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[LR213 LR344]

The Committee on Nebraska Retirement Systems met at 10:00 a.m. on Tuesday,
December 10, 2013, in Room 1525 of the State Capitol, Lincoln, Nebraska, for the
purpose of conducting a public hearing on LR213 and LR344. Senators present: Jeremy
Nordquist, Chairperson; Rick Kolowski; and Heath Mello. Senators absent: Al Davis,
Vice Chairperson; Danielle Conrad; and Russ Karpisek.

SENATOR NORDQUIST: Good morning, everyone. State Senator Jeremy Nordquist,
representing District 7 in downtown, south Omaha, and | chair the Retirement Systems
Committee. Today we'll be hearing two legislative resolutions, LR213 and LR344. Just
to introduce our staff, to my far right is our committee clerk, Laurie Vollertsen; to my left,
Kate Allen, our legal counsel. We have Senator Heath Mello from District 5 on the
committee; Senator Kolowski is also a member of the committee. And | believe this is all
the members of the committee that will be at our hearing this morning. Just a few notes:
If you will be testifying, there are sheets to complete in the back, and please turn those
in to Laurie. Please silence your cell phones so it doesn't interrupt with the recording.
And with that, we will start with LR213. Senator Kolowski. [LR213]

SENATOR KOLOWSKI: (Exhibits 1 and 2) Good morning, Senator Nordquist and
members of the Retirement Committee. My name is Rick Kolowski, R-i-c-k
K-o-l-0-w-s-k-i, and | represent District 31. | introduced LR213 to examine college
savings in Nebraska and ways that we can increase participation in our state's 529
plans, and to go a step further and look at financial literacy in this state as well. The
premise is that if students save for college, no matter how small the amount may be,
then they are more likely to go to college; and the earlier they start to save, the earlier
they get on that track to go to college. | want to take a moment to turn your attention to
a handout I have given you and to thank the Department of Revenue for compiling this
information. We asked the Department of Revenue to compile information on
demographics of people in this state, who are using 529 plans, by looking at the 529




Transcript Prepared By the Clerk of the Legislature
Transcriber's Office
Rough Dratft

Nebraska Retirement Systems Committee
December 10, 2013

filings on their personal income tax returns. As you can see from this information,
Nebraska families with an adjusted gross income below $50,000, who make up nearly
half of the state's population, only account for 6.8 percent of those who made 529 filings
in 2011. Meanwhile, Nebraskans reporting an income of over $100,000, who make up
less than 18 percent of the population, constitute nearly 45 percent of all 529 plan
participants. This underscores the important work we need to do to make sure that
college savings is an accessible option for all families, especially our lowest income
families who need to start saving early to be able to afford college. Today we have
invited experts in the field to paint a detailed picture of college savings and financial
literacy in Nebraska and the United States. You will hear from State Treasurer Don
Stenberg; Voices for Children; First National Bank, who manages our 529 plans; college
students; and university professors. They will highlight the barriers that are keeping our
families from saving, and some solutions to those barriers. My goal is the you'll leave
today with an understanding of where the future of college savings needs to be and with
the desire to help make a future...that future a reality. Thank you again for gathering
today and for what | foresee to be a very informative hour. I'm anxious to get on to our
expert testifiers, so | ask that you hold all questions, hold your questions until my
conclusion, please. [LR213]

SENATOR NORDQUIST: Great. Great. [LR213]

SENATOR KOLOWSKI: Thank you very much. [LR213]

SENATOR NORDQUIST: Thank you, Senator Kolowski. Appreciate that, and thank you
for all the work you and your staff have put into this legislative resolution. [LR213]

SENATOR KOLOWSKI: Thank you, sir. [LR213]

SENATOR NORDQUIST: So with that, | have a list here. Our first testifier, we have
Treasurer Stenberg. Welcome. [LR213]
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DON STENBERG: (Exhibit 3) Thank you. Mr. Chairman, members of the committee, for
the record, my name is Don Stenberg, S-t-e-n-b-e-r-g, and I'm the Nebraska State
Treasurer. As you know, by law the Nebraska State Treasurer is the trustee of the
Nebraska Educational Savings Trust, which we refer to as NEST. First National Bank of
Omabha is the program manager, and NEST is made up of four separate college savings
plans. | want to begin by thanking the Legislature for increasing the state income tax
deduction to $10,000 per year for college savings accounts beginning in 2014 for taxes
that are due in April of 2015. | think it's important to point out at the beginning that NEST
has been recognized as one of the top college savings plans in the United States. The
well-respected Web site, SavingforCollege.com, awarded the highest possible

rating--five caps--to the NEST Direct and NEST Advisor Plans in 2012, the latest year
which results are available. Kiplinger's Personal Finance magazine recognized NEST

with the best award for fund selection in 2011 and 2013. They did not make awards in
2012. And more recently, Morningstar, an independent rating firm, awarded a bronze
rating to the two NEST Plans, NEST Direct and NEST Advisor, up from neutral last
year. Morningstar said, and I'll quote very briefly: All of the bronze-rated plans have
well-executed strategies at a fair price. Often what separates a bronze plan from a
neutral plan is the state's tax benefits, and they go on to make specific reference to the
legislation that was passed last year. Because we have one of the top plans in the
country, we currently have more than 208,000 accounts nationwide; more than 59,000
of those are in Nebraska. We currently have $3.2 billion in assets in our Nebraska
College Savings Plan. Now each year, by law, we provide a annual report to the
members of the Legislature. We did that on October 30, so it's a report of over 200
pages, including the audit reports of the four plans. So that should be in your in-box or
your aide's in-box. And the exhibits | have here today, with a couple of exceptions, were
all taken from that report but have been reorganized to facilitate my presentation. NEST,
of course, was created by the Nebraska Legislature in 2001 to take advantage of
Section 529 of the Internal Revenue Code, which provides what earnings on a college
savings 529 plan that is sponsored by a state is exempt from federal taxation so long as
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the money is ultimately used for qualified educational expenses. It's important to
understand, and we get a lot of questions on this, that these, the Nebraska plan, money
from the Nebraska plan can be used anywhere in the United States. It does not have to
be a four-year college. It can be a technical school. It can be a community college. It
can be used for postgraduate work. It can be used by an adult to go back to college
themselves. We had a good...the stock market did pretty well this year, so if you want to
look at exhibit 2, you can see that a number of the plans had very, very fine results, and
that depends on the stock market and your investment choice. The first page is the
NEST Direct College Savings Plan. You can see that some various age-based options
had results, year to date as of the end of September: 16.68 percent, 14-plus percent,
almost 10 percent, and so on. The individual options on the second page of that exhibit,
depending on what the individual chose as their investment: 19.48 percent, 21 percent,
28 percent, 19 percent, 27 percent. So folks that chose particular options did very, very
well this year with the Nebraska College Savings Plan. If you want to look at exhibit 3, it
shows the growth that we've had on new accounts, and this would really be for the first
nine months of this calendar year, was almost 16,000 new accounts. Since | became
State Treasurer and First National became program manager, we have had more than
60,000 new accounts in the system and have grown to $3.2 billion from $2.4 billion just
three years ago. The resolution talks about management fees. They are found at exhibit
4 and you can study over those. The fees, of course, depend on the investment choice
you make. The basic fees, generally speaking, First National Bank is paid 0.27 percent
for a management fee, and the State Treasurer's Office receives three-one hundredths
of 1 percent for our management expenses. And of that, over $200,000 we pay to the
Investment Council for their investment oversight, and the rest pays for staff and
operating expenses in my office. Participation rates statewide were up to 12.17 percent.
Participation rate in this case is defined as the ratio of population under 18 is the
dividend and the numerator is the population in...that has college savings plans. So
statewide it's 12.17 percent. Exhibit 5 will show you county by county what our
penetration rates have been, and we use this to help focus on the counties where we
think we should be having higher participation rates and target them, although our
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program to bring people's attention to the plan is statewide in every county. Raising
awareness, exhibit 6 will show you the various advertisements. | won't go through all of
those. These show up in various places. | would point out that the first two, with the
picture of the child and a parent, were done through my office. We used a student group
at the University of Nebraska in the Journalism Department to help us put the ads
together, and they were then later used in the Husker sports guide. So this was work
that was done by students at the University of Nebraska, these first, actually first three
items. And the others were done by a professional agency hired by First National Bank
of Omaha. One of the ways that we promote interest and knowledge about the
Educational Savings Trust are scholarships and drawings, and exhibit 7 lists those for
the last two years. And I'd like to highlight just three of those and they're toward the
bottom. The 2013 NEST on the Farm Scholarships, this is targeted to young people
who live on farms and ranches in Nebraska. And they write an essay on why...how their
agricultural background relates to their desire to go to college. Another one is the
Personal Finance Challenge Scholarships. We just started that this year. For about a
decade, the Nebraska Council on Economic Education has had a personal finance
challenge competition statewide, and what we did is NEST offered scholarships of
$2,000, $1,000, and $500 to the top three winning teams. Each member of the team
would get that scholarship. It very substantially increased participation in that personal
finance challenge. | awarded the scholarships. They were all won by small towns,
interestingly enough: Johnson-Brock was first, West Point was second, and Burwell out
in the Sandhills was the third-place team. And then we also have the now 11th Annual
Why | Want to Go to College Essay Contest, and this is 7th and 8th graders statewide.
There's three regions, the Congressional...divided by Congressional district, plus one
outside of Nebraska, and they're awarded scholarships. And | wanted to share with you
just a couple of the letters and that is exhibit 8. This young lady was third place in 2012
competition, and I'm going to read a little bit of this because | think it really speaks to the
motivation of some of our young people: Why do | want to go to college? Well, if I'm
totally honest about my answer, | would say that | never thought that it was an option. |
know there are a lot of people in my family and in my own community who don't think |
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will do it. The only people who actually graduated from college in my family are my
mother and my aunt Tina. Let's face it, I'm a black student in Omaha, Nebraska, where |
am told only half of the black students actually graduate from high school and even less
actually go to college. | am not sure if it's true, but if it is, it's very sad. | see it as a
personal challenge and | want to prove my family and my community wrong. My brother
always tells me, I'm going to be just like him. He's a smart kid who struggled in high
school, failed classes, messed around, and didn't care much about his grades or school.
Well, | have decided I'm not going to be anything like him. | am going to work hard and
get scholarships. | believe that if | keep up this attitude, eventually I'll be accepted at
Howard on a full-ride scholarship. You know what people say--hard work will eventually
pay off. And it goes on from there. I'll let you read the rest of that. And the other one that
I'll just mention briefly and read part of is the 10 and 11. This girl is a ten-year-old girl.
This is exhibit 9--ten-year-old girl from Indianola, Nebraska, and was the first-place
winner in 2013, and I'll just read the first two paragraphs here: My name is Allison
Rippe. | am ten years old. | live in southwest Nebraska with my mom, dad, and younger
brother, Nathan. We have cows, horses, chickens, dogs, and cats on our farm. | am
actively involved in school, sports, church youth groups, and 4-H. I've shown horses,
chickens, and breeding heifers for three years, and | also take other projects, like
woodworking, forestry, photography, sewing, and baking. Some responsibilities | have
on the farm are feeding and watering animals, heat checking during breeding season,
helping work cattle, and keeping records. This is a ten-year-old girl, by the way. Doing
chores teaches responsibility because if you don't feed an animal or give it the correct
amount, it might get sick or even die. It makes me feel good to know that | am
responsible for them. It's a lot of hard work, but we have a good time too. And it goes on
from there and talks about how she's noticed if you have a good attitude, it rubs off on
others. And you can read that at your leisure. And so those are the quality of some of
the writings that we're awarding scholarships for. First National also sponsors NEST
Fest. There's not an exhibit on that. That's a community activity. It's been in a number of
communities around the state, open to all residents. We attempt to get a broad base of
people to come to that. There's face...depending on the event, there's face painting,
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things for families, kind of targeted somewhat at younger children so we can get their
parents there and educate them about NEST and provide materials about the College
Savings Plan. Since the Senator specifically mentioned financial literacy, | want to
spend just a minute on what...an agreement we entered into earlier this year with
EverFi, and under that agreement between NEST and EverFi, it's a five-year
agreement. An on-line financial literacy program is available to every school district in
the state of Nebraska and every student in the state of Nebraska, every high school
student, and no charge to the school district or to the students. And currently we have
41 schools that are participating under this, under the Treasurer's sponsorship, under
NEST sponsorship, and 988 students. We expect that to increase substantially in the
years ahead. We've done a lot. We try and get a lot of free media. Exhibit 10 lists the
news articles, TV and radio appearances that we've had. As you see, some months we
have...we're in the news somewhere in Nebraska almost every day of the month, so we
think we're really getting the word out through the news media. Exhibit 11 lists our news
releases. And there is definitely a relationship between college savings and the
likelihood of attending college. The College Board reported that students with any
amount saved for higher education are six or seven times more likely to attend a
four-year institution than those without any savings. So it's important to encourage
parents and grandparents, aunts and uncles to get an account started to encourage
their child to go to work. Right now we have a contest--and this will be the close of my
testimony; I'll take questions--Dear Grandchild, and it's a contest where we invite
grandparents to write a letter to their grandchild explaining why they think it's important
for them to go to college. They send a copy of that letter to NEST and we'll draw four
winners and they'll get a $2,000 scholarship each for the use of their grandchild. It can
be divided as many as five different ways if they have several grandchildren. So we're
trying to get to the grandparents because we think grandparents, in some cases, have
more money to put aside for college than parents do, who are raising a young family. So
that's a new contest. We hope to continue that in the future. With that, be happy to take
guestions. [LR213]
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SENATOR NORDQUIST: Great. Thank you. Thank you, Mr. Treasurer. | remember, |
think it was my first year in the Legislature, | introduced an interim study because we
had just received a poor rating from a national organization on our 529 plan, and largely
| think it was due to the high fees at the time. And | think at the time Treasurer Osborn
said that his hands were tied and that that contract had been entered into like ten years
prior. So with the move to the current system, that has been remedied. And how often
does the new agreement with First National and the other...and the providers of the
plans come up? [LR213]

DON STENBERG: Right. And, of course, that was before my time, but... [LR213]
SENATOR NORDQUIST: Yeah. Yeah. [LR213]

DON STENBERG: ...your recollection I think is correct. And my predecessor, Treasurer
Osborn, did an RFP. Union Bank had had the contract for, well, really from the inception
in 2001-2002 up until 2010. Treasurer Osborn did an RFP and wound up selecting First
National. [LR213]

SENATOR NORDQUIST: Uh-huh. [LR213]

DON STENBERG: It's my understand that, because of the RFP process, the fees were
substantially reduced... [LR213]

SENATOR NORDQUIST: Uh-huh. [LR213]

DON STENBERG: ...in that competitive... [LR213]

SENATOR NORDQUIST: Yeah. [LR213]

DON STENBERG: ...situation. | believe it's a seven-year contract. There will be a First
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National representative that probably... [LR213]

SENATOR NORDQUIST: Okay. [LR213]

DON STENBERG: ...is more... [LR213]

SENATOR NORDQUIST: Sure. [LR213]

DON STENBERG: ...into the details. But my recollection, it's seven years from the time
they started, which was December, late December, of 2010. [LR213]

SENATOR NORDQUIST: Okay. Are the outreach efforts, any staff you spend on
outreach efforts, that you have devoted to outreach efforts, is that cash funded or is
that... [LR213]

DON STENBERG: No, all the...well, yes. | mean all the funds for promotion, for the staff
in my office, for the $200,000-plus we pay to the Nebraska Investment Council for
investment oversight, all of that comes from the management fees,... [LR213]

SENATOR NORDQUIST: Okay. [LR213]

DON STENBERG: ...from the 3...or .03 percent for my office and the .27 percent that
Omabha National gets for the management of the plan. [LR213]

SENATOR NORDQUIST: Okay. [LR213]

DON STENBERG: And that includes all the recordkeeping and bookkeeping and on
over 208,000 accounts. [LR213]

SENATOR NORDQUIST: Uh-huh. Right. Sure. And then the last question | have, as far
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as Senator Kolowski mentioned the low participation rate by low-income families, those
below $50,000 in AGI, is that...do you think that's a matter of outreaching to those
families, or is it just a matter of financial literacy in general or a combination? [LR213]
DON STENBERG: Well, | think our outreach tries to reach all. [LR213]

SENATOR NORDQUIST: Okay. Uh-huh. [LR213]

DON STENBERG: The NEST Fest is a community activity open to all. [LR213]
SENATOR NORDQUIST: Uh-huh. [LR213]

DON STENBERG: These scholarship contests are again open to all students where,
you know, we count...to some degree, we need the school counselors, the school
English teachers and so forth, junior high teachers,... [LR213]

SENATOR NORDQUIST: Uh-huh. [LR213]

DON STENBERG: ...to make their students aware of the contest. We do as much
outreach as we can, contacting the schools and so on about these various activities.
[LR213]

SENATOR NORDQUIST: Great. [LR213]

DON STENBERG: So | think we're doing what we can with outreach. [LR213]

SENATOR NORDQUIST: Okay. [LR213]

DON STENBERG: And as the one sample showed, some of these scholarships are
won by low-income students. [LR213]

10
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SENATOR NORDQUIST: Uh-huh. [LR213]

DON STENBERG: They're based on the quality of the writing, not their...because we
don't know... [LR213]

SENATOR NORDQUIST: Sure. Yeah. Sure. Sure. [LR213]

DON STENBERG: ...their financial situation--but it's open to all--and clearly in this one
case, that specific case, and I'm sure there's others. [LR213]

SENATOR NORDQUIST: Yeah. [LR213]

DON STENBERG: | think the reality, Senator, | mean...and having been a young father
myself at one time, you know, especially if you're a younger family, your income maybe
isn't what it will be in the future, so you've got a tight income. [LR213]

SENATOR NORDQUIST: Uh-huh. Yeah. [LR213]

DON STENBERG: Maybe you've already got college debt yourself... [LR213]
SENATOR NORDQUIST: That's right. [LR213]

DON STENBERG: ...or maybe you've got debt on a car, you got a couple of young kids.
And by the time you pay the rent, the automobile insurance, the food and the electricity,
there's just...there's no money left, not because you're not a good financial steward but

just because money only goes so far. [LR213]

SENATOR NORDQUIST: Uh-huh. Absolutely. Yeah. Yeah. [LR213]

11
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DON STENBERG: And so | think that's part of the challenge. And not...I think it's
important, though, not every low-income family is low-income throughout their entire
lifetime. [LR213]

SENATOR NORDQUIST: That's right. Yeah. [LR213]

DON STENBERG: A of folks getting right out of college are, you know, using used
furniture, as we did,... [LR213]

SENATOR NORDQUIST: Sure. Yeah. [LR213]

DON STENBERG: ...for the first few years of their working experience after college.
[LR213]

SENATOR NORDQUIST: Uh-huh. [LR213]

DON STENBERG: So | think you got to take into account that some of these folks, that
may not be able to put money into a college savings account now, five years from now
may be able to. [LR213]

SENATOR NORDQUIST: Will in the future. [LR213]

DON STENBERG: And that's why we try and get to everybody,... [LR213]

SENATOR NORDQUIST: Uh-huh. [LR213]

DON STENBERG: ...so that they're aware of it, so that if at some point in the future they
have the ability to make a contribution, hopefully they'll start a college savings account.

And of course, these scholarship contests hopefully will encourage parents and
grandparents to add on to those scholarship accounts. [LR213]

12
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SENATOR NORDQUIST: Uh-huh. Sure. Great. Thank you. Any questions? Senator
Mello. [LR213]

SENATOR MELLO: Thank you, Chairman Nordquist. And thank you, Treasurer
Stenberg. Kind of a couple questions that dovetail a little bit off what Senator Nordquist
just asked, and | know part of, | think, what Senator Kolowski was looking for were
policy options that the Legislature could consider moving forward. | was asking the legal
counsel. It was my recollection there was a bill introduced two years ago that would
allow state taxpayers to divert their income tax return to the 529 program if they wanted
to divert that to... [LR213]

DON STENBERG: Uh-huh. [LR213]

SENATOR MELLO: ...a 529 account. Outside of that one specific policy, and | believe
that bill did not pass,... [LR213]

KATE ALLEN: Right. [LR213]

DON STENBERG: Correct. [LR213]

SENATOR MELLO: Have you focused or targeted any specific outreach policywise
toward some of the more vulnerable population that Senator Nordquist mentioned? I'm
thinking, more than anything else, families that are currently in the child welfare system.
It's an issue that the Legislature has gone through the last couple of years where
children are coming into the system, age out of a system, and are left to fend for
themselves, essentially, when they turn 18. And so if you could share, | guess, any
feedback or just your general thoughts if that's an option that would require us
legislatively to do something to require more targeted outreach to those populations or
is that something you could do administratively. [LR213]

13
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DON STENBERG: Well, we're...| guess we're trying to do what we can. | kind of
outlined some of those, the NEST Fest activities, the scholarship activities that are
available to, depending on the contest, any student of a certain age, age group; a Draw
Your Dreams contest, again available to various age group students. So | guess our
effort hasn't been so much to target a particular area as it is to try and reach everyone
with the existence of the program and the importance of saving for college. And you
know, some, as | mentioned earlier, some folks at a particular point in their life just don't
have any money to put aside for that purpose but hopefully in the future, you know, their
economic situation will improve and they'll be able to do it. [LR213]

SENATOR MELLO: Do you think...and | would agree with the kind of...| would agree
partially with that general premise, but do you think if it's somewhere along the lines that
the Legislature should consider some kind of maybe mandatory participation, families? |
mean the reality is other states and city governments are creating, | think they're called,
baby bonds and baby savings bonds were every child that's born gets a certain dollar
amount set up into an account so that they can utilize that moving forward for college or
healthcare, whatever that child needs as they grow older. I'm not saying that the state
appropriates money into the account mandatory but mandatorily requiring families,
moving forward, to establish an account. [LR213]

DON STENBERG: | don't...l wouldn't support making it mandatory, Senator. You know,
some folks aren't going to want to go to college and, you know, Bill Gates didn't finish
college and did pretty well. So | don't think it makes sense to mandate something like
that. In terms of...l guess if you're looking for additional support for economically
disadvantaged persons to go to college, in addition to Pell Grants and other things of
that sort, it would probably make more sense to focus on scholarship programs based
on financial need and financially supporting it in that. [LR213]

SENATOR MELLO: So like targeting maybe to free and reduced lunch students and

14
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families... [LR213]

DON STENBERG Well, | don't... [LR213]

SENATOR MELLO ...at an earlier age or...? [LR213]

DON STENBERG: Again, | think you probably want to wait. | think you'd want to focus
on folks when they are the age they wanted to start college and help them with their
college education if you want to do something more, their income, to advocate that. But
| think the nature of the College Savings Program does mean that you have to be well
enough off economically to have some ability to put aside some money for college, and
for some folks that's just not possible at a particular point in their life. If what you want to
do is help more economically disadvantaged people go to college, you might want to
look at some kind of financial aid, a need-based type scholarship program through the
Nebraska colleges and university. That would be my... [LR213]

SENATOR MELLO: Your general...okay. [LR213]

DON STENBERG: ...general thought on how to approach that. [LR213]

SENATOR MELLO: How do you think the relationship to the tax changes we made this
year...| mean | know it's a little too early since it just took effect. But is that something
that is going to need to be continually, | guess, reevaluated on annual basis or a
biennial basis of whether or not that $10,000 tax...income tax deduction threshold is
adequate to encourage middle-class families to be able to save more money? [LR213]

DON STENBERG: Yeah, | think that was a big plus. It moved us up in the ratings with
Morningstar. And | think for the time being we're pretty competitive now... [LR213]

SENATOR MELLO: Okay. [LR213]

15
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DON STENBERG: ...at that amount. And another thing, not everybody...well, a lot of
people can't put in $10,000 a year, but sometimes you will have a year when you sell
your house, buy a different one, maybe have a little bit of stock and it goes up and you
sell and you've got a capital gain, so you may only be able to take advantage of that as
a taxpayer once or twice in your lifetime. But it is there and it's an encouragement. The
other thing is that, and | don't disagree with the statistics about...that the senator
presented here, but the other thing is, is the more people you have in the program, the
more you spread the management cost, because management costs don't go up very
much when you add another person. There's a certain amount you need at a certain
level. And so your middle-income folks, who may not be able to take a $10,000
deduction, benefit indirectly by having more people in the program and spreading the
administrative costs of that, of that program. And as | see the College Savings Plan, it's
one of the few things out there for the middle-class families... [LR213]

SENATOR MELLO: Uh-huh. [LR213]

DON STENBERG: ...to help get their kids to college. You know, the very wealthy, they
don't need any program. They write a check and that's that. And not everyone, but for
those who are in poor financial situations, you've got Pell Grants and need-based
financial aid of various kinds. Can talk about whether what we've got is adequate or not,
but there's some there. There's really nothing there for the middle-class family. They
don't qualify for financial aid. They make too much money for that. But there's no way
they can afford $12,000, $15,000, $17,000 a year for college tuition, room and board
and so on. So | really see this program as being especially helpful to middle-class
taxpayers and middle-class Nebraskans. [LR213]

SENATOR MELLO: My last question is kind of an open-ended one to some extent, and
it's maybe just sharing your office's experience. How has higher education been to work
with in regards to promoting this program to existing maybe nontraditional students who
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have children or those who are currently in school and may find a way to be able to take
advantage of it at some other point in time, alumni? Is the higher education system in
the state being proactive in trying to encourage participation in the savings program
or...?7 [LR213]

DON STENBERG: You know, | don't know the answer to that, Senator. We haven't had
a lot of direct contact with the higher institutions or the...you know, when a college
savings account is being used, basically, the payment is made to the university or
whatever, to the college. So | don't know what they might be doing to promote that. We
haven't done a lot with the university. Perhaps Deborah Goodkin, who will testify, with
First National, might have a little more information on that. They may be doing
something; they may not. I'm not aware of it. [LR213]

SENATOR MELLO: Okay. Thank you. [LR213]

SENATOR NORDQUIST: Thank you. Rick. [LR213]

SENATOR KOLOWSKI: Thank you, Mr. Chairman. Treasurer Stenberg, thank you for
your testimony this morning. Appreciate it very much. [LR213]

DON STENBERG: You bet. [LR213]

SENATOR KOLOWSKI: And | just wanted to back up one of your statements. As a high
school principal for many years, | saw the difficulty of the middle-class kids trying to find
the scholarship assistance at colleges, universities, community colleges, whatever else.
That's a reality check. And the more people could do to start early on some of that
savings, it really...it is a reality. And | think that's one of those issues in our state, and |
think we need to keep coming back to on what kind of assistance might we have for the
full range of students that... [LR213]
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DON STENBERG: Uh-huh. [LR213]

SENATOR KOLOWSKI: ...would help get them through the difficult years of paying for
those colleges. | also saw the adjustment by the parents of thinking about their student
in high school and where they might go to school. A lot of parents sort have settled into
the local area for their undergraduate work because it was less expensive, and then
thinking in terms of graduate work at a specialty university that would have an excellent
program if their child was capable of moving on to that area, and keeping that
expenditure for that later time rather than up-front for the four years of undergrad,
including an expansion of our community college system. So that's really had a
tremendous effect as they've adjusted to the college credit, transferring and all the
things that have happened there. Lastly, | think the...one of the great points of wisdom
you had was the grandparents and how we need to tap into more of the
grandparents--... [LR213]

DON STENBERG: Uh-huh. [LR213]

SENATOR KOLOWSKI: ...where the money is in our country. (Laugh) And | think that's
an issue that the more we could push that and do something with that aspect, | think
we'd be in much better shape as well. So thank you again for coming, sir. [LR213]

DON STENBERG: Yeah. Thank you, Senator. Yeah, we're going to do more and more
to target grandparents. We've gotten some. This contest kind of helps highlight that. But
we do think in a number of cases grandparents may be in a better position to help with a
college savings plan than young parents are. And just to follow up on what you said, |
think with the costs of college getting more and more, | think we're going to see more
and more students live at home, go to a community college their first couple of years at
least, just from a financial standpoint. Then they don't have housing expense. You're
feeding them but that doesn't cost what it would at a college or university. And frankly, I
think universities are going to have to become more competitive with a lot more on-line
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programs that can be done at less expense. That's all kind of out of my bailiwick, but
that's the way | see things developing. | think colleges are going to recognize that
people just can't afford it. They're going to have to find ways to provide higher education
at a lower expense, and | think we're starting to see a little bit of that. [LR213]

SENATOR KOLOWSKI: Yes, we are. Thank you. [LR213]

SENATOR NORDQUIST: | don't think there's a better Christmas present for your
grandkid than a 529 contribution. So thank you,... [LR213]

DON STENBERG: You bet. [LR213]

SENATOR NORDQUIST: ...Mr. Treasurer. [LR213]

DON STENBERG: Thank you very much. [LR213]

SENATOR NORDQUIST: Next up we have Aubrey Mancuso from Voices for Children.
Welcome. [LR213]

AUBREY MANCUSO: (Exhibit 4) Good morning, Senator Nordquist, members of the
committee. My name is Aubrey Mancuso, A-u-b-r-e-y M-a-n-c-u-s-o, and | work with
Voices for Children in Nebraska. | want to first thank Senator Kolowski for bring
attention to this issue. | think it's something that nationally a lot of states and cities are
really starting to pay attention to, and there's a couple of things that have been
happening in Nebraska and around the country that are really starting to have states
taking a look at savings for education. One is that the cost of higher education is
increasing much faster than family incomes. The average tuition and fees at a public
four-year institution in Nebraska increased by 16 percent just over the last five years,
and over that same time period median income in the state only increased 2.2 percent,
and that's not adjusted for inflation. It actually decreased if you adjust it for inflation.
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State budgets have also remained tight, so the public portion of the funds that is able to
be covered has been limited as well. Over that same five-year time period, per-student
state spending on higher education decreased by 17 percent, and this has sort of
created a couple challenges. One is that our economy needs educated workers. Some
current projections indicate that by 2020 a full 71 percent of all jobs in Nebraska will
require some form of higher education, whether that's an associate's degree or a
training program. If our current trends continue, only 47 percent of the population would
have some form of higher education by that time, and that would leave a significant gap
between our work force needs and what's available. In some of my...you should be
receiving a copy of the testimony that has some of this research outlined in more detail.
So what has happened really is that there's been a cost shift in higher education, not
only from the state to the individual family but, because family budgets are tight, from
the family to the individual student. And one of the things that that's resulted in is really
an increasing amount of debt. In 2012, 63 percent of students in Nebraska graduated
with some form of debt, and the average debt burden was about $24,000. And that's a
challenge not only for the individual student but as these students graduate and start
out as young workers. That's typically a period in life where they're often significant
drivers of the economy because it's before they have children, before they're maybe
saving for retirement, and they tend to have more disposable income to spend. And
that's not necessarily happening if they have a huge debt burden. It's also a time when
a lot of people are able to make those financial investments that lead to longer term
financial security, like buying a home, and student debt can be a significant barrier to
that. A recent survey from the National Association of Realtors found that 49 percent of
people describe student debt as a huge obstacle in buying a home. So I think what's
happening is college is becoming more expensive so it's harder for people to get
through the door, and those that are getting through the door are increasingly paying for
it with loans, which has longer term consequences. So a lot of the research and
promising practi