Management's Discussion and Analysis

Table 2 prePAID Payments to Virginia Public Universities and Community Colleges
Fiscal Year 2016

Virginia Tech , 1,872 $22 152,576
University of Virginia . .1522 20200562
Virginia Commonwealth Umverslty 1261 13,367,234
James Madison University . 1,118 10,610,535
College of William & Mary , - 653 10,576,802
George Mason University oo 008 8,703,544
Christopher Newport Umvers1ty 467 5,571,948
Longwood University = ST 388 3,980,740
Radford University 423 3,624,549
Old Dominion Umvers:ty S : Sy 473 3,408,120
University of Mary Washington ) 326 3,294,203
Virginia Military Institute - : ¥ 67 1,038,676
University of Virginia's College at Wise ; 36 o 309,468
Norfolk State University i T PR £8,818
Virginia State Universi 14 81,866

NorﬂxemVirglma Commumty College =~~~ 600 S $1,696,997
Tidewater Community College 151 420,916
] Sargeant Reynolds Commuxﬁty'College 72 . 401,415
John Tyler Community College ‘ 137 - 315,842
Germanna Community College -~~~ = 96 265,318
Thomas Nelson Community College 63 7 169,739
Blue Ridge Community College hl 41 142,431
Piedmont Virginia Community College 45 - 129,905
Richard Bland College [N R 25 121,588 ¢
Virginia Western Community Co]lege - 46 , 111,032
Lord Fairfax Community College .~~~ 41 . 96858
New River Community College =~ 35 84,274
Central Virginia Community College -~ 16 . 34974
Rappahannock Community College , A7 33,456
Danville Community College . : 12 28,509
Wytheville Community College 9 25,673
Dabney S Lancaster Community College | 6 25,021
Southside Virginia Community College o ; 11 - 21,408
Paul D Camp Community College o 9 - ' 20,685
Patrick Henry Community College 5 14,516
Southwest Virginia Community College 4 12,750
Eastern Shore Community Colilege 3 10,255
Mountain Empire Community College ‘3" 5,464
i " 2 3,738

*Includes Richard Bland College; Virginia's only 2-year junior college.

14



vrana229x BRAND SURVEY RESULTS

We asked a random sample of Virginia residents
about their familiarity with Virginia529.

............O....l.......’........'..O...................

—— Total Brand
Awareness

Awareness by
Region

. 59.9%
57 SOA) 60-90/0 Northern V(A)
50% |
(o)
34% e
25% | {

{

2014 2015 National

Brand Brand Average
Awareness % Awareness % (2014 Edward
Jones Survey)

158.76/0’ I 61.6%\

Southwest VA Southeast VA

‘................l.........' Q‘.................O........

Awareness by
College Completion

*5 /O

70.5% 49.1%

Completed Did not

Awareness by
Presence of Children

W ) / =
n v“d‘
41.8% 66.1% 63.1%

s

Younger Children  Older Children No Children College Complete College
(0-10) (11-18)
................‘....'................................

Awareness by Household Income

4.3% $$674% $5$907%

(Below $50k) Fd ($50k - $150K) (Above $150k)

The survey was distributed via email to a random sample of 600,000 Virginia residents between 6/9/15 and 6/15/15. The survey response period remained open thru 6/19/15. During the open participation period.
445 respondents completed the question #1 (general awareness of Virginia528 and related programs). The survey's margin of error was +/- 4.6%. Customers should obtain enroliment materials and read them
carefully before deciding to participate in a Virginia529 programs. Customers should also seek advice of a professional concerning any financial, tax, or legal implications related to opening an account.



RESULTS

SOAR Virginia is an early commitment scholarship program developed and sponsored by Virginia529 College
Savings Plan®™ that encourages students to commit to earning good grades, being good citizens, pursuing higher
education and rewards them with scholarship support up to $2,000 and services from college access providers

» Close to 1,500 students served » 600 Scholars have graduated from high
school and the program

* 96% completed or N (0 (3 (3 (3

are continuing in the program p N ¥ ¥ ¥ ¥ ¥ v

© o0 o x100

* 88% earned scholarship WTWWTP
SIS * Many earned advanced diplomas

> 40 school districts participating > 90% of SOAR Virginia graduates enrolled

. o in higher education
* SOAR Virginia operates across Virginia

from the Eastern Shore to Lee County P -
+ 13 participating districts are high need? as i I I ﬁ
identified by State Council of Higher Education S

for Virginia + Compared to 58% across the commonwealth
* 57 high schools provide SOAR Virginia

» Most SOAR Virginia graduates go on to
attend four-year public colleges in Virginia

g s

» $1,650,000 in scholarship support d % &
awa rd ed Out-of-state Private 2-Year

» Spread across 50 different higher education
institutions

+ With $140,000 distributed to date

2A high need district is defined as a district that is é_igniﬁcantly underperforming in graduation rate and dropout rate and is above the state average in at least one of the following two categories:
percentage of students qualifying for the National School Lunch (NSLP) program or percentage of students from low-income families.

SOAR Virginia 2014-2015 Program Results July 2015



Inspire students from low- and moderate-income
households to:

- Complete high school and earn diplomas

« Pursue higher education

. Complete higher education, earning associate,
bachelor or technical degrees

HISTORY
HISTORY

Began as a pilot program in school year 2010-11
and has since expanded each year to serve more
students, schools and communities

A

P |
1 1 g |
OETTY,

[0 gty
B

e
2

10t 11t and 12™ grade Virginia high school students
HOW IT WORKS

Scholars sign a pledge to complete program
requirements each year and maintain a cumulative
grade point average of 2.5’

Scholars work with college access advisors to

- Explore interests, skills and opportunities

- Plan for college and possible careers

- Complete college and financial aid applications

Each year a Scholar meets the pledge requirements,
he or she receives $500 in a Virginia529 inVEST™
account for his or her benefit

A Scholar who attends a Virginia higher education
institution receives an additional $500 contribution to
the inVEST account

10r comparable academic achievement as determined by SOAR
Virginia

“| grew up in a family where education was not highly emphasized. When | was selected
for SOAR and had to maintain a certain GPA, | started working harder in school and

received grades beyond my expectations.”

“If it weren't for this program, | would have been lost in high school. It gave me hope
and it taught me how to accomplish things on my own. | became more responsible

and ambitious and | will be forever grateful.”

“Financial aid was kind of a mystery to me, but the program put me on track for

success and taught me what it takes to be successful.”




Virginia529

College Savings Plan

NUMBERS

e

ENROLL

VIiRGI NI A®

» More than 950 new students enrolled for > 46 School Districts Participating

the 2015-2016 school year ° SOAR Virginia operates across Virginia

» More than 2000 total students enrolled for the from the Eastern Shore to Lee County
2015-16 school year * 14 participating districts are high need
» Almost 60% will be first generation college as identified by SCHEV

students ° 83 high schools served

Schools and Counties Served by SOAR Virginia

Central VA

Largest to Smallest Concentration
of Schools Served

Western VA

Southwest VA

Southside Tidewater

About SOAR Virginia

SOAR Virginia is an early commitment scholarship program that encourages students to commit to

earning good grades, being good citizens and pursuing higher education and rewards them with
scholarship support up to $2,000.

GOALS

Inspire students from low- and moderate- income
households to:

PARTNERS

AccessR GRASP

College Fo jation Reat Aspirations Scholarship Program, Inc.

» Complete high school and earn diplomas
» Pursue higher education

» Complete higher education and earn associate, [ V]I'gll’lla’S
bachelor or technical degrees Community Colleges




Central Virginia

Chesterfield County
L.C. Bird High School

City of Colonial Heights
Colonial Heights High School

Goochland County
Goochland High School
Hanover County

Patrick Henry High School
Henrico County

Douglas Freeman High School
Highland Springs High School
City of Hopewell

Hopewell High School

City of Petersburg
Petersburg High School
Prince George County
Prince George High School
City of Richmond

Franklin Military Academy
George Wythe High School
John Marshall High School
Thomas Jefferson High School

Sussex County
Sussex Central High School

Southside

Brunswick County
Brunswick High School

Buckingham County
Buckingham High School

Cumberland County
Cumberland High School

Prince Edward County
Prince Edward High School

Russell County
Castlewood High School
Honaker High School
Lebanon High School

d Counties

CQ.?‘J:: -~ 4
t\Eth(J(gﬁS al

Southwest Virginia

City of Bristol
Virginia High School
Buchanan County
Council High School

Lee County
Lee County High School
Thomas Walker High School

Pulaski County
Pulaski County High School

City of Radford
Radford High School

Tazewell County

Graham High School
Richlands High School
Tazewell County High School

Washington County
Abingdon High School
Holston High School

John Battle High School
Patrick Henry High School

Tidewater

Accomack County
Arcadia High School
Chincoteague High School
Nandua High School
Tangier Combined

City of Chesapeake
Oscar F. Smith High School

City of Franklin
Franklin High School

City of Hampton
Hampton High School
Phoebus High School

Isle of Wight County
Smithfield High School
Windsor High School

City of Newport News
Heritage High School
Warwick High School

City of Norfolk

Booker T. Washington High School
Granby High School

Maury High School

Norview High School

Northampton County
Northampton High School

City of Portsmouth
Churchland High School

I.C. Norcum High School
Woodrow Wilson High School

Served by SOAR Virginia

Tidewater (con’t)

Southampton County
Southampton High School

City of Suffolk

Kings Fork High School
Lakeland High School
Nansemond River High School
Virginia Beach

Bayside High School

Green Run High School
Landstown High School

Valley

Augusta County
Buffalo Gap High School
Stuarts Draft High School

Bath County
Bath County High School

City of Charlottesville
Charlottesville High School

City of Harrisonburg
Harrisonburg High School

Highland County
Highland County High School

Nelson County
Nelson County High School

Rockingham County
Broadway High School
Turner Ashby High School

City of Staunton
Robert E. Lee High School

Western Virginia

Alleghany County
Alleghany High School
Jackson River Technical Center

City of Covington
Covington High School

Craig County
Craig County High School

City of Danville
John M. Langston High School
George Washington High School

Montgomery County
Eastern Montgomery High School

Pittsylvania County
Chatham High School
Dan River High School
Gretna High School
Tunstall High School
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Virginia529

Mary G. Morris, CEO— Virginia529
October 25, 2016
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prePAID Historical Funded Status and Actuarial Reserve

140% $600
120% »500
- $400
100% : PN
’ $300
80% $200
60% /\ 5100
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40% :
(5100)
20%
(5200)
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Virginia529:

Savings Plan

Tuition and Mandatory Fee Policies

ﬂ Virginia higher education tuition and fee policies have evolved
significantly since Virginia529 was created in 1994.

Qﬁrends include:

v'Additional charges for certain majors/courses of study
(variously called fees or differential tuition )
v'Move from block charge for full-time students (12-18 credit hours) to:
*Charges per credit hour
(e.g., Virginia Commonwealth University)

*Definitions of full-time which include less than 18 hours
in a block charge
v'Tuition guarantees for new students/variability in charges based on
class/credits/status
(e.g., William & Mary Promise and University of Virginia Affordable Excellence)



History of
Enroliment-
Weighted
Average Tuition
and Mandatory

Fees at Four Year
Universities
and Community
Colleges in
Virginia

Virginia529 5§

College Savings Plan

WirginiasS2e prePAID

Hiszo of Emrol t-Weighted Awverage Tuition and Mands Fees
at Fowr Wear Universities and Community Colleges in Wirginia
CTommunity
Umivnarsity College

SAcademic Tuitbom o Twitiorn )

Year and Fees Increase and Fees Increass
1ase-19389 32.377 sSTTve
1T8sg-1220 2.544 7. D% ves 2.5%
1220-1821 2,702 8.2%6 B4 12.0%
1e21-1222 2.885 10.5%6 1.050 17 49%
1a822-1923 3.357 12.5%6 1.230 17. 1%
1222-19284 3.859 9.0% 1.320 T.2%
1e84-1225 3.789 2.8%6 1.359 3.0%
1825-12268 3.849 =3 2% 1.445 B.3%W
1228-1227T <.002 1.3%% 1.445 0.0%
12a@7-129e <.095 2.3% 1.445 0.0%
1a9e-1229 4. 217 2.0%6 1.445 0.0%
1229-2000 3. 721 (11.8%9%) 1.158 (1a.232¢)
2000-20071 3.783 1.8%9% 1.159 D.0%%
2001-2002 3.843 1.39% 1.159 0.0%%
2002-2D03 4. 122 T.3% 1.871 2 Y
2003-200% 5.033 22.19% 1.882 12.8%
2004-2005 5.559 10.5%6 2.006 B5.5%
2D05-2D068 5.0 7.8%6 2,135 5495
20D0e-2007 8.529 2.0% 2 289 5.3%
2007-2008 8,883 8. 7% 2,304 5.9%
200De-2008 T.582 2.5%6 2.5584 7T-5%
200e-2010 T.e12 4.8% 2,781 T.S%
20M10-2011 B8.803 11.3% 3,285 18.1%
201 1-2012 2.507 2.0%s S 17va" 27.2%"
2012-2D13 2.85a 2.7 4. 428 5.9
20123-2014 10.225 .79 4,819 <54
20M148-2015 10,787 S.5% %.8B3% G T
2015-20168 11,402 5. 79 S. 101 5.5%

" Startimng with the 201 1-2012 year., Community College Tuition and Fees is measured
as an enrclilment-weighted average. Pror to that a mon-enroliment-weighted saverage
weas used. Enmoliiment numbers takemn from SCHEW s websibe.

Compounded Increase in SAverage Tuition

Ower last S years: 5.3% 2.2%
Ower last 10 years: S. 7% a_1%
Ower last 15 years v.5% 10D.4%
Ower last 20 years: 5. 4% 5.5%
Ower last 25 years: 5.9%6 T.2%

Appersdix D
(Page 2 of 3)

This work pr 3T y Tor twe Vmglrma Conege Sawings Flan for the purposas descrbed herain and
may not ue npprnpﬂae 10 wse mrmr punp nod Intend 2o ft =nd 1SS mo Jduty or Tabilty
bo other part wno tnis wWork..

Source: 2015 prePAID Actuarial Valuation Report
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Cost-Share Relationship between the State and
In-State Undergraduate Students

1009% -
23%
38%
9% - 53%
50% -+
7%
62%
295% - 47%
0% 1 ) 1
1993-94° 2001-02%* 2015-167""
OState Share OlIn-State Undergraduate Student Share

*The tuition policy required out-of-state students to pay 100% of cost, but had no cost-share requirement for in-state undergraduate students. Calculation based on the
average appropriated cost of education.
**The goal of the tuition policy was for in-state undergraduate students to pay 25% of the cost. Calculation based on the average appropriated cost of education.
***The goal of the tuition policy is for students to pay 33% of the cost. Calculation based on average guideline calculated cost of education.

Source: 2015-16 SCHEV Tuition and Fees Report



Average Annual
In-State
Tuition & Fees

at Public 4-Year
Institutions
2015-16

OENGO UV B WN -

38
39
40

a1
42

43

45
46

47
48

49

50

$

_ NewHampshire 15160
Vermont v 14,990
~ Pennsylvania 13390
~ New Jersey ) 13300
CMinois 13190
) Mlchlgan 11990
South Carolina 11,820
Virginia 11 820
_Delaware 11,680

. Massachusetts 11,590
] ‘Connecticut - 11400
 Rhodelsland 11,390

~ Minnesota 10,830
Anzona 10,650
Washington 10,290

~ Ohio ) 10,200
Hawaii 10 170
Alabama 9,750
__Colorado . i 9,750
. Kentucky 9570
- Maine ) 9570
‘Oregon ) 9370
50-state average 9 318_
~California = 9270
Tennessee ) 9,260
Maryland 9,160
Indiana , 9,120
Texas o 9,120

~ Wisconsion ) 8,820
Missouri 8,560
Kansas ) 8530
“Georgia 8450
South Dakota 8,050
_fowa . 7,880
Arkansas 7870
_Louisiana 7,870
North Dakota , 7,690

~ New York 7,640
Nebraska 7610

~ Oklahoma 7450
West Vrgmla o 7170
Mississippi 7,150
North Carolina 6,970
‘Idaho , 6820
 Nevada - ,6,6707
Alaska 6570
Florida 6,360
Utah , . 6360
Montana B 6,350
New Mexico ) 6,350
Wyoming 4,890

Reference: JLARC - Virginia Compared to Other States: 2016 Edition - Jan 2016

Virginia529%¢

College Savings Plan

-t‘ ‘_;?

'

l ‘b,gw

-

'

M Rank above 50-state average
[ Rank below 50-state average

FAST FACTS

= Average tuition and fees at Virginia's public four-year higher
education institutions increased by $655 from 2014 to 2015
(6.0%).

Source: College Board, Trends in College Pricing (2015); State Council of Higher
Education for Virginia, 2015-16 Tuition and Fees at Virginia's State Supported
Colleges and Universities (Jul. 2015).

Note: Prices shown are enrollment-weighted average prices, which means
that charges reported by colleges with more FTE students are weighted more
heavily than those of institutions with fewer FTE students. Excludes room and
board.
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Virginia Public University Tuition and Fee Ranges

$22,000

$20,000 -

$18,000
$16,000
$14,000
$12,000
$10,000
$8,000
$6,000
$4,000
$2,000
$0

Academic Years

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

o

e $19,372
$17,656
$15,463 i B
3
$13 184$1 832 | S
$12,328
$10_556 $11,190 P el uey — - -
$9,473 S0 : B 0,02 (N - I — Average
$8 666 WTRET o Pt S 0~ ¢ Moy --*—10 22—5—10,79:7—1'1,409'“
$7.584 58054 " ol 9507 %85
QL-Q 127 % gy Sre e kol e, ) ) 7458 SR ] 803__‘ cpE Bl e T A LT L f
$6,148 $6,294 bR 6.06 65,031 = EE, {92 2 s $8,366 — Weighted
B B B TS B e ST N el O
I s/~ S 5O 0| - 5,033 g ¢5.056. 95,322 $5,5
3-,‘;93 3843 4122 $3.840 SaDgsH 0TS
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prePAID
Semester
Contract
Sales by

Type

**Beginning
with 2013
enrollment
period
contracts
offered on a
semester
basis as
opposed to
full year

Contract Type as a Percent of Total Contracts by Enrollment Year

Virg|n|a529g

College Savings Plan

100%
90% = Other
80% = 8 Semester Tier |
70% ® 4 Semester Tier |
60% .
W 2 Semester Tier |
50%
40% 1 Semester Tier I*
30% ®m 4 Sem Tier II+ 4 Sem Tier [
20% m 4 Semester Tier II
10%
=2 Semester Tier II
0% Ho T
S © ° b 8 8 585 8 8 5 8 8 8 S 8 8 B 8 8 =l Semester Tier II*
\O O O Ne) o (o] [e) (] [ o (a) o — — — — — — p—
N ~ [oe] O — 1Y %] w W AN ~ (o<} O o — N w AN W ()}
Typeiof 5 1= 15 f o ol pies By 3 RIS e Bl P
1996 1997 1998 1999 2001 2002 2003 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Contract e I R e ‘ : » ‘ Ll
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 1.0% 12% 2.0% 1.6%
2 Semester. Tier I '0753/;' 1.0% 1.0% 1.1% 05% 04% 04% 1.0% 13% 2.2% 2.0% 19% 22% 1.9% 23% 1.1% 1.0% 0.7% 0.9%
4 Semester Tier Il 66% 7.6% 7.5% 43% 2.9% 22% 1.8% 2.7% 3.5% 3.4% 4.3% 35% 3.3% 3.5% 3.6% 2.3% 25% 1.8% 2.2%
i +
4S°mT_'r?£r"| A5em () 20% 17% 4.9% 45% 4.1% 34% 37% 42% 55% 3.9% 27% 2.8% 1.9% 1.8% 12% 13% 1.1% 1.1%
1 Semester Tier I* N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A NA N/A NA NA NA 10.5% 16.9% 22.6% 28.2%
2 Semester Tier | 67% 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% 22.2% 21.2% 20.7% 21.7%
4 Semester Tier| 7.1% 8.3% 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% 16.0% 15.4% 13.9% 14.9%

8 Semester Tier | 73 4% 65.4% 63.3% 59.2% 64.9% 67.5% 67.8% 59.2% 54.9%

Other 1% 6.2% 6.0% 93% 9.9% 8.7% 8.4% 9.0% 9.3%

53.0% 52.4% 48.5% 48.3% 48.6% 45.5% 35.7% 29.7% 24.6% 19.7%

70% 83% 80% 81% 6.9% 4.9% 10.0% 10.9% 12.6% 9.8%



Challenge for Virginia529

How best to implement the letter and
intent of 65,000+ prePAID contracts as
the variance from a traditional standard
of a single in-state, undergraduate tuition
for all full-time students widens annually?

7]
| T

* Currently not a funding issue, buta —
policy issue

Secure
agreement
from all
parties to
include
Virginia529 in
discussions

Virginia529

College Savings Plan

Policy issues;
consider
whether
legislative

changes are
required

Collaborative
affiliation with
JLARC,
General Assembly
leadership and
public universities

s
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Challenges for Virginia529 (cont,

¢+ Calculation of consistent prePAID benefits, as schools shift from the traditional standard of a
single in-state, undergraduate tuition for all full-time students to different tuition models

Tuition-related bills considered in 2015 and 2016 General Assembly Sessions

|| HOUSE | ¢ House Summa ' SENATE | __Senate Summary AR
Relieves qualified beneficiary of Virginia529 prePAID Requires four-year institutions to fix cost of tuition, room
2268  contract from the obligation to pay differential 806 and board, and mandatory fees for incoming freshmen for
tuition four consecutive years
Four-year institutions must maintain updated Requires four-year institutions to fix cost of tuition, room
1980 . b . .
(Ch. 325) website with fees, rates, and post-secondary 1183 and board, and mandatory fees for incoming freshmen for
\ education and employment information four consecutive years
Sin AR Prohibits increases of in-sta iti
Admission of undergraduate students domiciled in o ; INjctate undtergraduate toitionithat
863 3T 501 exceeds twice the annual percent increase of Average
Virginia ;
Consumer Price Index
961 Permits higher education institutions to offer Requires four-year institutions to annually establish, for
alternative tuition or fee structures that result in 503 each of the following four years, an in-state tuition rate
(Ch. 523)
lower cost of attendance to students class dollar cap

Permits higher education institutions to offer
1367 alternative tuition or fee structures that result in -
lower cost of attendance to students

Joint Subcommittee on Future Competitiveness of Virginia Higher Education
= Createdin 2015 Appropriation Act, Chapter 665

= Continued in 2016 Appropriation Act, Chapter 780 and duties expanded to examine alternative tuition and
fee structures

10
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prePAID — 2016 Sustainability Study

In 2014 and 2015, Virginia529 began to discuss potential future impacts
on prePAID from:

»Unpredictable tuition growth;

=*Changes in tuition and fee models (college funding models);
=Disparity among low- to high-tuition public institutions within
Commonwealth;

=Customer expectations of prePAID in light of changes to funding

models; and

=*Proposed legislation impacting tuition and fee models that may

adversely impact prePAID.

11
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prePAID — 2016 Sustainability Study (cont,)

In late 2015, Board authorized a study, to be completed in 2016, to examine the sustainability
of the prePAID program, considering all options, including:

o Maintain current program unchanged;

o Maintain the status quo but with minimal modifications (single-price model; single-

tier pricing);

o Close to new enrollment and manage existing contracts through depletion;

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

o Consider a program with some risk sharing among Virginia529 and Virginia public

institutions”
(e.g., Florida and Texas programs).

*Florida, Texas and Private College 529 provide possible templates
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