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In compliance with Section 37-155-9(cc), Mississippi Code Annotated, I am honored
on behalf of the Board of Directors of the Mississippi Prepaid Affordable College
Tuition (MPACT) Program to submit to you this third annual report of the MPACT
Program.

MPACT was created by Senate Bill 2237 during the 1996 Mississippi Legislature. The
MPACT Board believes this significant action to be one of the most pro-family pieces
of legislation in many years. Major goals of the legislation were to provide a way for
advance payment of college tuition as both a means and an incentive for the citizens of
Mississippi to provide for the future college expenses of their children, and to
encourage timely planning for higher education costs by the creation of prepaid tuition
contracts. The MPACT Board believes that the program is accomplishing these goals.
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some signiticant achievements of the program during this year include the following:

* Over 1,600 additional applications to the program were received on behalf
Mississippi’s children during fiscal year 1999, Over 1,190 applications have
been received to date during fiscal year 2000, which brings the total enrollment
to almost 11,000.

* Through the distribution throughout the state of over 100,000 enrollment
booklets plus an additional 500,000 brochures, parents and grandparents were
given the opportunity to provide for the future college educations of their
children.

#* The Program received an unqualified financial audit opinion and a sound
actuartal evaluation for the fiscal year, showing an actuarial surplus of $4.3
million..

* As of December 31, 1999, the invested balance of the MPACT Trust Fund
totaled over $55 million in funds, representing over $190 million in future
tuition payments.

The MPACT Board of Directors is very pieased with the results of our second year of
operations and remains committed o the long term success of this outstanding
opportunity for the people of Mississippi.

Sincerely,

Marshall Bennett

State Treasurer and
Ex-Officio Member of the
MPACT Board of Directors

Guaranteed by the State of Mississippi



MISSISSIPPI PREPAID AFFORDABLE COLLEGE TUITION (MPACT) PROGRAM
ANNUAL FINANCIAIL AND ACTUARIAL REPORT
AS OF JUNE 30, 1999

EXECUTIVE SUMMARY

Program Description and Activities

MPACT is a state program, begun in FY
1997, under which Mississipptans may pay
in advance for some of the costs associated
with higher education for their children and
grandchildren and receive a guarantee from
the State as to the payment of tuition and
fees at State-supported institutions at the
time of college enrollment. It was
authorized under S.B. 2237, Laws of 1996,
Mississippi Code Annotated §37-155-1 et
seq. The MPACT Program is administered

within the State Treasury Department under
policies established by the MPACT Board
of Directors. During FY 1999 the program
conducted its third enrollment period,
invested the funds received from MPACT
participants, managed the accounts for
MPACT purchasers and paid tuition totaling
$166,538 on behalf of approximately 80
students at Mississippi and out-of-state
colleges and universities.

Independent Auditor’s Report

The financial statements of the MPACT
Program as of the fiscal year ended June 30,
1999 were audited by the Jackson office of
Deloitte & Touche, LLP. QOur auditorsissued
an unqualified audit opinion that' “such
financial statements present fairly, in all
material respects, the financial position of the
Mississippi Prepaid Affordable College
Tuition Program as of June 30,1999, and the
results of its operations and the cash flows of
its component unit for the year then ended in
conformity with generally accepted
accounting principles.” Complete copies of

the auditors’ report, the financial statements -

and accompanying notes arc enclosed. A
separate audit will be conducted for FY 2000,

State Treasurer Marshall Benneit announces the beginning of
the 1999 MPACT enrollment campaign at Pearl Junior High
School. Standing behind Treasurer Bennett is Senator Rob
Smith and Rep. Ray Rogers. Rep. Rogers has purchased an
MPACT contract for his grandchild.

which runs from July 1, 1999 to June 30,
2000.

Independent Actuaries Report

An actuarial evaluation of the MPACT
Program as of June 30, 1999 was performed
by PriceWaterhouse Coopers, LLP. This
evaluation conchuded that the MPACT Trust
Fund was actuarially sound, with an actuarial
surplus of approximately $4.3 million. It is
the intention of the MPACT Board of
Directors to treat accumulated actuarial
surpluses as a contingency fund and apply
such surpluses against any possible future
actuarial losses as needed~--A copy of the
actuary’s report is enclosed. A separate
actuarial evaluation will be conducted for FY
2000 and each succeeding year.



Enrollment Results

MPACT held its third enrollment period
from September 1, 1998 until November 30,
1998. During this period over 1,600 prepaid
tuition contracts were sold.

Sheriff William D. Sollie of Lauderdale County addresses the

audience at the West Hills Elementary School in Meridian.
Sheriff Solliw was one of the first in Lauderdale County to
purchase an MPACT contract.

A fourth enrollment period was held from
September 1 until November 30, 1999.
During this period approximately 1,190
additional contract applications were
received, bringing total enroliment to almost
11,000. Results from the fail 1999
enrollment period are not reflected in the
financial statements as of June 30, 1999, The
MPACT Board of Directors has established
a policy to hold future enroilment periods
annually in the fall of each year.

The majorty of contracts were for a full four
years of college, with 51% for four year
universities and another 24% for two years at
a community college followed by two years
at a university. In 1999 five year prepaid
tuition contracts were offered for the first
time, and 11 % of purchasers chose a five
.year opiion.

Financial Results

As of June 30, 1999 the MPACT Trust Fund
had received tuition contract payments
totaling over $31 million. This amount, plus
future payments due from participants under
current contracts and investment eamnings
from the MPACT Trust Fund, will fund
future tuition payments of approximately
$190 million.

Long-term investments of the MPACT Trust
Fund totaled $47.5 million as of June 30,
1999, with an additional 3.2 million in cash
and short term instruments for a total
invested balance of $50.7 million. During
fiscal year 1999 the fund earned a 10.8% rate
of return as calculated by Merrill Lynch, The
MPACT Board’s Investment Evaluation
Consultant. This rate of return was 2.7%
over the Program’s actuarial assumption of

an 8.1% rate of return:

As of December 31, 1999, the mvested
balance of the MPACT Trust Fund exceeded
$55 million.

The Bayou View Elementary School chegrleaders entertain
the audience at Gulf Coast MPACT Kickoff. Treasurer
Marshall Bennett is at the podium.
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317 E. Capitol Strest
P.O. Box 3807

Jackson, Mississippi 39207-3807

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Mississippi Prepaid Affordable College Tuition Program
Jackson, Mississippi

We have audited the accompanying financial statements of the Mississippi Prepaid Affordable College .
Tuition Program (the “Program”) as of and for the year ended June 30, 1999. These financial
statements are the responsibility of the Program’s management. Our responsibility is to express an

.. opinion on these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards and Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation, We believe that our audit provides a reasonable basis for our opinion.

As described more fully in Note 1, the financial statements present only the Mississippi Prepaid
Affordable College Tuition Program, and are not intended to present fairly the financial position and
results of operations of the State of Mississippi, in conformity with generally accepted accounting
principles.

In our opinion, such financial statements present fairly, in all material respects, the financial position of
the Mississippi Prepaid Affordable College Tuition Program as of June 30, 1999, and the results of its
operations and its cash flows for the year then endéd in conformity with generally accepted accounting
principles. '

The accompanying year 2000 supplementary information is not a required part of the basic financial
statements, but is supplementary information required by the Governmental Accounting Standards
Board, and we did not audit and do not express an opinion on such information. Further, we were
unable to apply to the information certain procedures prescribed by professional standards because of
the unprecedented nature of the year 2000 issue and its effects, and the fact that authoritative = =~
measurement criteria regarding the status of remediation efforts have not been established. In addition,
we do not provide assurance that the Program is or will become year 2000 compliant, that the Program’s
year 2000 remediation efforts will be successful in whole or in part, or that parties with which the
Program docs business are or will become year 2000 compliant.

Deloitte Touche
Tohmatsu




In accordance with Government Auditing Standards, we have also issued a report dated November 30,
1999 on our consideration of the Program’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants.

Diloitle + Tortche LLP

November 30, 1999

Deloitte &
Touche
N



MISSISSIPPI PREPAID AFFORDABLE COLLEGE TUITION PROGRAM
BALANCE SHEET
AT JUNE 30, 1999

Trust Administrative Total
Fund Fund
ASSETS
CURRENT ASSETS
Cash and cash equivalents $1,813,276 $195,371 $2,008,647
Short-term investments 1,225,116 1,225,116
interest receivable 245,060 245,060
Receivable from broker 123,867 123,867
Total current assets 3,407,319 195,371 3,602,690
NONCURRENT ASSETS
Investment securities 47,472,735 47,472,735
Furniture & fixtures, net of
accumuiated depreciation of $19,531 -0- 11,546 11,546
Total noncurrent assets 47,472,735 11,546 47,484,281
Total assets $50,880,054 “$206,917  $51,086,971

CURRENT LIABILITIES
Warrants payable
Accounts payable
Due to other funds
Investment payable
Tuition benefits and

expense payable
Total current liabilities

LONG-TERM LIABILITIES
Tuition benefits and
expense payable
Compensated absences

Total long-term liabilities
Total liabilities
TRUST EQUITY
Retained earnings

Total liabilities and
trust equity

LIABILITIES AND TRUST EQUITY

$6,711

$48,434 $55,145

131,831 131,831

754,205 754,205

270,624 270,624
$2,552,338 2,552,338
2,829,673 934,470 3,764,143
43,728,550 43,728,550
14,593 14,593

43,728,550 14,593 43,743,143
46,558,223 949,063 47,507,286
4,321,831 (742,146) 3,579,685
$50,880,054 $206,917  $51,086,971

The accompanying notes are an integrai part of these financial statements.




FOR THE YEAR ENDED JUNE 30, 1999

MISSISSIPPi PREPAID AFFORDABLE COLLEGE TUITION PROGRAM
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN RETAINED EARNINGS

Trust Administrative Total
Fund Fund
Operating Revenues
Investment income $1,494,938 $1,494,938
Administrative fees 284,647 284,647
Donations $560 560
Net increase in fair value of investments 2,701,301 2,701,301
Excess of tuition receipts over
present value of related benefits payable 560,379 560,379
Total operating revenues 5,041,265 560 5,041,825
OPERATING EXPENSES
Salaries and travel 161,905 161,905
Contractual services 1,052,928 1,052,928
Commodities and supplies 26,620 26,620
Depreciation 2,252 2,252
Tuition payments 166,538 166,538
Total operating expenses 166,538 1,243,705 1,410,243
Operating income 4,874,727 (1,243,145) 3,631,582
OPERATING TRANSFERS (1,156,630) 1,156,630 -0-
NET INCOME 3,718,097 (86,515) 3,631,582
RETAINED EARNINGS (DEFICIT) AT
BEGINNING OF YEAR 603,734 {655,631) {51,897)
RETAINED EARNINGS AT
END OF YEAR $4,321,831 ({$742,146) $3,579,685

The accompanying notes are an integral part of these financial statements.




MISSISSIPPI PREPAID AFFORDABLE COLLEGE TUITION PROGRAM

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 1999

Trust Administrative Total
Fund Fund
OPERATING ACTIVITIES
Contract payments received $13,581,847 $13,581,847
Administrative fees received 284,647 284,647
Cash payments for tuition {166,538) (166,538)
Cash payments to suppliers for
goods and services {1,036,227) {1,036,227)
Income received on contract payments 1,744,416 1,744,416
Cash payments to employees
for services {142,971) {142,971)
Net cash from {used for)
operating activities 15,444,372 {1,179,198) 14,265,174
NONCAPITAL FINANCING ACTIVITIES
Operating transfers (1,156,630) 1,156,630 -0~
Payments on loans from other funds (500,000) {500,000)
Net cash from (used for)
noncapitat financing activities (1,156,630) 656,630 {500,000)
CAPITAL AND RELATED FINANCING ACTIVITIES
Acquisition and construction of
capital assets {2,660) {2,660)
Net cash from {used for)
capital and related financing activities -0- (2,660) (2,660)
INVESTING ACTIVITIES
FPurchase of investments (14,135,821) {14,135,821)
Net cash from (used for)
investing activities (14,135,821) -0- {14,135,821)
INCREASE IN CASH AND
CASH EQUIVALENTS 151,921 {525,228) (373,307)
CASH AND CASH EQUIVALENTS AT
BEGINNING OF YEAR 1,661,355 720,599 2,381,954
CASH AND CASH EQUIVALENTS AT
END CF YEAR $1,813,276 $195,371

$2,008,647

The accompanying notes are an integral part of these financial statements.




MISSISSIPPI PREPAID AFFORDABLE COLLEGE TUITION PROGRAM
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 1999

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

A.

General Description of the Mississippi Prepaid Affordable College Tuition Program
(MPACT). MPACT operates a prepaid college tuition program. The program enters into
a contract with a purchaser which provides that, in return for a specified actuarially
determined payment, MPACT will provide the contract beneficiary’s undergraduate
tuition and mandatory fees (up to 128 semester hours) at any Mississippi public
university or community college. If the contract beneficiary attends an out-of-state or
private accredited institution, MPACT will pay to that school an amount up to, but not in
excess of, the average tuition and mandatory fees at Mississippi’s public universities or
community colleges. The purchase amount is based on several factors, including tuition
costs, the beneficiary’s age and grade in school, anticipated investment earnings, and
anticipated tuition rate increases. The MPACT Program’s obligations to Contract
Purchasers, beneficiaries or others are backed by the full faith and credit of the State of

Mississippi. In the event of cancellation, purchasers will receive a refund of principal
paid into the program, plus an amount of interest not less than the prevailing rates of
interest paid by bank savings accounts.

The MPACT Program operates under the provisions of Mississippi Code Ann., §37-155-
1 through §37-155-27. The effective date of the enabling legislation was July 1, 1996.
MPACT is administratively located within the Mississippi Treasury Department. The
program is governed by a nine-member board of directors consisting of the following
members: the State Treasurer, the Commissioner of Higher Education, the Executive
Director of the Community and Junior College Board, the Department of Finance and
Administration Executive Director and one (1) member from each congressional district
as appointed by the Governor with the advice and consent of the Senate.

Reporting Entity - The MPACT Program is a part of the State of Mississippi’s reporting
entity and is reported as an enterprise fund in the State of Mississippi Comprehensive
Annual Financial Report (CAFR). The notes accompanying these financial statements
relate directly to the Mississippi Prepaid Affordable College Tuition Program.

Basis of Accounting - The financial statements contained in this report are prepared on
the accrual basis of accounting, whereby revenues are recognized when earned and
expenses are recognized when services or benefits are received.

Cash and Cash Equivalents - For purposes of the statement of cash flows, MPACT
defines cash equivalents as demand deposit accounts and cash in the State Treasury.




Investment Securities - MPACT follows GASB Standard No. 31, “Accounting and
Reporting for Certain Investments and for External Investment Pools”, which requires
that investments in equity securities with readily determinable fair values, all investments
in debt securities and open-end mutual funds, and certain investments in interest-earning
investment contracts be reported at fair value with gains and losses included as a
component of revenues and expenses.

Determination Of Fair Values Of Financial Investments - Fair value for cash and cash
equivalents, short-term investments, receivables and payables approximates carrying
value. Fair values for investment securities are based on quoted market prices, where
available. Otherwise, fair values are based on quoted market prices of comparable
instruments.

Furniture and Fixtures - Furniture and fixtures are reported at cost less allowances for
depreciation. Depreciation is recorded by the straight-line method over the estimated
useful lives of the assets.

Tuition Benefits and Expenses Payable - Tuition benefits and expenses payable
represents the current and long-term portions of the actuarially determined present value

of future taition obligations and program expenses.

Interfind Transactions - During the course of normal operations, the MPACT funds show
numerous transactions between funds. These transactions are reflected as operating
transfers or as interfund receivables and payables. Management’s intent to reimburse
determines whether or not the interfund transactions is recorded as a transfer or a
receivable. All administrative expenses are recorded in the Administrative Fund. These
expenses are funded by operating transfers from the Trust Fund, since the Administrative
Fund has no source of revenue.

Due to Other Funds - Due to other funds represent interest-free loans appropriated from
another fund within the State Treasury and are classified as current and long-term based
on the repayment dates stipulated in the appropriation. -

Accounting and Reporting - Under Governmental Accounting Standards Board (GASB)
Statement No. 20, Accounting and Financial Reporting for Proprietary Fund Accounting,
The MPACT Program has elected to apply all applicable GASB pronouncements as well
as Financial Accounting Standards Board pronouncements and Accounting Principles
Board opinions, issued on or before November 30, 1989, unless those pronouncements
conflict with or contradict GASB pronouncements.

Use of Estimates - The financial statements are prepared in conformity with generally
accepted accounting principles which require management to make estimates and

assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported



amounts of revenues and expenses during the reporting period. Actual results could
differ from these estimates.

M. Recent Pronouncements - The FASB recently issued Statement No. 137, “Accounting for
Derivative Instruments and Hedging Activities - Deferral of Effective Date of FASB
Statement No. 133". The Statement defers for one year the effective date of FASB
Statement No. 133, “Accounting for Derivative Instruments and Hedging Activities™.

The rule now will apply to all fiscal years beginning after June 15, 2000. In June 1998,
the FASB issued SFAS No. 133, “Accounting for Derivative Instruments and Hedging
Activities”. The Statement permits early adoption as of the beginning of any fiscal
quarter after its issuance. The Statement will require MPACT to recognize all derivatives
on the balance sheet at fair value. Derivatives that are not hedges must be adjusted to fair
value through income. If the derivative is a hedge, depending on the nature of the hedge,
changes in the fair value of derivatives will either be offset against the change in fair
value of the hedged asset, liabilities, or firm commitments through earnings or recognized
in other comprehensive income until the hedged item is recognized in earnings. The
ineffective portion of a derivative’s change in fair value will be immediately recognized
in earnings. MPACT has not yet determined if it will early adopt and what the effect of
SFAS No. 133 will be on the earnings and financial position of the Program.

NOTE 2 - CASH AND CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS

Governmental Accounting Standards Board (GASB) Statement No. 3 requires certain disclosures
regarding policies and practices with respect to deposits and investments and the credit risk
associated with them.

At fiscal year end the carrying amount of the Program’s deposits was $3,233,763 and the bank
balance was $3,233,763, including all bank accounts, funds in the State Treasury, and short-term
investments. Deposits of the program are entirely insured or collateralized with securities.

NOTE 3 - INVESTMENT SECURITIES

_MPACT funds are invested according to the relevant statutes and the investment policies adopted
by the Board of Directors. Mississippi law authorizes the MPACT Trust Fund to invest in bonds
or other general obligations of the State of Mississippi and its political subdivisions, obligations
“of the U.S. Treasury, Federal Land Bank bonds, Federal Home Loan Bank notes and bonds,
Federal National Mortgage Association notes, debentures or obligations guaranteed by the U.S.
Government, Bonds of the Tennessee Valley Authority, bonds of other states, corporate bonds of
" investment grade, and other fixed income investments. Additionally, the Trust Fund is permitted
to invest in equity securities, including covered call or put options on securities traded on a
‘regulated exchange, that are determined by the Board of Directors to be consistent with the
investment statutes and policies. The statute sets limits in terms of the percentage of the total




- investments of the Trust Fund that may be placed in any one category or type of investment. For

a complete description of allowable investments, see Mississippi Code Ann., §37-155-9(v).

Investments consisted of the following at June 30, 1999:

_Cost _Fair Value

. US. Treasuries and Agencies $ 8,581,264 $8.304,271

Municipal Bonds 525,660 496,233

. Mortgage and Other Asset Backed Securities 3,590,993 3,468,685

- Corporate Debt Securities 976,719 921,868
- Corporate Equity Securities

Domestic 21,552,267 25,492,670

Foreign 8,089,516 8.789,008

Total $43.316.419 $47.472.735

-+ Investments of the program are entirely uninsured and unregistered and are held by third parties
. in MPACT’s name.

NOTE 4 - TUITION BENEFITS AND EXPENSE PAYABLE - NET

Tuition benefits and expense payable, net, represents the current and long-term portions of the
actuarially determined present value of future tuition obligations and program expenses, net of
the present value of future payments expected to be made to the Trust Fund by installment
contract purchasers. Recording firture tuition obligations at the actuarially determined present
value results in the recognition of tuition benefit expense and a corresponding increase in tuition
benefits payable.

Actuarially Determined Funding Status - Presented below is the total tuition benefits obligation

of the Program. The standardized measurement is the actuarial present value (A.P.V.) of the

. future tuition obligation. This valuation method reflects the present value of estimated tuition

'_ benefits that will be paid in future years and is adjusted for the effects of projected tuition

 increases. The tuition benefits obligation was determined as part of the latest available actuarial
_ valuation. Significant actuarial assumptions used and results from the most recent valuation are

as follows:

- Date of latest actuarial valuation: June 30, 1999

Assumptions;
Rate of return on investments 2.1% B

Future tuition increases 7%



Receivables 368,927 368,927

Investment securitics 47,472,735 47,472,735
Current Liabilitics 3,764,143 3,764,143
Long-term liabilities 43,743,143 43,743,143

The carrying amounts for cash and cash equivalents, receivables, short-term investments and
current liabilities are considered a reasonable estimate of fair value. The fair value of investment
securities (including foreign currency exchange contracts) is determined by quoted market prices.
Both the carrying value and market value of long-term liabilities are determined based on the
discounted value of contractual cash flows.

The estimated fair values are significantly affected by assumptions used, principally the timing of
future cash flows, the discount rate, judgements regarding current economic conditions, risk
characteristics of various financial instruments and other factors. Because assumptions are
inherently subjective in nature, the estimated fair values cannot be substantiated by comparison

to independent quotes and, in many cases, the estimated fair values could not necessarily be
realized in an immediate sale or settlement of the investment.

NOTE 6 - CURRENCY RATE MANAGEMENT

Certain investments of MPACT are exposed to continuing fluctuations in currency rates, which
are recorded as an adjustment of realized and unrealized gains and losses. MPACT addresses
this risk through a controlled program of risk management that includes the use of foreign

- currency exchange contracts. Such coniracts are initiated within the gmdelines of investment

" statutes and policies and do ot create risk because resulting gains and losses offset gains and

° losses on the investment being hedged. MPACT does not hold or issue financial instruments for
. trading purposes. Foreign currency exchange contracts outstanding at June 30, 1999 aggregated
- approximately $689,000 at cost and $687,000 at market value, with market value determined

. based on gquoted market prices.

- NOTE 7 - TAX STATUS

. The Board of the Trust Fund has, based on the opinion of tax counsel, held the view that the
" Trust Fund is exempt from federal income taxation. The basis upon which the Board has taken

. the position that the Trust Fund is tax-exempt is its relationship and position as an agency and

" instrumentality of the State of Mississippi. The Mississippi statutes which establish the Trust
Fund (§§37-155-1-27) specify that it is a state “agency and instrumentality” as confirmed by an
official Attorney General’s opinion. State agencies are not subject to income taxation under
general principles of federal tax law.

In 1996, Congress passed the Small Business Job Protection Act of 1996. Section 1806.0f the
1996 Act added Section 529 to the Internal Revenue Code of 1986. Code Section 529 provides
that a “qualified state tuition program” is exempt from all federal income taxation except that
imposed by Code Section 511 relating to unrelated business income (which is unlikely to apply
to the MPACT Program given its current investment policies because the Program’s sources of



revenue do not include unrelated business income). The term “qualified state tuition program” is
defined generally in Code Section 529 as a program established and maintained by a state or
agency and instrumentality thereof under which, among other things, a person may make cash
contributions to an account established solely for meeting the qualified higher education
expenses of the designated beneficiary of the account. To the extent necessary and applicable, the
Trust Fund documents have been amended to include the qualification criteria required by
Section 529. In March of 1998 the Board received an official ruling from the Internal Revenue
Service that the MPACT Program qualifies under Section 529 and is thus exempt from federal
taxation. Accordingly, no provision has been made in these financial statements for accrual of
income taxes for the year ended June 30, 1999.




...contractor, InTuition Solutions, Inc. of Jacksonville Florida. InTuition Solutions has completed

MISSISSIPPI PREPATID AFFORDABLE COLLEGE TUITION PROGRAM

YEAR 2000 DISCLOSURES REQUIRED BY GOVERNMENTAL ACCOUNTING
STANDARDS BOARD (UNAUDITED)
YEAR ENDED JUNE 30, 1999

- The year 2000 issue is the result of shortcomings in electronic data processing systems and other
electronic equipment that may adversely affect business operations. Some computer programs

. were written using two digits rather than four to define the applicable year. As a result, those

- programs have time-sensitive software that recognizes a date using “00" as the year 1900 rather
than the year 2000. This could cause those systems to fail or make miscalculations causing
disruptions of operations including, among other things, a temporary inability to process
transactions or engage in other normal business activity.

- MPACT’s accounting records are maintained on the State of Mississippi’s SAAS software. The
State’s Information Technology Services Agency has completed a year 2000 conversion process
- on this software. MPACT’s account records are maintained by its records administration

its year 2000 conversion and believes its system to be year 2000 compliant. All of the Program’s
mternal use PC’s and software will be upgraded before the end of 1999 to be year 2000
compliant.

- Because of the unprecedented nature of the year 2000 issue, its effect and the success of related
remediation efforts will not be fully determinable until the year 2000 and thereafter.
Management cannot assure that MPACT is or will be year 2000 ready, that the remediation

. efforts will be successful in whole or in part, or that parties with whom MPACT does business

- will be year 2000 ready.




Deloitte &
Touche

,\ Deloitte & Touche LLP Talephone: (801) 974-5100
- Suite 800, Lamar Life Building Facsimile: (801) 963-7335
317 E. Capitol Street
P.O. Box 3807

Jackson, Mississippi 33207-3807

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE AND ON
INTERNAL CONTROL OVER FINANCIAL REPORTING BASED
UPON THE AUDIT PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

" To the Board of Directors

. Mississippi Prepaid Affordable College Tuition Program
- Jackson, Mississippi

. We have audited the financial statements of Mississippi Prepaid Affordable College Tuition Program

. (MPACT) (the “Program”) as of and for the year ended June 30, 1999, and have issued our report thereon
-~ dated November 30, 1999. We conducted our audit in accordance with generally accepted auditing

. standards and the standards applicable to financial audits contained in Government Auditing Standards,

- issued by the Comptroller General of the United States.

i “ Compliance

As part of obtaining reasonable assurance about whether MPACT s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grants, noncompliance with which could have a direct and material effect on the

- determination of financial statement amounts. However, providing an opinion on compliance with those

. provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
.- results of our tests disclosed no instances of noncompliance that are required to be reported under
i Government Auditing Standards.

< - Internal Control over Financial Reporting

. Inplanning and performing our audit, we considered MPACT’s internal control over financial reporting
“~ in order to determine our auditing procedures for the purpose of expressing our opinion on the financial
.. statements and not to provide assurance on the internal control over financial reporting. Our

.. consideration of the internal control over financial reporting would not necessarily disclose all matters in
- the internal control over financial reporting that might be material weaknesses. A material weakness is a
- condition 1 which the design or operation of one or more of the internal control components does not

- reduce to a relatively low level the risk that misstatement in amounts that would be material in relation to
": the financial statements being audited may occur and not be detected within a timely period by employees
- in the normal course of performing their assigned functions. We noted no matters involving the internal

- control over financial reporting and its operation that we consider to be material weaknesses.

This report is intended solely for the information and use of the audit committee, management and the

'::';-. Mississippi State Legislature and is not intended to be and should not be used by anyone other thaii these
©. specified parties.

Debotte ¢ Toucke LLP

-~ November 30, 1999

Deloitte Touche
Tohmatsu
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 PRCEVATERHOUSE(COPERS

PricewaterhouseCoopers LLP

Suite 200

2050 N. Woodward Ave.

Bloomfield Hills MI 48304-2260

Telephone (313) 394 3942
October 22, 1999 Facsimile {313) 394 3436

Board of Directors

Mississippi Prepaid Affordable College
Tuition Program

State Treasury Department

550 High Street

Suite 503

Jackson, Mississippi 39205

To the Board:

This report presents the results of the June 30, 1999 actuarial valuation of the program. The
valuation compares the value of the assets of the program to the value of expected future

tuition payments to beneficiaries. The following pages summarize the actuarial evaluation of
the trust fund performed by PricewaterhouseCoopers as of June 30, 1999,

A comparison of the assets and liabilities of the trust fund shows that as of June 30, 1999 there
is a reserve of approximately $4,337,000. It is our understanding that the Board intends to
apply the reserve against future actuarial losses as needed.

The actuarial valuation was performed based upon generally accepted actuarial principles, and
tests were performed as considered necessary to ensure the accuracy of the results. We certify
that the amounts presented in the following pages have been appropriately determined
according to the actuarial assumptions stated herein.

Respectfully submitted,
PRICEWATERHOUSECOOPERS L.L.P.
Richard M. Kaye

Fellow of the Society of Actuaties
Enrolled Actuary Number 99-1348
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EXECUTIVE SUMMARY

~ Valuation Results

As of June 30, 1999 the trust has a surplus of $4,336,937 (the value of assets, including the value
of future payments by contract purchasers, exceed the expected liabilities of the trust by that
amount), We understand that the intent of the Board is to apply the surplus against future
actuarial losses, if any, as néeded. The liability amounts are based upon actuarial assumptions
chosen by the Board and information provided by InTuition as to contracts sold to date. Asset
information was provided by the Mississippi Prepaid Affordable College Tuition (MPACT)
Program staff. '

Contract Sales

Currently there are over 8,700 participants enrotled in the MPACT program.

The majority of the current contracts are for a full four years of college, with 61% for four-year

universities and-another 23%-for two years-at junior-or-community college-followed by-two-years
at a four-year university,

Contracts were fairly evenly distributed across expected matriculation years (1997 through 2015),
the exception being a relatively few contracts with matriculation years of 1999 and earlier.

Weighted Average Tuition

. The Weighted Average Tuition (WAT) is the average of tuition and fees for in-state schools weighted in
proportion to the number of Mississippi resident students attending the schools.

WAT for four-year universities has remained frozen at $2,862 for the Fall of 1999,

The Junior College WAT increased from $973 for the Fall of 1998 to $1,014 Fall of 1999, an
increase of 4.2% compared to the assumed 5% increase.

Actuarial Assumptions

Tuition is assumed to increase at 7% for four-year universities, however, we have assumed that
there will be no tuition increase for the four-year schools for the three year period commencing
with the 1999-2000 school year. For junior colleges the 7% tuition increase assumed last year,
has been lowered by the Board’s director to 5%. Investments are expected to earn 8.1% per
annum. The actuarial assumptions and methods are fully described in the following section of
this report.
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