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March 29, 1999

The Honorable Drue Pearce 
Senate President 
Alaska State Legislature 
State Capitol 
Juneau, AK  99801-1182

Dear Presidenf-Fearce:

Last year we put into place my Quality Schools initiative which will improve Alaska's 
public school system through required standards and testing and enhanced funding. This 
year it is fitting we rake the next step toward quality education by establishing the Alaska 
Scholars Program. I first proposed this program last year as an incentive for Alaska high 
school students to achieve academic excellence and to choose to remain in Alaska in 
pursuit o f  higher education. Today, I am re-introducing this measure with the same 
hopes it will offer our kids a great education and help build the state's future.

Under the Alaska Scholars Program, scholarships would be awarded to the top 10 percent 
o f  high school students to attend the University o f  Alaska. A recipient could receive the 
scholarship for up to four years, provided he or she is successfiilly completing a full-time 
certificate or degree program. This program is also designed to provide maximum 
flexibility for students who may have additional financial aide and to allow recipients to 
benefit from the available federal tax credits.

After I proposed this program last year, the University o f Alaska decided to establish it 
administratively as a pilot project using the Natural Resources Fund. In order for the 
program to continue, it is essential it be established in law. This would remedy 
confidentiality requirements that now make it difficult for schools to release the names o f 
the scholarship recipients and for the University to contact them.

While the Alaska Scholars Program fiscal note is showing no general fund expenditure, it 
may well be that the Legislature decides to appropriate general funds in the future. 
M eanwhile, the University is prepared to use earnings from the Natural Resource 
Endowment, but this does mean that funds are being diverted from other projects and 
programs that are also o f  great value to the University and to the State.



I urge your prom pt and favorable action on this measure as a means to continue our 
efforts in im proving the quality o f education in our state and expand access to higher 
levels o f  learning.

The Honorable Drue Pearce
March 29, 1999
Page 2

Sincerely,



U n iv e r s i ty  o f  A la s k a  
S ta te w id e  O ffic e  o f  U n iv e r s i ty  R e la t io n s  

P O  B ox 755200
F a irb a n k s ,  A la s k a  99775-5200  

(907) 474 -7984 0uM om)

TO: Senator Mike Miller, Chair 
Senate HESS Com m ittee

FROM: A nn Ringstad, Director, G overnm ent R e la tio n s/
Statew ide Office of U niversity Relations —

DATE: A pril 19,1999 S '

RE: SB 127 -  "A n Act relating to scholarships to attend the U niversity of Alaska;
and  provid ing  for an effective date."

The pu rpose  of this m em o is to request that you calendar the above referenced bill for a 
hearing in the H ouse HESS Com m ittee in the very near future.

The Board of Regents recently approved the U niversity President's UA Scholars Program, 
and it has been fully im plem ented. This program  provides a $10,800 scholarship to theJop  
ten percent of A laska's h igh school seniors, com m encing w ith  the class of 1999.

This legislation is necessary for the following reasons:

1. To establish the UA Scholars Program  in. statute;
2. To obtain the necessary inform ation from school districts throughout tine state to aw ard 

the scholarships.

Thank you for your consideration of this legislation.
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FISCAL NOTE
STATE OF ALASKA
2000 LLGISLAT1VE SESSION
Revision Date (Note if correction) ________
Title An Act relating to scholarships to attend the
University of Alaska: and providing I or an effective date ______
Sponsor ____________________________________________________
Requester ________________________________________

BILL NO. CSSSI27|(HES)

Dept. A ffe c led _____________
BRU Statewide
Component _____________

University of Alaska

Component Serial No.

E x p e n d itu re s /R e v e n u e s
O PERATIN G EX P EN D ITU R ES F Y  01 F Y  02 PY 03 FY 04 F Y  05
Personal Services 45.5 45.5 45.5 45.5 45.5
Travel 4.0 4.0 4.0 4.0 4.0
Contractual 2.5 2.5 2.5 2.5 2.5
Supplies 5.0 S.O 5.0 5.0 5.0
Equipment
Land & Structures
Grants & Claims 1,652.8 2.406.3 3.107.5 3,454.0 3.679.5
Miscellaneous

TO T A L O PERATIN G 1.709.0 2,463.3 3,164.5 3.511.0 3,736.5

CAPITAL EXPENDITURES

CHAN GE IN R EV EN U ES  ( u .
FUND SOURCE
1002 Federal Receipts
1003 G F  Match
1004 G F
1005 GF/Program Receipts 
1037 GF/Mental Health 
1048 University Receipts

*2.463.3 *3,164.5 *3,511.0 *3.736.5

1.709.8
TO TA L 1.709.8 *2.463.3 *3,164.5 *3,511.0 *3.736.5

Estimate of any current year (FY00) cost: 

POSITIONS

none

Full-time 1 1 1 1 1
Part-time
Temporary

| A N A LYS IS : (Anac/i a saparxa paqa rt accessary)
Provides for one clerical position to coordinate activities and process correspondence plus travel to attend UA 
Scholars events, supplies, and mailing costs. A ssum es a fifty percent base capture rate of eligible students, a four 
year retention rate at ftfty percent, and total scholarship cost capped at $2,750 per participant per year.

This fiscal note assu m es a return ot capital payments from the Alaska Student Loan Corporation to partially fund 
the Alaska Scholars Program in years PY02 forward.

Prepared by Jim  Lyncn. Interim Vice President tor Finance Phone 4 ^ 7 -  7 ^ 9 ^
Division Statewide Finance Date

Approved by Commissit Jim  Lynch, Interim Vice President (or Finanse Date <70
Agency Statewide Finance (

P R E P A R E R  TO PRO VID E A L L  O ISTRIBUTIO
For further dietnbutioo information.

(Rev ftY n StW onn XH/OU0

IE S  TO G O V ERN O R ’S  LE G IS LA T IV E  O FF IC E
ie Governor's Legislative Office

Page 1 of 1
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U A  Scholars Program

Class Total Capture Number
Year Pool Rate Captured

1999 780 35% 273
2000 792 50% 396
2001 804 53% 422
2002 816 55% 450
2003 828 58% 479
2004 840 61% 511

Number of scholars

Cost Projection:
Cost per scholar

Total scholarship costs

FY99 FY00 FY01 FY02 FY03 FY04 FY05

273 205 156 137 _ _

i 396 297 226 198 -

422 317 241 211
1 450 338 257

479 359
511

- 273 601 875 1,130 1,256 1,338

$0 $2,700 $2,750 $2,750 $2,750 $2,750 $2,750

$0 $737,100 $1,652,750 $2,406,250 $3,107,500 $3,454,000 $3,679,500

Significant assumptions:
Pool of graduates will increase annually by 1.5%
Capture rale for class year 2000 50.0%
Annual increase in capture rate 5.0%
Scholarship award FY00 $10,800
Scholarship award FY0I and forward $11,000
Annual retention rates year 2, 3 ,4 75% 57% 50%

Revised 1/31/2000 2:05 PM
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CS FOR SENATE BILL NO. 127( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-FIRST LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsor(s): SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to scholarships to attend the University of Alaska; and 

providing for an effective date." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 14.43 is amended by adding new sections to read:

Sec. 14.43.011. Purpose. The purpose of AS 14.43.011 - 14.43.049 is to 

establish the Alaska scholars program to provide incentives for high school students 

in this state to achieve excellence, to nourish efforts of school districts to provide a 

high quality education, and to provide opportunity for the highest achieving high 

school graduates in this state to attend and graduate from the University of Alaska, 

thus increasing the likelihood that these students will make this state their permanent 

home

Sec. 14.43.013. Creation of the Alaska scholars program . There is created 

the Alaska scholars program. The scholarship program is administered by the Board 

of Regents of the University of Alaska.

-1-
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* Sec. 2. AS 14.43 is amended by adding a new section to read:

Sec. 14.43.016. Scholarship eligibility, (a) To be nominated for a 

scholarship from the Alaska scholars program, the student must

(1) be a United States citizen or an alien lawfully admitted for 

permanent residence in the United States; and

(2) meet one of the following achievement standards, as determined by 

each qualified high school in this state and as determined under guidelines established 

by the board, at the end of the student’s junior year:

(A) for a junior class of 30 or more students, be in the top 10 

percent of the class;

(B) for a junior class of 15 - 29 students, be one of the top two

students;

(C) for a junior class of less than 15 students, be the top

student;

(b) To receive a scholarship disbursement from the Alaska scholars program, 

the student must

(1) have a high school diploma from a qualified high school in this

state;

(2) by the fall semester that begins within 16 months following the 

student’s high school graduation, be accepted into a certificate or degree program of 

the University of Alaska; and

(3) be enrolled as a full-time student at the University of Alaska.

(c) To maintain eligibility for a scholarship disbursement under AS 14.43.021, 

the student must

(1) each semester, register at the University of Alaska for courses 

totaling at least 12 credit hours;

(2) be in good standing in accordance with University of Alaska 

institutional and program standards; and

(3) be making progress toward completion of a certificate or degree

program.

* Sec. 3. AS 14.43 is amended by adding a new section to read:

WORK DRAFT WORK DRAFT 1-GS1029\D

CSSB 127( ) -2-
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Sec. 14.43.021. Scholarship award. Subject to appropriation, the president 

of the University of Alaska shall award to an eligible student under the Alaska scholars 

program a scholarship of $10,800, to be disbursed in the amount of $1,350 each 

semester. Disbursements under this section may not be made for more than eight 

semesters or for enrollment commencing more than six years after initial enrollment 

at the University of Alaska.

(b) The award may be used only for tuition, fees, room, board, books, supplies, 

necessary transportation, and other costs incurred for attendance at the University of 

Alaska.

(c) The board may adjust the amount, terms, or conditions of the scholarship 

award and disbursement to reflect changes in the cost of education or to reflect other 

considerations.

* Sec. 4. AS 14.43 is amended by adding new sections to read:

Sec. 14.43.031. Financing; administration, (a) The Alaska scholars program 

is financed from a fund administered by the board. The fund consists of 

appropriations from the general fund, appropriations of university receipts, and 

appropriations of income and earnings of the fund. Appropriations to the fund do not 

lapse. The fund may be used only to finance the Alaska scholars program.

(b) The board may discontinue, terminate, or modify the scholarship program 

on a retroactive basis if sufficient funds are not available to make awards or 

disbursements from the fund.

(c) The board may adopt regulations, orders, or plans to implement 

AS 14.43.011 - 14.43.049.

Sec. 14.43.049. Definitions. In AS 14.43.011 - 14.43.049,

(1) "board" means the Board of Regents of the University of Alaska;

(2) "qualified high school" means a public high school, a high school 

accredited by the Northwest Association of Schools and Colleges, or a high school 

approved by the board;

(3) "scholarship program" means the Alaska scholars program.

* Sec. 5. AS 14.43.510(g) is amended to read:

1-GS1029\D
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(g) This section does not apply to loans received by a person under 

AS 14.43.011 - 14 .43 .160 [AS 14.43.010 - 14.43.160] or 14.43.710 - 14.43.750.

* Sec. 6. AS 14.43 is amended by adding a new section to read:

Sec. 14.43 .940. Scholarship program  information, (a) The board shall 

make information about the Alaska scholars program and other scholarship programs 

available to each school district in the state and at each campus of the University of 

Alaska.

(b) By September 15 before each annual graduation, a qualified high school 

in the state with a high school graduating class shall provide

(1) to the board a list of the names and addresses of students in the 

graduating class who meet eligibility requirements for the Alaska scholars program and 

other scholarship programs as requested by the board; and

(2) to those students on the list prepared under (1) of this subsection 

a notice of eligibility for the scholarship program and notice that the eligibility is 

subject to confirmation by the board.

(c) A school district shall amend its policies, including those applying to 

student directory information, as necessary to comply with this section.

(d) A qualified high school may not provide to the board the name of a student 

if the parent or legal guardian of the student objects to the disclosure.

(e) In this section,

(1) "board" means the Board of Regents of the University of Alaska;

(2) "qualified high school" has the meaning given in AS 14.43.049.

* Sec. 7. AS 14.43.010, 14.43.015, 14.43.020, 14.43.025, 14.43.030, 14.43.050, 14.43.055, 

14.43.060, 14.43.065, and 14.43.075 are repealed.

* Sec. 8. The uncodified law of the State of Alaska is amended by adding a new section 

:o read:

APPLICABILITY. This Act applies to students who were in their senior year of high 

;chool in the 1999-2000 or a subsequent school year.

* Sec. 9. The uncodified law of the State of Alaska is amended by adding a new section 

o read:

TRANSITION. A person who is attending the University of Alaska and receiving a

WORK DRAFT WORK DRAFT 1-GS1029\D
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scholarship under the provisions of AS 14.43.010 - 14.43.075 as those provisions existed on 

the day before the effective date of diis Act shall retain the scholarship as long as the student 

satisfies the provisions of AS 14.43.010 - 14.43.075, as those provisions existed on the day 

before the effective date of this Act.

* Sec. 10. The uncodified law of the State of Alaska is amended by adding a new section 

to read:

REVISOR’S INSTRUCTION. The revisor of statutes is requested to change the 

heading of art. 1 of AS 14.43 from "Article 1. University of Alaska Scholarships for High 

School Graduates" to "Article 1. Alaska Scholars Program."

* Sec. 11. This Act takes effect immediately under AS 01.10.070(c).

1-GS1029\D
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F I S C A L  N O T E

Revision Date (Note ir correction)
TCtfe UA Scholars Program

STATE OF ALASKA
1999 LEGISLATIVE SESSION

BILL NO. SB 167

University of Alaska

Dept Affected
"b r u

Component

University of Alaska
University of Alaska
Systemwide Budget Reductions &

Sponsor
Requester

Senator Gary Wilken Additions
Senate H ESS  Committee Component Serial No.

Expenditures/Revenues
O PERATING EXPEN D ITU RES FYOO F Y  01 FY  02 \ F Y  03 F Y  04
Personal Services
Travel *

Contractual
Supplies
Equipment
Land & Structures
Grants & Claims 494.1 1.360.8 2,011.5 2,497.5 2,708.1
Miscellaneous

TO TAL OPERATING 434.1 1.360.8 2,011.5 2,497.5 2,708.1

[c a p i t a l  e x p e n d i t u r e s '

| CHANGE IN R EVEN U ES (~

FUND SO U R C E
1002 Federal Receipts •
1003 G F  Match -
1004 G F
1005 GF/Program Receipts
1037 GF/Menta! Health
Other (University Receipts) 494.1 1.360.8 2,011.5 2.497.5 2.708.1

TO TAL 494.1 1,360.8 2,011-5 2,497.5 2,708.1

Estim ate o f any current year (FY99) c o s t  

POSITIONS

None
'

Full-time
Part-time
Temporary

A N A LYS IS : (Attach a separate page i f  necessary)
This biD provides for a scholarship o f S2.700/year for 4 years to the University of Alaska for students who meet the following criteria: (a) graduate 
within the top 10% of a graduating class of 30 studenis or more; (b) be one of the top 2 graduates ef a graduating class of 15-29 students; or (c) be 
the top grad train ofa class of leas than 15 students. Based on information compiled by the Alaska Dept of Education and the above criteria. 733 
students would be eligible for the scholarship. This fiscal note assumes that 25% of potentially eGgibte graduates will take advantage of the program 
in FYOO, and that 50% of potentially eligible graduates will take advantage of (he program eacn year thereafter, ft further assumes that 75% of each 
year's participants will enroll in the following year - Le.. 75% of the freshmen win enraa as sophomores. 75% of the sophomores win enroll as juniors, 
etc.

The FYOO identified university recei at funding for this scholarship program is the University's Natural Resources Fund which is the earnings on the 
University's Land Grant Trust Fund.

Prepared by 
Division

Pat Pitney, Director
UA Office of Budget and Institutional Resaerch

Approved by C oPat Pitney. Director 
Agency

Phone
Date_

Date

474-7958
4/30/99
4/30/99

UA Office of Budget and Institutional Resaerch

P R E P A R E R  TO PROVIDE A L L  DISTRIBUTION CO PIES TO  GOVERNOR'S LEG ISLA T IV E  O FF IC E
For former distribution information. caK the Governor's Legislative Office

(Raw 907) oerW wmjliOM  8 Page 1 of 1_



r  c .
SENATE COMMITTEE REPORT 

First Committee of Referral

DATE: 4/30/99 FURTHER: Finance

Date of 5-Day Notice: 24-hour rule in effect 
(in accordance with Uniform Rule 23)

DATE TURNED /
IN TO OFFICE: S / W 9 9

HESS Committee considered SENATE BILL NO. 167

"An Act relating to scholarships to attend the University of Alaska; establishing the Alaska scholars 
program; and providing for an effective date.”

and recommends:

[ ] be replaced with

[ ] adopt p re v io u s ______

[ ] attached amendments)

[ ] adopt Letter of Intent by _ 

[ ] further referral to the___

CS

CS

Senate Eill:
[ ] same title 

_) [ ] new title
House Bill:

.) [ ] same title 
[ ] technical title 
[ ] new: SCR"___

Committee

Committee

NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):* 
Department Date Zero Fiscal

[ ] APPROPRIATION -  no fiscal note ♦include fiscal notes accompanying Governor's bill



G a r y  W il k e n
SENATOR 

Districts 29 & 30 
West Fairbanks

Senate Sundinc Committees 
Member. Finance 
Member: Hcalih. Education, &

Sociat Services (HESS) 
Member: Legislative Budget & Audit 
Member State Affairs

Dunne Session:
Slate Capitol Building 

Juneau. Alaska 99S01-!! 32 
Tel (907) d51-5501 (in Fb*i arcai 
Tel: (9071 -165-3709 (outside Fbksl 

Fax' (907) 465—171-1 
Website: ivsvw.garywilker. com 

E-Mail Senator_Cary_\Vilken 3 iejis suite ak us

Interim:
1851 FoxAve 

Fairbanks. Alaska 99*0',
Tel (907)-451-550:
Fax: (907) J51-043*

S p o n s o r  S t a t e m e n t

SB 167 - University of Alaska Scholarships

Senate Bill 167 establishes the Alaska Scholars P rogram , adm inistered by the 
Board of Regents of the University of Alaska. U nder this program , scholarships 
are aw arded  to the top 10 percent of A laska's h igh  school students to a ttend  the 
University of Alaska. A recipient receives the scholarship  for u p  to four years, 
p rov ided  the s tu d en t successfully com pletes a full-tim e certificate or degree 
program . The aw ard , in the am ount of $1,350 p er sem ester, m ay be used for 
tuition, fees, room , board, books, ‘'.lu isportation and  o ther education expenses.

An ind iv idual is eligible for a UA Scholarship if, a t the end  of the jun ior year, the 
studen t is: (1) in  the top 10 percent of a class of 30 or m ore students; (2) one of 
the top tw o studen ts  in a class of 15-29 students; or (3) the top s tu d en t in a class 
of less than  15 students. The aw ard  m ay be used  a t any  U niversity of Alaska 
cam pus.

For the 1999-00 school year, the U niversity of A laska established this scholarship 
p rogram  as a p ilo t project using the U niversity 's N atural Resources Fund. 
H ow ever, in o rder for the Alaska Scholars P rogram  to effectively continue, it is 
im portan t it be established in law. Senate Bill 167 requires a qualified high 
school in the sta te  to provide the Board of Regents a list of the nam es and 
addresses of eligible students. This condition offers a rem edy to current 
confidentiality requirem ents that now  m ake it difficult for schools to release the 
nam es of the scholarship recipients and for the U niversity  to directly contact the 
eligible students.

Senate Bill 167 p rov ides an  incentive for A laska's h igh  school s tuden ts to achieve 
academ ic excellence, expands access to h igher levels of learning, and  encourages 
our top h igh  school g raduates to attend  the U niversity  of Alaska. I urge your 
su p p o rt for Senate Bill 167. / ?  r

Home of the
University of Alasfoi
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April 30,1999

Update on the UA Scholars Program

State of Alaska Departmentof Education records show 286 public and 37 private 
Alaska High Schools that qualify to participate in the UA Scholars Program in 
1999. These include all public high schools, charter schools and 
correspondence school programs tied to a public school, as.welJ as private 
schools throughout the state which are either accredited by the Northwest 
Association of Schools and Colleges, or registered with the State of Alaska 
Department of Education.

Approximately 7,200 Alaska high school students will graduate in the class of 
1999; we had estimated that 733 students would qualify in the top 10% of their 
class of 1999. Current estimates of total participation in this program appear to 
be about a 25% acceptance rate.

To date, we have received information from 117 Alaska high schools, including 2 
charter schools, 7 correspondence schools and 4 Christian schools. Seven 
schools informed us that they do not have any graduating seniors for the class of 
1999.

As of April 29,1999, we have received 668 names of eligible UA Scholars 
Program recipients. All of these students have been notified of their receipt of 
this award via a personal letter from President Hamilton. Official UA Scholars 
Program certificates will be presented to these award recipients at the various 
awards ceremonies at the high schools throughout the state in early May.

UAA shows 82 UA Scholars have applied for admission; UAF shows 84 
applicants that are receiving the UA Scholars Award and UAS has a total of 15 
applicants as of April 29,1999 that are UA Scholars Award recipients.

4/30/99 atr

www.alaska.cdu/ua/scholars/ scholars(?'alaska.edi: Ph; 474-7984 Fax: 474-7570 Toll Free: 1-S77-257-2465

http://www.alaska.cdu/ua/scholars/
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Office of the President N e w s  R e l e a s e
J a n u a r y  8 , 1 9 9 9 Public Affairs (907) 474-7272

UA President H am ilton Says Scholars Award Program Looks 
Beyond O il Prices to  Secure Alaska's Future

There has never been a more important time for Alaska to invest in higher education, by increasing opportunities for young 
Alaskans to attend college in their own state. University o f  Alaska President Mark R. Hamilton told high school principals 
and counselors in Anchorage and Fairbanks this week.

The university's chief executive met with the school officials to discuss with them theUniversi ty of Alaska Scholars Award 
Program which will give the top 10 percent o f each high school graduating class, beginning in the spring o f  1999, a four 
year scholarship award to the University of Alaska campus of their choice.

Hamilton said the program is designed to help reduce the number o f Alaska's top high school graduates who leave the state 
for education and jobs elsewhere. He said almost 60 percent of the state’s graunates who go on to higher education leave 
Alaska to attend college in the Lower 48 each fall, and most of them never return- Other states educate anywhere from 70 
to 80 percent of their college-bound high school graduates at their own in-state colleges and universities.

“Alaska is dead last in this oouncry in the retention o f its high school students," Hamilton said. We have to mm that around 
because Alaska needs to take its whole team, not just the elite, into the 21st Century.”

Hamilton said in his opinion the "brain drain” is a natural resource issue ihai dwarfs discussions about the price of oil from 
day to day. “We’re exporting our future and we’re not nearly concerned enough about it.” be said.

Counting state, local and federal funds, Hamilton said Alaska spends about a billion dollars a year on K-12 education, so 
chat means that each year the cohort o f  Alaska high school graduates represents an investment of S12 billion, an amount 
which represents half o f what’s in the Alaska Permanent Fund.

“If we don’t make more o f  an effort to keep Alaska’s best and brightest in the state, then we are spending a considerable 
amount o f money each year to make kids smarter for export to other states,” he said. “It doesn’t make any sense.”

Hamilton believes the University of Alaska Scholars Award Program will start to maicr. a difference in solving the problem, 
and he hopes that people around die state will agree with him. “The: rdpients of these awards win become the best possible 
ambassadors for the University of Alaska in communities all across the state, and because they are most likely to stay in 
Alaska after graduating, they will help build the state’s  future,” he said.

The award amount for the graduating high school classes of 1999 and 2000 will be S10.800 per recipient The award is 
redeemable in the amouncof $1350 per semester, fora total o f eight semesters. To be eligible, students must be in the top 
10 percent o f  their class at an Alaska high school accredited by the Alaska Department of Education.

The UA Scholars Award Program cost is estimated to vary from S500.000 to $750,000 a year, and will be paid initially by 
the university from earnings of the University o f Alaska Land Grant Endowment Fund.

"This is part o f the money the university receives for managing and developing its land,” Hamilton said, “and it is appropriate 
that we re-invest a major part of it in Alaska’s young people, the state’s greatest natural resource.”

Program specifics are being developed now, Hamilton said, and will be widely disseminated soon to all Alaska school 
districts.

The University o f Alaska Scholars Program is receiving national attention because o f recent studies which show that the 
cost o f  higher education continues to rise nationally as available federal grant money continues to erode, putting higher 
education out of reach for many families in America. California and Texas have both announced similar student retention 
scholarship programs.

FOR MORE INFORMATION: Bob Miller, 907-474-7272
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AlaskJP State Legislaftre

Senator Mike Miller, Chairman
Senator Pete Kelly, Vice Chairman I 1 State Capitol, Rm 119
Senator Drue Pearce Juneau, Alaska 99801-1182
Senator Gary Wilkcn (907) 465-3762
Senator Kim Elton

Senate Committee on 
Health, Education and Social Services

S B  1 7 0  
O n - t h e - J o b  A s s a u l t  I n j u r i e s  

SPONSOR STATEMENT

In recent years, parents and educators have been looking for ways to ensure the safety of the 
children and employees of the schools, SB 170 accomplishes this. This bill is being introduced at 
the request of NEA-Alaska and the companion bill in the house is HB 226 by Rep. John Coghill.
The legislation provides for a teacher or other employee of the public school system placed on 
leave without pay because of injuries received from an on -the-job assault to accrue credited 
service-.
This legislation amends the Teacher’s Retirement System (TERS) so a teacher unable to work 
due to on an on-the-job injury or occupational illness for which the teacher is receiving workers’ 
compensation may opt to purchase credited service. Public employees already have this option 
under the Public Employees Retirement System (PERS)

The legislation is very basic and accomplishes two things:
Provides equity of credited service between TERS and PERS

Provides that when ail employee of a public school looses work time from the 
physical assault on the job, the employer would contribute to the employees' 
credited service.

Thank you for the consideration of this bill.



- A l a s k a

A ffilia te d  w ith the National Education Association

SB 170 - Education Employees and On-the-Job Injuries
May 11,1999

N E A -A lask a  supports  SB 170. T he bill w ill p reven t e ither a  loss o f  re tirem en t 
serv ice  cred it o r out o f  pocket expense  for school personnel in ju red  th ro u g h  
physical assau lt w hile at w ork. W e o ffer the  fo llow ing though ts  in  su p p o rt o f  
SB 170.

The 3 0 th Annual Phi Delta Kappa/Gallup Poll o f Public Attitudes Toward the 
Public Schools showed that concern about fighting and violence replaces lack o f 
discipline, need fo r more control, and lack offinancial support as the top 
problems facing local public schools.

School personnel are equally  concerned  about safety, o rder and  d isc ip lin e  w ith in  
schoo ls and  classroom s. T he nu m b er o f  v iolent incidents against school s ta f f  
has increased . School d istricts seek  to  iden tify  w ays to contro l and  reduce  
v io len t acts w ith in  schools. T he responsib ility  for control o f  c lassroom s falls 
d irectly  on teachers and support personnel.

B ecause o f  the  dedicated  w ork  o f  school staff, schools rem ain  the  sa fes t p lace  
for studen ts. H ow ever, as school personnel w ork to m ake o u r schoo ls safe  for 
all ch ild ren , occasionally  a s ta f f  m em ber w ill sustain an in jury  as a resu lt o f  a 
physical assault. I f  th is should  occur, an em ployee on w o rk e r’s com pensa tion  
as a  resu lt o f  in jury  o r on an unpaid  leave o f  absence associa ted  w ith  th is ty p e  o f  
in ju ry  w ill e ither lose m oney or serv ice  tim e in their respective  re tirem en t 
system s.

SB 170 p rov ides a  e lem en t o f  re lie f  for a school s ta f f  person  assau lted  w h ile  in 
the line o f  du ty  by requ iring  the em ployer to  pay  e ither the T R S  o r PE R S 
contribu tion  for school personnel on leave due to  on-the-job  physica l assault.
SB 170 w ill e lim inate  a break  in serv ice  retirem ent credit.

N E A -A lask a  appreciates the  w o rk  o f  S enato r M ike M ille r in co rrec ting  a 
w eakness in the  PER S and TR S sta tu tes  for school personnel w ho w o rk  each  
day  to  m ake our schoo ls safe p laces for ch ildren  and fam ilies.

(s:\politica\position\99-00\SB 170 on-thc-job assault.doc)
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Cheryl Rankin 

Dean W lwley School

April 29, 1999

It was a cold  January day in 1993 and I was a special education secondary teacher at 
W haley School. W haley S ch oo l is a specialized educational school for students w ho  
are certified severely  em otionally  disturbed. M y secondary ciass w as in physical 
education and because they had been som ew hat unruly that day 1 w as assiting the 
physical education teacher. O n e l 1th grade boy was verbally and physically  threatening 
ano'her student. The 1 1th grader ( I'll call him X ) had a bat in his hand and was 
sw in g in g  it around in an extrem ely dangerous way. The boy he w as threatening w as 
yellin g  for assistance. I intervened on behalf o f  the victim and fried to talk the f l  th 
grader into leaving the area. At that point I was approximately 6 feet aw ay from X. X  
began w alking towards the door and I follow ed him at that same distance when, 
w ithout any warning he sw u n g  atound and charged me catapulting ine into the air like a 
rag doll. A ccording to two s ta ff m em bersw ho w itnessed the incident. I f e w  
approxim ately JO feet into the air and 15 feet across the gym nasium  before landing on 
m y low er spine with m y head snapping back and cracking on the gym nasium  floor.
(At this point I should say X . was about 5* 10” and w eighed approxim ately 215 lbs. I 
am 5 ‘2" and weight approxim ately 110 lbs). M y body felt paralysed and I was unable 
to m ove at all for several m inutes. I laid there com pletely unable to m ove w hile sta ff  
worked on me. The rest o f  m y students were extrem ely agitated at what had happened  
and other sta ff m embers worked with them also. 911 was called an an am bulance  
arrived shortly to transport m e to Providence Hospital. The paramedics placed ine on a 
backboard and im m obilized m e fot transportation. On a level o f  0  - 10 for pain, w ith 0  
being no pain and 10 being the worst pain you have ever experienced. I w ould have to 
say the pain w as a 10 and covered  my entire body. I was kept at the hospital for 
several hours and was finally released with a diagnosis o f  trauma to the back. The 
hospital gave me anti-inflam m atories and pain medication that I took daily  until 1 was 
able to return to work tw o w eeks later.

jc

W ithin 2 days I  my returning to work, I again was put in a situation where I had to
intervene betw een students and(reinjurcd causing me to be o ff  work for another w eek.

[ received  W orkm an’s Com pensation for the time lost from work due to these injuries, 
how ever, because at that time W orkman’s Comp is based on ?.n average o f  the three 
previous years salary (and I had worked as a substitute teacher during one o f  these  
years) m y average salary w as not an accurate reflection o f  y-hat I actually made. 
Therefore, m onies contributed to my retirement account were, again, not an accurate 
reflection o f  my true earnings. I feel that due to my being injured on the job . I have lost 
m oney from my ictirement account. A lso, due to (he cronic nature o f  m y injury. I have 
lost, every  year since m y injury, approxim ately -I - 6 sick days yearly. B ecau se those 
days are generally  not con secu tive . W orkem n’s Comp, does not cover them  and T must 
use m y personal sick days. I seldom  use my personal or sick  days, h ow ever, sick  
days lost through (his act o f  aggression towards me, while I was doing m y job . are sick  
days lost and cannot be applied towards my retirement or cashed out.

1 am con tin u ally  plagued by this injury and spend m an y o! my own hours m aking
d octor’s and physical theiapy appointments. I am no longer able to cross country ski 
and have d ifficu lty  sitting for more than a half hour at a time.
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FISCAL NOTE

Revision Date/Time (Note if correction)
Titie College Tuition Savings Plan

STATE OF ALASKA
2000 LEGISLATIVE SESSION

BILL NO. SSSB 186

Dept Affected 
> R U
Component

Revenue
Revenue O perations
Treasury Management

Sponsor
Requester

Senator Tim Kelly
Senate Health, Education and Social Services

Expenditures/Revenues
Component No. 

(Thousands of Doilars)
Note: Amounts do not include inflation unless otherwise noted below.
O PER A TIN G  E X P E N D IT U R E S F Y  2001 F Y  2002 F Y  2003 F Y  2004 F Y  2005 F Y  2006
Personal Services 61.6 63.2 64.8 66.4 68.0 69.6
Travel
Contractual 32.1 32.2 32.2 32.2 32.4 32.4
Supplies
Equipment
Land & Structures
Grants & Claim s
Miscellaneous

T O T A L  O PER A T IN G 93.7 95.4 97.0 98.6 100.4 102.0

C A P IT A L  E X P E N D IT U R E S

ICH AN G E IN R E V E N U E S  7

FUND S O U R C E (Thousands of Dollars)
1002 Federal Receipts
1003 G F  Match
1004 G F
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (Interagency Receipts) 93.7 95.4 97.0 98.6 100.4 102.0

T O T A L 93.7 95.4 97.0 98.6 100.4 102.0

Estim ate  o f  an y  current ye a r (FY2000) co st: 

PO SITIO N S

0.0

Full-time 1.0 1.0 1.0 1.0 1.0 1.0
Part-time
Temporary

A N A LY S IS : (Attach a separate page i f  necessary)
* Includes only asset custody and accounting costs under SSSB 186 (1-LS1084\H) Sec. 14.40.802 (4) (B).
* Estimates based on an initial balance of $10 million with net contributions averaging $1.5 million/year. .
* Asset allocation will be well-diversified to meet Trust objectives; uses six custodh' (bank) accounts. v \
* One new Accountant III will be needed for accounting / reporting (Range 18). ^  J
* Includes annual independent audit costs. ( ,
* Revenue source is plan participants (via I/A receipts) per Sec. 14.40.802 (5).
* No immediate anticipated impact on local government or state's economy. / v
* Computations available from the Department of Revenue. \  Y»

\ £ >
 --------------------------------------------

Prepared by:
Division

/  \ r

Approved by 
Agency

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution Information, call the Governor's Legislative Office
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FISCAL NOTE
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Note: Amounts do not include inflation unless otherwise noted below.
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Supplies
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FUND S O U R C E _____________________________________________________(Thousands of Dollars)
1002 Federal Receipts
1003 G F  Match
1004 G F
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T O T A L 93.7 95 .4 97.0 98.6 100.4 102.0
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Part-time
Temporary

A N A LY S IS : (Attach a separata page i f  necessary)
* Includes only asset custody and accounting costs under S rS B  186 (1-LS1084\H) Sec. 14.40.802 (4) (B ).
* Estimates based on an initial balance of $10 million with net contributions averaging $1.5 million/year.
* Asset allocation will be well-diversified to meet Trust objectives; uses six custodial (bank) accounts.
* One new Accountant III will be needed for accounting I reporting (Range 18).
* Includes annual independent audit costs.
* Revenue source is plan participants (via I/A receipts) per Sec. 14.40.802 (5).
* No immediate anticipated impact on local government or state's economy.
* Computations available from the Department of Revenue.
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F I S C A L  N O T E

2000 LEGISLATIVE SESSION
R ev is ion  D a te  (N o te  if c o rre c tion ) ____
Title An Act re lating to the A la sk a  H ighe r Educa tion
S av in g s  T ru st and  the  A la sk a  A dvan ce  C o lle g e  Tuition S a v in g s  Fund
S p o n so r S e n a to r Tim  K e lly _________________________________
R eq u e s te r

STATE OF ALASKA BILL NO. SB 186 |

Expenditures/Revenues
O P E R A T IN G  E X P E N D IT U R E S FY  0 1 FY  0 2 FY  0 3 FY  0 4 FY  0 5
P e rs o n a l S e rv ic e s 5 0 .0 5 0 .0 5 0 .0 5 0 .0 5 0 .0
T rave l 1 0 .0 5 .0 5 .0 5 .0 5 .0
Con trac tua l 9 0 .0 2 0 .0 2 0 .0 2 0 .0 2 0 .0
Supp lie s 3 0 .0 2 5 .0 2 5 .0 2 5 .0 2 5 .0
Equipment 2 0 .0
Land & S tru c tu re s
G ran ts  & C la im s
M isce llan eou s

T O T A L  O P E R A T IN G 2 0 0 .0 1 0 0 .0 1 0 0 .0 1 0 0 .0 1 0 0 .0

Dept. A ffec ted _________________Un ive rsity  o f  A la ska
B R U  _________________S ta tew id e
C o m p o n e n t ________________________________

C om ponen t S e ria l No.

[C A P IT A L  E X P E N D IT U R E S  1 1 1

C H A N G E  IN R E V E N U E S  ( ) (  ) 6 0 .0 7 0 .0 8 0 .0 9 0 .0 1 0 0 .0

FU N D  S O U R C E
1 0 0 2  F ed e ra l R e c e ip ts
1 0 0 3  G F  M atch
1 0 0 4  G F
1 0 0 5  G F /P ro g ram  R ece ip ts
1 0 3 7  G F /M en ta l H ea lth
1 0 4 8  Un ive rsity  R e c e ip ts 2 0 0 .0 1 0 0 .0 1 0 0 .0 1 0 0 .0 1 0 0 .0

T O T A L 2 0 0 .0 1 0 0 .0 10 0 .0 1 0 0 .0 10 0 .0

E s t im a te  o f  a n y  c u r r e n t  y e a r  (FYOO) c o s t :  none
P O S IT IO N S
Full-tim e 1 1 1 1 1
Part-tim e
T em po ra ry

[A N A L Y S IS : (Attach a soparato pago If 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 the federal tax and other laws currently favor 
more aggressive savings programs.

P re p a re d  by J im  Lynch , Interim  V ice P re s id en t fo r F in ance_________________________________  Ph on e  ,_________
D iv is ion  S ta tew ide  F inance_______________________________________________________________  Date / / ,b kQ / f l Q
A pp roved  by C om m iss io n  J im  Lynch , Interim  V ice P re s id e n t fo r  F inance________________________________  D a te _________________________
A gency  S ta tew ide F inance_______________________________________________________________

PR EPA R ER  TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR S LEGISLATIVE OFFICE
For further distribution information, call tho Governor's Legislative Office(Rov 9/97) OStntoim xls/OMQ P a g e  1 Of 1
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STATE OF ALASKA
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S p o n so r S e n a to r Tim  Ke lly____________________________
R eq u e s te r ____________________________________________

Dept. A ffected 
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Com ponen t

Un ive rsity  o f  A la ska
S ta tew id e
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Expenditures/Revenues
O P E R A T IN G  E X P E N D IT U R E S F Y  0 1 FY  0 2 FY  0 3 FY  0 4 FY  0 5
P e rs o n a l S e rv ic e s 5 0 .0 5 0 .0 5 0 .0 5 0 .0 5 0 .0
T rave l 1 0 .0 5 .0 5 .0 5 .0 5 .0
C on tractua l 9 0 .0 2 0 .0 2 0 .0 2 0 .0 2 0 .0
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T em porary
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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 the federal tax and other laws currently favor 
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CS FOR SPONSOR SUBSTITUTE FOR SENATE BILL NO. 186( ) 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-FIRST LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsor(s): SENATOR TIM KELLY

A BILL

FOR AN ACT ENTITLED

’An Act relating to a University of Alaska postsecondary education savings

jrogram, to the Alaska Higher Education Savings Trust, and to the Alaska
*

idvance college tuition savings fund; and providing for an effective date."

IE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 09.25.120(a)(7) is amended to read:

(7) names, addresses, and other information identifying a person as a 

participant in the Alaska Higher Education Savings Trust under AS 14.40.802 or 

the advance college tuition savings [PAYMENT] program under AS 14.40.803 - 

14.40.817;

* Sec. 2. AS 09.38.015(a)(9) is amended to read:

(9) tuition credit or savings accounts [CREDITS] under a higher 

education savings account established under AS 14.40.802 or an advance college 

tuition savings [PAYMENT] contract authorized under AS 14.40.809(a);

* Sec. 3. AS 14.40.170(a) is amended by adding a new paragraph to read:

-1-
New Text Underlined [DELETED TEXT BRACKETED]
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WORK DRAFT WORK DRAFT

1 (10) administer, manage, market, and promote a postsecondary

2 education savings program; the program must include the Alaska Higher Education

3 Savings Trust under AS 14.40.802 and the Alaska advance college tuition savings fund

4 under AS 14.40.803 - 14.40.817.

5 * Sec. 4. AS 14.40 is amende^ adding a new section to article 6 tu

6 Sec. 14.40 Zol. Alaska Higher Education Savings Trust (a) The / w  H

7 Higher Ed'\,ation Savings Trust is established in the University of Alaska. The

8 purpose o f this trust is to secure obligations to participants and beneficiaries under a

9 postsecondary education savings program operated by the University of Alaska and to

10 provide participants a convenient method of saving for college or other postsecondary

11 education. The Board o f Regents of the University of Alaska shall

12 (1) adopt policies that provide for the administration, management,

13 promotion, and marketing of the trust;

14 (2) maintain the trust in compliance with requirement;; of 26 U.S.C.

15 (Internal Revenue Code) for a qualified state tuition program as defined in

16 26 U.S.C. 529;

17 (3) coordinate savings options established under the trust and the

18 administration of the trust with the Alaska advance college tuition savings fund (AS

19 14.40.803), including the creation o f common administrative and record-keeping

20 systems, marketing programs, and operating reserves;

21 (4) establish participation agreements, including application, savings

22 options, and withdrawal procedures;

23 (5) enter into participation agreements with participants for the

24 (A) accumulation, investment, and distribution of funds;

25 (B) payment or reimbursement of qualified higher education

26 expenses; and

27 (C) benefit of a beneficiary;

28 (6) enter into contracts with one or more contractors, including

29 investment managers; in determining the persons to act as investment managers,

30 consideration must be given to the qualifications of the contractor, including the

31 | contractor's ability to

1-LS1084\M
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(A) administer financial programs with individual account 

maintenance and reporting;

(B) develop, market, and administer investment options 

appropriate for the trust; and

(C) augment the savings program with other beneficial products

and services;

(7) allow both residents and nonresidents to participate in the trust;

(8) allow the transfer or rollover of funds from the Alaska advance 

college tuition savings fund and other qualified state tuition programs under 26 U.S.C. 

529 and the participation agreement;

(9) allow withdrawals from the trust to be used for qualified higher 

education expenses, including room and board as allowed by 26 U.S.C. 529;

(10) establish penalties for withdrawals from the trust for nonqualified 

expenses and other distributions as required under 26 U.S.C. 529 or as provided in the 

participation agreement;

(11) engage an independent firm of certified public accountants to audit 

the financial position of the trust.

(b) The board may

(1) divide the trust into multiple investment portfolios;

(2) commingle amounts credited to some or all accounts for investment

purposes;

(3) establish trusts and accounts as the board considers appropriate 

under 26 U.S.C. 529;

(4) require trust participants to pay administrative fees;

(5) establish earnings reserves as provided in the participation 

agreement, including reserves for the payment of administrative costs.

(c) The University of Alaska, the board, the state, or an agency of the state is 

not liable for a loss of funds that are invested under a participation agreement or for 

the denial of a perceived tax or other benefit. The board shall provide written notice 

to each applicant that there is no guarantee of any rate of return or benefit and that any 

risk of loss in account value or other benefit rests exclusively with the participant and

1-LS1084VM
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(d) Notwithstanding any other provision of law, earnings on funds deposited 

with the trust are not subject to taxation by the state or a municipality.

(e) Funds on deposit with the trust may not be considered by the University 

of Alaska or an agency of the state to limit eligibility for a state-funded scholarship.

(f) A participant has the right, as provided in the participation agreement, to

(1) change the beneficiary of an account to another individual who is 

a member of the family of the former beneficiary; or

(2) direct that all or a portion of an account be transferred to an

account with a new beneficiary if the new beneficiary is a member of the family of

the former beneficiary.

(g) The right to change the beneficiaiy or to transfer between accounts

described in (f) o f this section may be denied or limited as provided in the

participation agreement, including transfers that would result in contributions or 

account balances in excess of allowable limits under the participation agreement.

(h) An account established under this section

(1) is exempt from a claim by the creditors of a participant or of a

beneficiary;

(2) is conclusively presumed to be a spendthrift trust;

(3) is not an asset or property of either the participant or the

beneficiary;

(4) may not be assigned, pledged, or otherwise used to secure a lo?n 

or other advancement;

(5) is not subject to involuntarily transfer or alienation.

(i) Except as permitted in 26 U.S.C. 529, a participant or beneficiary may not 

directly or indirectly direct the investment of an account or earnings on the account.

(j) A participant may, as provided in the participation agreement, designate a 

person other than the participant as a successor participant. The designation of a 

successor participant does not take effect until the participant dies or is declared legally 

incompetent. If a participant dies or is declared legally incompetent without having 

effectively designated a successor participant, the beneficiary may designate a

CSSSSB 186( ) -4-
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successor participant in the manner prescribed above if the beneficiary is not the same 

person as the successor participant.

(k) The trust, a participation agreement, and this section are intended to 

comply with the requirements of 26 U.S.C. 529 and shall be interpreted in that manner 

to the extent permitted by law.

(1) The trust and participation agreements may be modified or amended on a 

retroactive basis in order to maintain compliance with 26 U.S.C. (Internal Revenue 

Code) and to maintain efficient operation of the trust as determined by the board.

(m) A name, address, or other information identifying a person as a participant 

or beneficiary in the trust is confidential.

(n) In this section,

(1) "account" means an individual trust account established under this

section;

(2) "beneficiary" means any person designated by a participation 

agreement, or by another method of designation authorized in this section, to benefit 

from payments for qualified higher education expenses at an eligible educational 

institution;

(3) "board" means the Board of Regents of the University of Alaska;

(4) "member of the family" has the meaning given in 26 U.S.C. 529(e);

(5) "participant" means a person who has entered into a participation 

agreement or has been appointed as a participant as provided in this section and in the 

participation agreement;

(6) "participation agreement" means an agreement between a participant 

and the board providing for the establishment by the participant of one or more 

accounts under this section and for the administration of those accounts for the benefit 

of the participant and the beneficiary;

(7) "qualified higher education expenses" has the meaning given in 

26 U.S.C. 529(e);

(8) "trust" means the Alaska Higher Education Savings Trust.

* Sec. 5. AS 14.40.803 is amended to read:

Sec. 14.40.803. Alaska advance college tuition savings [PAYMENT] fund
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1 [ESTABLISHED], (a) The Alaska advance college tuition savings [PAYMENT]

2 fund is established as a nonlapsing fund of the University of Alaska. The [FUND IS

3 ESTABLISHED FOR THE] purpose of the fund is to secure obligations to

4 participants under a postsecondarv education savings program operated bv the

5 University of Alaska and to enhance [ENHANCING] the ability of the university to

6 provide (1) higher education for the people of the state; (2) wide and affordable access

7 to higher education for residents and their children; (3) an incentive for residents to

8 achieve higher academic standards in grades 7-12; and (4) an incentive for residents

9 to continue and complete secondary and postsecondary education. The fund may be

10 divided into separate accounts for accounting purposes.

11 (b) The fund consists of

12 (1) permanent fund dividend and cash contributions made under

13 AS 14.40.807 under the terms of an advance college tuition savings [PAYMENT]

14 contract;

15 (2) appropriations, gifts, bequests, and contributions; and

16 (3) income and earnings of the fund.

17 (c) Assets of the fund shall be expended to make payments to the university

18 and other eligible educational institutions, including payments for refunds, redemptions,

19 and awards under a savings [AN ADVANCE TUITION PAYMENT] contract or

20 scholarships, [A PREPAID TUITION SCHOLARSHIP, AND] costs of administration*

21 and other obligations of the fund.

22 * Sec. 6. AS 14.40.807(a) is amended to read:

23 (a) Contributions to the fund under the terms of an advance college tuition

24 savings [PAYMENT] contract may be made by direct cash payments or by

25 contributions from the permanent fund dividend. The Department of Revenue shall

26 (1) prepare the permanent fund dividend application to allow an

27 applicant or a parent, legal guardian, or other authorized representative of an applicant

28 who is an unemancipated minor to contribute 50 percent of a dividend to the fund

29 [UNDER THE TERMS OF AN ADVANCE TUITION PAYMENT CONTRACT]; and

30 (2) include with each application for a permanent fund dividend an

31 explanation of the advance college [ADVANCED] tuition savings [PAYMENT]

WORK DRAFT WORK DRAFT 1-LS1084\M
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program, including the right to receive a refund, a disclosure of the potential tax 

liability of the fund, and disclosure of the possible general effect of the tax liability on 

the advance college tuition savings [PAYMENT] program.

* Sec. 7. AS 14.40.809 is amended to read:

Sec. 14.40.809. Powers and duties of the University of Alaska, (a) The 

Board of Regents of the University of Alaska may contract with a purchaser for the 

purchase of advance college tuition credits for the payment of tuition and other 

qualified higher education expenses [BY THE PURCHASER] for a beneficiary of any 

age to attend a branch of the university or other eligible educational institution to 

which the beneficiary is admitted. A purchaser and a beneficiary may be the same 
person.

(b) The board shall

(1) make appropriate arrangements as necessary to fulfill the board's 

obligations under an advance college tuition savings [PAYMENT] contract;

(2) establish and adopt a formal plan for administration of the advance 

college tuition savings [PAYMENT PROGRAM AND PREPAID TUITION 

SCHOLARSHIP] program; the terms and conditions of the plan shall be considered 

a part of an advance college tuition savings [PAYMENT] contract;

(3) establish investment objectives, criteria, and asset allocation 

guidelines for the fund based on prudent institutional investor guidelines and actuarial 

analysis of the earnings requirements for the advance college tuition savings 

[PAYMENT] plan; and

(4) enter into contracts or agreements considered necessary for the 

investment of the fund, including contracts or agreements with investment 

managers, consultants, and other custodians of the fund:

(5) engage a financial advisor to annually report on the investment 
performance of the fund:

(6) engage an independent firm of certified public accountants to 

audit the financial position of the fund:

(7) do all acts, whether or not expressly authorized, that the board 

considers necessary or proper in administering the assets of the fund;

WORK DRAFT WORK DRAFT 1-LS1084\M
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(8) enter into reciprocal agreements with Sheldon Jackson College, 

Alaska Pacific University, and other eligible educational institutions or state tuition 

programs that the board determines to be beneficial to the advance college tuition 
savings [PAYMENT] program;

(9) coordinate savings options established under the Alaska advance 

college tuition savings program and the administration of the fund with the 

Alaska Higher Education Savings Trust (AS 14.40.802) including the creation of 

common administrative and record-keeping systems, marketing programs, and 

operating reserves.

* Sec. 8. AS 14.40.811 is amended to read:

Sec. 14.40.811. Advance college tuition savings [PAYMENT] contracts, (a) 

An advance college tuition savings [PAYMENT] contract must set out or include by 

reference to the plan

(1) the name and date of birth of the purchaser and the beneficiary 

under the contract;

(2) the number of advance college [PREPAID] tuition credits 

purchased under the contract;

(3) the terms and conditions under which the contract may be 

terminated and refunds made;

(4) the assumption of a contractual obligation by the board to provide 

funding for specified education benefits for [TO] the beneficiary in accordance with 

the terms of the plan;

(5) the period of time during which the beneficiary may receive the 

benefits of the contract; and

(6) other terms and conditions the board determines to be appropriate 

or that are required under 26 U.S.C. [BY THE UNITED STATES] {Internal Revenue 

Code}.

(b) An advance college tuition savings [PAYMENT] contract may be 
terminated

(1) if the board determines that the number of purchasers is insufficient 
to maintain the fund on an actuarially sound basis; or

1-LS1084\M
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(2) under other circumstances determined by the board and set out in 

the advance tuition savings [PAYMENT] contract or in the plan.

* Sec. 9. AS 14.40.817(1) is amended to read:

(1) "advance college tuition savings [PAYMENT] contract" or

"contract" means a contract entered into by the board and a purchaser to provide for 

the qualified higher education expenses of a beneficiary;

* Sec. 10. AS 14.40.817(5) is amended to read:

(5) "fund" means the Alaska advance college tuition savings 

[PAYMENT] fund established under AS 14.40.803;

* Sec. 11. AS 14.40.817(6) is amended to read:

(6) "plan" means the formal plan for administration of an advance 

college tuition savings [PAYMENT] program [AND PREPAID TUITION 

SCHOLARSHIP PROGRAM] adopted by the board under AS 14.40.809(b);

* Sec. 12. AS 14.40.817(7) is amended to read:

(7) "purchaser" means the person who is named in the contract and has the 

rights conferred upon a purchaser under an advance college tuition savings 

[PAYMENT] contract;

* Sec. 13. AS 45.55.990(32) is amended to read:

(32) "security" means a note; stock; treasury stock; bond; debenture; 

evidence of indebtedness; certificate of interest or participation in any profit-sharing 

agreement; limited liability company interest under AS 10.50, notwithstanding the 

limitations of AS 45.08.103(c); collateral-trust certificate; preorganization certificate 

or subscription; transferable share; investment contract; voting-trust certificate; 

certificate of deposit for a security; certificate of interest or participation in an oil, gas, 

or mining title or lease or in payments out of production under the title or lease or in 

any sale of or indenture or bond or contract for the conveyance of land or any interest 

in land; an option on a contract for the future delivery of agricultural or mineral 

commodities or any other commodity offered or sold to the public and not regulated 

by the Commodity Futures Trading Commission; however, the contract or option is not 

subject to the provisions of AS 45.55.070 if it is sold or purchased on the floor of a 

bona fide exchange or board of trade and offered or sold to the public by a broker-

1-LS1084\M
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1 dealer or agent registered under this chapter; investment of money or money's worth

2 including goods furnished or services performed in the risk capital of a venture with

3 the expectation of some benefit to the investor where the investor has no direct control

4 over the investment or policy decision of the venture; or, in general, any interest or

5 instrument commonly known as a "security," or any certificate of interest or

6 participation in, temporary or interim certificate for, receipt for, guarantee of, or

7 warrant or right to subscribe to or purchase, any of the foregoing; "security" does not

8 include a participation agreement entered into under AS 14.40.802 or an insurance

9 or endowment policy or annuity contract under which an insurance company promises

10 to pay a fixed or variable sum of money either in a lump sum or periodically for life

11 or for some other specified period;

12 * Sec. 14. AS 14.40.805 is repealed.

13 * Sec. 15. This Act takes effect immediately under AS 01.10.070(c).
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SPONSOR SUBSTITUTE FOR SENATE BILL NO. 1S6

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIRST LEGISLATURE - SECOND SESSION

BY SENATOR m i  KELLY

Introduced: 1/10/00
Referred: HES, Finance

A BILL 

FOR AN ACT ENTITLED 

'An Act relating to the Alaska Higher Education Savings Trust; and providing 

or an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 14.4C is amended by adding a new section to read:

Article 5A. Alaska Higher Education Savings Trust.
Sec. 14.40.802. Alaska Higher Education Savings T rust, (a) The Alaska 

Higher Education Savings Trust is established in the University of Alaska. The Board 

of Regents of the University of Alaska shall

(1) administer, manage, promote, and market the trust;

(2) maintain the trust in compliance with United States Internal 

Revenue Service standards for a qualified slate tuition program as the term is defined 

in 26 U.S.C. 529(b);

(3) establish application and withdrawal procedures and a participation 

agreement for trust participants;

I1 T T E E  C O P Y
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(4) issue requests for proposals for multiple contractors to act as 

investment managers; in determining the best qualified persons to act as investment 

managers, the board shall consider the ability to

(A) administer financial programs with individual account 
maintenance and reporting;

(B) develop and administer an investment program with similar 
objectives to those of the trust; and

(C) augment the trust with other programs or services 
considered beneficial by the board;

(5) require trust participants to pay appropriate fees;

(6) operate the trust on a cash only basis, including provisions for 

automatic deductions;

(7) allow both residents and nonresidents to participate in the trust;

(8) allow funds deposited with the trust to be used for any qualified 

higher education expenses;

(9) establish a penalty on nonqualified withdrawals from the trust; the 

penalty established must satisfy the minimum penalty requirements of the United States 

Internal Revenue Service for nonqualified withdrawals from a qualified state tuition 
program.

(b) The board may

(1) divide the trust into multiple investment portfolios;

(2) commingle amounts credited to some or all accounts for investment
purposes.

(c) The University of Alaska, the state, or an agency of the state is not liable 

for a loss of funds that are invested under a participation agreement. The board shall 

provide written notice to each applicant that the trust does not guarantee any rate of 

return and that any risk of loss in fund value rests with the participants.

(d) Notwithstanding any other provision of law, earnings on funds deposited 

with the trust are not subject to taxation by the state or a municipality.

(e) Funds deposited with the trust or earnings of the trust may not be 

considered by the University of Alaska or an agency of the state when determining

1-LS1084VH

1 8 6 -2-
New Text Underlined [DELETED TEXT BRACKETED]



eligibility for a scholarship.

(f) A participant has the right at any time to

(1) change the beneficiary of an account to another individual who is 

a member of the family of the former beneficiary; or

(2) direct that all or a portion of an account be transferred to an 

account with a new beneficiary if the new beneficiary is a member of the family of 

the former beneficiary.

(g) The right to change the beneficiary or to transfer between accounts 

described in (f) of this section may be denied if, under regulations adopted by the 

board, the exercise of the right would result in either excess contributions to an 

account or would constitute an impermissible investment by the participant.

(h) An account established under this section

(1) is exempt from a claim by the creditors of a participant or of a

beneficiary;

(2) is conclusively presumed to be a spendthrift trust;

(3) is not an asset or property of either the participant or the

beneficiary;

(4) may not be assignable, pledged, or otherwise used to secure a loan 

or other advancement;

(5) is not subject to involuntarily transfer or alienation.

(i) Except as permitted in 26 U.S.C. 529, a participant or beneficiary may not 

directly or indirectly direct the investment of an account or earnings on the account.

(j) A participant may, at any time, designate a person other than the participant 

as a successor participant by executing and dating an instrument of designation and 

delivering it to the board. The designation of a successor participant does not take | 

effect until the participant dies. If a participant dies without having effectively 

designated a successor participant, the beneficiary may designate a successor 

participant in the manner prescribed above if the beneficiary is not the same person 

as the successor participant.

(k) In this section,

(1) "account" means an individual trust account established under this

®  ®  1 - L S 1 0 8 4 \H
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(2) "beneficiary" means any person designated by a participation 

agreement, or by another method of designation authorized in this section, to benefit 

from payments for qualified higher education expenses at an eligible educational 

institution;

(3) "board" means the Board of Regents of the University of Alaska;

(4) "eligible educational institution" means an institution of higher 

education that meets the requirements established by the board consistent with 

26 U.S.C. 529(e);

(5) "member of the family" has the meaning given in 26 U.S.C. 529(e);

(6) "nonqualified withdrawal" means a withdrawal from an account that

is not a

(A) qualified withdrawal;

(B) withdrawal made as the result of the death or disability of 

the designated beneficiary of an account; or

(C) withdrawal made as a result of receiving a scholarship;

(7) "participant" means a person who has entered into a participation

agreement;

(8) "participation agreement" means an agreement between a participant 

and the board providing for the establishment by the participant of one or more 

accounts under this section and for the administration of those accounts for the benefit 

of the participant and the beneficiary;

(9) "qualified higher education expenses" has the meaning given in 26

U.S.C. 529(e);

(10) "qualified withdrawal" means a withdrawal from an account to pay 

the qualified higher education expenses of the designated beneficiary of the account;

(11) "trust" means the Alaska Higher Education Savings Trust.

* Sec. 2. AS 45.55.990(32) is amended to read:

(32) "security" means a note; stock; treasury stock; bond; debenture; 

evidence of indebtedness; certificate of interest or participation in any profit-sharing 

agreement; limited liability company interest under AS 10.50, notwithstanding the
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1 limitations of AS 45.08.103(c); collateral-trust certificate; preorganization certificate

2 or subscription; transferable share; investment contract; voting-trust certificate;

3 certificate of deposit for a security; certificate of interest or participation in an oil, gas,

4 or mining title or lease or in payments out of production under the title or lease or in

5 any sale of or indenture or bond or contract for the conveyance of land or any interest

6 in land; an option on a contract for the future delivery of agricultural or mineral
7 commodities or any other commodity offered or sold to the public and not regulated

8 by the Commodity Futures Trading Commission; however, the contract or option is not

9 subject to the provisions of AS 45.55.070 if it is sold or purchased on the floor of a

10 bona fide exchange or board of trade and offered or sold to the public by a broker-

11 dealer or agent registered under this chapter; investment of money or money's worth

12 including goods furnished or services performed in the risk capital of a venture with

13 the expectation of some benefit to the investor where the investor has no direct control

14 over the investment or policy decision of the venture; or, in general, any interest or

15 instrument commonly known as a "security," or any certificate of interest or

16 participation in, temporary or interim certificate for, receipt for, guarantee of, or

17 warrant or right to subscribe to or purchase, any of the foregoing; "security" does not

18 include a participation agreement entered into under AS 14.40.802 or an insurance

19 or endowment policy or annuity contract under which an insurance company promises

20 to pay a fixed or variable sum of money either in a lump sum or periodically for life

21 or for some other specified period;

22 * Sec. 3. This Act takes effect immediately under AS 01.10.070(c).
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SSSB 186

"An Act relating to the Alaska Higher Education Savings Trust and the Alaska Advanced 
College Tuition Savings Fund; and providing for an effective date

Senate Bill 186 is aimed at authorizing an additional way to save for higher education in 
Alaska.

Under IRS Code “Section 529”, Qualified State Tuition Program, new federal tax rules 
will now permit individual donors to place funds into a tax-deferred higher education 
savings account for a beneficiary. In order to take advantage o f this federal provision, 
new state legislation must be created.

This program is available to residents and non-residents alike, and the choice o f  the 
accredited college, graduate, professional, or in some cases, vocational school, is up to 
the beneficiary.

The contributor retains some control o f decisions about disbursement. If parents or 
grandparents disapprove o f the beneficiary’s study plans; they can transfer the account to 
another beneficiary. This type o f account is especially useful to donors for estate 
planning purposes, and the money isn’t counted in their taxable estate if  they die before 
the funds are used.

Individual donors may contribute up to $50,000 to a future student, gift-tax free, either in 
one lump sum or over a five-year period. A married couple may donate up to $100,000. 
The donors and beneficiaries need not be related. Earnings grow tax-deferred until they 
are withdrawn, and are then taxed at the student’s rate at the time of withdrawal, typically 
15%. Recent action in Washington, D.C., indicates that Congress may soon totally 
exempt “529” earnings from any taxation at all, if the funds are used for education.

This plan can provide for investors to cash out, if  a student wins a scholarship, decides 
not to attend college, dies or becomes disabled.

The University o f Alaska would administer the plan and issue the initial requests for 
proposals from private sector investment firms to manage the Alaska Higher Education 
Savings Trust. Administrative fees would pay for the cost o f the plan.

More than 40 states have or are planning to offer college savings plans o f this type.
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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 we 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 ERA, 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.
The income tax benefits include deferral of earnings 

until distributions are made from the plan and taxation 
of the earnings to the student at (usually) die 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 two basic kinds of qualified state tuition 

programs - prepaid tuition plans and savings-type 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 ber.s- 
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, TIAA 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 are 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 Bonudio &
Co. LLP in Rochester, N. Y. He has appeared before the IRS 
and Treasury in hearings on the regulations being developed 
under IRC Sec. S29 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 ihurley@bonadio.com 
or go to www.savingforcollege.com.

mailto:ihurley@bonadio.com
http://www.savingforcollege.com
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Got any kids or grandkids? Redo your estate plan now!  ....... .........9 07 .2 72 .6 6 32

T h e  t u i t i o n  e s t a t e  t r i c k
By Janet Novack

Last fall a 71-year-old 
midwestern corporate tax 
lawyer was perusing a 
Fidelity Investments 
publication when a new 
product— a tax-deferred 
college savings plan chat 
Fidelity runs for New 
Hampshire— caught 
his eye.
One detail jumped out:

Donors could make tax- 
free gifts to the plan for 
children or grandchil­
dren, bat still control the 
account and eve- take 
back the money i f  they 
wanted to.
It scarcely seemed pos­

sible. A basic principle of 
estate tax law says chat 
assets you control at your 
death go into your estate.
These college plans seemed to fly in 
the face of that principle. You could 
get money out of your estate now but 
change your mind later.
The tax lawyer raced to his copy of 

the Internal Revenue Code. IRC Sec­
tion 529, and the preliminary irs reg­
ulations clearly permit just what Fideli­
ty was talking about.
In December the attorney and his 

wife put S700.000 in New Hampshire 
tax-deferred college accounts—
S100,000 for each of seven grandchil­
dren, now aged from 1 to 12. Says the 
attorney, who asked not to be named, 
“I’ve done my due diligence, and this 
is terrific.”
Yes, it is. A year ago Forbes labeled 

the still-incubating state savings plans 
the sleeper tax-break of the 1997 tax 
act (Forbes, Feb. 9, 1998). Since then 
many have hatched, to favorable re­
views. But what is still virtually un­
known, even among estate-tax experts, 
is that these plans can provide large 
estate-tax breaks.
Here's why: Many affluent taxpay­

ers— say, those with net worths be­
tween SI million and S4 million—  
will leave taxable estates at death sub­
ject to rates as high as 55%. Often the 
easiest way for these folks to whittle 
down their estates is by making 
annual gifts to each child and grand­
child. A single donor can give up to
SI0,000 a year and a couple can give 
up to $20,000 per year to each ben­
eficiary they choose, tax free.
This exclusion would blow a huge 

hole in the U.S. estate tax but for one 
thing: Taxpayers are reluctant to make 
these gifts. Many fear that they will 
someday need the money themselves. 
Others, like the midwestern attorney, 
worry that if they give money to 
grandchildren through the Uniform 
Gift :o Minors Act. the kids will blow 
it on cars instead of college.
New federal tax rules now let col­

lege plans address these concerns. 
When you put SI0,000 into a college 
savings account for junior, it is a tax- 
free, completed gift— meaning that if 
you die, the money in die account isn’t

£&&&/&& £ counted in your taxable 
~ estate. Yet so long as you 

remain the account’s 
owner, you can change 
the beneficiary or even 
take the money back— if 
the state plan permits it.
And a lot of state plans 

do permit it. In a won­
derful display of federal­
ism’s benefits, the states 
arc falling all over them­
selves trying to make 
their plans attractive to 
their own residents and 
in some cases, to out-of- 
staters, too.
In its giant valentine 

to the education lobby 
Congress created anoth­
er goody for affluent tax­
payers. Normally, gifts to 
any one person greater 

than the SI0,000 per singlc/S20,000 
per couple limit eat into the lifetime 
gift tax and estate tax exemption. 
(That exemption, cuircndy 5650,000 
for you and another 5650,000 for 
your spouse, is due to rise gradually to 
SI million). In addition, if the gift is 
to a grandchild, the excess cuts into 
the S1-million-per-grar.dparent life­
time exemption from the generation- 
skipping tax.
Not here. With college savings 

plans each grandparent or parent (or 
aunt or uncle or godmother) can put
550.000 into a college savings account 
for a child immediately and have it 
count as the next five years’ 510,000 
gifts. Thus die furure appreciation on 
that amount is out of your estate now.
(It you die within five years, a pro­

rated portion is thrown back into your 
estate. Noting this, our midwestern 
attorney put each grandchild’s
5100.000 gift in his wife’s name, 
using the gift-splitting technique the 
IRS allows. As a 69-vear-old woman 
she has a longer life expectancy.)
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Once money is in a college savings 
account, it grows tax-deferred until 
withdrawn to pay for college tuition, 
books, room or board. Earnings are 
then taxed at the student’s rate.
What if you decide to yank the 

money back? You owe income tax on 
the earnings left after the payment of 
a penalty. But the IRS has allowed 
states to set the penalty as low as 10% 
of earnings, and several have.
That’s not steep given the tax defer­

ral, says Bernard Kent, a Detroit part­
ner with PriccwatcrhouscCoopers. 
He’s right. Assume you arc in a 50% 
tax bracket and destined to cam 8% a

year, all currently taxable, from your 
investment. Hang in for a mere seven 
years and the deferral will more than 
pay for the penalty. If you assume a 
higher return, or that your tax brack­
et will fall in future years, the college 
plan becomes a winner even more 
quickly. (Try out your own assump­
tions at www.forbcs.com/coUcge.)
One last, little-known benefit of 

these accounts: They aren’t just for 
kids. Say you’re a 20-something New 
York single. You can open an account 
for yourself and claim deductions of 
$5,000 on your state income tax 
return. You can use the money for

graduate school. If you don’t go back 
to school but do start a family, you 
can name your child as beneficiary.
There arc two hitches to state col­

lege savings plans. One is that you can’t 
control how the money in the account 
is invested. But as the number of plans 
grows, this matters less. The states arc 
getting competitive with their options. 
Arizona is even awaiting ms approval of 
a plan that among other things lets 
donors choose, when opening an 
account, specific funds and allocations.
The other drawback is hard to quan­

tify. There is some risk that after you 
have sunk your money in, Congress

Rdamiag
THEM! WCt BB i  dompellii% rgaspn to  stay cfosc to  h o p e  
when you shop for a tuftioft SAviflgt ptyd, Sortie states 
give a  cue deduction for money invested in a plan; others 
give a bteak to  money on the Way out. New York give: 
both: Cbyplea cart deduct rfotttributions o f tq j to  
$10,000 per year, and when money i& withdrawn for col- 
legs expenses, it’s riot cas^i the state. Also check re­
make sure diat your state reridgnJzes the tax deferral o f  
rival states’ plans.

But if these inhibitions d on’t  apply, shop around. 
The eight state plans in  this table arc happy to  take 
money from otit-ofstattfrt. N one charges a penalty if 
youribeneficiary attends school in another state. W ia t 
if a ehilcfWins a scholarship, d rops o u t o r  goes to  a 
cheap school? Take back the Cash and pay the taxes 
and any penalties. (There’s no penalty if  the money is 
withdrawn because o f  a scholarship.) B ut that puts 
money back in your estate. You can also change the 
beneficiary to  another child, unless his accounts arc 
already fully tundcd.

Here it is crucial to read a plan’s fine print. Most 
plans in our table (exceptions: Indiana and Montaria) 

a Jl r.ii' -i* i '

k t  you leave money ifi d ie  aO&JfWt; growing tax- 
cfcftrted, for the same ^ ja e ^ o ^ y , ulcfcfiflitcly. He or 

.• she part'05* It for gtarfciapt school. O r  the assets can 
'’ eventually bo rjpUed’dyiif to  'Children—

tvfthoufc loss o f dekctal. This gift ftom the
firt? beqtficiary fo h h  cljuildi'mta nfi genera tiort-slrip-

*  ip w h e f  a l t e t t o t ^ r i w ^ l ^ S ^ j p l k n s  (exceptions: 
New Hampshire owncr-

the account to  ah. o y ^ is t^ l i iS c la r y  tit your 
death. A j riwner, t h d ^ ^ M C j ^ 'i ^ i ^ k e  money ou t for 
^  purpose by payihg'ti& & rh ln p e n a lty  and
taXfeOq the

What if yoilf plao'ftff%il! i '£ ^ 'p b ^ n tin g  performance 
orJScfcS. tip the to  Switch to
aripthet ̂ t e ’jp lart-'fhst, n u ^ 'a f te y p u  have this exit 
privilege^ Next, fo q$  the rotloVcr, you
must; cftajfigp the. b « e h ^ ^ - ^ t K e  account. (Some states 
are lobbying to get t j^ f td e iy  rule changed so you can 
switch without'changing: bcfldo&iriea;)'

I f  you can stand the paperwork, diversify- Buy into a 
few plans. Them is flow flrt ttS ljtnit ort how much you 
can contribute using multiple ppns, S6 you can fund 
graduate school, coo, if y6ft care to .t i ’1 -J.N . BBB

Surnma cum laude savings

I t f f i p
’'Sr4&s&'y£v£:$3&ifo

■* <.:.. '•> Jii.f i - i'F3*rvi-~i-l5
».* - lit:.*' 1 1 1

k-ty.r.jHI’i ' ' _• - j.yiV ,
•** • i • *•*'.*•*! «* •j.r'\~!~y ^ t. m'i,̂  >trr).\r i>~

Conn/RI 1150,000 15% of earnings 1.55% JP Morgan, Montgomery Asset yes 60%/40%/0%’
Dcvm ! 116,120/1 OS,545 ( 10 1.00 Fidelity f yes 62/315/4.5'
Indiana 34,405 in first year* 10 1.75 Banc One not decided m m
Iowa i 2,000 per year 10 0.31 ; Stalatreasurari no 60/40W
Montana 1/6,440 10 none College Savings Bank yes fOIC insured CDs1
few Tort 1 100,000 i 10 0.65 ; TIAA-CREF yes 3Q/70/01

^ £ 1 1 1 1 1 1 1 1 1 1 1 W K K K m B B H R M
By the end of the year even more states will bo offering competitive plans.
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W hat about the other 
breahs fo r college?

a A child can’t get both a savings 
plan and education IRA contribu­
tion the same year, even if differ­
ent people contribute. As the 
annual limit for an education era is 
$500, a state plan is usually better.
■ If Johnny’s tuition is paid from a 
state plan, his parents can take the 
$l,500-a-ycar Hope or $l,000-a- 
ycar Lifetime Learning tax cred­
its— even if grandma funded the 
plan. Families earning more than 
$100,000 don’t qualify for the 
credits, but a child may be able to 
claim a credit himself if he isn’t his 
parents’ dependent (Forres, Feb. 
9,1998).
■ It’s unclear how college sav.ugs 
plans will be treated in govern­
ment and private collegc-aid for­
mulas. As of now, a plan crvvi.cd by 
a grandparent isn’t counted. An 
account owned by parents is 
counted as nonretirement savings. 
Note: Most colleges don’t expect 
you to dig into your 401(k) or e r a .
Collegc-aid formulas could 

change to penalize parents who 
put money in state accounts rather 
than in fully taxable investments. 
But if your income is above 
$125,000, you probably won’t get 
aid anyway, unless you have several 
children in expensive colleges. 
b Grandparents can still pay 
tuition (but not room and board) 
directly to a school, free of gift tax. 
■ You can roll an existing Uniform 
Gifts to Minors Act account into 
many state savings plans. -J.N.HH

will double-cross you with a change in 
the tax laws. For example, it could 
impose an additional federal penalty on 
withdrawals not used for college.
On the other hand, these plans 

might get even better; the states arc 
lobbying to make withdrawals for edu­
cation federally tax exempt.
So despite their complexity, these 

plans arc worth a close look. Fees arc 
in some cases high (in Indiana’s case, 
outlandish), but competition may 
bring them down. BB

Forbes ■ February 22 , 1999
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States make saving for college easier
By Mike J. Dalessi
For the Journal

P E R SO N A L  FIN A N CE
I#’1 (̂j The ever-rising
1 vp ^ cost of higher edu- 
tt » d  cation has many 

parents wondering, 
“How will I afford to send my 
children to college, and what is 
the best way to save for this 
important goal?”
If you have begun to explore 

education-funding possibilities, 
you have probably found that 
there is a downside to many 
traditional savings plans.
For example, if you would 

like to put the hands for your 
child’s education into a custodi­
al account, you are making an 
irrevocable gift to your child and 
giving up control of the money 
in that account. Upon the age of 
majority, your child can use the 
funds for any purpose, and you 
will have to hope that paying for 
education is a priority.
Education-specific savings 

alternatives, such as the 
Education IRA, do provide tax- 
free distributions for education 
expenses. However, parents 
with relatively high incomes 
may not be allowed to con­
tribute to these accounts, and 
those who are able to contribute 
are limited to $500 annually.
Other investments, such as 

U.S. Savings Bonds, a popular 
gift for children, carry modest 
invest rates of 4 percent to 5 
percent.
Congress has heard the con­

cerns of parents dissatisfied 
with these conventional savings 
plans and has passed legislation 
that gives individual states the 
authority to establish Qualified 
State Tuition programs —  a 
boon for anyone interested in 
saving as much money as possi­
ble for a college education.
Recent changes to these pro­

grams, also called Section 529 
College Savings Plans after the 
IRS code that establishes them, 
have allowed individuals to con­
tribute substantially more 
money toward higher-educa- 
tion expenses while reaping sig­
nificant tax benefits.
Many states have the new 

version of these College Savings 
Plans in place, while others are 
expected to implement their 
own plans over the next several 
months.
Alaska does not have a plan 

in place, but Alaskans can use 
Colorado's plan. If Alaska even­
tually implements a plan, local 
investors will be able to transfer 
their accounts from Colorado to

Alaska with no 
penalties or taxes.
Since these state- 

sponsored savings 
plans typically have 
no income restric­
tions and allow for 
relatively large con­
tributions that can 
exceed six figures in 
many cases, they 
can be the answer to 
the education fund­
ing concerns of many middle- 
and upper-income families.
The funds in College Savings 

Plans are usually invested in a 
family of pre-selected portfolios 
according to the age of the stu­
dent or the years to enrollment 
in college.
The contributor has no say in 

how the hands are invested other

Dalessi

than a possible choice 
of a balanced or con­
servative savings 
option.
The portfolios 

typically hold more 
equities while the 
account’s student 
beneficiary is young. 
As the student ages, 
hands are automati­
cally moved into 
portfolios with a 

larger portion of fixed-income 
investments, thus reducing the 
risk of stock market volatility on 
funds needed to pay for college 
expenses in the near fiature,
The performance of the port­

folios depends on market condi­
tions and there is no guarantee
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Sta te s ’ Co llege  Sav ings P lans often the sm artest way to pu t tu itio n  away now
(luntinued from Page. !>

Lliul Uiuru will Ijc ennui'll 
money in the account to cover 
all education expenses.
Those saving h>r education 

expenses through College 
Savings Plans may he able lo 
benefit from the many tax 
advantages that these accounts 
provide on the contribution,

growth and distribution levels.
While contributions are not 

federally tax-deductible, they 
may be deductible on state or 
local lax returns. For this rea­
son, investors should look into 
the programs within their own 
states to determine if this tax 
savings makes their slate-s|xin- 
sored plans more attractive 
than those of other states. Of

course, savings options and 
fund |x:rformance should also 
be examined.
The assets in a College 

Savings Plan grow tax- 
(Icier ml, meaning that any div­
idends and realized capital 
gains are not taxed annually. 
This feature will allow the 
account lo grow larger than an 
identical taxable account where

earnings are taxed every year.
The earnings on distributions 

used for qualified education 
ex|>enses, which include tuition, 
lees, certain room and board 
ex|xmses, supplies and equip­
ment, are taxable iqxm with­
drawal at the student’s rate.
Since most children do not 

have earned income, the feder­
al lax rate is usually If) jjer- 
cent. Qualified distributions 
may be free of state and local 
taxes. Penalties apply to non­
qualified withdrawals.
Where you live may not be 

the best place to invest. Several 
states allow accounts to be 
opened by and for nonresidents. 
If your stale has a College 
Savings Plan, you should weigh 
any local tax benefits against 
the benefits and conditions of

plans offered by other states.
Also, if you are already sav­

ing within a custodial account, 
an Education IRA and with 
U.S. Savings Hands, you may 
want to explore the tax-free 
transfer of these savings to a 
College Savings Plan. Your 
financial adviser can provide 
more information and can help 
you decide which education- 
funding strategy may he appro­
priate in your case.

Miliv (/. /Jo/ess/ is vice. presi- 
dentinvestmcnts and brunch 
manager for Smith Burney in 
ditncuit, He run be. reached id 
I SOO 178 01)00.

Solomon Smith Burney dues 
not provide tax or legal advice. 
Please, contact a tax or legal 
adviser for guidance.
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Generous tax savings point many to prepaid tuition plans
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B y  T h o m tu  A . F o g a i ty  
U SA  T O D A Y

R o t ie n  a n d  D e b ra  A rm stron g  o r  
S lr tu n i , N .Y .. tu n e  b een  Rood sav e rs  
o n  b e lu u l o l  U ie lr  tw o  c h ild re n .

W hen  th e  g o v tm m tn t  paid  o i l  
e a r ly  a  b ond  W ay  had  bought to  h e lp  
fin an ce  th e  k id s ' c o l le g e  educa tion , 
(h e  A rm stron g s  invested  the  u n ­
expec ted  c ash  in  the  N ew  Y o rk  C o l­
le g e  C ho ic e  U n u o n  S avu tfB  P ro g ra m , 
o n e  o l  th e  USA 's 40 s ta tw p o n s o re d  
c o lle g e  sav ing s  p lan s .

"M y  h u sb and  rea d  u p  o n  II and  
though t It  w as  a  r e a l ly  g ood  d e a l. '  
D e b ra  says. P a r t ic u la r ly  a ttrac tiv e , 
s h e  says, w ns  b e ing  a b le  to  d edu ct up  
to  StO.OOO B us  y e a r  o n  tn e i r  s ta le  in ­
c om e  tax  l o r  th e t rc o n tn b u u o n .

S ta te  tu rn on  p lan s , w h ich  o i le r  p ro ­
fess io n a l ra o n e v  m an ag em en t and  
d c ie r r a l o l  fe d e ra l in c om e  tax  o n  
e a rm ng s . h a v e  b e c om e  th e  ra g e  
am on g  c o l le g e  s a v e rs  I s to ry , IB ). As­
sets  h av e  s no t u p  to  J 7.1 b il lio n  ( ra m  
a bou t 15 b i l l io n  s ix  m on th s  ago  
TV/elve s ta le s  —  F lo r id a . H aw a ii. I l l i ­
n o is , K an s a s . M in n eso ta . N o rth  D a ­
k o ta . O k la h om a . T enn essee . V e r ­
m on t. O reg on . West V irg in ia  and  
W yom ing  —  p la n  sav ing s  p ro g ram s .

M a in e  a n d  N ew  M ex ic o  a re  poised  
l o  op en  p re p a id  p lan s , w n ich  le t In ­
v e s to rs  lo c k  in  tu rn on  a t  p ub lic  uni- 
• c r y  t it s  b y  p re p ay in g  a  lo w e r  r a le .

Unique benefits
T he *529 p la n s ."  n am e d  a l t e r  the  

sec tion  o f  fe d e ra l la x  law  tha t p e r ­
m its  th em , 'c o m b in e  a  m en u  o l  
b en e fits  (h a t y ou 're  lu s t n o t going to 
f ind  e ls e w h e re .'  says Jo seph  H urley , 
a  P lt ls to n J . N .Y .  o c c o u n la n l w ho  has 
w n t le n  a  g u id e  to the  p la n s  

M arty s ta tes  h ire d  in v e stm en t c o m ­
p an ie s  to  m a n a g e  (h e  a ccoun ts . 
T IA A -C R E F , th e  c om p an y  K now n (o r  
m an ag in g  e d u c a to rs ’ p en s ion s , has 
W e  m os t s ta te  p la n  c o n t ra c ts  Ise t 
chart). F id e li ty  lm x s tm e n ts  an d  S a lo ­
m on  Sm ith  B a rn e y  h ave  o th e rs , ond  
th e y  m a rk e t  s o m e  p la n s  n aa onw id e .

A ll p la n s  p ro v id e  l o r  in v e s to rs  lo  
ca sh  ou t U a  s tuden t w ins a  sch o l­
a rsh ip . d ec id es  n o t lo  a tte nd  c o lle g e , 
d ie s  o r  b e c om e s  d isab le d .

D on o rs  and  b e n e f la n n e s  n eed  not 
b e  re la te d . a n d  s om e  p la n s  e ve n  a l­
lo w  th e  d o n o r  t o  b e  the  b en e fic ia ry .

T he fe d e ra l g o v e rn m en t h as  d e ­
n ned  c o lle g e  e xp en se s  b ro a d ly  to  in ­
c lu d e  tu rn on . Io c s , b oo k s , supp lie s  
and  liv in g  exp en se s .

The advantages
A m ong  the m os t fre q u e n t ly  d ie d  

a dvan tage s  o l  (h e  p lans.
► F e d e ra l In c o m e  l u e s .  E a rn - 

r u a  g row  la x -d e lc n e d  u n til th e y  o re  
w ith d rew n^ A od  w hen  ih e  m o n e y  b  
.p e n t  ( o r  e d u c a tio n , u's tax ed  a t the  
u u d e ffl'J  ra te , ty p ic a lly  15% .

a -S t a le  In c o m e  l u e s .  A ll sta tes 
•h a ! h ave  in c om e  taxes m a tc h  the 
e d c r a l d e fe r r a l o l  ta x e s  o n  e arn ing s , 
i o m e , lik e  N ew  Stork w ith  Its J 10.M 0 
le d u c d o n  p e r  c o u p le  l o r  c on trtb u - 
ions , g o  f a r  b ey ond . V irg in ia  and  
M is s is s ip p i o i l e r  g e n e ro u s  t a x  
i re a k s . such  o s  u n lim ite d  d eductions 
o rc o n tn b u t lo n s . a n d  la x  e x em p tion s  
'o r  e a rm ng s a ! w Kh d raw a l 11 U ie 
n c n e v  b  used t o r  c o lle g e .

► E s ta te  p lu m in g .  D o n o rs  c an  
:o m n b u te  u p  lo  150.000 w ith ou t trig - 
le ru tg  Ih e  le d e r a l g ift  ta x  th a t n o r- 
n o l ly  k ic k s  In  a f t e r  JIO.OOO a  yea r.
"b u l sp e c ia l I re n tm e n l m a k e s  su ite  
u u o n  p lan s  e sp e c ia lly  a p p e a lin g  lo  

u gh -m com e g ra n d p a re n ts  s e e k in g  a 
vuv to  t ra n s fe r  w e a lth

► C o n t ro l . T h e  c o n t r ib u to r  re ta in s  
im r u l o l  d ec is io n s  a b o u l d lsb u rse - 
ic tu . S o  t f p a ren ts  o r  g ra n dp a re n ts  
isa p p ro ve  o l J oh n n y 's  p la n  u> study  
te  log is tic* o f  r o c k  c o n c e r t  to u rs  at
•m p  S ta le  U., th e y  can  t r a n s fe r  the 

.  coun t in  a n o th e r  b en e fic ia ry .
R u le s  a re  d raw n  to  m a k e  s u re  the 

lo n e y  g oe s  t o r  c o lle g e  e xp en ses , 
ad  p en a ltie s  a p p ly  w hen  It Is  u sed 
>r s om d iu n g  e ts e . M ost s ta le s  to t low  
id e ra l g u id e lin e s  t o r  tha t p e n a lly ; 
s i  o l  10%  o I  e n n u ng s  an d  tax a tio n  
• th e  d o n o rs  ta x  ra te , w h ic h  p re - 
j i n u b ly  b  n lg h e r  th an  the  s tu d en t s.

The downside
S o . w hat's  n o t to  l ik e ?
K a lm a n  C han y , a u th o r  o f  R o v in g  

l o r  C o llege  W iiJ io u l G o ing  B ro h e . 
say s  s ta te  o ff ic ia ls  a n d  c om p an ie s  
m a t m a n a g e  th e  p la n s  a r e  o n ly  pucn - 
tng  (h e  p lan s ' g o o d  p o rn o .

F o r  s tn rte n y  C h an y  snys. a n yone  
w ho  in v e st: in  a  tu ition  p la n  b c lo r e  
m a k in g  s u re  th e y  a re  g e tting  th e  
m a x im u m  e m p lo y e r  m a tc h  In  th e ir  
c om p an y 's  401 ( k )  p la n  —  i f  th e y  
h ov e  o n e  —  is m a k in g  a  b ig  tn b tn k e . 
B ey ond  t h a t  C h a n y  a n d  o th e rs  p o in t 
o u t s e v e ra l p o te n t ia l pi ( fa lls :

► P e n a l t ie * . M os t s ta te s  a re  In ten t 
o n  lo c k in g  p e n t r t iu m n  t o o  th e  p la n . 
A s  a  r e s u l t  p en a ltie s  ( o r  c a n c e lin g  a n

a ccoun t c an  be  s teep.
P - U c k  o l  In v e s tm e n t  c h o ic e . 

O n c e  o n  accoun t b  open , th e  S a t e  —  
o r  th e  in v e stm en t c om p an y  ac ting  as 
the  state's agen t —  tnkes  lu l l  c on tro l 
o v e r  how  the  m o n e y  is invested , tn 
m oo t sav ings p lan s , the  assets a rc  a l­
lo c a te d , a cc o rd in g  to  the  b en e fic ia ­
ry 's  age . c ra o ng  s tocks , bond s and  
m o n e y  m a rk e t  m u tu a l t o n u s  

T h e  y o u n g e r the  b en e fic ia ry , the  
m o re  r is k  b  ta k e n . B y  the  t im e  the  
s tu d en t re a c h e s  c o l l e t ,  m o s t o f  the 
o c c o un t is  invested  tn lo w - rb k  bonds 
e n d  m o n e y  m a rk e t  m u tu a l f u n d i  

C han y  says s om e  p lan s  a re  lo o  
r is k -a v e rs e . H e  d ie s  N ew  W rit 's  
p la n , w h ich  lim its  B o c k  Investm en t! 
o n  b e h a lf  o f  newb o r ns to  lu st 55%  o f

a n  a c c o u n t  N ew  H am p sh ire , b y  c on - 
i r a s i  invests  tW!» o f  a  n ew b o rn 's  a c ­
c ou n t la  s tocks .

► P re p a id  p la n  c o n v e r s io n * . P r e ­
p a id  tu ition  c on t ra c ts  le i  s tu d en ts  
c o n v e n  s ta le  u n iv e rs ity  tu it io n  c re d ­
its f o r  u se  a t a  p n v n te  o r  o u t-o f-o ta le  
c o lle g e . S om e  p lan s , b ow e v t r . m a k e  
c o n v e r s o t a  a t a  s ig n ific an t d iscoun t 
f r o m  pubuc u n iv e rs ity  tu it ion .

► T a x e s  l u x  p aym en ts  a re n 't c o n ­
s id e re d  a  c o lle g e  e xp e n s e  u n d e r  I R S  
ru le s . S o  a  a u d e ra  m u s t h o v e  m o t h e r  
s o u rc e  o f  m o n e y  to  p o y  t a x i s  on  
m o n e y  c om ing  o u t  o f  (h e  s a v in g ; 
p la n . A s re s u lt . C h an y  sa y s  p a ren ts  
w h o  e xp e c t to  invest o n ly  m od e s t 
am o u n ts  t o r  t h e i r  c h i ld 's  ed u c a t io n  
m n y  b e  b e t to r  o f f  wt Ui a  p la in  v a n i l la

investm en t a c c o un t , w in ch  le ts  a  m i­
n o r  w ith d raw  up  (o  1700 In  In te rest 
la x - f re e  e a c h  yea r,

► Im p i c t  o n  f in a n c ia l o ld . P r o ­
c e e d s  f r o m  a  p re p a id  tu ition  p la n  r e ­
d u c e  a  studen t's  fin an c ia l n e e d  d o l- 
la r - f o r  d o lla r .

B y  con tra s t, a t le as t t o r  now . the  
g o v e rn m en t h a s  t a u e d  a n  in te rp re ta ­
t io n  tha t g iv e s  sav ings p la n s  rein - 
u v e ty  fa v o ra b le  tre a tm en t in  finan - 
d a l  a id  c a lc u la t io n s  As a  re su lt, 
sav ing s  accoun ts  h ave  lesa  oeg aU ve  
im p e d  o a  a id  th a n  o th e r  n e t s .

B u i the  d eb a te  o v e r  h ow  sav ings 
p la n s  s h ou ld  b e  v iew ed  In  l i d  c a lc u ­
la t io n s  b  f e r  f n x n  s e a le d . A  fu tu re  
d e t e n n ln x f lo a  c ou ld  m e s a  a  sav ings 
a c c o u n t c o u ld  c a t  a  s tu d e o i i  fi­

n an c ia l a id  s ub s ta n tia lly
S o  how  d o  you  p ic k  a p lan '’
T h e  firs t d ec is io n  is  b e tw een  a  p re ­

p a id  a n d  a  m v ln g s  p lan .
► A  p re p a id  p la n  u  fo r  a c on s e rv a ­

t iv e  in vesto r w n o  w an rs th e  a ssu r­
a n c e  tha t t i e  f u l l  c o a  o t  c o lle g e , at 
le a s t Ih e  a s  o f  c o lle g e  u  a  (u b b c  
um vera ity , w ill b e  cov e red

► A savtngs p la n  b  to r  those  wno 
c on  l iv e  w tlh  th e  Id e a  that Ih e tr sav ­
ings m a y  c om e  u p  s h o r t  o l  fu l ly  cov 
e r ln g  tu n k x i

O o c e  th a t d e c is io n  b  m ad e , check 
to  l i e  I f  y o u r  o w n  s ta le  o f fe r s  wtuu 
y ou  wwA. M an y  t im e s  the  s ta le  In- 
C fxD oCxx c on ces s io n s  i r e  s o  g en e r­
o u s  th a t  th e y  w il l eU m to a le  Ih e  need 
to  lo o S ra e y  fu r t h e r
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S e c t i o n  3 1 . 8 .  Q U AL I F I E D STATE T U I T I O N  PROGRAMS

T h e  S m a l l  B u s i n e s s  J o b  P r o t e c t i o n  A c t  o f  1 9 9 6 ,  P u b .  L .  1 0 4 - 1 8 8 ,  S e c t i o n  
1 8 0 6 ( a ) ,  a d d e d  C o d e  S e c t i o n  5 2 9 ,  w h i c h  g r a n t s  t a x - e x e m p t  s t a t u s  t o  
q u a l i f i e d  s t a t e  t u i t i o n  p r o g r a m s .  A q u a l i f i e d  s t a t e  t u i t i o n  p r o g r a m  
(QSTP)  i s  a  p r o g r a m  e s t a b l i s h e d  a n d  m a i n t a i n e d  b y  a  s t a t e  u n d e r  w h i c h  a  

p e r s o n

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

(2 )  m a y  m a k e  c o n t r i b u t i o n s  t o  a n  a c c o u n t  e s t a b l i s h e d  f o r  t h e  p u r p o s e  
o f  m e e t i n g  t h e  q u a l i f i e d  h i g h e r  e d u c a t i o n  e x p e n s e s  o f  t h e  
b e n e f i c i a r y .

T h e  t a x  o n  e a r n i n g s  a t t r i b u t a b l e  t o  p r e p a y m e n t s  o r  c o n t r i b u t i o n s  i s  
d e f e r r e d  u n t i l  t h e  e a r n i n g s  a r e  d i s t r i b u t e d  f r o m  t h e  QSTP.  T h e  b e n e f i c i a r y  
i n c l u d e s  t h e  e a r n i n g s  i n  g r o s s  i n c o m e  a t  t h e  t i m e  o f  d i s t r i b u t i o n .

QSTP r e q u i r e m e n t s  a r e  d i s c u s s e d  i n  S e c t i o n  3 1 . 9  T h e  t a x  t r e a t m e n t  o f  
QS TPs  i s  d i s c u s s e d  i n  S e c t i o n  3 1 . 1 0  C o o r d i n a t i o n  o f  Q S T P s  w i t h  t h e  H o p e  
s c h o l a r s h i p  a n d  l i f e t i m e  l e a r n i n g  c r e d i t s  a n d  w i t h  e d u c a t i o n  I R A s  i s  
d i s c u s s e d  i n  S e c t i o n  3 1 . 1 1  E f f e c t i v e  d a t e s  a r e  d i s c u s s e d  i n  S e c t i o n  
3 1 . 1 2

<<END OF S E C T I 0 N > >
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SECTION 5 2 9 .  QUALI FI ED STATE T U I T I ON PROGRAMS

( a )  GENERAL RULE

A q u a l i f i e d  S t a t e  t u i t i o n  p r o g r a m  s h a l i  b e  e x e m p t  f ror r .  t a x a t i o n  u n d e r  t h i s  
s u b t i t l e .  N o t w i t h s t a n d i n g  t h e  p r e c e d i n g  s e n t e n c e ,  s u c h  p r o g r a m  s h a l i  b e  
s u b j e c t  t o  t h e  t a x e s  i m p o s e d  b y  s e c t i o n  5 1 1  ( r e l a t i n g  t o  i r r - . p o s i t i o n  o f  t a x  
o n  u n r e l a t e d  b u s i n e s s  i n c o m e  o f  c h a r i t a b l e  o r g a n i z a t i o n s ! .

( b )  QUALI FI ED STATE T U I T I ON  PROGRAM 

F o r  p u r p o s e s  o f  t h i s  s e c t i o n - -

(1 )  IN GENERAL

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

(A) u n d e r  w h i c h  a  p e r s o n - -

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

( i i )  m a y  m a k e  c o n t r i b u t i o n s  t o  ar.  a c c o u n t  w h i c h  i s  
e s t a b l i s h e d  f o r  t h e  p u r p o s e  o f  m e e t i n g  t h e  q u a l i f i e d  h i g h e r  
e d u c a t i o n  e x p e n s e s  o f  t h e  d e s i g n a t e d  b e n e f i c i a r y  o f  t h e  
a c c o u n t ,  a n d

(B) w h i c h  m e e t s  t h e  o t h e r  r e q u i r e m e n t s  o f  t h i s  s u b s e c t i o n .

(2)  CASH CONTRIBUTIONS

A p r o g r a m  s h a l i  n o t  b e  t r e a t e d  a s  a  q u a l i f i e d  S t a t e  t u i t i o n  p r o g r a m
u n l e s s  i t  p r o v i d e s  t h a t  p u r c h a s e s  o r  c o n t r i b u t i o n s  may  o n l y  b e  m a d e  i n
c a s h .

( 3 )  REFUNDS

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

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

(B ) m ade on  a c c o u n t  o f  t h e  d e a t h  o r  d i s a b i l i t y  o f  t h e  d e s ig n a t e d
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b e n e f i c i a r y ,  o r

(C) m a d e  o n  a c c o u n t  o f  a  s c h o l a r s h i p  ( o r  a l l o w a n c e  o r  p a y m e n t  
d e s c r i b e d  i n  s e c t i o n  1 3 5 ( d ) ( 1 )  (B) o r  ( C ) ) r e c e i v e d  b y  t h e
d e s i g n a t e d  b e n e f i c i a r y  t o  t h e  e x t e n t  t h e  a m o u n t  o f  t h e  r e f u n d  
d o e s  n o t  e x c e e d  t h e  a m o u n t  o f  t h e  s c h o l a r s h i p ,  a l l o w a n c e ,  o r  
p a y m e n t .

( 4 )  SEPARATE ACCOUNTING

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

(5)  NO INVESTMENT DI RECTI ON

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

( 6)  NO PLEDGING OF I NTEREST AS SECURITY

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

(7 )  P R O H I BI T I ON  ON EXCESS CONTRIBUTIONS

A p r o g r a m  s h a l l  n o t  b e  t r e a t e d  a s  a q u a l i f i e d  S t a t e  t u i t i o n  p r o g r a m  
u n l e s s  i t  p r o v i d e s  a d e q u a t e  s a f e g u a r d s  t o  p r e v e n t  c c r . T ' b u t t o n s  or.
b e h a l f  o f  a  d e s i g n a t e d  b e n e f i c i a r y  i n  e x c e s s  o f  t h o s e  n e c e s s a r y  t o
p r o v i d e  f o r  t h e  q u a l i f i e d  h i g h e r  e d u c a t i o n  e x p e n s e s  o f  t h e  
b e n e f i c i a r y .

( c )  TAX TREATMENT OF DESIGNATED B E N E F I C I A R I E S  AND CONTRIBUTORS

(1)  IN GENERAL

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

(A) a d e s i g n a t e d  b e n e f i c i a r y  u n d e r  a q u a l i f i e d  S t a t e  t u i t i o n  
p r o g r a m ,  o r

(B) a  c o n t r i b u t o r  t o  s u c h  p r o g r a m  o n  o e h a l t  o f  a  d e s i g n a t e d  
b e n e f i c i a r y ,  w i t h  r e s p e c t  t c  a n y  d i s t r i b u t i o n  o r  e a r n i n g s  u n d e r  
s u c h  p r o g r a m .

-  2 -
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(2)  G I F T  TAX TREATMENT OF CONTRIBUTIONS 

F o r  p u r p o s e s  o f  c h a p t e r s  12 a n d  1 3 - -

(A) IN GENERAL

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

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

( i i )  s h a l l  n o t  b e  t r e a t e d  a s  a  q u a l i f i e d  t r a n s f e r  u n d e r  
s e c t i o n  2 5 0 3 ( e ) .

(B) TREATMENT OF EXCESS CONTRIBUTIONS

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

( 3 )  DI S T R I B U T I ON S

(A) IN GENERAL

A n y  d i s t r i b u t i o n  u n d e r  a  q u a l i f i e d  S t a t e  t u i t i o n  p r o g r a m  s h a l i  b e  
i n c l u d i b l e  i n  t h e  g r o s s  i n c o m e  o f  t h e  d i s t r i b u t e e  i n  t h e  m a n n e r  
a s  p r o v i d e d  u n d e r  s e c t i o n  7 2  t o  t h e  e x t e n t  n o t  e x c l u d e d  f r o m  
g r o s s  i n c o m e  u n d e r  a n y  o t h e r  p r o v i s i o n  o f  t h i s  c h a p t e r .

(B) I N - K I N D  D I S T R I B U T I ON S

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

(C) CHANGE IN B E N E F I C I A R I E S

( i )  ROLLOVERS

S u b p a r a g r a p h  (A) s h a l l  n o t  a p p l y  t o  t h a t  p o r t i o n  o f  a n y  
d i s t r i b u t i o n  w h i c h ,  w i t h i n  6 0  d a y s  o f  s u c h  d i s t r i b u t i o n ,  i s  
t r a n s f e r r e d  t o  t h e  c r e d i t  o f  a n o t h e r  d e s i g n a t e d  b e n e f i c i a r y  
u n d e r  a q u a l i f i e d  S t a t e  t u i t i o n  p r o g r a m  who  i s  a  m e m b e r  o f  
t h e  f a m i l y  o f  t h e  d e s i g n a t e d  b e n e f i c i a r y  w i t h  r e s c e c t  t o  
w h i c h  t h e  d i s t r i b u t i o n  w a s  m a d e .
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( i i )  CHANGE IN DESIGNATED B E N E F I C I A R I E S

A n y  c h a n g e  i n  t h e  d e s i g n a t e d  b e n e f i c i a r y  o f  an  i n t e r e s t  i n  a 
q u a l i f i e d  S t a t e  t u i t i o n  p r o g r a m  s h a l l  n o t  b e  t r e a t e d  a s  a 
d i s t r i b u t i o n  f o r  p u r p o s e s  o f  s u b p a r a g r a p h  ( A I i f  t . n e  ne w 
b e n e f i c i a r y  i s  a m e m b e r  o f  t h e  f a m i l y  o f  t h e  o l d  
b e n e f i c i a r y .

(D) OPERATING RULES

F o r  p u r p o s e s  o f  a p p l y i n g  s e c t i o n  7 2 - -

( i )  t o  t h e  e x t e n t  p r o v i d e d  b y  t h e  S e c r e t a r y ,  a l '  q u a l i f i e d  
S t a t e  t u i t i o n  p r o g r a m s  o f  w h i c h  a n  i n d i v i d u a l  i s  a 
d e s i g n a t e d  b e n e f i c i a r y  s h a l l  b e  t r e a t e d  a s  o n e  p r o g r a m ,

( i i )  a i l  d i s t r i b u t i o n s  d u r i n g  a t a x a b l e  y e a r  s h a l i  b e  
t r e a t e d  a s  o n e  d i s t r i b u t i o n ,  a n d

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

(4)  ESTATE TAX TREATMENT

(A) I N GENERAL

No a m o u n t  s h a l l  b e  i n c l u d i b l e  i n  t h e  g r o s s  e s t a t e  o f  a n y  
i n d i v i d u a l  f o r  p u r p o s e s  o f  c h a p t e r  11 b y  r e a s o n  o f  a n  i n t e r e s t  i n  
a  q u a l i f i e d  t u i t i o n  p r o g r a m .

( 3 )  AMOUNTS I NCLUDIBLE IN ESTATE OF DESIGNATED BENEFI CI ARY IN 
CERTAIN CASES

S u b p a r a g r a p h  (A) s h a l l  n o t  a p p l y  t o  a m o u n t s  d i s t r i b u t e d  or. 
a c c o u n t  o f  t h e  d e a t h  c f  a b e r .e f  le v  = ry  ■

(C) AMOUNTS INCLUDIBLE IN ESTATE OF DONOR MAKING EXCESS 
CONTRIBUTIONS

I n  t h e  c a s e  o f  a  d o n o r  who  m a k e s  t h e  e l e c t i o n  d e s c r i b e d  i n  
p a r a g r a p h  ( 2 ) (B) a n d  who  d i e s  b e f o r e  t h e  c l o s e  c f  t h e  5 - y e a r  
p e r i o d  r e f e r r e d  t o  i n  s u c h  p a r a g r a p h ,  n o t w i t h s t a n d i n g  
s u b p a r a g r a p h  ( A) ,  t h e  g r o s s  e s t a t e  o f  t h e  d o n o r  s h a l i  i n c i u a e  t h e  
p o r t i o n  o f  s u c h  c o n t r i b u t i o n s  p r o p e r l y  a l l o c a b l e  t o  p e r i o d s  a f t e r  
t h e  d a t e  o f  d e a t h  o f  t h e  d o n o r .

( 5 )  OTHER G I F T  TAX RULES

-  4 -
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F o r  p u r p o s e s  o f  c h a p t e r s  12  a n d  1 3 - -

(A) TREATMENT OF D I S T R I B U T I ON S

E x c e p t  a s  p r o v i d e d  i n  s u b p a r a g r a p h  ( B ) , i n  n o  e v e n t  s h a l l  a  
d i s t r i b u t i o n  f r o m  a  q u a l i f i e d  t u i t i o n  p r o g r a m  b e  t r e a t e d  a s  a 
t a x a b l e  g i f t .

(B) TREATMENT OF DESIGNATION OF NEW BENEFI CI ARY

T h e  t a x e s  i m p o s e d  b y  c h a p t e r s  12  a n d  13  s h a l l  a p p l y  t o  a  t r a n s f e  
b y  r e a s o n  o f  a  c h a n g e  i n  t h e  d e s i g n a t e d  b e n e f i c i a r y  u n d e r  t h e  
p r o g r a m  ( o r  a  r o l l o v e r  t o  t h e  a c c o u n t  o f  a  n e w  b e n e f i c i a r y )  o n l y  
i f  t h e  n e w  b e n e f i c i a r y  i s  a  g e n e r a t i o n  b e l o w  t h e  g e n e r a t i o n  o f  
t h e  o l d  b e n e f i c i a r y  ( d e t e r m i n e d  i n  a c c o r d a n c e  v i t h  s e c t i o n  2 6 5 1 )

( d )  REPORTS

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

( e )  OTHER D E F I N I T I O N S  AND S P E C I AL  RULES 

F o r  p u r p o s e s  o f  t h i s  s e c t i o n - -

( 1 )  DESIGNATED BENEFI CI ARY 

T h e  t e r m  " d e s i g n a t e d  b e n e f i c i a r y "  r r . e a n s - -

(A) t h e  i n d i v i d u a l  d e s i g n a t e d  a t  t h e  c o m m e n c e m e n t  o f  
p a r t i c i p a t i o n  i n  t h e  q u a l i f i e d  S t a t e  t u i t i o n  p r o g r a m  a s  t h e  
b e n e f i c i a r y  o f  a m o u n t s  p a i d  ( o r  t o  b e  p a i d )  t o  t h e  p r o g r a m ,

(B) i n  t h e  c a s e  o f  a  c h a n g e  i n  b e n e f i c i a r i e s  d e s c r i b e d  i n  
s u b s e c t i o n  ( c ) ( 3 ) ( C ) ,  t h e  i n d i v i d u a l  w h o  i s  t h e  n e w  b e n e f i c i a r y ,  
a n d

(C) i n  t h e  c a s e  o f  a n  i n t e r e s t  i r .  a  q u a l i f i e d  S t a t e  t u i t i o n  
p r o g r a m  p u r c h a s e d  b y  a  S t a t e  o r  l o c a l  g o v e r n m e n t  ( o r  a g e n c y  o r  
i n s t r u m e n t a l i t y  t h e r e o f )  o r  a n  o r g a n i z a t i o n  d e s c r i b e d  i n  s e c t i o n  
5 0 1 ( c ) ( 3)  a n d  e x e m p t  f r o m  t a x a t i o n  u n d e r  s e c t i o n  5 0 1 ( a )  a s  p a r t  
o f  a  s c h o l a r s h i p  p r o g r a m  o p e r a t e d  b y  s u c h  g o v e r n m e n t  o r  
o r g a n i z a t i o n ,  t h e  i n d i v i d u a l ,  r e c e i v i n g  s u c h  i n t e r e s t  a s  a
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s c h o l a r s h i p .

( 2 )  MEMBER OF FAMILY

T h e  t e r m  ' m e m b e r  o f  t h e  f a m i l y '  m e a n s ,  w i t h  r e s p e c t  t o  a n y  d e s i g n a t e d  
b e r . e f  i c i a r y - -

(A) t h e  s p o u s e  o f  s u c h  b e n e f i c i a r y ,

(B) a n  i n d i v i d u a l  who  b e a r s  a  r e l a t i o n s h i p  t o  s u c h  b e n e f i c i a r y  
w h i c h  i s  d e s c r i b e d  i n  p a r a g r a p h s  (1} t h r o u g h  ( 8 )  o f  s e c t i o n  
1 5 2 ( a ) , a n d

(C) t h e  s p o u s e  o f  a n y  i n d i v i d u a l  d e s c r i b e d  i n  s u b p a r a g r a p h  ( B ) .

( 3)  QUALI FI ED HIGHER EDUCATION EXPENSES

(A) IN GENERAL

T h e  t e r m  " q u a l i f i e d  h i g h e r  e d u c a t i o n  e x p e n s e s "  m e a n s  t u i t i o n ,  
f e e s ,  b o o k s ,  s u p p l i e s ,  a n d  e q u i p m e n t  r e q u i r e d  f o r  t h e  e n r o l l m e n t  
o r  a t t e n d a n c e  o f  a  d e s i g n a t e d  b e n e f i c i a r y  a t  a n  e l i g i b l e  
e d u c a t i o n a l  i n s t i t u t i o n .

( 3 )  ROOM AND BOARD INCLUDED FOR STUDENTS UNDER GUARANTEED FLANS
WHO ARE AT LEAST HALF- TI ME

( i )  IN GENERAL

I n  t h e  c a s e  o f  a n  i n d i v i d u a l  who  i s  a n  e l i g i b l e  s t u a e n t  ; a s
d e f i n e d  i n  s e c t i o n  2 5 A ( b ) ( 3 ) )  f o r  a n y  a c a d e m i c  p e r i o d ,  s u c h  
t e r m  s h a l l  a l s o  i n c l u d e  r e a s o n a b l e  c o s t s  f o r  s u c h  p e r i o d  ' a s
d e t e r m i n e d  u n d e r  t h e  q u a l i f i e d  S t a t e  t u i t i o n  p r o g r a m )  
i n c u r r e d  b y  t h e  d e s i g n a t e d  b e n e f i c i a r y  f o r  r o o m  a n d  b o a r d
w h i l e  a t t e n d i n g  s u c h  i n s t i t u t i o n .  F o r  n u r p o s e s  o f  s u b s e c t i o n  
( b ) ( 7 ) ,  a  d e s i g n a t e d  b e n e f i c i a r y  s h a l i  b e  t r e a t e d  a s  m e e t i n g
t h e  r e q u i r e m e n t s  o f  t h i s  c l a u s e .

( i i )  LI MI TATI ON

T h e  a m o u n t  t r e a t e d  a s  q u a l i f i e d  h i g h e r  e d u c a t i o n  e x p e n s e s  c y  
r e a s o n  o f  t h e  p r e c e d i n g  s e n t e n c e  s h a l l  n o t  e x c e e d  t h e  
m i n i m u m  a m o u n t ( a p p l i c a b l e  t o  t h e  s t u d e n t ;  i n c l u d e d  f o r  r o o m  
a n d  b o a r d  f o r  s u c h  p e r i o a  m  t h e  c o s t  c f  a t t e n d a n c e  ( a s  
d e f i n e d  i n  s e c t i o n  4 7 2  o f  t h e  H i g h e r  E d u c a t i o n  A c t  o f  1 9 6 5 ,
2 0  U . S . C .  1 0 8 7 1 1 ,  a s  i n  e f f e c t  o n  t n e  d a t e  c f  t h e  e n a c t m e n t  
o f  t h i s  p a r a g r a p h )  f o r  t h e  e l i g i b l e  e - : u c a t _ o r . a l  i n s t i t u t i o n  
f o r  s u c h  p e r i o d .

I
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An i n t e r e s t  i n  a  q u a l i f i e d  S t a t e  t u i t i o n  p r o g r a m  s h a l l  n o t  b e  t r e a t e d  
a s  d e b t  f o r  p u r p o s e s  o f  s e c t i o n  5 1 4 .

(4 )  A P P L IC A T IO N  OF SEC T IO N  514

( 5 )  E L I G I B L E  EDUCATIONAL I N S T I T U T I O N

T h e  t e r m  " e l i g i b l e  e d u c a t i o n a l  i n s t i t u t i o n "  m e a n s  a n  i n s t i t u t i o n —

(A) w h i c h  i s  d e s c r i b e d  i n  s e c t i o n  4 8 1  o f  t h e  H i g h e r  E d u c a t i o n  A c t
o f  1 9 6 5  ( 2 0  U . S . C .  1 0 8 8 ) ,  a s  i n  e f f e c t  o n  t h e  d a t e  o l  t h e  
e n a c t m e n t  c f  t h i s  p a r a g r a p h ,  a n d

(B) w h i c h  i s  e l i g i b l e  t o  p a r t i c i p a t e  i n  a  p r o g r a m  u n d e r  t i t l e  IV
o f  s u c h  A c t .

« B A C K G R O U N D / E F F E C T I V E  D A T E S »

AMENDMENTS

1 9 9 8

S u b s e c t i o n  ( c ) ( 3 ) ( A ) .  —  P u b .  L .  1 0 5 - 2 0 6 ,  S e c t i o n  6 0 0 4 ( c ) ,  s t r u c k  
" s e c t i o n  7 2 ( b ) 11 a n d  i n s e r t e d  " s e c t i o n  7 2 "  i n  i t s  p l a c e .  [ E f f e c t i v e  a s  i f  
i n c l u d e d  i n  t h e  p r o v i s i o n s  o f  T a x p a y e r  R e l i e f  A c t  o f  1 9 9 7 ]

S u b s e c t i o n  ( e ) ( 2 ) .  - -  F u b .  L .  1 0 5 - 2 0 6 ,  S e c t i o n  6 0 0 4 ( c ) ,  a m e n d e d  
p a r a g r a p h  ( 2 ) .  [ E f f e c t i v e  a s  i f  i n c l u d e d  i n  t h e  p r o v i s i o n s  o f  t h e  T a x p a y e r  
R e l i e f  A c t  o f  1 9 9 7 ]

P r i o r  t o  a m e n d m e n t ,  p a r a g r a p h  ( 2 )  r e a d  a s  f o l l o w s :

" ( 2 )  MEMBER OF FAMILY

" T h e  t e r m  " m e m b e r  o f  t h e  f a m i l y "  m e a n s - -

" ( A)  a n  i n d i v i d u a l  w h o  b e a r s  a r e l a t i o n s h i p  t o  a n o t h e r  i n d i v i d u a l  
w h i c h  i s  a  r e l a t i o n s h i p  d e s c r i b e d  i n  p a r a g r a p h s  ( 1 )  t h r o u g h  ( 8 )  
o f  s e c t i o n  1 5 2 ( a ) ,  a n d

" ( B )  t h e  s p o u s e  o f  a n y  i n d i v i d u a l  d e s c r i b e d  i n  s u b p a r a g r a p h  ( A ) . "

1 9 9 7

S u b s e c t i o n  ( b ) ( 5 ) .  - -  P u b .  L .  1 0 5 - 3 4 ,  S e c t i o n  2 1 1 ( b ) ( 4 ) ,  i n s e r t e d  
' d i r e c t l y  o r  i n d i r e c t l y '  a f t e r  ' .may n o t ' .  [ E f f e c t i v e  f o r  J a n u a r y  1 ,  1 9 9 3 ,  
f o r  t r a n s i t i o n a l  r u l e  s e e  " E f f e c t i v e  D a t e  o f  1 9 9 7  A m e n d m e n t s "  s e c t i o n  
b e l o w . ]
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S u b s e c t i o n  ( c ) ( 2 ) .  —  P u b .  L .  1 0 5 - 3 4 ,  S e c t i o n  2 1 1 ( b ) ( 3 ) ( A ) ( i ) , a m e n d e d  
s u b s e c t i o n  ( c ) ( 2 ) .  [ E f f e c t i v e  f o r  J a n u a r y  1 ,  1 9 9 8 ,  f o r  t r a n s i t i o n a l  r u l e  
s e e  " E f f e c t i v e  D a t e  o f  1 9 9 7  A m e n d m e n t s "  s e c t i o n  b e l o w . ]

P r i o r  t o  i t s  a m e n d m e n t ,  s u b s e c t i o n  ( c ) ( 2 )  r e a d  a s  f o l l o w s :

" (2)  CONTRIBUTIONS

I n  n o  e v e n t  s h a l l  a  c o n t r i b u t i o n  t o  a  q u a l i f i e d  S t a t e  t u i t i o n  
p r o g r a m  o n  b e h a l f  o f  a  d e s i g n a t e d  b e n e f i c i a r y  b e  t r e a t e d  a s  a  
t a x a b l e  g i f t  f o r  p u r p o s e s  o f  c h a p t e r  1 2 . "

S u b p a r a g r a p h  ( c ) ( 3 ) ( A ) .  —  P u b .  L .  1 0 5 - 3 4 ,  S e c t i o n  2 1 1 ( d ) ,  s t r u c k  
' s e c t i o n  7 2 '  a n d  i n s e r t e d  ' s e c t i o n  7 2 ( b ) ' .  [ E f f e c t i v e  f o r  J a n u a r y  1 ,  1 9 9 9 ,  
f o r  t r a n s i t i o n a l  r u l e  s e e  " E f f e c t i v e  D a t e  o f  1 9 9 7  A m e n d m e n t s "  s e c t i o n  
b e l o w . ]

S u b s e c t i o n  ( c ) ( 4 ) .  - -  P u b .  L .  1 0 5 - 3 4 ,  S e c t i o n  2 1 1 ( b ) ( 3 ) ( B ) ,  a m e n d e d  
s u b s e c t i o n  ( c ) ( 4 ) .  [ E f f e c t i v e  f o r  J a n u a r y  1 ,  1 9 9 8 ,  f o r  t r a n s i t i o n a l  r u l e  
s e e  " E f f e c t i v e  D a t e  o f  1 9 9 7  A m e n d m e n t s "  s e c t i o n  b e l o w . ]

P r i o r  t o  i t s  a m e n d m e n t ,  s u b s e c t i o n  ( c ) ( 4 )  r e a d  a s  f o l l o w s :

" ( 4 )  ESTATE TAX I NCLUSI ON
T h e  v a l u e  o f  a n y  i n t e r e s t  i n  a n y  q u a l i f i e d  S t a t e  
t u i t i o n  p r o g r a m  w h i c h  i s  a t t r i b u t a b l e  t o  c o n t r i b u t i o n s  
m a d e  b y  a n  i n d i v i d u a l  t o  s u c h  p r o g r a m  o n  D e h a l t ’ o f  a n y  
d e s i g n a t e d  b e n e f i c i a r y  s h a l l  b e  i n c l u d i b l e  i n  t h e  g r o s s  
e s t a t e  o f  t h e  c o n t r i b u t o r  f o r  p u r p o s e s  o f  c h a p t e r  1 1 . "

S u b s e c t i o n  ( c )  ( 5 )  . - -  P u b .  L.  1 0 5 - 3 4 ,  S e c t i o n  2 1 1 ( b )  ( 3 )  (A) ( i i ) ,  a m e r c e d  
s u b s e c t i o n  ( c ) ( b ) . [ E f f e c t i v e  f o r  J a n u a r y  1 ,  1 9 9 S ,  f o r  t r a n s i t i o n a l  r u l e  
s e e  " E f f e c t i v e  D a t e  o f  1 9 9 7  A m e n d m e n t s "  s e c t i o n  b e l o w . ;

P r i o r  t o  i t s  a m e n d m e n t ,  s u b s e c t i o n  ( c ) ( 5 )  r e a d  a s  f o l l o w s :

" ( 5 )  S P E C I A L  RULE FOR APPLYI NG SECTI ON 2 5 0 3 ( E )
F o r  p u r p o s e s  o f  s e c t i o n  2 5 0 3 ( e ) ,  t h e  w a i v e r  ( o r  p a y m e n t  
t o  a n  e d u c a t i o n a l  i n s t i t u t i o n )  o f  q u a l i f i e d  h i g h e r  
e d u c a t i o n  e x p e n s e s  o f  a d e s i g n a t e d  b e n e f i c i a r y  u n d e r  a 
q u a l i f i e d  S t a t e  t u i t i o n  p r o g r a m  s h a l l  b e  t r e a t e d  a s  a 
q u a l i f i e d  t r a n s f e r . "

S u b s e c t i o n  ( d ) . - -  P u b .  L .  1 0 5 - 3 4 ,  S e c t i o n  2 1 1 ( e ) ( 2 ) ( A ) ,  a m e n d e d  
s u b s e c t i o n  ( d )  . [ E f f e c t i v e  f o r  J a n u a r y  1,  1 9 9 8 ,  f o r  t r a n s i t i o n a l  r u l e  s e e  
" E f f e c t i v e  D a t e  o f  1 9 9 7  A m e n d m e n t s "  s e c t i o n  b e l o w . ]

P r i o r  t o  i t s  a m e n d m e n t ,  s u b s e c t i o n  ( d )  r e a d  a s  f o l l o w s :

" ( d )  REPORTING REQUIREMENTS

C ode  S e c .  5 2 9
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( 1 )  IN GENERAL
I f  t h e r e  i s  a  d i s t r i b u t i o n  t o  a n y  i n d i v i d u a l  w i t h  r e s p e c t  t o  a n  
i n t e r e s t  i n  a  q u a l i f i e d  S t a t e  t u i t i o n  p r o g r a m  d u r i n g  a r . y  c a l e n d a r  
y e a r ,  e a c h  o f f i c e r  o r  e m p l o y e 0 h a v i n g  c o n t r o l  c f  t h e  q u a l i f i e d  
S t a t e  t u i t i o n  p r o g r a m  o r  t h e i r  d e s i g n e e  s h a l l  m a k e  s u c h  r e p o r t s  
a s  t h e  S e c r e t a r y  m a y  r e q u i r e  r e g a r d i n g  s u c h  d i s t r i b u t i o n  t o  t h e  
S e c r e t a r y  a n d  t o  t h e  d e s i g n a t e d  b e n e f i c i a r y  o r  t h e  i n d i v i d u a l  t o  
whom t h e  d i s t r i b u t i o n  w a s  m a d e .  A n y  s u c h  r e p o r t  s h a l l  i n c l u d e  
s u c h  i n f o r m a t i o n  a s  t h e  S e c r e t a r y  m a y  p r e s c r i b e .
( 2 )  TI MING CF REPORTS

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

S e c r e t a r y  p r e s c r i b e s ,  a n d
(B) s h a l l  b e  f u r n i s h e d  t o  i n d i v i d u a l s  n o t  l a t e r  t h a n  J a n u a r y  
31  o f  t h e  c a l e n d a r  y e a r  f o l l o w i n g  t h e  c a l e n d a r  y e a r  t o  w h i c h  
s u c h  r e p o r t  r e l a t e s . "

S u b s e c t i o n  ( e ) ( 1 ) ( B ) .  - -  P u b .  L .  1 0 5 - 3 4 ,  S e c t i o n  1 6 0 1 ( h ) ( 1 ) ( A ) ,  s t r u c k  
' s u b s e c t i o n  ( c ) ( 2 ) ( C ) ' a n d  i n s e r t e d  ' s u b s e c t i o n  ( c ) ( 3 ) ( C ) ' .  ( E f f e c t i v e  f o r  
p r o v i s i o n s  o f  t h e  S m a l l  B u s i n e s s  J o b  P r o t e c t i o n  A c t  o f  1 9 9 6  t o  w h i c h  t h e y  
r e l a t e . ]

S u b s e c t i o n  ( e ) ( 1 ) ( C ) .  - -  P u b .  L .  1 0 5 - 3 4 ,  S e c t i o n  1 6 0 1 ( h ) ( 1 ) ( B ) ,  i n s e r t e d  
' ( o r  a g e n c y  o r  i n s t r u m e n t a l i t y  t h e r e o f ) ’ a f t e r  ' l o c a l  g o v e r n m e n t ' .
[ E f f e c t i v e  f o r  p r o v i s i o n s  o f  t h e  S m a l l  B u s i n e s s  J o b  P r o t e c t i o n  A c t  o f  1 9 9 6  
t o  w h i c h  t h e y  r e l a t e . ]

S u b s e c t i o n  ( e ) ( 2 ) .  - -  P u b .  L .  1 0 5 - 3 4 ,  S e c t i o n  2 1 1 ( b ) ( 1 ) ,  a m e n d e d  
s u b s e c t i o n  ( e ) ( 2 ) .  [ E f f e c t i v e  f o r  J a n u a r y  1 ,  1 9 9 8 ,  f o r  t r a n s i t i o n a l  r u l e  
s e e  " E f f e c t i v e  D a t e  o f  1 9 9 7  A m e n d m e n t s "  s e c t i o n  b e l o w . ]

P r i o r  t o  i t s  a m e n d m e n t ,  s u b s e c t i o n  ( e ) ( 2)  r e a d  a s  f o l l o w s :

"(2) MEMBER OF FAMILY

" T h e  t e r m  " m e m b e r  o f  t h e  f a m i l y "  h a s  t h e  s a m e  m e a n i n g  g i v e n  s u c h  
t e r m  a s  s e c t i o n  2 0 3 2 A ( e ) ( 2 ) . "

S u b s e c t i o n  ( e ) ( 3 ) .  —  P u b .  L .  1 0 5 - 3 4 ,  S e c t i o n  2 1 1 ( a ) ,  a m e n d e d  s u b s e c t i o n
( e )  ( 3 ) .  [ S e e  " E f f e c t i v e  D a t e  o f  1 9 9 7  A m e n d m e n t s "  s e c t i o n  b e l o w , '

P r i o r  t o  i t s  a m e n d m e n t ,  s u b s e c t i o n  ( e ) ( 3 )  r e a d  a s  f o l l o w s :

" ( 3 )  Q U A L I F I E D  HIGHER EDUCATION EXPENSES

T h e  t e r m  " q u a l i f i e d  h i g h e r  e d u c a t i o n  e x p e n s e s "  m e a n s  
t u i t i o n ,  f e e s ,  b o o k s ,  s u p p l i e s ,  a n d  e q u i p m e n t  r e q u i r e d  
f o r  t h e  e n r o l l m e n t  o r  a t t e n d a n c e  o f  a  d e s i g n a t e d  
b e n e f i c i a r y  a t  a n  e l i g i b l e  e d u c a t i o n a l  i n s t i t u t i o n  ( a s  
d e f i n e d  i n  s e c t i o n  1 3 5 ( c ) ( 3 ) ) . "

9
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S u b s e c t i o n  ( e ) ( 5 ) .  - -  P u b .  L .  1 0 5 - 3 4 ,  S e c t i o n  2 1 1 ( b ) ( 2 ) ,  a d d e d  a t  t h e  
e n d  a  n e w  p a r a g r a p h  ( 5 )  d e f i n i n g  a n  " E l i g i b l e  E d u c a t i o n a l  I n s t i t u t i o n " .  
[ E f f e c t i v e  f o r  d i s t r i b u t i o n s  a f t e r  D e c e m b e r  3 1 ,  1 9 9 7 ,  w i t h  r e s p e c t  t o  
e x p e n s e s  p a i d  a f t e r  s u c h  d a t e  ( i n  t a x a b l e  y e a r s  e n d i n g  a f t e r  s u c h  d a t e ) ,  
f o r  e d u c a t i o n  f u r n i s h e d  i n  a c a d e m i c  p e r i o d s  b e g i n n i n g  a f t e r  s u c h  d a t e . J

1 9 9 6

P u b .  L .  1 0 4 - 1 8 8 ,  S e c t i o n  1 8 0 6 ( a ) ,  a d d e d  n e w  s e c t i o n  5 2 9 ,  r e l a t i n g  t o  
" Q u a l i f i e d  S t a t e  T u i t i o n  P r o g r a m s " .  [ S e e  " E f f e c t i v e  D a t e  c f  1 9 9 6  
A m e n d m e n t s "  s e c t i o n  b e l o w ]

EFF E CT I VE  DATE OF 1 9 9 7  AMENDMENTS

P u b .  L .  1 0 5 - 3 4 ,  s e c t i o n  2 1 1 ( f )  ( 2 )  p r o v i d e d  t h e  f o l l o w i n g  r u l e s  f o r  
d e t e r m i n g  t h e  e f f e c t i v e  d a t e  o f  a m e n d m e n t s  m a d e  b y  s e c t i o n  2 1 1 ( a ) :

"EXPENSES TO INCLUDE ROOM AND 30ARD - -  T h e  a m e n d m e n t  m a d e  b y  
s u b s e c t i o n  ( a )  s h a l l  t a k e  e f f e c t  a s  i f  i n c l u d e d  i n  t h e  a m e n d m e n t s  m a d e  
b y  s e c t i o n  1 8 0 6  o f  t h e  S m a l l  B u s i n e s s  J o b  P r o t e c t i o n  A c t  o f  1 9 9 6 . "

" E L I G I B L E  EDUCATION I N S T I T U T I O N  - -  T h e  a m e n d m e n t  m a d e  b y  s u b s e c t i o n
( b ) ( 2 )  s h a l l  a p p l y  t o  d i s t r i b u t i o n s  a f t e r  D e c e m b e r  3 1 ,  1 9 9 7 ,  w i t h  

r e s p e c t  t o  e x p e n s e s  p a i d  a f t e r  s u c h  d a t e  ( i n  t a x a b l e  y e a r s  e n d i n g  
a f t e r  s u c h  d a t e ) , f o r  e d u c a t i o n  f u r n i s h e d  i n  a c a d e m i c  p e r i o d s  
b e g i n n i n g  a f t e r  s u c h  d a t e . "

" G I F T  TAX CHANGES - -  P a r a g r a p h s  ( 2 )  a n d  ( 5 )  o f  s e c t i o n  5 2 9 ( c )  o f  t h e  
I n t e r n a l  R e v e n u e  C o d e  o f  1 9 8 6 ,  a s  a m e n d e d  b y  t h i s  s e c t i o n ,  s h a l l  a p p l y  
t o  t r a n s f e r s  ( i n c l u d i n g  d e s i g n a t i o n s  o f  n e w  b e n e f i c i a r i e s ) m a d e  a f t e r  
t h e  d a t e  o f  t h e  e n a c t m e n t  o f  t h i s  A c t . "  [ A u g u s t  5 ,  1 9 9 7 . ]

i
"ESTATE TAX CHANGES —  P a r a g r a p h  ( 4 )  o f  s u c h  s e c t i o n  5 2 9 ( c )  s h a l i  
a p p l y  t o  e s t a t e s  o f  d e c e d e n t s  d y i n g  a f t e r  J u n e  8 ,  1 9 9 7 , "

P u b .  L .  1 0 5 - 3 4 ,  s e c t i o n  2 1 1 ( f ) ( 6 )  p r o v i d e d  t h e  f o l l o w i n g  t r a n s i t i o n a l  
r u l e s  f o r  d e t e r m i n g  t h e  e f f e c t i v e  d a t e  o f  a m e n d m e n t s  m a d e  b y  s e c t i o n  
2 1 1 ( b ) ( 1 ) ,  ( b)  ( 3)  (A)  ( l )  , ( b)  ( 3)  (A) ( i i )  , ( b ) ( 3 )  ( 3 ) ,  ( d)  , ( e ) ( 1 ) ( A ) ,
( e j  ( 2)  (A) , ( e )  ( 2)  (C) a n d  ( b )  ( 4)  :

" T R A N S I T I ON  RULE FOR PRE-AUGUST 2 0 ,  1 9 9 6  CONTRACTS -  I n  t h e  c a s e  o f  
a n y  c o n t r a c t  i s s u e d  p r i o r  t o  A u g u s t  2 0 ,  1 9 9 6 ,  s e c t i o n  5 2 9 ( c ) ( 3 ) ( C )  o f
t h e  I n t e r n a l  R e v e n u e  C o d e  o f  1 9 8 6  s h a l l  b e  a p p l i e d  f o r  t a x a b l e  y e a r s
e n d i n g  a f t e r  A u g u s t  2 0 ,  1 9 9 6 ,  w i t h o u t  r e g a r d  t o  t h e  r e q u i r e m e n t  t h a t  a 
d i s t r i b u t i o n  b e  t r a n s f e r r e d  t c  a  m e m b e r  o f  t h e  f a m i l y  o r  t h e  
r e q u i r e m e n t  t h a t  a  c h a n g e  i n  b e r . e f i c i a i r i e s  m a y  b e  m a d e  o n l y  t o  a

-  10  -
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m e m b e r  o f  t h e  f a m i l y . ”

EFFECTIVE DATE OF 1 9 9 6  AMENDMENTS

P u b .  L .  1 0 4 - 1 8 8 ,  s e c t i o n  1 8 0 6 ( c )  p r o v i d e d  t h e  f o l l o w i n g  r u l e s  f o r  
d e t e r m i n i n g  t h e  e f f e c t i v e  d a t e  o f  a m e n d m e n t s  m a d e  b y  s e c t i o n  1 8 0 6 ( a ) :

" ( 1 )  I n  g e n e r a l . — T h e  a m e n d m e n t s  m a d e  b y  t h i s  s e c t i o n  s h a l l  a p p l y  t o  
t a x a b l e  y e a r s  e n d i n g  a f t e r  t h e  d a t e  o f  t h e  e n a c t m e n t  o f  t h i s  A c t .

" ( 2 )  T r a n s i t i o n  r u l e . - - I f - ~

" (A) a S t a t e  o r  a g e n c y  o r  i n s t r u m e n t a l i t y  t h e r e o f  m a i n t a i n s ,  o n  
t h e  d a t e  o f  t h e  e n a c t m e n t  o f  t h i s  A c t ,  a  p r o g r a m  u n d e r  w h i c h  
p e r s o n s  m a y  p u r c h a s e  t u i t i o n  c r e d i t s  o r  c e r t i f i c a t e s  o n  b e h a l f  
o f ,  o r  m a k e  c o n t r i b u t i o n s  f o r  e d u c a t i o n  e x p e n s e s  o f ,  a  d e s i g n a t e d  
b e n e f i c i a r y ,  a n d

" ( B)  s u c h  p r o g r a m  m e e t s  t h e  r e q u i r e m e n t s  o f  a  q u a l i f i e d  S t a t e  
t u i t i o n  p r o g r a m  b e f o r e  t h e  l a t e r  o f - -

" ( i )  t h e  d a t e  w h i c h  i s  1 y e a r  a f t e r  s u c h  d a t e  o f  e n a c t m e n t ,  
o r

" ( i i )  t h e  f i r s t  d a y  o f  t h e  f i r s t  c a l e n d a r  q u a r t e r  a f t e r  t h e  
c l o s e  o f  t h e  f i r s t  r e g u l a r  s e s s i o n  o f  t h e  S t a t e  l e g i s l a t u r e  
t h a t  b e g i n s  a f t e r  s u c h  d a t e  o f  e n a c t m e n t ,  t h e  a m e n d m e n t s  
m a d e  b y  t h i s  s e c t i o n  s h a l l  a p p l y  t o  c o n t r i b u t i o n s  ( a n d  
e a r n i n g s  a l l o c a b l e  t h e r e t o )  m a d e  b e f o r e  t h e  d a t e  s u c h  
p r o g r a m  m e e t s  t h e  r e q u i r e m e n t s  o f  s u c h  a m e n d m e n t s  w i t h o u t  
r e g a r d  t o  w h e t h e r  a n y  r e q u i r e m e n t s  c f  s u c h  a m e n d m e n t s  a r e  
m e t  w i t h  r e s p e c t  t o  s u c h  c o n t r i b u t i o n s  a n d  e a r n i n g s .  F o r  
p u r p o s e s  o f  s u b p a r a g r a p h  ( 3 ) ( i i ) ,  i f  a S t a t e  h a s  a  2 - y e a r  
l e g i s l a t i v e  s e s s i o n ,  e a c h  y e a r  o f  s u c h  s e s s i o n  s h a l l  b e  
d e e m e d  t o  b e  a  s e p a r a t e  r e g u l a r  s e s s i o n  o f  t h e  S t a t e  
l e g i s l a t u r e . "

PUBLIC LAWS AMENDING TH I S  SECTION

( A u g u s t  5 ,  1 9 9 7 ,  P u b .  L.  1 0 5 - 3 4 ,  t i t l e  I I ,  s e c t i o n  2 1 1 ,  t i t l e  XVT, S e c t i o n
1 6 0 1 /  J u l y  2 2 ,  1 9 9 8 ,  P u b .  L.  1 0 5 - 2 0 6 ,  S e c t i o n  6 0 0 4 . )

-  11 -
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SniartMoney calls UNIQUE 
"The best college savings 
plan ever"
The State of New Hampshire has 
teamed with Fidelity Investments 
as manager to offer the UNIQUE 
CoHec.it? Iiive-slmu Plan (the 
UNIQUE Plan) - which 
Smarl Money called in ari August 
12, 1998 article, "the best college 
savings plan ever" This new plan, 
the article states, is better than an 
Education IRA - and residents of any state can fake advantage 
ot it.

Other plans don’t measure tip

Soon attei 1997 legislation made qualified state tuition 
programs foi higher education moie attractive, many state 
governments began sponsoring them. However many limit 
your college choices In in-state schools and invest in histoi icatly 
lower yielding conservative debt investments The UNIQUE 
Plan is "much better in almost every respect." according to 
GmartMoriey and it is available to all U.S. residents.

Assets grow federal income tax-deferred

Accoidmg to SmartMoiiey the must attractive aspect ot the 
UNIQUE Plan is (hat assets grow federal income tax-defened 
When assels me vvifhdiawn lor qualified higher education, they 
are taxed to the student, or ‘beneficiary." whose tax latu will 
most likely he lower than that of Ihcir parents, or the 
"participants" in the plan The money can be used at accredited 
liiyhei (.'fiucatiori institutions m the U S. (Eligible expenses 
include luilion, room, bomd. and inquired supplies and 
equipment)

UNIQUE vs. Education IRAs

Since yuu cannot hind both an Education IRA and the UNIQUE 
P I an* it’s important to understand some of the key differences 
between them

Education IRA distributions are tax-hee when used for qualified 
higher education expenses hot contributions are limited to 
$500 annually With costs tor a four-year privale college 
currently estimated at 5!9t,000 18 years from now. according 
to SmartMoiiey, a couple with an Education IRA may choose to 
invest other college savings in taxable accounts arid therefore 
may have to pay taxes on that money ovoi the years.
However, the maximum annual contribution for the UNIQUE 
Plan is $100.311 for 1998, and Ihe minimum is $1,000 
SniartMoney points out tfiat a couple could even invest 
$100,000 in the UNIQUE Plan and avoid paying Federal gift 
taxes Participants can make a gift of tip to $50,000 in a single



year without triggeiing the Federal gift tax - as long as the 
participant treat*, the entire gift as a series of five equal annual 
gifts.

Effects of participation on financial aid and scholarships

Undei r.nrrent Federal law. students must contribute 35% uf 
ttieii total assets to college costs annually before they can 
qualify tm financial aid. and financial aid offices expect any 
money in a student's name to be used for c.oileyc expenses 
However, •.ament Federal guidelines only require a maximum of 
up to 5 7% (depending upon trie pm outs' financial situation) of 
patents' assets to be .applied towaid tuition before aid can br? 
expected
So saving money in your child’s name may reduce the chances 
Of the child receiving financial aid SmartMoiiey points out. 
though i f  you have substantial assets and a high income, it is 
not icalistic lo expect financial aid wiih or without the plan
However, if the beneficiary earns a schofmship and doesn't 
need the money saved in Ihe plan, you can take penalty-free 
wiilidiawals op to the amount covered by the scholarship And it 
you also qualify tor Hope Scholarship and Lifetime Learning 
Credits, yon may use them in conjunction with the UNIQUE 
Pinn

Different investors, different choices - SmartMoney’s 
advice
The UNIQUE Plan's asset allocation is fairly conservative. 
SmailMortcy says You may piefer to invest on your own and 
allocate your money more aggressively. If you are confident 
you would make enough lo offset Ihe taxes yon may have to 
pay - or are willing to take a grealei investment risk that you 
wouldn't • you may piefor a taxable accuunt to ihe UNIQUE 
Plan
It yon have money invested in stocks or a tax-oftiaent fund and 
would have lo pay significant capital gams taxes lo move it lo 
the UNIQUE Plan, you may be betloi olf leaving your money 
where it is You should consul! a lax advisoi leyarding yom 
specific situation

ft/loie information about llu; UNIQUE Culleue Investing Plan.
"A 6 %  w xceo :. c on iiiim iion s  pen a lty  .vui b e  3pr,tic<J i f ,  m  f-.ducation iK<* w h en  the 
u r.cnun t 'jiv n c r h ; .s  a i.v i o o n t i ib J iR i l tn *  tax  < ie fi'irw j li ii liw i -a i/m g s  p la n  iJunng :pp  
w:nv lax
' In e  8e$t CoiiGii* ~avmgs Plan hver ' .jniorttou/iey interactive. August 10H1i 
Rsnnitig b j je t l  <>/> o/itwtMoney '< uompjrmnn o f  die uNtQUF rim i\. louluter, to 
t!in.' a  n* otnci type* , oiccjc :•>iv ii'u * yiiaiu a x  repoitviiIt: T e *  ~ 0 l '»i > rot 
Crfltiga TOM j RHOW  " StnartMoncf tulerachi v is a ruuir.temd
Oddem.vry o f  jinai'.M nnf/ Ojtjuit venture ofOi'W .tones £  CW 'i/'.J ii)' 'nc ami llu:
rifticzt Corriruui.-cdl'ons and SViwifMonrv •* nu< nWiateo uv;/> I m'eHy
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Investment and Tax Benefits 
» ability to give up to $50,000 fedora; gift tax tree
•  tax-advantaged giuwth ot earnings
tt a portfolio of Fidelity mutual funds tailored to file student's age 
Portability mid Flexibiliiv
» the ability to save for college while retaining control of your assets
•  the flexibility to use your investment at any accredited posl-seoomlary 

school m the U S.
■ a high contribution limit

Affoidcihilitv
■ a low minimum investment requirement

The UNIQUE Plan is intended toi individuals of all income levels with higher 
education goals for their childion or loved ones. Parents, grandparents, other 
relatives and even family fiiendscun all participate. WhPthei your 
beneficiary attends a pnvate college public utnvoisity, graduate school,
2-year community college, vocational-technical school in- 01 oul of-sta»e. (lie 
UNIQUE Plan can help you meet the significant financial challenge that lies 
ahead

The only requirement tor eiiioyiny these unique benehts is that yout 
investment be used to pay for qualified expenses at ari accredited institution 
of hiyhei education that is eligible to participale in certain federal studenl aid 
programs
The UNIQUE Plan does not guarantee a rale of return and may nut be right 
for everyone. Howevoi if you arc looking for a now way lo invest fm a child's 
higher education, it might be light for you

Download an enrollment kit, request one by mail, or call 1-800-544 1 722 
to spenk w ith a UNIQUE Plan representative at Fidelity.

 ___ __ _____ ______   ______ mr«.

Investment and Tax Benefits

» Professional investment management by Fidelity The UNIQUE Pl.iti

! \ ? 0 |  I
Why InvMl?

Overview

Each child is unique A college investing plan 
should be too That s why She State ol New 
Hampshire has teamed with Fidelity 
Investments to olfer you the UNIQUE 
College Investing Plan (the UNIQUE Plan)

The UNIQUE Plan is available lo any U S. 
resident. However, Fidelity also manages 529 investment plans for 
Massachusetts and Delaware If you arc a resident ot one of those states, 
you may want to check into yom state's plan

V'GWJ .VW) p m
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puts tlic investment expertise ot Fidelity to work for you 1 You purchase unit:, 
o' one of the UNIQUE Plan portfolios. Balanciny investment risks against 
potential returns can be a difficult task -- especially if you do not have the 
lime or the inclination to do so Investments in the UNIQUE Plan portfolios 
are managed by Strategic Advisers. Inc., a Fidelity Investments company An 
experienced portfolio manager will automatically deieirmne the portfolio's 
investment mix and make appropriate adjustments according to youi 
beneficiary's ago

When your beneficiary is ten or more yeais away from college age. the 
portfolio will be heavily invested in equity mutual hinds lor growth of capital 
As your beneficiaiy nears college age, the portfolio will giadually shift 
emphasis to bond and money mmket mutual funds to potentially preserve 
capital that will bo readily available tor college expenses
You can leam more about the UNIQUE Plan's asset allocation and 
invesuncnt straieov and read about Ihe portfolio manager of the plan

a Tax-advantaged earnings. Earnings in your UNIQUE Plan account grow 
federal income fax-deferred When assets are withdrawn for qualified 
expenses such as tuiiion, loom and boaid, books, and required supplies, 
federal income taxes are payable by the benehciary -  lypicully at his/liei 
lower rale Fur New Hampshire residents, qualified withdmwals are also 
completely exempt from the New Hampshire interest and dividends tux * 
Non-residents are not subject to this lax It you already have money set aside 
for college in a taxable account (such as a savings account), you may want 
to consider the lax benefits of moving it to the UNIQUE Plan Consult your 
lax advisor for your particular situation

« Flexible investing plans. Any resident of the U.S ago 18 orovei can 
open an account for their beneficiary You cun get started for as little as S50 
pei month with automatic payments. There aie no icstfictions on participation 
based on your income. Parents, grandparents, other relatives and even 
family friends can upen up accounts on behalf of the same beneficiary as 
long as ihe total amount in all accounts does not exceed the UNIQUE Plan 
limit of S100 311 per beneficial y :i

Also, u girt of more than $10,000 to a single person in one yem is normally 
subject to federal gift lax Wilh the UNIQUE Plan, you can make a gift of up 
lo S50.000 m one year without triggering the tax. To do this you must elect lo 
treat the entire gill os a series of five equal annual gifts And no additional 
gifts can be made over the five yeai period Consult your lux adviser foi youi 
particular situation.

Portability and Flexibility

•  Portability to any school in the U.S. Assets in the UNIQUE Plan can he 
used to pay for qualified higher education expenses u! any acciedited 
post-secondary institution in the United Status that are eligible to participate 
in certain fedeial student aid ptugrams These include public arid private 
colleges and universities, graduate schools 2-year community colleges and 
vocational-technical schools



» Change o f beneficiaries. Participants in the UNIQUE Plan tetain control 
of their assets until account assets are withdrawn for qualified higher 
education expenses Participants can change their beneficiary to be another 
family member of Ihe original beneficialy without paymy a penalty.'1

■ Withdrawals for non-higher education purposes. You can take money 
from your account at any time. It your buneficiaiy receives a scholarship fur 
higher education expenses, you may withdraw an amount equal to ihe value 
of the scholarship fiom youi account withnul paying a penalty. You may also 
make penalty-free wilhdrawais in the event ot the death or disability of yum 
beneficiary Otherwise, earnings on non-qualifiecl withdrawals will be taxed to 
you as oidm3ry income ol your rate arid a federally mandated penalty equal 
to 10% ot any investment gams dishibuted will apply

________________________        TOt't
Affordability

•  Affordable investments Investors who sign tip for Fidelity's Automatic 
Account Builder' (FAAB; to make automatic payments directly fiom their 
bank accounts can open an account with a minimum initial investment of 550 
a month or $150 pei quarter Otherwise, there is an initial minimum 
investment requncmaril of S i000.

*  Low fees and expenses. The UNIQUE Plan charges an annual S30 
maintenance fee per account which if. waived if you sign up fui FAAB oi it 
the combined value of yum account and any othur accounts will) ihe same 
named beneficiary is $25,000 or more There is a daily charge at a rate equal 
to 0 30% ($3 per $1.000; of your account assets per yeai Each of the mutual 
funds also has investment management fees and othei expenses which vary 
from fund to fund. There are no sales loads imposed on your UNIQUE Plan 
purchase.

Important Point to Consider Although the UNIQUE Plan has many benefits it 
may not be appro/xnite for nil investors Please review youi individual 
situation to make sure it is right for you

Download an enrollment kit. request one by mail, or call 1-800-544-1722 
to speak with a UNIQUE Plan representative at Fidelity.

‘ L r.jr* . fed e ra l law  >en< cannot direct y.,.Ui cv/n in v e iln ie n ls  m the U N IQ U E  P lann
" I f  vou  a i«  not a  N ew  I iam p -h ire  le sic te 'ii you  m ay wani in  investiga te  w he the r you r sMir* u l i r i s  a 
p lan  with a lte rna tive  lu *  a d v an tag e s  fo r  its r^siv ieiiis

his co.itiiuutinn limit i*. ( j i  I V O  on ly  and  will nc ad justed annually ro re f Ik . I trie chang ing  c'-rsls w  
higher education rti«  limit in 1‘jU O w ill be k lO S .V lS
. J

l I t*  new  Bw iO fiO J 'y  m u s l n ave  nm* o t th e  fo llow ing  rc h lir .n ' . ln p s  to th e  o n q m a l U eM r liw jry  1 11 '.on
Ol d d u q li lv f ( 2 )  ftc 'p son  u i stepd fld 'JIilL 'i, i f l ;  r jic th e i, b is lw  •UeptMOMei. U. » ie jiM « !er (-5) U l l i e i  ui 
m iilh e r , o r  .in  a n u -b l'«  o l e ither. (C ) -..lup iatner c i s tepm u thn r (C l v m  iji d a u g h te r o f  a  hnX litii n r 
s is tir i . ( 7 i  tnu thei o r a iji^ i u f the ta ihu : in m o the r, and  (S i  s o n  in law . d augh te r in law  la th b i.in  law , 
m o th e r lll- iow  b ro th e r in - l jv ; nr m s le i in-litW H ie  SpOUSc o f  h fam ily  mCiriDiX ib a is h  c nn s id cu . l l  n 
fam ilv  n ir in b v : H o w k v h . if the n iv /  B r n e f r . u r ,  is  a  fo r i i iP e t  o f  a  you ri'jc i y e iic r . i lm n  lh n 'i the 
p rev iou s  B ene fic ia ry . a  tv-oeral p c n c ra tin n -sn p p in g  gift tn» m ay  app ly  Tin* 'a *  w ill a pp ly  in  (he  y e a r tn 
A'fliLll lilt* rn on cy  is  d iK thhu trd  from  JH  A l l .n il it
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COLLEGE INVESHKD PLAN'*' i-m * m-i3“ *.
m« m w  •Bassr* e®?

Overview

Tu help you provide lor Ihe 
ftsiny costs of higher 
education. the 
Massachusetts Educational 
Financing Authority (MEFA) 
has teamed with Fidelity 
Investments to offer you the 
U Fundr>M College Investing 
Plan. The U Fund is flexible and affordable, and it combines 
significant lax advantages with experienced investment 
management.

The U.Fund is available ro residents of all states. However 
Fidelity also manages 529 investment plans for New Hamnshne 
and Delaware. If you are d resident of one ot those stales, you 
may wanl to check into your stale's plan.
Investment and Tax Bonelits■ ■ ^  mm i

•  tax-ndvaiitaqed giowlli ot earnings
a potential for competitive market returns
■ low investment icqiiirement and high contribution limit 

currently over $150,000

flexibility
■ the ability lo save for college while retaining control of your 

assets
n use funds at most colleges arid universities nationwide 
c change of beneficiaries
■ use of funds for tuition, fees loom hoard, books and 

supplies

Altordabihtv
•  low fees and expenses

)U SS

The U.Fund is intended foi individuals of all income levels with 
highci education goals foi their children, grandchildren or olhei 
loved ones Whether yom beneficiary attends a pnvatc college, 
public university graduate school two-year community college 
ui vocational-technical school, any when e in the United Stales, 
!!>♦* tr Fund c.an help you meet the significant financial 
challenge trial lies ahead MEFA also offers Ihe U Pis.i a 
prepaid tuition pioyram

Although neither the Massachusetts Educational F ancmg 
Authority noi Fidelity Investment*, can guarantee a rate of return 
on your investments the U Fund has been designed to be an

.mw I'M
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attractive and innovative opportunity to invest for higher 
education.

Download an enrollment kit, request one by mail, o r call 
1-800-544-2776 to speak w ith a U.Fund representative at 
Fidelity.

.LUP.'#-

Investment and Tax Benefits

■ Tax-advantaged earnings. Earnings in your U.Fund account 
grow federal and Massachusetts murine tax deferred’ . When 
assets arc withdrawn for qualified expenses (including tuition, 
fees, tuorn. hoard books, and supplies), federal taxes are 
payable hy Ihe beneficiary, whose lax rate is typically lower

■ Potential for competitive market returns. Youi contiibulions 
will be invested in unils of one of the U Fund r.irtfolios 
Strategic Advisers, Inc (a Fidelity Investmer rr. company) will 
manage the U.Fund portfolios and invest in Fidelity mutual 
funds - The portfolio manager will automatically adjust the 
balance of stock, bond, and money market mutual funds in the 
portfolio accoiding to your beneficiary's ago.

For a detailed explanation of the U.Fund's investment strategy, 
please see the Investment Stratenv section or the Fad Kit

■ Low investment requirement and high contribution lim it
You can get started foi as tittle as $50 a month with automatic 
payments/There are no leslrictiuns on participation based on 
youi income, and individual lump sum contributions of up to 
S50 000 per beneficiary aie permitted in u single year without 
there being a taxable g ift/' Once assets are placed in the 
U.Fund. they are generally considered to tie out ot the 
participant's (the donors) estate (Consult your lax advisor foi 
youi particular situation) If the value of all accounts opened on 
behalf of a single beneficiary exceeds the U.Fund contribution 
lirml (cunently ovei S150.000^). further conlnbulioiis will nol be 
accepted

Flexibility

■Withdrawals for 110 11-higher education purposes You can
take money from youi account a I any tune However, if the 
money is nut used to pay for qualified higher education 
expense;, earnings on such wilhdiuwuls will be taxed as 
uidinary income to you at youi rale and a federally mandated 
penalty equal to 10% of any investment gains distributed will

V V W  .1.09 PM
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apply. If youi beneficial y receives a scholarship for higher 
education expenses, you may withdraw an amount equal to the 
value ot the scholarship from your account without paying a 
penalty. You may also make penalty-free withdrawals (subjeef 
to taxation of earnings) in the event of the death or disability of 
your beneficiary.

■Use of funds at schools anywhere in the U.S Assets in the 
U.Fund con be used to pay foi qualified highei education 
expenses at accredited posl-secondaiy institutions anywhere in 
the United Slates These include public and private colleyes 
and universities, graduate schools, two-yew community 
colleges, and vocational-technical schools

■Change o f beneficiaries. The participant (the donor) 
maintains control until account assets are withdrawn The 
participant can change the beneficiary to be nnothoi family 
member of the oiiginal beneficiary - including adults reluming to 
school - without paying a penalty.13

Affordability

■ Low fees and expenses Thy U.Fund charges an annual $30 
maintenance fee per account, which is waived it you sign up tor 
direct deposit or Fidelity Automatic Account Builder (FAAB) or if 
the combined value of youi account and any other accounts tor 
the same beneficiaiy is $25 000 or more There is a daily 
charge at a rate equal to 0.30% ($0 per S1.000) of youi account 
assets per yew Each of the mutual funds also has investment 
management fees and oihCf expenses which vary from fund lo 
tund No sales loads are deducted hum your U Fund purchase 
Please sco the Fact Kit tor more details.
Important Point In Considei Although Ihe U.Fund has many 
benefits, it may not be appropriate for all investors Please 
review your individual situation tu make suie the U Fund is riyht 
foi you

Download an enrollment kit, request one by mail, oi call
1-800-544-2776 to speak with a U.Fund representative at 
Fidelity.

' o i l i e r  s ta te *  in<*> o ffe r p lan * with s la te  tax jo v a n te y ir s  fo r thou iw n le n ti/ If you 
ju »  no  I ;i M assa ch u se tts  ir.r.idont. you m ay want tr. n on l.ic l your s ta te  tu s iro  il tl
o ffe r *  a p lan

“Undei frtWi al law you turt'iul tlirr.r: yOi» iwi investment* in Hip U Hunr)

'V a iio d iu  iiwi-ilmpnt plan-- <&> riot iiwiift: a p u l  it and do  no> pyutnel aga in s t a  lm>*
in 3 dnclinnMJ ’ iiariipl

^ T o  avoid ||ii» fi.tlc id l t|ifl tax on  a iSC.UOO cm ilriliiilM V  y .u  m ust mmkp nu furtiiui 
y itte to ir>« h»'ieficiary ovci itw  t iv e y » jr  p i-iiod . anti ti»at the gilt a *  a  sw ie s  o f live 
r \ | i i j l  annua l O 'fls If yuu (ircr.itf- a Mill ul lo a n  $ 3 0 . 0 ( 0  yuii c an  m.me
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add itiona l y iffn  w ilhou l g ift tax s o  lung u s  the to fa l (i f H ie p ro rated y .n  and  Hie 
addition*! g ilts  Go not exceed  f l u  COO in an y  o n e  v*>wr if you ctecidi* to pro rate  a q i?I 
o f  m o re  than S lO  00(7, o  p ro rated  portion o f  thu gift will 0*? inc lude.) in yuur e s ta te  it 
you sn ou k i d ie before- the  end  o f H i" five year per-prt

"o**e  tne  K ac l K it fo r th *  uxact contribution linut and o th e r .M a i ls

amity m em be rs  inc lude a n v o iv  wnn is rcidfv-1 to the bene fic iary  in o n e  o l the 
fo llow ing w ays sib ling M f-m b lin g , step -s 'h ling . n iece or nephew  parent, 
step ch ild . g randpa ivn t, aunt c r unc le , im nvd lia te  in-taw (m other. fa ther. b rother 
s is te r, daugh te r o r so n ) , or the s p o u s e  u l any  Uimily m em ber lis ied  above H vw u /e i. 
changm g the  b em tta ia ry  to  som eon e  in j  y ounger gcne ra iion  in the  fam ily will resu lt 
in a  fed c ta l girt tax P end ing  c la iificatiun o f its perm issib ility unde r fe .terai tax 
icou irem en ts  the i f  Fund , at this poin t d oo r, not perm it you fn n am e  yuu is rtt a s  a 
bene fic iary

http./.'pcriomlJOO .fidelity.conii'plmininftrcullimc.'conient/ni.natochit.toni htm
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Overview

Each child is unique. A college investment plan 
should he loo. That's why Ihe Slate of Dolawme 
has learned with Fidelity Investments (o offer 
you the Delawaie College Investment Wan (Ihe 
College Plan).

The Colleye Plan is available to any U S. 
resident

Investment and Tax Benefits
•  tax-advantaged yiowth of earnings
■ a portfolio of Fidelity mutual funds tailored lo the student's ayi-
Poitabiiity and Flexibility
•  the ability to save for college while lelaininy conhol of your assets 
» the flexibility lo use your investment at ucai ly any acu edited

post-secondary schonis anywhere in the U S 
» a high contribution limit
Aflordabilitv
■ a low minimum investment requirement

The College Plan is intended lor individual:; of all income levels with higher 
education goals for their children or loved ones Parents grandparents, oilier 
relatives, and even family friends cun all participate Whether youi 
beneficiary attends a private college, public umveif.ity, graduate school.
2-yeai community college, vocational-technical school, in* oi out-of •slate. Ihe 
Colleye Plan cun help you meet the significant financial chullomjp lhat lies 
ahead.

The only requirement for enjoying this unique combination of benefits is that 
youi investment be used to pay for qualified expenses at neuily any 
accredited institution of tuyhei education, that is eligible to participate m 
certain Fedeial student aid piograms.

The College Plan does not guarantee a rate; of return and may not be light for 
evt'iyone. However, if you aie looking tor a new wav to invest lot 3 child’s 
higher education, it might be right for ynu

Request a free kit w ith more information on the College Plan or call 
1-800-544-1655 to speak with a College Plan representative at Fidelity.

        .  i.oe*
Investment and Tax Benefits

■ Professional investment management by Fidelity. The College Plan 
puts the investment expertise of Fidelity to work foi you 1 You purchase units 
of one ot the Col/ego Plan portfolios Strategic Advisers. Inc., a Fidelity 
Investment company, will manage the College Plan portfolios and invest m

‘M.W I * 1? I'M



Fidelity mutual funds An experienced portfolio manager will systematically 
adjust the balance of stock, bond, and money market mutual funds in the 
portfolio according to youi beneficiary’s age

When youi beneficiary is ten 01 moie years away from college ago, the 
portfolio will be heavily invested in equity mutual funds foi growth of capital 
As youi beneficiary neais college aye. the portfolio will giadually shift 
emphasis lo bond and money market mutual funds to potentially preserve 
capital that will be readily available for colleye expenses.

You can learn moie about the College Plan's assei allocation and inveslmerit 
stialeuv. and lead about the uoilfoiiu manager of the plan.

« Tax-advantaged earnings Investments to the College Plan are made 
after tax Earnings in your College Plan account grow Delaware state and 
federal income tax-deferiod.2 When assets are withdrawn tor qualified 
expenses, such as tuition, room, boaid books, and required supplies, federal 
income taxes are payable by the* benehr.iaiy. who typically will have a lower 
rate As a result, if you already have money set aside for college 111 <i taxable 
account (such as a savings account), you may want to consider the fax 
benefits of moving it to Ihe College Plan Consult your tax advisor foi youi 
particular situation.

•  Flexible investment plans. Any resident ot the U S ago 18 or over can 
open an account lor theii beneficiary You can yet started fur as hole as $50 
per month with automatic payments There arc no restrictions on participation 
based on your mcurne. Parents grandpaicnts. other relatives and even 
family friends can open up accounts on behalf of tfm same bcncficiaiy as 
long as the total amount in all accounts docs not exceed the Colicgo Plan 
limit of Si 12.950 per beneficialy.''Also a gift of more than $10,000 k» a 
single peisuri in one year is normally subject to federal gift tax With the 
College Plan, you can make a gift of up lo S50.000 in one yeai without 
triggering tne tax To do this you inusi elect to treat (tic entire gift as a senes 
of five equal annual gifts. Consult youi tax advisei for your particular 
situation

  .. ____ __ __  __ __ Ti?r*4
Portability arid Flexibility

» Portability to any school in the U.S. Assets in the College Plan can be 
used to pay for qualified higher education expenses at any accrediled 
post-secondary institution in the United Slates tfiat are eligible lo participate 
m Federal student aid programs Tnese include public and private colleges 
arid universities graduate schools, 2-ycar community colleges, and 
vocational-technical schools

« Change o f beneficiaries Participants retain control of their assets until 
account assets are w (tub awn foi qualified highei education expenses 
Participants can change llieii benehriaiy lo be another family member of (he 
ongmai beneficiary -  including adults returning to school •• without paying a 
penalty 5

•  Withdrawals for non-higher education purposes You can take money 
irom youi account ai any time If your beneficiary receives a scholmship for 
higher education expenses, you may withdraw an amount equal to the value

V'O'vy 3.12 pm
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or The scholarship from your account without paying a penalty. You may also 
make penalty-free withdrawals in the event of Ihe death yi disability or your 
beneficiary Otherwise, earning? on nun-qualified withdrawals will be taxed to 
you as oidinary income at youi rate, and a federally mandated penalty equal 
to 15% of any investment gams dufiibutert will apply

hnv/-'Ptig S ^ M li>frlily.voiiL'plinmng.'t;ollepc'tuoic7«,Uelawarc.hlii

  _____  ____  _______ _____  ________  _______ i u p -»

Affordability

» Affordable investments Investors who sign up for Fidelity's Automatic 
Account Builder1"' (FAAB; — automatic payments transferred directly from 
your bank account -  can open an account with a minimum initial investment 
Of S50 a month or S I50 pet quarter Otherwise, theie is an initial minimum 
investment requirement of $500

•  Low fees and expenses. The College Plan charges yri annual $30 
maintenance fee per account which is waived if you sign up fur FAAB or it 
the combined value of your account and arty ofher accounts with ihe same 
named beneficiary is S25.000 or more There is a daily chaiye at a rate equal 
to 0.30% ($3 pei S I.000; of your account assets on an annual basis Each of 
the mutual funds that your podfolio may invest in also has investment 
management fees and other expenses which vary from fund to fund Mo 
sales loads (chaigcst are deducted from youi College Plan purchase.

       »'»»*•>
Impo iunt Point tu Consult;r Although the College Plan has many benefits it 
may not be appiopiiute foi oil investors Please review your individual 
situation to make sure it is nyht foi you

R e q u e s t a free k it w ith more information on the College Plan or call 
1-800-544-1655 to speak w ith a College Plan representative at Fidelity.
«
'IJn rlc i lvdp r.i l law  yu'J c annot >1ir*xl y*.'ur ow n uwur.trnents in ll:it  C o lle y e  P la n*>* i i you d iu  m il a O e l .w u c  residen t. y u o rn n v  v/an l iu investigate whether youi s id le  o ffe rs - .i p'.i-' with 
a lternative fax ad van tag es  lo r its re s iden ts
" 'T h is  Cunlribctinn lliiii* is  lo r  I 9 i> i  urlly a n d  will I k;  jiC |. i s !c (I  a n n u a lly  to rt:(!<i I h ie  ch ang in g  m : \ I s  o f 
higiifei vdin .dtron I he hunt fo r t l W  vvii, r>e l i e u  :.-C
“  I l i e  new  O cnu ric ia ry  ro u s t ha v e  o n e  o f  ! liu  Follow ing u jlJ lio n .-h ip s  ro Ih e  oimjimciI O e ru lie ia ry  p i  cu r. 
o r d a u g h te r . ((."  s te p s o n  n r o tc p d a u ijh te r . ; ’a; tuv-inpr, s is te r , s te p b ro th e r. <ii s te p s is te r  f -d  ra th e r o r 
l lW Ih t r  e i dh jn c i r d o .  o l  —itnc; ( 5 )  s te p fa th e r n r  s te p m u lliH i; (fit  a u i: ui ( la u g h te r u l a  b ro th e r u> 
s is tu i, I7\ lu o th e : or a is le 1 o t th e  la i l i - i  o r  m c ih e i do rt ( 8 ;  son -iu -lvW . d a u g lt fa '- in  law  fa lh e i in ia /.- 
m o th e r Mi-i.iw trrt jin e i.ih - luw  nt jis t e r -m - fa w  T h e  s p o u s e  o f  a  fa u t iy  m em he t is  a ls o  con s.'1 '.'ioc  j  
f .v 'v iv  t n e m i r r  I *ow ever if th e  n ew  B en e fic ia  « is  <1 m em bt* : o f  d  y o u n p e r g e n e ra t io n  (Han lh»- 
p ie v ic u 1;  O ch e lic i.irv  a  fcvlei j t  i jen eM tiu ri-sH ipo ing  g ift fax  m a y  app ly  I .or? ta x  veil jp p ly  in th e  y tw  in 
w hich the  m on e y  is d is t r ib u to r  Irom  an Ani;<mnt

/ * * *  " r  I 'n p / i iy h l I'M K  C rvp
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AGENDA 
PRESENTATION ON SB 191 
SENATE HESS COMMITTEE 

FEBRUARY 21,2000

1. Brief Overview Governor’s Budget for the State’s integrated
comprehensive mental health program (SB 191). Includes Operating and 
Capital. Primary State agencies involved:

Dept, of Health and Social Services-Janet Clarke 
Dept of Administration-Alison Elgee 
Dept of Corrections-Dwayne Peeples 
AHFC Capital Projects-AKFC Staff

2. Overview from the Alaska Mental Health Trust Authority on additional 
recommendations for the State’s integrated comprehensive mental health 
program.

Alaska Mental Health Trust Authority Chairperson-Caren 
Robinson
Alaska Mental Health Trust Authority Executive Director-Jeff
Jessee



U se r S e le c te d C h a n g e  R e c o rd  b y  T ra n s a c t io n  T yp e
Department of Health and Social Services

D R A F T

Scenario : FY2001 Governor
T ra n s N on G e n e ra l F e d e ra l O th e r

B R U C om p o n e n t T ype C h a n g e  R e c o rd  T itle P F T P P T  P e rm F u n d s F u n d s F u n d s T o ta l
Pu rch a sed  Se rv ic e s R es id en tia l Child  C a re FndChg Train ing fo r R es id en tia l Ch ild  C a re  P rov id e rs . 0 0 0 1 0 0 .0 0 .0 - 1 0 0 .0 0 .0
Juven ile  Justice M cLaugh lin Youth C en te r FndChg C o rre c t line item distribution o f GF/M H 0 0 0 0 .0 0 .0 0 .0 0 .0
C om m unity D D  G ran ts C om m un iiy  D D  G ran ts FndChg D D  R isk  Mgm t and  Institutional P reven tion  

(AM HTA)
A P I 2 0 0 0  - Fund S ou rc e  C hange

0 0 0 1 2 0 .0 0 .0 -1 2 0 .0 0 .0

Institutions & Adm inistration A la ska  P sych ia tric  Institute FndChg 0 0 0 0 .0 0 .0 0 .0 0 .0
Medical A ss is tance M edicaid S e rv ic e s Inc F Y 2 0 0 1  M edicaid S e rv ic e s  B a s e  P rog ram  

Increm ent
0 0 0 7 8 3 .3 0 .0 0 .0 7 8 3 .3

Pu rch a sed  S e rv ices F o s te r C a re Inc Continuation o f F o s te r P a ren t Train ing . 0 0 0 1 0 0 .0 0 .0 0 .0 1 0 0 .0
Pu rchased  S e rv ices R es id en tia l Ch ild  C a re Inc Fa irb anks  R es id en tia l T rea tm en t 0 0 0 1 0 0 .0 0 .0 1 0 0 .0 2 0 0 .0
Fam ily  and  Youth S e rv ic e s F ron t Line S o c ia l W o rk e rs Inc D F Y S  Psych ia tric  N u rse s  Y e a r 2  Of 2 0 0 0 0 .0 0 .0 1 3 4 .6 1 3 4 .6
S ta te  Health S e rv ic e s M aterna l, Ch ild , & Fam ily  Hlth Inc B eh av io ra l M ental Hea lth  S e rv ic e s  and 0 0 0 0 .0 0 .0 1 2 0 .0 1 2 0 .0

Suppo rts  fo r Y oung  Ch ild ren and  T h e  H ea lthy
Fam ilie s  C on tro l

------------ ft— - - ft—------- a----- ---------- pnq-fl-------- ----------- ft-fl— -------------- ft-fl------ -------- 2 0 5 .0
A lcoho l & D rug Abuse S v c s

B u roau  o f V ita f Statrstroo 
Adm inistration

— inu
Inc FAS , A R B D  and A RN D  P reven tion

u
0

u
0

u
0 0 .0

U .v
0 .0 15 .1 15 .1

A lcoho l & D rug A buse S v c s A lcoho l/D rug  A buse G ran ts Inc Sub s tan ce  A buse T rea tm en t fo r W om en 0 0 0 0 .0 0 .0 5 0 0 .0 5 0 0 .0
Com m unity Mental H ea lth G ran ts G en e ra l C om m  M ental H lth G rn ts Inc AM HTA MHTAAR R ecom m enda tion s 0 0 0 0 .0 0 .0 2 1 6 .4 2 1 6 .4
Com m unity M ental H ea lth  G ran ts P sych ia tric  Em erg en cy  S v c s Inc R u ra l Em erg en cy  S e rv ic e s  and  Training 0 0 0 0 ,0 0 .0 2 5 0 .0 2 5 0 .0

(AM HTA)
Com munity M ental Hea lth  G ran ts S vc s 'C h ron ica lly  M enta lly  III Inc Integ ra ted Suppo rts  fo r P e o p le  with 0 0 0 0 .0 0 .0 4 0 5 .0 4 0 5 .0

C o-O ccu rring  D iso rd e rs  (AM HTA)
Com m unity D D  G ran ts C om m un iiy  D D  G ran ts Inc AMHTA M HTAAR R ecom m enda tion s 0 0 0 0 .0 0 .0 4 0 0 .0 4 0 0 .0
Institutions & Adm inistration A la sk a  Psych ia tric  Institute Inc AMHTA M HTAAR R ecom m enda tion s 0 0 0 0 .0 0 .0 1 ,2 9 1 .5 1 ,2 9 1 .5
M ental H ea lth T rust B o a rd s A la sk a  M ental H ea lth B oa rd Inc A la ska  M ental H ea lth  T rust Authority P ro je c ts 0 0 0 0 .0 0 .0 1 5 1 .0 1 5 1 .0
M ental Health T rust B o a rd s B o a 'd  on  A lcoho l. & D rug A buse Inc A la ska  M ental H ea lth T ru st A u thcrily  P ro je c ts 0 0 0 0 .0 0 .0 3 3 .0 3 3 .0

T o ta ls : 0 0 0 0 .0 3 ,3 9 6 .6 4 ,8 0 4 .9

I n f a n t  L e a r n i n g  G r a n t s I n c R e d u c e  I n f a n t  L e a r n i n g  W a i t L i s t 7 0 0 . 0 0 . 0 0 . 0 7 0 0 . 0

T O T A L S 1 , 9 0 3 . 3 0 . 0 3 , 3 9 6 . 6 5 , 2 9 9 . '
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M e n ta l H e a lth C h a n g e  R e c o rd  b y  T ra n s a c t io n  T yp e D R A F T
Department of Administration

Scenario: FY2001 Governor
B R U C o m p o n e n t

T ra n s
T yp e C h a n g e  R e c o rd  T itle P F T

N on  
p p j  P e rm

G e n e ra l
F u n d s

F e d e ra l
F u n d s

O th e r
F u n d s T o ta l

Lega l & A dvocacy S e rv ic e s Pub lic  D e fen d e r Agency FndChg G F  to GF/M H Fund S ou rc e  T ran s fe r 0 0 0 1 2 6 .0 0 .0 0 .0 1 2 6 .0
S en io r Se rv ic e s P ro tec tion , C om m  S vc s , & Adm in Inc R u ra l Long T e rm  C a re  D eve lopm en t 0 0 0 0 .0 0 .0 9 7 .3 9 7 .3
S en io r S e rv ices P ro tec tion , C om m  S v c s , & Adm in Inc D S S  Qua lity  A ssu ran ce  Unit D eve lopm en t 0 0 0 0 .0 0 .0 1 7 5 .0 1 7 5 .0
S en io r S e rv ices H om e & Com m un ity  B a sed  C a re Inc Innovative R esp ite 0 0 0 0 .0 0 .0 3 0 0 .0 3 0 0 .0
S en io r S e rv ices H om e & Com m un ity  B a sed  C a re Inc R u ra l R e sp ite  V ideo  Train ing P rog ram 0 0 0 0 .0 0 .0 5 6 .1 56 .1
S en io r S e rv ices H om e & Com m un ity  B a sed  C a re Inc D ay  T rea tm en t fo r CM I E lderly 0 0 0 0 .0 0 .0 3 5 0 .0 3 5 0 .0
S en io r S e rv ices H om e & Com m un ity  B a sed  C a re Inc Su b s tan ce  A buse  T rea tm en t fo r the E lderly 0 0 0 0 .0 0 .0 2 6 3 .4 2 6 3 .4
S en io r S e rv ices H om e & C om m un ity  B a sed  C a re Inc M ini-grants fo r B ene fic ia rie s  with A D R D 0 0 0 0 .0 0 .0 2 0 0 .0 2 0 0 .0
S en io r Se rv ices H om e & Com m un ity  B a sed  C a re Inc A D R D  Educa tion  and  Suppo rt - Expand 0 0 0 1 5 0 .0 0 .0 0 .0 1 5 0 .0

S e rv ice
S en io r Se rv ices H om e & Com m un ity  B a sed  C a re Inc C a re  Coo rd ina tion  Expansion 0 0 0 2 0 0 .0 0 .0 0 .0 2 0 0 .0
S en io r S e rv ic e s H om e Hea lth  S e rv ic e s Inc H eritage P la c e  C om p rehen sive  A ssesm en t 0 0 0 0 .0 0 .0 5 1 .3 5 1 .3
L ega l & A dvocacy S e rv ic e s O ffice  o f Pub lic  Advocacy Inc R ed u ce  C a se lo a d  from  9 3  p e r Pub lic  G uard ian 6 0 0 3 5 5 .0 0 .0 0 .0 3 5 5 .0
L ega l & Advocacy S e rv ices O ffice  o f Pub lic  A dvocacy Inc Fam ily  and  P riva te  G ua rd ians Train ing 0 0 0 0 .0 0 .0 1 5 0 .0 1 5 0 .0

T o ta ls : 6 0 0 8 3 1 .0 0 .0 1 ,6 4 3 .1 2 ,4 7 4 .1
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M en ta l H e a lth C h a n g e  R e c o rd  b y  T ra n s a c t io n  T yp e D R A FT
Department of Corrections

B R U  C o m p o n e n t

Scenario: FY2001 Governor
T ra n s
T yp e C h a n g e  R e c o rd  T it le

N on
P F T  P P T  P e rm

G e n e ra l
F u n d s

F e d e ra l
F u n d s

O th e r
F u n d s T o ta l

Adm inistration & Operation  
Adm inistration & Operation  
Adm inistration & Operation

Inm ate  Hea lth  C a re  
Inm ate  Hea lth  C a re  
Inm a te  P ro g ram s

FndChg F Y 2 0 0 1  W om en 's  M ental H ea lth Unit 
FndChg F Y 2 0 0 1  MH P la n n e r 
Inc F Y 2 0 0 1  Men's R es iden tia l Sub s tan ce  Abuse 

T rea tm en t P rog iam
jOjJ Totals:

0 0 0 2 0 0 .0 0 .0 - 2 0 0 .0 0 .0
0 0 0 3 0 .0 0 .0 -3 0 .0 0 .0
0 0 0 0 .0 0 .0 8 2 .9 8 2 .9

0 0 0 2 3 0 .0 0.0 -1 4 7 .1 8 2 .9
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