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F I S C A L  N O T E

2000 LEG ISLA TIV E SESSION
Revision Date (Note if correction)

STATE O F ALASKA

Title An Act relating to the Alaska Higher Education 
Savings Trust; and providing for an___________
effective date.

Sponsor
Requester

Representative Lisa Murkowski

BILL NO. CSHB268| (HES)

Dept. Affected 
^BRU 

Component

Component Serial No.

University of Alaska 
S tatew ide

OPERATING EXPENDITURES FY 01 FY 02 FY 03 FY 04 FY 05

Personal Services 50.0 50.0 50.0 50.0 50.0

Travel 10.0 5.0 5.0 5.0 5.0

Contractual 90.0 20.0 20.0 20.0 20.0

Supplies 30.0 25.0 25.0 25.0 25.0

Equipment 20.0

Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 200.0 100.0 100.0 100.0 100.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( TT 60.0 70.0 80.0 90.0 100.0

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
1048 University Receipts 200.0 100.0 100.0 100.0 100.0

TOTAL 200.0 100.0 100.0 100.0 100.0

Estim ate o f any cu rren t year (FY00) cos t: 

POSITIONS

none

Full-time 1 1 1 1 1

Part-time
Temporary

[ANALYSIS: (Attach a separate page it necessary)

At this time there are many uncertainties about how the program can be best implemented. However, many of 
these cost will otherwise have to be incurred by the Advance College Tuition Program without regard to creation of 
the Alaska Higher Education Trust in order to meet participants needs for higher earning options. The Advance 
College Tuition program continues to have an important role in financing education, but changes in ti s federal tax 
and other laws currently favor more aggressive savings programs.

Prepared by Jim Lynch. Interim Vice President for Finance___________________ Phone 4 7 ^  '  1 4 4 -%
Division Statewide Finance_______________________________ , ' Date / f l-p

Approved by Commissi: Jim Lynch, Interim Vice President for Fifiartce M fl - Date __
Agency Statewide Finance__________________ v 4 v r u [ ;

PREPARER TO PROVIDE ALL DISTRIBUTIOn / o PIES TO GOVERNOR’S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office
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Session: 
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J u n e a u , AK 9980 l- l 182 
P h o n e : (907) 465-378. 

FAX: (907) 465-2293 
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A n c i io r a c e . AK  99501 -2133 
PHONE: (907) 269-0174 
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H o u se  Bill 268 -  A laska H igher E ducation  Savings T rust
Sponsor’s S tatem ent

Alaska, through its student loan program and the Advance College Tuition program 
has traditionally offered its residents seeking a higher education, solid financial options. HB 
268 continues this trend and will allow residents and non-residents alike the ability to put 
money into a trust fund that may be used for higher education expenses. HB 268 will ensure 
that Alaskans will continue to have flexible and powerful financial options to utilize for their 
higher education.

Under IRS code 26 USC 529 commonly known as “Section 529,” states are allowed 
to create “ qualified State tuidon programs.” Section 529 defines “qualified State tuition 
program” as a program established and maintained by a State or an agency under which a 
person may either purchase tuition credits or certificates on behalf o f a designated 
beneficiary which entide the beneficiary to the waiver or payment o f qualified higher 
education expense o f the beneficiary; or, may make contributions to an account which is 
established for the purpose o f meeting the qualified higher education expenses o f the 
designated beneficiary.

Under Section 529, individuals are permitted to front load large sums o f money, in 
some states in excess o f $100,000, gift-tax free either in one lump sum or over a 5 - year 
period. Quite a contrast to the $500 annual limit on the Education IRA. Furthermore, the 
participant may change the beneficiary at any time and may even choose him or herself to be 
the beneficiary. Section 529 provides unprecedented flexibility and savings power.

As approximately forty other states have done, House Bill 268 establishes a qualified 
State tuidon program. The program will be administered by the University o f Alaska and 
wiii be known as the “Alaska Higher Education Savings Trust.“ The bill also changes the 
structure o f the current Advance College Tuition program by updating its structure to 
conform to new IRS codes and changing the name of the program to the Advance College 
Tuition Savings Fund. In order to keep the overhead, record keeping and marketing costs to 
a minimum, HB 268 places both programs under one administrative head.

It is vital that this education savings program be flexible and designed to maximize 
returns for the investor with minimal tax consequences. N ot only is this important so that 
Alaskans are able to have meaningful savings options for their higher education, but, with a 
strong program, it should entice non-residents as well to invest their savings dollars in 
Alaska.

I urge your support o f HB 268. Thank you for your consideration.
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Courtesy of Cathie Straub

FINANCIAL RESOURCES, INC.
907-272-6622New College Saving 

Plans Gaining Popularity
By Joseph F. Hurley, CPA

T he process of saving for college is being revolution­
ized by the new tax-advantaged programs being 
established these days by many of the states under 

Section 529 of the Internal Revenue 
Code. These programs, technically 
known as qualified state tuition pro­
grams, have been attracting a lot of 
attention in recent months with 
articles in TIME, Newsweek, The 
Wall Street Journal, Kiplinger’s 
Personal Finance Magazine and 
other national publications. Some 
of the newest programs, such 
as those in New York and 
New Hampshire, have been 
swamped with new account 
applications. It is imperative 
that wc as financial planners 
become familiar with qualified 
state tuition programs because 
our clients are going to be com­
ing to us with a lot of questions 
about them.

For families saving for college, Section 529 allows 
qualified state tuition programs to offer a host of tax 
advantages that, in many cases, make them superior to 
the Education IRA, taxable funds and other investment 
alternatives. In addition to the income tax advantages, 
there are some distinct estate and gift tax advantages. For 
middle- to high-income families who face many obstacles 
in the tax law, the qualified state tuition program can be 
a clear winner.

Tne income tax benefits include deferral of earnings 
until distributions are made from the plan and taxation 
of the earnings to the student at (usually) the lowest tax 
bracket. The estate and gift tax benefits include treatment 
of a contribution into the plan as a completed gift eligible 
for the $10,000 annual exclusion, despite the fact that 
the donor maintains full control and can later switch 
beneficiaries or have the account refunded. A donor can 
contribute $50,000 at once without gift tax consequences 
because an election is available to treat the gift as made 
over a five-year period.

There are nvo basic kinds of qualified state tuition 
programs-prepaid tuition plans and snvings-rypc plans. 
Some of the prepaid tuition plans, such as Florida’s, have 
actually been around for several years and do not have a 
great reputation as a savings vehicle (deservedly so). They 
are designed to provide a return that merely keeps up 
with tuition increases and will often provide a lower 
return if the child attends a private college or out-of-state 
institution. Most prepaid tuition plans are restricted to

residents of the state, can only be used for tuition and not 
the other costs of attending college, and are treated as a 
financial “resource,” which reduces federal financial aid 

on a dollar-for-dollar basis.
The newer savings-type quali­

fied state tuition programs are a 
whole different ballgame. Most of the 
states offering these programs make 

them available to residents and non­
residents alike, and the choice of col­

lege makes no difference. In the typi­
cal program, over $100,000 can be 
contributed for a single beneficiary 
and is invested on a tax-deferred basis 
in an age-banded portfolio of mutual 
funds, which provides a more aggres­
sive asset allocation for younger bene­
ficiaries and then becomes more con­
servatively invested as the beneficiary 
nears college age. The state will con­
tract with an investment manager 

(such as Fidelity, TLAA or Vanguard) to structure 
the portfolios and administer the program. Many states 
offer tax deductions, income exemption or scholarships 
for residents making contributions to their programs. For 
federal financial aid purposes, the account is generally 
considered to be an asset of the parent despite being 
taxed to the child.

Why should the financial planner be excited about 
these programs, particularly since none of them (with the 
exception of Montana) offer commissions to investment 
advisers? It is because they can be great for your clients, 
and your clients will definitely need help in sifting 
through all the special programs now available for higher 
education (Education IRA, withdrawals from regular and 
Roth IRA, Series EE bonds). They also need help in 
developing a strategy for using qualified state tuition pro­
grams. There arc many different state programs to 
choose from and each program is different. And because 
the investment of contributions is directed by the state, 
not the account owner, your client will need help in prop­
erly balancing the asset allocation imposed by the state 
with his or her other investments.

Note: Joseph F. Hurley CPA, is a tax partner at Bonadio &
Co. LLP in Rochester, N.Y. He has appeared before the IRS 
and Treasury in hearings on the regulations being developed 
under IRC Sec. 529 and has written a book, The Best Way To 
Save For College -  A Comprehensive Guide to State-Spon­
sored College Savings Plans and Prepaid Tuition Contracts.
For more information, send e-mail to jhurley@honadio.com 
or go to www.savinnfnrcollcge.com,

mailto:jhurley@honadio.com
http://www.savinnfnrcollcge.com
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E ig h t  G re a t  W ays  t o  S a v e  fo r  C o lle g e
S J K C

► The newest state savings plans go to the head of the class. By Kristin Davis

S tates have been busy since we last 
reviewed state-sponsored cnl- 
lege-savings plans. Six states will 

ofTer new plans by September, and 
two more have improved their invest­
ment options. The best news: All the 
new plans earn ds on the scale we 
used to grade 32 plans in the Febru­
ary  1999 issue 
("How to Ace Sav­
ing for College").

T h e s e  states 
earned top marks 
by ado p tin g  fea­
tures we applaud­
ed in our Febru­
ary survey, such as 
providing invest­
ment options suit­
ed to lo n g -te rm  
investors and a l­
low ing proceeds 
to be used without penalty at any ac­
credited college in the U.S.

Investments in the plans shift from 
an aggressive blend of stocks and 
bonds when children are young to a 
conservative mix as they m ature. 
Money grows tax-deterred until it’s 
used for college; earnings are then 
taxed in the student's bracket. Some 
states add tax benefits for residents.

All plans levy a penalty on with­
drawals not used for college expens-

r

es. Unless noted otherwise, any U.S. 
resident can open an account.
► Arizona's Family College Savings 
Program is our favorite among the 
new plans because it gives you some 
choices about how your money is 
invested. No plan gives you total con­
trol of your investments, but Arizona

lets you predesig- 
natc  up to two  
switches— say. from 
S M & R  G ro w th  
fund  (th re e -ye a r  
annualized return, 
17.5%) to SM &.R  
B alanced  fu n d  
(1 2 .9 % ) on y o u r  
child's 13th b irth ­
day, and from that 
fund to a bond or 
m o n e y - m a r k e t  
fund at !6.

Arizona also offers the College 
Savings Bank’s C ollegeSure C D , 
which pays a rate pegged to college- 
cost inflation with a minimum guar­
antee of 47c. Whichever you choose, 
earnings are exempt from Arizona 
state tax. For more information, call 
the College Savings Bank (SOO-888- 
2723) or Securities Management and 
Research (833-667-3239).
► California's Golden State Scholar- 
share Trust (3 7 7 -7 2 3 -4 3 3 8 ; www

.scholarshare.com) invests in three 
T IA A -C R E F  funds, including the 
Growth Equity (12-m outh return , 
26.57r), Bond Plus and money-mar­
ket funds. For children up to age 2, 
the niix is 75% stocks and 25% bonds.
► Kentucky has offered only a fixed- 
rnte return in its Educational Savings 
Plan Trust (800-333-0318), with a 
minimum guarantee of 4%. Starting 
this fall, accounts will be invested in 
th e T I.W C R E F  funds named above, 
and only earlier contributions will 
retain the 4% guarantee. Earnings 
are free from Kentucky state income 
tax. Participants must have ties to 
Kentucky, such as living or working 
in the state or having a family mem­
ber who lives there.
► Maine’s NextGen College Investing 
Plan (877-463-9843) invests in nine 
M errill Lynch funds, starting with 
90% stocks and 10% bonds for chil­
dren up to age 3. Earnings are free 
from Maine income tax.
► Massachusetts’s U. Fund (800-544- 
2776) supplements the state’s pre- 
paid-tu ition  plan. Your money is 
invested in eight Fidelity portfolios.
► Minnesota’s College Savings Pro­
gram  (80 0 -6 5 7 -3 8 6 6 ) is a T IA A -  
CREF plan similar to California’s and 
Kentucky's. Minnesota residents who 
meet certain income criteria can get 
a matching grant.
► Missouri’s Saving for Tuition (Most) 
program (888-414-6678) is yet anoth­
er TIAA-CREF plan that will eventu­
ally include a fixed-rate option with a 
guaranteed minimum return. T h e  
hig boost lor Missouri residents: a 
statc-tax deduction o f up to 38,000  
per contributor per year. Earnings 
are free from Missouri tax.
► Vermont's Higher Education Sav­
ings Plan (8IHM>37T)8(>0: www.vsac 
.nig) will mirror Missouri's plan, with 
T IA A -C R E F  funds plus a guaran- 
leeil-remrn option. Withdrawals will 
lie free from Vermont lax. The  in n -  
trihotor or beneficiary must have a 
"Vermont connection."

For reviews o f plans in o th e r  
states, see www.kiplitiger.eoin/kiils. •

IA  1356HN

http://www.vsac
http://www.kiplitiger.eoin/kiils
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S ta f f  R e p o rte r o f  T h e  W a ll; '£ t t< e e t J o u r n a l
M ernlii tyn ch  & Co. and other financial 

heavyweights are staking out tu rf in  the 
college-savings-pian business, transform ­
ing the once-stodgy state plans into invest­
ment products .with a national market.

,,M errill.Lynch last month started using 
1 l l^ ’ fY^t'^brokerage network to Jna rke t 
" " Ma!ineTTrand;new NextGcii program; Its 

16-page brochure shows bright-eyed chil­
dren. documents the rising cosl of college 
and outlines various tax advantages. But it 
mentions Maine's sponsorship only a 
handful of times, even in the fine prin t.

C itigroup is taking a s im ilar approach 
w ith Colorado's Scholars Choice program, 
which wits Announced yesterday and w ill 
be marketed starting Oct. 19 through Salo­
mon Sm UlrBam ey brokers. New Hamp­
shire's year-old Unique program is touted 
by F ide lity  Investments in national news­
paper and magazine ads. And TIAA- 
CREF, which operates New York’s plan, 
has six more state programs in the 
works.

"There is a tremendous momentum 
building fo r these programs," Joseph F. 
Hurley, author of "The Best Way to Save 
fo r College," says. "As more investment 
companies wake up to the possibilities, it 
widens the whole playing fie ld ."
Age-Based Portfolios

Typically, money contributed by par­
ents and grandparents is invested in spe­
cial age-based portfolios of mutual funds. 
No federal income tax is owed on earnings 
until the funds are withdrawn to pay for 
college. Even then, earnings are taxed as 
ord inary income at the student's rate, 
which is typically lower than that of the 
person funding the plan.

A parent or grandparent can put as 
much as 550,000 into an account in a single 
year and owe rio g ilt lax as long as no 
additional gilts are made during the next 
four years.

Early versions ol the plans have been

around since (he late 1980s, but they had 
their drawbacks. Most were prepaid tu­
ition plans designed to protect against 
tuition in fla tion. Participation was re­
stricted to state residents, and investors 
typically got fu ll value only when used for 
colleges w ith in  the ir sta le ’s borders.

Then tax legislation in 1996 and 1997 
cleared up lingering tax questions, and the 
number ol plans mushroomed, Bernie 
Kent, a tax partner for Priccwaterhouse- 
Coopers in Detroit, says. They also started 
to change form. Prepaid plans s till hold the 
most money, but it is now the savings plans 
that are growing fastest in number.

Unlike the orig ina l prepaid programs, 
the new savings plans generally aren’ t 
restricted to slate residents. Thai means 
someone from, say, Illinois, could pick 
from among plans in stales such as New 
York, New Hampshire, Maine and Massa­
chusetts -  or even put money into all of 
them -  and use the funds to pay higher 
education expenses at v irtua lly  any school 
in the country.

The new savings plans also lend them­
selves to a " tu rn  key" approach, which 
sh ills  both operating cost and responsibil­
ity to outside companies. That is opening 
the* door to competition between providers.

who must a ffilia te  w ith  a state plan to 
enter the market.

"Each firm  is going to want to tell its 
customers 'We have one of these,’ "  
Abram Claude, vice president of business 
development at F ide lity  Investments, 
says.

For consumers, th is competition is 
great news, M r. H urley says. People can 
shop among several slate plans, compar­
ing the performance, benefits, expense 
and restrictions.
Nationalization Concerns

But some providers w orry about the 
trend toward nationalization. “ We believe 
the intent of the law was fo r the states to 
set up a program for state residents," not 
to use a stale to create a national p latform . 
Timothy. E. Lane; vice president of tu ition 
financing w ith  TLAA-CREF, says.-

Concerned that Congress couJd revoke 
the tax advantages, TLAA-CREF is avoid­
ing glitzy national m arketing, targeting 
instead in-state employers who could offer 
the plan through payro ll deduction.

National interest is high. Just a year 
old, New Hampshire’s plan has attracted 
nearly 5120 m illion from  investors from all 
50 states, Puerto Rico. Guam and the U.S. 
V irgin Islands. Residents of California — 
not New Hampshire -  account for the la rg ­
est number of plan accounts.

Out-of-state savers do forgo some im ­
portant tax advantages. Residents ty p i­
cally aren't taxed by the state on earnings 
in their own state plan, although they w ill 
likely owe state tax on earnings from 
oul-of-slate plans. Likewise, some slates 
give lax deductions fo r annual contribu 
lions to their own savings plans. At leas: 
one stale -  New Jersey -  is taking i  
broader view, extending its income ta> 
exemption to earnings in other states 
plans.

But these plans a ren 't for everyone 
Once you put money in to a plan, you los< 
all control over how it is invested, Eacl 
state has its own form ula, and returns van  
widely depending on the m ix of equity t. 
fixed income buill into the age-based pori 
folios.

"The models are tremendously d iffer 
en l," Kalman Chany. author of "Payin ; 
for College Without Going Broke," says. S 
are the fees. While savers in M aine' j 
NcxlGen can expect lo pay about 1.5% o 
assets in annual management fees, saver 
in New York’s plan pay only 0,G5%and Nev 
Hampshire plan savers pay about 1%.
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N e w  H a m p s h ir e

Type o f Program : Savings

N am e o f program : U N IQ U E  C ollege Investing  Plan

Initial Y ear o f O peration: 1998

T elephone: 1-800-544-1722

Internet: w w w .fidelitv .com /unique

R esidency requirem ents: N one

A ge/tim e requirem ents: N one

B asic program  description: A ccounts can be used to pay fo r all h igher education  
expenses allow ed under Section 529.

M axim um  contribution: $109,825 to increase on January 1, 2000

M inim um  contribution: $1,000  lum p sum  or $50/m onth  au tom atic  deposit.

Investm ent inform ation: A ge-based  portfo lios using a b lend  o f F idelity  m utual 
funds

Enrollm ent period: O pen

Program  fee:

$30 annual m aintenance fee (w aived  for acco un t w ith  
au tom atic deposit or exceed ing  $25 ,000  in value). 
P rogram  investm ent fee o f 0 .3%  charged  ag ain st net 
assets o f  the portfo lio . Portfo lio  expenses range from  
.65%  to .75% . Earnings are exem pt from  N ew  
H am pshire in terest and d iv idends tax.

W hat we like most: S trong and experience program  m anager F idelity  
Investm ents.

http://www.fidelitv.com/unique
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M a in e

Type o f Program : S avings

N am e o f program : N extG en C ollege Investing  Plan

Initial Y ear o f  O peration: 1999

T elephone: 1-877-463-9843

Internet: w w w .nex tgenplan .com

R esidency requirem ents: N one

A ge/tim e requirem ents: N one

B asic  program  description:
A ccounts m ay be used to pay fo r all h igher ed ucation  
expenses allow ed under Section 529. E arn ings are 
exem pt from  M aine incom e tax if  used for co llege.

M axim um  contribution: $145 ,000

M inim um  contribution: $250  lum p sum  or $50 m onth w ith autom atic deposit

Investm ent inform ation:

A ge-based  p o rtfo lios using a b lend o f ex isting  M errill 
L ynch A sset M anagem ent m utual funds. O ptions ex is t to 
invest 100%  in equity  funds, 75/25 in equ ity /fixed  
incom e funds, and 100% in fixed incom e.

Enrollm ent period: O pen

P rogram  fee:

$50  annual m ain tenance fee, w aived for M aine residen ts 
and fo r accoun ts w ith at least $2,500  in co n trib u tio n s for 
the year and fo r accounts that reach $20 ,000  in value. 
A nnual p rog ram  m anagem ent fees totaling 0 .6%  o f  net 
asset value and  expense ratios in the portfo lios rang ing  
from  0 .76%  to 0.98% .

W hat we like m ost: S trong  p rog ram  m anager with M errill Lynch.

http://www.savingforcollcge.com/statcs/mainc.htn'
http://www.nextgenplan.com


linf NextGen College Investing Plan http://www.savingforcollcgc.com/siaics/mainc.htn

W hat we dislike most:

The p rogram  will be sold th rough sales reps from  M errill 
L ynch, o ther investm ent com panies in M aine, and M aine 
banking  institu tions who m ay not have full know ledge o f 
the in tricacies o f 529 Plans (although specialists will be 
available by telephone).

N ew  developm ents: C lick here for new  developm ents!

C opyright ©  1999 by Joseph F. H urley  
F or problem s o r questions regard ing  
this w eb site con tact the w ebm aster. 

Last updated: January  13, 2000.
D isclaim er S ite M ap

http://www.savingforcollcgc.com/siaics/mainc.htn
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ienerous tax savings point many to prepaid tuition plans
omas A. Fogarty 
TODAY

■on and Dtbra Armstrong of 
l N.Y.. haw Seen good savxrc 
ia)f of their two children.
•n the government paid off 
j bond they had bought in help 
r  the kids' college education, 
rmstronp invested the un- 
ed cash in the New Ybrk Col- 
■loice Hiluon Savings Program, 
the USA's 40 siaie-sponsored

- savings plans.
husband read up on II and 

t II was a really good deal." 
says. Particularly attractive, 

■s. was being able to deduct up 
000 Uus year on their slate In- 
tax lor iheir contribution 
r tuioan plans which offer pro- 
.al money management and 
d of fed’etrJ Income tax on 
as. hate become the rage 
college savers (story. IB). As- 

m- shot up lo 17.1 billion from 
55 billion six months ago.

- states — Florida. Hawaii. U11- 
tansas. Minnesota. North Da- 
Oklahoma Tennessee. Ver- 
Oregon West Virginia und

ng — plan savings programs. 
,-.e and New Mexico are poised 
a prepaid plans, which lei In-
- lock ui nnuon at public uni­
ts by prepaying a lower rale.

ue benefits
'529 plans.' named alter Ihe 

. ol federal tax law that per- 
nem. "combiae a menu of 
■s that you're |ust not going to 
sewhere." says loseph Hurley, 
ford. N X  accountaru who has 
t o guide to the plans, 
y slates lured investment com- 

lo manage the accounts. 
TREE the company known for 
sag educators' pensions, has 
os stale plan contracts (see 
Fidelity Investments and Saio- 
raith Barney have others, and 
;arket some plans nationwide, 
plans provide for tnvesiors to 
ut if a student wins a schol- 
decides not to anend college, 
becomes disabled, 

ors and beneflcianes need not 
tied. and some plans even al- 
• donor to be Ihe beneficiary, 
federal government has de- 

ollege expenses broadly lo in­
tuition. fees, books, supplies 
uig expenses

id v a n ta g e s
ng the most frequenUy died 

now of the plans;
•dtral Income lu e s  Earn- 
ow tax-deferred unttl they are 
swisAnd when the money Is " 
or educauon. it's taxed al ihe 
:'s raie. typically 155F. 
are Income lu es  All stales 
ive income taxes match the 
deferral of taxes on earnings 

uke New Ybrk with Its 110.000 
ion per couple for cooWbu- 
go far beyond. Virginia and 
sippl offer generous tax 
such as unlunlied deductions 

tnbuttons and tax exempdons 
mings at withdrawal If the 
ts used for college, 

dale planning. Donors can 
ute up lo 150.000 without trtg- 
the federal gift lax thal nor- 
ticks In after 110,000 a year, 
occiol Ireaimenl makes stale 
plans especially appealing to 
come grandparents seeking a 
transfer wraith 
mirtrL The contributor reutlns 
of decisions aboui disburse- 

jo if parents or grandparents 
pvt of Johnny's plan to study 
.sues of rock concert tours at 
oare U. they can transfer Ihe 
i lo another beneficiary, 
s are drawn to mnke sure the 
goes for college expense*, 

names apply when It ts reed 
ethine else. Mora states follow

S a v i n g  f o r  c o l l e g e ?  H e r e ’s  h o w  s t a t e  t u i t i o n  p l a n s  r a t e
College savors are not limited lo thee own state m selecting a slate tuition plan, so they face an array ol choices. Here is a ksung ol the pta-rs that are now operating. (Acre are on me way. The chart 
includes the rating given oecn plan Oy Josccn Hixley, a candied nude ,-xxoumam who has wrmen a guide lo funds called The Besi Way to Save lor College.' A rating ol 5 is best; a 1 a worst 
More information can oe found on Honey's Web site, www.savngtartatege.com, and on the Web she of die College Savings Flan Network. www.coUegesaviogs.orv.

AveOabbto

Stata Name (phonal Web Ut*
Hurtry'a

rating
Type of 
progrwn

non-feedents'" 
(Hutey retmg)

Enrolment
penod Invwtmenta/comments

Ala. Prwva Afforoable College Turuon (PACT) Pro- sgeooes.5tate.ai.us/ 
pram 1800-252-7228) treasurer

2 Prepad No September Tracks Ala. furtwn and lee increases: 
no merest if canceled

AJaska Advance CoNoge Turnon (ACT) (in Alaska. 800- www.aasxa wkvswact 
J78*0003: outs*oe Alaska. 907-474-5671)

1 Combtied No Open Money market merest rases

finz. Aruona Famrfy College Sawigs Plan 
(602-229-2591)

www.acpe.asu.eoj 3 Savmgs Yes (3) Open CD rales, 4% mnmum or few 
SM&R mutual hnds

Ark. A/karsas Tax-deferred Turtion Savings Program www.lbeg/toian.com 
(877-142-6553)

5 Savings Yes (4) Open Nine age-based pontoice

Calif. GokJen Slate Scndarsharo Trust College Sav 
mgs Program (877-728-4338)

www.scndarshare.com 4 Savmgs Yes P) Open Age-based pontokK managed by 
TIAA-CREF

Coto. Scholars Choce College Savings Program www.scncrars-cncxoe.com Savings: 5 
(888-572-4652) Prepad: 2 
Colorado Preoaid Turfon Fund (800478*5651) www nreoaicmjpon org__

Both Sawigs: Yes (4) 
Prepad: Yes (1)

Open

FaK

Sawigs: age-based portfolios isng 
Salomon Smrth Barney mutual funds

Conn Connecticut Higher Education Tact (CHET) 
(888-799-2438)

www.atxx.tcnet.com 3 Sawngs Yes (3) Open Age-desed pontolios; various money 
managers

DtH. Delaware College investment Plan 
(800-544.1655)

www.fOtfiy.canvoeiawarB 4 Savings Yes (4) Open Age-daeed portfoeos usmg Fideity 
funds

Fla. Florida Prepaid Turnon Program 
(800-552-4723)

www.t5castam.fl.us/ 
cmpad

2 Prepad No OctoCer-January Tracks Fla. tutan ncreasae: no o- 
(erest if canceled

in. CoUoge Nurosi (877-877-3724) www.cd*egttiinc».com 2 Prop«d No Oct IB-Fed. 18 Tracks H. tubon and fee ncreasee: 
heeyy cancellation penomeo

Ind. Indiana Famrty College Sawigs Ran 
(868-814-6800)

www.cne t̂ae.fi.usritaso 4 Savmgs Yes (4) Open Marry One Group mutual fuio op­
tions: Vanguard bond fund

Iowa College Savings lowa 1888-44 -̂6696) www.coaegosavngs
•owa.com

4 Sawigs Yes (3) Open One ol four Vanguard porrtooos

Ky. Kentucky Education Savings Plan Trust 
(877-598-7078)

www. kenrucxytiust. org 4 Sawigs No Open Age-dasad porrfokos managed by 
TIAA-CREF

La. Louisiana Student TuI kxi Ais/stance and Reve- www.osiastate.la.us' 
nue Trust Program (START) (800-259-5626) start him

4 Sawigs No Open: Nov. 1 oeadkne 
for matcfwiq qrant

Government boods and other (uad- 
income invecstments

Mane NextGen College investing Plan 
(677-463-9843)

www.nemgondan.ccm 5 Sawigs Yes (4) Open Age-based portfolios using Mem* 
Lynch mutual funds

Md. Ma-Yand Prepad College Trust 
(B88-463-47r3)

www.prBpad.usmd.eou 2 Propad No red. 10-June 10 Tracks Md. avg. tuition and leos: 
cannot cancel irst three years

Mass. U. Fund 1800-544-2776) 
U Plan (800-449-6332)

www.mefa.org Savings: 4 
Preoad: 2

Bom Savings: Yes (4) 
Prepad: Yes 0)

Savings: Open 
Preoad: May 2000

Sevngs: age-basea p»nfo»cs usrig 
F>dWfTv mutual ^nds

Midi. M»ch>gan Eoucat>on Trust (800-638-4543) www.treas.5tano.rT*. uv cd 
lege/met/metndmiitm

1 Prepad No FailAwrtnr Tracks Men. tution and lees; no 
cancatabcra

Miss. Mrsstsspp Prepad AAordatfe Cd-ege Tuition 
Program IMPACT) (800-987-4450)

www troadjy5tatEjn5.L6 3 Prepad No Sept 1-Nov. 30 Tracks Mm. tuton and fees

Mo. Mrssocn Saving for Tuition Progam (MOST) 
(888-414-6678)

www.rmsdr»h05t.crg 5 Savings Yes (4) Open Age-baaed porttofcea or (ued-cv 
oome. both TiAA-CREF

Mont. Montana FarrWy Education Sawigs Program 
(BOO-888-2723)

montarwLCdioge
savmos.com

4 Sawigs Yes (3) Open CDs baaed on avg. college costs. 
4% m nm m

Nov. Nevada Prepad TuOicn Program 1883-477- 
2667)

prepad-tuoon5taieuTv.us 3 Prepad No Aug. 30-Nov. 16 Tracks Nevada tuocn increases

N.H. UNIQUE College Investing Plan 1800-544.1722) personaWOO.fdeWy.corTV
pianrunrycoaeqe

5 Savings Yes (4) Open Age-ba&ed portfolios using Fidelity 
mutual funds

N.J. New Jersey Bener Education Sawigs Trust 
iNJSEST) (B77-465-2368)

vrww5Uie.n.us/trBasuy/
053

3 Sawigs No Open Invested by sttta; nw nun 60% n 
bonds

NX. New York’s CoUoge Sawigs Program 
(877-697-2837)

www nysaves.com 4 Savings Yes (4) Open Age-based portfotas managed by 
TIAA-CREF

NC. College Vex* Fund (800-600-3453) www c»k>gevoionfima.crg 2 Savings NO Open Fueo-aicome eeaaities
Oho O*o Propad TuUon Program (ECO-233-6734) www.enkxoiege 

sawnqs orgr
2 Bom No Open Tracks Of*o tiaoon nemeses

Pa. Pennsyt/ama Tutxn Account Program (TAP) 
(800-4404000)

www.patap.org 2 Prep»d NO Open Tracks Pa. tufcon ncreasae: no nter-
est if canceled

R.l. fihooe Island ECucalxm Savings Trust (RIHEST) wNvw.nhost.com 
(877-474-4378)

3 Sawigs Yes (3) Open Ago-baaed portldos with wnous 
money manages

SC. Preoad Affordable College Educaicn (PACE) 
(888-772-4723)

wv/w.staie.sc.usTpp 2 Prepad No Oct 1-Jan. 21 Tracks S.C. Ctibon and fe.' ncreaaoa; 
no ntaroet »f carcekd

Tenn. Tennessee Baccstaseate Education System 
Trust (BEST) (888-486-2378)

www.ireas4/y5X3ie.tn.us/
best.htm

1 Propad No Open Tracks Tana txation and fee ncreasas

Texas Torno Tomorrow Fund (800-445-4723) www.tiuastomorrow 
fund com

2 Prepad NO Nov. 1-March 28 Tracks Texas bation and fee r>

Utan Utah Educational Savings Plan Trust (UESP) 
(800418-2551)

wwwuesp.org 4 Sawigs Yes (4) Coen Fou cpoona, with stae-run ftr.ed-n- 
coma fund and \*nguard stock and 
bond index fends

Va Wpma Education Sawigs Trtct (VEST) 
Vrgmia Prepad Education Progam (VPEP) 
(888-567-0540)

www.vpep.statfl.vo.us Savngs: 5 
Prepad: 3

Bom Sawigs: Yes (4) 
Prop&d: No

Savings: Open 
Prep®d: Dec. 1-Feb. 29

Props*! tracks Vs turtion and fee n- 
crasMa: sswige: seven age-based 
portfoftce

Wash. Guaranteed Education Turtxm of Washngton 
(GET) (877-438-8848)

www.geiwagov 2 Preped No Sop*- 1-Jan. 15 Tracks WssA. tLition increase*

W.Va. Wesl Vrgrna Prop®d CcAege F\n  
(800-307^701)

www.wvtTB«st#y.com 2 Prepad No Octotxr-January Tracks IN. Vs. turtion and fee tv 
ornases; no merest if canceled

Wo. EcTveot Wisconsin (888-338-3789)

5a*» tm ng k> •* .awngi iitiwui are

edvest5tat®.wtijR 1 Sawigs No Open Tuition tnrts tanka to U.S. Sawigs 
Bands, non 6% intwest

The downside
So. wbai's oo! lo like?
Kalman Chany, author of Peying 

lor College Without Going BroJte, 
says state officials and companies 
thai manage Ihe plans are only pitch­
ing the plans' good points.

For sinners, Chany says, anyone 
who Invests In a tuition plan before 
maJung sure they are getting [fie 
maximum employer match In their 
company's tOKk) plan — if ihey 
have one — is malting a big tnotue. 
Beyond that. Chany and outers point

account can be steep.
► Lack of Investment choice. 

Once an accoum is open, the stare — 
or the investment company acting as 
me Rale s agent — takes fuU control 
over how me money is invested, lo 
most savings plans. Ihe asses are al­
located. according lo Uie beneficia­
ry's age. among stocks, bonds and 
money market mutual funds

The younger me beneficiary, the 
mere rak Is ukeo. By the time the 
student reaches college, most of the 
account a invested hi low-nsk boreto 
and money market mutual funds.

an account. New Hampshire, by con­
trast. invests 8g» of a newborn's ac­
count in stocks.

► Prepaid plan conversion* Pre­
paid tuition contracts lei srudens 
convert suite university tuition cred- 
IB for use at a pnvare or oul-of-suie 
college. Some plans, however, make 
conversions al a significant discount 
from public university nilUoo.

► Taie*. Tax payments aren't con­
sidered a college expense under IRS 
roles. So a student must have another 
source of money to pay taxes oo 
money coming out of me savings

investment account which lets a mi­
nor withdraw up to J700 in Inierefl 
tax-free each year.

► Impart an financial aid. Pro­
ceeds from a prepaid tuition plan re­
duce a student's financial need dol- 
lar-for dollar.

By coonafl. al least for now. the 
government has Issued an Interpreta­
tion thal gives saving plans rela­
tively favorable treatment In fin :. 
dal aid calculations. As a result, 
savings accounts have less negative 
Impact oo aid than other assess.

But Ihe debate over how savtnto

modal aid substantially.
So how do you pick a plan?
The first decision Is between a pre 

paid and a mringi plan
► A prepaid plan ts for a coaserva 

live Investin' who wants Ihe assur 
ance thal the full cost of college, a 
least the com of college it  a pubbi 
unlvwwty, wtl) be covered.

► A savings plan b tor thoae wh­
am live with the idea that iheir m 
top may come up ihort of fully cm 
enng nation.

Once that doctsao ts made, chrcl 
to «ee If your own state often whr

http://www.savngtartatege.com
http://www.coUegesaviogs.orv
http://www.aasxa
http://www.acpe.asu.eoj
http://www.lbeg/toian.com
http://www.scndarshare.com
http://www.scncrars-cncxoe.com
http://www.atxx.tcnet.com
http://www.fOtfiy.canvoeiawarB
http://www.t5castam.fl.us/
http://www.coaegosavngs
http://www.nemgondan.ccm
http://www.prBpad.usmd.eou
http://www.mefa.org
http://www.enkxoiege
http://www.patap.org
http://www.ireas4/y5X3ie.tn.us/
http://www.tiuastomorrow
http://www.vpep.statfl.vo.us
http://www.geiwagov


States by Type of Program

i * Prepaid only -  operational

M ichigan
O hio
A labam a
A laska

P ennsy lvan ia
T exas
M ississipp i
W ashing ton

/ Prepaid only -  in progress
N ew  M exico

Savings only -  operational
K entucky
W isconsin
L ouisiana
Indiana
Utah

M aryland 
South C arolina 
W est V irg in ia 
N evada

C onnecticu t 
N orth  Carolina 
N ew  H am pshire 
D elaw are 
M ontana

u Savings only -  in progress
M aine
C aliforn ia
M issouri
M innesota

V erm ont 
N orth  D akota 
W yom ing 
O klahom a

N ew  Jersey 
Iow a
N ew  York 
R hode Island 
A rizona

K ansas
H aw aii
O recon

/ Dual -  operational .
M assachusetts

$  Dual -  in progress (w ith  legislative authorization in place)

C olorado
V irginia

T ennessee
Illino is

Florida

Hopefuls
A rkansas
G eorgia

Idaho
N ebraska

South D akota 
W ashington . D.C.




