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Source: 2016 Virginia529 Annual Report, chart 3 in MD&A

As of June 30, 2017 Annually
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I. Prepaid529 is actuarially sound (i.e., the Fund has sufficient assets, including the 
value of future installment payments due under current contracts, to cover the 
actuarially estimated value of the tuition obligations under those contracts, including 
any administrative costs associated with those contracts), and

II. Primary actuarial assumptions (including the investment return assumption of  6.25 
percent and the tuition increase assumption of 5.00 percent for two years and 6.50 
percent thereafter) are reasonable.
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GRS Primary Findings –
2017 Quadrennial Actuarial Audit of Virginia529 Prepaid



I. GRS was able to replicate the present value of future obligations payable from Prepaid529 and 
the present value of future installment contract payments due to Prepaid529 within 2 percent 
for the majority of the test lives.

II. GRS performed  consistency  checks  between  the  original  data  produced  by Virginia529 
and the Milliman’s  “scrubbed” data file. GRS found the data used in the actuarial valuation to 
be reasonable and appropriate.

III. GRS found that Milliman followed the appropriate ASOPs that are most applicable for a 
prepaid tuition program.

IV. GRS reviewed the June 30, 2016, actuarial valuation report prepared by Milliman and found 
that the report was generally complete and contained the appropriate information.

V. GRS  found  that  the  economic  and  demographic  actuarial  assumptions employed by 
Milliman in their June 30, 2016, actuarial valuation were reasonable.
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GRS Summary of Areas Addressed –
2017 Quadrennial Actuarial Audit of Prepaid529



VI. GRS agreed with Milliman that Prepaid529 was actuarially sound because it had sufficient  
assets (including  the  value  of  future  installment  payments  due  under current contracts) to 
cover the actuarially estimated value of the tuition obligations under those contracts (including 
any administrative costs associated with those contracts).

VII. GRS agreed that based on the current funding level (129 percent with a 96 percent 
probability of Prepaid529 funds exceeding obligations) and the average load of about 11 
percent on contract  prices  to  increase  the  actuarial  reserve  of  the  program, the 
pricing methodology was actuarially sound.

VIII. GRS recommended, as a result of the actuarial soundness, funding level, and average load on 
contract pricing, two options be considered:

• Reduce the pricing reserve on Prepaid529 contracts.

• Consider an asset allocation to further reduce risk.  A change in asset allocation likely 
would require a change in the investment return assumption used in the actuarial 
valuation.
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GRS’s Summary of Areas Addressed –
2017 Quadrennial Actuarial Audit of Prepaid529 (cont.)
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Other Prepaid Plans: Actuarial Funded Status and Reserves

States with open plans

%         
Funded     
(FY16)

Reserve 
(Deficit)

in millions
AK -            -               
FL 114% 1,657.9        
IL 79% (264.3)          

MD 133% 270.0           
MI ** 107% 58.9             
MA -            -               

MS ** 72% (126.5)          
NV * 128% 188.2           
PA 114% 217.5           

TX ** 109% 819.1           
VA 129% 589.7           
WA 136% 626.0           

* Funding % as of 2015
** Figures represent data for open prepaid plans
data not available
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529 Prepaid Plans Funded Status Policies

State Program Name Assets
(in millions)

Accounts Policy Funded Status Policy Description/Comments

FL Florida Prepaid College Plan $        10,915 523,168 N None

IL College Illinois! 529 Prepaid 
Tuition Program $             908 39,933 N There are no policy triggers with respect to a specific funded ratio or amount. There is not a specific amount [funded 

status] that the Plan tries to stay within.

MA U.Plan Prepaid Tuition 
Program $               87 7,132 N None

MD Maryland Prepaid College 
Trust $             946 34,726 Y

If [the Board] determines that the market value of the program's assets exceeds the amount needed to satisfy all 
scheduled payments of Benefits currently due or scheduled to be due under all Contracts by 30% or more, in the 
Board's sole discretion, they may provide for a rebate from the excess to Account Holders of existing Contracts. Any 
rebate would be an amount determined solely by the Board. "Given that 75% of our current overfunding can be 
attributed to market fluctuation, the Board has not acted on this discretion." -Lauren Shipley, Executive Director, 
July 2017

MI Michigan Education Trust $          1,055 42,597 N None

MS
Mississippi Prepaid 
Affordable College Tuition 
Program

$             353 18,297 Y

The policy establishes a funding target of 100% for the Legacy program (pre-2011) and a funding target of 115% for 
the Horizon program (post-2011). The policy includes actions the Board will take if the target is either not met or 
exceeded for both plans. State contributions (make-up $) may be returned to the State if the funded target is 
exceeded, but no amounts contributed from participants will be returned.  The risk premia charged on new contracts 
will be reduced if the funded status exceeds funding targets by specific amounts.  The Board will measure the 
funding target in an annual valuation and will informally review the policy annually, formally review the policy 
every two years until 2020 and every five years, thereafter.  The MS Plan was suspended for more than two years 
because of a significant underfunded status - resulting in the Legacy program, which remains underfunded, and the 
Horizon program which currently is adequately funded.  The underfunded status of the Legacy program was a result 
of the recession as well as flaws in the actuarial valuation methods and pricing model used by MS.   Prior to the 
suspension in 2012 and subsequent restructuring, the program had never had an actuarial audit, had never taken a 
systematic look at past and future performance, had a long term return assumption of 7.8%,  and NO RESERVE was 
included in the pricing.  From comments by State Treasurer Lynn Fitch, March 2014.

NV Nevada Prepaid Tuition 
Program $             237 12,010 N

The [Board] requires a 120% funded status. The program is not backed by the full faith and credit of the State, 
therefore, the Board selected a higher funded status requirement. The Board would consider adjusting the contract 
prices and risk premium (margin) if it reached funded status what was deemed excessive.  But at 130.5% the Board 
has not instituted a formal policy to address funded status. Nevada uses a five-year market cycle smoothing affect 
for their actuarial funded ratio rather than a market funded ratio.

PA Pennsylvania Guaranteed 
Savings Program $          1,796 104,363 N

"Pennsylvania relies on the analyses and expert advice of its actuary in addressing our actuarial status. We do not 
think it is advisable to institute a strict policy of the type you mention in your email [to address a high funded 
status]." -John Stevens, Director

Private Private College 529 Plan $             315 8,089 N None

TX Texas Tuition Promise Fund $             686 29,902 N None

WA Washington Guaranteed 
Education Tuition $          2,094 103,245 N

None.  Washington GET was suspended as of July 2015 and plans to reopen Fall 2017.  The program was suspended 
after artificial premiums were included in pricing to address a significantly underfunded status that was reversed 
unexpectedly and quickly by a two year tuition freeze implemented in 2013, followed by a 5-20% tuition rollback 
implemented in 2015 to come over a two-year period.  The result was considered an untenable status for current 
account owners who saw the value of their accounts decline precipitously because of the tuition policies. (Based on 
GET website and media reports)

(1) Assets and account balances as of December 31, 2016.
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Virginia529.com
Toll-Free 1.888.567.0540

customerservice@virginia529.com
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able-now.com
Toll-Free 1.844.669.2253

customerservice@able-now.com

Facebook.com/VA529 

@Virginia529

Facebook.com/ABLEnowVA 

@ABLEnowVA
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