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Programs Overview

I Virginia529” created by 1994 Virginia I
Acts of Assembly

prepaid tuition program; subsequent amendments
*Body politic and corporate and independent state
agency created to develop, implement and

administer education and disability savings
programs

Active with both national industry
organizations and on federal
legislative and regulatory issues and
initiatives:

*College Savings Foundation (CSF), VA529 CEO

Chairman, 2014-2016; Member, Executive
Committee, 2014-Present

*College Savings Plan Network (CSPN), VA529
CEO Chair, Federal Initiatives Committee, 2012-
Present; Treasurer, 2012-14

« Codified at Title 23.1, Chapter 7
(Va. Code § 23.1-700 et seq.)
« Mandate pre-dates |.R.C. § 529, to implement a
= ; ¥ ;
reference § 529 and savings programs

Education Savings

*VA529 is the largest 529 plan in the country

* Constitutes 21.5% of the national 529 market
*One of eleven™ states offering a prepaid program

As of March 31, 2018
Over 2.6 million accounts & nearly $70 billion AUM

Disability Savings

«2015 General Assembly Session - Amended
Virginia529 Enabling Statute

 Authorized 529A ABLE savings trust accounts to
assist persons w/ disabilities to save toward
qualified disability expenses

* ABLEnow launched: December 2016
* ABLEAmerica to launch in 3Q18
As of March 31, 2018

Over 2,600 accounts & over $8.3 million AUM

*QOriginally, the Virginia Higher Education Tuition Trust Authority
** Source: Strategic Insights — Market Data on 529 Prepaid Plans by Plan as of 1Q 2018

Virgima529
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Virginia529 Program Timeline
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Prepaid529 Savings
Program

contracts provide a
defined benefit and serve
as a hedge against tuition
inflation. Statutory sum
sufficient appropriation.
Key assumptions — long
term investment return,
and tuition and fee
increases.

-Virginia529: program

sponsor & manager.

O
,{,’L
\(\ 0.99

Direct-Sold Savings
Program

with 20 Investment
options including age-
based and static
portfolios with a diverse
range of investment
managers.
-Virginia529: program

sponsor & manager.

Advisor-Sold
Savings Program

with a wide selection of
portfolios from the
American Funds, one of
the largest mutual fund
families in the country.
-Virginia529 is the
program sponsor and the
American Funds is the

program manager.

Direct Savings
Program

in conjunction with two
banks, FDIC-insured
savings accounts.
-Virginia529: program
sponsor & manager.
-CollegeWealth being
discontinued.
-Long-term intent to
transfer accounts/funds
to Invest529 FDIC

Insured Portfolio.

Early Commitment
Scholarship Program

to inspire eligible high
school students to reach
post-secondary goals.
Partnership with
Virginia’s college access
providers.

-Virginia529: program
sponsor & manager.

Disability Savings
Programs
Direct & Advisor-Sold

to encourage and assist
individuals and families in
saving to support
individuals with disabilities.
-Virginia529 is the
program sponsor and
manager for ABLEnow.
-American Funds will be
program manager for
ABLEAmerica.
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Accounts and Assets Under Management as of 31312018

Gross Account Assets Under Percent of
Programs Accounts Growth in fiscal 2017 Management National 529 (and
(Percent) ($ Billions)** 529A) Market****

College Savings

Prepaid529 63,858 5.6% $2.69 11.1%
Direct-Sold Savings Programs

Collrllggez\t/ssgnh 21722,529909 "15.0% ig:gtls "2.1%
Advisor-Sold Savings Program

CollegeAmerica 2,290,665 ***2 6% $61.96 47.3%

Totals** 2,639,412 $69.11 21.5%

ABLEnow 2,615 N/A $8.37 FRIFHT O/

*Includes both Invest529 and CollegeWealth. Growth figures adjusted to exclude 3,350 Invest529 accounts setup during March 2017 to facilitate the Union CollegeWealth Transition.

**Eigures may not foot due to rounding.

***Net Account Growth in Fiscal 2017 (Percent)
****Market shares shown by program represent share of industry AUM for the corresponding product or sales channel (i.e., prepaid, direct-sold savings and advisor-sold savings).

Total market share represents total VA529 assets as a percent of total industry 529 assets.

Virginia529 Account Growth

Fiscal Year 2017* Fiscal Year 2016 Fiscal Year 2015 Fiscal Year 2014
Net Gross Net Gross Net Gross Net Gross
Prepaid529 -1.6% 5.6% -1.9% 5.5% -2.2% 5.0% -1.1% 5.6%
Invest529 12.9% 15.4% 9.7% 13.7% 12.2% 16.5% 11.8% 16.9%
CollegeAmerica 2.6% N/A 2.7% N/A 1.2% N/A 2.8% N/A
CollegeWealth -14.6% 10.4% 11.4% 17.5% 17.9% 23.6% 24.8% 30.7%

* Gross accounts opened during FY as of 3/31/2018, except for CollegeAmerica (net)

Virginia52¢
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Fiscal 2018 Plan Highlights

O RFP for Independent Auditor in conjunction with APA
v Eide Bailly engaged as auditor - March 2018 - for FY2018 audit

QO Implemented new phone system - 8x8

O Continued enhancement of on-line functionality for customers

v Launched online gifting platform v°  Commenced payroll deduction Online Assist

O Statewide payroll system project launched

v" (CIPPS to Cardinal) - recently postponed indefinitely by Administration
Implemented Phase 1 of EDM workflow solution: Human Resources and Document Imaging
Completed dissolution of College Savings Systems (CSS) relationships/contracts

Disaggregated Invest529 Vanguard LifeStrategy Funds in passively-managed portfolios to reduce fees

o O 0O O

H.R. 1 2017 (Federal Legislation) effective January 1, 2018

e 529 Education Savings Plans

v Allows for up to $10,000/student of tuition expenses for public, private or religious elementary or secondary
school as qualified expenses

v' Assets in a 529 education savings account may be rolled to an ABLE disability savings account

¢ 529A Disability Savings Plans

v" A working designated beneficiary may contribute additional amount(s)

v" ABLEnow account owner/beneficiary may claim the federal Savers Credit

Virginla529
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Virginia529’s Mission:
Making college more accessible and affordable...

prepaid529

% Affordability: increased challenges given historic changes in public college and university tuition

e Annual review of actuarial assumptions (long term rate of return, tuition inflation) and pricing methodology
% Contract pricing - primary driver = change in weighted average tuition

e 1996 (1st enrollment) - 73% purchased four-year contract

e 2017-18 (current enrollment) - 18% purchased 8 semester (four-year) contract

e Although contract sales increased 8% in 2017-18 enroliment, average semesters purchased fell from 3.54 to 3.39

0,

% Actions to enhance affordability and accessibility

e In 2013 moved from one year to semester contracts

e Offerinstallment plans as well as lump sum payments

e Moderated price increases in 4 of last 5 years - a balance of risk v. sustainability
* No fees are charged to Prepaid529 participants

e Sustainability Study and development of benefit structure change proposal

Virginla529
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Virginia529’s Mission:
Making college more accessible and affordable... cont)

invest529

May open accounts with no minimum balance, no account opening fees, no minimum contributions

L)

20 low-priced investment options including target date portfolios

Low administrative fees (10 basis points or 1/10th of 1%) - reduced 3 times in last 8 years

Institutional share class fees - with no minimum account balance

Consistently one of fastest growing direct programs in country

Morningstar GOLD rated:

0 Invest529 retained Gold — Morningstar’s highest rating for years 2016 and 2017

0 Morningstar cited the program’s strong managers, recent fee reductions and an asset allocation of the age-

based portfolios that includes a mix of passive and active strategies

o Only 4 of the (over 60) college savings programs evaluated by Morningstar received this rating (vA, IL, Nv, UT)

Morningstar Pillars

Process Positive
Performance Positive
People Positive
Parent Positive
Price Positive

“Virginia continues to lower the plan's cost. After reducing its program management fee to
0.10% from 0.15% in July 2016, the plan has shifted to cheaper share classes in five
underlying funds. The age-based portfolios remain attractively priced, particularly given

their significant use of actively managed strategies.”

Source: Morningstar Invest529 Analysis - October 2017

Virginla529
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JLARC 2017 Quadrennial Actuarial Audit of Virginia529 Prepaid

GRS Primary Findings —

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 the first two years and 6.50 percent

thereafter) are reasonable.

= |n addition, GRS found the data used by Milliman appropriate and that Milliman
followed the appropriate ASOP’s as well as agreeing with other assumptions.

Virginia529°
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JLARC 2017 Quadrennial Actuarial Audit of Virginia529 Prepaid (cont)

GRS’s Summary of Areas Addressed —

0 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).

0 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.

o GRS recommended, as a result of the actuarial soundness, funding level, and average
load on contract pricing, two options to be considered going forward:

 Based on the funding level of the program, VA529 could decrease the pricing
reserve on Prepaid529 contracts.

 Prepaid529 could consider an asset allocation that further reduces risk to maintain
a surplus position if there is adverse future investment experience. They noted that
a change in asset allocation would likely require a change in the investment return
assumption used in the actuarial valuation.

Virginia529°
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JLARC: PROPOSED MOTION JULY 10, 2017

Motion to direct the Virginia529 board to develop a detailed written policy
by May 15, 2018 that sets forth the actions that will be taken to address the
Prepaid529 fund surplus. In developing the policy, the board should
consider, but not be limited to, the following options:

1. Reduce the pricing load on future Prepaid529 contracts; and,

2. Provide rebates or dividends to account holders.

The Commission did not take any action on this motion at the July meeting
but asked the Virginia529 board chairman to address the Commission at
its November 2017 meeting.

o Chairman McLaughlin addressed JLARC on November 13, 2017.

(Copy of comments included in Appendix)

Virginla529
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Prepaid529 Pricing Reserve Management
Milliman Letter dtd. Sept. 2017 Provided to JLARC

« We [Milliman{ are not aware of an industry standard for appropriate target level for the prepaid
program’s actuarial reserve and the reserve component in contract prices among the various
state prepaid tuition programs.

« Unlike pension plans, where the employer is responsible for making annual contributions
toward maintaining a fully-funded plan, a prepaid tuition plan charges a one-time premium for
a contract and cannot go back to the purchaser and ask for more money if tuition grows more
than expected and/or investment returns fall short of those needed to pay promised benefits.

« Milliman has always recommended that prices for prepaid tuition contracts incorporate at
least a 10% stabilization reserve component. The purpose is to build a capital base to support
the program during difficult economic periods. This 10% target is a compromise between
adding enough to build up a capital base and offering a reasonable expected return on
investment for the families that purchase these contracts.

« With a 10% reserve, the expected return on the prepaid tuition contract still exceeds the yield
on high quality tax-free Virginia general obligation municipal bonds.

* Inits relatively short life of 20 years, there have already been two periods where Prepaid529
extperlenced Significant declines to its funded ratio dueto high tuition and/or poor investment
returns.

* Inthe 2000-2003 period, the (Program’s funded ratio fell from 122% to 80%. In the 2007-2009
period, the ratio fell from 107% to 85%. Over the 20-year history of the program, the standard
deviation of the funded ratio is about 14.1%.

» If the prepaid program experienced a two standard deviation decline in the funded ratio this

year, that would eliminate almost the entire reserve. Or, this could happen over a multiple
year period like the 2000-2003 and 2007-2009 events.

hrginia



Prepaid529 Long-term
5 Investment Return
PrepCI|d529 Assumptions
. . . . Year Return
2017 Actuarial Valuation Report - Key Actuarial Assumptions 1996 - 2000 5 0%
2001 7.5%
1. Long-term investment return assumption 6.25% 2002 7.0%
2. Future tuition growth assumption 2003 6.75%
. . . 2004 - 2011 7.0%
0 5% for 2018-19 academic year, increasing to 6.5% thereafter for 01 - 201 pp—.
. . - = o 0
four-year and two-year institutions
2015 - 2018 6.25%
Prepaid529 Actuarially Funded Percentage as of June 30th
160%
140% g 38%
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190% 118%
’ 108% 109% 110%
100% oo, 98% 10?% 1019 103%
100% 93% ag99%, . a90%
80% i
80%
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40%
20%
0%
S S & P & oy S S
N v v v v v > v
Recession: Recession:
Mar 2001 - Nov 2001 Dec 2007 - Jun 2009
(8 months) (18 months)
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JLARC 2017 Prepaid529 Program Investment Study

September 12, 2016: Commission directed JLARC staff “to review the investment management
structure of the VA529 Prepaid529 fund and assess whether there are options to more efficiently
manage the fund, including but not limited to, assigning the management of Prepaid529 investments

to the Virginia Retirement System or the Virginia Department of Treasury.”

Finding 1
» JLARC: Recommends that investment management not be reassigned. Virginia529 has a “well-defined
investment management structure that is similar to other institutional investors and prepaid programs..”
» VA529:
v" VA529 concurs with the finding and recommendation

Finding 2

> JLARC: “Prepaid529 has a well-defined investment management structure that utilizes investment experience
and incorporates checks and balances. The Virginia529 board and its Investment Advisory Committee (IAC)
oversee investment of the Prepaid529 fund. The board and IAC receive guidance and support from Virginia529
staff and an investment consultant when making investment decisions. The investment management structure
for Prepaid529 is similar to those in other states where a college savings plan agency, as opposed to a state
treasurer or investment board, is responsible for investment management of prepaid programs.”

» VAbL29:
v" VA529 concurs with the finding

Virgima529
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JLARC 2017 Prepaid529 Program Investment Study (cont.)

JLARC Recommendations Addressed

Virginia529 should contract with a third party to conduct an independent v
review of Prepaid529 benchmarks

Virginia529 should perform attribution analysis of the Prepaid529 fund at v
the total fund and asset class level

Virginia529 should work with an executive search firm and gather input
from the board and members of the IAC to establish roles and v
responsibilities of an Investment Director position

The General Assembly may wish to consider amending Virginia529’s
Enabling Act to create an Investment Director position that would have v
“investment responsibility” at Virginia529

Virginia529 should change the IAC Charter to remove the CFO as an ex- v
officio voting member

Virginia529°
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Prepaid529 — 2016 Sustainability Study

o Prepaid529 is a popular and successful program which weathered two recessions in
its relatively short 21 year history - but, required review in light of challenges posed

by:

* Unpredictable tuition growth;

 Changes in tuition and fee funding models (differential tuition, credit-hour
pricing, low-cost options);

» Disparity among low- to high-tuition public institutions within Commonwealth;
» Customer expectations of Prepaid529 in light of changes to funding models;

* Proposed legislation impacting tuition and fee models that may impact
Prepaid529; and

» Changing patterns and choices for post-secondary education.

o Challenges highlighted to Commission starting with first presentation in 2012

Virgima529
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Prepaid529 — 2016 Sustainability Study (cont.)

o0 September 2015 - Virginia529 Board authorized a study, completed in 2016, to examine the
long-term sustainability of the Prepaid529 model and the optimum program features for the
future. Many options considered, including:

I Maintain the current program unchanged,;

ii. Maintain the status quo but with minimal modifications (e.g., single-price model; single-tier pricing);
iii.  Close the current program to new enrollment and manage existing contracts through depletion;

iv.  Consider a new structure, such as weighted average payout program for new contracts; and/or

V. Consider a new structure that includes risk sharing among Virginia529 and Virginia public higher
education institutions for new contracts. Florida, Texas and Private College 529 provide possible
templates for this model.

o October 2016, Board authorized (i) single tier contract for the 2016-2017 enrollment period and
(i) staff to explore the development and implementation of changes to Prepaid529.

o Summer 2017, Virginia529 met with higher education institutions, General Assembly members
and Administration to review and discuss proposed changes.

o October 2017, Board approved legislative proposal to change the benefit structure
of the prepaid program, prospectively.

o December 2017, Virginia529 requested legislation, introduced as HB1199 & SB656, to authorize
a new benefit structure.

Virgima529
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Advantages of weighted average tuition (WAT) Benefit Structure

v Significant reduction in cost of getting started;
(100 Units = 1 Year WAT v. 1 unit = 1 semester)

v" Reduced contract price versus the existing program structure;
v" Reduce risk of very high payouts to high-cost institutions;

v Eliminate the wide dispersion of payment amounts to different public institutions
in Virginia,

v Eliminate the issues with no coverage of differential tuition;

v Increase flexibility of coverage - use for all qualified higher education expenses
(tuition and fees, books, room and board, and equipment);

v Increase flexibility of payments — Account Owner chooses timing of payment,
earlier than current; and

v Increase flexibility of use - same benefit for Virginia public, in-state private or out-
of-state depending on best option for student and family.

Virgima529
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Comparing Current and New Prepaid529 WAT Program

Prepaid529 Current

SEmET WAT Program Program
Affordable-lower entry price v
Reduces Virginia529's risk profile v

Benefits available for all qualified 529 expenses v

Institutions receive funds before add-drop date v

Increased flexibility for Account Owners and v
Beneficiaries

Virginia State Tax-Deduction v v

P

Virginia529°
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Prepaid529 Semester Contract Sales by Type

Contract Type as a Percent of Total Contracts by Enroliment Year

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

1997 -
1998 -
1999 -
2005 -
2006 -
2007 -
2008 -
20009
2010 -
2011
2012 -
2013
2014 -
2015 -
2016
2017

O
D
[e)]
—

2001
2002
2003

Type of Contract PCEIONN 1997 1998 1999 2001 2002 2003 2005 2006 2007 2008 2009 2010 2011 2012

2018

1 Semester Tier II* N/A N/A N/A N/A N/A N/A N/A NA NA NA NA NA NA NA NA 10%

2 Semester Tier Il 0.5% 1.0% 1.0% 1.1% 05% 04% 0.4% 1.0% 13% 22% 2.0% 19% 22% 19% 23% 1.0%

4 Semester Tier Il 6.6% 7.6% 7.5% 43% 29% 22% 18% 2.7% 35% 3.4% 43% 35% 33% 35% 3.6% 2.2%
4SemTier ll+4SemTierl  1.5% 2.0% 1.7% 4.9% 45% 4.1% 3.4% 3.7% 42% 55% 39% 27% 28% 19% 18% 1.2%
1 Semester Tier |* N/A N/A- N/A N/A N/A N/A N/A NA NA NA NA NA NA NA N/A 10.5%

2 Semester Tier | 6.7% 9.5% 11.8% 10.4% 7.4% 6.3% 7.1% 10.2% 12.1% 14.6% 14.8% 18.1% 19.2% 19.8% 24.8% 22.3%

4 Semester Tier | 7.1% 83% 8.7% 10.8% 9.8% 10.7% 11.2% 14.2% 14.7% 14.3% 14.3% 17.3% 16.1% 17.4% 17.1% 16.1%

8 Semester Tier | 73.4% 65.4% 63.3% 59.2% 64.9% 67.5% 67.8% 59.2% 54.9% 53.0% 52.4% 48.5% 48.3% 48.6% 45.5% 35.8%
Other 4.1% 62% 6.0% 93% 9.9% 87% 84% 9.0% 93% 7.0% 83% 8.0% 8.1% 69% 4.9% 10.0%

m Other

W 8 Semester Tier |

M 4 Semester Tier |

M 2 Semester Tier |

m 1 Semester Tier I*

M4 Sem Tier I+ 4 Sem Tier |

W 4 Semester Tier |l

2 Semester Tier |l

1 Semester Tier II*

2013 2014 2015 2016 2017*" [plok]

1.2%
1.0%
2.5%
1.3%
16.9%
21.2%
15.4%
29.7%
10.9%

2.0%
0.7%

1.6%
0.9%
1.8% 2.2%
1.1% 1.1% N/A N/A
22.6% 28.2% 31.3% 34.9%
20.7% 21.7% 22.6% 22.6%
13.9% 14.9% 15.2% 14.0%
24.6% 19.7% 20.5% 18.0%
12.6% 9.8% 10.4% 10.5%

N/A
N/A

N/A
N/A
N/A  N/A

*Beginning with the 2012/2013 enrollment period, contracts offered on a semester basis as opposed to a full year
**Beginning with the 2016/2017 enrollment period, Tier |l contracts were eliminated

Virgima529
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Tuition

Virginia Public University Tuition and Fee Ranges

$24,000
$22,000 —
$20,000 _— |
$18,000 || _— |
$16,000 — — — —
$14,000 —— — — — —
$12,000 —
$10,000 —
$8,000
$6,000 -
$4,000 +—
$2.000 === Fnrollment Weighted Average 2
S0
— (o] o < N Vo] ~ e} [e2) o — o~ m * * * * *
& 8 g8 8§ € g8 g8 g 8 & & g &g 3 &L & 5 =&
Academic ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~N o o o o o
o - N on < LH O ™~ o o o - ~ | o o o N
Years o o o o o o o o o o — — — 1) < LN © ~
o o o o o o ) o o o o o o I — — ~ ~

Academic

Year

#Snlizzt $ 2950 $ 3069 $329% $ 3840 $429%5 $ 4670 $ 5056 $ 5322 $ 5560 $ 5972 $ 6327 $ 6700 $ 680 $ 7226 $ 7,552 $ 8,226 $ 8472 $ 8,726
I_-Il_ll?l:iit $ 6148 $ 6294 $ 6817 $ 7584 $ 8054 $ 8666 $ 9,473 $10,048 $10,556 $11,190 $12,328 $13,184 $13,835 $15463 $17,656 $19,372 $21,234 $ 22,044

Average (1) $ 3,793 $ 3,883 $ 4,472 $ 5135 $ 5606 $ 6,065 $ 6635 $ 7,087 $ 7,587 $ 8,043 $ 8833 $ 9540 $ 9,923 $10,446 $10,969 $11,583 $12,045 $ 12,540

Weighted

Average (2 $ 3793 $ 3843 $ 4122 $ 5033 $ 5559 $5990 $ 6529 $6966 $ 7562 $ 7,912 $ 8803 $ 9,507 $ 9,856 $10,225 $10,797 $11,409 $11,961 $ 12,494

1. Simple average of tuition and fee amounts paid from Prepaid529 per academic year. 2. Enrollment-weighted average tuition and fees as shown in Virginia529 Prepaid529 Annual Valuation report.
*Highest tuition paid represents the highest Virginia529 payout based on student cohorts under the William & Mary Promise

Virginia5-
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Sheet1

		

				Academic Year		Highest Tuition		Lowest Tuition		Delta		Average		Weighted Average

				2000-2001		6,148		2,950		3,198		3793		3,793

				2001-2002		6,294		3,069		3,225		3883		3,843

				2002-2003		6,817		3,296		3,521		4,472		4,122

				2003-2004		7,584		3,840		3,744		5,135		5,033

				2004-2005		8,054		4,295		3,759		5,606		5,559

				2005-2006		8,666		4,670		3,996		6065		5,990

				2006-2007		9,473		5,056		4,417		6,635		6,529

				2007-2008		10,048		5,322		4,726		7,087		6,966

				2008-2009		10,556		5,560		4,996		7,587		7,562

				2009-2010		11,190		5,972		5,218		8,043		7,912

				2010-2011		12,328		6,327		6,001		8,833		8,803

				2011-2012		13,184		6,700		6,484		9,540		9,507

				2012-2013		13,835		6,860		6,975		9,923		9,856

				2013-2014*		15,463		7,226		8,237		10,446		10225

				2014-2015*		17,656		7,552		10,104		10,969		10,797

				2015-2016*		19,372		8,226		11,146		11,583		11,409

				2016-2017*		21,234		8,472		12,762		12,045		11,961

				Academic Year		2000-2001		2001-2002		2002-2003		2003-2004		2004-2005		2005-2006		2006-2007		2007-2008		2008-2009		2009-2010		2010-2011		2011-2012		2012-2013		2013-2014*		2014-2015*		2015-2016*		2016-2017*		2017-2018*

				Lowest Tuition		$   2,950		$   3,069		$   3,296		$   3,840		$   4,295		$   4,670		$   5,056		$   5,322		$   5,560		$   5,972		$   6,327		$   6,700		$   6,860		$   7,226		$   7,552		$   8,226		$   8,472		$   8,726

				Highest Tuition		$   6,148		$   6,294		$   6,817		$   7,584		$   8,054		$   8,666		$   9,473		$   10,048		$   10,556		$   11,190		$   12,328		$   13,184		$   13,835		$   15,463		$   17,656		$   19,372		$   21,234		$   22,044

				Average (1)		$   3,793		$   3,883		$   4,472		$   5,135		$   5,606		$   6,065		$   6,635		$   7,087		$   7,587		$   8,043		$   8,833		$   9,540		$   9,923		$   10,446		$   10,969		$   11,583		$   12,045		$   12,540

				Weighted Average (2)		$   3,793		$   3,843		$   4,122		$   5,033		$   5,559		$   5,990		$   6,529		$   6,966		$   7,562		$   7,912		$   8,803		$   9,507		$   9,856		$   10,225		$   10,797		$   11,409		$   11,961		$   12,494
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*Highest tuition paid represents the highest Virginia529 payout based on student cohorts under the William & Mary Promise
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Prepaid529 Contract Pricing

Discount backward at compound growth rate
PV=FV/(1+rate)N

Accumulate forward at compound growth rate
FV =PV x (1 +rate)N

Compounded Increase in Average Tuition & Fees

University C(J(;.lnleugr;ity
Over the last 5 years: 4.7% 4.7%
Over the last 10 years: 6.2% 8.8%
Over the last 15 years: 7.9% 10.6%
Over the last 20 years: 5.6% 6.7%
Over the last 25 years: 5.7% 6.7%

2017-2018 Weighted Average Tuition and Fees = $12,494.
Tuition expected to grow at 5.0% for one years and then
6.5% per year thereafter. Projected tuition is discounted to a
present value using the investment return assumption

$30,000 -
Projected
$25,000 4 Tuition
$23,123
$20,000 - Future Value (FV)
= t Val (PV) in N Years
resen alue
= __
Today <
S
4.25% Investment Return Assumption
$15,000 1 g15,250 5.25% Investment Return Assumption
$13,862 6.25% Investment Return Assumption
$12,61 7.25% Investment Return Assumption
$11,a8 8.25% Investment Return Assumption
$10.000 - $10,465
Present VValue at 4.25% = 122% of current tuition
Present Value at 5.25% = 111% of current tuition
©5.000 1 Present Value at 6.25% = 1012 of current tuition
' Present VValue at 7.25% = 92% of current tuition
Present Value at 8.25% = 84% of current tuition
$0 : : : : : : : : :
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027

Source: Milliman 2018 Actuarial Methods for Pricing Prepaid Tuition Contracts and the Annual Valuation Presentation and 2017 Actuarial Valuation Report

Virgima529
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prepaid529 Asset Allocation

us TIPS Cash Hedge Funds

Stable Value 5.1% 0.2% 5.0% Private Equity
Mortgage-Backed 5.1% 7.4%
Securities
2.9% Private Real Estate
3.7%

Intermediate Corporate
Bonds
2.9%

Emerging Markets Equity
7.3%
Bank Loans
9.0%

International Equity
9.7%

High Yield Bonds

9.8%
Private Fixed Income Domestic Equity
0.2% 14.6%

Emerging Markets Debt

10.1% Convertibles

7.1%

% of Fund 9% Target

as of March 31, 2018

Virginia529
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Prepaid529 Historical Funded Status and Actuarial Reserve
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		One Year Return		One Year Return

		Three Year Return		Three Year Return

		Five Year Return		Five Year Return

		Ten Year Return		Ten Year Return

		Since Inception		Since Inception



Prepaid529 Total Fund

Benchmark
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0.0855

0.0526

0.0557
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0.0542

0.0542

0.0632

0.058
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				Prepaid529 Total Fund		Benchmark

		One Year Return		8.16%		8.55%

		Three Year Return		5.26%		5.57%

		Five Year Return		5.31%		5.45%

		Ten Year Return		5.42%		5.42%

		Since Inception		6.32%		5.80%

				To resize chart data range, drag lower right corner of range.
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		2005		2005
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		2009		2009
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		2011		2011
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		2013		2013

		2014		2014

		2015		2015

		2016		2016
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Actual

Actuarial Assumption

One Year Returns by Fiscal Year
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		Year		Actual		Actuarial Assumption

		1998		10.38%		8.00%

		1999		7.55%		8.00%

		2000		7.58%		8.00%

		2001		1.43%		7.50%

		2002		-1.37%		7.00%

		2003		5.64%		6.75%

		2004		14.91%		7.00%

		2005		10.05%		7.00%

		2006		9.82%		7.00%

		2007		14.60%		7.00%

		2008		-4.32%		7.00%

		2009		-16.27%		7.00%

		2010		18.72%		7.00%

		2011		19.03%		7.00%

		2012		1.04%		6.75%

		2013		8.40%		6.75%

		2014		11.80%		6.75%

		2015		1.20%		6.25%

		2016		0.10%		6.25%

		2017		10.70%		6.25%
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Rated Gold
by investment
research firm

| Morningstar
s — W

“A well-diversified approach, strong underlying investments, and a
competitive price tag make Virginia's Invest529 plan a topnotch option for
college savers. The plan retains its Morningstar Analyst Rating of Gold.”

“The plan complements the traditional stock and bond funds in its
age-based portfolios (recently renamed to reflect beneficiaries'
anticipated college date) with specialty asset classes not often found in
direct-sold 529 plans.”

“Virginia continues to lower the plan's cost. After reducing its program
management fee in July 2016, the plan has shifted to cheaper share
classes in five underlying funds. The age-based portfolios remain
attractively priced, particularly given their significant use of actively
managed strategies.”

--Jeff Holt, CFA

“The plan's approach has delivered over the long run, as each age-based
portfolio with at least a five-year record topped its custom benchmark since
inception as of August 2017.”

“Virginia residents may deduct up to $4,000 of contributions per account
from their state income, leaving little reason to look elsewhere. The
attractive offerings mean nonresidents may also want to size it up against
other plans.”

CollegeAmerica’

Rated Silver
by investment
research firm
Morningstar

“Virginia's CollegeAmerica boasts low fees and one of the 529 industry's
strongest lineups of equity and allocation funds. It remains a top choice
among advisor-sold options, leading to a Morningstar Analyst Rating of
Silver.”

“We rate 19 of the plan's equity and allocation funds; all but one come
recommended by us, and 10 receive ratings of Gold, a mark of our highest
conviction in the funds' potential to deliver strong results.”

“The equity options are a diverse bunch, but they're all united by a long-
term outlook and multimanager structure that have produced low-
turnover and well-diversified portfolios.”

“In the 529 space or otherwise, few investment firms have actively
managed strategies that inspire similar levels of confidence.”

“The plan also offers some of the lowest-priced investments in the
advisor-sold space, which gives investors a discernible head start over
the competition...... an improved fixed-income operation combined with
[American Fund's] rightfully lauded equity team makes for a strong
advisor-sold college savings plan.”
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iInVest529

Invest529 AUM exceeded $4 Billion as of July 2017

Disaggregated Invest529 Vanguard LifeStrategy Funds in passively managed portfolios
Provides a defined contribution saving vehicle as a compliment to Prepaid529

Consistent returns — long-term outperformance relative to benchmarks

Institutional share class fees - no minimum investment beyond $25 opening balance

Offers mix of low-cost, passively and actively-managed static portfolios and age-based portfolios

Invest529 Age-Based Portfolios —

v' Evolved Invest529 Age-based Portfolios pursuant to glide path
v' Added Private Real Estate as a component of Invest529 Age-based Portfolios
v' Two year transition step prior to final evolution in Age-Based Portfolios

0 100% Fixed-Income (65% stable value, 20% bond index, 10% emerging debt, 5% high yield bonds)
transitioning to 100% stable value

0 Maintain conservative mix while recognizing continued tuition increases while in college

v Flexible glide path entry based on participant’s risk tolerance, with suggested age bands

0 Beneficiary age ranges are suggestions only — allows for a more conservative or aggressive track depending on

investor preference

v' Progressive glide path - Age-Based Rebalancing Policy provides for interim changes to smooth the evolution between
three-year stages
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. Invest529

irginia529 Mo Pl P S

Current 3 Months Cal Year 1 Year 3 Year 5 Year 10 Year Inception  Inception
Month Ending Ending Ending Ending Ending Ending Ending Date
AGE-BASED PORTFOLIOS
2036 Portfolio -0.50 -0.68 -0.68 11.36 13.95 Jan-17
2036 Benchmark -0.52 -0.58 -0.58 12.28 14.37
2033 Portfolio -0.57 -0.55 -0.55 11.10 6.37 6.61 Jan-14
2033 Benchmark -0.57 -0.59 -0.59 11.53 6.49 6.65
2030 Portfolio -0.43 -0.52 -0.52 9.96 5.86 6.93 7.28 Jan-11
2030 Benchmark -0.41 -0.56 -0.56 10.21 5.92 7.03 7.21
2027 Portfolio -0.36 -0.49 -0.49 8.82 5.8, 6.35 557 5.20 Feb-08
2027 Benchmark -0.36 -0.58 -0.58 8.84 5.31 6.40 5.37 5.08
2024 Portfolio -0.30 -0.43 -0.43 7.75 4.85 5,75 545 5.47 Aug-05
2024 Benchmark -0.31 -0.55 -0.55 7.57 4.78 5.72 4.67 5.03
2021 Portfolio -0.05 -0.35 -0.35 6.00 3.94 4.89 4.66 5.64 Jan-02
2021 Benchmark -0.03 -0.45 -0.45 5.78 3.85 4.84 4.25 5.18
2018 Portfolio 0.23 -0.03 -0.03 3.41 2.56 3.70 4.12 4.32 Jan-00
2018 Benchmark 0.25 -0.16 -0.16 3.18 2.48 3.67 3.64 3.26
2015 Portfolio 0.17 0.49 0.49 1.85 2.02 2.74 3.60 3.99 Jan-00
2015 Benchmark 0.20 0.57 0.57 1.97 1.77 2.56 2.94 3.01
PASSIVELY-MANAGED STATIC PORTFOLIOS
Aggressive Growth Portfolio -0.99 -0.54 -0.54 12.22 7.32 8.93 6.41 6.25 Jan-02
Aggressive Growth Benchmark -1.33 -0.77 -0.77 12.34 7.47 8.99 6.90 6.56
Moderate Growth Portfolio -0.55 -0.56 -0.56 9.56 5.98 725 5.83 5.80 Jan-02
Moderate Growth Benchmark -0.81 -0.74 -0.74 9.65 6.06 7.15 6.15 6.02
Conservative Income Portfolio 0.33 -0.67 -0.67 4.28 2.89 3.73 4.04 4.25 Jan-02
Conservative Income Benchmark 0.22 -0.75 -0.75 4.37 3.15 3.49 4.05 4.25
Total Stock Market Portfolio -1.99 -0.60 -0.60 13.80 10.09 12.88 9.56 8.45 Aug-05
Ttl Stock Mkt Benchmark -1.99 -0.63 -0.63 13.77 10.08 12.89 9.55 8.45
Total Bond Market Portfolio 0.63 -1.49 -1.49 1.04 1.01 1.61 3.43 3.72 Sep-05
Ttl Bond Mkt Benchmark 0.63 -1.51 -1.51 1.14 1.08 1.68 3.45 3.72
Ttl International Stock Portfolio -0.64 -0.46 -0.46 16.98 6.81 6.25 2.66 SN Sep-05
Ttl Int'l Stock Benchmark -1.64 -1.11 -1.11 16.95 6.96 6.83 2.78 4.87
Inflation-Protected Securities Portfolio 1.00 -0.95 -0.95 0.54 1.09 -0.17 2.59 3.37 Sep-05
Inflation-Protected Benchmark 1.04 -0.82 -0.82 0.82 1.18 -0.10 2.74 3.47
REIT Portfolio 3.86 -8.09 -8.09 -4.52 0.69 5.64 6.36 6.37 Sep-05
REIT Benchmark 3.90 -8.12 -8.12 -4.48 0.76 571 6.11 6.17
FDIC-Insured Portfolio 0.05 0.13 0.13 0.43 0.42 Jan-17
FDIC-Insured Benchmark 0.12 0.32 0.32 0.97 0.85
ACTIVELY-MANAGED STATIC PORTFOLIOS
Active Aggressiwve Portfolio -0.53 -0.67 -0.67 11.46 11.69 Oct-15
Active Aggressive Benchmark -0.52 -0.57 -0.57 12.28 12.18
Active Moderate Portfolio -0.33 -0.53 -0.53 8.37 8.71 Oct-15
Active Moderate Benchmark -0.36 -0.58 -0.58 8.43 8.69
Active Conservative Portfolio -0.04 -0.41 -0.41 5.20 5.62 Oct-15
Active Conservative Benchmark -0.03 -0.45 -0.45 5.05 5.41
Socially Targeted Portfolio -0.68 -0.22 -0.22 11.54 8.86 11.76 12.81 Now-09
Socially Targeted Benchmark -2.55 -0.79 -0.79 13.89 10.65 13.16 13.96
Stable Value Portfolio 0.17 0.49 0.49 1.86 1.68 1.55 2.47 3.50 Jan-00
Stable Value Benchmark 0.20 0.57 0.57 1.97 1.37 1.17 1.30 2.63

Note: Performance Returns are calculated by BNY Mellon Asset Servicing. They are presented net of management fees and Invest529 administrative fees.



CollegeAmerica
an Advisor-Sold Program

« Investment options:

UAmerican Funds mutual funds (closed architecture)
o Performance reviewed quarterly by IAC and Board

o0 American Funds mutual fund investment options approved annually

% Omnibus Conversions / Transitions — Update

o Edward Jones, Wells Fargo Advisors, Raymond James and over 140 dealers that participate in the Pershing 529
omnibus platform can hold College America assets directly on their systems

0 2016 — Raymond James converted their 529 accounts resulting in a 38% increase in sales YTD

0 2017 - Merrill Lynch launched CollegeAmerica on their brokerage omnibus platform (May). Morgan Stanley expected
to launch CollegeAmerica on their omnibus platform (September)

0 2018 and beyond — Active discussions continue with dealer firms including National Financial (NFS)/Fidelity, Charles
Schwab, LPL, and UBS

s Silver-rated by Morningstar
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ABLEnow ’lBLEnow

Investment
Portfolios

Achieving a Better Life Experience

Aggressive Growth

Vanguard LifeStrategy
Growth Fund

Approx. B0% Equity
Approx. 20% Fixed Income

Conservative Income Who is Eligible?
Vanguard LifeStrategy )
||fgngme Fund °d Individuals who developed the onset of their disability before the age of 26
; . 20% Equity may be eligible to open an ABLEnow account. ABLEnow accounts are available
Approx, B0% Fixed Income to eligible U.S. citizens and legal residents, regardless of state residency:.
Why Save with ABLEnow?
Moderate Growth It's Flexible ABLEnow Card
) ABLEnow accounts are designed to be flexible—easy to
Vanguard LifeStrategy manage, easy to contribute and easy to use to pay for ABLEnow
Moderate Growth Fund qualified disability expenses. There's no minimm to
Approx. B0% Equity open an account. Pay for qualified expenses online or

Approx, 40% Fixed Income

Money Market

It's Tax-Advantaged

with the ABLEnow Card.

Earnings grow free from fedeoral taxes. In addition,
zome states may offer state tax ineentives. For example,
in Virginia, earnings grow free from federal and state
taxes. Virginia also offers an annuel state income tax

deduction of up to $2,000 per contributor for

Fidelity® Investments M ) contributions to an ARLEnow account.

Market Government Portfolio
100% Cash & cash squhrslerts It Doesn't Impact Benefits

Generally, funds in an ABLEnow account are disregarded when determining
eligibility for certain federal means-tested benefits programs, such as Medieaid
and Supplemental Security Income (SSI). For these rules and details, please
visit able-now.com.



Qualified Disability Expenses

ABLEnow aceounts may be used Lo pay a variety of expenses
related to maintaining health, independence and quality of life,

! D = & G | X a8 seangs scoounts bori ¥ "
X @ Convert = [ Select
RESOURCES CONTACT i
A B L E n ow What is ABLEnow Eligibility Qualified Expenses Investments Stay Informed p
.h._\_ ' I 5 = | |

Basic living Health Housing Financial
eﬂFEI'ﬁE."‘ and wel eSS managem et

Now, a bett
a B B » quality of life

| | for people with
and frain ng technol ogy - aeg s
' ; disabilities.

Transportafion Education Aszistive Legal fees

Watch the Video »

By gl ; _— -
S 66 a0 ABLEnow cccount will allew cur fami v to

e i

save for Larry’s future. He'll be able to have his
own money. [he finoncial stability ABLEnow
offers will give hirm freadom and
independence.”

ABLE - Accounts and Assets Under Management

Asof: March 31,2018

€6 AR Enow allows many parents te plan for thair AssetsUnder  Current Month ~ Change from

chiled’s future for the first time, Anyane can Program Accounts Management  Additions/Conts.”) Prior Month ~ June 30, 2017
:C.rth:h:l..‘e Tfr:rrjii',,-' l-.u?dl.fl'-i?.rfls and roney ABLEnow
saved in this account won't jeopardize disability
hanefits. Total Active Accounts @ 2,615 201 * 8.3% 1517
Total Dollars Under Management $ 8368967 $ 635,120 8.2% 2,780,851
ABLEnow Portfolios Consumers with Balance ~ Total Assets
Money Market 131 % 491,283 53,094 12.1% 128,264
€€ This offers hope for the fuure Before ABLEnow, Conservative Income 51§ 145225 25,311 21.1% 26,156
| could only have enough funds in my account Moderate Growth 102 $ 621,074 9,152 18.3% 147,600
SPEIINRY T8 teoieniang. o) o Aggressive Growth 178 $ 159488 100,495 6.7% 435,636
FhOr Beleling o neqk e pnd: el ok o Wiy ABLEnow Deposit Account Consumers with Balance  Total Assets
@5 much goout ”"'I'_! TuTune,
NOW Account NA $ 551719 360,067 7.0% 2,043,195

Learn more at able-now.com 34




March 2018

		ABLE - Accounts and Assets Under Management 

						As of :		March 31, 2018

												Assets Under 				Current Month				Change from 

				Program				Accounts				 Management				Additions/Conts. (1)				Prior Month						June 30, 2017

		ABLEnow

		Total Active Accounts (2)						2,615								201		*		8.3%						1,517

		Total Dollars Under Management 										$   8,368,967				$   635,120				8.2%						2,780,851



				ABLEnow Portfolios				Consumers with Balance				Total Assets 

				Money Market 				131				$   491,283				53,094				12.1%						128,264

				Conservative Income 				51				$   145,225				25,311				21.1%						26,156

				Moderate Growth				102				$   621,074				96,152				18.3%						147,600

				Aggressive Growth				178				$   1,594,188				100,495				6.7%						435,636

				ABLEnow Deposit Account				Consumers with Balance				Total Assets 

				NOW Account				N/A				$   5,517,196				360,067				7.0%						2,043,195







		Glossary

				(1) Current month additions/contributions is a net amount. For contract amounts, new accounts are netted against cancellations.  Total Dollars Under Management is the net of contributions and market changes.

				(2) Total Unique Active Accounts is defined as unique open accounts at period end.  An account could have multiple investment options.

		Notes 

		*		During the month of February, in partnership with PNC, we chose to close 543 ABLE-now accounts primarily due to zero balance/no activity. These accounts were opened prior to the enhanced IDV fraud controls that we now have in place.





February 2018

		ABLE - Accounts and Assets Under Management 

						As of :		February 28, 2018

												Assets Under 				Current Month				Change from 

				Program				Accounts				 Management				Additions/Conts. (1)				Prior Month						June 30, 2017

		ABLEnow

		Total Active Accounts (2)						2,414								(311)		*		-11.4%						1,517

		Total Dollars Under Management 										$   7,733,848				$   756,505				10.8%						2,780,851



				ABLEnow Portfolios				Consumers with Balance				Total Assets 

				Money Market 				125				$   438,189				34,694				8.6%						128,264

				Conservative Income 				44				$   119,914				6,599				5.8%						26,156

				Moderate Growth				88				$   524,921				46,908				9.8%						147,600

				Aggressive Growth				162				$   1,493,693				191,356				14.7%						435,636

				ABLEnow Deposit Account				Consumers with Balance				Total Assets 

				NOW Account				N/A				$   5,157,130				476,947				10.2%						2,043,195







		Glossary

				(1) Current month additions/contributions is a net amount. For contract amounts, new accounts are netted against cancellations.  Total Dollars Under Management is the net of contributions and market changes.

				(2) Total Unique Active Accounts is defined as unique open accounts at period end.  An account could have multiple investment options.

		Notes 

		*		During the month of February, in partnership with PNC, we chose to close 543 ABLE-now accounts primarily due to zero balance/no activity. These accounts were opened prior to the enhanced IDV fraud controls that we now have in place.





January 2018

		ABLE - Accounts and Assets Under Management 

						As of :		January 31, 2018

												Assets Under 				Current Month				Change from 

				Program				Accounts				 Management				Additions/Conts. (1)				Prior Month						June 30, 2017

		ABLEnow

		Total Active Accounts (2)						2,725								192				7.6%						1,517

		Total Dollars Under Management 										$   6,977,343				$   1,488,601				27.1%						2,780,851



				ABLEnow Portfolios				Consumers with Balance				Total Assets 

				Money Market 				106				$   403,495				85,735				27.0%						128,264

				Conservative Income 				40				$   113,315				27,858				32.6%						26,156

				Moderate Growth				76				$   478,013				158,267				49.5%						147,600

				Aggressive Growth				142				$   1,302,337				386,689				42.2%						435,636

				ABLEnow Deposit Account				Consumers with Balance				Total Assets 

				NOW Account				N/A				$   4,680,183				830,052				21.6%						2,043,195







		Glossary

				(1) Current month additions/contributions is a net amount. For contract amounts, new accounts are netted against cancellations.  Total Dollars Under Management is the net of contributions and market changes.

				(2) Total Unique Active Accounts is defined as unique open accounts at period end.  An account could have multiple investment options.





December 2017

		ABLE - Accounts and Assets Under Management 

						As of :		December 31, 2017

												Assets Under 				Current Month				Change from 

				Program				Accounts				 Management				Additions/Conts. (1)				Prior Month						June 30, 2017

		ABLEnow

		Total Active Accounts (2)						2,533								261				11.5%						1,517

		Total Dollars Under Management 										$   5,488,742				$   790,490				16.8%						2,780,851



				ABLEnow Portfolios				Consumers with Balance				Total Assets 

				Money Market 				90				$   317,760				37,046				13.2%						128,264

				Conservative Income 				33				$   85,457				20,500				31.6%						26,156

				Moderate Growth				63				$   319,746				63,009				24.5%						147,600

				Aggressive Growth				121				$   915,648				120,625				15.2%						435,636

				ABLEnow Deposit Account				Consumers with Balance				Total Assets 

				NOW Account				N/A				$   3,850,131				549,310				16.6%						2,043,195







		Glossary

				(1) Current month additions/contributions is a net amount. For contract amounts, new accounts are netted against cancellations.  Total Dollars Under Management is the net of contributions and market changes.

				(2) Total Unique Active Accounts is defined as unique open accounts at period end.  An account could have multiple investment options.





November 2017

		ABLE - Accounts and Assets Under Management 

						As of :		November 30, 2017

												Assets Under 				Current Month				Change from 

				Program				Accounts				 Management				Additions/Conts. (1)				Prior Month						June 30, 2017

		ABLEnow

		Total Active Accounts (2)						2,272								127				5.9%						1,517

		Total Dollars Under Management 										$   4,698,252				$   418,954				9.8%						2,780,851



				ABLEnow Portfolios				Consumers with Balance				Total Assets 

				Money Market 				82				$   280,714				23,640				9.2%						128,264

				Conservative Income 				28				$   64,957				7,180				12.4%						26,156

				Moderate Growth				51				$   256,737				31,673				14.1%						147,600

				Aggressive Growth				105				$   795,023				85,456				12.0%						435,636

				ABLEnow Deposit Account				Consumers with Balance				Total Assets 

				NOW Account				N/A				$   3,300,821				271,005				8.9%						2,043,195







		Glossary

				(1) Current month additions/contributions is a net amount. For contract amounts, new accounts are netted against cancellations.  Total Dollars Under Management is the net of contributions and market changes.

				(2) Total Unique Active Accounts is defined as unique open accounts at period end.  An account could have multiple investment options.





October 2017

		ABLE - Accounts and Assets Under Management 

						As of :		October 31, 2017

												Assets Under 				Current Month				Change from 

				Program				Accounts				 Management				Additions/Conts. (1)				Prior Month						June 30, 2017

		ABLEnow

		Total Active Accounts (2)						2,145								200				10.3%						1,517

		Total Dollars Under Management 										$   4,279,298				$   361,568				9.2%						2,780,851



				ABLEnow Portfolios				Consumers with Balance				Total Assets 

				Money Market 				81				$   257,074				23,906				10.3%						128,264

				Conservative Income 				27				$   57,777				10,893				23.2%						26,156

				Moderate Growth				48				$   225,064				29,054				14.8%						147,600

				Aggressive Growth				98				$   709,567				29,993				4.4%						435,636

				ABLEnow Deposit Account				Consumers with Balance				Total Assets 

				NOW Account				N/A				$   3,029,815				267,722				9.7%						2,043,195







		Glossary

				(1) Current month additions/contributions is a net amount. For contract amounts, new accounts are netted against cancellations.  Total Dollars Under Management is the net of contributions and market changes.

				(2) Total Unique Active Accounts is defined as unique open accounts at period end.  An account could have multiple investment options.





September 2017

		ABLE - Accounts and Assets Under Management 

						As of :		September 30, 2017

												Assets Under 				Current Month				Change from 

				Program				Accounts				 Management				Additions/Conts. (1)				Prior Month						June 30, 2017

		ABLEnow

		Total Active Accounts (2)						1,945								81				4.3%						1,517

		Total Dollars Under Management 										$   3,917,730				$   289,781				8.0%						2,780,851



				ABLEnow Portfolios				Consumers with Balance				Total Assets 

				Money Market 				72				$   233,168				42,607				22.4%						128,264

				Conservative Income 				25				$   46,884				2,714				6.1%						26,156

				Moderate Growth				45				$   196,010				6,091				3.2%						147,600

				Aggressive Growth				95				$   679,574				83,710				14.0%						435,636

				ABLEnow Deposit Account				Consumers with Balance				Total Assets 

				NOW Account				N/A				$   2,762,093				154,659				5.9%						2,043,195







		Glossary

				(1) Current month additions/contributions is a net amount. For contract amounts, new accounts are netted against cancellations.  Total Dollars Under Management is the net of contributions and market changes.

				(2) Total Unique Active Accounts is defined as unique open accounts at period end.  An account could have multiple investment options.





August 2017

		ABLE - Accounts and Assets Under Management 

						As of :		August 31, 2017

												Assets Under 				Current Month				Change from 

				Program				Accounts				 Management				Additions/Conts. (1)				Prior Month						June 30, 2017

		ABLEnow

		Total Active Accounts (2)						1,864								165				9.7%						1,517

		Total Dollars Under Management 										$   3,627,949				$   483,915				15.4%						2,780,851



				ABLEnow Portfolios				Consumers with Balance				Total Assets 

				Money Market 				60				$   190,561				25,802				15.7%						128,264

				Conservative Income 				24				$   44,170				10,528				31.3%						26,156

				Moderate Growth				44				$   189,919				35,679				23.1%						147,600

				Aggressive Growth				88				$   595,865				117,030				24.4%						435,636

				ABLEnow Deposit Account				Consumers with Balance				Total Assets 

				NOW Account				N/A				$   2,607,434				294,877				12.8%						2,043,195







		Glossary

				(1) Current month additions/contributions is a net amount. For contract amounts, new accounts are netted against cancellations.  Total Dollars Under Management is the net of contributions and market changes.

				(2) Total Unique Active Accounts is defined as unique open accounts at period end.  An account could have multiple investment options.





July 2017

		ABLE - Accounts and Assets Under Management 

						As of :		July 31, 2017

												Assets Under 				Current Month				Change from 

				Program				Accounts				 Management				Additions/Conts. (1)				Prior Month						June 30, 2017

		ABLEnow

		Total Active Accounts (2)						1,699								182				12.0%						1,517

		Total Dollars Under Management 										$   3,144,033				$   363,182				13.1%						2,780,851



				ABLEnow Portfolios				Consumers with Balance				Total Assets 

				Money Market 				54				$   164,759				36,495				28.5%						128,264

				Conservative Income 				20				$   33,642				7,486				28.6%						26,156

				Moderate Growth				37				$   154,240				6,640				4.5%						147,600

				Aggressive Growth				71				$   478,835				43,199				9.9%						435,636

				ABLEnow Deposit Account				Consumers with Balance				Total Assets 

				NOW Account				N/A				$   2,312,557				269,362				13.2%						2,043,195







		Glossary

				(1) Current month additions/contributions is a net amount. For contract amounts, new accounts are netted against cancellations.  Total Dollars Under Management is the net of contributions and market changes.

				(2) Total Unique Active Accounts is defined as unique open accounts at period end.  An account could have multiple investment options.





June 2017

		ABLE - Accounts and Assets Under Management 

						As of :		June 30, 2017

												Assets Under 				Current Month				Change from 

				Program				Accounts				 Management				Additions/Conts. (1)				Prior Month

		ABLEnow

		Total Active Accounts (2)						1,517								125				9.0%

		Total Dollars Under Management 										$   2,780,851				$   306,989				12.4%



				ABLEnow Portfolios				Consumers with Balance				Total Assets 

				Money Market 				47				$   128,264				16,122				14.4%

				Conservative Income 				17				$   26,156				12,920				97.6%

				Moderate Growth				35				$   147,600				(316)				-0.2%

				Aggressive Growth				65				$   435,636				41,999				10.7%

				ABLEnow Deposit Account				Consumers with Balance				Total Assets 

				NOW Account				N/A				$   2,043,195				236,264				13.1%







		Glossary

				(1) Current month additions/contributions is a net amount. For contract amounts, new accounts are netted against cancellations.  Total Dollars Under Management is the net of contributions and market changes.

				(2) Total Unique Active Accounts is defined as unique open accounts at period end.  An account could have multiple investment options.





May 2017

		ABLE - Accounts and Assets Under Management 

						As of :		May 31, 2017

												Assets Under 				Current Month				Change from 

				Program				Accounts				 Management				Additions/Conts. (1)				Prior Month

		ABLEnow

		Total Active Accounts (2)						1,392								25				1.8%

		Total Dollars Under Management 										$   2,473,862				$   338,351				15.8%



				ABLEnow Portfolios				Consumers with Balance				Total Assets 

				Money Market 				34				$   112,142				(718)				-0.6%

				Conservative Income 				11				$   13,236				2,316				21.2%

				Moderate Growth				30				$   147,916				39,010				35.8%

				Aggressive Growth				57				$   393,637				65,785				20.1%

				ABLEnow Deposit Account				Consumers with Balance				Total Assets 

				NOW Account				N/A				$   1,806,931				231,958				14.7%







		Glossary

				(1) Current month additions/contributions is a net amount. For contract amounts, new accounts are netted against cancellations.  Total Dollars Under Management is the net of contributions and market changes.

				(2) Total Unique Active Accounts is defined as unique open accounts at period end.  An account could have multiple investment options.





April 2017

		ABLE - Accounts and Assets Under Management 

						As of :		April 30, 2017

												Assets Under 				Current Month				Change from 

				Program				Accounts				 Management				Additions/Conts. (1)				Prior Month

		ABLEnow

		Total Active Accounts (2)						1,367								215				18.7%

		Total Dollars Under Management 										$   2,135,511				$   408,421				23.6%



				ABLEnow Portfolios				Consumers with Balance				Total Assets 

				Money Market 				34				$   112,860				40,014				54.9%

				Conservative Income 				10				$   10,920				800				7.9%

				Moderate Growth				23				$   108,906				27,438				33.7%

				Aggressive Growth				44				$   327,852				44,601				15.7%

				ABLEnow Deposit Account				Consumers with Balance				Total Assets 

				NOW Account				N/A				$   1,574,972				295,567				23.1%







		Glossary

				(1) Current month additions/contributions is a net amount. For contract amounts, new accounts are netted against cancellations.  Total Dollars Under Management is the net of contributions and market changes.

				(2) Total Unique Active Accounts is defined as unique open accounts at period end.  An account could have multiple investment options.





March 2017

		ABLE - Accounts and Assets Under Management 

						As of :		March 31, 2017

												Assets Under 				Current Month				Change from 

				Program				Accounts				 Management				Additions/Conts. (1)				Prior Month

		ABLEnow

		Total Active Accounts (2)						1,152								270				30.6%

		Total Dollars Under Management 										$   1,727,090				$   469,583				37.3%



				ABLEnow Portfolios				Consumers with Balance				Total Assets 

				Money Market 				24				$   72,846				30,297				71.2%

				Conservative Income 				9				$   10,120				1,010				11.1%

				Moderate Growth				17				$   81,468				17,564				27.5%

				Aggressive Growth				35				$   283,251				67,422				31.2%

				ABLEnow Deposit Account				Consumers with Balance				Total Assets 

				NOW Account				N/A				$   1,279,405				353,290				38.1%







		Glossary

				(1) Current month additions/contributions is a net amount. For contract amounts, new accounts are netted against cancellations.  Total Dollars Under Management is the net of contributions and market changes.

				(2) Total Unique Active Accounts is defined as unique open accounts at period end.  An account could have multiple investment options.





February 2017

		ABLE - Accounts and Assets Under Management 

						As of :		February 28, 2017

												Assets Under 				Current Month				Change from 

				Program				Accounts				 Management				Additions/Conts. (1)				Prior Month

		ABLEnow

		Total Active Accounts (2)						882								336				61.5%

		Total Dollars Under Management 										$   1,257,507				$   355,259				39.4%



				ABLEnow Portfolios				Consumers with Balance				Total Assets 

				Money Market 				13				$   42,549				401				1.0%

				Conservative Income 				6				$   9,110				8,536				1486.8%

				Moderate Growth				11				$   63,904				51,221				403.9%

				Aggressive Growth				24				$   215,829				151,575				235.9%

				ABLEnow Deposit Account				Consumers with Balance				Total Assets 

				NOW Account				N/A				$   926,115				143,527				18.3%







		Glossary

				(1) Current month additions/contributions is a net amount. For contract amounts, new accounts are netted against cancellations.  Total Dollars Under Management is the net of contributions and market changes.

				(2) Total Unique Active Accounts is defined as unique open accounts at period end.  An account could have multiple investment options.





January 2017

		ABLE - Accounts and Assets Under Management 

		As of : January 31, 2017

												Assets Under 				Current Month 				Change from 

				Program				Accounts				 Management				Additions / Conts. (1)				Prior Month

		ABLEnow

		Total Active Accounts						546								ERROR:#REF!				N/M

		Total Dollars Under Management 										$   902,247				$   - 0				N/M



				ABLEnow Portfolios				Consumers with Balance				Total Assets 

				Money Market 				9				$   42,148				ERROR:#REF!				N/M

				Conservative Income 				3				$   574				ERROR:#REF!				N/M

				Moderate Growth				4				$   12,683				ERROR:#REF!				N/M

				Aggressive Growth				13				$   64,254				ERROR:#REF!				N/M

				ABLEnow Deposit Account				Consumers with Balance				Total Assets 				ERROR:#VALUE!				N/M

				NOW Account				N/A				$   782,588				ERROR:#REF!				N/M

																ERROR:#REF!				N/M

																ERROR:#REF!				ERROR:#REF!








Community Outreach

» Creating partnerships and developing relationships with state and national
partner organizations

» Event attendance/speaking engagements %
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Q ABOUT THE PROGRAM

Y1 RGI NI A

GOALS | oW T WORRS  WHAT SOARVIRGINIA
NG . T i i e SOAR Virginia scholars can expect to: SCHO LARS SAY:

students from low- and moderate-income « Commit to the SOAR Virginia Pledge

househaolds To: « Explore interests, skills and opportunities

= Complete high school and eamn = Plan for college and possible careers
diplornas

“| grew upin a farmily whens

’ « Complete college and financial aid : education was not highly
= Pursue higher education : applications : emphasized. When | was
« Complete higher e ducation, ; « Earn up to $2,000 in scholarship’ : selected for SOAR and had
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technical degrees
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accunk. : beyond rmy expectaticns.”

HISTORY o o 4
 PARTNERS |

i i : : "Financial aid was kind ofa
Esrablished as a pilot program in 2010 : . mystery to me, but the program
and made permanent in 2015, SOAR ;

¥irginia529 partners with college access : put me on track for success
Virginia further expands Virginia529's : providers across the Commenwealth to : and taught me what it takes fo
mission to make higher education more : offer the SOAR Virginia program in select : be successful”

affordable and occessible, especially

high schools.
to studentswho face financial obstacles.
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2017-2018

47 ENROLLMENT SUMMARY Virginia

¢ Maore than 1000 new students enralled for
the 2017-2018 school year

» More than 60 School Districts Participating

* 30AR Virginia operates across Yirginia
» More than 2800 total students participating from the Eastern Shore to Lee County

in the program during the 2017-18 scheol year = 114 high schools' served

Schiools are selected using SCHEV study of need

Schools and Counties Served by SOAR Virginia
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2016-2017 Program Results

SOAR Virginia is an early commitment scholarship pregram developed and sponsored
by Virginia529 College Savings Plan fhat encourages students to commit fo earning

Sd&é good grades, being good citizens, pursuing higher education and rewards them with

vi1 ARG u i a scholarship support up to $2,000 and services from college access providers.
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With owver 650,000 distributed
to date
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participating
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Virginia fram the Eastern &‘
15 participating distriets are
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State Council of Higher Education for Virginia e

Share ta Lee Counly
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SOAR Virginia® Timeline

2008-09 2010-11 2011-12 2012-13 2013-14 2014-15

Est. SOAR
Pilot Program

18 months of 103 282 609 1,021 1,467
Program Development & Research Scholars Scholars *Scholars Scholars Scholars
Statutory mandate to +7 Schools +13 Schools *29 Schools +40 Schools 57 Schools
develop/implement scholarship and/or o
matching grant programs *5 School +10 School +18 school districts 27 school districts +40 School
*Districts Districts *Districts
*2 Access 3 Access
«1 Access 1 Access Providers Providers 4 Access Providers
Provider Provider (GRASP, VCCS) (GRASP, VCCS, (GRASP, VCCS,
(GRASP) (GRASP) ACCESS) ACCESS & Project
Discovery)

2015-16 2016-17 2017-18

Pilot to
Permanent
August 2015

+2,778 Scholars *3,715 Scholars +4,803 Scholars

+83 Schools *91 Schools +114 Schools

+48 School Districts *54 School Districts +60 School Districts

4 Access Providers *4 Access Providers *5 Access Providers

(GRASP, VCCS, ACCESS (GRASP, VCCS, (GRASP, VCCS,

& ACCESS and ACCESS,

. . H H . . Sponsorned by

Project Discovery) Project Discovery) Project Discovery, and -
GMU Early Identification fll"gll"llﬂ 529
Program)
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Dream Save Achieve

JLARC
November 13, 2017

Remarks of Shawn McLaughlin
Chairman, Virginia529 Board

Good moming. My name 1s Shawn McLaughlin. I am the Chairman of
the Virginia529 Board. Thank you for inviting me to speak.

Virginia529 manages the largest college savings program i the country
with over $66 billion in AUM as of October 31st. Of that, about $2.6
billion 15 invested in the Prepaid329 program.

Prepaid529 is Virginia529's oldest program having its first open
enrollment period 1n 1996/1997. Over its twenty years. more than
123,000 prepaid tuition contracts have been purchased, with over 63,000
funded accounts currently waiting for maturity and distribution. Our
first tuition distribution year was 1 2001 and we have distributed over
$1.5 billion to from the program mn the last 17 years — almost $170
million m FY2017 alone and of that, over $112.5 mullion was distributed

to Virginia public universities and community colleges.

JLARC — Remarks of Chairman Shawn McLaughlin
Movember 13, 2017
Pagal

Prepaid529 1s a successful and well-managed program. as evidenced by
bienmal JLARC reports 1ssued 1 2014 and 2016 and two quadrenmial
actuarial audits performed by Gabriel, Roeder, Smith (GRS), the actuary
selected by JLARC to review our actuarial assumptions. The results of
those audits were presented to the Commission in July 2013 and July
2017. The prepaid trust fund was 138% funded, on an actuanal basis, as
of June 30, 2017. We have been pleased to see a steady growth in
funded status from the low experienced during the recession of 2008-
2009. As vou probably are aware, an actuarial funded status of 100%
translates ito a 50% chance that assets will be sufficient to meet future
obligations. All of this 15 determmed by our actuary, Milliman, Inc,
based on therr actuanal simulations. At the current funded status,
Milliman estimates the Program has an actuanially determined 99%
chance of meeting future obligations — a lughly desimable status. Of
course, all such valuations and reports on funded status are tools,
representing a potnt in time, designed to provide valuable information
about the overall financial strength and solvency of the program.
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2017 GRS Report
In July 2017, GRS provided a written report on 1its second quadrenmial
actuarial audit of Virginia529. The two key findings in the 42 page

report are (1) Prepaid529 1s actuanally sound and (2) the assumptions
used in Prepaid529s actuarial report are reasonable. [SLIDE 4]

The GRS report also included a summary of eight areas and nunor
recommendations they noted wlile perfornung the audit. Again, the
high level take-away 1s that GRS reported that the Virgina329 report on
actuanal findings, assumptions and conclusions are reasonable and

appropriate. The areas noted are summarized i SLIDES 5 AND 6.

Today I will address only one of those minor recommendations as 1f 1s
the 1tem 1solated for further consideration by JLARC staff in their July
2017 report and 1s the primary reason for my visit with you today.

GRS first noted on page 2 of their 2017 Report that the pricing
methodology for Prepaid529 is actuarially sound. The report further
noted that as a result of the actuarial soundness, funding level and
average load on contract pricing, Virginia529 should CONSIDER two
options: (1) decrease the pricing reserve and/or (2) modify the asset
allocation of mvestments to further reduce risk. It 1s important to note

JLARC — Remarks of Chairman Shawn McLaghlin
Nowvember 13, 2017
Page 4

that the actuarial soundness and funding level are two extremely
POSITIVE aspects of our Prepaid529 program. The pricing reserve has
mcreased slightly over our 10% target. to near 11% last year because of
strong performance and other favorable results. Inote also that the
JLARC staff recommendation with respect to this item 1s different from
the GRS recommendation and [ will address that after I address the

foundational 1ssues of our asset allocation and pricing reserve strategies.

Asset Allocation

The Virginia529 Board and Investment Advisory Commuttee exanune
the Program’s asset allocation annually. The review for 2017 1s
complete and no changes in the allocation strategy were recommended.
The current strategy provides a balanced portfolio with what the
Committee and Board have determined are appropriate risk
characteristics. The Board has intentionally adopted an approach with a
defensive position designed to munimize downside nisk while captuning
upside potential. I understand that the Program’s investment
governance, experience and results were discussed at some length in
July. I'will not go further mto our asset allocation strategy unless you
have specific questions. Our results have been excellent to date — as
evidenced by the strength of our funded status.
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Actuarial Pricing Reserve

Virginia529 has always used a prudent pricing strategy which includes
pricing for an actuarial reserve; since 2008, we have made a conscious
effort to maintain an actuarial reserve of 10%. Included in the
Appendix, pages 11-12, to our presentation is a letter dated September
18, 2017 from our actuary, Milliman, Inc. specifically addressing the
need for an actuarial reserve and expressing thewr endorsement of the
practices of Virgimia529 m this regard reserve as a necessary part of a
successful program.  No state prepaid program of which we are aware
has an official target for their reserve levels. GRS, at the July meeting
of this body (JLARC). 1n response to questions as to an appropriate
reserve amount, confirmed that the current Prepaid529 reserve 1s. in

their opinion, "reasonable”.

Prepaid plans are defined benefit plans. But unlike a DB pension plan,
in which the employer 15 responsible for making annual contributions
toward maintaining a funded plan, a prepaid tuition program charges a
one-time contract price and cannot later go back to the purchaser and
request additional funds. For this reason, Virgmia529 prudently mclude
the reserve when 1t computes prices annually in advance of each prepa
enrollment period. Tlus 15 akin to an insurance company assessing a

small amount in 1ts periodic premiums to build a capital reserve.

JTLARC — Femarks of Chairman Shawn McLaughlin
Hovember 13, 2017
Page §

It 15 also simuilar to the Commonwealth’s ramy day fund which allocates
certain revenues to prepare for vears i which it mav experience a

revenue shortfall.

Virginia529 Prudent Management

The twenty plus year record of Prepaid529 illustrates why the Board
does not panic when actuanal funded status dips below 100% i times of
financial turbulence or celebrate when 1t moves above a 100% funded
status. It also explains why it is so important to follow our methodology
and maintain our pricing model i good and bad vears — avosding short
term thinking or behaviors and keeping our eye on the future health of
the program. As you can see in the chart on SLIDE 3 of our
presentation. Prepaid529's funded status has always shown volatility, as
we would expect. For example, in the period following the recession of
the early 2000°s and then the tech bubble crash, Prepaid529's funded
ratio declmed from 122% to 80%. Over the next several years, it moved
slowly back above 100%. In the 2007-2009 period during and following
the so-called Great Recession, the funded ratio dropped from 107% to
85%. During these periods Prepaid329 benefited from having a solid
capital cushion. And, based on expenience and understanding our
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mvestments, as the economy improved so did the funded status of the
Prepaid529 program.

The current healthy funded status 1s primarily the result of an eight-vear
bull market that 15 now m extra inmngs. It 15 also the result of several
recent years of relatively modest tuition growth, driven m part by
temporary increases in state funding of Virginia's public universities
based on federal fund availability and to a renewed focus on college
affordability and tuition and fee policies. We have been reducing our

tuition increase assumption for the past few years.

Virgima529 has always priced the Prepaid529 contracts using sound
actuarial assumptions. At the same time we remain cognizant of the
growing cost of the contracts as a result of tuition growth and its impact
on access and affordability. Since 1ts inception, the Program has seen
single year tuition 1n erases as high as 22.1%. Volatility m the financial
markets and tustion mflation and tustion and fee policies make managing

the prepaid portfolio challenging to be sure.

To ensure we are doing the best for the citizens of the Commonwealth,

the commuttees of Virginia529 and the Board annually review the

pricing reserve and funded status when contracts are priced for the
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upcoming enrollment period. Our starting pomt 15 current enrollment
weighted average tuition at Virginia public universities, growing that
amount by our assumed tuition increase assumption (5% for 2017-18
and 6.5% thereafter) then discountmg back using our assumed long-term
mvestment return assumption (6.25%. Dunng this review, we deternune
whether, and how much, prices will increase. Historically, contract
prices reflect recent tuition increases; however, sometimes that is not
required. For example, in 2016 there was no price mcrease even though
weighted average tustion mcreased by almost 5%. In 2017, contract
prices will merease by 4.1% although weighted average tustion grew by
4 5%. Ths reflects. in part, the Board's sensitivity to contract prices and
thetr impact on the ability of families to participate in the program.

JLARC Staff Recommendation: Written Funded Status Policy

As an offshoot of the GRS recommendations related to the pricing
reserve and asset allocation. and based on discussions with other prepaid
programs as a part of their recently concluded Virginia529 Investment
Study, JLARC staff in July proposed that the Commussion adopt a
motion directing the Virginia529 Board to develop a detailed written
policy regarding funded status. Staff proposed that Virgimia529 be
required to report back to the Commission with a wntten funded status
policy that would be triggered at some unstated funded level at which
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point the Board would consider certamn actions including but not linuted
to reducing the pricing load on future contracts and providing rebates to
existing account owners. No action was taken on the motion but the

Commission did 1ssue this mvitation to discuss the topic. We appreciate

the opportunity to discuss our asset allocation, pricing and funded status
phulosophy.

We believe that a written funded status policy 15 1ll advised and that our
pricing teserve 1s appropriate, as discussed already at length. Further,
any consideration of any kind of rebate or adjustment to existing
contracts would be an extreme measure for an extreme circumstance
which does not currently exist. We see significant potential harm to the

prepaid program with such a move,

For some context, of the eleven other states with open prepaid tuition
programs, only two - Maryland and Mississipp1 - have any written
policy related to funded status. The Maryland policy is completely
discretionary and does not mention their reserves, just funded status.
They have selected a funded status of 130% as the point at which

they might consider some type of unspecified action. Despite being
above 130% funded the past few years, the Maryland 529 board has
declined to take any action, recognizing that the current funded level 15
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primarily attnibutable to market gamns from a long bull market which
could change quickly.

Mississippi has a policy for their newly opened prepaid program - which
came about as a result of having to close their origial program due to its
severely underfunded status and other challenges. The Mississipp1
funded status policy provides a vehicle to perhaps reimburse the state for
any payments made to the older legacy program. As best we can tell -
and based on news reports at the time the legacy program was closed - it
ran mto trouble because the plan did not follow a prudent pricing
strategy and provided for NO PRICING RESERVE. Mississippi has
adjusted for those shortcomings in their new program. A chart with
pertinent information on each open prepaid program 1s provided for your
information on SLIDE 9. In addition, SLIDE 8 contains information on
the funded status and reserves/deficits of other prepaid and prepaid-like

Programs.

We certainly recognize the necessity of always reviewing our
assumptions and pricing methodology - and remaiming focused on
providing programs to help make college more affordable and accessible
and a prepaid program that 1s priced as low as possible wlule ensuning
our ability to meet all future obligations. Having said that, we believe

44



JLARC — Femarks of Chairman Shawn McLaghlin
Movember 13, 2017
Pags 11

that adopting a wnitten policy that would dictate some action at an
arbitrarily determined funded status would be a grave mistake and
potentially politicize a process that for more than twenty vears has
avoided that patfall.

Virginia529 Board and Staff Experience and Results

The Virgima529 Board 1s comprnised of the State Treasurer, State
Controller, Director of SCHEV, Chancellor of the Virginia Community
College System and seven citizen members, four appointed by the
Govemor, two by the Speaker of the House and one by the Senate Rules
Committee. Virginia529 has always utilized both an Investment
Adwvisory Commuttee and an Audit and Actuarial Comnuttee, both of
which may have Board and non-Board members and all members have
specific professional credentials required to serve.

In addition, we are advised by our investment consultant, Mercer, and
our actuary, Milliman, Inc. Our two savings programs are rated
annually by Momungstar, an independent mvestment research
organization and agam this yvear our Invest329 program received their
highest rating, Gold - one of only four programs in the country to
recerve that rating. In their rating. Mormungstar looks at five factors

which go to the core of our govemance structure. And finally, we are
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subject to an annual audit by the APA and the oversight of this
Commussion. We hope and believe that all of the above 15 sufficient to
convey — and ensure - the dedication to professional governance which I
believe 1s a hallmark of Virginia529 and to ensure that all aspects of the
prepaid program will be administered properly and fairly for all
participants and potential participants.

The Board takes very sertously our mission to help make college more
affordable and accessible to all Virginians. We have done what we can
to lower the entrance cost and increase affordability of the Prepaids29
program. Several years ago we moved from yearly contracts to semester
contracts to cut in half the cost of getting started. As an aside, a concern
about affordability 15 one of many reasons we will be requesting a
legislative change 1n the benefit structure of the program m 2018, which
I understand was mentioned at the July Commission meeting. A
discussion of that proposal 1s beyond the scope of today’s meeting, but
Virginia529 staff 15 continuing outreach efforts to discuss this with each
of you individually.

Virgima529 staff and its Board and commuttees have effectively
managed the program from inception through significant tuition
mncreases, changes in higher education funding models and historic
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capital market disruptions and are commutted to continumg to do so m

the future. We have never wavered from our duty to act in the best long-

term interest of the Program. contract holders and the Commonwealth in

pricing and administering contracts. Being prudent stewards has

allowed us to weather past storms and will allow us to do so 1 the

future, something not all prepaid programs across the country have been

able to do. and we are confident in our ability to do our job and fulfill
our mission without the recommended written funded status policy.

I would be happy to take any questions and our CEQ, Mary Mormis 15

here also to answer any specific questions vou may have. [PAUSE FOR

QUESTIONS... THEN]

If there are no [further] questions, if T might take a few minutes to
update you about our actions with respect to the five staff

recommendations arising out of the recently completed Investment

Study?

JLARC staff 1n late 2016 and 2017 undertook a study regarding the
mvestment responsibility for the prepaid program and ultimately
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recommendations. T know these were addressed in some detail by Ms.
Morris i July when the report was first 1ssued and the recommendations
were being addressed. I can report that all recommendations have been

substantially accepted and are either complete or i progress.

1.  Change IAC charter to remove CFO from IAC membership:
COMPLETE. Although there were historical reasons that the
CFO was an IAC members, staff and the TAC and Board agreed
that this change was acceptable.

2. Perform attribution analvsis of Prepaid529 fund:
COMPLETE. In conjunction with Mercer, staff developed a
quarterly attribution analysis report to review. Although this

attribution was being reviewed by the IAC, the report provides
more transparency and a more formal review.

3. Contract with 3 partv to review benchmarks:
IN PROGRESS. A full review of benchmarks was already on the
work plan for the TAC and, m light of the staff recommendation,
that work 15 being accelerated. We are first addressing

benchmarks for altemnative mvestments and plan to complete the
entire study and make changes by the end of FY18. We continue

recommended no changes n that structure. As part of the review, they

looked at all aspects of our mvestment operations and had four specific

to work with Mercer and will consider whether an independent

review is necessary once the initial work 1s complete.
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4. Work with a search firm., gather input from the IAC and

board to establish roles and responsibilities of an Investment

Director:

IN PROGRESS. In addition to the recommendation to change the
composition of its investment team and responsibilities. staff also
suggested the General Assembly may wish to consider including
the ID position in the Virgimia529 enabling legislation. These two
final recommendations have generated the most discussion and
disagreement between JLARC and Virginia529 staff. The mitial
recommendation was modified after some discussions and we
appreciate that. This has been discussed and considered in depth
by Virginia529 staff and the IAC and the Board and we believe
that we are substantially complying with the intent of the
recommendation — if not the exact letter in terms of process.
Although we believe the current structure is appropriate and
functioning well, we are always willing to consider new
information and opinions and consider ways to enhance our
operations. As our portfolio grows as does the sophistication of

our mvestments. an enhanced focus on the investment team 15

appropriate.

This recommendation has far reaching implications for the
administration of the Plan and will take some time to implement.
Staff and our committees and board have been mvolved in
developing an implementation plan - which involves a
reorganization of the finance division of the agency. We have
accepted most aspects of the JLARC staff recommendation and
VAS529 management 1s in the middle of a search for an Investment
Director. The posttion was posted for almost a month. 1n a wide
variety of sources and we recetved over 30 applications. Staff1s
currently reviewing those applications and will be interviewing
soon, with the hope of having an ID on board by the first of the
vear. We believe these actions obviate any need to address this

position in our enabling legislation.

Do you have any questions on any of these items? If not. thank vou for
your time and consideration. We appreciate the support that Virginia529
- and now our ABLE disabality savings initiatives - have always received
from the Virginia General Assembly and we look forward to continuing
our work to help families plan and save for higher education and

disability expenses.
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Virgima529°  AXBLEnow.

Virginiab29.com able-now.com
Toll-Free 1.888.567.0540 Toll-Free 1.844.669.2253
customerservice@virginia529.com customerservice@able-now.com

n Facebook.com/VA529 n Facebook.com/ABLEnowVA

] @virginia529 ] @ABLEnowvA
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