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AGENDA ITEM 3. 
 

COLLEGE ILLINOIS!® PREPAID TUITION PROGRAM 
CONTRACT PRICES AND FEES FOR 2012-13 ENROLLMENT PERIOD 

MARKETING BUDGET ADJUSTMENT 
 
 
Submitted for:  Action 
 
Summary: ISAC management believes that because of the actions taken by the Governor 

and the Commission to mend the College Illinois! Prepaid Tuition Program, 
resumption of contract availability is in the best interests of current contract 
holders, prospective contract purchasers and the actuarial soundness of the 
program.  
 

 Although many of these actions have been documented at Commission meetings 
and in the news media, it is useful to review what has occurred to understand 
why management, encouraged by vocal support from elected officials and 
contract holders, considers this to be the appropriate time to resume contact sales. 

 
 Governance 
 

• The Governor appointed a new Chair and replaced all Commissioners 
• After a national search, the Commission hired a new executive director 
• The Commission created investment and audit subcommittees 
• A forensic audit was conducted that revealed no significant findings 
 
Investment 
 
• A new Chief Investment Officer was hired 
• New investments into alternative asset classes were halted 
• The Investment Advisory Panel, Commission Investment Committee and the 

full Commission approved a new Statement of Investment Policy 
establishing a “glide path” to strengthen the Fund and adhere to more 
stringent and appropriate governance by the Commission   

• A new investment advisor was retained 
 

Oversight 
 
• ISAC supported recently enacted legislation to increase transparency around 

investment decisions and strengthen compliance with state ethics rules 
(House Bills 3923 and 4116) 

• The agency accepted the 15 recommendations made by the Office of the 
Auditor General at the conclusion of a year-long management audit ordered 
by the General Assembly  

• The agency has completed 11 of the recommendations and is aggressively 
addressing the remaining four 
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Stability 
 
• The Commission delivered its annual certification to the Governor that the 

Fund has assets to meet all obligations through FY13 
• The Illinois Prepaid Tuition Trust Fund continues to make all tuition and fee 

payments in full, and on time 
• Using then current assumptions, the June 30, 2011, actuarial report indicates 

that the Fund can meet its obligations until 2021-22, even if no new contracts 
are sold. Note that the actuarial projections are based on assumptions, such as 
investment returns and tuition inflation that may turn out differently than 
assumed.  

• The Commission temporarily suspended contract availability to address 
outstanding concerns 

• ISAC studied all open and closed prepaid tuition plans to identify best 
practices 

• The agency solicited counsel from a nationally recognized firm specializing 
in 529 savings and prepaid programs 

 
As of the latest actuarial report dated June 30, 2011, the fund had a funded ratio 
of 70.5 percent, and, absent new contract sales, assets would be depleted in 2021-
2022, leaving several years of material liabilities. This assumes the actuarial 
assumptions used in the report are realized. The report also presented an on-
going business scenario whereby sales of 2,500 contracts annually would sustain 
a funded ratio near 70 percent through 2020, with gradual improvement to 92 
percent by 2036. This information will be updated when the June 30, 2012, report 
is available this fall. 

 
When the Governor and General Assembly enacted the Illinois Prepaid Tuition 
Act in 1997, they did so for the expressed purpose “to both encourage and better 
enable Illinois families to help themselves finance the cost of higher education, 
specifically through a program that provides Illinois families with a method of 
State tax-free and federally tax-exempt savings for higher education.” Prepaid 
tuition was good public policy in 1997; mending the College Illinois! Prepaid 
Tuition Program is good public policy today and into the future. 
 
Today, management is requesting that the Commission adopt a resolution 
establishing the 2012-13 enrollment period (October 1, 2012, through April 30, 
2013) and approve contract prices and administrative fees for the period of 
October through December 2012. (See Tables, A, B, C, and D.)  
 
Management will return to the Commission once the June 30, 2012, Actuarial 
Valuation Soundness Report is completed to propose new pricing and fees, likely 
higher, for the remainder of the enrollment period, January through April 2013.  
Management is planning to request this approval at the regularly scheduled 
November Commission meeting. 

 
The proposed 2012 pricing is consistent with management’s goal of reducing the 
plan’s unfunded ratio over time. Additionally, to create increased value for 
prospective purchasers, management is proposing to freeze contract prices and 
administrative fees at the September 2011 levels for the October through 
December timeframe. 
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To reach its recommendations, management held a series of meetings with the 
program’s actuary, Gabriel Roeder Smith (GRS); Hudson James, our external 
529 program consultants, and CBD, the agency’s third-party marketing agent to 
develop pricing and marketing strategies to support the resumption of contract 
availability.  
 
In addition, management attended the annual meeting of the College Savings 
Plan Network and engaged in some conversations with leadership from other 
prepaid tuition programs to identify best practices and to gain insight from their 
experiences. And, as reported to the Commission at its January 2012 meeting, 
other interactions with other states took place while researching and preparing 
the Interim Executive Director’s recommendation for the program. 
 
For the 2012–13 enrollment period, most program elements will remain 
unchanged. The program will continue to offer its three-tier Smart Choice pricing 
plans and flexible payment options without increasing administrative fees.  
 
Smart Choice 1, or the “Community College Plan,” covers tuition and mandatory 
fees at Illinois’ community colleges. Smart Choice 2, or the “University Plan,” 
covers tuition and mandatory fees at Illinois’ public universities, except the 
University of Illinois Urbana-Champaign. Smart Choice 3, or the “University+ 
Plan,” covers tuition and mandatory fees for the University of Illinois Urbana-
Champaign. 
 
One key modification to the program involves limiting the enrollment period to 
seven months rather than year-round. Another key modification is the 
simplification of contract pricing to a single price for each Smart Choice tier for 
each of the two pricing periods within the seven month enrollment period. For 
the past three years, pricing changed monthly, creating significant customer 
confusion and operational complexity without generating value through increased 
sales or the attraction of third-party sales agents to offer the plan on their 
platforms. 
 
A significant factor that underlies the current pricing proposals is that Illinois 
public institutions have somewhat moderated tuition and fee increases over the 
past several years. We are hopeful that this trend will continue in the future. As 
has been the case since 2001, contract pricing includes an adjustment to eliminate 
the existing actuarial unfunded liability over a period of time. 
 
Purchasers will be able to submit applications electronically or by paper 
applications. Historically, nearly 90 percent of applications are completed at the 
program website. The initial payment, lump sum or installment, is due by the first 
day of the second month after application submission. 
 
Accompanying the resumption of contract availability, management will 
continue efforts to further enhance program strength and long-term viability.  We 
continue to work with the Governor, members of the General Assembly and 
public institutions to provide Illinois residents with all the benefits offered 
through the College Illinois! Prepaid Tuition Program. 
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The proposed contract prices and fee schedule for the 2012-2013 College 
Illinois! Prepaid Tuition Program pricing are set forth in Tables A - D.  
 
Additionally, the Commission is asked to approve a revised marketing budget for 
both annual periods in an amount not to exceed $800,000 during FY13. 
 
Since inception, the marketing budget has ranged from a high of approximately 
$2.1 million during the five-month FY2003 enrollment period and a low of $1.0 
million for the FY2000 and 2001 enrollment periods. 
 
Comparisons to other prepaid plan marketing spending are difficult to make as 
each state has unique demographics and media costs. For some context, Virginia 
has what is now considered to be among the better and more innovative 
programs. One of our consultants launched that program and was its leader until 
2008. During her tenure, the program spent between $1.0 million and $1.5 
million over a three month period. 
 
Management recognizes that every dollar spent on marketing comes from the 
fund and is committed to spending only that necessary to generate sales to 
enhance the program to the benefit of current and future contract holders. While 
the request is significantly less than has been spent in prior years, management 
believes it appropriate given the current environment. 
 

 
(Historical marketing budget) 

 
In reaching this recommendation and seeking Commission approval for the 
enrollment period and pricing, management considered a range of options. 
Following this review, the key differences between the options revolved around 
two factors: the length of time the enrollment window was open and the number 
of pricing changes during the enrollment period. After reviewing the options with 
external consultants, management concluded that the differences between the 
reviewed options are not material to the objective of making contracts available 
again to Illinois residents trying to cope with the high costs associated with 
gaining a postsecondary education and the program’s financial soundness. 
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Action requested: The Commission approve October 1, 2012, through April 30, 2013, as the 

College Illinois! Prepaid Tuition Program 2012-13 enrollment period. 
 

 Further, approve contract pricing and administrative fees as set forth in Tables 
A, B, C and D for the period effective October 1, 2012, through December 31, 
2012.  Contract and fee pricing proposals for the remainder of the enrollment 
period will be presented to the Commission at its regular meeting scheduled for 
November 16, 2012.  
 
Finally, we are requesting approval of a revised marketing budget not to exceed 
$800,000 for FY13.



 

 

 
 

Table A 
2012 – 2013 Enrollment Period – Newborn Contract Pricing 

Effective October 1, 2012 – December 31, 2012 
 

 
 

  Choice 1 = Community College   Choice 2 = Universities excepting UIUC   Choice 3 = University of Illinois U-C 
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Table B 
2012 – 2013 Enrollment Period – First – Eight Grade Contract Pricing 

Effective October 1, 2012 – December 31, 2012 
 

 
 
Choice 1 = Community College   Choice 2 = Universities excepting UIUC   Choice 3 = University of Illinois U-C 
 
* 2+2 program – includes four community college semesters and four University semesters 
+ 2+2 program – includes four community college semesters and four University+ semesters 
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Table C 
2012 – 2013 Enrollment Period – Ninth Grade and Higher Contract Pricing 

Effective October 1, 2012 – December 31, 2012 
 
 

 
 
Choice 1 = Community College   Choice 2 = Universities excepting UIUC   Choice 3 = University of Illinois U-C 

 
* 2+2 program – includes four community college semesters and four University semesters 
+ 2+2 program – includes four community college semesters and four University+ semesters 
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Table D 
2012 – 2013 Enrollment Period – Administrative and Service Fees 

Effective October 1, 2012 – December 31, 2012 
 
 

 
 

Contract prices includes a $3 payment processing fee 
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