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529 Plans –
Brief 
Summary 

Maryland 529 (“MD529”) offers two different types of 529 college savings plans: (a) 
investment plans and (b) prepaid tuition plans (which are each subject to applicable 
Disclosure Statements). 

• Maryland College Investment Plan (“MCIP”) is a traditional 529 investment plan 
that allows Account Holders to invest in a variety of investment options (generally, 
various mutual funds).  The MCIP can be used for qualified educational expenses –
which are broader than those expenses allowed by the MPCT.  These investments 
retain the risks of a traditional investment account in that they can gain or lose 
money, and the returns vary with the returns on the investment.  The MCIP is NOT
affected by the calculation issue.

• Maryland Prepaid Tuition College Trust (“MPCT Tuition Plan”) program allows an 
Account Holder to prepurchase (“lock in” the cost of) tuition at the time of the 
contract in advance of the beneficiary’s enrollment.  The MPCT Tuition Plan is a 
pooled fund and works similarly to a defined benefit plan. The Account Holder 
purchases a contract that will pay a certain defined benefit in the future.  The 
contract primarily can be used for payment of tuition and certain mandatory and 
qualified expenses at qualified  two- and four-year colleges and universities.  The 
MPCT Tuition Plan does not carry investment risk.  Benefits are guaranteed. If funds 
are insufficient to pay the full benefits, upon request of the Maryland 529 Board, 
the Governor must include an amount in the budget to allow the Trust to pay the 
benefit, subject to General Assembly final approval. 

• The MPCT Tuition Plan is the plan that is the subject of the calculation 
issue and this presentation.  As of June 30, 2022, there are 
approximately 27,680 active MPCT accounts.
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Maryland Prepaid College Trust Program 

(“MPCT Tuition Plan”)

• The MPCT Tuition Plan allows an Account Holder to pay in advance for a Beneficiary’s future tuition 
costs at an accredited college or university.  

• When an Account Holder enrolls, the Account Holder selects one, of three, programs:
• The University Plan: with (a) one semester or (b) one, two, three, or four years of university tuition prepaid;

• The Community College Plan: with one or two years of community college tuition prepaid; or

• The Two-Plus-Two Plan: with two years of community college, plus two years of university tuition prepaid.

• Once the Account Holder provides information on the age of the Beneficiary, a “Contract Price” is 
quoted based, in part, on a projection of of the future cost of tuition. 

• When Account Holders enroll, the Account Holders select how they want to pay the Contract Price:
• Lump-Sum Payment:  a one-time payment for the full Contract Price;

• Annual Payment:  equal yearly payments for a set number of years;

• Five-Year Monthly Payment:  sixty equal payments over five years; or

• Extended Monthly Payment:  equal monthly payments that end on the December before the Beneficiary is expected 
to enroll (the “Projected Enrollment Year” or “PEY”).     
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Valuing 
Contributions

• Contributions for Accounts 
opened prior to December 2021 
are also subject to a Payment 
Processing Fee of $4.00.

How to Calculate a Contribution 
Amount

Example 

Total Amount of Payment Made 
to the Account

$500.00

Minus Payment Processing Fee  
(if Account opened prior to 
12/1/21; none if Account
opened on/after 12/1/21) 

(-$4.00)

Subtotal $496.00

Minus Operating Expenses of 
2.5% of Subtotal

(-$12.40)

Net Contribution Value $483.60



What if MPCT Tuition Plan Payments Were Late or 
Returned?

• Each payment is due on the 1st day of the month.  If a payment is not received by the 10th of the month, a late 
fee is assessed.

• If a payment is returned, you are assessed a $28.00 fee.

• If the first payment due under the Contract is missed, notices are sent to the Account Holder at 30, 60, and 90 
days.

• If payments were made and then other payments are missed, notices are sent to the Account Holder at 30, 60, 
90, 120, and 150 days.  

• After 180 days delinquent, the Account is “downgraded:”
• If you bought a University Plan, semesters/years are reduced until the number of semesters/years available in the Account 

match the payments actually made.

• If you bought a Community College Plan, years purchased are reduced until the number of years available in the Account match 
the payments actually made. 

• If you bought a Two-Plus-Two Plan, this is changed to a Community College Plan.

• If there is not a way to “downgrade” the Account, the Account is involuntarily canceled with 90 days to reinstate 
the Account.
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Tuition Benefits Under the MPCT Tuition Plan

The MPCT Tuition Plan is, basically, a “defined 
benefit” program.  This is different than the 
College Investment Plan.  While the College 
Investment Plan allows Account Holders to 

invest money for future education costs, the 
MPCT Tuition Plan allows the Account Holder to 

“lock” the price of tuition by contract —
guaranteeing the cost of Tuition at Maryland 

public colleges and universities, even if tuition 
were to rise.

The primary benefit that is available to 
Beneficiaries is the payment of tuition costs at 

Maryland public colleges and universities.

This benefit is available for the Fall semester in 
the Projected Enrollment Year (“PEY”) that is 

shown in the Participation and Payment 
Schedule provided to each Account Holder.

If the Beneficiary chooses instead to attend a 
qualified private college or university or to 

attend an out-of-state college or university, the 
Beneficiary is entitled to have tuition paid, up 
to the Weighted Average Tuition (“WAT”) of 

Maryland public colleges.

The Weighted Average Tuition calculation is 
shown in the MPCT plan documents and is 

based on the tuition paid for in-state students 
at Maryland public colleges and Universities.  

You can always find the WAT on the FAQs
portion of MD529’s website.  

For 2022, the WAT is: (a) $10,607.61 (per year) 
for university programs or (b) $4,890.38 (per 

year) for community college programs.  (To find 
the per semester benefit, you would divide 

these numbers in half.)
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Changes to the MPCT Tuition Plan
Minimum Benefit Calculations
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The MPCT Tuition 
Plan Minimum 
Benefit (Pre-2021)
• In addition to the Tuition Benefits, the MPCT 

Tuition Plan included a “Minimum Benefit.”

• The Minimum Benefit was calculated based on 
contributions to the Account plus “a rate of return 
of a U.S. Government Security with a constant 
maturity of one year minus 1.2%.”  

• The Disclosure Statement made clear that the 
Minimum Benefit earnings rate would never be 
less than zero.  (For example, if the Government 
Security rate is 1.0%, the Minimum Benefit 
earnings rate would be set at 0.0%--it would never 
be negative).  

• This growth in the minimum benefit is called 
“Earnings.”

• If the Minimum Benefit provided more benefits to 
the Beneficiary than the Tuition Benefit, the 
Beneficiary would be able to receive up to the 
Minimum Benefit, which could also be used for 
other “Qualified Educational Expenses” beyond 
just Tuition.  
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Historical Rate Data (MPCT Tuition Plan)
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The MPCT Tuition Plan Minimum Benefit (2021 Changes)

• In light of a calculated surplus in the MPCT 
Program, the Board of Directors voted in 
2021 to implement a 6% Earnings rate on all 
balances in accounts as of October 31, 2021.  
Earnings compound every month.

• Any contributions made on or after 
November 1, 2021 accrue earnings at the 10-
year Treasury Note rate.  Earnings compound 
every month.

• If an Account is opened on or after 
November 1, 2021, only the 10-year Treasury 
Note Earnings rate applies to the balances.
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Comparing Earnings Rates
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Putting It Together
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How MPCT Tuition Plan 
Accounts Have Minimum 

Benefit Earnings Attributed
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MPCT Tuition Plan 
Earnings 

Calculations
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• Prior to November 1, 2021, any contributions made had earnings attributed at 
the rate of a one-year government security minus 1.2%.

• Starting on November 1, 2021, any existing balance began having earnings 
attributed at the 6% annual rate until used.  

• On the 15th of each month, MD529 determines what the balance is in your 
Account.

• For November 1, 2021 balances, the Account Minimum Benefit balance has 
earnings attributed at the rate of 0.5% per month (6% annual rate, divided by 
12).  The next month, the Minimum Benefit has earnings attributed at the rate 
of 0.5% (on the new balance—compounding the amount monthly).  

• For contributions made after November 1, 2021, the Account Minimum Benefit 
balance has earnings that accrue at the 10-year Treasury Note rate which is set 
each June 30. This rate is then divided by 12. Earnings accrue at this monthly 
rate and are compounded monthly.

• Tuition or other Qualified Higher Education Expenses, it reduces your balance.  

• Earnings are allocated on the 15th of each month since this is after the 10-day 
grace period for a late payment.

• Your Minimum Benefit balance goes up or down as this attributable earnings 
rate is applied each month.

• As your Beneficiary “spends” benefits, it first reduces the balance with the 6% 
rate and then depletes the balance with the 10-Year Treasury Earnings rate. 
(Called First-In, First-Out or FIFO).     

1/6/2023



The 2021 Program Manager 
Change-Over
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Historical 
Background
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• In 2021, the administration of the MPCT Tuition Plan was transferred 
from the MD529 team to an outside, professional 529 plan 
manager—Intuition College Savings Solutions.

• As part of this transfer of plan administration, the old records for the 
MD 529 MPCT plan had to be transferred and “mapped” to the new 
Intuition system.  

• In addition, Intuition worked with the MD529 staff to create an online 
customer service portal that would allow Account Holders to see up-
to-date, “live” information about their accounts.

• As part of this new system, the Intuition system would calculate 
different benefits that were available to Beneficiaries: (a) Tuition 
benefits, (b) Weighted Average Tuition benefits—for private or out-of-
state schools, and (c) Minimum Benefits.  Previously, this had been a 
manual system when the plan was managed by MD529.

• In addition, Intuition and MD529 were working to auto-calculate and 
display the “FAFSA Value” or reportable value of the Benefits under 
each Account, so that Account Holders and Beneficiaries would not 
have to call in to obtain this value (or calculate it by hand with their 
tax professionals).   
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What Went 
Wrong with 

the MPCT 
Tuition Plan 

Calculations?
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teams determined that errors were occurring when auto-calculating 
earnings attributable to Contributions and when calculating the Minimum 
Benefit.  

• Depending on when an Account Holder logged into the Account Holder 
portal, an Account Holder may have seen various numbers:

• A Minimum Benefit balance showing 6% earnings rates on all 
Contributions, even those after November 1, 2021—that should 
have earnings calculated on the 10-Year Treasury Note.

• A Minimum Benefit balance showing 6% earnings on all 
Contributions, even if a Beneficiary had been taking Distributions.  
For instance, some Accounts had Beneficiaries who had used 7 of 
the 8 purchased semesters.  Their Minimum Benefit balance may 
have incorrectly shown earnings attributed to the full amount 
contributed, even the money that had already been “spent” by the 
Beneficiary.

• A Minimum Benefit balance that did not include any earnings for the 
period before November 1, 2021.  

• When Intuition and MD529 were not able to quickly fix these calculations, 
it was decided to set the applicable rate to 0.0% in order to protect the 
Trust funds.  If an Account Holder logged in from mid-2022 to present, the 
Minimum Benefit balance was calculated on a 0.0% earnings rate.   
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What Was or 
Was Not 

Impacted?

P
u

b
lic U

p
d

ate

• Importantly, none of these calculations impacted any records of the 
total dollars contributed or distributed.

• Nothing impacted the funds invested on behalf of participants in the 
Trust accounts.  All money is still on hand within the investments. At 
present, the Prepaid College Trust maintains approximately $1 billion 
in investments.

• As of June 30, 2022, $1.1B in assets were held for the benefit of 
MPCT Account Holders.  According to an independent actuarial 
analysis, this represents a “funding ratio” of 140%.  (Assets of 
the MPCT fund exceed the expected obligations to Account 
Holders and Beneficiaries.)

• The impact has been to the number shown to each Account Holder as 
the Minimum Benefits that are available for distribution and to the 
value of the attributable earnings portion being temporarily 
unavailable for distribution as a Minimum Benefit, Rollover or Refund. 

• Tuition Benefits remain available and have been available the entire 
time.  In addition, any Beneficiary attending a qualifying out-of-state 
or private college or university could access the Weighted Average 
Tuition benefit.      
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Answers to Other Questions
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FAQs
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Earnings rate was set at 0.00% to make sure MD529/Intuition did not 
distribute benefits beyond those set forth in the MPCT Tuition Plan.  If 
benefits were paid beyond what a Beneficiary was entitled to under the 
contract, it would decrease the overall Trust funds available for other 
Account Holders.

• Why not give Account Holders the balance they may have seen on the 
website or in a statement? Each Account Holder’s Account represents a 
small “slice” of the overall Trust fund.  By giving one Account Holder more 
than they were entitled to receive as defined in the Plan Disclosure 
Statement, it would deplete the assets in the overall Trust fund available 
for others.  

• Why has it taken so long? Once MD529 found that these calculations 
were not correct, it began an investigation to resolve the calculation 
errors.  Given the issues with the calculation, MD529 hired outside 
consultants, including CPAs, to help manually reconcile Account Minimum 
Benefit calculations.  They have been doing so and fixing the calculation 
formulas.  Rather than constantly updating information that may still be 
wrong, MD529 shut down the Minimum Benefit calculations (set the 
attributable earnings rate to 0.00%) until it can ensure that they are 
properly functioning.

• Because of these issues with the calculations, did this impact tuition 
distributions? No.  Tuition benefits have been and remain available.  
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prioritize Account Holders for expedited review.  This created the “priority” rankings that are 
described in the FAQs.  MD529 is using the information in these forms to identify all issues and 
process first those Account Holders seeking immediate access to funds—either for a rollover, a 
refund, or a distribution for educational expenses.   

• What should I expect? Dozens of Accounts have been manually reviewed to date.  Account Holders 
who submitted an Account Support Form will be contacted by MD529 once their account has been 
manually reviewed and reconciled.  They will receive correspondence that includes:

• A reconciliation of their account showing contributions, distributions, and earnings.

• A statement showing the different benefits that are available to Beneficiaries.

• Information on  refund or rollover balances.

• Information that will confirm any instructions the Account Holder provided in their Intake 
Form.

• Information on the forms the Account Holder must complete so that MD529 can follow the 
Account Holder’s instructions.  (For example, the Account Holder must complete a form to 
request a rollover into another 529 plan).  These forms are also available at: 
https://maryland529.com/Account-Holders/Maryland-Prepaid-College-Trust/MPCT-Forms. 

• What happens after I receive the report? After receiving  the report, please compare it to Account 
Holder records.  If you are seeking a refund, in particular, please speak with a tax professional 
regarding any impact this may have on the Account Holder or Beneficiary’s tax liability.   MD529 will 
be working directly with the Account Holder and Intuition to process instructions. 
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• Are all accounts being reviewed? After the Account Holders that 
submitted an Account Support Form have been completed, 
MD529 will be working with Intuition through a full reconciliation 
of the entire Program.

• What if I took a distribution after November 1, 2021? As part of this 
process, we will be reviewing any previous distributions. 

• Are account statements impacted? As part of this process, we will be 
reviewing account statements. 

• Did this impact the College Investment Plan with T. Rowe Price? No.  
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