
HOUSE BILL No. 4175
February 9, 1993, Introduced by Rep. Gagliardi and referred to the Committee on 

Higher Education.

A b i l l  t o  amend s e c t i on 13 o f  Ac t  No. 316 o f  t h e  P u b l i c  A c t s  

of 1986 , e n t i t l e d  

"Michigan education  tr u s t  a c t ,"

b e in g  s e c t i o n  3 9 0 .1 4 3 3  o f  t h e  M ic h ig a n  C o m p ile d  Law s; a n d  t o  a d d  

s e c t i o n  1 1 a .

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

1 S e c t i o n  1. S e c t i o n  13 o f  A c t  No. 316 o f  t h e  P u b l i c  A c t s  o f

2 1986, b e i ng s e c t i o n  3 9 0 .1 4 3 3  o f  t h e  M ich i g a n  Compiled* L aw s, i s

3 amended a n d  s e c t i o n  11a i s  a d d e d  t o  r e a d  a s  f o l l o w s :

4 SEC. 11 A. THE BOARD SHALL ENSURE THAT AN ENROLLMENT PERIOD

5 FOR ADVANCE TUITION PAYMENT CONTRACTS IS  PROVIDED AT LEAST

6 ANNUALLY. DURING THE ANNUAL ENROLLMENT PERIOD, THE TRUST SHALL

7 OFFER ADVANCE TUITION PAYMENT CONTRACTS TO POTENTIAL PURCHASERS.

8 THE BOARD MAY ADJUST THE AMOUNT TO BE CHARGED FOR AN ADVANCE

9 TUITION PAYMENT CONTRACT BEFORE EACH ENROLLMENT PERIOD AS THE
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1 BOARD CONSI DERS NECESSARY TO MEET THE REQUIREMENTS OF

2 SECTION 1 3 (2 )  AND TO ADJUST FOR OTHER F I NANCIAL FACTORS THE BOARD

3 CONSIDERS RELEVANT. HOWEVER, THE PERCENTAGE INCREASE FROM THE

4 IMMEDIATELY PRECEDING ANNUAL ENROLLMENT PERIOD IN THE AMOUNT TO

5 BE CHARGED FOR AN ADVANCE TUITION PAYMENT CONTRACT SHALL NOT

6 EXCEED THE PERCENTAGE INCREASE FROM THE IMMEDIATELY PRECEDING

7 ACADEMIC YEAR IN TjHE WEIGHTED AVERAGE TUITION COST OF STATE

8 INSTITUTIONS OF HIGHER EDUCATION.

9 S e c .  13 . (1 )  The t r u s t  s h a l l  b e  a d m in i s t e r e d  i n a  m anner

10 r e a s o n a b l y  d e s i g n e d t o be  a c t u a r i a l l y  s o u n d  SO t h a t  t he

11 a s s e t s  o f  t h e  t r u s t  w i l l  be  s u f f i c i e n t  t o  d e f r a y  t h e  o b l i g a t i o n s

12 o f  t h e  t r u s t .

13 (2 )  I n  t h e  a c c o u n t i n g  o f  t h e  t r u s t  made p u r s u a n t  t o

14 s e c t i o n  12 , t h e  t r u s t  b o a r d  s h a l l  a n n u a l l y  e v a l u a t e  a n d  c a u s e  to

15 b e  e v a l u a t e d  by  a  n a t i o n a l l y  r e c o g n i z e d  a c t u a r y  t h e  a c t u a r i a l

16 s o u n d n e s s  o f  t h e  t r u s t  a n d  d e t e r m i n e  t h e  a d d i t i o n a l  a s s e t s

17 n e e d e d ,  i f  a n y ,  t o  d e f r a y  t h e  o b l i g a t i o n s  o f  t h e  t r u s t .  I f  th e re

18 a r e  n o t  f u n d s  s u f f i c i e n t  t o  e n s u r e  t h e  a c t u a r i a l  s o u n d n e s s  o f  the

19 t r u s t  a s  d e t e r m i n e d  by t h e  n a t i o n a l l y  r e c o g n i z e d  a c t u a r y ,  t h e

20 t r u s t ,  SUBJECT TO THE ADJUSTMENT LIMITATION SPECIFIED IN

21 SECTION I1A , s h a l l  a d j u s t  p a y m e n ts  o f  s u b s e q u e n t  p u r c h a s e r s  t o

22 e n s u r e  i t s  a c t u a r i a l  s o u n d n e s s .  I f  t h e r e  a r e  i n s u f f i c i e n t  num-

23 b e r s  o f  new p u r c h a s e r s  t o  e n s u r e  t h e  a c t u a r i a l  s o u n d n e s s  o f  a

24 p l a n  o f  t h e  t r u s t ,  t h e  a v a i l a b l e  a s s e t s  o f  t h e  t r u s t  a t t r i b u t a b l e

25 t o  t h e  p l a n  s h a l l  b e  im m e d i a t e l y  p r o r a t e d  among t h e  t h e n  e x i s t i n g

26 ADVANCE TUITION PAYMENT c o n t r a c t s ,  a n d  t h e s e  s h a r e s ,  

27 a t  t h e  o p t i o n  o f  t h e  p e r s o n  t o  whom t h e  r e f u n d  i s
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1 p ay ab l e  o r  w o u ld  b e  p a y a b l e  u n d e r  t h e  ADVANCE TUI T I ON PAYMENT

2 c o n t r a c t  u p o n  t e r m i n a t i o n  o f  t h e  ADVANCE TUI TION PAYMENT c o n -

3 t r a c t ,  e i t h e r  SHALL BE APPLI ED TOWARD t h e  p u r p o s e s  o f

4 th e  ADVANCED TUI T I ON PAYMENT c o n t r a c t  f o r  a  q u a l i f i e d  b e n e f i c i a r y

5 o r  SHALL BE d i s b u r s e d  t o  t h e p e r s o n  t o  whom t h e  r e f u n d  i s  p a y a b l e

5 or w ou ld  b e  p a y a b l e u n d e r  t h e  c o n t r a c t  upon  t e r m i n a t i o n  o f  t h e

7 ADVANCED TUITION PAYMENT c o n t r a c t .

g (3 )  An a d v a n c e  t u i t i o n  p a y m en t c o n t r a c t  s h a l l  n o t  b e  e n t e r e d

9 by t h e  t r u s t  u n t i l  t h e  i n t e r n a l  r e v e n u e  s e r v i c e  h a s  i s s u e d  a

10 f a v o r a b l e  r u l i n g  o r  o p i n i o n  t h a t  t h e  p u r c h a s e r  o f  t h e  a d v a n c e

11 t u i t i o n  p a y m e n t  c o n t r a c t  w i l l  n o t  b e  c o n s i d e r e d  a c t u a l l y  o r  c o n -

12 s t r u c t i v e l y  t o  b e  i n  r e c e i p t  o f  in c o m e .  I f  a n  u n f a v o r a b l e  r u l i n g

13 o r  o p i n i o n  w i t h  r e g a r d  t o  t h i s  i s s u e  i s  r e n d e r e d  by t h e  i n t e r n a l

14 r e v e n u e  s e r v i c e ,  t h e  b o a r d  s h a l l  p r e s e n t  a  r e p o r t  t o  t h e  l e g i s l a -

15 t u r e  o u t l i n i n g  r e c o m m e n d a t io n s  f o r  t h e  m o d i f i c a t i o n  a n d  c o n t i n u -

16 ance  o f  t h e  p r o g r a m ,  i n c l u d i n g  a  re c o m m e n d a t io n  o f  w h e t h e r  t h e

17 t r u s t  may o f f e r  ADVANCED TUITION PAYMENT c o n t r a c t s  on  b e h a l f  o f

18 i t s e l f  t o  p r o v i d e  f o r  t h e  a d v a n c e  p u r c h a s e  o f  i n c r e m e n t a l  p o r -

19 t i o n s  o f  t h e  num ber o f  c r e d i t  h o u r s  n e c e s s a r y  f o r  a  b a c c a l a u r e a t e

20 d e g r e e .

21 (4 )  B e f o r e  e n t e r i n g  i n t o  a d v a n c e  t u i t i o n  p a y m e n t  c o n t r a c t s

22 w i th  p u r c h a s e r s ,  t h e  s t a t e  s h a l l  s o l i c i t  a n s w e r s  t o  a p p r o p r i a t e

23 r u l i n g  r e q u e s t s  f ro m  t h e  s e c u r i t i e s  a n d  e x c h a n g e  c o m m is s io n

24 r e g a r d i n g  t h e  a p p l i c a t i o n  o f  f e d e r a l  s e c u r i t y  l a w s  t o  t h e  t r u s t .

25 No ADVANCED TUI T I ON PAYMENT c o n t r a c t s  s h a l l  b e  e n t e r e d  w i t h o u t

26 th e  a u t h o r i t y  m ak in g  known t h e  s t a t u s  o f  t h e  r e q u e s t .
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