  at the 

u n i v e r s i t y ;

(8) the n u m b e r  of credit h o u r s  the q u a l i f i e d  b e n e f i c i a r y  

m a y  receive if the q u a l ified  b e n e f i c i a r y  is not e n t i t l e d  to in-state 

tuition  at the time of enrollment at the university;

(9) the p eri od of time d uring w h i c h  the q u a l i f i e d  b e n e f i­

ciary m a y  receive the benefits of the contract; and

(10) other terms and conditions the c o m m i s s i o n  d e t e r m i n e s  to 

be appropriate.

(b) An advance tuition payment c o n trac t m a y  be t e r m i n a t e d

(1) if the qualified b e n e f i c i a r y  dies;

(2) if the qual i f i e d  b e n e f i c i a r y  is not a d m i t t e d  to a 

b r a n c h  of the u n i v e r s i t y  after m a k i n g  a p r o p e r  application;

(3) if the qualifi ed b e n e f i c i a r y  certifies to the c o m m i s­

sion that the q u a l ified benefi c i a r y  has been a c c e p t e d  by a degree 

g r a n t i n g  institution of p o s t s e c o n d a r y  education o ther than the U n i v e r­

sity of Alaska; ________________________________
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(4) if the q u a l i f i e d  b e n e f i c i a r y  cert i f i e s  to the c o m m i s­

sion, after the q u a l i f i e d  b e n e f i c i a r y  has r e c e i v e d  a high school 

diploma or reached the age of majority, that the q u a l i f i e d  b en eficiary 

has decided not to a tten d the university;

(5) if the c o m m i s s i o n  determines that the n u m b e r  of p u r­

chasers is i n suffic ient to m a i n t a i n  the fund on an a c t u arily sound

basis; or

(6) u n d e r  o t h e r  circumstan ces determine d by the commissio n

and set out in the adva nce tuition payment contract.

Sec. 14.42.490. DE FINITIONS. In AS 14.42.400 - 14.42.490

(1) "advan ce tuition p a y m e n t  contract" m e a n s  a contract

entered  into by the c o m m i s s i o n  and a purch a s e r  to p r o vide for the 

h i g h e r  educat ion of a q u a l i f i e d  beneficiary;

(2) "co mmi s s i o n "  means the A l a s k a  C o m m i s s i o n  on Postsecond- j 

ary Education;

(3) "fund" m e a n s  the A l a s k a  education trust fund (AS 14.-

42.400);

(4) " purchase r" m eans a person w h o  ma kes or is ob ligated to 

ma k e  advance t u i t ion p a y m e n t s  under an advance t u ition payment c o n­

tract ;

(5) " q u a l i f i e d  b e n e f i c i a r y "  means a r e s i d e n t  of the state

who has rights u nder an a d vance tuition payment contract;

(6) " u n iversity"  mean: the U n i v e r s i t y  of Alaska, including 

a community college a f f i l i a t e d  w i t h  the university.

* Sec. 2. TAX DE TERMINATION . The D e p a r t m e n t  of R e v e n u e  shall request

that the Internal R e v e nue S e r v i c e  determine if the i ncome earned by the

A l a s k a  education trust fund e s t a b l i s h e d  in sec. 1 of this Act is taxable 

income under federal law. The A l a s k a  C o m m i s s i o n  on P o s t s e c o n d a r y  Education 

may not contract w i t h  a p u r c h a s e r  for the a d v a n c e d  payment of tuition imfior
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A S  14.42.430, added b y  sec. 1 of this Act, u n t i l  the Depart m e n t  o f  Revenui 

has r e c e i v e d  a d e t e r m i n a t i o n  from the I n t erna l R e v e n u e  Service regarding 

the a p p l i c a b i l i t y  of federal  income taxes to the A l a s k a  educ a t i o n  trust 

f u n d .

* Sec. 3. This A c t  takes effect J u l y  1, 1989.


