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iyoungster's age. The state invests
vthat money, and the child’s tultion s
V:guaranteed at any of Michigan's

(annual tuitlon Increases) that still
includes 8 years of inflation that this
country has never seen before.”

He sald he feels the fund Is pru-

sdour-year colleges or
colleges.
<& The program has been halled as &
May n{ en‘sumlg allordnl;le college
or ol

the
~7 "I don't sce where the trust can be
i_elf-supponlng." sald Mark D, Sten-
e

.
.
.

erg, a registered investment
~&dviser with Mutual Service Corp. in
* Southfleld,

& “I see a picture 15 years down the
+Hne. The trust fund is broke and

you've got parcats plcketing the
.atate capital bullding saying, “You

promised,’ ” Stenberg =aid.

.+ Although the education trust legis-
:lation does not obligate the general
«fund to cover fund shortfalls, Sten-
herg sees a state legislature pres-
sured o use money from taxpayers,
including those not enrolled in the
program, as a bailout because politi-
dlans “don’t want to go back to thelr
districts and have to explaln why the
state lted” to their constituents.

' BOWMAN STRONGLY contests
arguments from critles who say the
‘trust fund cannot safely eamn enough
‘money to keep pace with tultions In-

eases.

“There was double-digit inflation
r the first 3 years of those 10
years,” Bowman said of the
timespan clted by critics. “I looked
at a 20-year perlod of 5-8 percent

deatly p
annual tultion Increases of 7.3 per-
cent, although be feels the increase
won't be that high.

Evi he thinks a state
ballout iy highly unllkely, Bowman
says it would be easily justified.

“If the state needs to ball this out
and does ball it m!til ;d:!nd‘.t apologize
10 any taxpayers,” he

“We are bailing cut the school sys-
tem every year,” be sald, referring
to the $1.3 billion the legislature sent
Michigan colieges this year. He
polnted out that taxpayers who don't
have school-age children still con-
tribute to education through thelr
taxes.

THE COMPARISON is dlstressing
toStenderg.

“It concerns me that the state
would choose to make some special
ballout money avallable only to the
trust participants, not directly to the
college because then they are not
subsidizing the schools — they are
subsidizing a select group of parents
who chose to get involved in a pro-
gram years earller,” Stenberg sald.
“The price of education should be
the same whether or not somebody
chose to earoll in a voluntary state
program.”

At any rate, Stenberg says It Is
misleading to say that the tultion is
guaranteed.

“There’is no guarantee that the
trust will pay tultion,” be sald, “The
only guarantee Is that if the trust
cannot pay tultion, proceeds will be
glven proportionately” to those who

M ET contracts

: Here are some questions and an-
mxz about the Michigan Education
t.

will be mailed
by Labor Day

The state has an

: Q What can to the
Mickigan Education Trust expect to
bappen next?

. A. Applicants will soon be sent a
contract, which they must sign and
return to the state Treasurer’s office
before the end of the year. The con-
tracts “will be In the mall no Jater
than Labor Day,” according to state
Treasurer Robert Bowman.

2+ Q. Can applicants still opt oot to
pat participate ln the MET?

+ %A, Yes, but the §25 application fee
s non-refundable,

Q. How much does it cost to enroll
child in the MET?

A, It varles, If the child is a
pewborn, participants will pay
$1,689 for each year of schooling.
The amount increases with the age
bf the child. The cost for a S-year-
old, for example, is $1,82% a 12-
year-old's fee would be §2,160,

11 Q. Do participants kave ¢o sign op
¢ four years of tultion coverage?
{:A. No, Contracts can last from one
3¢ four years.

$+Q. What If & chlld is on the verge
of entering college now?

A. High school juniors and senlors
tan participate, but they must pay
the current tuition rate. However,
that rate would be frozen for them
{dr the course of the contract. So if
tgitlon goes up while they're in
school, they wouldn't pay an in-

crease.

++Q. Do the same amounts hold if

the parents expect the child to enroll

Lp » community college?

r A, No. A flat fee of $1,104 per year

Was set for community colleges, re-

gardiess of the student's age.

1+:Q. Do participants have to hand

er a lomp sum?

oA, Participants can either send the

il amount by using personal sav-

ings or they can obtaln & loan and

(ay in installments.

31Q. Wil the state provide loans for
the

to the MET?
A, No, but the state has an ar.
with

igoment with
Michigan saving and
loan Institutions. The
rates “should be quite
low"” because “the
MET will insure the
loan’ through an S&L,
Bowman said. He has
seen rates range from
8.5 to 15 percent.

payments on their state income tax
returns.

A. The state must pay that tax.
‘The coet of that expense has been
figured into the earollment cost,
Bowman said,

Q. Are stadeats taxed when they
recelve the tuition funds?

the trust Is still treated a3 unearned
Income by the time the child enters
college, he or she can expect to pay
$300 to $400 a year in taxes.

Q. What if the youngster decides
10 go to an owt-of-state college?

A. In that case, the student would
receive the average tuition of Michi.
gan public schools.

Q. If the youngster decldes pot to
£0 to college, will & refand be given?

A. Yes, a refund equivalent to the
tuition at the least expenalve Michi-
gan college.

Q.’h the refund given In & lamp
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Invested In the program.

“We all know that a guarantee is
&s good as the entity guaranteeing
it Bowman retorts. "“This is the
strongest guarantee that the Michi-
gan legislature ever provided.”

Bowman sald he's heard conflict-
ing arguments as'to whether the
MET will artificially inflate or arti-
ficially deflate tuition costs.

“My sense is that the truth, as al-
ways, lles In the middle," be sald. “I

think what we will probably see in
10 years . .. Is that tuition levels
will be aboul the same across all
schools, which means (the Unlversity
of} Michigan's going to go up more
slowly then the cheaper schools, We
will get to a system like Callfornia
or New York where the same dollar
buys the same amount of credits and
where you go to school isn't depend-
ent on the size of your pocketbook
but on what kind of grades you got."
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CRITICISM OF the fund has been
comling from those who make a lly.
Ing by telling people how to invest
money, according to Bowman, who
says some financial advisers fear the
loss of $80 mllllon in commlsslons
over 18 years.

“Flnanclal advlsers say this is a
bad deal because they don't want the
competition,” he said. “This is mon.
ey out of thelr pocket.”

Sald Bowman: “The werld is full

of confllcts of Interest, including the
one that they (state officials) have. I
don't think there are a Jot of people
out there that can give you a totally
unblased opinlon.”

Stenberg, who said he has advised
some of his clieats to enroll in the
fund, sald Bowman was wrongly
accusing financtal advisers of wor-
rying about commissions. For the
“vast majority,” he said, “it will not
hurt them at all.”
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