2000 HB 180/HCS

February 2, 2000

Page 2

COMMONWEALTH OF KENTUCKY

STATE FISCAL NOTE STATEMENT
GENERAL ASSEMBLY
LEGISLATIVE RESEARCH COMMISSION

2000 REGULAR SESSION
1998-99 INTERIM

MEASURE

(X) 2000 BR No.
357

(X)
House
Bill No.
180/HCS

() Resolution No.


() Amendment No.


SUBJECT/TITLE
An act relating to postsecondary education prepaid tuition

SPONSOR
Representative Rocky Adkins

NOTE SUMMARY

Fiscal Analysis:
                  Impact
               No Impact
    X   Indeterminable Impact

Level(s) of Impact:
           X       State
                       Local
               Federal

Budget Unit(s) Impact
Department of Treasury

Fund(s) Impact:
              General
                Road
               Federal


      X       Restricted Agency (Type)
               (Other)

FISCAL SUMMARY

_____________________________________________________________________________

Fiscal Estimates
1999-2000
2000-2001
2001-2002
Future Annual

Rate of Change

Revenues (+/-)





Expenditures (+/-)

Indeterminable
Indeterminable


Net Effect

Indeterminable
Indeterminable


______________________________________________________________________________

MEASURE'S PURPOSE:  HB 180/HCS will establish the Commonwealth Postsecondary Education Prepaid Tuition Trust Fund to be governed by a board of directors and administered by a division in the Office of the State Treasurer.

PROVISION/MECHANICS:  Creates new sections of KRS 164A and 41 to create the Commonwealth Postsecondary Prepaid Tuition Trust Fund to be governed by a board of directors and administered by an office in the Office of the State Treasurer; establishes a 13 member board, including 3 gubernatorial appointees and 3 state treasurer appointees and seven ex officio members to administer the fund; requires the public universities, community colleges, and technical colleges to participate; permits other accredited Kentucky colleges to voluntarily participate in the program with board approval; establish the duties of the board of directors and the responsibilities of the State Treasurer regarding the prepaid tuition program; permits transfer of the abandoned property fund under KRS 393 for the administrative account and requires funds be paid back within 3 years of the date of transfer; identifies the use of prepaid tuition; defines the processes for termination of prepaid tuition contracts and refunds; requires the board of directors to promulgate administrative regulations; amends KRS 164.746 to add the State Treasurer to the board of directors for the Kentucky Higher Education Assistance Authority and to require joint marketing of the prepaid tuition program and the Kentucky Savings Plan Trust; creates a new section of KRS 393 to earmark 75% of the abandoned property fund to support any trust fund unfunded liability; and establishes the academic year 2001-2002 as the first year for purchase of prepaid tuition. 

FISCAL EXPLANATION:  The fiscal impact of HB 180/HCS is indeterminable.  The costs of professional services in the areas of actuarial analysis, accounting, management of investments, and marketing are not known.  Approximately $500,000 each year is the expected costs.  This is somewhat based on the costs in Alabama that totaled $533,900 in operating expenditures.  Included in the cost are the following:  Full-time Executive Director; professional service costs, and operating costs.  The legislation also allows the Department of Treasury to set fees to support this operation.  This provision would enable the program to recoup the costs to establish the program and provide for self sufficiency.  Lastly, this legislation allows the trust fund to borrow the moneys needed to start this program from the property abandoned funds under KRS Chapter 293.  These moneys must be paid back to the General Fund within three years after the transfer.

In the event the Prepaid Tuition Trust Fund is not sufficient to cover tuition increases, the maximum potential unfunded liability is estimated to be $35,000 per year.  Given that the Abandoned Property Fund could be used to support other public programs, and to the extent the Fund is utilized for the purposes permitted in HB 180/HCS, a fiscal impact may occur.  (The Executive Branch Budget provides $731,900 each year in FB 2000-0002 for administration of the Unclaimed Property Program from the Abandoned Property Fund.)
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