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PROGRAM OVERVIEW 
 
 
The College Illinois!® Prepaid Tuition Program is administered by the 
Illinois Student Assistance Commission, the state agency working to make 
college accessible and affordable for Illinois students since 1957. As a 
qualified tuition program under Section 529 of the Internal Revenue Code, 
College Illinois! provides individuals with an opportunity to lock in the cost 
of future tuition and mandatory fees, protecting against tuition inflation. 
The Program was enacted by the General Assembly and then signed into 
law by the Governor in November 1997.   
 
The College Illinois! Prepaid Tuition Program offers plans for public 
university semesters, community college semesters and a combined plan 
that includes two years at a community college and two years at a public 
university. Plans can be purchased one semester at a time or up to a 
maximum of nine semesters for any one future student. Benefits may also 
be used at private colleges within Illinois and at public universities and 
private colleges and universities across the country as well.   
 
The program has no age restrictions for future students. Beneficiaries of a 
plan do not have to choose a school until time of college enrollment. Plans 
can be purchased with a single lump-sum payment, or in monthly or 
annual installments for five, ten or fifteen years.  College Illinois! Prepaid 
Tuition Program benefits cover undergraduate tuition and mandatory fees, 
but not other expenses such as room and board, books and 
transportation. 
 
Benefits provided by the College Illinois! Prepaid Tuition Program are 
entirely exempt from both federal and state income tax.  In addition, 
contributions up to a maximum of $10,000 per individual or $20,000 per 
couple are deductible from Illinois taxable income. 
  
A College Illinois! Prepaid Tuition Program contract can protect 
purchasers against tuition and fee increases that have historically 
averaged approximately eight percent per year over the past 20 years at 
public universities in Illinois. Thousands of Illinois families have enjoyed 
the benefits of this affordable, flexible and tax-advantaged program, 
making it the cornerstone of their college funding plan. 
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SUMMARY OF RESULTS  

 

Principal Valuation Results  

 

Valuation Date:

Membership Summary:

Counts

          Not yet Matriculating 44,778 45,263

          Matriculating 8,866 9,012

          Total 53,644 54,275

Average years until Enrollment if Not yet Matriculating 6.3 6.3

Assets 
1

·         Market Value of Assets (MVA) $1,282,010,412 $1,291,215,294 

·         Actuarial Value of Assets (AVA) $1,339,658,873 $1,348,019,565 

·         Estimated Return on MVA 16.88% 20.19%

·         Estimated Return on AVA 2.81% 0.90%

·         Ratio – AVA to MVA 104.50% 104.40%

$1,818,347,534 $1,851,120,398 

Unfunded Liabilities (Based on Actuarial Value of Assets) $478,688,662 $503,100,832 

Unfunded Liabilities (Based on Market Value of Assets) $536,337,123 $559,905,103 

Funded Ratio   

·         Based on Actuarial Value 73.7% 72.8%

·         Based on Market Value 70.5% 69.8%
 

March 31, 2011June 30, 2011

Actuarial Liabilities (Present Value of Future Tuition 

Payments, Fees, and Administrative Expenses)

 
1
 Asset values include present value of expected future contributions from current members. 
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Funded Status as of June 30, 2011 (Based on Market Value of Assets) 

 

 June 30, 2011 

Actuarial Present Value of Future 

Tuition Payments, Fees and Expenses 
$1,818,347,534 

Market Value of Assets (Including the 

Present Value of Installment Contract 

Receivables) 

$1,282,010,412 

Deficit/(Surplus) as of June 30, 2011 $536,337,123 

 

 
Funded Status as of June 30, 2011 (Based on Actuarial Value of Assets) 

 

 June 30, 2011 

Actuarial Present Value of Future 

Tuition Payments, Fees and Expenses 
$1,818,347,534 

Actuarial Value of Assets (Including the 

Present Value of Installment Contract 

Receivables) 

$1,339,658,873 

Deficit/(Surplus) as of June 30, 2011 $478,688,662 
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Gain/Loss Summary 

 

Unfunded Liability 

(Market Value of 

Assets)

Values at June 30, 2010  $     531,271,895 

Projected Values at June 30, 2011  $     548,401,665 

(Gain)/Loss Due to:

Investment Experience  $     (82,811,259)

Change in Assumptions         112,715,224 

Tuition/Fee Inflation and Other         (41,968,507)

Total  $     (12,064,542)

Actual Values at June 30, 2011  $     536,337,123 
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DISCUSSION 
 

Actuarial Valuation 
 

Gabriel, Roeder, Smith & Company (“GRS”) has performed an actuarial soundness valuation of the 

College Illinois!® Prepaid Tuition Program (“CIPTP”) as of June 30, 2011.  
 

The primary purposes of the actuarial soundness valuation are to:  

 determine the actuarial present value of the obligations for prepaid tuition contracts purchased 

through June 30, 2011 and compare such liabilities with the value of the assets associated with the 

program as of that same date; and 

 analyze the factors which caused the deficit/surplus to change since the prior actuarial valuation. 
 

This report summarizes those results and also presents the results of a continuing business model. 

Finally the report also presents the impact of variances in the rate of tuition and fee increases as well as 

the rate of investment return on assets. 

In addition, the report provides summaries of the member data, financial data, plan provisions, and 

actuarial assumptions and methods. 

GRS also performed an actuarial soundness valuation of the CIPTP as of March 31, 2011, in 

accordance with the April 1, 2011, Resolution of ISAC.  The actuarial assumptions and methods used 

for this June 30, 2011, actuarial soundness valuation are consistent with the assumptions and methods 

used for the March 31, 2011, actuarial soundness valuation.  The valuation as of March 31, 2011, 

produced actuarial liabilities of $1,851,120,398, market value of assets of $1,291,215,294, and an 

actuarial value of assets of $1,348,019,565. 

Background 
 

Legislation authorizing ISAC to administer an Illinois Prepaid Tuition Program was passed in November 

1997.  The purpose of the program is to provide Illinois families with an affordable tax-advantaged 

method to pay for college.  CIPTP is open to all Illinois residents and non-Illinois residents purchasing 

for Illinois-resident beneficiaries. CIPTP contracts may allow participants to prepay the cost of tuition 

and mandatory fees at Illinois public universities and community colleges at expected projected costs, 

which may be more stable than actual future costs.   
 

Benefits of the program can also be used at private and out-of-state colleges and universities.  Contracts 

can be purchased in a lump sum or in installments. As a Section 529 plan, CIPTP earnings are 100 

percent exempt from state and federal income taxes. 
 

The first CIPTP contracts were offered for sale in 1998. As of June 30, 2011, the CIPTP had 53,644 

contracts in force. 
 

Actuarial Assumptions 
 

The valuation results summarized in this report involve actuarial calculations that require assumptions 

about future events.  The major actuarial assumptions used in this analysis were provided by and are the 

responsibility of ISAC.  
 

The following table summarizes the key actuarial assumptions used in the June 30, 2011, actuarial 

valuations (which are consistent with the assumptions and methods used for the March 31, 2011, 

actuarial soundless valuation) and the comparable assumptions used in the prior June 30, 2010 actuarial 

valuation.  
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Key Actuarial Assumptions – Changes Since Prior Valuation 

Assumption June 30, 2011  June 30, 2010 

Net investment return assumption (net of 

investment expense load of 35 basis 

points) 

7.5% 8.9% in 2011 and 8.4% in future 

years 

Future New Contract Sales 2,500 new 

contracts sold per 

year  

3,500 new contracts sold in 2011, 

increasing by 500 per year capped at 

15,000 
 

The net investment return assumption of 7.5 percent was provided to us by ISAC.  Given the current 

asset allocation and expected liquidity requirements, the net investment rate of return assumption of 

7.50 percent appears to be a reasonable assumption consistent with applicable Actuarial Standards of 

Practice. 
 

The assumption regarding the number of new contracts sold per year (2,500) is used for the ongoing 

business scenario and was based on the average number of contracts actually sold over the prior three 

years (3,674 in 2008, 3,051 in 2009, and 867 in 2010).  However, because the number of new contracts 

sold per year has been decreasing over the most recent three year period, we have also performed an 

analysis of the sensitivity of changing this assumption to 1,000 or 500 new contracts sold per year, and 

maintaining the assumption at 3,500 new contracts sold per year (the prior year assumption). 
 

Future actuarial measurements may differ significantly from the current measurements presented in 

this report due to such factors as the following: plan experience differing from that anticipated by the 

economic or demographic assumptions; changes in economic or demographic assumptions; and 

changes in plan provisions or applicable law.  We have performed an analysis of the sensitivity of 

certain changes in future assumptions. 

 

Financial Status of Program as of June 30, 2011 
 

As of June 30, 2011, the present value of all future tuition obligations under contracts outstanding (and 

including future administrative expenses) at that date is $1,818,347,534.  Fund assets as of June 30, 

2011, including the actuarial value of program assets and the present value of installment contract 

receivables, is $1,339,658,873. Fund assets, including the market value of program assets and the 

present value of installment contract receivables, is $1,282,010,412. 
 

The difference between the present value of future tuition obligations and the value of assets as of June 

30, 2011, represents a program deficit of $478,688,662 on an actuarial value of assets basis, and 

$536,337,123 on a market value of assets basis. The comparable program deficit as of the last 

valuation as of June 30, 2010, was $340,875,271 on an actuarial value of assets basis, and 

$531,271,895 on a market value of assets basis. 
 

The following table summarizes the deficit of the CIPTP as of June 30, 2011, with comparable figures 

from the prior actuarial valuation as of June 30, 2010, and the special interim actuarial valuation as of 

March 31, 2011. 

 

CIPTP Deficit (Unfunded Liabilities) 

Deficit based on: June 30, 2011 March 31, 2011 June 30, 2010 

Actuarial Value of Assets $478,688,662 $503,100,832 $340,875,271 

Market Value of Assets $536,337,123 $559,905,103 $531,271,895 
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Gain/Loss Analysis 

 

As described above, the program deficit increased from $531.3 million as of June 30, 2010 to $536.3 

million as of June 30, 2011 based on the market value of assets. Based on the actuarial assumptions, the 

deficit was expected to increase to $548.4 million. The primary factors which caused the expected deficit 

to decrease by $12.1 million include the change in the net investment return assumption, investment 

gains, tuition and fee increases less than expected, and other demographic gains. 

 

The program deficit decreased from $559.9 million as of March 31, 2011, to $536.3 million as of June 

30, 2011, based on the market value of assets, and the funded ratio on a market value of assets basis 

increased from 69.8 percent as of March 31, 2011, to 70.5 percent as of June 30, 2011. 

 

Benefit Provisions 

 

The basic terms and conditions of the College Illinois!® Prepaid Tuition Program (the “Program”) are 

included in the Illinois Prepaid Tuition Act, 110 ILCS 979 (the “Act”) and ISAC Administrative Rules 

(23 Ill. Adm. Code 2775, et. seq.) (“ISAC Rules”).  

 

We understand there were no changes in the program provisions since the last actuarial valuation as of 

June 30, 2010.  

 

Assets 

 

CIPTP assets are held in trust.  ISAC provided the asset information used in the June 30, 2011 actuarial 

valuation. 

 

This report contains several exhibits summarizing the plan’s assets, including a summary of the market 

value of assets broken down by asset category, a reconciliation of the assets from the last valuation date 

to the current valuation date and a development of the actuarial value of assets. The investment rate of 

return on market value was 16.9 percent. 

 

The actuarial value of assets is a smoothed market value. A smoothed value is used in order to dampen 

some of the year-to-year fluctuations in the deficit/surplus which occurs due to year to year fluctuations 

in market value.  The smoothing method used phases in differences between the actual and expected 

market returns over five years.  

 

The actuarial value is currently 104.5 percent of the market value. Over any short time period, a disparity 

between actuarial value and market value may appear, but in the long-run, we would expect the actuarial 

value and the market value to continue to track each other fairly closely. As of June 30, 2011, the plan 

has $57,648,461 in deferred asset losses (the difference between the market and actuarial values) that will 

be recognized over the next four valuations. 

 

Open Group Ongoing Business Scenario 

 

Exhibits III, IV, V, and VI present the results of an open group scenario assuming the sale of additional 

new contracts.   
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Exhibit III illustrates the program results based on an investment return assumption of 7.5 percent and 

an assumption of 3,500 new contract sales each year.  Under this new contract sales assumption, the 

CIPTP is projected to have a funded status of 100 percent in 22 years by 2033. 

 

Exhibit IV illustrates the program results based on an investment return assumption of 7.5 percent and 

an assumption of 2,500 new contract sales each year.  Under this moderate new contract sales 

assumption, the CIPTP funded status is projected to stay fairly level at about 70 percent for a number 

of years before gradually improving to 90 percent in 2035.  

 

Finally, Exhibits V and VI illustrate the program results based on an investment return assumption of 

7.5 percent and an assumption of 1,000 and 500 new contract sales each year. Under these more 

conservative new contract sales assumptions, member payments, fund principal and investment income 

are projected to be insufficient to make the required tuition payments and additional funds will be 

required for a period of time. 

 

The level of contribution premium over the expected costs can significantly impact the future sales 

assumption and we recommend a thorough review. The projection scenarios are for illustrative 

purposes only and do not consider how increases in the member's required contribution can impact 

future sales.
a
 

 

Closed Group (Run-Off) Scenario  

 

While the closing of the program has not occurred, in Exhibit VII, we have provided a closed group 

projection for illustration purposes (i.e., run off scenario) assuming no new contract sales after June 30, 

2011.  Under this scenario, member payments, fund principal and investment income are projected to 

be insufficient to make the required tuition payments by the year 2022 and additional funds will be 

required to maintain solvency ($1.6 billion for the period 2022 to 2036).  Under this scenario, the 

shortfall is expected to grow from the current level of $536 million until it reaches a high of $1.1 

billion in 2022. 

 

 
aThis report is not a recommendation to anyone to participate or not participate in the CIPTP.  GRS makes no representations or 

warranties to any person participating in or considering participation in the CIPTP. Current and future participants should be aware 

that the promises of the CIPTP will only be met if the assets of the CIPTP are sufficient to pay its obligations. 
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Exhibit I 

Principal Valuation Results 

 

June 30, 2011 March 31, 2011 June 30, 2010
a

1 Number of Members

a. Not yet Matriculating: 44,778 45,263

b. Matriculating: 8,866 9,012

c. Total 53,644 54,275 54,900

Average Years until Enrollment if Not Yet Matriculating 6.3 6.3

2 Assets

a. Market Value of Assets (in Trust)  $ 1,132,275,368  $ 1,120,006,463  $    986,428,308 

b. PV Future Member Contributions        149,735,044        171,208,831        173,526,170 

c. Unrecognized Gains and (Losses)         (57,648,461)         (56,804,271)       (190,396,624)

d. Total Actuarial Value of Assets (AVA) (2a + 2b - 2c)  $ 1,339,658,873  $ 1,348,019,565  $ 1,350,351,102 

3 Actuarial Results

Liabilities

a. Not yet Matriculating - Tuition and Fees  $ 1,578,458,389  $ 1,595,468,523 

b. Matriculating - Tuition and Fees        168,061,383        171,906,076 

c. Present Value of Future Administrative Expenses          71,827,762          83,745,799 

d. Total  $ 1,818,347,534  $ 1,851,120,398  $ 1,691,226,373 

Unfunded Liability (Based on AVA)  $    478,688,662  $    503,100,832  $    340,875,271 

Unfunded Liability (Based on MVA)  $    536,337,123  $    559,905,103  $    531,271,895 

Funded Ratio 

Actuarial Value of Assets 73.7% 72.8% 79.8%

Market Value of Assets 70.5% 69.8% 68.6%

a
 Based on report of the prior actuary
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Exhibit II 

Gain/Loss Summary 

 

Present Value of 

Benefits

Market Value of 

Assets

Unfunded Liability 

(Market Value of 

Assets)

Values at June 30, 2010  $  1,691,226,373  $  1,159,954,478  $     531,271,895 

Projected Values at June 30, 2011  $  1,744,441,622  $  1,196,039,957  $     548,401,665 

(Gain)/Loss Due to:

Investment Experience  $                       -  $       82,811,259  $     (82,811,259)

Change in Assumptions         115,874,420             3,159,196         112,715,224 

Tuition/Fee Inflation and Other         (41,968,507)                           -         (41,968,507)

Total  $       73,905,913  $       85,970,455  $     (12,064,542)

Actual Values at June 30, 2011  $  1,818,347,534  $  1,282,010,412  $     536,337,123 
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Exhibit VIII 

Sensitivity Testing Results 

 

The actuarial assumptions regarding future increases in tuition costs and fees and the future rate of 

investment return were prescribed to us by the ISAC. In our opinion, the assumptions prescribed to us 

are reasonable for the purpose of the measurement. However, no one really knows what the future 

holds with respect to economic and other contingencies.  For example, while it is assumed that the 

assets of the fund will earn 7.5 percent each year throughout the life of the contracts, actual returns are 

expected to vary from year to year. Therefore, we have projected CIPTP results under alternative 

assumptions for future investment income, tuition increases, and fee increases.  

 

1. Tuition increases are 100 basis points higher/lower in each future year than assumed in the 

baseline valuation (measurement of soundness). 

2. Fee increases are 100 basis points higher/lower in each future year than assumed in the baseline 

valuation (measurement of soundness). 

3. The investment return is 50 basis points higher/lower in each future year than assumed in the 

baseline valuation (measurement of soundness). 

 

The impact of each of these scenarios on the principal valuation results is presented on the following 

page.



C
o
lleg

e Illin
o
is!®

 P
rep

aid
 T

u
itio

n
 P

ro
g
ram

 
S

ection
 B

 
 

 
17 

 E
x
h

ib
it V

III 

S
en

sitiv
ity

 T
estin

g
 R

esu
lts (C

o
n

tin
u

ed
) 

 $
 in

 M
illio

n
s 

C
u
rre

n
t V

a
lu

a
tio

n
 

A
s
s
u
m

p
tio

n
s

A
s
s
u
m

e
d
 T

u
itio

n
 

In
c
re

a
s
e
s
 +

1
0
0
 

B
a
s
is

 P
o
in

ts

A
s
s
u
m

e
d
 T

u
itio

n
 

In
c
re

a
s
e
s
 -1

0
0
 

B
a
s
is

 P
o
in

ts

A
s
s
u
m

e
d
 F

e
e
 

In
c
re

a
s
e
s
 +

1
0
0
 

B
a
s
is

 P
o
in

ts

A
s
s
u
m

e
d
 F

e
e
 

In
c
re

a
s
e
s
 -1

0
0
 

B
a
s
is

 P
o
in

ts

A
s
s
u
m

e
d
 

In
v
e
s
tm

e
n
t 

R
e
tu

rn
 +

5
0
 B

a
s
is

 

P
o
in

ts

A
s
s
u
m

e
d
 

In
v
e
s
tm

e
n
t 

R
e
tu

rn
 -5

0
 B

a
s
is

 

P
o
in

ts

1
 

A
sse

ts

a
. M

a
rk

e
t V

a
lu

e
 o

f A
sse

ts (in
 T

ru
st)

$
1
,1

3
2
.3

$
1
,1

3
2
.3

$
1
,1

3
2
.3

$
1
,1

3
2
.3

$
1
,1

3
2
.3

$
1
,1

3
2
.3

$
1
,1

3
2
.3

b
. P

V
 F

u
tu

re
 M

e
m

b
e
r C

o
n
trib

u
tio

n
s

1
4
9
.7

1
4
9
.7

1
4
9
.7

1
4
9
.7

1
4
9
.7

1
4
7
.9

1
5
1
.6

c
. U

n
re

c
o

g
n
ize

d
 G

a
in

s a
n
d

 (L
o

sse
s)

-5
7

.6
-5

7
.6

-5
7

.6
-5

7
.6

-5
7

.6
-5

7
.6

-5
7

.6

d
. T

o
ta

l A
c
tu

a
ria

l V
a
lu

e
 o

f A
sse

ts (A
V

A
) (2

a
 +

 2
b

 - 2
c
)

$
1
,3

3
9
.6

$
1
,3

3
9
.6

$
1
,3

3
9
.6

$
1
,3

3
9
.6

$
1
,3

3
9
.6

$
1
,3

3
7
.8

$
1
,3

4
1
.5

2
 

A
c
tu

a
ria

l R
e
su

lts

L
ia

b
ilitie

s

a
. N

o
t y

e
t M

a
tric

u
la

tin
g
 - T

u
itio

n
 a

n
d

 F
e
e
s

$
1
,5

7
8
.5

$
1
,6

6
3
.8

$
1
,5

0
0
.6

$
1
,6

0
8
.0

$
1
,5

5
1
.7

$
1
,5

1
6
.0

$
1
,6

4
4
.7

b
. M

a
tric

u
la

tin
g
 - T

u
itio

n
 a

n
d

 F
e
e
s

1
6
8
.1

1
6
8
.2

1
6
8
.0

1
6
8
.4

1
6
7
.8

1
6
7
.1

1
6
9
.0

c
. P

re
se

n
t V

a
lu

e
 o

f F
u
tu

re
 A

d
m

in
istra

tiv
e
 E

x
p

e
n
se

s
7
1
.8

7
1
.8

7
1
.8

7
1
.8

7
1
.8

6
7
.0

7
7
.3

d
. T

o
ta

l
$
1
,8

1
8
.4

$
1
,9

0
3
.8

$
1
,7

4
0
.4

$
1
,8

4
8
.2

$
1
,7

9
1
.3

$
1
,7

5
0
.1

$
1
,8

9
1
.0

U
n
fu

n
d

e
d

 L
ia

b
ility

 (B
a
se

d
 o

n
 A

V
A

)
$
4
7
8
.8

$
5
6
4
.2

$
4
0
0
.8

$
5
0
8
.6

$
4
5
1
.7

$
4
1
2
.3

$
5
4
9
.5

F
u
n
d

e
d

 R
a
tio

 

M
a
rk

e
t V

a
lu

e
 o

f A
sse

ts
7
0
.5

%
6
7
.3

%
7
3
.7

%
6
9
.4

%
7
1
.6

%
7
3
.2

%
6
7
.9

%

A
c
tu

a
ria

l V
a
lu

e
 o

f A
sse

ts
7
3
.7

%
7
0
.4

%
7
7
.0

%
7
2
.5

%
7
4
.8

%
7
6
.4

%
7
0
.9

%

D
iffe

re
n
c
e
 F

ro
m

 C
u
rre

n
t A

ssu
m

p
tio

n
s

U
n
fu

n
d

e
d

 L
ia

b
ility

 (B
a
se

d
 o

n
 A

V
A

)
$
0
.0

$
8
5
.4

-$
7

8
.0

$
2
9
.8

-$
2

7
.1

-$
6

6
.5

$
7
0
.7

F
u
n
d

e
d

 R
a
tio

 (B
a
se

d
 o

n
 A

V
A

)
0
.0

%
-3

.3
%

3
.3

%
-1

.2
%

1
.1

%
2
.7

%
-2

.8
%

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

SECTION C 

F U N D  A S S ETS 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 



College Illinois!® Prepaid Tuition Program Section C 

 

 18 

 

STATEMENT OF PLAN ASSETS 

(ASSETS AT MARKET OR FAIR VALUE) 
 

College Illinois!® Prepaid Tuition Program

           Statement of Plan Net Assets

       Year ended June 30, 2011

 $ 49,120,394

 $ 386,216,468

267,285,482

71,609,377

302,225,492

48,763,817

$ 1,076,100,636

7,054,338

 $ 1,132,275,368  

Other

Cash

Investments

Equity

Real Estate

Total Assets

Fixed Income

Private Equity

Hedge funds

Total Investments
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ALLOCATION OF ASSETS AT JUNE 30, 2011 
 

 
 

  

Cash

Equity

Fixed Income

Real Estate

Private Equity

Hedge funds

Other

Fixed Income 

Equity 
Private Equity 

Real Estate 

Hedge Funds 
Other 

Cash 
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RECONCILIATION OF PLAN ASSETS 

 

College Illinois!® Prepaid Tuition Program

Statement of Changes in Plan Net Assets

7/1/2010

6/30/2011

 $ 66,439,846                 

23,101,228                 

145,793,842               

 $ 235,334,916               

$ 78,510,946                 

4,013,127                   

6,824,974                   

 $ 89,349,047                 

   $ 145,985,869               

 $ 986,289,499               

 $ 1,132,275,368            

149,735,044               

 $ 1,282,010,412             

Realized/Unrealized investment gains/(losses)

Total Additions

Deductions:

Beginning of period - Adjusted (7/1/2010)

End of period (6/30/2011)

Total Deductions

Net increase

Market Value of Assets:

Twelve Month Period ended June 30, 2011

Additions:

Net contributions received

Gross investment income

Beginning of Period

End of Period

Present Value of Future Contributions by Current Contract 

Holders

Value of Total Fund Assets

Tuition payments

Investment expenses & advisory fees

Administrative expenses
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2,802

4,027

46,815

College Illinois! Prepaid Tuition Program

Counts by Contract Type

Current Members as of 6/30/2011

Community College Combination Univ./CC University

53,644 

Total

 

Community College 

University 

Combination 

Univ./CC 
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3,304

2,222

41,289

College Illinois! Prepaid Tuition Program

University Counts by Type 

Current Members as of 6/30/2011

University University Plus Legacy  

46,815 

Total

Legacy 

University University Plus 
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VALUATION METHODS 
 

Actuarial Value of Assets - The Actuarial Value of Assets recognize assumed investment income fully 

each year.  Differences between actual and assumed investment return are phased in over a closed 5-

year period.  During periods when investment performance exceeds the assumed rate, Actuarial Value 

of Assets will tend to be less than Market Value.  During periods when investment performance is less 

than the assumed rate, Actuarial Value of Assets will tend to be greater than Market Value. 

 

VALUATION ASSUMPTIONS 
 

The actuarial assumptions used in the valuation are shown in this Section. 

 

Measurement Date  June 30, 2011 

 

The net investment return rate 7.50 percent per annum, compounded annually 

 

Weighted Average Tuition and Increases by Contract Type 
 

Legacy University University Plus Community College

2011-2012 Tuition WAT 9,956$    9,022$    13,092$  2,985$             

2011-2012 Fee 2,995$    2,941$    3,172$    412$                

2011-2012 Total WAT 12,951$  11,963$  16,264$  3,397$             

Tuition/Fee Increase Assumption 8.00% 7.50% 8.50% 6.50%  

Contract Type

 
For continuing students at public universities and students attending community colleges, fees are 

combined with tuition in our projections and follow their respective tuition inflation assumptions. 

 

These assumptions were chosen by the Board and consider historical Illinois public tuition and fee 

inflation, typically over a 20-year horizon, as well as current economic and political conditions. The 

“University Plus” contract has separate assumptions due to the belief that UIUC has more pricing 

power than other Illinois public universities. 

 

Legacy University University Plus Community College

2011-2012 Total Tuition/Fee WAT 12,951$  11,963$  16,264$  3,397$             

2010-2011 Total Tuition/Fee WAT 12,322$  11,441$  15,322$  3,307$             

WAT Increase 5.10% 4.56% 6.15% 2.72%

Tuition/Fee Increase Assumption 8.00% 7.50% 8.50% 6.50%  

Contract Type

 
Truth in Tuition  

We have segregated the beneficiaries into two categories, those beneficiaries that fall under the Truth 

in Tuition law and those that do not. It was assumed that if the beneficiary has enrolled in school prior 

 

to the fall of 2004, they would not be covered under the Truth in Tuition law. Furthermore, the Truth in 

Tuition law does not apply to community colleges. 
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For Truth in Tuition beneficiaries, it was assumed that their tuition will not increase in their second, 

third and fourth year of school. If they attend school beyond four years, it was assumed that their 

tuition would increase to the amount of an incoming freshman. For all other beneficiaries, it was 

assumed that tuition will rise for each year enrolled. It was assumed fees will rise for each year 

enrolled. 

 

Administrative Expenses 

Administrative expenses of the Program are assumed to be paid through a combination of investment 

earnings and fees assessed on purchasers.  For purposes of the closed group projections, marketing 

expenses were excluded as it is assumed those costs should be applicable only to future contracts. It 

was assumed that the present value of future administrative expenses will be equal to a fixed 

percentage (which varies based on the projection scenario) of the present value of future benefits. 

These percentages were 5.0 percent for the closed group run off scenario, 6.0 percent for the 

continuing business model using the prior year assumptions, 5.5 percent for the continuing business 

model using the current year assumptions and 2,500 new contract sales per year, 5.25 percent for the 

continuing business model using the current year assumptions and 1,000 new contract sales per year 

and 5.0 percent for the continuing business model using the current year assumptions and 500 new 

contract sales per year. 

 

Bias Load 

“Legacy” contract beneficiaries were assumed on average to attend more expensive schools than 

indicated by the headcount information that was used to determine the 2011-2012 WAT.  A load of 4.6 

percent was added to the tuition assumption to recognize this bias toward enrollment at more 

expensive schools.  No bias load was applied to the “University” and “University Plus” beneficiaries 

due to the separation of UIUC which historically has been the significant driver behind the need for the 

bias load. 

 

Future Contract Sales 

It is assumed that 2,500 contracts will be sold during the 2011-2012 and each future enrollment period.  

 

Mortality and disability 

No assumption is made for death or disability.  Valuing the rate of incidence is expected to be 

immaterial. 

 

Future Beneficiary Profile 

The characteristics of future beneficiaries are assumed to be the same as the characteristics of 2010 

new beneficiaries. 

 

 

 

 

 

 

 

The rates of enrollment  
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These rates are used to measure the probability of eligible members matriculating during the next year. 

 

Actual 

Matriculation

(Expected Mat 

Yr Plus Below) 0 1 2 3 4 5 6 7 8 9 10+

0 69.5%

1 11.5% 37.7%

2 8.0% 26.2% 42.1%

3 3.8% 12.3% 19.7% 34.1%

4 1.8% 5.7% 9.2% 15.9% 24.1%

5 1.1% 3.6% 5.8% 10.0% 15.2% 20.0%

6 1.0% 3.3% 5.3% 9.1% 13.8% 18.2% 22.7%

7 0.9% 2.8% 4.5% 7.7% 11.7% 15.5% 19.3% 25.0%

8 0.9% 2.8% 4.5% 7.7% 11.7% 15.5% 19.3% 25.0% 33.3%

9 0.9% 2.8% 4.5% 7.7% 11.7% 15.5% 19.3% 25.0% 33.3% 50.0%

10 0.9% 2.8% 4.5% 7.7% 11.7% 15.5% 19.3% 25.0% 33.3% 50.0% 100.0%  

Matriculating Probability Rates for Qualified Beneficiaries

Years Past Expected Matriculation

 
 

Rates of separation from active membership  

It was assumed that 12.5 percent of contracts sold will not be utilized. This assumption was based on 

the historical cancellations of the Program. In the event of a cancellation, it was assumed that a refund 

will be paid equivalent to the 2010-2011 “Legacy” / “University” / “University Plus” WAT increased 

by 2 percent for each subsequent year. 

 

Utilization of benefits 

Once they start matriculating, beneficiaries are assumed to use the benefits as described by the CIPTP 

Master Agreement according to the schedule below. 

1-2 3-4 5-6 7-8 9

1 80% 45% 33% 24% 20%

2 15% 30% 25% 24% 19%

3 5% 15% 18% 20% 17%

4 5% 12% 18% 15%

5 5% 7% 7% 13%

6 3% 3% 7%

7 2% 2% 5%

8 1% 3%

9 1% 1%  

Number of Years 

Since Matriculation

Distribution of Benefit Utilization

Number of Semesters Purchased

 
 

Once a member has matriculated, it is assumed that beneficiaries will utilize 30 credits per year until 

benefits are fully depleted. 
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PLAN PROVISIONS 
 

A. Type of Contract Two types of contract are available for purchase: public 

university or community college. 

 

In the event that a public university contract is converted for 

usage at a community college, then the amount refunded shall be 

on a semester-by-semester basis. The refund should be the current 

value of the original contract minus the current value of the 

contract after conversion. 

  

B. Benefit Covered benefits include tuition and mandatory fees at an Illinois 

public university or community college based on the in-state or 

in-district undergraduate rate for a full-time student. 

 

Mandatory fees are fees that are required upon enrollment for all 

students attending the particular institution. 

 

The benefit does not include any optional fees, expenses or cost 

of supplies. 

 

Benefit shall never be less than payment amount. 

 

C.  Member Contributions Optional forms of benefit payment are available as follows: 

 Lump Sum 

 Monthly installments with terms of 60 months/ 120 months/ 

180 months 

 Annual installments with terms of 5 years/ 10 years/ 15years 

 Down payment options are available for installment plans. 

  

D. Private or Out-of-State Institutions 

 

For beneficiaries attending private or out-of-state institution, the 

plan will pay an amount based upon the weighted average tuition 

and mandatory fees at Illinois public universities or community 

colleges depending on the type of contract purchased. 

 

Alternatively benefits can be transferred to a member of the 

family or a purchaser can choose to receive a refund payment 

equal to all contributions, plus two percent interest, less 

applicable cancellation fees. 

 
E.  Scholarship If a qualified beneficiary is awarded a grant or scholarship that 

duplicates the benefits covered by a prepaid tuition contract, the 

purchaser may request a refund in semester installments.  

 

Illinois public university or community college - the installments 

will be in an amount equal to the current cost of in-state or in-

district registration fees at that institution, less any benefits used to 

pay registration fees not covered by the scholarship and any 

applicable fees.  
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Illinois Private Institution or an eligible Out-of-State Institution - 

the installments will be in an amount equal to the current average 

mean-weighted credit hour value of registration fees at Illinois 

public universities or Illinois community colleges, depending on 

the type of the purchased contract, less any benefits used to pay 

registration fees not covered by the scholarship and any applicable 

fees. 

  

F.  Not Attending an Institution of 

Higher Education 

Benefits can be transferred to a member of the “family” as defined 

in Section 529 of the Internal Revenue Code. 

  

Purchasers can also choose to postpone the beneficiary’s use of 

contract benefits to a later time or receive a refund payment equal 

to all contributions, plus two percent interest, less applicable 

cancellation fees. 

  

G. Death/Disability of Qualified    

Beneficiary 

Refunds equal to amount paid with all accrued earnings will be 

made to purchaser. 

  

 

H.  Changes from Previous 

 Valuation 

None 

 

 

I.  Other Ancillary Benefits There are no ancillary benefits. 
 

 

 



 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
ISAC #F3289  4/12 (ON3289  35   4/12) Printed by authority of the State of Illinois 


	CI - AR - whole - FY11.pdf
	Kym M. Hubbard, Chairman
	of Chicago
	Treasurer and Chief Investment Officer, Ernst & Young, LLP

	Miguel del Valle, Vice Chairman
	Kevin B. Huber
	of Libertyville
	Executive Director and Chief Investment Officer, Chicago Teachers’ Pension and Retirement Fund
	PROGRAM OVERVIEW

	FINANCIAL STATEMENTS
	ACTUARIAL REPORT
	Blank Page
	Blank Page
	Blank Page
	Blank Page

	Blank Page
	Blank Page
	Blank Page



