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MEMOQOQRANDUDM

DATE: February 16. 2003

TO: Janice Wnight. Admimstrative Services Officer [V
Treasurer’s Office

FROM: Brian M. Burke. Senior Program Analyst W
Fiscal Analysis Division

SUBJECT:  Treasurer’s Office - Higher Education Accounts

At the :nital budget hearings for the Treasurer's Office Higher Education uiccounts. the
Assembly Committee on Ways und Means and the Senate Finance Committee asked several
questions that require follow-up. Supplemental information provided to LCB staff also
generated additional inquiries. Your assistance in obtaining answers to the following questions
would be appreciated:

Prepaid Tuition Proeram — B/A 1081

l. Treasurer Krolicki mentioned a proposal to elimunate two classified positions and to create
an unclassified deputy position. Please provide details on the proposal that identify the
specific positions affected (title and position numbers), the recommended personne! cost
adjustments, and associated support cost adjustments (travel, operating, information
services, et¢.) that would be necessary to implement the pian.

-2

Please provide a schedule that outlines the Treasurer’s plans for full repayment of General
Fund loans made to the Prepaid Tuition program. Through the anticipated final payment,
please provide actual and projected payments by fiscal year and source of payment (i.e.,
please segregate Prepaid Tuition Program and College Savings Program payments).

3. As requested by the Senate Finance Committee Chairman, please provide a copy of the
most recent draft of the Prepaid Tuition actuarial report mentioned by Treasurer Krolicki
during the February 12, 2003 meeting of the Senate Committee on Finance. Treasurer
Krolicki indicated during the February 5. 2003 Ways and Means budget hearing that the
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'

rinzl Prepaid Tuition Program uctuarial report may not be available unul March 31, © 203,
A copy of the tinai report wouid also be appreciated wnen avaiiable,

Treasurer Kroiicki mentioned that the Prepaid Tuition Program expects to iaunch a passive
round of new enroilments possibly bv Apnl Ist. The Treasurer also notea that costs may
increase 40 to 60 percent. Please describe the poruons of the cost increuses that would be
attributable to the ncreases in UCCSN tition costs and the portions ussociated with
investment losses (if appiicuble).

By riscai vear. piease provide details on uctual and recommended costs incurred or planned
for marketing und udverusing since the incepuon of the program through fiscal vear
FY 2004-05. Please fist und descrioe each type of billable service with the ussociated cost
{e.g., account supervision. broadcast production. public relations, etc.;. Please also describe
the impact the markeung and udverusing program has had on the Prepmid Tuition and
College Savings programs. and explain any program outcomes that can be attributed 1o the
marketing program. The committee also requested copies of marketing and advertising
materials.

Given the delay in open errollments and the Treasurer's plan to launch a passive round of
new enrollments. is the full amount of marketing and advertising funding ($370,000)
needed in each vear of the biennium? For each year of the upcoming biennium. please also
describe the share of udvertising und marketing costs that would be borne by the Prepaid
Tuition and College Savings programs as currently envisioned by the Treasurer's Office.

Millennium Scholarship Program - B/A [088

On Fepruary 12, 2003, Pat Foley und Junet Murphy provided updates on projected funding
for the Millennium Scholarship program (see attachment A). The projections provided by
the Treasurer’s Office appear to indicate that the Millennium Scholarship program as
currently configured can continue through FY 2005-06 using current funding sources. but
that a shortfall of $8.4 million would be experienced in FY 2006-07 if no program changes
are made. Please confirm whether the Treasurer endorses the referenced spreadsheet.

Mr. Foley and Ms. Murphy provided an additional spreadsheet (see attachment B) outlining
projected funding with potential program changes that include imposition of a five-year
limit and a new requiremnent for students to achieve and maintain at least a 2.50 grade point
average for college courses. With these changes, the Treasurer’s Office projects no ending
fund balance shortfalls through at least FY 2010-11. Your assistance in obtaining
responses to the following questions regarding potential program changes would be
appreciated:
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1.4

4. Does the Treasurer's Office ur the Administration plan to submut a bill draft request
tBDR) that wouid reduce the S-vear iimut to 3 years and increase the coilege GPA
requirement from 2.0 to 2.57

0. Does the Treasurer plan to inciude uny exemptions to the 3-vear limit (e.g. military
service, Peace Corps. etc.)? Using the Treasurer's projection methodologies, what
ending fund balances would be projected through FY 2010-11 if a 6-year {imit is
imposed? Again. using the Treasurer’s projection methodologies. what ending balances
would be projected through FY 2010-11 if the qualifving high school grade point
average is raised to 3.207

T,

If T understood the February 12, 2003 tesumony correctlv. the proposed program
changes would be applied prospectiveiv. i.e.. only to those siudents who receive
scholarships starting in FY 2003-04 and beyond. Those students currently receiving the
scholarship (FY 2002-03 und prior) would continue under the current rules.” Please
verify if this understanding 1s correct.

d. Please provide projected funding scenarios for the Millennium Scholarship program
that reflect anticipated revenues should the Treasurer’s securitization proposal receive
approval.

The schedules and calculations for the program as currently configured. provided by Pat
Foley and Janet Murphy on February 2. 2003. indicate that FY 2004-05 recommended
administrative expenditures exceed the 2 percent allowance described in NRS 396.926. It
is my understanding rrom discussions with Mr. Foiev and Ms, Murphy that the Treasurer
may propose a bill drart request to increase the administrative allowance to 3 percent
Please venfy if my understanding is correct. If not. piease briefly explain the Treasurer's

plan to address planned administrative expenditures that may exceed the stawtory cap.

During the 2001 Legislative Session, the Treasurer's proposal to securitize Tobacco
Settlement proceeds was not approved. The Treasurer submitted a new bill draft request to
the 2003 Legisiature again proposing to securitize the proceeds. As requested by the Ways
and Means Committee. please compare the funds that would have been available with
securitization if the proposal had been approved by the 2001 Legislature versus the funds
that will be availabie if the current proposal is approved by the 2003 Legislature, Please
inciude the estimated beginning balances, projected annual cash flows and annual earnings
estimates (including the assumed earnings percentages). Please identify any other
assumptions used in your analysis.
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Cullege Savings Program — B/A 1092

. Treasurer Krolicki menuoned a proposal to reclassify un existing ciassified position into an
unclassified position. Pleuse provide details on the proposal that identrv the specific
positions uffected title uand position numpbers), the recommended personnel cost
adjustments. and i uppticable. associated support cost adjustments .travel, operating,
information services. 21<.) that would be necessary to implement the plan.

2. For each vear of the current und uncoming biennia. please identify the management fee and
membership suies revenues that have or will be received from each investment manager
ussociated with the program. Please in¢lude the supporting calcuiations that idenuty the fee
cates and unit 1otals ussumeq for euch investment manager. )

Thank you in advance for vour assistance in responding to this request. Excepuing the final
Prepaid Tuition Program uctuarial report. in order 1o incorporate vour responses into the meeting
packets for vour next budget nearing, [ would appreciate vour reply on or before
February 28. 2003. Please don't hesitate to call me at 684-6821 if vou have any questions.

Attachments
NS Treasurer Brian Krolicki
John Adkins. Chief Deputy Treasurer
Pat Foley, Preputd Tuition Executive Director, Treasurer's Office
Susan Moore. Miltennium Scholarship Executive Director. Treasurer's Office
Janet Murphy. Treasurer’s Office
Andrew Clinger. Deputy Budget Director
Mark Stevens. Assembiy Fiscal Analyst
Gary Ghiggen. Senate Fiscal Anaiyst
Steve Abba. Principal Deputy Fiscal Analyst
Bob Guernsey, Principal Deputy Fiscal Analyst

[ZONGOING\AGENCIES\Constitutional\Treasurers2003\Higher Education Accounts _BB_ss.doc
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