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State of Alaska
OFFICE OF THE GOVERNOR

JUNEAU

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. | 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 of higher education. Today, | 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
of high school students to attend the University of 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 | proposed this program last year, the University of 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 of
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.
Meanwhile, 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 of great value to the University and to the State.
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I urge your prompt and favorable action on this measure as a means to continue our
efforts in improving the quality of education in our state and expand access to higher

levels of learning.

Sincerely,



TO:

FROM:

DATE:

RE:

University of Alaska
Statewide Office of University Relations
PO Box 755200
Fairbanks, Alaska 99775-5200 OLM om)
(907) 474-7984

Senator Mike Miller, Chair
Senate HESS Committee

Ann Ringstad, Director, Government Relations/
Statewide Office of University Relations —

April 19,1999 S '

SB 127 - "An Act relating to scholarships to attend the University of Alaska,;
and providing for an effective date.”

The purpose of this memo is to request that you calendar the above referenced bill for a
hearing in the House HESS Committee in the very near future.

The Board of Regents recently approved the University President's UA Scholars Program,
and it has been fully implemented. This program provides a $10,800 scholarship to theJop
ten percent of Alaska's high school seniors, commencing with the class of 1999.

This legislation is necessary for the following reasons:

1. Toestablish the UA Scholars Program in. statute;
2. Toobtain the necessary information from school districts throughout tine state to award

the scholarships.

Thank you for your consideration of this legislation.
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FISCAL NOTE

STATE OF ALASKA BILL NO. CSSSI27|(HES)
2000 LLGISLATIVE SESSION

Revision Date (Note if correction)
Title An Act relating to scholarships to attend the BRU Statewide
University of Alaska: and providing lor an effective date Component

Sponsor
Requester

Dept. Affecled University of Alaska

Component Serial No.

Expenditures/Revenues

OPERATING EXPENDITURES FY 01 FY 02 PY 03 FY 04 FY 05
Personal Services 455 455 455 45.5 455

Travel 4.0 4.0 4.0 4.0 4.0
Contractual 2.5 25 25 2.5 2.5
Supplies 5.0 SO 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
TOTAL OPERATING 1.709.0 2,463.3 3,164.5 3.511.0 3,736.5

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( u

FUND SOURCE
1002 Federal Receipts

1003 GF Match
1004 GF *2.463.3 *3,1645 *3,511.0 *3.736.5

1005 GF/Program Receipts
1037 GF/Mental Health

1048 University Receipts 1.709.8
TOTAL 1.709.8 *2.463.3 *3,164.5 *3,611.0 *3.736.5

Estimate of any current year (FY00) cost: none

POSITIONS

Full-time 1 1 1 1
Part-time

Temporary

IANALYSIS: (Anaci a saparxa paga rtaccessary)
Provides for one clerical position to coordinate activities and process correspondence plus travel to attend UA

Scholars events, supplies, and mailing costs. Assumes 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 assumes 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- 179"
Division Statewide Finance Date
Approved by CommissitJim Lynch, Interim Vice President (or Finanse Date <70
Agency Statewide Finance (
PREPARER TO PROVIDE ALL OISTRIBUTIO IES TO GOVERNOR'S LEGISLATIVE OFFICE
For further dietnbutioo information. ie Governor's Legislative Office
Page lof 1
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Class
Year

1999
2000
2001
2002
2003
2004

Total
Pool

780
792
804
816
828
840

Number of scholars

Cost Projection:
Cost per scholar

Total scholarship costs

Significant assumptions:
Pool of graduates will increase annually by
Capture rale for class year 2000
Annual increase in capture rate
Scholarship award FY00
Scholarship award FYOI and forward

Annual retention rates year 2, 3,4

Capture Number
Rate  Captured FY99

35% 273

50% 396i

53% 422

55% 4501

58% 479

61% 511
$0
$0

75%

FYO00

273

273

$2,700

$737,100

S7%

UA Scholars Program

FYO01

205
396

601

$2,750

$1,652,750

1.5%
50.0%
5.0%
$10,800
$11,000
50%

FY02
156

297
422

875

$2,750

$2,406,250

FY03
137
226

317
450

1,130

$2,750

$3,107,500

FYO04

198
241
338
479

1,256

$2,750

$3,454,000

FYO05

211
257
359
511
1,338

$2,750

$3,679,500

Faasel 13/20D2(5RV
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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.

- CSSB 127( )
New Text Underlined (DELETED TEXT BRACKETED]
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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 ajunior class of 30 or more students, be in the top 10

percent of the class;
(B) for ajunior 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:

CSSB 127( ) o
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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 enroliment

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:

-3- CSSB 127( )
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(9) 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. . 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

‘0 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

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

127( ) 4
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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).

5 CSSB 127( )
New Text Underlined [DELETED TEXT BRACKETED]






FISCAL NOTE
BILLNO. SB 167

STATE OF ALASKA
199LEGISLATIVE SESSION
Revision Date (Note ir correction) Dept Affected University of Alaska
TCtfe UA Scholars Program "bru University of Alaska
University of Alaska Component Systemwide Budget Reductions &

Sponsor Senator Gary Wilken Additions
Requester Senate HESS Committee Component Serial No.
Expenditures/Revenues
OPERATING EXPENDITURES FYOO Fy 01 FY 02 \ FY 03 FY 04
Personal Services
Travel *
Contractual
Supplies
Equipment
Land & Structures
Grants &Claims 494.1 1.360.8 2,0115 2,497.5 2,708.1
Miscellaneous

TOTAL OPERATING 434.1 1.360.8 2,011.5 2,497.5 2,708.1
[capital expenditures'
|[CHANGE IN REVENUES (~
FUND SOURCE
1002 Federal Receipts .
1003 G F Match -
1004 GF
1005 GF/Program Receipts
1037 GF/Menta! Health
Other (University Receipts) 4941 1.360.8 2,0115 24975 2.708.1

TOTAL 4941 1,360.8 2,011-5 2,4975 2,708.1

Estimate of any currentyear (FY99) cost None
POSITIONS
Full-time
Part-time
Temporary

ANALYsIS:  (Attach a separate page if necessary)
This biD provides for a scholarship ofSZ.Yoogear for 4 years o the University of Alaska for students who meet the foIIowin% criteria: (a) graduate
within the top 10% of a graduating class of 30 studenis or more; (!b) be one ofthe top 2 graduates ef a graduating class of 15-29 students; or (c) be
the top gradtrain ofa class of leas than 15 students. Based on information compiled by the Alaska Dept of Education and the above criteria. 733
studentswould 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 potent|all¥ eligible graduates wil take advantage of (he program eacn year thereafter, ftfurther 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 atfunding for this scholarship program is the University's Natural Resources Fund which is the eamings on the
University's Land Grant Trust Fund.

Prepared by  Pat Pitney, Director Phone 474-7958
Division UA Office of Budget and Institutional Resaerch Date_ 4/30/99
Date 4/30/99

Approved by C oPat Pitney. Director
Agency UA Office of Budget and Institutional Resaerch

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For former distribution information. cak the Governor's Legislative Office
Page 1 of 1
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" SENATE COMMITTEE REPORT
First Committee of Referral

DAE 4309 FURTHER: Finance

Date of 5-Day Notice: 24-hour rule in effect DATE TURNED |

(in accordance with Uniform Rule 23) INTO OFFICE: S /W 99
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: Senate Eill:

[ ] same title

[ ] be replaced with CS ) [ ] new title
House BiIll:

[ ] adopt previous CS ) [ ] same title

[ ] technical title
[ ] attached amendments) [ ]new: SCR"
[ ] adopt Letter of Intent by _ Committee
[ 1 further referral to the_ Committee

PREVIOUS FISCAL NOTE(S):*

Department Date Zero Fiscal

NEW FISCAL NOTE(S):

[ ] APPROPRIATION - no fiscal note sincluce fisal notes accarpanyiing Govermor™s Ll



Gary Wilken .
Dunne Sessia:
SENATOR Skate Gpitol Ruillding
I)EII‘USZQ& D Jresu. Aled@ 001-112
\\est Fairterks Tel (07)d51-50L (inFo*i acai
Tel: (9071 -165-3700 (autsice Adsl
Fax” (Q07) 465-171-1
Srate Sundine Comittees \\esite: naw.garyniller com
Menber. Arence EMail Seator Cary Villken3 igjissitesk s

Menber: Halih. Elcation, &
StuatServns (}E‘:S)_ Interim:
Menber: Legislative Buget & Audit 1851FoxAVe

Fairters. Aleda 907,

Tel 50
Fac J51-043*

Member StateAffairs

Sponsor Statement

SB 167 - University of Alaska Scholarships

Senate Bill 167 establishes the Alaska Scholars Program, administered by the
Board of Regents of the University of Alaska. Under this program, scholarships
are awarded to the top 10 percent of Alaska's high school students to attend the
University of Alaska. A recipient receives the scholarship for up to four years,
provided the student successfully completes a full-time certificate or degree
program. The award, in the amount of $1,350 per semester, may be used for
tuition, fees, room, board, books, “.luisportation and other education expenses.

An individual is eligible for a UA Scholarship if, at the end of the junior year, the
student is: (1) in the top 10 percent of a class of 30 or more students; (2) one of
the top two students in a class of 15-29 students; or (3) the top student in a class
of less than 15 students. The award may be used at any University of Alaska

campus.

For the 1999-00 school year, the University of Alaska established this scholarship
program as a pilot project using the University's Natural Resources Fund.
However, in order for the Alaska Scholars Program to effectively continue, it is
important it be established in law. Senate Bill 167 requires a qualified high
school in the state to provide the Board of Regents a list of the names and
addresses of eligible students. This condition offers a remedy to current
confidentiality requirements that now make it difficult for schools to release the
names of the scholarship recipients and for the University to directly contact the

eligible students.

Senate Bill 167 provides an incentive for Alaska's high school students to achieve
academic excellence, expands access to higher levels of learning, and encourages
our top high school graduates to attend the University of Alaska. | urge your

support for Senate Bill 167. /? r

Home of the
Un nersity 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 quallfx_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 ervate
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.

Aggrommatel 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
:slcéggols informed us that they do not have any graduating seniors for the class of

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

aBpIicants as of April 29,19%9 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 ew s Release
January 8, 1999 Public Affairs (907) 474-72712

UA President Hamilton Says Scholars Award Program Looks
Beyond Oil 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'schiefexecutive met with the school officials to discuss with them theUniversity of Alaska Scholars Award
Program which will give the top 10 percent of each high school graduating class, beginning in the spring of 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 of Alaska's top high school graduates who leave the state
for education andjobs 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.

“Alaskais dead last in this oouncry in the retention ofits high school students," Hamilton said. We have to mm that around
because Alaska needs to take its whole team, notjust 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 aboutit.” be said.

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

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

Hamilton believes the University of Alaska Scholars Award Program will start to maicr. a difference in solving the problem,
and he hopes thatpeople 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 of eight semesters. To be eligible, students must be in the top
10 percent of 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 of Alaska Land Grant Endowment Fund.

"Thisis part ofthe money the university receives formanaging and developing its land,” Hamilton said, “and itis 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 of Alaska Scholars Program is receiving national attention because of recent studies which show that the
cost of 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
Senator Drue Pearce

Senator Gary Wilkcn

Senator Kim Elton

State Capitol, Rm 119
Juneau, Alaska 99801-1182
(907) 465-3762

Senate Committee on
Health, Education and Social Services

SB 170
On-the-Job Assault Injuries

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.
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Affiliated with the National Education Association

SB 170 - Education Employees and On-the-Job Injuries

May 11,1999

NEA-Alaska supports SB 170. The bill will prevent either a loss of retirement
service credit or out of pocket expense for school personnel injured through
physical assault while at work. We offer the following thoughts in support of

SB 170.

The 30 thAnnual Phi Delta Kappa/Gallup Poll o fPublic Attitudes Toward the
Public Schools showed that concern aboutfighting and violence reﬂlaces lack of
discipline, needfor more control, and lack offinancial support as the top
problemstacing local public schools.

School personnel are equally concerned about safety, order and discipline within
schools and classrooms. The number of violent incidents against school staff
has increased. School districts seek to identify ways to control and reduce
violent acts within schools. The responsibility for control of classrooms falls

directly on teachers and support personnel.

Because ofthe dedicated work of school staff, schools remain the safest place
for students. However, as school personnel work to make our schools safe for
all children, occasionally a staff member will sustain an injury as a result of a
physical assault. [Ifthis should occur, an employee on worker’s compensation
as a result of injury or on an unpaid leave of absence associated with this type of
injury will either lose money or service time in their respective retirement

systems.

SB 170 provides a element of relief for a school staff person assaulted while in
the line of duty by requiring the employer to pay either the TRS or PERS
contribution for school personnel on leave due to on-the-job physical assault.
SB 170 will eliminate a break in service retirement credit.

NEA-Alaska appreciates the work of Senator Mike Miller in correcting a
weakness in the PERS and TRS statutes for school personnel who work each
day to make our schools safe places for children and families.

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

Dean Wlwley School

April 29, 1999

It was a cold January day in 1993 and | was a special education secondary teacher at
W haley School. Whaley School is a specialized educational school for students who
are certified severely emotionally disturbed. My secondary ciass was in physical
education and because they had been somewhat unruly that day 1was assiting the
physical education teacher. Onel 1th grade boy was verbally and physically threatening
ano'her student. The 11th grader ( I'll call him X) had a bat in his hand and was
swinging it around in an extremely dangerous way. The boy he was threatening was
yelling for assistance. | intervened on behalfof the victim and fried to talk the fl th
grader into leaving the area. At that point | was approximately 6 feet away from X. X
began walking towards the door and | followed him at that same distance when,
without any warning he swung atound and charged me catapulting ine into the air like a
rag doll. According to two staff memberswho witnessed the incident. | few
approximately JO feet into the air and 15 feet across the gymnasium before landing on
my lower spine with my head snapping back and cracking on the gymnasium floor.
(At this point I should say X. was about 5*10” and weighed approximately 215 Ibs.

am 52" and weight approximately 110 Ibs). My body felt paralysed and | was unable
I laid there completely unable to move while staff

to move at all for several minutes.
worked on me. The rest of my students were extremely agitated at what had happened

and other staff members worked with them also. 911 was called an an ambulance
arrived shortly to transport me to Providence Hospital. The paramedics placed ine on a
backboard and immobilized me fot transportation. On a level of 0 - 10 for pain, with 0
being no pain and 10 being the worst pain you have ever experienced. | would have to
say the pain was a 10 and covered my entire body. | was kept at the hospital for
several hours and was finally released with a diagnosis of trauma to the back. The
hospital gave me anti-inflammatories and pain medication that I took daily until 1was

able to return to work two weeks later.

Jjc
Within 2 days | my returning to work, | again was put in a situation where | had to

intervene between students and(reinjurcd causing me to be off work for another week.

[ received Workman’s Compensation for the time lost from work due to these injuries,
however, because at that time Workman’s Comp is based on ?2n average of the three
previous years salary (and | had worked as a substitute teacher during one of these
years) my average salary was not an accurate reflection of y-hat I actually made.
Therefore, monies contributed to my retirement account were, again, not an accurate
reflection of my true earnings. | feel that due to my being injured on the job. | have lost
money from my ictirement account. Also, due to (he cronic nature of my injury. | have
lost, every year since my injury, approximately -1 - 6 sick days yearly. Because those
days are generally not consecutive. Workemn’s Comp, does not cover them and Tmust
use my personal sick days. |seldom use my personal or sick days, however, sick
days lost through (his act of aggression towards me, while I was doing my job. are sick

days lost and cannot be applied towards my retirement or cashed out.

lam continually plagued by this injury and spend many o! my own hours making
doctor’s and physical theiapy appointments. | am no longer able to cross country ski

and have difficulty sitting for more than a half hour at a time.






FISCAL NOTE

gTATE OF ALASKA BILL NO. SSSB 186
000 LEGISLATIVE SESSION

Revision Date/Time (Note if correction) Dept Affected Revenue
Titie College Tuition Savings Plan >RU Revenue Operations
Component Treasury Management
Sponsor Senator Tim Kelly
Requester Senate Health, Education and Social Services Component No.
Expenditures/Revenues (Thousands of Doilars)
Note: Amounts do notinclude inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Personal Services 61.6 63.2 64.8 66.4 68.0 69.6
Travel
Contractual 321 322 32.2 32.2 324 324
Supplies
Equipment
Land &Structures
Grants & Claims
Miscellaneous
95.4 97.0 98.6 100.4 102.0

TOTAL OPERATING 93.7
CAPITAL EXPENDITURES

ICHANGE IN REVENUES 7

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

Other (Interagency Receipts) 93.7 954 97.0 98.6 100.4
TOTAL 93.7 95.4 97.0 98.6 100.4

Estimate ofany current year (FY2000) cost: 0.0

POSITIONS

Full-time 1.0 1.0 1.0 1.0 1.0

Part-time

Temporary

(Attach a separate page if necessary)

ANALYSIS:

* Includes only asset custody and accounting, costs under SSSB 186 (1-LS1084\H) Sec. 14.40.802 (4) (B).
* Estimates based on an inifial balance of $10 million with net contributions averaging $1.5 m|I||on/¥ear. .
* Asset allocation will be well-diversified to meet Trust objectives; uses six custodh' {bank) accourtts. v\
* One new Accountant Il will be needed for accounting / reporting (Range 18). ( A

* Includes annual mde,oenden.t audit costs. .
* Revenue source i plan participants (IV|a |/Areceipts) per Sec. 14.40.802 (5). /

* Noimmediate anticipated impact on local govermnment or state's economy. \
* Computations available from the Departmént of Revenue. \ Q(»£

Prepared by:
Division
Approved by

Agency
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

(Rw 10/%) zooonrami XAS/0B Page of
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TATE OF ALASKA BILL NO. SSSB 186
%06% LEGIéALATIVE SESSION

Revision Date/Timo (Note if correction) Dept Affected Revenue
Trtie College Tuition Savings Flan BRU Revenue Operations
Component Treasury Management
Sponsor Senator Tim Kelly
Requester Senate Health, Education and Social Services Component No.
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 F f2006
Personal Services 61.6 63.2 64.8 66.4 68.0 69.6
Travel
Contractual 321 322 322 322 32.4 32.4
Supplies
Equipment
Land &Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING S3.7 95.4 97.0 98.6 100.4 102.0
ICAPITAL EXPENDITURES [
CHANGE IN REVENUES ( )
FUNDS O U R C E (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Prograrn Receipts
1037 GF/Mental Health
Other (Interagency Receipts) 93.7 95.4 97.0 98.6 100.4 102.0
TOTAL 93.7 95.4 97.0 98.6 100.4 102.0
Estimate of any current year (FY2000) cost: 0.0
POSITIONS
Full-time 1.0 1.0 1.0 1.0 1.0 1.0
Part-time
Temporary

ANALYSIS: (Attach a separata page if necessary)

* Includes only asset custoqy and accounting costs under srss 186 ([1-L81084\H) Sec. 14.40.802 (4) (8).
* Estimates based on an iniflal balance of $10 million with net contributions averaging $1.5 m|I||0n/¥ear.

* Asset allocation will be well-diversified to meet Trust objectives; uses six custodial Enank) accounts.

* One new Accountant Ill will be needed for accounting | reporting (Range 18).

* Includes annual mdePenden,t audit costs. ,

* Revenue source Is plan participants (I\/la I/A receipts) per Sec. 14.40.802 (5)
*No Immediate anticipated impact on local government or state's economy.

* Computations available from'the Departmént of Revenue.

Phone 465-3751

Prepared by: T. Davenport, Asst. Comptroller

Division Treasury Division Date/Time 1/21/00 4:35 PM
Approved by Commissioner Wilson Condon Date 01/21/2000
Agency Revenue
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STATE OF ALASKA
2000 LEGISLATIVE SESSION

Revision Date (Note ifcorrection)

FISCALNOTE

BILL NO. SB 186

Dept. Affected

Title An Act relating to the Alaska Higher Education BRU

Savings Trust and the Alaska Advance College Tuition Savings Fund

University of Alaska

Sponsor Senator Tim Kelly
Requester
Expenditures/Revenues

OPERATING EXPENDITURES
Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures

Grants & Claims

Miscellaneous
TOTAL OPERATING

[CAPITAL EXPENDITURES
CHANGE IN REVENUES ( )

FUND SOURCE

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

1048 University Receipts
TOTAL

Estimate of any current year (FYOO) cost:

POSITIONS
Full-time
Part-time
Temporary

[ANALYSIS:

Statewide
Component
Component Serial No.
FY 01 FY 02 FY 03 FY 04
50.0 50.0 50.0 50.0
10.0 5.0 5.0 5.0
90.0 20.0 20.0 20.0
30.0 25.0 25.0 25.0
20.0
200.0 100.0 100.0 100.0
1 1 1
() 60.0 70.0 80.0 90.0
200.0 100.0 100.0 100.0
200.0 100.0 100.0 100.0
none
1 1

(Attach a soparato pago Ifnecessary)

FY 05
50.0
5.0
20.0
25.0

100.0

100.0

100.0
100.0

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.

Prepared by

Division Statewide Finance

Approved by Commission Jim Lynch, Interim Vice President for Finance

Agency Statewide Finance

Jim Lynch, Interim Vice President for Finance

Phone ,
pate //,bkQ/f1Q

Date
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FISCALNOTE

STATE OF ALASKA BILL NO. SB 186

2000 LEGISLATIVE SESSION

Revision Date (Note ifcorrection) L Dept. Affected University of Alaska
Title An Act relating to the Alaska Higher Education ‘BRU Statewide

Savings Trust and the Alaska Advance College Tuition Savings Fund Component

Sponsor Senator Tim Kelly
Requester

Expenditures/Revenues
OPERATING EXPENDITURES
Personal Services :
Travel 10.0 5.0 5.0 5.0
Contractual
Supplies -
Equipment 20.0
Land &Structures

Grants &Claims

Component Serial No.

FY 01 FY 02 FY 03 FY 04 FY 05
50.0 50.0 50.0 50.0 50.0

5.0

90.0 20.0 20.0 20.0 20.0
30.0 25.0 25.0 25.0 25.0

Miscellaneous
100.0 100.0 100.0 100.0

TOTAL OPERATING 200.0

CAPITAL EXPENDITURES

CHANGE INREVENUES ( Nn

FUND SOURCE

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health
1048 University Receipts

Estimate of any current year (FYOO) cost: none

POSITIONS
Full-time
Part-time
Temporary

JANALYSIS: (Attach a separate 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 earing options The Advance Callege Tition program
continues to have an, important role in financing education, but changes in the federal tax and other laws currently favor

Mmore aggressive Savings programs.

Prepared by Jim Lynch, Interim Vice President for_Finance Phone ,
Division Statewide Finance pate! [ T 1)Q
Approved by Commission Jim Lynch, Interim Vice President for Finance Date

Agency Statewide Finance

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For lurlher distribution information, call the Governor's Legislative Office
irov 9/9%) Mrtiimkisiomb Page 1of 1

60.0 70.0 80.0 90.0 100

200.0 100.0 100.0 100.0 100.0
TOTAL 200.0 100.0 100.0 100.0 100.0
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CS FOR SPONSOR SUBSTITUTE FOR SENATE BILL NO. 185( )

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIRST LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Juer©: 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 codllege 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 highe

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:

New Text Underlined

-
[DELETED TEXT BRACKETED]

CSSSSB 186( )



WORK DRAFT WORK DRAFT 1-L.S1084\M

(10) administer, manage, market, and promote a postsecondary
education savings program; the program must include the Alaska Higher Education
Savings Trust under AS 14.40.802 and the Alaska advance college tuition savings fund
under AS 14.40.803 - 14.40.817.

* Sec. 4. AS 14.40 is amende” adding a new section to article 6 tu
Sec. 14.40 Zol. Alaska Higher Education Savings Trust (a) The /w H
Higher Ed'\,ation Savings Trust is established in the University of Alaska. The

purpose of this trust is to secure obligations to participants and beneficiaries under a

© © N o O DN W N

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

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

=
o

11 education. The Board of 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 of 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 toact as investment managers,
30 consideration must be given to the qualifications of the contractor, including the
31 | contractor's ability to

CSSSSB 186( ) -2-
New Text Underlined [DELETED TEXT BRACKETED]
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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

-3- CSSSSB 186( )
New Text Underlined [DELETED TEXT BRACKETED]
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the beneficiary.
(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 anaccount be transferred to an
account witha new beneficiary if the new beneficiary is a member of the family of
the former beneficiary.

(g) The right to changethe beneficiaiy or to transfer between accounts
described in (f) of thissectionmay 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.

0] 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.

() 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

-5- CSSSSB 186( )
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[ESTABLISHED], (@ The Alaska advance cdllege tuition savings [PAYMENT]
fund is established as a nonlapsing fund of the University of Alaska. The [FUND IS
ESTABLISHED FOR THE] purpose of the fund is to secure obligations to
participants under a postsecondarv education savings program operated bv the

University of Alaska and to enhance [ENHANCING] the ability of the university to
provide (1) higher education for the people of the state; (2) wide and affordable aooess

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

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

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

divided into separate acoounts for accounting [UNPosesS.

(b) The fund corsists of

(D) permanent fund dividend and cash contributions mede under
AS 14.40.807 under the termrs of an advance cdllege tuition savings [PAYMENT]
contract;

(2) appropriations, gifts, beguests, and contributions; ad

(@) income and eamings of the fund.

(©) Assets of the fund shall be expended to nmeke payiments to the university
and other eligible educational institutions, including payments for refunds, redentations,
and anards under a savings [AN ADVANCE TUITION PAYMENT] ocontract or
scholarships, [A PREPAID TUITION SCHOLARSHIP, AND] aosts of administratior?™

and other obligations of the fund.

* Sec. 6. AS 14.40.807(Q) is arended to reect

(@ Contributions to the fund under the tems of an advance college tuition
savings [PAYMENT] conract may be nmede by drect cash payments or by
contributions from the permanent fund dividend. The Department of Revenue shall

(D) prepare the permanent fund dividend agpplication to  allow an
applicant or a parert, legal guardian, or other authorized representative of an gpplicant
who is an unemandpated minor to contribute 50 percant of a dividend to the fund
[UNDER THE TERMS OF AN ADVANCE TUITION PAYMENT CONTRACT]; ad

(@ indude with each application for a permanent fund dividend an
explanation of the advance college [ADVANCED] tuition savings [PAYMENT]

CSSSSB 186( ) 5~
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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,;

-1- CSSSSB 186( )
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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;
(20 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

@) if the board determines that the number of purchasers is insufficient

to maintain the fund on an actuarially sound basis; or

186( ) -8
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2 under other circumstances determined by the board and set ou
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20
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29
30
31

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 commaodity 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-

-9- CSSSSB 186( )
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dealer or agent registered under this chapter; investment of money or money's worth
including goods furnished or services performed in the risk capital of a venture with
the expectation of some benefit to the investor where the investor has no direct control
over the investment or policy decision of the venture; or, in general, any interest or
instrument commonly known as a "security,” or any certificate of interest or
participation in, temporary or interim certificate for, receipt for, guarantee of, or
warrant or right to subscribe to or purchase, any of the foregoing; "security” does not
include a participation agreement entered into under AS 14.40.802 or an insurance

© 0 N o U W N e

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

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

=
o

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 mi KELLY

Inbodlod: /1040
Refemed: HES, Finace

A BILL
FOR AN ACT ENTITLED

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

2 or an effective date."

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

4 * Section 1. AS 14.4C is amended by adding a new section to read:
5 Article 5A. Alaska Higher Education Savings Trust.
6 Sec. 14.40.802. Alaska Higher Education Savings Trust, (a) The Alaska
7 Higher Education Savings Trust is established in the University of Alaska. The Board
8 of Regents of the University of Alaska shall
9 (1) administer, manage, promote, and market the trust;
10 i (2) maintain the trust in compliance with United States Internal
11 Revenue Service standards for a qualified slate tuition program as the term is defined
12 in 26 U.S.C. 529(b);
13 (3) establish application and withdrawal procedures and a participation
14 1 agreement for trust participants;
|.
BO186A -1- SSSB 186
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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

186 -2-
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eligibility for a scholarship.
(N A participant hes the right at any time to
(1) dhange the beneficary of an acoount to another individual who is
a member of the family of the former beneficary; or
(2) dirrect thet all or a portion of an account be transferred to an
acoount with a new beneficiary if the new benefidary is a member of the family of
the former beneficiary.

(@ The right to dange the benefidary or to transfer between acoounts
described in (f) of this section may be denied if, under regulations adopted by the
board, the exerdse of the right would resuit in either excess contributions to an
acoount or would constitute an impermissible investment by the participant.

(h) An account established under this section

(D) is exempt from a claim by the creditors of a participant or of a
beneficiary;

(2) i1s conclusively presured to le a spendthnft trust;

(3 is not an asst or property of ether the participant or the
beneficiary;

(4 may not be assignalde, pledged, or atherwise used to seaure a loan
or other advancemant;

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

() Except as pamitted in 26 U.S.C. 529, a partidpant or beneficiary may not
directly or indirectly direct the investment of an account or eamings on the account.

() A partidpant may, a any time, designate a person ather then the participant
a5 a suooessor participant by executing and dating an instrument of designation ad
delivering it to the board The designation of a suooessor participant does not take
effect until the participant des. If a partidpant des without having effectively
designated a successor participant, the beneficiary nmay designate a Suocessor
participant in the manner prescribed above if the benefidary is not the same parson
as the suooessor participant.

(K) In this section,

(1) “acoount" mears an individual trust acoount established under this

-3- SSSB 186
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section;

(2 "beneficary' means any parson designated by a participation
agreement, or by another method of designation authorized in this section, to benefit
from payments for qualified higher education eqoenses at an eligible educational
institution;

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

(4) eligible educationa institution” nmeans an institution of higher
education that meets the requirements established by the board consistent with
26 US.C. 529(e);

(B) "menmber of the family'" hes the meaning given in 26 U.S.C. 529(e);

(6) "nonqualified withdranal' means a withdranal from an acoount thet
IS not a

(A) qualified withdrawal;

(B) withdraneal mede as the resuit of the death or disability of
the designated beneficiary of an account; or

(©) withdranal mede as a result of receiving a scholarship;

(7) "partidpant” means a person Who hes entered into a participation
agreemert,

(8) "partidpation agreemert” mears an agreament between a participant
ad the board providing for the establishment by the particpant of ane or nore
acoounts under this sedtion and for the administration of those acoounts for the benefit
of the participant and the beneficiary;

(9 "qualified higher education expersss” hes 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 eqoenses of the designated beneficiary of the account;

(1) "trust’ mears the Alaska Higher Education Samvings Trust.

* Sec 2. AS 45.55.990(32) is arended to reect

(32) "secunty' means a note; stodk; treesury stock; bond; debenture;
evidence of indebtedness; certificate of interest or participation in any profit-sharing
agreement; limited liability company interest under AS 1050, notwithstanding the

SSSB 186 -4-
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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 commaodities or any other commaodity 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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Qdllege TutionSavings Fundt, andiorovidingfor an

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

Under IRS Code “Section 529”7, 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 of this federal provision,
new state legislation must be created.

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

the beneficiary.

The contributor retains some control of decisions about disbursement. If parents or
grandparents disapprove of the beneficiary’s study plans; they can transfer the account to
another beneficiary. This type of 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, ifa student wins a scholarship, decides
not to attend college, dies or becomes disabled.

The University of 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 of the plan.

More than 40 states have or are planning to offer college savings plans of this type.

m
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Got any kids or grandkids? _Redo your estate plan now!

The tuition estate trick

By Jret Novack

Last fall a71~year-old
midhestem corporate &
lawer was perusing a
Adclity  Inestrents
publicatian when anew
product- a tax-ceferred
ollee savirgs plan det
Rty rus faor New
Hampshire— caught
hisee.

One dtail junped ac
Donors could make tax
fregfisto tte plan Tar
dilden or gradhil-
dren, batstill control the
account and eve— take
back the money if they

wanted to.
sike. A besic prirciple of

estale & lav s3s dat

astsyou antroll abyour

ceath go N your estete.

These collae plas seemed O flyin
tre face of thet prirciple. You aould
et money out ofyour estate now but
dhange your mind Ha-

The tax lawer raced to hisapy of
tre Intaral Revenue Code. IRCSec-
tn 52, ad tre prelimirary irs reg-
ulatiocsdearly permint jstwhat FcHli-

talkirg aout.

In December tre attomey and his
wife put S700.000 mNew Hanpshire
txdcfarad ollep aoouts-
S100,000 fareech ofsaengratthil-
den, now aged from 1o 2. Sastte
attarey, who aged not tole named,
“Redone my due diligee, ad ts

BaEnfic”
Yes, EBA yearago Forbes kel

tre silHU Ay S ssaas plas
te tax-resk of tte 1997 t&x

aot(Forbes, Feb. 9, 1998). Sirce then
many have hatded, 1o faadble re-
viers. But what sdill virttally un-
knoan, even among estatetaxeqats,
Bttt thee plas can provice lae
etate-txhreds.

Here"swhy: Many afflet taxqpay-
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£&&&I& £ counted myour tacble

ers- sy, those wirth networths be-
tween SI million and $4 milliay-

will ke taeble estates at death sub-
Jet o raes s high as Bh. Often tre
essiest way far these Tolks o vhittle
down teir estates B by making
anual gifts to each diildand grand-
child. A sirgle donor can gine Up
S10,000 ayearad acople cangne
up to$20 000 per year to each ben-

they doose, & free

This eclusian woulld blow ahuge
hole ntre USS. estate taxbut farone
thirg: Taqayers ae relldant tomeke
these gifts. Many fear tret they will

need the money tremsehes.
Others, liette midiestermn attarey,
worry thet if they gine money to
gradchildren through the Unirform
Gift -oMinors Act. tre kacswall blow
iton G&s irsteed of olllece.

New feckral tax rules now Eool-
lee plas address these aocenrs.
When you put S10,000 o acollee
savirgs acoount far juniar, Keatac
free, completed gift- meaning tret if
you die, ttemoney ndie acoount it

~ eddie. Yetso lagasyau
remin tte acoounts
OoAner, you can dange
te Iy or even

tde ttemoney bedk- If

tre saeplanpemits i

And alotofsteeplas

do permit i Inawon-

cerful digplay of feckral-
isnshadts, te daes

ac Hlirgdl oer them-

shes tryilg o make

treir plas attradtine

treirown resiclntsand
nsone &8s, toatof-

Saas, .

In isgiant \elentire

1o tte education Iadby
Cogress aested anoth-
argoody frafflettac

mas. Nomally, giftsto

any one person greater

then tte S10,000 persingle/S20,000
per cople Imit et into tre lifetie
aft tax ad estate tax eaption.
(That eamption, auirady 5650,000
for you and another 5650,000 far
goee, Bdue toregadally to

SI mlli). Inatiao, iftegft s

toagadhild, the ecsss aits Into

tre S1-milliover—-gar.daat life-
e exenption fran te gareration-
S<aping B

Not here. With cllae savings
plas each gradoarant or parent (@r
aut or ucle or godnother) can put
560-000 inbbacllege saargsaooount
foradilld inmediately and have i
oount as tre rext fve years™ 510,000
gifts. Thus dlefLmeane::lamﬁm
tretamount saut ofyour estate now.

(Ityou die within faneyaars, apro-
rated portian sthroan bedk ntoyour
estate. Noting this, aur midiestem
attomey put each grandchilds
5100.000 gift n his wifes name,
wsing the gifesdlittiy tedmiq.e tre
RSallos. As a®vear-old woman
delesa lager ikeqedtany.)
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Once money Bnacllar saas
aooount, iegrons tax-ceferred untal
withdraan 1o pay far ool lee i,
bodks, room or board. Eamiings are
then taad atte stonts e

What ifyou decice o yark te
money badk? You one income taxon

yaar, dll anently taeble, framyour
inestrent. Hang nfaramere saa
years and tre cefaral willl more tren
pay far tre prelty. Hyou assnea
higer retum, or tretyour txhrad«
etwill €l nfulre yaas, tte Ollee
plan becanes a winner even more

gradate dool. Hyou dontgo badk
o sdool but do starta fanily, you
canname your child sskeeficary.
There arc two hitdes to Stiate ooll-
krsaagsplas. One Btabyoucant
antrol how ttemoney intte acoount
BIhestel Butasstie number ofplas
gons, thismatters ks The Stssac
ety aopetitive with teirqptia s.
Arizra Beenanartirgms gyxowal of
aplan ttet among otrer thirgs Hs
domors doose, when goening an
aoount, geaficfudsand dllocatios.
The otter dranbaedk shard toquan-
have sk your money In, Congress

the eamirgs Htafta the payment of out your own
aprelty. But tre IRS hes alloned %Joliflgtvwcul;vryforbcswomvmbgem;p_
satesstosttteparalty as lovas 10% One E, Iittle-konn baefit of
ofeamnirgs, and 2adl hae. these acoounts: They arentpstfar

ThatSrotstespginen ttetaxdefar—  kids. Say youtea20-sarething New
1, sasBarmard Kant, aDetroit part- York sirgle. You can gpen anaocoount
rer with Pri foryourselfand claim dedlctias of
He’snthss&mywarcnaB(P/o $5,000 on your State incare t&x
xbradetand destired tocam 8% a  retum. You can Lee tre money for
Rdamiag

THEM! wce BB i dompellii% rgaspn to stay cfosc to hope
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 ftgjto
$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 of
rival states’ plans.

But if these inhibitions don’t apply, shop around.
The eight state plans in this table arc happy to take
money from otit-ofstattfrt. None charges a penalty if
youribeneficiary attends school in another state. W iat
ifa ehilcfWins a scholarship, drops out or 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 ofa scholarship.) But 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: Indlana and Montaria)

a A riita* i

Surnma cum laude savings

fip . '>Jif -i'F3’°rVi»~i-I5
"HESRVE F'$3&i - Irt*
oo C
¥

"1 1111111111 w

31
e
06

k't you leave money ifi die aO&IfW; growing tax-
cfcftrted, for the same ~jae”o”y, ulcfcfiflitcly. He or

sshe part'05* It for gtarfciaptschool. O r the assets can
" eventually bo rjpUeddyiif to

'Children—

tvfthoufc loss of dekctal. This gift ftom the
firt? beqtficiary fohh cljuildi'mta nfi generatiort-slrip-

* ipwhefaltettot®riw M I*S™jplkns (exceptions:
New Hampshire owncr-

the accountto ah.oy~ist*liiSclary tityour
death. Aj riwner, thd"~M C j™'i*i*ke money out for
n purpo;\g by payihg'ti& &rhinpenalty and
taxfeOytl

What ifyoilf plao'ftff%il! i'E~"'pb~nting performance
orJScfcS.tip the to Switch to
aripthet” te ’jplart-'fhst, nu”~'aftey p u have this exit
privilege" Next, fo g$ the rotloVcr, you
must; cftajfigp the.b «eh "~ -~ tK e account. (Some states
are lobbying to gettj*ftdeiy rule changed so you can
switch without'changing: bcfldo&iriea;)’

Ifyou can stand the paperwork, diversify- Buy into a
few plans. Them isflow flrt ttSljtnit ort how much you
can contribute using multiple ppns, S6 you can fund
graduate school, coo, ify6ft care to.ti’l -J.N. BBB

Bythe end of the year even more states will bo offering conpetitive plars.
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What about the other
breahs for college?

a A dildceantgetbothasaargs
plan and education IRAcontribu-
tin tresane yar, even ifdifla~
entpsple antrilute. As tte
anal Iimtforaneducatilnera s
$600, asteteplan swaally e
» Hlohmysturtion ispaid froma
sateplan, hisppratscan e tte
$l,50-aycarHope or §1,000-a-
yar Lifetine Leaming txaed-
is- e ifgrandma fuded tte

. Familieseamingmore then
$100,000 don tqAlify fartte
asdits, butadhildmay be eble to
claimaaadithinsekfifhe mthis
9 1998)’ e
» ltSutlerhow ollepsa.us
plarswill be treated ngoverm-
ment and prinate collleyc-aid fo—
nulles. As ofnow, aplanawa.alby

SATS.

Note: Most colleges don tequect
you todig intoyour 401(K) orera.

llegc-aid formullas aould
dage topraliz ppatswho
putmoney Indateacoounts ratrer
then inTtllytacble Inestrats.
But ifyour incare sabove
$125,000, you praeblywon tget
adanyay, nlessyou e sead
dildenneqasive dlars.
b Grandparents candillpay
turtaon (outnot room and board)
directly toasdool, freeofgift tac
® You can rdll an eastirgUniform
GiftstoMinors Act aocoount into
many Satesavirgsplas. -J.N.HH

will dable-atssyouwithadange n
tre tx bvs. For eamle, itauld
inpose an actiitioel fecbral peraltyon
withoranalls not used far clllee.

On ttre other had, thee plas
might geteven better; tre IS ac
Iddoying tomake wittoranals faredu-
cation ey taxeapt.

So cexpite tteir apledaty, these
plasacvworth adlae lak Fessac
nsome csshich (N Indiamas e,
aitdatish), but conpetrtion may
bring them doan.

Forbes m February 22, 1999
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By Mike J. Dalessi

For the Journal

1 7§ The ea-isiy
1 w ~ astofhiger edr
tt» d ctbn hes many

parats wadering,
‘How walll 1 affod to sed my
dhildren o ollag, and what B
tre best way to sae for this
inportant gal?’

fyou have begun toeplae
education-furding possialities,
you have praebly foud thet
there B a dowside t many
traditic el savings plas.

For eample, ifyou would
lie o put tre hands far your
chillds education o a austod-
d aoount, you are making an
inewccblegifttoyour cildand
givirg up antrol of the money
inthet account. Upon the age of
ngjarity, your dilld can use tre
fuds farany purpose, and you
will have tohope tret paying far
education isa priaity.

OPaEES.
with relatnely hlgh gesy=S
may not ke allored O con-
trilute 1 these aooonts, and
thosewho areeble toartribute
are Iimited $500 amielly.
Other inestmants, such as
U.S. Savings Bods, a pooular
gft for dhilden, carry modest
inest rates of 4 pproait o 5

peraant.

Congress hes heard the con-
oams of parents dissatished
with these aonventiarell savings
plasand has pessed legsslation
that gives irdividLal states the
authority o esteblish Qalified
State Turtian progras — a
boon far anyore interested N
savingas much money as possi-
ble fara cllege el cation.

Recertt changes to these pro-
grars, also alled Sectian 529
Oollar Savings Plas after the
IRS aocke thet esteblides tham,
have alloned irdividals tocon-
tribute sustantially more
money tonard higher-educa-
tianexpensesvhile reeping sig-
nificant tax beefits.

Many states have the new
versicnoftrese College Savings
Plas inplae, while othrers are
egected o implement treir
own plas over tre next saeral
months.

Alaska does ot have a plan
n place, but Alaskans can use
Glarab™s plan. HAlaska even-
tally inplerents a plen, o=l
inestorswill be sble totrasfer
trelr aooounts fram Colorado

©
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States make saving for college easier
PERSONAL FINANCE

Alaska with no
praltesartaes.

Sinee the=e State-
sposored  savings
plars tpically have
no income restric-
tios ad allov far
relatnely late con-
tmihutos tat can
exoeed six figres n
many Gess, they
canbe treansner © ylesg
the edbcation fud-
ing concerrs of many micdle-
and ygper-inoore fanilies.

The funds nCollege Savings
Plas are uiaally inested na
Tamily of preselected portfolics
aocoording to the age of the stu-
dent or tre years toenrolIment
gfes 518

The antrilutorhes nosay n
how the hards are invested other

Need to keep

thenapossibledoice
ofa balanced or aon-

qotion. i
The portfolics
tpically hold more
euities vhile te
acoounts  stuoent
bereficiary Byaug.
As the stuoent ks,
hads are autorati-
ally moved mo
potiolics with a
lager portian of foed-inore
inestrets, thus redcing tre
riskofstockmarket \olatilityon
funds needed 1o pay Tar cllee

eqasss ntte near TELE,

The performance of tre port-
Talis depends on market codi-
tiosand there Bno guarantee

Continued on Pane IS
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States’ College Savings Plans often the smartest way to put tuition away now

(luntinued from Page. >

Ud Uiuru will ke amu”ll
money I the acoount O coer
dll education exqoenses.

Those saving b education
epenses  through  College
Savings Plans may he ale b
berefit fron the many tax

growth and distribuion ledks.

While antribudas are ot
fabrally tacddctible, they
may be dedctible on state or
kAl lax returs. For this rea-
am, inestars suld lak o
tte prograns within treir own
States 1o determine iFthis t&x
savings makes treirskate span-
sored plas more attractive
then those of other States. OF

are, svi godas ad
fud pcrfomace suld alo
ke examined.

The as=ts In a Qllee
Savings Plan grov tac

eamirngs are taxed every yer.
The eamingson distriutias
used for qalified education
edases, which incluke titio,
ks, cartain room and board

plans offered by other States.
Ao, 1fyou are alreedy sav-
ing within a astadial acoount,
an Education IRA and with
U.S. Savings Hads, you may

Qaiaml, meaning thatany div-  expases, syplies and equip- want © eploe tre taxfiee

ideds and realizd Gpital
cairs are ot taed anally.
This feature will allov te
aooount logrow larger then an
il taable acoountwhere

met, are t&acble 1gxm with-
draval at tre student3 e

Since most chilldren do ot
have earmed Incore, the feckr—
d lx rae 5 wally I jp=
at. Qalified distributics
may lke fiee of state and kol
taes. Raaltes gply  non-
galified witdravals.

Where you Ine may rot be
trebest place t nest. Several
states allov acoouits o be
opered by and farmresidats.
If your stale has a Gollee
Savings Plen, you should weiigh
any koAl tax baefits egairst
the baefits and coditias of

trasfer of these savings o a
Collexe Savings Plan. Your
firecial adviser can provice
more informatian and can help
you decice which edlcationt-
Tuding strategy may he gpro-
priate nyour Gee.

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

Solomon Smith Burney dues
not provide tax or legal advice.
Please, contact a tax or legal
adviser for guidance.



By Thomtu A. Fogaity
USA TODAY

Rotien and Debra Armstrong or
Sirtuni, N.Y.. tune been Rood savers
on beluul ol Uielr two children.

When the govtmmtnt paid oil
early a bond Way had bought to help
finance the kids' college education,

(he Armstrongs invested the un-
expected cash in the New York Col-

IegeChoiceUnuonABavuth Program,
one ol the USA's 4Ustatwponsored
college savings plans.

"Mﬁ husband read up on Il and
thought It was a really good deal.
Debra says. Particularly attractive,
she says, wns being able to deduct up

to St0.000 Bus year on tneir stale in-

come tax lor thetrcontnbuuon.
State turnon plans, which oiler pro-
fessional raonev management and
dcierral ol federal income tax on
earmngs. have become the rage
among college saversi Iorf/, B). As-
seishanssnotuptoJ Lbillion (ram
about lobillion six months ago

TV/elve stales — Florida. Hawaii. I1li-

nois, Kansas. Minnesota. North Da-
kota. Oklahoma. Tennessee.
mont. Oregon. West Virginia and
Wyoming — plan savings programs.

Maine'and New Mexico are poised

lo open prepaid plans, wnich let In-

vestors lock in turnon at public uni-
scry tits by prepaying a lowerrale.

Unique benefits

The *529 plans." named alter the
section of federal lax law that per-
mits them, 'combine a menu ol
benefits (hat you're lust not goin% to
find elsewhere." says Joseph Hurley,
a PltlstonJ. N.Y. occounlanl who has
wntlen a guide to the plans

Marty states hired investmentcom-
panies to manage (he accounts.
TIAA-CREF, the company Known (or
managing educators’ pensions, has
We most state plan contracts Iset
chart). Fidelity Imxstments and Salo-
mon Smith Barney have others, ond
they market some plans naaonwide.

All plans provide lor investors lo
cash out U a student wins a schol-
arship. decides not lo attend college,
dies or becomes disabled.

Donors and beneflannes need not
be related. and some plans even al-
low the donor to be the beneficiary.

The federal government has de-
nned college expenses broadly to in-
clude turnon. locs, books, supplies
and living expenses.

The advantages

Among the most frequently died
advantages ol (he plans.

» Federal Income lues. Eamn-
rua grow lax-delcned until they ore
withdrewn”Aod when ihe money b
.pent (or education, u's taxed at the
uudeffl') rate, typically 1o%.

a-Stale Income lues. All states
shal have income taxes match the
edcral deferral ol taxeson earrwwgso
iome, like New Stork with Its J IUM
leducdon per couple lor contrtbu-
ions, go far beyond. Virginia and
Mississippi oiler generous tax
ireaks. such os unlimited deductions
orcontnbutlons.and lax exemptions
‘or earmngs a! wKhdrawal 1 Uie
ncneEvtbtusedltor_col\eg[e).

» Estate plu onors can
.omnbute up lo Té&ﬁOOwithout trig-
lerutg The lederal gift tax that nor-
nolly kicks In after JI0.000 a year.
"bul special Irentmenl makes suite

uuon plans especially appealing lo
ugh-mcome grandparents seeking a
vuv to transfer wealth

» Control. The contributor retains
imrul ol decisions aboul dlshurse-

ictu. So tf parents or grandparents
isa{)prove ol Johnny's plan u>study
te logistic* of rock concert tours at
'mp Stale U, they can transfer the
.count in another beneficiary.
Rules are drawn to make sure the
loney goes tor college expenses,
ad penalties apply when It Is used
>rsomdiung etse. Most stales totlow
ideral guidelines tor that penally;
siol 1B ol ennungs and taxation
+ the donors tax rate, which pre-
jinubly b nigher than the students.

Ver-
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Generous tax savings point many to prepaid tuition plans

" Saving forcollege? Here’s how state tuition plans rate

CoUeoo savers am no! lamed to thesr own stato m scvctmg a slate turnon plan, so they taco an array ot chocos Here a a testing of Wo otans Wat are now oocratng. More
incudes We rating pvon eocn oian oy Joseon Hutley. a corutied Dude axtxkiianl vstio nas wntton a gwoo lo tunas cased 'The Bast Way to Save lor College. A rating ot

5are on tno way Thacnari
0 Dosea ia west

More information'can oe founa on Huroys WoO vie www.savtngtora»ogacom. ana on tno Woo site’ ol We Coilogo Savings Plan Nolwont. wwwconegesavmgtorg

Available to
) Hurley's TVpaof rxxwaaldenta? Enrolment
State  Name (phono) Web site mtmq program (Hurtey nttong)  ponod
Aia Preoaid Affoma ortogo Turton (PACT)Pn> agtnoesjuto.a.uv Repaid NO Seowmoar
oram (%%%&ﬁ?ﬁ) . ( )600 trgasurerJ 1
Alaska College Tuaxxi (ACT) to_Alajxa. OUU- wwwaaskicourswaci ComDtnad No Open
Q?éﬁbﬁ& outsglde Alaskap §6'% iﬁgm) ) P
Alu. &%%igfﬁg%mrtege Savmgs Plan www.acpe‘asu.@u 3 Savings Yes (3) Open
Ark. n ~deferred Turtion Savings Program www.lhcgftTctyi.com 5 Savings Yes (4) Ooen
: A 6353 . .
I Calif. ~ GokJon Siaio i rusi Cortege Sav-  www.scnoiarshani.oom Savings Yes Cpon
mqs Program (sgﬁ?%l&éﬁg) g Benod Gt ! © 4 P
Co»0. jce Cortege Savings Program wwwjchoiaracno om Savings; Both Savmgs: Yes oen
?%ﬁi&ggﬁ -g y ; : ) Prepa?dzzr) Prepengd: Yes((l ¢
olorado Prepaid Turtion Fund (000-478-5651) wv/woreoajtnurtjonom Fan
Coon. (%ggr%g%é-éi)nor Education Toot (CHET) ~ www.aoocicnot.com Savings Yes (3) Open
Del. %%ﬂﬁ E@gge)ge investment Plan www.tidarTy.oonviwawan) 4 Savings Yes (4) Opon
FUI F reaaid Tution Program www fsoa.stafafl.us/ 2 Prepaid NO Octooor-Januar
(dﬁﬂ%ﬁi‘}/?g} prepm ! ) !
Il Cortege Ulmoal (877-877-3724) wwweorteg @inces.com 2 Prepaid No oct. 18Fed. 18
Ind Ind} Cortege Savings Plan www.cno.Matejaus/rfcso 4 Savings Yes (4) Opon
BBERRLR ! " ’
lowa  College Savings towa (088-446~ 696) wwwoottogesavngs 4 Savings Yes(d) Opon
iowa.com
Ky. 53%*%%5 )ation Savings Ran Trust www kontuckytnBtorg 4 Savings NO Open
La. Louisiana Srudont Tuition Asgﬁba%g gg? ﬁevo- www.osfa.st3aia.usr 4 Sawigs No Open; Nov. 1 rteadime
nue Trust Program (START) (0UU-£0Y~ b, start.htm 5 s for matchmg grant
M;une 11990 Investing Plan Wwww.nextgonp»an com Savings Yes Ooon
gy mestng wnp o Yl
Md. (%Qéy'w Xﬁ&ald Cortege Trust Www oropaausma.eau 2 Prepaid NO Feb. 10-Juno 10
Mass. U. Fundé%%o‘i 4*% 6 wwwmofa.or savings: 4 Both Savmgs: Yes%l Savmgs: Open,
) U Plan ( 4 %-6 EZZ)) k Preon?a: Preoalgd: Yes ( Prepalgd: Mgv 2000
Mien. Michigan Education Trust (800638+4643) www.treasjaiejre.uvcoi 1 Preoaid No Fa®wmter
leovrrvjt/mecnoin ntm 3 1 2
Miss.  Mississippi Prepaid Adf ie,CArtege Tuition www treasuyjtatams.us Prepad No Sept ENov.
Progm mpFMPAgT) (8%6%7%4%) g J P P
Mo. (r\égéeaih%ag.}%? for Turnon Program (MOST) ~ wwwmtssotnmoslorg 5 Savings Yes (4) 'Pen
Mom. t gy Educaron Savings Program  mcntanaoouego 4 Savmge ves (3 Open
%dﬂé%&%é{)y ! ! savmgscom ¢ g ©) P
Nov. %g?)da Prepaid Tuition Program (688-477- prepart-iuition statanv.us 3 Prepaid NO Aug 30-Nov. 16
N.M. UNrQUE College fnvwtmg Plan (POO-544- ]722) personaM00.ftooty com/ 5 Savmgs Yes (4) Open
prarvtrvycortege 3
NJ. New Jersey Bet tion Sawigs Trust  wwwstaiodi-LCil'troasir/ Savmgs NO Open
iNJBEST) éﬁiégm ! OVT ! P
NY. %7\4/ 6@?(?85?)%99 Sawigs Program WWW.ITysavescom 4 Savings ves (4) Opon
N.C.  Cortege Vision Fund (800-600-34658]2 Www cowugovttxantuxJ org 2 Savings NO Opon
OtUQ  Ohw Prepaid Turon Program (600-233-6734) wwworeogoaoge 2 Born NO Open
savmosnrty
Pa. Pems Tution Account Program (TAP)  wwwpetaD.or 2 Prepaid NO Open
(6104402000, grem TAF)  wwnwpetaD.og : P . P
RL dplei ducation Savings Trust (RIHEST) wwwnnestoom Swings Yes Open
(PBhiq/lﬁM%d/d% g ( ) g (9) p
S.C. Fgﬁgaﬁﬂ%@?ve Cortogo Education (PACE)  wwuw state sc us/tdo i Prepaid No oct. i-Jan 21
Tom. Tonnesaee Baggalawkvifg-ducatxxi Syslem tAjesuyjtatatn us/ 1 Prepad NO Open
Trust (BEST)%@QZ%%%?FB) ! ‘tA)IovgtV,vmmJesuyj atatnus P P
Texas  Texas Tomorrow Fund (600-4464723) fww&lv.faxastomarow 2 Propad No Nov. L-March 28
und com
inan ignal Sawigs Plan Trust (UESP)  www.uesp.or 4 Savings Yes (4 Open
W0 S gl sawi (VEsP) parg g 4 P
Va Vtrgma Education Savings root (VEST) www.vpepltatava.LO Savings:é Both savmgs: Yes (4)  savngs: Ooen
\(%é%%gm Education Program (VPEP) Prepad; Prepad: No Prepact Dec. [*Feb. 2
wash.  Guaranjeed ign Tuition of Washington — wwwgei.wa.gov 2 Prepaid No Sept. lJan. 15
(GET)@??A&%@@) ! geLag P P
W.va. \(%éts\f)ﬂ%ll’)repald Ccaoge Ran WWW.wvireasury.com 2 Prooad No October-January
W«S.  Edvoot Wsconrwn (888»338-3789) (KMwutaiawi.us 1 Savings NO Open

The downside

So0. what's not to like?

Kalman Chany, author of Roving
lor College WiiJioul Going Brohe.
says state officials and companies
mat manage the plansare only pucn-
tng (he plans' good porno.

For stnrteny Chany snys. anyone
who invest: in a tuition plan bclore
making sure they are getting the
maximum e[{Broyer match Intheir
company's (k] plan — if they
hove one — is making a big tnbtnke.
Beyond that Chany and others point
out several potential pi(falls:

» Penaltie*. Most states are Intent
on Iockin? pentrtiumn too the plan.
Asaresult penalties (or canceling an

account can be steep.

P-Uck ol Investment choice.
Once on account b open, the Sate —
or the investment company acting as
the state's agent — tnkes [ull control
over how the money is invested, tn
moot savings plans, the assets arc al-
located, according to the beneficia-
ry's age. craong stocks, bonds and
money market mutual tonus

The younger the beneficiary, the
more risk b taken. By the time the
student reaches collet, most of the
occount is invested tn low-rbk bonds
end money market mutual fundi

Chany says some plans are loo

risk-averse. He dies New Writ's
plan, which limits Bock Investment!
on behalf of newborns to lust 9% of

anaccount New Hampshire, by con-
irasi invests tW!» of a newborn's ac-
count la stocks.

» Prepaid plan conversion*. Pre-
paid tuition contracts lei students
conven stale university tuition cred-
its for use at a pnvnte or out-of-otale
college. Some plans, bowevtr. make
conversota at a significant discount
from pubuc university tuition.

» Taxes lux payments aren't con-
sidered a college expense under IRS
rules.Soaaudera musthove mother
source of money to ?o taxis_on
money coming out o e/he saving;
plan. As result. Chany sa{s parents
who expect to invest only modest
amounts tor their child's education
mny be bettoroff wtUia plain vanilla

hletsa mi-

investment account,
In Interest

nor withdraw up (o VH(I)
lax-free each year,

»Impict on financial old. Pro-
ceeds from a prepaid tuition plan re-
duce a student's financial need dol-
lar-for dollar.

By contrast, at least tor now. the
government has taued an interpreta-
tion that gives savings plans rein-
uvety favorable treatment in finan-
dal aid calculations As a result,
savings accounts have lesa oegalve
imped oa aid than other nets.

Bui the debate over how savings
rlqns should be viewed In lid calcu-
ations b fer fnxn sealed. A future
detenninxfloa could mesa a savin%s
account could cat a studeoii fi-

Impediments/comments

Tracks Ala. tuition one foe menwsos.
no mtoresi rf canceled

Money market merest rales

€O ratoa 4% mrvmun or ftxr
SMAfl mutual funds
Nmo age-cased porfloooc

Ageniased portfolios managed Uv
Tlg\A-CREFp ¢

Savmgs: age”xoeo portfolios usmgq
Salomon Smrth Barney mutual fuxn

Age”mea portfolios, vranous money
manooen

Age-basea portfou» usmg Fmeity
funds

Tracks Fla turnon mcroaas; no o-
(ereet rfcancered

Tracks UL turtion and fee memasea
heavy conoofcation penames

Many One Groto muFual fund op-
tions; Vanouard bond Kmd

One offar vanguard pontoooe

Age-beeed ocrrfcoos managoa ov
TIAA-CREF

Government bonos and other fueo-
mam e mvestmerrts

Age-o0sed porttooos usmg Mcml
Lynch mutual funds

Tracks Md. avgh. tubon and fees
cannotarcd “hrsl three years
Sovngx age-hased Dorrfooos usrg
ndaferv mutua fvrds

Tracks Mich, turtxxi end teas: no
caxrtPom

Track* M ea tubon and feus

Age-beeed porttoos or (aed-m-

come, both TIAA-CREF

ﬁOs based on evg. couoge casts.
% mmmum

TradciNevaoe turaon ncreosos

Age-boaed porttoeos usmg Koo<y

mum* finds

invested by axeie:mnrrun 60s m 1

txmds

Age-oasea portfolios managed ov
IAA-CREF

FuecJ-noome secuntxH
Tracks Ofao fuoon mcreesus

TradraPa ftjtxm mcreasee, no mtar- 1
est i cancaied

Ageoeeod pjrtfoace wflh vanous

money managers

Tracks S.C. turtion ana »00 srvnwtsoex

no mteraol 4carx»ed

Tracks Tam. tution and tee now w o

Tracks Taxsa-ution and fee m-

For oEoo_na‘ with stae-run IaoO-rgr (
comakmjand Vtonquard stocx an
bond index finds

Prepact racks Vs. tution and fee n-
0rpeaas; savngs: seven ago-ewseo
pordotos
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So how do you pick a plan”

The first decision is between a pre-
paid and a mvings plan.

» A prepaid plan u for a conserva-
tive investor wno wanrs the assur-
ance that tie full coa ot college, at
least The a s of college u a (guhhc
umveraity, will be covered
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Section 31.8. QUALIFIED STATE TUITION PROGRAMS

The Small Business Job Protection Act of 1996, Pub. L. 104-188, Section
1806 (a), added Code Section 529, which grants tax-exempt status to
qgualified state tuition programs. A qualified state tuition program
(QSTP) is a program established and maintained by a state under which a

person

(1) may purchase tuition credits or certificates on behalf of a
designated beneficiary entitling the beneficiary to the waiver or
payment of qualified higher education expenses, ofr

(2) may make contributions to an account established for the purpose
of meeting the qualified higher education expenses of the

beneficiary.

The tax on earnings attributable to prepayments or contributions is
deferred until the earnings are distributed from the QSTP. The beneficiary
includes the earnings in gross income at the time of distribution.

QSTP requirements are discussed in Section 31.9 The tax treatment of
QSTPs is discussed in Section 31.10 Coordination of QSTPs with the Hope
scholarship and lifetime Ilearning credits and with education IRAs is
discussed in Section 31.11 Effective dates are discussed in Section

31.12

<<END OF SECTION>>
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SECTION 529. QUALIFIED STATE TUITION PROGRAMS

(a) GENERAL RULE

A qualified State tuition program shali be exempt frorr. taxation under this
subtitle. Notwithstanding the preceding sentence, such program shali be
subject to the taxes imposed by section 511 (relating to irr-.position of tax
on unrelated business income of charitable organizations!.

(b) QUALIFIED STATE TUITION PROGRAM
For purposes of this section--

(1) IN GENERAL

The term "qualified State tuition program"” means a program established
and maintained by a State or agency or instrumentality thereof--

(A) under which a person--

(i) may purchase tuition credits or certificates on behalf
of a designated beneficiary which entitle the beneficiary to
the waiver or payment of qualified higher education expenses

of the beneficiary, or

(ii) may make contributions to ar. account which s
established for the purpose of meeting the qualified higher
education expenses of the designated beneficiary of the
account, and

(B) which meets the other requirements of this subsection.

(2) CASH CONTRIBUTIONS

A program shali not be treated asa qualified State tuition program
unless it provides that purchases or contributions may only be made in
cash.

(3) REFUNDS

A program shall not be treated asa qualified State tuition orogram
unicss it imposes a more than ae minimis penalty onany refund of
earnings from the account which are not--

(A) used for qualified higher education expenses of the
designated beneficiary,

(B) made on account of the death or disahbility of the designated
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beneficiary, or

(C) made on account of a scholarship (or allowance or payment

described in section 135(d)(1) (B) or (C)) received by the
designated beneficiary to the extent the amount of the refund
does not exceed the amount of the scholarship, allowance, or

payment.
(4) SEPARATE ACCOUNTING

A program shall not be treated as a qualified State tuition program,
unless it provides separate accounting for each designated

beneficiary.
(5) NO INVESTMENT DIRECTION

A program shall not be treated as a qualified State tuition program
unless it provides that any contributor to, or designated beneficiar
under, such program may not directly or indirectly direct the
investment of any contributions to the program (or any earnings

thereon)
(6) NO PLEDGING OF INTEREST AS SECURITY

A program shall not be treated as a qualified State tuition program
it allows any interest in the program or any portion thereof to be
used as security for a loan.

(7) PROHIBITION ON EXCESS CONTRIBUTIONS

A program shall not be treated as a qualified State tuition program
unless it provides adequate safeguards to prevent ccr.T'buttons or.
behalf of a designated beneficiary in excess of those necessary to
provide for the qualified higher education expenses of the

beneficiary.

(c) TAX TREATMENT OF DESIGNATED BENEFICIARIES AND CONTRIBUTORS

(1) IN GENERAL

Except as otherwise provided in this subsection, no amount shall be
includible in gross income of--

(A) a designated beneficiary under a qualified State tuition
program, or

(B) a contributor to such program on oehalt of a designated
beneficiary, with respect tc any distribution or earnings under
such program.
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(2) GIFT TAX TREATMENT OF CONTRIBUTIONS
For purposes of chapters 12 and 13--

(A) IN GENERAL

Any contribution to a qualified tuition program on behalf of any
designated beneficiary--

(i) shall be treated as a completed gift to such beneficiary
which is not a future interest in property, and

(ii) shall not be treated as a qualified transfer under
section 2503(e).

(B) TREATMENT OF EXCESS CONTRIBUTIONS

If the aggregate amount of contributions described m
subparagraph (A) during the calendar year by a donor exceeds the
limitation for such year under section 2503(b), such aggregate
amount shall, at the election of the donor, be taken into account
for purposes of such section ratably over the 5-year period

beginning with such calendar year.
(3) DISTRIBUTIONS

(A) IN GENERAL

Any distribution under a qualified State tuition program shali be
includible in the gross income of the distributee in the manner
as provided under section 72 to the extent not excluded from
gross income under any other provision of this chapter.

(B) IN-KIND DISTRIBUTIONS

Any benefit furnished to a designated beneficiary under a
qualified State tuition program shali be treated as a
distribution to the beneficiary.

(C) CHANGE IN BENEFICIARIES
(i) ROLLOVERS

Subparagraph (A) shall not apply to that portion of any
distribution which, within 60 days of such distribution, is
transferred to the credit of another designated beneficiary
under a qualified State tuition program who is a member of
the family of the designated beneficiary with rescect to
which the distribution was made.
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(ii) CHANGE IN DESIGNATED BENEFICIARIES

Any change in the designated beneficiary of an interest in a
qgualified State tuition program shall not be treated as a
distribution for purposes of subparagraph (Al if t.ne new
beneficiary is a member of the family of the old

beneficiary.
(D) OPERATING RULES
For purposes of applying section 72--

(i) to the extent provided by the Secretary, al' qualified

State tuition programs of which an individual is a
designated beneficiary shall be treated as one program,
(ii) ail distributions during a taxable year shali be

treated as one distribution, and

(iii) the value of the contract, income on the contract, and
investment in the contract shall be computed as of the close
of the calendar year in which the taxable year begins.

(4) ESTATE TAX TREATMENT

(A) IN GENERAL

No amount shall be includible in the gross estate of any
individual for purposes of chapter 11 by reason of an interest in

a qualified tuition program.

(3) AMOUNTS INCLUDIBLE IN ESTATE OF DESIGNATED BENEFICIARY IN
CERTAIN CASES

Subparagraph (A) shall not apply to amounts distributed or.
account of the death cf a ber.eflev=rym

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

In the case of a donor who makes the election described in
paragraph (2)(B) and who dies before the close cf the 5-year
period referred to in such paragraph, notwithstanding
subparagraph (A), the gross estate of the donor shali inciuae the
portion of such contributions properly allocable to periods after
the date of death of the donor.

(5) OTHER GIFT TAX RULES
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For purposes of chapters 12 and 13--
(A) TREATMENT OF DISTRIBUTIONS

Except as provided in subparagraph (B), in no event shall a
distribution from a qualified tuition program be treated as a

taxable gift.

(B) TREATMENT OF DESIGNATION OF NEW BENEFICIARY

The taxes imposed by chapters 12 and 13 shall apply to a transfe
by reason of a change in the designated beneficiary under the
program (or a rollover to the account of a new beneficiary) only
if the new beneficiary is a generation below the generation of
the old beneficiary (determined in accordance vith section 2651)

(d) REPORTS

Each officer or employee having control of the qualified State tuition
program cr their designee shall make such reports regarding such program 't
the Secretary and to designated beneficiaries with respect to
contributions, distributions, anasuch other matters as the Secretary may
require. The reports required by this subsection shall be filed at such
time and in such manner and furnished to such individuals at sucn time and
in such manner as may be required by the Secretary.

(e) OTHER DEFINITIONS AND SPECIAL RULES
For purposes of this section--
(1) DESIGNATED BENEFICIARY
The term "designated beneficiary"” rr.eans--

(A) the individual designated at the commencement of
participation in the qualified State tuition program as the
beneficiary of amounts paid (or to be paid) to the program,

(B) in the case of a change in beneficiaries described in
subsection (c)(3)(C), the individual who is the new beneficiary,
and

(C) in the case of an interest ir. a qualified State tuition
program purchased by a State or local government (or agency or
instrumentality thereof) or an organization described in section
501(c)(3) and exempt from taxation under section 501(a) as part
of a scholarship program operated by such government or
organization, the individual, receiving such interest as a
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scholarship.

(2) MEMBER OF FAMILY

The term 'member of the family' means, with respect to any designated
ber.eficiary--

(A) the spouse of such beneficiary,

(B) an individual who bears a relationship to such beneficiary
which is described in paragraphs (1} through (8) of section

152(a), and

(C) the spouse of any individual described in subparagraph (B).

(3) QUALIFIED HIGHER EDUCATION EXPENSES

(A) IN GENERAL

The term "qualified higher education expenses"™ means tuition,
fees, books, supplies, and equipment required for the enrollment
or attendance of a designated beneficiary at an eligible
educational institution.

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

(i) IN GENERAL

In the case of an individual who is an eligible stuaent ;as
defined in section 25A(b)(3)) for any academic period, such
term shall also include reasonable costs for such period ‘as
determined wunder the qualified State tuition program)
incurred by the designated beneficiary for room and board
while attending such institution. For nurposes of subsection
(b)(7), a designated beneficiary shali be treated as meeting
the requirements of this clause.

(ii) LIMITATION

The amount treated as qualified higher education expenses cy
reason of the preceding sentence shall not exceed the
minimum amount(applicable to the student; included for room
and board for such perioa m the cost cf attendance (as
defined in section 472 of the Higher Education Act of 1965,
20 U.S.C. 108711, as in effect on tne date cf the enactment
of this paragraph) for the eligible e-:ucat_or.al institution
for such period.



(4) APPLICATION OF SECTION 514

An interest in a qualified State tuition program shall not be treated
as debt for purposes of section 514.

(5) ELIGIBLE EDUCATIONAL INSTITUTION

The term "eligible educational institution” means an institution—

(A) which isdescribed in section 481 of the Higher Education Act
of 1965 (20 U.S.C. 1088), as in effect on the date ol the
enactment <cfthis paragraph, and

(B) which iseligible to participate in a program under title v
of such Act.

«BACKGROUND/EFFECTIVE DATES»
AMENDMENTS

1998

Subsection (c¢)(3)(A). — Pub. L. 105-206, Section 6004(c), struck
"section 72(b).l and inserted "section 72" in its place. [Effective as if
included in the provisions of Taxpayer Relief Act of 1997]

Subsection (e)(2). -- Fub. L. 105-206, Section 6004(c), amended
paragraph (2). [Effective as if included in the provisions of the Taxpayer
Relief Act of 1997]

Prior to amendment, paragraph (2) read as follows:

"(2) MEMBER OF FAMILY

"The term "member of the family” means--
"(A) an individual who bears a relationship to another individual
which is a relationship described in paragraphs (1) through (8)

of section 152(a), and

"(B) the spouse of any individual described in subparagraph (A)."

1997
Subsection (b)(5). -- Pub. L. 105-34, Section 211(b)(4), inserted
'directly or indirectly' after 'may not'. [Effective for January 1, 1993,

for transitional rule see "Effective Date of 1997 Amendments"” section
below.]
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Subsection (c)(2). — Pub. L. 105-34, Section 211(b)(3)(A)(i), amended
subsection (c)(2). [Effective for January 1, 1998, for transitional rule
see "Effective Date of 1997 Amendments" section below.]

Prior to its amendment, subsection (c)(2) read as follows:

" (2) CONTRIBUTIONS

In no event shall a contribution to a qualified State tuition
program on behalf of a designated beneficiary be treated as a

taxable gift for purposes of chapter 12."

Subparagraph (c¢)(3)(A). — Pub. L. 105-34, Section 211(d), struck
'section 72' and inserted ‘'section 72(b)'. [Effective for January 1, 1999,

for transitional rule see "Effective Date of 1997 Amendments"” section

below.]

Subsection (c)(4). -- Pub. L. 105-34, Section 211(b)(3)(B), amended
subsection (c)(4). [Effective for January 1, 1998, for transitional rule
see "Effective Date of 1997 Amendments"” section below.]

Prior to its amendment, subsection (c)(4) read as follows:

"(4) ESTATE TAX INCLUSION
The value of any interest in any qualified State
tuition program which is attributable to contributions
made by an individual to such program on Dehalt’ of any
designated beneficiary shall be includible in the gross
estate of the contributor for purposes of chapter 11."

Subsection (c) (5) . -- Pub. L. 105-34, Section 211(b) (3) (A) (ii), amerced
subsection (c)(b). [Effective for January 1, 199S, for transitional rule
see "Effective Date of 1997 Amendments" section below.;

Prior to its amendment, subsection (c)(5) read as follows:

"(5) SPECIAL RULE FOR APPLYING SECTION 2503(E)
For purposes of section 2503(e), the waiver (or payment

to an educational institution) of qualified higher
education expenses of a designated beneficiary under a
qgualified State tuition program shall be treated as a

gualified transfer."”

Subsection (d). -- Pub. L. 105-34, Section 211(e)(2)(A), amended
subsection (d) . [Effective for January 1, 1998, for transitional rule see
"Effective Date of 1997 Amendments" section below.]

Prior to its amendment, subsection (d) read as follows:

"(d) REPORTING REQUIREMENTS
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(1) IN GENERAL
If there is a distribution to any individual with respect to

interest in a qualified State tuition program during ar.y calendar
year, each officer or employe0 having control cf the qualified
State tuition program or their designee shall make such reports
as the Secretary may require regarding such distribution to the
Secretary and to the designated beneficiary or the individual to

an

whom the distribution was made. Any such report shall include
such information as the Secretary may prescribe.
(2) TIMING CF REPORTS
Any report required by this subsecticn--
(A) shall be filed at such time and in such manner as the

Secretary prescribes, and
(B) shall be furnished to individuals not later than January

31 of the calendar year following the calendar year to which
such report relates."”

Subsection (e)(1)(B). -- Pub. L. 105-34, Section 1601(h)(1)(A), struck
'subsection (c)(2)(C)' and inserted ‘'subsection (c)(3)(C)'. (Effective for
provisions of the Small Business Job Protection Act of 1996 to which they

relate.]

Subsection (e)(1)(C). -- Pub. L. 105-34, Section 1601(h)(1)(B), inserted
"(or agency or instrumentality thereof)’ after 'local government'.
[Effective for provisions of the Small Business Job Protection Act of 1996

to which they relate.]

Subsection (e)(2). -- Pub. L. 105-34, Section 211(b)(1l), amended

subsection (e)(2). [Effective for January 1, 1998, for transitional rule
see "Effective Date of 1997 Amendments" section below.]

Prior to its amendment, subsection (e)(2) read as follows:

"(2) MEMBER OF FAMILY

"The term "member of the family" has the same meaning given such
term as section 2032A(e)(2)."

(e)(3). — Pub. L. 105-34, Section 211(a), amended subsection

Subsection
of 1997 Amendments” section below,'

(e) (3). [See "Effective Date

Prior to its amendment, subsection (e)(3) read as follows:

"(3) QUALIFIED HIGHER EDUCATION EXPENSES

The term "qualified higher education expenses” means
tuition, fees, books, supplies, and equipment required
for the enrollment or attendance of a designated
beneficiary at an eligible educational institution (as
defined in section 135(c)(3))."



529 (c) Kleinrock Publishing

Code Sec.
Subsection (e)(5). -- Pub. L. 105-34, Section 211(b)(2), added at the
end a new paragraph (5) defining an "Eligible Educational Institution".

[Effective for distributions after December 31, 1997, with respect to
expenses paid after such date (in taxable years ending after such date),
for education furnished in academic periods beginning after such date.l]

1996

Pub. L. 104-188, Section 1806(a), added new section 529, relating to
"Qualified State Tuition Programs". [See "Effective Date cf 1996

Amendments" section below]

EFFECTIVE DATE OF 1997 AMENDMENTS

Pub. L. 105-34, section 211(f) (2) provided the following rules for
determing the effective date of amendments made by section 211(a):

"EXPENSES TO INCLUDE ROOM AND 30ARD -- The amendment made by
subsection (a) shall take effect as if included in the amendments made

by section 1806 of the Small Business Job Protection Act of 1996."

"ELIGIBLE EDUCATION INSTITUTION -- The amendment made by subsection
(b)(2) shall apply to distributions after December 31, 1997, with
respect to expenses paid after such date (in taxable years ending
after such date), for education furnished in academic periods

beginning after such date."

"GIFT TAX CHANGES -- Paragraphs (2) and (5) of section 529(c) of the
Internal Revenue Code of 1986, as amended by this section, shall apply
to transfers (including designations of new beneficiaries) made after
the date of the enactment of this Act.” [August 5, 1997.]

[
"ESTATE TAX CHANGES — Paragraph (4) of such section 529(c) shali
apply to estates of decedents dying after June 8, 1997,"

Pub. L. 105-34, section 211(f)(6) provided the following transitional
rules for determing the effective date of amendments made by section
211(b)(1), (b) (3) (A (I).(b) (3) (A (ii) , (b)(3) (3), (d).(e)(1)(A),

(ej (2) (A, (&) (2) (C) and (b) (4) :

"TRANSITION RULE FOR PRE-AUGUST 20, 1996 CONTRACTS - In the case of
any contract issued prior to August 20, 1996,section 529(c)(3)(C) of
the Internal Revenue Code of 1986 shallbe applied for taxable years
ending after August 20, 1996, without regard to the requirement that a
distribution be transferred tc a member of the family or the
requirement that a change in ber.eficiairies may be made only to a

- 10 -
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member of the family.”

EFFECTIVE DATE OF 1996 AMENDMENTS

Pub. L. 104-188, section 1806(c) provided the following rules for
determining the effective date of amendments made by section 1806(a):

"(1) In general.—The amendments made by this section shall apply to
taxable years ending after the date of the enactment of this Act.

"(2) Transition rule.--1f-~

"(A) a State or agency or instrumentality thereof maintains, on
the date of the enactment of this Act, a program under which
persons may purchase tuition credits or certificates on behalf
of, or make contributions for education expenses of, a designated

beneficiary, and

"(B) such program meets the requirements of a qualified State
tuition program before the later of--

"(i) the date which is 1 year after such date of enactment,
or

"(ii) the first day of the first calendar quarter after the
close of the first regular session of the State legislature
that begins after such date of enactment, the amendments
made by this section shall apply to contributions (and
earnings allocable thereto) made before the date such
program meets the requirements of such amendments without
regard to whether any requirements cf such amendments are
met with respect to such contributions and earnings. For
purposes of subparagraph (3)(ii), if a State has a 2-year
legislative session, each year of such session shall be
deemed to be a separate regular session of the State
legislature.”

PUBLIC LAWS AMENDING THIS SECTION

(August 5, 1997, Pub. L. 105-34, title 1I, section 211, title XVT, Section
1601/ July 22, 1998, Pub. L. 105-206, Section 6004.)
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SniartMoney calls UNIQUE
"Tq]erl)estlc)c/)lfege savl| 0s
plan ever

The State of New Hampshire has
teamed with Fidelity [nvestments
as manager to offer the UNIQUE
CoHecit? live-simu Plan (the
UNIQUE Plan) - which ",

Smarl Money called in ari AUﬂUSt
12,1998 arficle, "the best co ePe
savmq,s plan ever" This new pan,
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 bégan sponsoring them. However manyé_llm[t,
?/our college choices In in-state schools and invest in histoiicatly
ower iel mg 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

Accmdm%to SmartMoiiey the must attractive aspect ot the
UNIQUE Plan is (hat assets Prow federal income tax-defened
When assels me wifhdiawn 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
liyhej (.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
Ee?vnvz elrt13t ﬁrg ortant to understand some of the key differences

Education IRA distributions are tax-hee when used for qualified
higher education expenses hot contributions are limited to

0 annually With costs tor a four-year ?rlvale college
currently estimated at 5!9t,000 18 years from now. according
to SmaitMoiiey, a couple with an Education IRA may choose to
invest other colle?e savmg?]m taxable acco%nts arid therefore
may have to pay taxes on"that money ovoi the years.

However, the maximym_annual contribution for the UNIQUE
Plane|s $100.311 ?or 1@9& ang Ihe mIanum ?s él,OHO Q
SniartMaoney 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 ift tax - as long as the
Batrtrcrpant treaf®, the entire gift as a series of five equal annual

Effects of participation on financial aid and scholarships

Undei r.nrrent Federal Iaw students must contribute 35% uf
ttieii total assets fo college costs annually before they can
qualify tm financial aid. and financial aidoffices expéct any
money in a student's name to be used for c.olleyc expenses
However, «.ament Federal guidelines only equire a maximym of
up 0’5 7% (depending upon trie pmouts rnancral situation ot
patents' assets to be .applied towaid tuition before aid can

expected

S0 savrng money, rn¥ ur chrlds name m My reduce the chances
Ofthe child receiving Tinancial aid Smart orrey points out,
though if you have Substantial assets and a high income, it is
not calistic lo expect financial aid with or without the plan

However if the beneficia r{earns a schof mshrE and doesn't
need the money saved in1he plan, you can take penalty-free
wrrlrdrawa S op to the amount covered by the scholarship, And it
&ou also qualify tor HORG Scholarship and Lifetime Learnin
redits, yon may use them in conjunction with the UNIQU

Different investors, different choices - SmartMoney’s
advice

The UNIQUE Plan's asset aIIoca fion is fairly conservative.
Smar Mortcy says You may piefer to rnvest on your own and

allocate your money more aggressively. If you are confident
you wou%l make erough lo gt?set Ine taxes'yon may have to

pay or are willing to take a grealei rnvestmen t risk’that you
\ﬁvlouldnt you may piefor a taxable accuunt to ihe UNIQUE
an

It yon have money rnvested in stocks or a tax- oftraent fund and
would have lo Pay significant caprta gams taxes lo move it lo
the UNJQUE Plarj, yoy may be betloiolf eavrng your money
where itis You should consul” a fax advisoi leyarding yom
specific situation

ft/loie information about llu; UNIQUE Culleue Investing Plan.
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Overview
Each child is unique A college investing plan r

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 loany US.

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

Investment and Tax Benefits ,

» ability to give up to $50,000 fedora; gift tax tree

¢ fax-advan a?ed giuwth ot earnings _

tt a portfolio of Fidelity mutual funds tailored to file student's age

Portab|||t5{, mid Flexibiliiv _ .

» the ability to save for college while retaining contrgl of your assets

» the flexibility to use your investment at any"accredited posl-seoomlary
school mthe US. *

ma high contribution limit

Affoidcinility ,
W 3 [ow 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 g]ra,ndparents, Other
relatives and even family fiendscun all artlcwat_e._ Whbthei ¥our
beneficiary attendsalonvate college public utnvoisity, graduate school, |
Z-Riear community college, vocational-technical schodl. in- or oul of-stane, (lie
ghel%UE Plan can help you meet the significant financial challenge that lies
The only requirement tor eiiioyiny these unique benehts is that yout
investment be used to Pay for'gualified 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 rig,ht
for everyone. Howevai if %ou 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 1722
to spenk with a UNIQUE Plan representativé at Fidelity.

mr«

Investment and Tax Benefits

» Professional investment management by Fidelity The UNIQUE PLiti
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puts tlic investment exBertise ot Fidelity to work for you 1You purchase unit;,
0' one.of the UNIQUE Plan portfolios. Balanciny investment risks against

Potentlal returns can be a difficult task -- especially if you do not have the
Ime 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
vesiment mix and make appropriate adjustments according to you

n
!)enefluary's ago

When your beneficiary is ten or more yeais awaY from college age. the
ortfolio will be heavily invested in equity mutual hinds lor growth of capital
s your beneficialy néars 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 allocatign and
invesuncnt straieov and read about Ihe portfolio manager of the plan

a Tax-advanta?ed earnings. Eamings in your UNIQUE Plan account grow
federal income Tax-deferred When assets are withdrawn for qualified
expenses such as tuiiion, loom and boaid, books, and required suP]phe,&
federal income taxes are payable by the benehgiary - Iyplcully at his/liel
lower rale Fur New Hampstiire 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 ma}/ 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 S0
gel month with automatic payments. There ale no icstfictions on participation
ased on your income. Parents, grandparents, other relatives and even
family friends can upen up accounts on behalf of the same beneficiary as
long @s ihe total amount in all accounts does not exceed the UNIQUE Plan

limit of S100 311 per beneficialy :i

Also, u ?irt of more_than $10,000 to a single Berson in one yem is normally
sub§ect 0 federal gift lax. Wilh the UNIQUE Plan,_you can make a gift of up
lo $50.000 m one year without trlggenng the tax. To do this you must elect To
treat the entire gill"os a series of Tive equal annual gifts And no additional

ifts. can be made over the five yeai period Consult your lux adviser foi youi
garncular situation.

Portability and Flexibility

’ Portab|I|t¥ to anP( school in the U.S. Assets in the UNIQUE Plan can he
used to pany or qualified higher education expenses u! any acciedited .
|oost-se,co dary institution In the United Status that are ellngle ) pa,rhugate
n certain fedelal student aid ptu?rams These Include public arid anat
colleges and universities, g’radua e schools 2-year community colleges and
vocafional-technical schoals



» Change of bengficiaries. 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

m\Vithdrawals for non-higher education purposes.. You can take money
from your account at any time. It your buneficialy receives a scholarship fur
higher education expenses, you ma){ withdraw ai amount equal to ihe value
of the scholarship fiom youi ‘account withnul payin aﬁenalty. You may also
make penalty-free wilhdrawais in the event of the death or disability of yum
beneflma,(rjy therwise, earnings on non-qualifiecl withdrawals will be taked to
ou as oidm3ry income ol your rgtte ,gnd gfe,ﬂerally mandated penalty equal
0 10% ot any Investment gams Ishibuted will apply

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
amonth or $150 pei quarter Otherwise, there is an initial minimum
investment requncmaril of Si000,

* Low fees and expenses. The UNIQUE Plan charges an annual S30 .
maintenance fee per account which if. waived if you Sign up fuj FAAB oi it
the comhined value of yum account and any othur agcounts will) ine same
named benef|C|ar¥ 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 muiual
funds also has investment management fees and othiei expenses which vary
from fund to fund. There are no Sales loads imposed on your UNIQUE Plan

purchase.

Important Point to Consider ,A,Ithou?h the UNIQUE Plan has many benefits it
may not be appro/xnite for nil investors Please review your individual
situiation 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.

‘Lr.jr*. federal law >en< cannot direct y..Ui cv/n inveilnienls m the UNIQUE Plan

"If vou ai« not a New liamp-hire lesicte'ii you may wani in investigate whether your sMir* uliris a
plan with alternative lu* advantages for its rhsivieiiis

his co.itiiuutinn limit i* (ji 1V O only and will nc adjusted annually ro reflk .1 trie changing c"-rsls w
higher education rti« limit IN 1jUOwill be kl0S.VIS
11t new BwiOfi0J'y musl nave nm* ot the following rchlir.n".Inps to the ongmal UeMrliwjry 111'.0n
Ol dduglilvf (2) ftc'pson ui stepdfld"JIIL"i, ifl; rjicthel, bislw <UeptMOMei. U. »iejiM«ler (-5) Ulliei ui
miilher, or.in anu-bl'« ol either. (C) -.lupiatner ci stepmuthnr (Clvm (Ij]l daughterof a hnXlitii nr
sistiri. (7i tnuthei or aiji*i uf the taihu; in mother, and (Si son in law. daughter in law lathbi.in law,
mother lll-iow brother in-ljv; nrmslei in-litW Hie SpOUSc of h family mCiriDiX ib aish cnnsidcu. I n
familv nirinbv: Howkvh. ifthe niv/ Brnefr.ur, isa foriiiPet of a youri'jci yeiicr.ilmn lhn'i the
previous Beneficiary. a tv-oeral pencratinn-snpping gift tw may apply Tin* 'a* will apply in (he year tn
A'fliLIlTilt* rnoncy is diKthhutrd from JH Al'l .nilit

PdjjjL M " Ci(Afi (a UgO
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COLLEGE INVESHKD PLAN™ ir-)m* m-i3* *

m«m w 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 FundrMCollege. Investing , ,
Plan. The U Fund is flexiblé 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.

Investmen and Tax Bonelits
* tax-ndvaiitaged giowlli ot earnings
a potential for competitive market retumns

mow investment icaéiirement and high contribution limit
currently over $150,000

flexibility
mthe ability lo save for college while retaining control of your
assets
n use funds at most colleges arid universities nationwide

¢ change of beneficiaries

mUuse Ci_f funds for tuition, fees loom hoard, books and
supplies

Altordabihtv
* |ow fees and expenses

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 afténds a pnvatc college,
public university graduate school two-year community college
Ui vocatlo(rJaI-techr]lcal school ?]rglwhenfe in th Unlt,e(il Stales,
Detr Fund c.an help you meet the significant financial
challenge frial lies ahead MEFA also offers Ihe U Pis.i a

prepaid tuition pioyram

AIthou%h nejther the Massachusetts Educational F - ancm
Authority noi Fidelity Investment?, can guarantee a rate of return
on your nvestments the U Fund has been designed to be an

)U SS
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atfractive and innovative opportunity to invest for higher
education.

Download an enrollment kit, request one by mail, or call
%iggﬂi)5/44-2776 to speak with a U.Fund representative at

LLP%

Investment and Tax Benefits

mTax-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 bgoks, and su p||es), federal taxes are
payable hy Ihe beneficiary, whose lax rate is typically lower

mPotential for competitive market returns. Youi contilbulions
will be invested in unils of one of the U Fund r.irtfolios
Strategic Advisers, Inc (Ya Fidelity Investmer . company) wil
manage the U.Fund portfolios and invest in Fidelity mutual
funds - The portfolio manager will automancally ad*ust the
balance of stack, bond, and money market mufual 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

mLow investment requirement and high contribution limit
You can get started foi as fittle as $50 a month with automatic
payments/There are no leslrictiuns on participation based on
)éow income, and individual lump sum contributions of u_P to
50 000 per beneficiary aie permitted in u single year without
there heing a taxable gift/' Once assets are placed in the
U.Fund. they are generally considered to tie out otthe
participant's (the donors) ‘estate SConsult your lax advisor foi
articular situation) If the value of all'accounts oPened on

oul
gehaﬁ of asingle beneficiary exceeds the U.Fund contribution
grcngglgtt:ggently ovei $150.000%). further coninbulioiis will nol be

Flexibility

m \Vithdrawals for 11011-higher education purposes . You can
take maney from youi account al any tune However, if the
money is riut used to pay for qualified higher education
experise;, earnings on such wilhdiuwuls will be taxed as
uidinary income [0 you at youi rale and a federally mandated
penalty equal to 10% of any investment gains distributed will

VVW .1.09 PM
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apply. If youi beneficialy receives a scholarship for higher
education expenses, you may withdraw an amount equal to the
value ot the scholarship fronT your account without paylngn,a
Penalty., You may also make penalty-free withdrawals (sul ,{eef
0 taxation_of earnings) in the event of the death or disability of

your beneficiary.

mUse of funds at schools anywhere in the U.S Assets in the
U.Fund con be used to pay foi quahﬂed,hlqhel_ education
expenses at accredited posl-secondaly institutions anywhere in
the United Slates These include public and private cglleyes
and universities, graduate schools, two-yew community
colleges, and vocational-technical schodls

-Change of beneficiaries. The parhmpant,Ethe donog)
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.B

JLO

Affordability

mLow fees and expenses Thy U.Fund charges an annual $30
maintenance fee per account, which is waived it (}/ou sg;n up tor
direct deposit or Fidelity Automatic Account Bujlder (FAAB) or if
the combined value of your account and any other accounts tor
the same beneficialy is'$25 000 or more_There is a daily
char?e at a rate equal to 0.30% (30 ?er 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 in IVIdua?SIPLB:ltlgn tu make suie the U Fund is riyht

foi you

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

Fidelity.

"oilier state* in<*> offer plan* with slate tax jovanteyirs for thou iwnlenti/ If_rou
ju» nol ;i Massachusetts ir.r.idont. you may want tr. nonl.icl your state tu siro il t

offer* a plan
“Urch fitwWal lawycuturtidl g yB»iwi investrrent* inHp UHI)

'Vaiiodiu IMHINEE plan-- Seriot IIWIIE: a pulit anddo no> pyutnel againsta Im>*

in 3 ChdinmVD iarip!

ATo avoid [fii» fi.tlcidl t]ifl tax on a iSC.UOO cmilriliiilMV y.u must mmkp nu furtiiui
yitte to i« hx'ieficiary ovci itw tivey»jr pi-iiod. anti ti»at the gilt a* a swies of live
r\Jiijl annual O*fls If yuu (ircr.itf- a Mill Ul loan $30.0(0 yuii can m.me

w
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additional yiffn wilhoul gift tax so lung us the tofal (if Hie prorated y.n and Hie
addition*! gilts Go not exceed flu COOin any one vowr if you ctecidi* to prorate a qi?
of more than S10 00(7, o prorated portion of thu gift will 0*? include.) in yuur estate it
you snouki die before- the end of Hi" five year per-prt

"0**e tne Kacl Kit for th* uxact contribution linut and other .M ails

amity members include anvoiv wnn is rcidfv-1 to the beneficiary inone ol the
following ways sibling Mf-mbling, step-s'hling. niece or nephew parent,
step child. grandpaivnt, aunt cruncle, imnvdliate in-taw (mother. father. brother
sister, daughter or son), or the spouse ul any Uimily member lisied above Hvwu/ei.
changmg the bemttaiary to someone inj ¥ounger generaiion in the family will result
ina fedctal girt tax Pending claiificatiun of its permissibility under fe.terai tax
icouirements the if Fund, at this point door, not permit you fn name yuuisrtt as a
heneficiary

Sr.Tpyii:' " sMMSWCi.eMWCnip
Ex » AH KT|n . > it Leual tnfoiinstic.

wew.iji'
W » mnrsﬁlitnenfs -----

URWILEKM



tMpV.pciMrul.100 fidclilv com/pltnnuip'ttttlcgc-vu)iicntidvliiwjrc im

Overview

Each child is unigue. A college investment plan

should he Ipo., That's why Ihé Slate of Dolawme

has Iearne? with Fidelity Investments R(l)voﬁer
oy the Delawaie College Investment Wan (lhe
ollege Plan).

The Colleye Plan is available to any U S.
resident

Investment and Tax Benefits

’ tax-advantaged yiowth of earninogs , o
m 3 portfolio of Fidelity mutual funds tailored lo the student's ayi-

Poitabiiitx{, and Flexibility , .
+ the ability to save for college while lelaininy conhol of your assets
» the flexibility lo use your investment at ucaily any acu edited

post-secondary schonis anywhere inthe U S
» ahigh contribution limit

Aflordability. , ,
ma 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 ggrandpar,ents, oilier
relatives, and even family friends cun all Part|0|pate_ Whether you
beneficiary attends a lonvate college, public umveif.ity, gradyate school.
2-veai community college, vocational-technical schoal, in* o} out-ofsslate. Ihe
ghelgege Plan cun”help you meet the significant financial chullomijp Ihat lies

The only requirement for enjoyinfg this unique combination of benefits is that
youi investment be used to pay for qualified expenses at neun?( any
accredited instjtution of tughel 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 I_i%ht for
evtiyone. However, if you die looking tor a new wav to invest lot 3 child’s
higher education, it might be right for’ynu

Re%uestafree kit with more information on the CoIIege_Plan or call
1-800-544-1655 to speak with a College Plan representative at Fidelity.

Investment and Tax Benefits

mProfessional investment management by Fidelity. The College Plan

puts the investment expertise of Fi eIitY to work foi you 1You purchase units
of one ot the Collego Plan portfolios Strategic Advisers. Inc., a Fidelity
Investment company, will manage the College Plan portfolios and invest m

‘M.WI * 1?2 I'M



Fidelity mutual funds An exgerienced portfolio manager will systematically
adjust the halance of stockbeond, and money market mutual funds in the

portfolio according to youl beneficiary’s age

When youi_beneficiary is ten or moie years awaY from college aﬁo, the |,
ortfolio will be heavily invested in equity mutual funds foi growth of capital
s youi beneficiary néais 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 invesimerit
stialeuv. and lead about the uoilfoiili manager of the plan.

« Tax-advantaged earnmgs Investments to the College Plan are made
after tax Eamings in your oII\(/e\ﬂ]e Plan account grow Delaware state and
federal income tax-deferiod.2 When assets are withdrawn tor qualified
expenses, such as tuition, room, boaid hooks, and required suRplles, federal
income taxes are payable by the* benehr.iaiy. who typically will have a lower
rate As a result, if you alreddy have money set aside for college 1 4 taxable
account S)such as a'savings account gou May want to considef the fax
benefits of moving it to Iie College Plan Corisult 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 theli beneficiary You can yet started, fur as hole as $50
ger month with automatic payments There arc’no restrictions on participation

ased on your mcume. Parents grandpaicnts, other relatives and even
family friends can open up accounts on behalf of ttm same bencficialy 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 kv a
smﬁle peisurt in one year s normally subject to federal gift tax_With the
College Plan, you can make a gift of up [0 S50.000 in one yeai without
triggering tne tax To do this you inusi. elect to treat (tic entire gift as a senes
O'ft |vte equal annual gifts. Consult youi tax advisei for your pafticular
situation

T4

Portability arid Flexibility

» Portab|l|t¥ to anP( school in the U.S. Assets in the College Plan can be
used to pay Tor qualified higher educatjon expenses at any accrediled
post-secondary institution in the United Slates tfiat are eh§|ble lo participate
m,Federal sfudent aid programs Tnese include public and private colleges
arid univeysities _graduate schools, 2-ycar community colleges, an

vocational-techniCal schools

« Change of beneficiaries Participants retain control of their assets until
account assets are w (tubawn foi qualified highei education expenses
Participants can change llieii benehriaiy lo be another family member of (he
ongmal heneficiary - Including adults returning to school s without paying a

penalty 5

» Withdrawals for non-higher education purposes . You can take money

H,om O%i account ai any time If your heneficiary receives a scholmship (or
igher education expenses, you may withdraw an amount equal to the value

VOvy3.12 pm
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or The scholarship from your account without paying a ﬁenalty. You may also
make penalty-free withdrawals in the event o Ihe death yi disability or'your
beneficiary Otherwise, earning? on nun-qualified withdrawals will be taxed to
ou as oanary income at your rgte,,and a fe;ﬂerally( mandated penalty equal
0 15% of any Investment gams ufiibutert will apply

- - - - iup-»

Affordabilﬁ

» Affordable investments  Investors who sign up for Fidelity's Automatic
Account Builder?" (FAAB; —automatic pa)(ments transferred directly from

our_bank account - can open an account with a minimum initial irvestment
Of S50 a month or S150 pet %uarter 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 gour account and arty ofher accounts with ihe same
named beneficiary is $25.000 or more There is a daily chaiye at a rate equal
t0 0.30% §$3 pel S1.000; of your account assets on an annual basis Each of
the mutual funds that your podfolio may invest in also has investment
manaPement fees and other expenses which varY from fund to fund Mo
sales foads (chaigest are deducted from youi College Plan purchase.

»ie>

Impo iunt Point tu Consult;r Althou?h the College Plan has many benefits it
may not be appiopiiute foi oilinvestors Please review your individual
situation to make sure it is nyht foi you

Request a free kit with more information on the CoIIe?e,Plan or call
1-800-544-1655 to speak with a College Plan representative at Fidelity.

«

onrlei lvdpr.il law yu'J cannot >1irxl y%'ur own uwur.trnents in ILit Colleye Plan

*ii you diu mil a Oel.wuc resident. yuornnv v/anl iu investigate whether youi sidle offers-.i p*.i-* with
alternative fax advantages lor its residents

"This Cunlribctinn liiii* is lor 19i>i urlly and will I; jiC|.isc(l annually to rt(I<i | hie changing m:\Is of
higiifei vdin.dtron The hunt for tIW wii, r>e lieu :-C

“ Ilie new Ocnuriciary roust have one of !liu Following ujlJlion.-hips ro Ihe oimjimcil Oerulieiary pi cur.
or daughter. ((." stepson nrotcpdauijhter. ;a; tuv-inpr, sister, stepbrother. <ii stepsister f-d rather or
W thtr ei dhjncirdo. ol —itnc; (5) stepfather nr stepmulliHi; (fit aui: ui (laughter ul a brother v
sistui, 17\ luothe: or aislelot the laili-i or mcihei dort (8; son-iu-vW. daugltfa'-in law falhei in ia/ .-
mother Mi-iiw trrtjinei.ih-luw nt jister-m-faw The spouse of a fautiy memhet is also cons.'1""ioc j
fyv'vivtnemirr I*owever if the new Beneficia «is <membt*: of d younper generation (Han lh»-
pievicul Ochelici.irv a fevleijt ijeneMtiuri-sHipoing gift fax may apply [.o?tax veil jpply in the ytw in
which the money is distributor Irom an Ani;<mnt

[*x o "rI'np/iiyhl . I'MKCrv
Ailrtihlsrt-lw.i-d Imoort.mt t hi'x Iglo_flrlillle_n

W &9 fnuczimenttt
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AGENDA
PRESENTATION ON SB 191
SENATE HESS COMMITTEE

FEBRUARY 21,2000

1. BriefOverview 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



User Selected

Change Record by Transaction Type
Department of Health and Social Services

Scenario ; FY2001 Governor

BRU

Purchased Services
Juvenile Justice
Community DD Grants

Institutions & Administration
Medical Assistance

Purchased Services
Purchased Services
Family and Youth Services
State Health Services

Alcohol & Drug Abuse Svcs
Alcohol & Drug Abuse Svcs
Community Mental Health Grants
Community Mental Health Grants

Community Mental Health Grants

Community DD Grants

Institutions & Administration
Mental Health Trust Boards
Mental Health Trust Boards

Infant Learning Gra

Trans
Component Type
Residential Child Care FndChg
McLaughlin Youth Center FndChg
Communiiy DD Grants FndChg
Alaska Psychiatric Institute FndChg
Medicaid Services Inc
Foster Care Inc
Residential Child Care Inc
Front Line Social Workers Inc
Maternal, Child, & Family Hlth Inc
Buroau of Vitaf Statrstroo — inu
Administration Inc
Alcohol/Drug Abuse Grants Inc

General Comm Mental Hlth Grnts  Inc

Psychiatric Emergency Svcs Inc
Svcs'Chronically Mentally i Inc
Communiiy DD Grants Inc
Alaska Psychiatric Institute Inc
Alaska Mental Health Board Inc
Boa'd on Alcohol. & Drug Abuse Inc

Inc

nts

Page 1of 1

Change Record Title
Training for Residential Child Care Providers.
Correct line item distribution of GF/MH

DD Risk Mgmt and Institutional Prevention
(AMHTA)
AP12000 - Fund Source Change

FY2001 Medicaid Services Base Program
Increment
Continuation of Foster Parent Training.

Fairbanks Residential Treatment
DFYS Psychiatric Nurses Year 2 0f2

Behavioral Mental Health Services and
Supports for Young Children and The Healthy
Families Control

FAS, ARBD and ARND Prevention
Substance Abuse Treatment for Women
AMHTA MHTAAR Recommendations

Rural Emergency Services and Training
(AMHTA)

Integrated Supports for People with
Co-Occurring Disorders (AMHTA)

AMHTA MHTAAR Recommendations
AMHTA MHTAAR Recommendations

Alaska Mental Health Trust Authority Projects

Alaska Mental Health Trust Authcrily Projects

Totals:

Reduce Infant Learning W ait

TOTALS

Slate of Alaska
Department of Health and Social Services

Non
PET PPT Perm
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
____________ ﬁ—' -at___-
0 0
0 0
0 0
0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
List

DRAFT

H
H
i

O oo o o
H
H
i

General Federal Other
Funds Funds Funds
100.0 0.0 -100.0
0.0 0.0 0.0
120.0 0.0 -120.0
0.0 0.0 0.0
783.3 0.0 0.0
100.0 0.0 0.0
100.0 0.0 100.0
0.0 0.0 134.6
0.0 0.0 120.0
png-f -0 ft-fl—
0.0 0.0 15.1
0.0 0.0 500.0
0.0 0.0 216.4
0,0 0.0 250.0
0.0 0.0 405.0
0.0 0.0 400.0
0.0 0.0 1,291.5
0.0 0.0 151.0
0.0 0.0 33.0
0.0 3,396.6
700.0 0.0 0.0
1,903.3 0.0 3,396.6

2-18-2000 5:08 pm

Total
0.0
0.0
0.0

0.0
783.3

100.0
200.0
134.6
120.0

-------- 205.0
15.1

500.0
216.4
250.0

405.0

400.0
1,291.5
151.0
33.0
4,804.9

700.0

5,299



Mental Health

Scenario; FY2001 Governor

BRU

Legal & Advocacy Services
Senior Services

Senior Services

Senior Services

Senior Services

Senior Services

Senior Services

Senior Services

Senior Services

Senior Services
Senior Services
Legal & Advocacy Services
Legal & Advocacy Services

Component

Public Defender Agency
Protection, Comm Svcs, & Admin
Protection, Comm Svcs, & Admin
Home & Community Based Care
Home & Community Based Care
Home & Community Based Care
Home & Community Based Care
Home & Community Based Care
Home & Community Based Care

Home & Community Based Care
Home Health Services

Office of Public Advocacy

Office of Public Advocacy

Page 1 of 1

Change Record by Transaction Type

Trans
Type
FndChg
Inc
Inc
Inc
Inc
Inc
Inc
Inc
Inc

Inc
Inc
Inc
Inc

Department of Administration

Change Record Title

GF to GF/MH Fund Source Transfer

Rural Long Term Care Development

DSS Quality Assurance Unit Development
Innovative Respite

Rural Respite Video Training Program

Day Treatment for CMI Elderly

Substance Abuse Treatment for the Elderly
Mini-grants for Beneficiaries with ADRD

ADRD Education and Support - Expand
Service
Care Coordination Expansion

Heritage Place Comprehensive Assesment
Reduce Caseload from 93 per Public Guardian
Family and Private Guardians Training

Totals:

Stale of Alaska
Department of Health and Social Services

PFT

o

OC o oo oo oo

o O o O o

Non

ppj Perm

o

Do oo oo oo

o o o o o

General
Funds
126.0
0.0

0.0

0.0

0.0

0.0

0.0

0.0
150.0

200.0
0.0
355.0
0.0
831.0

Federal
Funds
0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0
0.0
0.0
0.0
0.0

2-18-2000 4:31 pm

DRAFT

Other
Funds
0.0
97.3
175.0
300.0
56.1
350.0
263.4
200.0
0.0

0.0
513
0.0
150.0
1,643.1

Total
126.0

97.3
175.0
300.0

56.1
350.0
263.4
200.0
150.0

200.0
513
355.0
150.0
2,474.1



Mental Health

Scenario; FY2001 Governor

BRU Component

Administration & Operation Inmate Health Care
Administration & Operation Inmate Health Care
Administration & Operation Inmate Programs

Page 1of1

Change Record hy Transaction Type

Department of Corrections

Trans
Type  Change Record Title

FndChg FY2001 Women's Mental Health Unit

FndChg FY2001 MH Planner
Inc FY2001 Men's Residential Substance Abuse
Treatment Progiam

9 Todls:

State of Alaska
Department of Health and Social Services

PFT
0

0
0
0

Non
PPT Perm

0

0
0
0

0
0
0
0

General Federal
Funds Funds
200.0 0.0
30.0 0.0
0.0 0.0
230.0 00

2-18-2000 4:31 pm

DRAFT

Other
Funds

-200.0
-30.0
82.9

-141.1

Total

0.0
0.0
82.9

82.9



