2019 ANNUAL REPORT

Dear Fellow Pennsylvanians:
I am pleased to present this update about the success and significant impact of the Keystone Scholars program.
This innovative idea is making a difference for Pennsylvania families by encouraging more parents to save
early for their child’s future education.
Keystone Scholars offers a $100 starter deposit into a PA 529 Guaranteed Savings Plan (GSP) account for
every baby born to or adopted by a Pennsylvania family. Funds for this program come from PA 529 GSP surplus
investment earnings and philanthropic donations, meaning no taxpayer dollars are used for the program. As of
December 31, 2019, the GSP fund had an actuarial status of 130.38%.
The program first launched as a demonstration project for the 2018 calendar year. The pilot granted babies born
that year in six eligible counties access to the $100 starter deposit. The counties included in the demonstration
project were Elk, Delaware, Indiana, Luzerne, Mifflin and Westmoreland. Following legislation passed that
same year, Keystone Scholars became a statewide program available to all babies born or adopted after
December 31, 2018. The funds can be used after the child’s 18th birthday to help with tuition, fees, and other
expenses at a qualifying postsecondary education institution—including 2- and 4-year universities, technical
schools and community colleges.
With the help of our research partners, we have concluded that the availability of Keystone Scholars has a
positive impact on families’ savings behaviors. Families in the demonstration counties were twice as likely
to open a corresponding PA 529 account during their child’s first year of life than those in non-pilot counties.
This increase in savings was true across all demographics.
Across the Keystone Scholars statewide program, nearly 20% of families claiming the starter deposit have
opened a corresponding PA 529 account, putting more families on the road to postsecondary education saving
as early as possible.
The positive reaction from Pennsylvania’s families demonstrates the success of Keystone Scholars. The future
of the program is bright, just like that of our next generation of Pennsylvanians. Helping families understand
the importance of saving early for postsecondary education expenses is crucial for their children’s futures, and
the future of our entire Commonwealth.
Sincerely,
Joe Torsella
Pennsylvania State Treasurer
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BRIEF PROGRAM OVERVIEW.
Introduction
Studies show that a child with higher education savings is three times more likely to continue on to postsecondary
education and four times more likely to graduate.1 It is clear that establishing a PA 529 account instills an expectation
that a child can and will achieve an education beyond high school. Starting this expectation at birth, with financial
support from a Keystone Scholars grant, turns the dream of obtaining a postsecondary education into an inevitability.
We are well on our way to achieving our goal of reaching every eligible family in the Commonwealth. As more
and more parents claim Keystone Scholars grants for their children, the potential return on investment to the
Commonwealth grows larger and larger.

Keystone Scholars Demonstration Project
In 2018, the Keystone Scholars Demonstration Project (Demonstration Project) was launched in six Pennsylvania
counties—Delaware, Elk, Indiana, Luzerne, Mifflin, and Westmoreland—providing a $100 starter deposit to a PA 529
Guaranteed Savings Plan (GSP) account for all babies born to or adopted in 2018 by a family residing in one of those
counties. The starter deposit is earmarked to be used for future postsecondary education expenses.
The Demonstration Project was made possible through grants from the Neubauer Family Foundation, Henry
L. Hillman Foundation, Richard King Mellon Foundation, the Heinz Endowments, and the Pennsylvania Higher
Education Assistance Agency.

Keystone Scholars Statewide Program
In the 2017-2018 legislative session, legislation making Keystone Scholars a permanent, statewide program was
introduced in the House of Representatives by Representatives Duane Milne and Bernie O’Neill and in the Senate
by Senators John Gordner and Vincent Hughes.
Act 42 of 2018 was passed with robust bipartisan support by the General Assembly and signed into law by Governor
Wolf on June 22, 2018. Act 42, effective on January 1, 2019, legislated the first universal, automatic, opt-out,
statewide children’s savings account program in the nation and brought Keystone Scholars to every county in the
Commonwealth, garnering significant notice in both the press and academia.
Pennsylvania’s leadership has inspired similar efforts in other states, both red and blue, including Nebraska, which
followed suit with similar legislation in 2019. A report issued by the Center for Social Development at Washington
University in St. Louis prominently featured Keystone Scholars as model legislation for other states (Appendix A).
Likewise, as is illustrated in the Annual Marketing Overview, a number of state and national media outlets have
carried stories about Keystone Scholars. Act 42 charged the Pennsylvania Treasury Department (Treasury) with
administering Keystone Scholars. Treasury’s Bureau of Savings Programs directs Keystone Scholars, while its
investment advisors and asset managers oversee assets as part of the GSP. VistaShare, LLC and Ascensus
College Savings Recordkeeping Services, LLC perform record-keeping functions for Keystone Scholars.

Elliott, W., Song, H-a, & Nam, I. (2013). Small-dollar children’s saving accounts and children's college outcomes by income level. Children and
Youth Services Review, 35 (2013), p. 560-571.
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PA 529 GSP FUND EXCEEDED A 100 PERCENT FUNDED ACTUARIAL STATUS.
For the seventh consecutive year, the PA 529 GSP Fund was more than 100 percent funded. Based on the actuarial
assumptions, as of December 31, 2019, the PA 529 GSP Fund was 130.42 percent funded – 12.32 percent higher
than on December 31, 2018 (116.11 percent funded). The actuarial status is a projection of the plan’s ability to meet
the obligations that existed on December 31 as they come due in the future and assumes no new contributions are
received.
The actuarial funded status has more than fully recovered since hitting a low on March 31, 2009, when it was
70.4 percent funded. Correspondingly, the projected actuarial reserve was $509 million on December 31, 2019 –
improved from $271 million on December 31, 2018, and its low point of -$403.4 million on March 31, 2009.
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PROGRAM ACCOMPLISHMENTS
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2018 KEYSTONE SCHOLARS PILOT RESULTS.
Children born to or adopted by residents of one of six counties (Delaware, Elk, Indiana, Luzerne, Mifflin, and
Westmoreland) in 2018 received a $100 starter deposit, which will grow through investment in the PA 529 GSP,
to be used for qualified higher education expenses. Parents were required to claim the grant by the child’s first
birthday.
The total number of eligible babies in these six counties in 2018 was 13,023. As of December 31, 2019, 2,486 or
19.08% of eligible families claimed the $100 starter deposit. For the purposes of comparison, a program similar to
Keystone Scholars in Maine garnered a participation rate of 15.5% after its first year.
Families in pilot counties were found to be twice as likely to open a PA 529 account as families in non-pilot
counties within the first year of their child's life. Of the 2,486 families that claimed their $100, 496 or 19.98% have
also linked to a PA 529 account.
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2019 KEYSTONE SCHOLARS STATEWIDE PROGRAM.
The statewide program, which took effect for babies born on January 1, 2019, and after, is “opt-out,” meaning that all
children born to or adopted by Pennsylvania residents are registered into the program without the need to claim their
grant funds. Families are notified of this new program and encouraged to open an individual PA 529 account, while
also being provided an opportunity to remove their children from participation. As of December 31, 2019, only eight
families have opted to not participate.
The total number of families eligible and notified of their ability to register their child for the 2019 Keystone Scholars
Statewide Program as of December 31, 2019, was 88,094. This represents births and adoptions through the end of
August 2019. (Birth and adoption data is received at a several month lag by the Pennsylvania Department of Health.)
As of December 31, 2019, 8,512 or 9.66% of eligible families have registered for the $100 starter deposit.
Of the 8,512 families that registered for their $100, 1,715 or 20.15% have also linked to a PA 529 account. These
results are consistent with the results of the pilot.
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PA Treasury
Keystone Scholars Pilot Demonstration Project
Summary Results Report
October 2019

With two months left in Pennsylvania Treasury’s pilot demonstration program
that provides seed funding for postsecondary education in six counties, the
preliminary results are in:

Treasury’s Keystone Scholars pilot has doubled
Pennsylvania 529 College and Career Savings Account
openings in the first year of life.
In 2018, Pennsylvania Treasurer Joe Torsella launched the Keystone
Scholars pilot demonstration project in Delaware, Elk, Indiana, Luzerne,
Mifflin, and Westmoreland counties with generous support from the
Neubauer Family Foundation, Henry L. Hillman Foundation, Richard King
Mellon Foundation, the Heinz Endowments, and PHEAA. As of January
1, 2018, all babies born or children adopted who are residents of those
counties became eligible for a $100 seed deposit in a Keystone Scholars
account established for their postsecondary education. Families have
until their child’s first birthday to claim the funds.1 By October 2019, with
still two months to go, more than 18% of eligible families had claimed.2
Figure 1 to the right describes the claim rate by county and overall.

Families could claim their Keystone Scholars
account by going to the Keystone Scholars
website, entering a unique claim code, and
creating an account.
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As a point of comparison, in Maine the claim
rate for an opt-in Child Development Account
with a $500 seed was 15.5% after its first year.
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Research shows that children with a savings account dedicated for their future education—even
if it has less than $500 in it—are more than three times as likely to enroll in postsecondary school
and four times as likely to graduate than children who do not have one.3 The Keystone Scholars
pilot demonstration project was designed to test implementation of this type of policy with the
goal of making it a statewide, universal, opt-out program, in keeping with best practices identified
by experts in the Child Development Account field.4 Thanks to state legislation passed in 2018,
that goal has been reached, with every baby born or child adopted by Pennsylvania residents now
receiving a Keystone Scholars account as of January 2019, unless their families opt out. Meanwhile,
the pilot demonstration project is nearing its end, and so far the results are remarkable.

Pennsylvania Treasury has worked with Dr. Robert Nathenson, a senior researcher at the American
Institutes for Research, and researchers at the University of Pennsylvania’s Consortium for Policy
Research in Education, to study the pilot and evaluate the impact it has had on recipient families.
In September 2019, Nathenson found that overall, families in pilot counties were twice as likely
to open a Pennsylvania 529 College and Career Savings Account (PA 529) as families in non-pilot
counties within the first year of their child’s life.5 This means that the $100 incentive was successful
in motivating Pennsylvania families to take the next step to begin actively saving for their children’s
future education. The doubling of account openings among pilot families is a statistically significant
finding that is attributable to receiving the $100 incentive and related outreach efforts from
Pennsylvania Treasury. The impact was visible across the board; as Figure 2 below shows, in every
pilot county the proportion of PA 529 account openings within a child’s first year of life increased.

The odds of opening an account increased the most in the more rural
counties, which had lower proportions of families saving prior to the
launch of the pilot.
Part of this is attributable to the strong work of Treasury’s community partners highlighting how
PA 529 accounts can be used for any postsecondary schooling, including career and technical
education, vocational training, and both 2- and 4-year colleges.

3 Elliott, W., Song, H-a, & Nam, I. (2013). Small-dollar children’s saving accounts and children's college outcomes by
income level. Children and Youth Services Review, 35 (2013), p. 560-571.
4 Sherraden, M., Clancy, M., & Beverly, S. (2018). “Taking Child Development Accounts to Scale: Ten Key Policy Design
Elements” (CSD Policy Brief No. 18-08). St. Louis, MO: Washington University, Center for Social Development.
https://csd.wustl.edu/18-08/

Based on a multivariate empirical model specification comparing pilot counties to non-pilot counties during the pilot
period (2018) to earlier years (2014-2017).
5
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In addition to doubling families’ PA 529 participation rate, the pilot
also increased the socioeconomic diversity of Pennsylvania 529
account holders.
Families who claimed the $100 incentive and families that went on to open a new 529 account
were from more diverse socioeconomic backgrounds than the existing PA 529 account-owning
population. For example, the pilot was successful in encouraging increased 529 account ownership
among low-income Pennsylvania mothers.
PA 529 ownership also increased after the pilot across a wide range of families, including for all
racial and ethnic groups, across varying levels of parental education, and for different levels of
income. As the program expands, PA Treasury aims to incentivize all Pennsylvanians to save,
inclusive of all race/ethnicities, income statuses, and education levels.
Figure 2.

Percentage of Families Opening a PA 529 Account in First Year
of Child’s Life, by County as of June 30, 2019

5%
4%

5.5%

5.4%

6%

4.4%
3.2%

3%

1.4%

2%

2.8%

2.5%
1.0%

2.2%

1.2%

1.8%

4.3%
2.2%

0.2%

1%
0%

Delaware

Elk

Indiana
2014-2017

Luzerne

Mifflin

Westmoreland

Total

2018

Behind the scenes, staff at Pennsylvania Treasury have worked to raise awareness about the
Keystone Scholars pilot, including conducting outreach to local governments, health systems, statewide associations, and community organizations.6 The results of the pilot, as well as results from
other states, show that program participation increases over time as information about the program
disseminates and becomes more familiar to the population. As the opt-in pilot comes to a close, and
the statewide universal opt-out program gets underway, Treasury is continuing to conduct outreach
and build partnerships with these entities and others to raise awareness among all Pennsylvania
families of their Keystone accounts and especially to encourage all to save—no matter what
amount—for their children’s future.

Our group of dedicated partners is continually growing. Please see www.pa529.com/keystone/ for a current list of pilot
partners.

6
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KEYSTONE SCHOLARS PROGRAM 2019 ANNUAL MARKETING OVERVIEW.
Keystone Scholars Annual Marketing Campaign. The Bureau planned and coordinated a marketing campaign
in 2019 to promote Keystone Scholars to new and expectant parents. Once Keystone Scholars became available
statewide in January 2019, overall marketing shifted to cover all of the Commonwealth. Direct mail was used as
the primary method of contacting families and was supported by digital advertising. Samples of Keystone Scholars
marketing pieces are included below.
Direct Mail Outreach. The Bureau mailed a letter to families eligible for Keystone Scholars as part of the 2018 pilot
and 2019 statewide Keystone Scholars program. The letter included instructions on how to access the account with
information provided by the Pennsylvania Department of Health. In 2019, more than 90,000 letters were mailed,
including to families of babies born in the final four months of 2018 and first eight months of 2019.

•
•

Pilot letters – 4,700 (approximate)
Statewide letters – 87,000 (approximate)

Families eligible for the Keystone Scholars demonstration project also received a follow-up postcard which was
mailed to households that had not yet claimed before the child’s first birthday. In 2019, more than 8,900 follow-up
postcards were mailed to households eligible for the pilot program.
Pilot postcards – 8,900 (approximate)

RETURN SERVICE REQUESTED

PENNSYLVANIA TREASURY DEPARTMENT
PO BOX 62220
HARRISBURG, PA 17106-9921

PRESORTED
STANDARD RATE
U.S. POSTAGE
PAID
PERMIT NO. 404
HARRISBURG, PA

Demonstrate your commitment
to your child’s future by claiming
your child’s $100 grant.
I will claim my child’s $100 grant on...
___________________ _____________
Day of the Week (Mon, Tue, etc.)
Date (December 31, 2019)
___________________
Time of Day (Before work, at lunch, etc.)

Parents of <<Lead First Name>> <<Lead Last
Name>>
<<Address 1>> <<Address 2>>
<<City>>, <<State>> <<ZIP>>

<<Presort>>

•
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Claim in just 3 easy steps:
1
❶ Go to PA529.com/Keystone before your child’s first birthday.
2
❶ Enter your child’s date of birth, zip

code*, and birth certificate file number
(located in the top corner of your
child’s birth certificate).
*Note: Please enter the zip code of the address used on
your child’s birth certificate.

State File Number: 000000-0000

3
❶ Create your online account and watch your child’s funds grow!
Your child is eligible for $100 from a program of the Pennsylvania Treasury Department called Keystone Scholars to be used
for qualified higher education expenses at most four−year colleges, community colleges, and many vocational schools.
Funds invested in your Keystone Scholars Account remain under the sole custody of the Pennsylvania Treasury Department (Treasury) until they are used for the purposes
of paying for qualified higher education expenses at an institution of higher education. A list of qualified higher education expenses may be found at www.pa529.com. These
funds will be invested in the Pennsylvania 529 Guaranteed Savings Plan (GSP). No additional funds may be contributed to your Keystone Scholars Account. To learn more or
to open a PA 529 GSP or PA 529 Investment Plan account, please visit us at www.pa529.com.
Eligibility for Keystone Scholars is based on the child’s date of birth:
• For children born to or adopted by a Pennsylvania family on or after January 1, 2019, the child must be a Pennsylvania resident at birth and at the time the Keystone
Scholars funds are used. The child must also be the Beneficiary of a PA 529 College and Career Savings Program Account other than the Keystone Scholars Account at
the time Keystone Scholars funds are used. If not used by the beneficiary’s 29th birthday, the funds will be returned to Treasury.
• For children born to or adopted by a Pennsylvania family between January 1, 2018, and December 31, 2018, the child must be a resident of Delaware, Elk, Indiana,
Luzerne, Mifflin, or Westmoreland county at birth and be a Pennsylvania resident at the time the Keystone Scholars funds are used. If not claimed by the beneficiary’s first
birthday or used by the beneficiary’s 29th birthday, the funds will be returned to Treasury.
PA529.com/keystone | 800-440-4000 | Believe in them. Invest in them. | Joe Torsella, State Treasurer

Join us online!

#PA529

|

@PATreasurer

Digital Campaign. The Bureau utilized a paid digital awareness campaign for Keystone Scholars which was not
exclusive to pilot counties. Digital tactics included promoted social media posts, online display advertisements and
promoted search results. In 2019, Keystone Scholars digital ads drove more than 150,000 users to the program’s
website.
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Earned Media Coverage. Keystone Scholars was the subject of several national and regional earned media stories
in 2019. Nationally, segments aired on PBS Newshour and CNBC (TV), as well as Upworthy (online). Keystone
Scholars was also featured on WNEP-TV (Northeast PA) and in the Allentown Morning Call (Lehigh Valley), and was
also profiled by NBC Nightly News in a segment filmed in 2019 which aired in February 2020. Links to select media
coverage are included below.

•
•
•
•

PBS Newshour (national): For these children, funding college is money in the bank.

•

WNEP (NEPA): Keystone Scholars Program Expands Statewide.

CNBC (national): Why Pennsylvania is giving $100 to every baby born or adopted in the state.
Upworthy (national): Pennsylvania is investing in its future by giving every newborn a $100 toward college.
Allentown Morning Call (Lehigh Valley): Having a baby this year? Your infant will get $100 for future higher
education.

Keystone Scholars Statistics. Through December 31, 2019, families of more than 11,000 babies have registered
for online access.

•
•

Pilot – 2,400 (approximate)
Statewide – 9,100 (approximate)

Keystone Scholars Institutional Outreach. In order to reach the greatest number of eligible families, the Bureau
conducts outreach directly to statewide, regional and local organizations including healthcare systems, daycare and
social service organizations, new and expectant parent groups, and state and local government agencies.
There has been significant interest on the part of health systems and other community service organizations to
spread the word on Keystone Scholars. At least 17 health system partners have been engaged in reaching 85,000
families with children aged 0-3 years with information about Keystone Scholars. Samples of partner outreach are
included below.
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Child Development Accounts at Scale:
Sample State Legislation
By Margaret M. Clancy, Michael Sherraden, and Sondra G. Beverly
Statewide Child Development Accounts (CDAs) provide assets and encourage
saving for postsecondary education through deposits into investment accounts.
The most rigorous policy test of CDAs, the SEED for Oklahoma Kids (SEED OK)
experiment, began in 2007. The CDA in this experiment models a universal (all
children are included), automatic policy (without action by a parent) offering
deposits at birth and progressive subsidies (directed to those most in need).1
Prior to Oklahoma’s selection as the state partner, the experiment
experiment was known
as the SEED Universal Policy Model and Research,
Research, or the “Universal Model,”
because of its goal to study thoroughly a CDA that is scalable in the form that it
is demonstrated, using a state-sponsored 529 plan as the financial platform.2
With evidence from SEED OK, the Center for Social Development (CSD)
identified 10 key elements for state CDA policies.3
Several states have adopted CDA policies, some by legislation and others
by administrative rule. Research results from SEED OK have informed all of
these statewide policies,
policies, and CSD has advised in all of these states. In 2018,
Pennsylvania became the first in the nation to enact legislation creating a
universal, automatic, opt-out CDA policy.4 The Pennsylvania Keystone Scholars
policy now automatically deposits $100 into a 529 plan account on behalf of
each of the approximately 140,000 state-resident children born each year. In the
spring of 2019, Nebraska unanimously passed CDA legislation for every resident
born on or after January 1, 2020. Illinois and California enacted their own
statewide CDA policies in the months that followed.
This spate of legislative activity signals encouraging policy momentum for CDAs
at scale. In this report, legislative language from four state policies illustrates
the design elements: Pennsylvania’s Keystone Scholars, Nebraska’s Meadowlark
Program, Illinois’s Higher Education Savings Program, and California’s Kids
Investment and Development Savings Program. Examples from other states
supplement the discussion. The report is intended to inform states interested in
enacting universal, automatic, statewide CDA legislation.

POLICY DESIGN ELEMENTS
FOR CDAS AT SCALE

UNIVERSAL
ELIGIBILITY

CENTRALIZED
SAVINGS PLAN

AUTOMATIC
ENROLLMENT

INVESTMENT
GROWTH
POTENTIAL

AT-BIRTH
START

TARGETED
INVESTMENT
OPTIONS

AUTOMATIC
INITIAL DEPOSIT

RESTRICTED
WITHDRAWALS

Policy Design Elements for CDAs at Scale
CSD’s 10 key design elements serve as the framework for designing CDAs
through state legislation. The legislation from the four states highlighted here—
Pennsylvania, Nebraska, Illinois, and California—models those elements. For
concision, this report presents select examples of legislative language.

AUTOMATIC
PROGRESSIVE
SUBSIDY

MEANS-TESTED
PUBLIC BENEFIT
EXCLUSIONS
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UNIVERSAL ELIGIBILITY
Universal eligibility means that every newborn is included—infants in families across the full socioeconomic
and geographic (rural and urban) spectrum. With universal eligibility, no state-resident baby is excluded.
The CDA policy also covers newly adopted children.

PENNSYLVANIA

72 Pa
Pa.. Stat
Stat.. § 312 (g) (2019)

“Eligible child” shall mean an individual born after December 31, 2018, who is:
(1) a resident of this Commonwealth at the time of birth and at the time that the grant for qualified
higher education expenses is applied for or received; or
(2) an adoptee in receipt of a valid decree of adoption under 23 Pa.C.S. § 2902 (relating to requirements
and form of decree of adoption), whose adopting parent or parents were residents of this
Commonwealth at the time the decree of adoption was entered and who is a resident at the time that the
grant for qualified higher education expenses is applied for or received.
CALIFORNIA

Cal. Education Code § 69996.3(a) (2019)

Each child born on or after July 1, 2020, who is a California resident at the time of birth is eligible for
the program.
ILLINOIS

15 Ill. Comp. Stat. 101-0466 / 16.8(a) (2019)

“Eligible child” means a child born or adopted after December 31, 2020, to a parent who is a resident
of Illinois at the time of the birth or adoption, as evidenced by documentation received by the
Treasurer from the Department of Revenue, the Department of Public Health, or another State or
local government agency.

AUTOMATIC ENROLLMENT
Automatic enrollment means that all children automatically benefit and that parents are not required to
act. With “opt-out” (automatic) enrollment, every state-resident newborn is included, and parents have the
option to elect for their children not to participate.
In Maine, parents may opt out of receiving communications from the statewide CDA, but children retain their
$500 Alfond Grant even if parents choose not to receive communications.5
With nonautomatic enrollment (which requires parents to opt in), many disadvantaged families will be
left out of CDAs.6

2
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AUTOMATIC ENROLLMENT
NEBRASKA

Neb. Rev. Stat.
Stat. § 85-2804 (3) (2019)

Following receipt of the information described in subsection (2) of this section, the State Treasurer
shall send a notification explaining the Meadowlark Program to the parent or legal guardian of
each qualified individual. The State Treasurer shall provide such parent or legal guardian with the
opportunity to exclude his or her child from the program. Any child who is not excluded shall be deemed
to be enrolled in the program [emphasis added].
PENNSYLVANIA

72 Pa
Pa.. Stat. § 312(a—b) (2019)

Keystone Scholars Grant Program.--(a) The department shall establish a grant program as part of
the Tuition Account Guaranteed Savings Program Fund established under section 306 of the Tuition
Account Programs and College Savings Bond Act to be known as the Keystone Scholars Grant Program.
The purpose of the program shall be to promote access to postsecondary educational opportunities
for each eligible child.
(b) The following apply:
(1) No later than ninety days following the birth of an eligible child, the Department of Health shall
transmit information and record data to the department necessary to administer the program and
establish the eligibility of each child born after December 31, 2018. Information under this subsection
shall include, but not be limited to, record data such as the full name and residential address of the
child’s parent or legal guardian and birth date of the child.
(2) Following receipt of the information under paragraph (1), the department shall notify each parent
or guardian of each eligible child about the program.
(3) The department shall provide an opportunity to be excluded from the program.
(4) The department shall ensure the security and confidentiality of the information and record data
provided under paragraph (1).

AT-BIRTH START
At-birth start means that an account is opened at or shortly after a child’s birth. Opening an account early
maximizes time for assets to grow and, during the critical early childhood years, has the potential to change
parent attitudes and behaviors regarding their children’s future.
State birth records provide the only single, centralized source of information on all newborns. Data
transferred from the state department that keeps such records can include the full name and residential
address of each child’s parent or legal guardian, the name and birth date of the child, the race and
education level of the child’s mother and father, whether the mother receives public benefits, contact
information (including email), and other vital information. Legislation can authorize such data sharing
between departments that hold those data.
States can open at-birth CDAs without the Social Security numbers (SSNs) of the newborns if the program
contributions and earnings for these beneficiaries are owned by the state or another entity—typically, in a
single, omnibus (or master), 529 plan account.7
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AT-BIRTH START
NEBRASKA

Neb. Rev. Stat.
Stat. § 85-2804 (2) (2019)

Any qualified individual shall be eligible to participate in the Meadowlark Program. No later than
March 1 of each year, the Department of Health and Human Services shall transmit information to the
State Treasurer which is necessary to administer the program and to establish whether the children
born in the previous calendar year are qualified individuals. Such information shall include, but not
be limited to, the full name and residential address of each child’s parent or legal guardian and the
birthdate of each child. Costs associated with the transfer of information by the Department of Health
and Human Services shall be paid from the College Savings Plan Expense Fund.
PENNSYLVANIA

72 Pa
Pa.. Stat. § 312 (b) (1) (2019)

No later than ninety days following the birth of an eligible child [emphasis added], the Department
of Health shall transmit information and record data to the department necessary to administer the
program and establish the eligibility of each child born after December 31, 2018. Information under
this subsection shall include, but not be limited to, record data such as the full name and residential
address of the child’s parent or legal guardian and birth date of the child.

AUTOMATIC INITIAL DEPOSIT
Automatic initial deposit means that an account is automatically seeded with assets for each child.8 A
substantial initial deposit (e.g., $500 to $1,000) may shape education-related attitudes and behaviors
from the beginning.9 These deposits enable financially vulnerable children to accumulate assets despite
limited household income.10 Because of budget constraints, some statewide CDAs begin with a deposit
of $100 and one provides $500.11 If CDAs are funded with automatic, sizable, initial deposits when
children are very young, the accounts may accumulate meaningful assets over time, even if their families
cannot save.

PENNSYLVANIA

72 Pa
Pa.. Stat. § 312 (c) (4) (2019)

To an eligible child for whom a Tuition Account Program Contract [with Pennsylvania 529 College
and Career Savings Program, or PA 529] has been entered into, and upon application and the
submission of documentation necessary to establish the child’s eligibility and enrollment as a
student at an eligible educational institution, the department shall provide a scholarship grant
in the amount of one hundred dollars ($100) [emphasis added], plus such investment earnings
attributed to the initial grant amount since the birth date of the eligible child as calculated by the
department, for qualified higher education expenses associated with attendance at an eligible
educational institution.
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AUTOMATIC PROGRESSIVE SUBSIDY
Automatic progressive subsidy means that deposits and incentives are structured to direct more funds to
children most in need. Some CDAs offer savings matches, but resource constraints in the lowest income
households make it very difficult for them to receive this incentive.12 This underscores the need to supplement
initial deposits with other, progressively structured subsidies that are not tied to family deposits.13
By targeting extra deposits and incentives to children from low-income families, state policy can boost asset
accumulation for financially vulnerable children. Making these subsidies automatic ensures that all eligible
children receive them. In Pennsylvania, the Department of Health transmits information that indicates
whether the mother receives the Special Supplemental Nutrition Program for Women, Infants, and Children
(WIC) benefit. This status indicator can facilitate a future progressive subsidy targeted to low-income
children statewide or in specific communities.14
PENNSYLVANIA

72 Pa
Pa.. Stat
Stat.. § 312(d)(2) (2019)

Subject to the availability of money from contributions made under subsection (e), the State Treasurer
may establish financial incentives, such as school attendance, for additional grants for an eligible child
[emphasis added] with an established Guaranteed Savings Plan Account under section 309 of the
Tuition Account Programs and College Savings Bond Act.
CALIFORNIA

Cal.. Education
Cal
Education Code § 69996.3(d, h) (2019)

(d) the board may periodically inform a child’s parent or legal guardian of the balance of a KIDS
account, including earnings designated for the child, information on how the parent or legal guardian
may establish a separate account pursuant to Article 19 (commencing with section 69980), and
information on contribution matching opportunities provided pursuant to that article.
(h) subject to available money in the fund, the board may provide additional incentives from the fund
for children participating in the program, including, but not limited to, incentives targeting low-income
households [emphasis added].

CENTRALIZED SAVINGS PLAN
Centralized savings plan means that all CDAs issued through a state policy operate within the same
financial platform. Forty-nine of the 50 states operate a 529 college savings plan,15 and all that have
statewide CDAs use their 529 plans as the financial structure. The use of the state 529 plan for all children
in the CDA facilitates statewide partnerships, efficiency, and economy of scale. State and state-contracted
organizations are responsible for accounting, recordkeeping, and investing assets.16
ILLINOIS

15 Ill. Comp. Stat. 101-0466 / 16.8(a) (2019)

“College savings account” means a 529 plan account established under Section 16.5.
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CENTRALIZED SAVINGS PLAN (continued
( continued))
CALIFORNIA

Cal.. Education Code § 69996.2(a) (2019)
Cal

“Account” means a Scholarshare 529 account established pursuant to this article under Article 19
(commencing with Section 69980).

INVESTMENT GROWTH POTENTIAL
Investment growth potential means that assets held in statewide CDAs have the potential for market growth
and investment earnings. All states with CDA policies hold deposits in investments. Market appreciation
can substantially increase the amount set aside for a child over time, especially if deposits are made when
the child is very young. In SEED OK, for example, the $1,000 initial deposit invested in the Oklahoma 529
College Savings Plan in 2007 grew to $1,669 by September 30, 2017, despite falling to a low of $700 during
the Great Recession.17
CALIFORNIA

Cal
al.. Education Code § 69996.3(g) (2019)

Upon receiving documentation of a child’s enrollment as a student at an institution of higher
education, the board shall make a payment to that institution in the amount of the seed deposit
designated for the child pursuant to subdivision (f), plus any investment earnings attributed to that
amount since the date of that deposit as calculated by the board, for qualified higher education
expenses associated with the child’s attendance at that institution.
PENNSYLVANIA

72 Pa
Pa.. Stat. § 312 (c) (4) (2019)

To an eligible child for whom a Tuition Account Program Contract has been entered into, and upon
application and the submission of documentation necessary to establish the child’s eligibility and
enrollment as a student at an eligible educational institution, the department shall provide a scholarship
grant in the amount of one hundred dollars ($100), plus such investment earnings attributed to the initial
grant amount since the birth date of the eligible child [emphasis added] as calculated by the department,
for qualified higher education expenses associated with attendance at an eligible educational institution.

TARGETED INVESTMENT OPTIONS
Targeted investment options means that the investment options available through the CDA program are
targeted to the needs of families investing for postsecondary education. Age-based funds, for example, are
tailored to the beneficiary’s age, change over time, and become increasingly conservative as the beneficiary
nears college age.18 They provide a “set-it-and-forget-it” feature for the CDA deposits.
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TARGETED INVESTMENT OPTIONS
No state legislation specifies the investment for program deposits
States typically select an age-based fund as the program investment for the CDA, though it is not
necessary and perhaps undesirable to legislate this element. Because 529 plan investments may
change in the future and amendment can be time consuming, it does not make sense to legislate a
specific investment fund for the CDA program deposits For example, statewide CDAs in Maine, Nevada,
and Rhode Island, hold initial deposits in a master account and invest the assets in age-based funds.

Also, for families saving in their own 529 account, an age-based option simplifies fund selection and
removes investment decisions over the long term. Of note, when families open and own their own 529
account, they control their savings, so they may (1) choose an investment that is more or less aggressive
than the state-selected option (such as one that preserves the principal), (2) withdraw savings easily for
personal or financial reasons, and (3) benefit from a state tax deduction.19

RESTRICTED WITHDRAWALS
Restricted withdrawals refers to limits on how and when the assets may be used. All state CDA policies
restrict access to program contributions and the associated investment earnings, requiring beneficiaries
to use the funds for postsecondary education. Restricting program deposits for postsecondary education
makes the goal of college more salient.20
Restricting the use of assets may shape how families view the assets and promote future workforce
development. Postsecondary education may seem an attainable goal because the assets are set beyond
easy reach,21 and the assets may influence family life in other ways.
State CDA policies impose additional restrictions such as requiring that the CDA be used by a certain age.
The age specified in statewide CDA legislation ranges from 26 to 30. States typically allow the funds and
the associated earnings to be used for any qualified postsecondary educational institution, including trade
schools, colleges, and universities inside or outside of the state.22 When students are ready to use the money,
initial deposits (and earnings) will be sent directly to an accredited college, university, or vocational school.23
Funds are returned to the program if not accessed before the beneficiary reaches the specified age.

ILLINOIS

15 Ill. Comp. Stat. 101-0466 / 16.8(a) (2019)

“Eligible educational institution” means institutions that are described in Section 1001 of the federal Higher
Education Act of 1965 that are eligible to participate in Department of Education student aid programs.
PENNSYLVANIA

72 Pa
Pa.. Stat
Stat.. § 312(c)(1) (2019)

The Keystone Scholars Grant Program Account is established as a separate account within the Tuition
Account Guaranteed Savings Program Fund. Money contained in this account shall be for the exclusive
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RESTRICTED WITHDRAWALS
PENNSYLVANIA (continued)
purpose of providing scholarship grants to eligible children to pay for qualified higher education
expenses associated with the attendance at an eligible educational institution.
NEBRASKA
Neb. Rev. Stat. § 85-2804 (6) (2019)
Any disbursement from an account opened under the Meadowlark Program shall be made before the
qualified individual reaches thirty years of age. Once a qualified individual reaches thirty years of age,
any unused funds in his or her account shall be transferred to the Meadowlark Endowment Fund.

MEANS-TESTED PUBLIC BENEFIT EXCLUSIONS
Means-tested public benefit exclusions refers to policy provisions that exclude assets in CDAs from means
tests used to determine eligibility for public benefits. Many public benefit programs impose such tests, and
applicants are eligible for benefits only if their income and assets are below specified thresholds. Some
types of assets, such as savings in 529 plans, may be excluded from those tests.
Program Deposits. In statewide CDA policies, initial deposits and associated earnings are held and owned by
the state or state 529 plan, not the child’s family, so they do not affect a family’s eligibility for public benefits.24
ILLINOIS

15 Ill. Comp. Stat. 101-0466 / 16.8(d) (2019)

The State Treasurer shall make a deposit into an omnibus account of the Fund on behalf of each
eligible child. The State Treasurer shall be the owner of the omnibus accounts [emphasis added].
NEBRASKA

Neb. Rev. Stat. § 85-2804 (5) (2019)

The Nebraska educational savings plan trust [emphasis added] shall own all accounts opened under
the Meadowlark Program. Neither the qualified individual nor his or her parent or legal guardian shall
have any ownership rights or interest in, title to, or power or control over such an account.

Personal Deposits. CDA policies and 529 plans encourage families to save their own money, offering
incentives for them to do so.25 Those savings can be subject to means tests and can affect program
eligibility. Yet, assets held in 529 plans do not count toward the asset limit for Supplemental Nutrition
Assistance Program (also known as SNAP). And at least eight states have abolished Temporary
Assistance for Needy Families (TANF) asset limits. Finally, at least 15 states (and the District of Columbia),
specifically exclude 529 savings from asset limits for the TANF program.26
One model for state legislation is in Oklahoma. Effective November 2008 and with unanimous approval by the
state Senate and House of Representatives, money in Oklahoma 529 accounts is no longer included as a resource
in determining eligibility for TANF, SNAP, or the Low-Income Home Energy Assistance Program (LIHEAP).27
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MEANS-TESTED PUBLIC BENEFIT EXCLUSIONS: PERSONAL DEPOSITS
OKLAHOMA

Okla. Stat. 56, § 4000 (2019)

An Oklahoma College Savings Plan account shall be exempt for purposes of determining eligibility for
public assistance, provided that the federal rules for these programs permit such an exemption.

Looking Ahead
States require educated workforces in order to thrive and attract new business in the twenty-first century
economy, but the rising costs of college and trade school leave many families deep in debt.28 For others,
high cost is a lock on the door to higher education. CDAs offer a relatively low-cost investment in the future
workforce, an investment with the potential to improve parenting, children’s development, academic
achievement, financial well-being, and future expectations.29
A statewide CDA policy does more than develop assets for children’s postsecondary education.
Experimental evidence from the first two waves of SEED OK demonstrates multiple positive impacts of
universal, automatic, and progressive CDAs on families and children. As intended, CDAs substantially
increase asset building for postsecondary education. In addition, they improve the social development of
young children, and the mental outlook, parenting practices, and educational expectations of mothers.
Positive effects are often greater for low-income and disadvantaged families. For example, the effects of
the SEED OK CDA on positive parenting practices and maternal depression were greater for families that
participated in TANF or Head Start than for families that did not.30
Numerous partners are required to administer a statewide policy, and state agencies provide leadership
in fostering those collaborations. State agencies can coordinate to share the required birth record data for
automatic enrollment and to identify financially vulnerable families eligible for progressively structured
subsidies such as automatic milestone deposits. States can work with philanthropies and nonprofit
organizations to raise funds for incentive payments and related activities.31 As the legislation in Nebraska,
Illinois, and Pennsylvania suggests,32 statewide CDAs, local municipalities, and partnering social service
organizations, in combination, are positioned to build assets for all children. Specifically, combining
statewide CDAs with social services may greatly benefit financially vulnerable families.33 These key
partnerships allow states to succeed in ways that otherwise would not be possible.
Delivering CDAs at scale—to all newborns in families across the full economic socioeconomic and geographic
(rural and urban) spectrum—and in a financially sustainable way requires a sound policy structure. This report
illustrates essential and now well-established design elements of state CDA legislation to create such policy.
The states have shown that fully inclusive and sustainable CDAs can be put in place. The examples of state
policy in this paper specify CDA legislative strategies. As so often happens in state-level policy making, states
learn from each other. We hope that this report will facilitate and inform that process.

Notes
1. See Beverly, Kim, Sherraden, Nam, and Clancy (2015), and Nam, Kim, Clancy, Zager, and Sherraden
(2013). In SEED OK, the sampling frame consisted of birth records for all children born in Oklahoma
during certain periods in 2007, and the CDA in SEED OK was the first in the United States to model all of
the design elements identified in this report.
2. Oklahoma was selected through a 2005 competitive request for proposal (Sherraden & Clancy, 2005).
In 2001, CSD first proposed 529 plans as the financial platform for CDAs, with the intention that they
would eventually operate in a cost-effective manner and serve millions of people (Clancy, 2001).
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3. Clancy and Beverly (2017b) provide the rationale for each of the 10 design elements.
4. For an explanation of opt-out policy, see the discussion on automatic enrollment.
5. The communications aim to increase children’s and families’ aspirations, boost parental engagement,
improve college readiness, and encourage family contributions to their own 529 account for the child.
See Clancy and Sherraden (2014), as well as https://www.myalfondgrant.org/
https://www.myalfondgrant.org/..
6. If parents are required to initiate enrollment, participation rates will be much lower and the policy’s
reach will fall short of universality (Clancy & Sherraden, 2014).
7. See 26 U.S.C. § 529(e) and Clancy and Sherraden (2014, n7). In Pennsylvania, “scholarship grants” for all
state newborns are held in the Keystone Scholars Grant Program Account, along with investment earnings
from those grants (72
(72 Pa. Stat. § 312 (c) (2019)).
(2019)). In California, the state’s contribution for a child is to be
held in a designated subaccount within a ScholarShare 529 college savings account (Cal.
(Cal. Education
Code § 69996.3(f) (2019)).
(2019)). An SSN will be required when the child is ready to make a withdrawal for
postsecondary education. Also, an SSN or, in some 529 plans, an Individual Taxpayer Identification Number
(ITIN) is required for the family to open and own a separate 529 account for the child.
8. Funding sources for statewide CDAs vary. For example, Nebraska’s Meadowlark Program effectively
creates an endowment to be funded equally through private contributions and state sources (the College
Savings Plan Expense Fund or the Unclaimed Property Escheat Fund) (Neb.
(Neb. Rev. Stat. § 85-2803(2) (2019)
(2019)).
).
Pennsylvania’s Keystone Scholars grants are funded by philanthropic resources and the surplus of the PA 529
Guaranteed Savings Plan Fund in the state’s existing college savings program (72
(72 Pa. Stat. § 312(c)(2) (2019)).
(2019)).
Neither policy draws upon general revenue sources. CDA deposits in Maine are funded by the Harold Alfond
Foundation, and in Nevada and Rhode Island by 529 program managers (Clancy & Beverly, 2017b).
9. In SEED OK, a $1,000 initial deposit was invested for all treatment children. See Sherraden et al. (2015)
and Huang, Nam, Sherraden, and Clancy (2019) for summaries of empirical evidence of the effects of
CDAs on early social-emotional development, parents’ expectations for their children’s education,
maternal depressive symptoms, and parenting practices.
10. See Huang, Beverly, Kim, Clancy, and Sherraden (2019a).
11. For example, the statewide CDAs in Connecticut, Pennsylvania, and Rhode Island make an initial
deposit of $100; the grant is $500 in Maine (Clancy & Beverly, 2017b). The legislation in several states
authorizes administrators to accept private contributions for CDA deposits and incentive payments.
For example, Nebraska’s Meadowlark Act gives this authority to the state treasurer (Neb.
(Neb. Rev. Stat.
§ 85-2803 (2) (2019)).
(2019)).
12. Beverly, Clancy, Huang, and Sherraden (2015).
13. Wave 3 of SEED OK research models an automatic, progressive financial intervention. In early 2019,
SEED OK deposited funds into the state-owned accounts of half of the treatment children: All received
$200, and disadvantaged children received an additional $400. This early 2019 deposit is more
progressive than the savings match that SEED OK offered to low-income treatment mothers after they
completed the Wave 1 survey. Disadvantaged families received additional deposits only if they saved.
As Clancy, Sherraden, and Beverly note, “The SEED OK Wave 3 deposit augments the college savings of
the lowest income families, not just ‘savers’” (2019, p. 3).
14. For more, see the policy brief on integrating local services and statewide CDAs to maximize partner
strengths and improve families’ financial well-being (Clancy, Sherraden, Huang, Beverly, & Kim, 2019).
15. Wyoming is the only state that does not operate a 529 plan (Savingforcollege.com, n.d.).
16. See Clancy et al. (2019).
17. Clancy and Beverly (2017a). The SEED OK investment was initially placed in the Oklahoma 529 College
Savings Plan’s Balanced Option and is now held in the Moderate Age-based Option.
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18. See Clancy and Beverly (2017b) for a discussion of targeted investment options and examples from the
CDA programs in Maine, Nevada, Rhode Island, and elsewhere.
19. For a discussion of this feature, see Clancy and Beverly (2017a, p. 2).
20. For perspectives on the salience of college in families with CDAs, see Gray, Clancy, M. S. Sherraden,
Wagner, and Miller-Cribbs (2012). For findings concerning the effects of CDAs on parents’ expectations
for their children’s education, see Kim, Huang, Sherraden, and Clancy (2018), and Kim, Sherraden,
Huang, and Clancy (2015).
21. This section refers to state or program funds. When families open and own their own 529 account, any
nonqualified withdrawals (for purposes other than qualified higher education expenses) of untaxed
earnings are subject to federal and state taxes and a 10% federal tax.
22. Nebraska requires that funds contributed by the state, and any earnings, be used for a college, trade
school, or other postsecondary education in Nebraska (Neb.
(Neb. Rev. Stat. § 85-2804 (7) (2019)).
(2019)). Individuals
seeking access to funds reserved for them in Illinois and Pennsylvania must be residents of those states at
the time of withdrawal (15
(15 Ill. Comp. Stat. 101-0466 / 16.8(d) (2019);
(2019); 72 Pa. Stat. § 312(g)(1) (2019)).
(2019)).
23. See Clancy and Beverly (2017b), especially Table 4.
24. Like Illinois, Nebraska, Pennsylvania, and California respectively have a single, omnibus account
structure (e.g., Cal. Education Code § 69996.3(f) (2019)).
(2019)). Thus, program contributions and earnings are
not subject to means testing when families apply for public benefits.
25. In California, for example, the legislation directs the state to tell parents how to open their own 529
account and how to access savings matches. It authorizes additional seed funding for a child if the
parent/guardian opens a separate account (Cal.
(Cal. Education Code § 69996.3(b, f) (2019)).
(2019)). Contributions
to 529 accounts are tax deductible in many states, and the earnings are not subject to state or federal
tax if used for qualified education expenses (Clancy & Beverly, 2017b; Savingforcollege.com, 2018).
26. In response to research indicating that asset limits discourage low-income families from saving, the federal
government required states to abolish asset limits for Medicaid and the Children’s Health Insurance Program
(also known as CHIP) and to exclude 529 plan assets when determining eligibility for SNAP. States create
their own rules for certain other means tests. As of 2017, Alabama, Colorado, Hawaii, Illinois, Louisiana,
Maryland, Ohio, and Virginia had abolished asset limits altogether (Beverly & Clancy, 2017). For example,
Pennsylvania state law explicitly excludes PA 529 accounts from asset testing for the TANF program (55
(55 Pa.
Code §177.21 (a)(12)).
(a)(12)). In California, eligibility standards for CalWORKS (the state’s TANF program) exclude
assets in 529 accounts (Cal.
(Cal. Welfare and Institutions Code § 11155.6 (2019); California Department of
Social Services, 2015, 2019, p. 178). States have no power to change asset limits for the Supplemental
Security Income program because it is funded and administered solely by the federal government.
27. The policy work in Oklahoma is detailed in Mason, Clancy, and Lo (2008). Speaking in support of the
proposed legislation at the time, the lead sponsor called the asset limits “penny wise and pound
foolish” (Beverly & Clancy, 2017, n22).
28. The cost of postsecondary education continues to rise, and total, outstanding student debt comes to
approximately $1.5 trillion. For a summary of trends, see College Board (2018) and Haughwout, Lee,
Scally, and Van der Klaauw (2019).
29. See Beverly, Clancy, and Sherraden (2016); Huang, Beverly, Kim, Clancy, and Sherraden (2019a); Huang,
Kim, Sherraden, and Clancy (2017); Huang, Sherraden, Kim, and Clancy (2014); Huang, Sherraden, and
Purnell (2014); Kim, Huang, Sherraden, and Clancy (2018), and Kim, Sherraden, Huang, and Clancy
(2015); Nam et al. (2013).
30. Huang, Beverly, Kim, Clancy, and Sherraden (2019a). For a summary of findings, see the companion
brief on CDAs in financially vulnerable families (Huang, Beverly, et al., 2019b).
31. In fact, the legislation in all four states authorizes programs to accept private contributions (Cal.
(Cal.
Education Code § 69996.6(b)(1) (2019);
(2019); Neb. Rev. Stat. §§ 85-2803 (2) (2019);
(2019); 15 Ill. Comp. Stat. 101-0466 /
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16.8(f, g) (2019);
(2019); 72 Pa. Stat. § 312(e) (2019)), and all states seek to initiate or strengthen existing municipal
and nonprofit partnerships to integrate services and expand benefits for their state residents.
32. See Neb. Rev. Stat. §§ 85-2802(5)
85-2802(5),, 85-2803(2) (2019); 15 Ill. Comp. Stat. 101-0466 / 16.8(g) (2019);
(2019); 72 Pa.
Stat. § 312(e) (2019).
33. Sherraden, Clancy, and Beverly (2018) and Clancy et al. (2019).
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