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ARIZONA COMMISSION FOR POSTSECONDARY EDUCATION

Arizona Family College Savings Program (AFCSP)

Educating and assisting Arizona families to financially prepare for postsecondary education by providing quality college savings choices.

2016 Annual Report
Introduction

The sixteen Commissioners, fourteen of whom are appointed by the Governor, of the
Arizona Commission for Postsecondary Education (ACPE) initiated a strategic planning
process to direct the work of the Commission. They began the process by examining
the ACPE statutes and ended in identifying a mission to expand access and increase
success in postsecondary education for Arizonans.

Three goals were named to achieve this mission: (1) maximize student financial
assistance available and support efforts to restore and increase student aid, (2) provide
support from knowledgeable professionals and accurate and timely information to help
students and families take the steps to enroll, finance, and succeed in postsecondary
education, and (3) provide a forum where all sectors of postsecondary education
dialogue, partner, and problem solve issues of mutual interest.

Goals 1 and 2 reflect the Commission’s core responsibility of assisting families achieve
a postsecondary education by educating Arizonans about and offering well-managed
student financial assistance programs. By statute the Commission is charged with the
administration of state and federal student grants and loan programs and administration
of the Arizona Family College Savings Program (AFCSP).

The Commissioners also serve as Trustees for the Arizona Family College Savings
Program (AFCSP) or 529 plan. At the recommendation of the AFCSP Oversight
Committee, the Commissioners identified a mission for the Arizona 529 Plan of
educating and assisting Arizona families financially prepare for postsecondary
education by providing quality college savings choices. This annual report describes
the results of the Arizona Family College Savings Program for 2016 and the ways the
Program was enhanced by the AFCSP Oversight Committee, the three contracted
program managers, the Commissioners, and the staff.

The report is separated into three sections. First is an overview of the Arizona Family
College Savings Program. This is followed by the AFCSP operational report for 2016.
The third section presents details about each of the three contracted program managers
including corporate profiles, investment options, investment performance and fee
structures.
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I. Overview of the Arizona Family College Savings Program

The Arizona Commission for Postsecondary Education administers the Arizona Family
College Savings Program (AFCSP). In 1997, the AFCSP was established as Arizona’s
gualified tuition program under section 529 of the Internal Revenue Code (also referred
to as a QTP or Qualified Tuition Program) and began accepting accounts in 1999. In
2004, State legislation established the Family College Savings Program Trust Fund as a
public instrumentality of the State of Arizona, of which the Arizona Commission for
Postsecondary Education acts as its sole trustee. All AFCSP accounts are held in trust
for its participants and beneficiaries. The AFCSP was established as a multiple
provider program, ensuring a variety of investment choices for diverse investment
needs and risk tolerances of families saving for college.

A state-sponsored 529 plan is a tax-advantaged program intended to help individuals
and families pay the cost of higher education. The AFCSP is designed to encourage
savings by allowing 529 plan earnings to grow tax-deferred and distributions to be
withdrawn tax-free if used for qualified higher education expenses. Qualified expenses
include tuition and fees, books, supplies and equipment, room and board, and
education related purchases of computer equipment, software or internet access.
Beneficiaries may attend any U.S. Department of Education accredited public or private
college/university, community college, or proprietary vocational, career, or technical
postsecondary education institution in the United States as well as eligible foreign
institutions.

Section 529 plans, including the Arizona Family College Savings Program, offer tax
benefits to families. In 2006, the Pension Protection Act made permanent the 529 plan
provisions allowing federal income tax-free withdrawals from 529 College Savings Plans
for qualified higher education expenses. An additional tax benefit was added on
January 1, 2008, when a state income tax deduction was provided to Arizona residents
for up to $750 for individual filers or head of household and $1,500 per married couple
for annual contributions made to a 529 plan. This incentive was set to expire on
December 30, 2012 when the State Legislature extended the tax incentive into
perpetuity. Further legislative action more than doubled this tax incentive, increasing
the tax deduction for Arizona tax payers contributing funds to a 529 plan of up to $4,000
for married joint-tax filers and up to $2,000 for individual tax filers, effective January 1,
2013. The goal of the tax incentive is to encourage more Arizona families to participate
in college savings. While eighty percent of all student financial aid is provided by the
federal government and focused on low-income students, the 529 program offers an
important vehicle to save for college expenses and reduce student loan debt for middle-
income families.

Two groups comprised largely of Governor-appointed members serve to direct the
Arizona Family College Savings Program. First, Commissioners of the Arizona
Commission for Postsecondary Education also serve as Trustee for the Arizona Family
College Savings Program. They are representative of all sectors of postsecondary
education and its constituencies. A membership roster follows on the next page.
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Executive Director
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Brian Capistran *
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University of Arizona
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* Governor Appointed

The second group, the AFCSP Oversight Committee, as defined by statute, comprises

10 members with financial, tax, and legal expertise.

The main responsibility of the

Oversight Committee is to make recommendations to the ACPE, the AFCSP Trustee,
regarding selection of providers and to review and advise regarding investment,
operational and oversight procedures. The Oversight Committee has identified the

following goals:

1) Provide flexible and affordable college savings options
2) Solicit and recommend appropriate financial institutions
3) Undertake a rigorous annual review of providers

4) Monitor compliance with all regulatory bodies

5) Provide timely communication to the State of Arizona
6) Initiate strategic partnerships to enhance the Program
7) Create a fair and responsive operating environment for financial

institutions

8) Recruit, educate, and inspire new Oversight Committee members

A roster of the AFCSP Oversight Committee follows this section.
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Arizona Family College Savings Program Oversight Committee Members

Roger D. Curley * Jeffrey Ratje * Jim Van Houten *, CFP
Chairman University of Arizona Retired
Curley & Allison LLP

Michael Rooney * David Walser, CPA,
Henry DeSpain * Sacks Tierney, PA PES
MGKS (By Position)

Mark P. Stein *, CFP Grant Thornton, LLP
Jeff DeWit (By Position) Galvin, Gaustad and AZ Private
Arizona State Treasurer Stein, LLC Postsecondary Board

State Treasurer’s Office
Sally A. Taylor *, CPA,

Hope Leibsohn * CFP, PFS
Sherman & Howard, Keats Connelly & + Governor Appointed
LLC Associates, LLC

In 1999, two financial institutions served as depositories and managers of the AFCSP.
By 2003, a total of four financial institutions had been approved by the ACPE as AFCSP
providers — College Savings Bank, Securities Management and Research (SM&R),
Pacific Life and Waddell & Reed. Fidelity Investments joined the Program as the fifth
AFCSP provider in June 2005.

The AFCSP Oversight Committee meets bi-monthly to review investment modification
and operational procedure requests from providers and staff and also undertakes an
extensive annual review of each provider. This rigorous annual review entails both a
written report and an in-person presentation and interview process. Each provider is
evaluated on its success in meeting contract identified outcomes. In 2006, this review
culminated in a recommendation to the ACPE of the non-renewal of the management
contracts of SM&R and Pacific Life.

Transition of accounts from the non-renewed providers was completed in the fall of
2007. The SM&R accounts were converted to Waddell & Reed Financial Services on
September 28, 2007 and the Pacific Life, accounts were converted to Fidelity
Investments on October 31, 2007. As a result, the AFCSP currently offers an array of
investment choices through two direct-sold providers and one advisor-sold provider.
The AFCSP investment options provide participants choices to meet a wide variety of
investment styles and risk tolerances.
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AFCSP Investment Offerings®

College Savings Bank (direct-sold, FDIC-insured)

Fixed Rate CD: fixed rate CD with principle and interest guaranteed

CollegeSure Honors high yield interest rate tied to the College Board'’s

Savings Account:? Independent College 500 Index (IC500); tax-advantaged
savings account; no fees, no penalties, no fixed term

CollegeSure CD:? variable rate CD indexed to college costs

InvestorSure CD:* variable rate CD indexed to the Standard & Poor’s 500

Composite Index

Fidelity Investments (direct-sold)

Three Age-Based Portfolio fund types: Fidelity Funds, Fidelity Index Funds, and Multi-
Firm Funds

Six Static Portfolios: Conservative, Moderate Growth or Aggressive Growth choices in
either Fidelity Funds or Fidelity Index Funds

Five Individual Fund Portfolios: options include a mix of equity, fixed income, and money
market

Bank Deposit Portfolio: an FDIC-insured interest bearing account

Ivy InvestEd 529 Plan: Waddell & Reed (advisor-sold)

Three Age-Based Portfolios customized based on college time horizon

Three Static Portfolio options in which investor selects risk level: conservative,
moderate or aggressive

Sixteen Individual Fund Portfolios including domestic and international equity funds,
specialty funds and fixed income funds

! Details of individual offerings can be found at www.az529.gov

2 CollegeSure Honors Savings Account combined previous Accumulator, Savings, and Honors
Savings accounts into one savings account type effective 10/21/2016.

% CollegeSure CD no longer issued effective 10/21/2016 due to product line simplification.

“ InvestorSure CD no longer issued effective 8/2/2016 due to product line simplification.
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.  AFCSP 2016 Operational Report
A. Overall AFCSP Results

Important measures of success for the Arizona 529 Plan include (1) the number of
families opening accounts for prospective students and (2) the amount of funds families
are saving and growing in preparation for college expenses. With the exception of the
deep recession of 2008, the Arizona Family College Savings Program overall has
realized significant growth in both the number of accounts and the total assets under
management since its launch in 1999. This growth is driven by Arizona residents and
non-residents who recognize the importance of preparing financially for the increasing
cost of tuition as well as by the quality of the plan.

The ACPE recognizes that informed consumers make better financial decisions. As
such, in 2012 the agency began an on-going campaign to increase public awareness
regarding the importance of saving for college. The AFCSP public awareness
campaign consists of informational public events, enhanced social media and an
enriched web presence promoting the Arizona 529 Plan and the associated tax benefits.
The goal is to inform Arizonans that 529 college savings plans are the single most
accessible option for families to save for college. Increased levels of public awareness
are evident in the July 2016 reported survey results from Fidelity Investments which
show a record 64% of Arizona parents have started saving compared to 55% of families
surveyed in 2006. In addition, Fidelity reported that 33% of Arizona families are
investing in a dedicated 529 college savings plan.

On the following page, Figures 1, 2, and 3 illustrate the growth over time in the number
of accounts in the AFCSP. As seen in Figure 1, the Program’s total funded accounts
grew to 83,346 as of December 31, 2016. This represents an increase of 4% over
2015. The chart in Figure 2 breaks down the Program’s total funded accounts by
provider for the year ending 2016. It illustrates that Waddell & Reed’s InvestEd Plan
holds the majority of plan accounts at 50%, followed by Fidelity Investments at 46%,
and College Savings Bank with 4% of funded accounts.

Figure 3 illustrates the change in the number of funded accounts by provider for the last
five years. As illustrated, during 2016 Fidelity Investments experienced a healthy
increase in funded accounts over the prior year while College Savings Bank only had a
slight increase in new accounts, and Waddell & Reed experienced a small decline.
When considering growth patterns, it is important to remember the ultimate goal of a
college savings account is to eventually exhaust all account funds in payment of college
expenses. An in depth analysis of each provider's performance will be discussed in a
later section.
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(Figure 1) AFCSP Total Funded Accounts (Figure 2) Share of Funded Accounts
by Provider
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The discussion of AFCSP assets under management, as depicted in Figure 4, must be
prefaced with a reminder of the difficult market conditions of 2008 and economic
challenges to market stability continuing into 2012. The severe recession in 2008
contributed to market corrections on a global scale. As part of that correction, the
AFCSP assets under management (AUM) decreased for the first time in the Program’s
history in 2008, from $454 million on December 31, 2007 to $386 million on December
31, 2008, reflecting a $68 million or 15% decline. Market gains and losses continued
through 2012, followed by strong economic performance in 2013 and 2014, which
contributed to significant growth in the Arizona 529 Plan assets. Despite the volatile
market fluctuations of 2015 and early 2016, the Arizona 529 Plan AUM has continued to
experience steady growth from both account holder contributions and positive market
performance at the end of 2016.

The following chart shows the plan asset levels since inception. As can be seen in
Figure 4, the Program AUM again shows continued growth in 2016 nearing $1.1 billion
in assets under management on December 31, 2016. This represents a positive



ARIZONA COMMISSION FOR POSTSECONDARY EDUCATION

increase of 7% over 2015. What cannot be deduced from this chart is how much is gain
on investments as compared to new accounts and contributions.

(Figure 4) AFCSP Assets Under Management Since Inception
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Figure 5 is a representation of the assets held by each of the providers. As illustrated,
Waddell & Reed’s Ivy InvestEd 529 Plan holds the majority share of AUM at 52%,
followed by Fidelity Investments at 42%, and College Savings Bank at 6% of AUM in the
Arizona Family College Savings Program.

(Figure 5) AFCSP Assets Under Management by Provider (as of 12/31/16)
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B. AFCSP Highlights for 2016

Commission and Oversight Committee

In 2016, the ACPE improved the AFCSP in several ways. First, stability and continuity
with College Savings Bank will continue as a new five-year contract with the option for a
10
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two-year extension was approved by the Oversight Committee and Commission in
August. In addition, Fidelity and Waddell & Reed have contracts in effect through 2020
and 2017 respectively. Both Trustees and Oversight Committee members sought to
ensure investment continuity for account holders who invest with these valued program
partners. Likewise, the AFCSP has greatly benefited from the thoughtful actions of the
Governor’'s Office of Boards & Commissions and the resulting appointment of skilled
professional Oversight Committee members dedicated to accomplishing the goals of the
plan.

Second, in an effort to proactively strengthen oversight practices the ACPE staff and
Oversight Committee worked with the Arizona Department of Administration
Procurement office to secure an independent investment consultant. The Commission
hired Capital Cities, Inc. as the AFCSP’s independent 529 investment consulting firm in
August 2016. Capital Cities is based in Indianapolis, Indiana and has been providing
investment consulting expertise in a co-fiduciary capacity for more than 20 years. They
currently consult to three other 529 Plans, including Indiana, the District of Columbia,
and Rhode Island — representing over $10 billion in assets and more than 14 years of
529-specific expertise.

Capital Cities has been contracted to provide the Oversight Committee and the
Commission with a rigorous assessment of all three program providers’ product
offerings relative to industry standards and trends each year. During the fall of 2016,
Capital Cities conducted an in-depth program provider review evaluation. The firm
interviewed each program manager, reviewed the AFCSP program provider contracts,
and evaluated each provider’'s investment menus, portfolio construction and glide paths.
In addition, Capital Cities’ staff also benchmarked and analyzed the 529 expenses and
fee structures of each provider. Results from this work were presented to both the
Oversight Committee and Commission during their respective January and February
meetings in preparation for the Annual Provider Review process scheduled for March.
Capital Cities presented to the committee members and Commissioners their
professional assessment of each provider relative to industry trends, peers, and best
practices for the categories of investment options and performance, manager due
diligence, as well as fees and minimum contributions. All findings, commentary, and
recommendations made by the consultant lay the groundwork for the March annual
program provider evaluation and performance report.

The on-going work of the Oversight Committee remains important to the success of the
Program and results in consistent and even-handed oversight of the program. This
work includes review of all proposed investment or contract modifications, oversight of
each provider’'s annual marketing plan and budget, and the refinement and execution of
the annual Provider Review Process. During the fall, committee members reviewed and
recommended for approval to the Commission a comprehensive and guiding
Investment Policy Statement which the Commission subsequently approved. The
Oversight Committee also worked with Capital Cities to review and clarify evaluation
elements of the Provider Review Process, incorporating the investment consultant’s
assessments, recommendations, and plan monitoring into the process.

11
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Finally, a continued focus is placed on the vision, mission, guiding principles, and
objectives developed by the Oversight Committee and approved by the Trustees. This
document is re-examined prior to each provider review, guides the focus of the AFCSP
Oversight Committee and Trustees, and was incorporated into the new Investment
Policy Statement. The Mission and Goals follow.

Mission and Goals
Arizona Family College Savings Program

Vision: To improve the educational opportunities of Arizonans by
providing a high quality 529 plan.

Mission: To educate and assist Arizona families financially prepare for
postsecondary education by providing quality college savings
choices.

Guiding Principles:

e To fulfill the mandate of the Arizona Revised Statutes (A.R.S.)

e To see that the Plan operates according to U.S. and Arizona laws

e To see that the Plan is serving the best interests of its current and
future investors

e To communicate the 529 Plan opportunity to the public

The Oversight Committee and the Arizona Family College Saving
Program Trustees will promote the following goals:

Provide flexible and affordable college savings options

Solicit and recommend appropriate financial institutions
Undertake a rigorous annual review of providers

Monitor compliance with all regulatory bodies

Provide timely communication to the State of Arizona

Initiate strategic partnerships to enhance the Program

Create a fair and responsive operating environment for financial
institutions

8. Recruit, educate and inspire new Oversight Committee members

Nouok,rwhE

Public Awareness

As part of the continuing strategy to educate Arizonans of their college savings options,
the AFCSP maintained its multi-media campaign at the direction of the Oversight
Committee. A combination of print advertising, digital initiatives, and several public
relations events targeted at Arizona parents and families complemented an active social
media campaign in 2016. In May, 529 Day was promoted statewide with a digital media
campaign and an in-person informational event on May 29th at the Children’s Museum
of Phoenix with representatives from all three providers. The museum hosted children’s

12
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financial literacy activities throughout the day while Pennywise the Pig, the Arizona 529
Plan mascot, interacted with families.

The Commission kicked off “College Savings Month” in Arizona with an extensive digital
and social media campaign to increase public awareness throughout the month of
October. In addition, the month began with a two-day informational event at the
Children’s Museum of Phoenix, partnering with their staff to engage families in hands-on
children’s financial literacy activities. Hundreds of families attended in-person weekend
events hosted at the Children’s Museum during July, October and December where
they learned about Arizona’s college savings plan options and tax benefits from ACPE
staff and provider representatives. These in-person events gave children an opportunity
to meet Penny Wise, learn age-appropriate savings tips, receive an AZ529 drawstring
backpack, and a children’s financial literacy book sponsored by College Savings Bank.
In addition, the Commission partnered with Univision to present information about the
Arizona 529 Plan as a component of “How to Pay for College” at Univision’s spring and
fall Finance and Education fairs held at Grand Canyon University and Phoenix
Community College, respectively.

Additional public awareness efforts in the state of Arizona continued during November
and December through a Gift Giving Season campaign. Targeted digital ads and
Pandora online radio spots were utilized to encourage giving the gift of education. On-
going social media postings on Facebook combined with digital media increased
awareness of the Arizona 529 Plan, resulting in 12,665 unique visits to the AZ529.gov
website during this timeframe. In 2016, the multi-media outreach efforts of AFCSP’s
public awareness campaign successfully increased exposure in Arizona of the Arizona
529 Plan to more potential account owners and contributors with a total of 51,168
unique visits to the AZ529.gov website, an increase of 32% over the prior year. The
Commission plans to continue the 529 public awareness campaign in 2017 to further
promote the benefits of 529 college savings accounts.

Federal Legislation

In early 2016, all three providers implemented enhancements to their recordkeeping
and reporting systems to support the Protecting Americans from Tax Hikes (PATH) Act
enacted on December 18, 2015. The PATH Act simplified 529 distribution reporting
requirements and also allows account owners to recontribute a refund from an eligible
educational institution within 60 days. The second enhancement is especially
meaningful to parents and students who paid for qualified higher education expenses
with funds from a 529 plan, but the student subsequently withdrew from classes and
received a full or partial refund from their school. The refund received from the
institution can be recontributed to the beneficiary’s 529 plan. This provision gives
families more flexibility and tax relief.

Program Managers

In 2016, CSB converted to a new online banking and record keeping platform. The new
banking platform was introduced during the third quarter, offering account owners more

13
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online account management features and is expected to improve the accountholder
experience while ensuring the highest levels of security and bank industry compliance.
CSB also simplified their product line offerings in response to customer feedback,
adding a 2-year fixed rate CD option in May 2016, while the CollegeSure and
InvestorSure CD options were grandfathered out of the product line in October 2016.
The simplification of product offerings combined with attractive interest rates for future
accountholders are positive benefits to CSB investors. Capital Cities evaluated and
validated that CSB currently offers the highest yielding FDIC-insured 1-, 2-, and 3-year
CD options and the highest APY when compared respectively to the three other 529 CD
options and the 14 other FDIC-insured savings products within the 529 marketplace.

In July, Fidelity reduced total asset-based fees on their Fidelity Index Portfolios. Fees
now range from 0.11 percent to 0.20 percent, depending on the investment portfolio.
This 30-52 percent decrease makes the Arizona Fidelity Index Portfolio expenses
among the very lowest in the 529 college savings plan industry. This reduction in fees
contributed to an upgraded rating of Fidelity from Neutral to Bronze during the 2016
review by Morningstar, one of two 529 evaluating entities. Morningstar also cited their
increased familiarity and confidence in Fidelity's tactical asset-allocation approach within
its actively managed age-based portfolios.

During 2016 Waddell & Reed made several improvements to reduce fees for their
clientele. The first one came in May 2016, a new sales charge break point level was
added at the $50,000 purchase point which allowed investors at a lower level of
investment to qualify for a reduced sales charge of 5.25% instead of the standard
5.75%. Second, as of July 31, 2016, nine of the individual portfolios which experienced
an asset-based fee reduction in 2015 were further reduced in order to be more
competitive and improve the overall attractiveness of the Ivy InvestEd 529 Plan. The
new annual asset-based fees for Individual Portfolios are all less than 1.46%, ranging
from 0.67% to 1.45%. Prior to the reduction, the affected portfolios had fees between
0.73% and 1.45%. The last fee reduction had the broadest impact. Previously the
annual $20 account maintenance fee was only waived for Arizona residents and
accounts with balances greater than $25,000. As of December 2016, the maintenance
fee was also waived for all accounts enrolled with Automatic Investment Service (AIS),
resulting in more than half of all vy InvestEd 529 Plan investors being relieved of an
account maintenance fee.

Annual Provider Review

The Arizona Family College Savings Program Oversight Committee has developed and
implemented a comprehensive Annual Provider Review Process that has served as a
model for other states. This process is derived from the statutory requirements for
evaluation included in A.R.S. 15-1874.

Arizona has received recognition within the industry for its development of a successful
method of evaluating varied financial products and diverse financial institutions. The
Arizona review process was of interest nationally because in the very young 529 plan
industry very few states began their programs with more than one provider; today, many
states have contracts with two or more providers. Most importantly, this evaluation

14
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process successfully guided the Commission’s decision to non-renew two program
managers when they no longer met the needs of the State nor the families saving for
college in the Arizona 529 Plan.

The AFCSP Annual Provider Review Process is modified annually as necessary to
meet the changing state and 529 plan environments. Its main objectives are to
communicate clear expectations, hold providers accountable to contract terms, and
strengthen the partnership between the provider and the State. Going forward, this
process will benefit from the addition of Capital Cities’ in-depth research, performance
analysis and recommendations which are prepared and presented to the Oversight
Committee members in advance of the Annual Provider Review. At the
recommendation of the Auditor General’'s Office the emphasis on customer service has
been strengthened. This process measures AFCSP program manager performance in
each of the following categories:

« Evaluation of Product Offerings

e Marketing

e Customer Service

o Compliance

o Provider Responsibility and Support

Industry Wide Ranking

As the 529 industry has evolved since its inception in the mid 1990’s,
Savingforcollege.com and more recently Morningstar have become widely referenced
evaluators of the various 529 plans offered across the country. Savingforcollege.com is
a website devoted to researching and evaluating state sponsored 529 college savings
plans around the country. Morningstar, an independent investment research firm that
specializes in fund investing, provides an annual review of 529 mutual fund products. In
addition, Barron’s, a premier financial magazine which provides in-depth analysis and
commentary on the markets, is another valued resource for performance rankings within
the mutual fund industry.

Arizona’s two mutual fund providers received mixed ratings in this year’s Morningstar
evaluation process. The Fidelity Arizona College Savings Plan was upgraded from
neutral to a Bronze rating while Waddell & Reed’s lvy InvestEd 529 Plan maintained a
negative rating. In 2015, Morningstar was critical of the state’s oversight of both plans
and recommended an investment consultant be hired. This year the concern about
state oversight was repeated after Capital Cities was hired. Commission staff are
working closely with Waddell & Reed and the new investment consultant to improve this
rating.

In contrast, lvy Investments was again named one of the top five in Barron’s 2016
ranking of the “Best Mutual Fund Families”. Ivy Investments moved up two spots to the
number three ranked Fund Family over the past ten years, out of 53 firms.

Savingforcollege.com recently ranked the lvy InvestEd Plan in the top ten of all advisor
sold plans over the latest five-year period. Savingforcollege.com uses a "5-Cap Rating"
15
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system to evaluate 529 plans and has provided a rating for each of the three AFCSP
providers. The rating system used examines dozens of factors grouped into the
following categories:

= performance = costs
= features = reliability
= state benefits

The following is a description of the “5-Cap Ratings” system used by
Savingforcollege.com:

This is a program that offers outstanding flexibility, attractive investments, and additional
W economic benefits (such as generous state tax incentives) that for some people, at least,

will provide a substantial boost to their savings. There are few, if any, weaknesses noted
in the program.

An excellent program with many benefits for the participant and positive investment
w attributes. If it has any significant weaknesses then it also has some particularly good
things to recommend it.

A very good program that offers valuable benefits but may have some limitations or

m concerns that investors need to know.

A program that will work for many people who fit the "target” profile but contains
w potentially significant problems or uncertainties that can hurt the unsuspecting investor.

A program that contains too many unnecessary restrictions, uncertainties, investment
downsides, or other problems so that changes are necessary (in our opinion) for the
program to compete effectively against other alternatives.

¢

Another similar program is offered in this state that is more appropriate in all cases.

This program is not open to you either because it has residency requirements or because
it has stopped accepting new enrollments.
NOT OPEN

This is a recent program and does not yet have a 5-Cap Rating assigned.

NEW PLAN

Source: Savingforcollege.com

The Arizona Family College Savings Program was rated by Savingforcollege.com with
3.83 points out of a total of 5 possible points, in the resident rating category (this is the
average of the three provider specific rankings). This evaluation rounds up to 4 Caps
which describes the AFCSP as both an “excellent program”, as well as a program that
offers significant investment flexibility. The ratings for each of the three program
managers follow.
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Arizona Family College Savings Program —
College Savings Bank 529 Plan

(Resident Rating)

TEEE

(Non-Resident Rating)

Fidelity Arizona College Savings Plan

(Resident Rating)

TEEE

(Non-Resident Rating)

lvy Funds InvestEd 529 Plan

ADVISOR S0LD

(Resident Rating)

ADVISOR S30LD

(Non-Resident Rating)

Source: savingforcollege.com
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lll.  Program Provider Overview and Analysis

The Arizona Family College Savings Program currently offers investment options
through three program managers: College Savings Bank, Fidelity Investments and
Waddell & Reed. This section includes a summary of each of the program providers
including a brief corporate description, investment options, provider results (investment
returns and plan growth), and fee structure. The State of Arizona and the AFCSP
require these program managers to comply with voluntary industry standard principles
of disclosure developed by the College Savings Plan Network (CSPN). CSPN is the
dominant industry professional association for 529 plans to which most states belong.
Investment results and fees are reported in the AFCSP disclosure materials in
accordance with these disclosure principles. Offering materials are reviewed by staff
members to ensure these standards are maintained.

A. COLLEGE SAVINGS BANK

Corporate Description

College Savings Bank, a Division of NexBank SSB (CSB) is located in Dallas, Texas.
College Savings Bank has been helping families fund education for more than 20-years
and has been a program manager since the AFCSP’s inception. Formerly a wholly
owned subsidiary of Pacific LifeCorp based in Newport Beach, California, College
Savings Bank was sold on January 12, 2012 to a group of investors unrelated to CSB or
Pacific Life. This change of ownership was approved by the Commission inclusive of a
letter which noted that the transactions would not result in a change of management at
CSB. Recently, another change in ownership was completed through a merger with
NexBank SSB in November 2015. The Oversight Committee recommended and the
Commission approved assignment of the remaining CSB contract to NexBank upon
completion of the merger.

Investment Options

Under the Arizona Family College Savings Program, College Savings Bank originates
and markets certificates of deposit (CDs) and a basic savings account. During 2016
these included:

1) Fixed Rate CDs

2) CollegeSure Honors Savings Account

3) CollegeSure CD - no new offerings as of 10/21/2016
4) InvestorSure CD — no new offerings as of 8/2/2016

All College Savings Bank investment options feature principal protection with FDIC
insurance up to $250,000 for amounts held in the same right and capacity. College
Savings Bank accepts funds daily for investment. In response to customer feedback
CSB simplified their product line offerings during 2016. After thorough review and
analysis, it was determined that the complicated investment models of the CollegeSure
and InvestorSure CD options were deterring potential investors. CSB ceased issuing
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new InvestorSure and CollegeSure CDs in August and October respectively.
CollegeSure and InvestorSure CD previously issued to account owners will be
maintained and supported through maturity. To further respond to customer demand,
CSB added a 2-year fixed rate CD option in May 2016. A brief description of each
College Savings Bank investment option offered during 2016 follows.

Fixed Rate CDs

Offered since 2008, the College Savings Bank Fixed Rate CD earns a fixed rate for the
term of the CD. The rate is determined by the prevailing interest rate environment at
the time the CD is opened. CSB’s fixed rate CD includes a 1-year, 2-year and 3-year
option. College Savings Bank currently offers the highest yielding FDIC-insured 1-, 2-,
and 3-year CD options compared to the three other 529 CD options within the
marketplace.

CollegeSure Honors Savings Account

In 2012, College Savings Bank launched an additional savings account. In October,
CSB simplified their product offerings by consolidating their three previous savings
account types (Accumulator, Savings, and Honors Savings) into one savings account
with a high yield interest rate. The interest rate for the CollegeSure Honors Savings
Account is tied to the College Board’s Independent College 500 Index (IC500) and
provides the highest APY among the 15 FDIC-insured savings products offered within
the 529 marketplace. This savings account is offered without enrollment fees, annual
fees or other expenses and has no fixed term. This type of account is designed for
matured CDs and money to be used for college expenses within one year or less.

CollegeSure CD

The CollegeSure CD was a certificate of deposit indexed to college costs designed to
meet tuition, fees, and room & board expenses for future students. CollegeSure CDs
had maturities between one and twenty-two years allowing investors the ability to
choose maturity dates consistent with the years the student is expected to utilize the
funds for college expenses. The CollegeSure CD had received Standard & Poor's
highest rating, AAA. Beginning on October 21, 2016, no new CollegeSure CDs were
issued. CollegeSure CDs issued prior to this date will continue to be managed and
serviced by College Savings Bank until their maturity dates.

InvestorSure CD

Offered since 2008, the InvestorSure CD is a variable rate certificate of deposit indexed
to the Standard & Poor’s 500 Composite Index (S&P 500). The CD was issued 4-times
a year on the first business day of each new quarter. InvestorSure CDs were designed
to pay between 70% and 100% of the increase in the S&P 500 at maturity; using a
calculated average of 20 quarterly measurement points throughout the term of the CD.
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This averaging protected the investment from wide swings in the S&P 500 as the
investment approached maturity.

This CD was offered with a 5-year maturity. At maturity, the funds can be used to pay
qualified higher education expenses, re-invested in another CD, or moved to an Honors
High Yield Savings Account until the beneficiary is ready to attend college. Beginning
on August 2, 2016, no new InvestorSure CDs were issued. InvestorSure CDs issued
prior to this date will continue to be managed and serviced by College Savings Bank
until their maturity dates.

Provider Results (Investment Results and Plan Growth)

College Savings Bank CD’s proved to be popular throughout 2008, 2009 and early 2010
during the prolonged recession accompanied by stock market declines. However, from
late 2010 through 2014, there was a softening of demand for the CD products as
investors shifted back to the equities market. The volatile market conditions of 2015
and early 2016 showcased the advantage that College Savings Bank investments offer
during uncertain times: the FDIC insurance on AFCSP Certificate of Deposit options.
Some 529 plan investors continue to seek more conservative options and CSB’ meets
that demand with their complement of straight-forward FDIC insured CD options, which
are attractive alternatives to Money Market funds.

College Savings Bank holds the fewest number of accounts of the three program
providers. College Savings Bank added 331 new accounts during the year, netting an
aggregate of 3,678 active accounts at the end of 2016. In addition, assets under
management grew by $170,000 to $70 million representing a 0.2% increase over 2015.

Figure 6 illustrates the Fixed Rate CD projected Annual Percentage Yield for each term.

(Figure 6) College Savings Bank Fixed Rate CD 1-, 2- and 3-year Options

_

1-Year 1.25% 1.25% $250
2-Year 1.45% 1.45% $250
3-Year 1.40% 1.40% $250

Interest Date and APY (Annual Percentage Yield) are accurate as of December 31, 2016. Any interest rate
change will become effective after 2:00 pm Eastern Time.
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Figure 7 illustrates the CollegeSure Honors Savings Annual Percentage Yield.

(Figure 7) College Savings Bank CollegeSure Honors Savings Account
National Savings

Account Average
Rate?

Honors Savings
Interest Rate’

Honors Savings APY"

0.90% 0.90% 0.06%

! APY (Annual Percentage Yield) and interest rate are accurate as of December 31, 2016.
Any interest rate change will become effective after 2:00 pm Eastern Time.

% National average savings account rate based upon data published by the FDIC. National
rates are calculated based on a simple average of rates paid(uses annual percentage yield)
by all insured depository institutions and branches for which data are available.
www.fdic.gov/regulations/resources/rates/

Fee and Expense Structure

Due to the nature of the bank’s products, College Savings Bank’'s CD options do not
charge annual asset-based fees and investor expenses. There are no program
manager fees, state fees, miscellaneous asset-based fees, distributions fees, maximum
initial sales charges or annual account maintenance fees that may be found with other
investment options. College Savings Bank’'s Fixed Rate CDs do not charge fees.
Withdrawals prior to the Maturity Date are subject to an Early Withdrawal Penalty equal
to three (3) months of interest. The APY applied to a Fixed Rate CD assumes the funds
remain on deposit until the Maturity Date. An early withdrawal will reduce earnings.

B. FIDELITY INVESTMENTS

Corporate Description

Established in 1946, Fidelity Investments is one of the world’s largest providers of
financial services. With headquarters in Boston, Massachusetts, Fidelity employs over
40,000 employees and is the nation’s No. 1 provider of 401(K) retirement savings plans
as well as an established provider in the 529 industry.

Investment Options

Fidelity Investments manages the Fidelity Arizona College Savings Plan’s 36
investment options consisting of a range of professionally managed portfolios created
for the use of education investors. This wide range of investment options includes:

1) Three Age-Based Portfolio fund types: Fidelity Funds, Fidelity Index
Funds, and Multi-Firm Funds

2) Six Static Portfolios: Conservative, Moderate Growth or Aggressive
Growth choices in either Fidelity Funds or Fidelity Index Funds

21



ARIZONA COMMISSION FOR POSTSECONDARY EDUCATION

3) Five Individual Fund Portfolios: options include a mix of equity, fixed
income, and money market
4) Bank Deposit Portfolio: an FDIC-insured interest bearing savings account

The newest Fidelity product, a Multi-Firm or open architecture age-based portfolio was
approved by the Commission and initiated late in the fourth quarter of 2011. The Multi-
Firm portfolios provide access to a broader range of underlying funds offered by
different investment companies. For the 12-month period ending December 31, 2016,
each Multi-Firm portfolio delivered positive results. For underlying fund information see
Appendix A.

(Figure 8) Multi-Firm Funds

AS OF 123172016

Inception 1 3 5 10 Life of Expense
Portfolic Name Date Year Year Year Year Portfolio Ratig?
AZ Coll Port {Multi-Firn) 09/28/2011 457 2.24 .44 NIAT 375 0.91%
AZ Port 2018 (Multi-Firm) 02/28/2011 5.09 2.86 5.87 NIAT 635 0.95%
AZ Port 2021 (Multi-Firm) 09/28/2011 584 3.28 7.23 NIAT 7.82 1.01%
AZ Port 2024 (Multi-Firm) 09/28/2011 6.55 3.55 5.42 NIAT 9.07 1.06%
AZ Port 2027 (Multi-Firm) 09/28/2011 716 373 0.42 NIAT 10.12 1.11%
AZ Port 2030 (Multi-Firm) 09/28/2011 770 3.88 0.938 NIAT 10.69 1.15%
AZ Port 2033 (Multi-Firm) 121812013 8.10 4.05 MNIAT MIAT 465 1.2%
AZ Port 2036 (Multi-Firm) 121412016 MIAT MNIAT MNIAT MIAT MIAZ 1.2%

Units of the Portfolios are municipal securities and may be subject to market volatility and fluctuation.

The performance data featured represents past performance, which is no guarantee of future results. Investment return and principal value of an investment will fluctuate; therefore, you may have a
gain or logs when you sell your units. Cumrent performance may be higher or lower than the performance data quoted.

. Portfolio has not been in existence long enough to provide performance

Life of Portfolic data will be available after one full year of existence

[}

3. Expense Ratio iz the total annual portfolio opersting expense ratio from the portfolio’s most recent Fact Kit. The total annual operating expense ratio includes a program administration fee of .09%
for Fidelity Index Funds portfolios Fi y Funds portfolioz, .35% for Multi-Firm Funds portfolios, and 0.0 r the Bank Deposit Portfolio. Thi tioc may be higher or lower
depending on the allocation of the 'S erlying Fidelity funds. Annual Percentage Yield and Interest Rate for

the Bank Deposit Portfolio reflects

Average annual total retumns include changes in unit price, reinvestment of dividends and capital gains, and the deduction of all applicable portfolio and mutual fund expenses.

Additional features of the Fidelity Arizona Family College Savings Program include:

e The plan’s index portfolios are among the lowest cost in the 529 industry,
ranging from 11 to 21 basis points.

e There is no annual program fee.

e Families can open an account with a minimum initial investment of $50, or as
little as $15 per month with an automatic investment plan.

e Fidelity offers unlimited, complimentary planning and guidance services.

e Fidelity Investments 529 College Rewards® Visa Signature® card allows
families to earn 2 percent on all eligible retail purchases, with no annual fee.

Age-Based Portfolios

The Age-Based Strategy includes portfolios that are managed according to the
beneficiary’s birth year with the asset allocation automatically becoming more
conservative as the beneficiary nears college age. Each portfolio begins with a growth-
oriented allocation, then gradually shifts to an allocation that is oriented more toward
income and capital preservation. These portfolios are designed to ensure that at any
given point in its life cycle, an Age-Based Portfolio will have an allocation that is neither
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overly aggressive nor overly conservative in relation to its time horizon. When the
beneficiary is anticipated to turn 18 and start college, the selected Age-Based Portfolio
should reach the end of its time horizon. At this time, assets will be transferred to the
College Portfolio, which has a fixed allocation that is designed to be appropriate for the
time when a beneficiary is withdrawing money to attend college.

Fidelity offers three types of portfolios for its Age-Based Strategy: 1) Fidelity Funds — a
portfolio managed by dedicated Fidelity portfolio managers, invested solely in Fidelity
funds; 2) Fidelity Index Funds — passively managed securities held in the respective
index; and 3) Multi-Firm Funds — a portfolio managed by dedicated portfolio managers,
invested across multiple fund companies. Refer to Appendix B for a description of the
Fidelity Arizona College Savings Plan portfolio target asset allocations for all Age-Based
Portfolios, Static Portfolios and Individual Fund Portfolios. The following chart illustrates
the asset allocation for each of the Fidelity Age-Based portfolios.

(Figure 9) Fidelity Age-Based Portfolios Asset Allocation

Asset Allocation for Age-Based Portfolios

This chart is hypothetical and assumes the child will begin attending college at
approximately 18 years of age. It illustrates the target strategic mix for each
age-based portfolio as of November 1, 2016. Actual portfolio allocations may
differ from the strategic mix shown below. Percentages may not add up to
100% due to rounding.

Asset allocation

Beneficiary W U .s. equity funds [l Mon-U.S. equity funds [l Bond funds
birth year Partfolio™ Short-term funds

20172019 Portfolio 203¢ I S N
2014-2016  Portfolio 2033 I A 7 S KT
20112013 Portfolio 2030 Y N M=
2008-2010  Portfolio 2027 NS TS I = ¢
2005-2007 Portfolic 2024 HINEEEEEEEE N T -
2002-2004 Portfolio 2021 15%

1999-2001  Portfolio 2018 | INNNEZS NFT 7 S 23%
1998 and College | 4% |6l S50% | 30%

earlier Portfolio
* The Age-Based Fidelity Funds, Multi-Firm, and Fidelity Index portfolios take a more aggressive
approach during the early years of saving for college to take advantage of potential growth
opportunities, while investing to preserve capital as the need to pay for qualified higher education

expenses approaches. Keep in mind that the investment risk of each Age-Based Portfolio changes along
with the target asset allocation.

Custom Strategy

For investors who prefer to manage their own asset allocations, a Custom Strategy
provides the flexibility to create a customized investment mix from four portfolio
categories: Static, Individual Fund, Age-Based, and Bank Deposit. Static Portfolios
include both Fidelity Funds and Fidelity Index Funds, and the asset mix remains the
same over time. Individual Fund Portfolios include several index fund options as well as
a money market fund option. Similar to the Age-Based strategy, participants can select
from Fidelity Funds, which are managed by dedicated Fidelity portfolio managers, or
from the passively-managed Fidelity Index Funds. Refer to Appendix A for a description
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of the Fidelity Arizona College Savings Plan Portfolio Allocation for Fidelity Funds and
Fidelity Index Fund Portfolios. The following chart lists Fidelity Arizona College Savings
Plan Custom Strategy allocation choices. Investors who choose the Custom Strategy
have the opportunity to allocate funds in 5% increments among these options.

(Figure 10) Fidelity Custom Strategy Allocation Choices

Portfolio type Allocation choices

Static Portfolios Aggressive Growth Portfolio (Fidelity Funds)
Moderate Growth Portfolio (Fidelity Funds)
Conservative Portfolio (Fidelity Funds)
Aggressive Growth Portfolios (Fidelity Index)
Maoderate Growth Portfolios (Fidelity Index)
Conservative Portfolio (Fidelity Index)

Individual Fund Money Market Portfolio

Portfolios
Fidelity 500 Index Portfolio
Total Market Index Portfolio
International Index Portfolio
Intermediate Treasury Index Portfolio

Bank Deposit Portfolio  Bank Deposit Portfolio

Age-Based Portfolios Age-Based Portfolio (Fidelity Funds)
Age-Based Portfolio (Fidelity Index)

Age-Based Portfolio (Multi-Firm)

Provider Results (Investment Results and Plan Growth)

In terms of its contribution to the AFCSP, Fidelity realized a 13% increase in the number
of funded accounts from 2015 to 2016 and an increase of 20% in assets under
management to $457 million in that same time frame. In addition, Fidelity Investments
realized an average account retention rate of 97% and average assets under
management retention rate of 98% for 2016. These high retention rates signify that
Fidelity Investments is providing high quality products and services and is able to retain
investors in the AFCSP.

Like other mutual fund companies, Fidelity Investments generally produced returns in
2016 that were consistent with the overall market gains and losses. For 2016, Fidelity’s
1-year rate of return on investments ranged anywhere from a high of 9.04% in the AZ
Aggressive Growth Fidelity Index Funds Portfolio and 7.25% in the AZ Aggressive
Growth in the Fidelity Funds Portfolio, to a low of 1.23% in the AZ Conservative Portfolio
Fidelity Index Fund and 2.45% in the AZ Conservative Portfolio of Fidelity Funds. The
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charts on the following pages illustrate Fidelity’s 1-Year, 3-Year, 5-Year, 10-Year, and
Life of Portfolio performance for the AFCSP year ending December 31, 2016.

(Figure 11) Fidelity Arizona Plan Portfolio Performance — As of December 31, 2016

Fidelity Funds
Age-Based Portfolios

Portiolio Name .

AZ College Port (Fid Fnd)
AZ Port 2018 (Fid Funds)
AZ Port 2021 (Fid Funds)
AZ Port 2024 (Fid Funds)
AZ Port 2027 (Fid Funds)
AZ Port 2030 (Fid Funds)
AZ Port 2033 (Fid Funds)
AZ Port 2036 (Fid Funds)

Static Portfolios

Fortfolio Name .

AZ Agrsv Gro (Fid Funds)
AZ Cons Port (Fid Funds)
AZ Mod Gro (Fid Funds)

Individual And Bank Deposit Portfolios

Forifolio Name  «

AZ Bank Deposit Portfolio
AZ Money Market

Units of the Portfolios are municipal securities and may be subject to market volatility and fluctuation.

Inception
Date

06/14/2005
06/14/2005
06/14/2005
06/14/2005
1211472007
12/28/2010
12/18/2013
1214/2018

Inception
Date

D6/14/2005
06/14/2005
D6/14/2005

Inception
Date

09M16/2010
10/23/2006

Year
437
498
564
6.15
6.59
6.89
716
NIAT

Year
7.25
245
7.06

1
Year

0.40
0.00

3
Year

233
3.00
3.61
3.95
422
4.40
455
NiA?

Year
473
1.54
431

Year
0.20
0.00

AS OF 1231/2016

5
Year

3.40
6.17
7.70
9.03
10.14
10.74
N/A1
NiAT

AS OF 1203172016

)
Year

1159
137
Q27

AS OF 1203172018

5
Year

0.16
0.00

10
Year

313
353
379
3.99
NIAT
N/AT
N/A
N/AT

10
Year

4.47
247
485

10

Year
NIAT
077

Life of
Portfolio

3.46
462
5.02
523
384
753
524
NiAZ

576

Expense
Ratio®

0.71%
0.75%
0.81%
0.87%
0.93%
0.98%
1.03%
1.04%

Expense
Ratio?

1.03%
0.56%
0.93%

Expense
Ratio?

0.05%
0.57%

The performance data featured represents past performance, which is no guarantee of future results. Investment return and principal value of an investment will fluctuate; therefore, you may have a
gain or logs when you sell your units. Current performance may be higher or lower than the performance data quoted.

1. Portfolio has not been in existence long enough to provide performance.

2. Life of Portfolio data will be available after one full year of existence

3. Expense Ratio is the total annual porifolic operating expense ratio from the portfolio’s most recent Fact Kit. The total annual operating expense ratio includes a program administration fee of .09%
for Fidelity Index Funds portfolios, .20% for Fidelity Funds portfolios, .35% for Multi-Firm Funds porifolios, and 0.05-0.50% for the Bank Deposit Portfolio. This ratic may be higher or lower
depending on the allocation of the portfolio's assets among the underlying Fidelity funds and the actual expenses of the underlying Fidelity funds. Annual Percentage Yield and Interest Rate for
the Bank Deposit Porifolio reflects previous business date close.

Average annual total returns include changes in unit price, reinvestment of dividends and capital gains, and the deduction of all applicable portfolic and mutual fund expenses.

Fidelity Index Funds

Age-Based Portfolios

Fortfolio Name .

AZ College Port (Fid Ind)
AZ Port 2013 (Fid Index)
AZ Port 2021 (Fid Index)
AZ Port 2024 (Fid Index)
AZ Port 2027 (Fid Index)
AZ Port 2030 (Fid Index)
AZ Port 2033 (Fid Index)
AZ Port 2036 (Fid Index)

Inception
Date

10/23/2006
10/23/2006
10/23/2006
10/23/2006
1211472007
12/28/2010
1213/2013
1214/2016

Year
311
381
430
576
6.79
752
827
NIAT

3
Year

205
268
3.25
3.70
403
430
4.46
NiAT

AS OF 1203172018

5
Year

282
5.38
6.93
8.36
9.50
10.08
NiA1
NiA1

344
377
411
431
NIAT
NIAT
NIAT
NIAT

439
470
441
8.15
515
NiAZ
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Fidelity Index Funds (continued)

Static Portfolios

AS OF 123172016

Inception 1 3 5
Fortfolic Mame . Date Year Year Year
AZ Agrsv Gro (Fid Index) 1012372006 9.04 475 11.44
AZ Cons Port (Fid Index) 1012312006 123 1.30 0.54
AZ Mod Gro (Fid Index) 1012372006 7.15 416 8.60

Individual And Bank Deposit Portfolios

AS OF 1203172016

Inception 1 3 5
Fortfolio Mame « Date Year Year Year
AZ Bank Deposit Portfolio 09162010 0.40 0.20 0.16
AZ Fidelity 500 Index 10/23/2006 11.82 3.70 14.45
AZ Inter Treas Index 1072372006 082 233 1.29
AZ International Index 1072372008 1.25 -1.81 6.40
AZ Tt Mkt Index 10/23/2006 12.53 8.22 14.41

Units of the Portfolios are municipal securities and may be subject to market volatility and fluctuation.

10
Year

483
267
535

10
Year

NIAT
6.73
462
0.59
6.92

Expense
Ratio?

0.12%
021%
0.13%

Expense
Ratio?

0.05%
0.11%
0.18%
0.14%
0.11%

The performance data featured represents past performance, which is no guarantee of future results. Investment retumn and principal value of an investment will fluctuate; therefore, you may have a

gain or loss when you sell your units. Current performance may be higher or lower than the performance data quoted.
1. Portfolio has not been in existence long enough to provide performance.

2. Life of Portfolic data will be available after one full year of existence.

3. Expense Ratio is the total annual portfolic operating expense ratio from the portfolio’s most recent Fact Kit. The total annual operating expense ratio includes a program administration fee of .09%
for Fidelity Index Funds portfolios, .20% for Fidelity Funds porifolios, .35% for Multi-Firm Funds portfolios, and 0.05-0.50% for the Bank Deposit Portfolio. This ratic may be higher or lower
depending on the allocafion of the portfolic's assets among the underlying Fidelity funds and the actual expenses of the underlying Fidelity funds. Annual Percentage Yield and Interest Rate for

the Bank Deposit Portfolio reflects previous business date close.

Average annual total returns include changes in unit price, reinvestment of dividends and capital gains, and the deduction of all applicable porifolic and mutual fund expenses.

Fidelity Multi-Firm Funds
Age-Based Portfolios

AS OF 1203172016

Inception 1 3 5
Forifolic Mame Date Year Year Year
AZ Coll Port {(Multi-Firm) 0872872011 4 57 224 344
AZ Port 2018 (Multi-Firm) 09/28/2011 5.09 2.36 5.87
AZ Port 2021 (Multi-Firm) 0872872011 584 3238 723
AZ Port 2024 (Multi-Firm) 09/28/2011 6.55 3.55 8.42
AZ Port 2027 (Multi-Firm) 0972872011 7.16 373 0.42
AZ Part 2030 (Multi-Firm) 09/28/2011 7.70 3.38 9.98
AZ Port 2033 (Multi-Firm) 12/18/2013 8.10 4.05 MNiA
AZ Paort 2036 (Multi-Firm) 1201412016 N/AT N/AT NIA!

Units of the Portfolios are municipal securities and may be subject to market volatility and fluctuation.

10
Year

N/AT
N/AT
N/AT
N/AT
N/AT
N/AT
N/AT
N/AT

Life of
Porifolio

S
6.35
782
9.07
10.12
10.69
485
NiAZ

Expense
Ratio?

0.91%
0.95%
1.01%
1.06%
1.11%
1.15%

1.2%

1.2%

The performance data featured represents past performance, which is no guarantee of future results. Investment return and principal value of an investment will fluctuate; therefore, you may have a

gain or lozs when you sell your units. Cumrent performance may be higher cor lower than the performance data quoted
1. Portfolio has not been in existence long encugh to provide performance.

2. Life of Portfolio data will be available after one full year of existence.

3. Expense Ratio is the total annual portfolic cperating expense ratio from the portfolio’s most recent Fact Kit. The total annual operating expense ratio includes a program administration fee of .089%

for Fidelity Index Funds portfolios, .20% for Fidelity Funds portfoliog, .35% for Multi-Firm Funds portfolios, and 0.05-0.50% for the Bank Deposit Portfolio. This ratic may be higher or lower

depending on the allocation of the portfolic's azsetz among the underlying Fidelity funds and the actual expenses of the underlying Fidelity funds. Annual Percentage Yield and Interest Rate for

the Bank Deposit Porifolio reflects previous business date close.

Average annual total returns include changes in unit price, reinvestment of dividends and capital gains, and the deduction of all applicable portfolic and mutual fund expenses.

Fidelity Individual and Bank Deposit Portfolios
Individual And Bank Deposit Portfolios

AS OF 120312016

Inception 1 3 5
Fortfolio Name . Date Year Year Year
AZ Bank Deposit Portfolio 09/16/2010 0.40 0.20 0.18

Units of the Portfolios are municipal securities and may be subject to market volatility and fluctuation.

10
Year

NIAT

Expense
Ratio?

0.05%
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Fee and Expense Structure

The following charts illustrate the AFCSP’s fee and expense structures for the Fidelity
Funds and Fidelity Index Funds Portfolios. The “total annual asset-based fee” illustrates
the total fees assessed against net assets annually.

Fidelity Arizona Plan Fees and Expenses

(Figure 12)
Fidelity Arizona College Savings Plan Fee and Expense Structure 12/31/16: Fidelity Funds

Total
Estimated Annual Annual
Underlying  Program Asset- Account
Fund Manager State Miscellaneous Based Maintenance
Portfolio Expenses] Fesl Fee? Feed Fee® Fees
Portfolic 20347 (Fidelity Funds) 0.84% 0.17% 0.03% MIA 1.04% MIA
Portfolic 2033 (Fidelity Funds) 0.83% 0.17% 0.03% MNIA 1.03% M/ A
Portfolic 2030 (Fidelity Funds) 0.78% 0.17% 0.03% MNIA 0.98% NI A
Portfolic 2027 (Fidelity Funds) 0.73% 0.17% 0.03% MNIA 0.93% M/ A
Portfolic 2024 (Fidelity Funds) 0.67% 0.17% 0.03% MNIA 0.87% NI A
Portfolic 2021 (Fidelity Funds) 0.61% 0.17% 0.03% MNIA 0.81% M/ A
Portfolic 2018 (Fidelity Funds) 0.55% 0.17% 0.03% MNIA 0.75% NI A
College Portfolio? (Fidelity Funds) 0.51% 0.17% 0.03% MNIA 0.71% NI A
Aggressive Growth Portfolio (Fidelity Funds) 0.83% 0.17% 0.03% MNIA 1.03% A
Moderate Growth Portfolio (Fidelity Funds) 0.73% 0.17% 0.03% M4 0.93% MNA
Conservative Portfolio (Fidelity Funds) 0.36% 0.17% 0.03% A 0.586% MIA
Meoney Market Portfolic 0.37% 0.17% 0.03% MNIA 0.57% NI A

1. The "Estimated Underlying Fund Expenses” are based on a weighted average of the expenses of the mutual funds
before reductions in which the portfolio invests as of November 1, 2016. The underlying mutual fund expense data was
from each fund's most recent financial statement.

2. The "Program Manager Fee" is the percentage of net assets paid to Fidelity for performing services for the Fidelity
Arizona Plan.

3. The "State Fee” is the percentage of net assets retained by the Trust. Fidelity pays the Trustee $10 per account
during the month an account is opened with the Trust (Mew Account Fee). This fee is paid to the Trustee by Fidelity;
the state sponsor does not deduct this New Account Fee from your account.

4. The "Miscellaneous Fee" represents any other type of fee or expense imposed by the Fidelity Arizona College
Savings Plan.

3. The "Total Annual Asset-Based Fee” illustrates the total fees assessed against net assets annually. Please refer to the
"Hypothetical $10,000 Investment Cost Chart” in the Fact Kit to review the impact of fees and expenses on a
hypothetical 310,000 investment over 1-, 3-, 5-, and 10-year periods.

6. The "Annual Account Maintenance Fee" is the annual fee deducted from an account balance each year. The Fidelity
Arizona College Savings Plan does NOT assess an annual account maintenance fee.

7. Anticipated fee and expense structure for Portfolic 2036 (Fidelity Funds) at poertfolio inception on December 14,
2016.

8. Portfolio 2015 (Fidelity Funds) assets were transferred to College Portfolio (Fidelity Funds) on December @, 2016,
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Figure 13
I(:idgelity Ar)izona College Savings Plan Fee and Expense Structure 12/31/16: Fidelity Index Funds
Total

Estimated Annual Annual
Underlying Program Asset- Account
Fund Manager State Miscellansous Based Maintenance
Paortfolio Expenses] Fesl Fee? Fest Fees Fees
Portfolic 20367 (Fidelity Index) 0.04% 0.07% 0.02% M/A 0.13% M A
Partfolic 2033 (Fidelity Index) 0.04% 0.07% 0.02% MIA 0.13% M/ A
Partfolic 2030 (Fidelity Index) 0.04% 0.07% 0.02% MIA 0.13% M A
Partfolic 2027 (Fidelity Index) 0.04% 0.07% 0.02% /A 0.13% M/ A
Partfolic 2024 (Fidelity Index) 0.06% 0.07% 0.02% MIA 0.15% M/ A
Partfolic 2021 (Fidelity Index) 0.07% 0.07% 0.02% MIA 0.16% M/ A
Partfolic 2018 (Fidelity Index) 0.08% 0.07% 0.02% MIA 017% M/ A
College Portfolio® (Fidelity Index) 0.09% 0.07% 0.02% MIA 0.18% M/ A
Aggressive Growth Portfolio (Fidelity Index) 0.03% 0.07% 0.02% A 012% A
Mederate Growth Portfolio (Fidelity Index) 0.04% 0.07% 0.02% A 0.13% MIA
Conservative Portfalio (Fidelity Index) 012% 0.07% 0.02% MNIA 0.21% M A
Intermediate Treasury Index Portfolio 0.09% 0.07% 0.02% MIA 0.18% A
Internaticnal Index Pertfolio 0.05% 0.07% 0.02% MNSA 0.14% MIA
Fidelity 500 Index Portfolio 0.02% 0.07% 0.02% MNIA 0.11% M/ A
Total Market Index Portfolic 0.02% 0.07% 0.02% MNA 0.11% M A

1. The "Estirmated Underlying Fund Expenses” are based on a weighted average of the expenses of the mutual funds
before reductions in which the pertfolio invests as of November 1, 2016. The underlying mutual fund expense data was
obtained from each fund's most recent prospectus.

2. The "Program Manager Fee" is the percentage of net assets paid to Fidelity for performing services for the Fidelity
Arizona Plan.

3. The "State Fee" is the percentage of net assets retained by the Trust. Fidelity pays the Trustee $10 per account
during the month an account is opened with the Trust (Mew Account Fee). This fee is paid to the Trustee by Fidelity;
the state sponsor does not deduct this Mew Account Fee from your account.

4. The "Miscellanecus Fee" represents any other type of fee or expense imposed by the Fidelity Arizona Plan.

5. The "Total Annual Asset-Based Fee” illustrates the total fees assessed against net assets annually. Please refer to the
“Hypothetical $10,000 Investment Cost Chart™ in the Fact Kit to review the impact of fees and expenses on a
hypothetical 510,000 investment over 1-, 3-, 5-, and 10-year periods.

6. The "Annual Account Maintenance Fee" is the annual fee deducted from an account balance each year. The Fidelity
Arizona Plan does NOT assess an annual account maintenance fee.

7. Anticipated fee and expense structure for Portfolio 2036 (Fidelity Index) at portfolio inception on December 14,
2016.

8. Portfolic 2015 (Fidelity Index) assets were transferred to College Portfolic (Fidelity Index) on December 9, 2016.
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(Figure 14)
Fidelity Arizona College Savings Plan Fee and Expense Structure 12/31/16: Multi-Firm Funds
Total

Estimated Annual Annual
Underlying  Program Asset- Account
Fund Manager State Miscellanecus Based Maintenance
Portfolio Expenses] Feel Feel Feet Fee® Feet
Portfolic 20367 (Multi-Firm) 0.85% 0.30% 0.05% A 1.20% NI A
Portfolic 2033 (Multi-Firm) 0.85% 0.30% 0.05% MIA 1.20% M/ A
Portfolic 2030 (Multi-Firm) 0.80% 0.30% 0.05% A 1.15% M/ A
Portfolic 2027 (Multi-Firm) 0.76% 0.30% 0.05% MIA 1.11% M/ A
Portfolic 2024 (Multi-Firm) 0.71% 0.30% 0.05% /A 1.06% NI A
Portfolic 2021 (Multi-Firm) 0.66% 0.30% 0.05% MIA 1.01% NI A
Portfolic 2018 (Multi-Firm) 0.60% 0.30% 0.05% /A 0.95% NI A
College Portfolio® (Multi-Firm) 0.56% 0.30% 0.05% MIA 0.91% NI A

1. The "Estimated Underlying Fund Expenses” are based on a weighted average of the expenses of the mutual funds
before reductions in which the pertfolio invests as of Movember 1, 2016. The underlying mutual fund expense data was
from each fund's most recent financial statement.

2. The "Program Manager Fee" is the percentage of net assets paid to Fidelity by the trust for performing services for
the Fidelity Arizona College Savings Plan.

3. The "State Fee" is the percentage of net assets retained by the Trust. Fidelity pays the Trustee $10 per account
during the month an account is opened with the Trust (Mew Account Fee). This fee is paid to the Trustee by Fidelity;
the state sponsor does net deduct this New Account Fee from your account.

4. The "Miscellaneous Fee" represents any other type of fee or expense imposed by the Fidelity Arizona College
Savings Plan.

3. The "Total Annual Asset-Based Fee" illustrates the total fees assessed against net assets annually. Please refer to the
"Hypothetical $10,000 Investment Cost Chart” in the Fact Kit to review the impact of fees and expenses on a
hypothetical $10,000 investment over 1-, 3-, 5-, and 10-year periods.

6. The "Annual Account Maintenance Fee" is the annual fee deducted from an account balance each year. The Fidelity
Arizona College Savings Plan does NOT assess an annual account maintenance fee.

7. Anticipated fee and expense structure for Portfolic 2036 (Multi-Firm) on December @, 2016.

8. Portfolic 2015 {Multi-Firm) assets were transferred to College Portfolio (Mulb-Firm) on December @, 2014,
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(Figure 15)
Fidelity Arizona College Savings Plan Fee and Expense Structure 12/31/16: Bank Deposit Portfolio
Estimated Annual
Underlying Program Total Annual Account
Fund Manager Miscellaneous Asset-Based Maintenance
Portfolio Expenses] Feel State Fesd Fee® Fees Fees
Bank Depaosit Portfelio 0.00%-0.40% 0.00%-0.05% 0.03% M/A - 0.05%-0.50% MIA

1. The "Bank Administration Fee® is the fee paid to Fidelity for the performance of administrative services related to the
Bank Deposit Portfolio. The fee is a daily charge against the net assets of the Bank Deposit Portfolio at an annual rate of
0.00%:-0.40% depending on the daily Federal Funds Target Rate and is as fellows: (a) 0.00% if the Federal Funds Target
Rate is 0.00% to < 0.30%; (b) 0.20% if the Federal Funds Target Rate is 0.30% to < 0.75%; and (c) 0.40% if the Federal
Funds Target Rate is 0.75+.

2. The "Program Manager Fee" is the percentage of net assets paid to Fidelity by the Trust for performing services for
the Fidelity Arizona Plan. The fee is a daily charge against the net assets of the Bank Deposit Portfolio at an annual rate
of 0.00% to 0.05% depending on the daily Federal Funds Target Rate and is as follows: (a) 0.00% if the Federal Funds
Target Rate is 0.00% to = 0.50%; (b) 0.05% if the Federal Funds Target Rate i1s 0.50% to < 0.73%; and (c) 0.05% if the
Federal Funds Target Rate is 0.75%+.

3. The "State Fee” is the percentage of net assets retained by the Trust. Fidelity pays the Trustee $10 per account
during the meonth an account is opened with the Trust (Mew Account Fee). This fee is paid to the Trustee by Fidelity;
the state sponsor does not deduct this New Account Fee from your account.

4. The "Miscellaneous Fee" represents any other type of fee or expense imposed by the Fidelity Anzona College
Savings Plan.

3. The "Total Annual Asset-Based Fee” illustrates the total fees assessed against net assets annually. This fee will range
between 0.05% to 0.50% depending on the daily Federal Funds Target Rate, as described above in footnote 1 and 3.
Please refer to the "Hypothetical $10,000 Investment Cost Chart” in the Fact Kit to review the impact of fees and
expenses on a hypothetical $10,000 investment over 1-, 3-, 5-, and 10-year pericds.

6. The "Annual Account Maintenance Fee" is the annual fee deducted from an account balance each year. The Fidelity
Arizona College Savings Plan does MOT assess an annual account maintenance fee.

C. WADDELL & REED, INC.

Corporate Description

Founded in 1937, Waddell & Reed is one of the oldest mutual fund companies in the
United States. Waddell & Reed provides personal comprehensive financial planning
and investment products delivered to investors through financial advisors located across
the country. The Arizona Family College Savings Program is the only 529 program that
Waddell & Reed represents and it is therefore sold by their advisors across the nation.

In 2012 Waddell & Reed decided to capitalize on the remarkable success of lvy Funds,
and changed their plan name to Ivy Funds InvestEd 529 Plan. As expected, the lvy
Funds name recognition has made the product more recognizable to the public. In
2016, Waddell & Reed rebranded with a new logo and further simplified their plan name
to Ivy InvestEd 529 Plan.

30



ARIZONA COMMISSION FOR POSTSECONDARY EDUCATION

Investment Options

The Ivy InvestEd 529 Plan (InvestEd Plan) is offered by Waddell & Reed as part of the
Arizona Family College Savings Program. The InvestEd Plan offers multiple investment
options, including:

1) Three Age-Based Portfolios (Waddell & Reed Advisors Funds family)
2) Three Static Portfolios (Waddell & Reed Advisors Funds family)
3) Sixteen Individual Fund Portfolios (lvy Funds family)

A plan participant may select an Age-Based Portfolio, a Static Portfolio, an Individual
Fund Portfolio, or a combination of these options.

Age-Based Portfolios

The Age-Based Portfolios are based on a beneficiary's college time horizon and seek
an appropriate level of investment risk for the planned number of years prior to college
attendance. Organized as a “fund of funds”, the Age-Based Portfolios diversify
investments across a variety of mutual funds within the Waddell & Reed Advisors Funds
family. The Age-Based Portfolios consist of the Growth Portfolio (ages 0 through 8), the
Balanced Portfolio (ages 9 through 15), and the Conservative Portfolio (ages 16 and
older). Each portfolio is a series of lvy InvestEd Plan Portfolios.

Static Portfolios

The Static Portfolios option offers three actively managed portfolios that allow the
investor to select an investment portfolio based on risk tolerance, whether it be growth,
balanced or conservative. Unlike the Age-Based Portfolios, an investment in a Static
Portfolio will not automatically change as the beneficiary grows older.

A graphic representation of both the Age-Based and Static Portfolios follows.
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(Figure 16) Ivy InvestEd 529 Plan Age-Based and Static Portfolios

Aged-Based & Static Portfolios Bond & Income Producing
GROWTH PORTFOLIO BALANCED PORTFOLIO CONSERVATIVE PORTFOLIO
0-8 YEARS OLD 9-15YEARS OLD 16+ YEARS OLD
65 - 100% equity funds 40 - 75% equity funds 0 - 40% equity funds
0 - 35% bond & income-producing 25 - 60% bond & income-producing 60 - 100% bond & income-producing
The range of Growth Portfolio net The range of Balanced Portfolio net The range far the Conservative
assets invested in egquity funds will be assets invested in equity funds will be Portfolio net assets invested in eguity
from 65% to 100%; comespondingly, from 40% to 75%; correspondingly, the funds will be from 0% to 40%;
the range of net assets invested in range of net assets invested in bond correspondingly, the range of net
bond and income-producing funds will and income-producing funds will be assets invested in bond and income-
be from 35% to 0%. from 25% to 60%. producing funds will be from 60% to
100%.

Individual Fund Portfolios - Ivy Funds

In addition to the three Age-Based portfolios, the InvestEd Plan offers individual mutual
funds from the lvy Funds family. These mutual funds give financial advisors and plan
participants more choice and pricing flexibility. The offered funds include domestic and
international equity funds, specialty funds, and fixed-income funds offered through a
combination of investment managers. The following is a list of the mutual fund options
offered through the Ivy Funds family:

Ivy Asset Strategy Fund vy Global Income Allocation Fund vy Large Cap Growth Fund

Ivy Bond Fund Ilvy Global Natural Resources Fund Ivy Limited-Term Bond Fund
Ivy Core Equity Fund lvy Government Money Market Fund lvy Mid Cap Growth Fund

Ivy Cundill Global Value Fund vy High Income Fund lvy Real Estate Securities Fund
Ivy Dividend Opportunities Fund Ivy International Core Equity Fund vy Science & Technology Fund

lvy Small Cap Growth Fund
For a list of Waddell & Reed’s InvestEd Plan portfolio allocations refer to Appendix C.

Provider Results (Investment Results and Plan Growth)

In 2016, the Waddell & Reed InvestEd Plan delivered mostly modest positive returns
although many portfolios trailed their benchmark indexes with a small handful of
portfolios outperforming their corresponding bond or equities benchmark. Both the
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equity and fixed income markets experienced volatility during 2016. The S&P 500 index
declined almost 10% to start the year, but ended the year climbing higher after volatility
surrounding the election process while bond yields declined through mid-year then
began rebounding in the third quarter, moving market yields to close the year slightly
higher than they began. In terms of its contribution to the AFCSP, Waddell & Reed
realized a 2.7% decrease in the number of funded accounts from 2015 to 2016. By the
end of 2016, InvestEd Plan assets under management had decreased by 0.3% from the
previous year to $565 million. The InvestEd Plan realized an average account retention
rate of 95% and an average assets-under-management retention rate of 96% for 2016.
Similar to Fidelity Investments, these high retention rates signify that Waddell & Reed is
providing the quality of products and services its clientele are seeking and is able to
retain investors in the AFCSP.

For 2016, indicative of other mutual fund companies in the industry, the InvestEd Plan
rate of return on investments ranged anywhere from 24.37% for Ivy Global Natural
Resources Fund, inclusive of sales load, to a -5.41% in the lvy Asset Strategy Fund,
inclusive of sales load. Figure 17 illustrates the InvestEd Plan’s 1-Year, 3-Year, 5-Year,
10-Year and Life of Portfolio performances for the AFCSP year ending September 30,
2016. Waddell & Reed continues to actively seek affiliate agreements with other
investment firms to expand its marketing capacity beyond the Waddell & Reed advisor
network.
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(Figure 17) Waddell & Reed InvestEd 529 Plan Average Annual Returns

Average Annual Total Returns as of September 30, 2016*°

Including Sales Charges® Excluding Sales Charges
Investment Option 2::;: 3;; T\‘i'ller‘:\rEl ‘lf;l:r ‘I:gr Inu?!:ai?:un Inc;;?" ,:,];:; ‘['Ier;;! Y;Er HT’.:;r Ini';f:n Inc[.)a;:-lic-n
Return | Refurn | Refum Retun | Retum | Retum N
Age-Based®
and Static Option
nvestEd Growth A |190% | 347% | o4o% | Smaw | e4r% | w0t | s22% | S54% | w0m0% | 645% | 689% | o
nvestEd Balanced A [13zw | 27m | 74e% | 482% | s2o% | wovot | 753w | 475% | B73% | S24% | sETR | oo
nvestEd Conservative A | 1s0% | 1osw | 442w | 435w | 3ovn | wom | eom | 343% | s34n | 480% | 427% | sevm
Individual Options
Domestic Equity
hy Care Exuity E |44om | coow [weex| — | cerw | amor |10ms% | 7iom | reoem | — 3% | 42007
by Dividend Opportuniies| E | 426% | 440% | nsow | — | 3saw | 4207 | 1060w | sdon | w2Ezx | — | 440w | a7
hy Large Cap Growth E |zamn| esow [zeow| — | 7zew | amor | o7ew | toeew | wamw | — 703% | 42107
Iy Mid Cap Growth E | zte% | 260w |o7sm | — | esow | amor | os4n | 4ean | zomw | — 752% | 4207
hry Small Cap Growth E |ssaw| zem |1zmew | — | 7erw | w20 | 1202w | seem | w2an | — | moon | w07
Fixed Income
by Bond E |-ozow| z10m | 25ew [ — amn | 4207 | s | 4aw | 3mm | — I7e% | 42007
mwof;;' ;;"{T::’“ E |ooz%| oozw | oozx | — | oesw | 4207 | ooz% | oo2% | oo2% | — 065% | 42/07
hy High Income E |oswx| ovew |soox | — | essw | azor | emaw | 278w | 7zew | — 7O | 42107
Wy Limited-Term Bond E |ouwmw | o7ew |omex | — | zosw | wzor | 276w | 1sem | 134w — 32M | 4207
Global/International
hy Cundill Global Value E | 44m | s20% | sexx | — | -mosw | 4207 | 457w | -340% | eE8% | — | 058% | 42/07
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Specialty
Iy Asset Strategy E | 723w | -amew | qgmw | — amn | 4207 | 457% | 200% | 57w | — | 47ew | azor
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Updated performance Information ks avallable cnline at Myimvestmants.com

? The performance data shown represents past performance. Past performance 1s not a guarantee of future results. Investment retums and principal value wil fluduate, so that
Inversiors’ shares, when sold, may be worth more or less than their original cost. Curment performanca may be lower or higher than the perfiormance data cited.

3 4320 account malntenance feo ks not Induded In the calculations.

* Assumes the maximum sales load charged for each applicable share dass. Assumes a complete redemption at the end of the reporiad
perods and the deduction of all nonrecuring charges deducied &t the end of each period.

5 Assols nvestad In applicable portfolios on behalf of particular beneficianies are automaticaly transfermed o another portfolio when beneficlaries reach a spaciiad age, and may
nat remain ineesiad In the refierencad portfiolio for a portion of the panod reported in the pedormance chart

In late October 2016, Morningstar issued its annual 529 plan ratings and again gave
Waddell & Reed an overall negative rating. Morningstar rated the categories of
Performance, People and Price as neutral, but rated the categories of Process and
Parent category as negative. Process received a negative rating based on the plan
having only three age-based portfolios, leading to large asset-allocation changes. In the
Parent category, Morningstar cited several reasons for the poor rating including a lack
of investment in its fixed-income resources, continued concerns regarding recent
portfolio manager turnover and lingering concerns about Arizona’s disengagement and
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lack of plan oversight. Morningstar did comment on a positive change at the firm,
praising a newly appointed CEO who has implemented sensible changes which include
hiring a chief risk officer and appointing a dedicated director of research. The reviewer
noted that while these are steps in the right direction, it was too early to judge a
turnaround. At the November 3, 2016 Oversight Committee meeting, the committee
requested that Waddell & Reed submit a performance improvement plan in response to
the negative evaluation. Commission members also shared their concerns over the
Morningstar review during the November 8, 2016 Commission meeting. Waddell &
Reed management delivered a multi-faceted improvement plan to address
Morningstar's concerns at both the January 26™ Oversight Committee meeting and the
February 8" Commission meeting. Proposed steps for improvement were discussed
thoroughly among committee members and the Commissioners to their satisfaction.
Capital Cities has also evaluated the proposed plan to improve communications with
Morningstar, implement four more age-based portfolios to improve the rate of capital
preservation during asset allocation changes, and begin offering less expensive index
fund options and will assist the with monitoring the implementation process.

In contrast, vy Investments continues to have a positive showing in Barron’s annual
ranking of the “Best Mutual Fund Families”. Ivy Investments ranked number 3 over the
past ten years, out of 53 firms. The strong performance of vy Investments as a Fund
Family has appeared in the top five on the 10-year ranking since 2010. Additionally,
according to Savingforcollege.com in its most recent quarterly review, Ivy InvestEd 529
Plan, the largest 529 plan sponsored by Arizona, was hamed the eighth best performing
advisor-sold 529 plan during the five-year period ended December 31, 2016, out of 26
plans. The Barron’s and Savingforcollege.com ranking reports follow on the next two
pages.
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Barron’s Best Mutual Fund Families 2016

10-Year Ranking: Pimco Again, Plus Strong Showings from MFS

The 10-year ranking shows more consistency; Pimco was No. 1 last year, as well, and MFS was No. 2. AMG slipped just two spots, making room for little-
known RidgeWorth Funds, which oversees $40 billion. Manning & Napier holds steady at the bottom on both our five- and 10-year lists, as it did last year.

Weighted Weighted Weighted

Rank Family Score Rank Family Score Rank Family Score
1. Pimco 86.92 19. Lord Abbett 61.97 37. BNY Mellon/Dreyfus 51.86
2. MFS Investment Management 79.917 20. Franklin Templeton Investments 61.02 38. Thrivent Financial 51.62

i 3. lvy Investment Management 76.67 21. American Funds 60.94 39. Goldman Sachs Asset Management 51.07
i 4. RidgeWorth Funds 76.60 22. Hartford Funds 60.17 40. OppenheimerFunds 50.61
5. Affiliated Managers Group 74.42 23. MainStay Funds 59.92 41. Putnam Investment Management 50.36
6. J.P. MorganAsset Management 74.25 24. Fidelity Management & Research 59.43 42. Foresters Investment Management 50.19
7. T. Rowe Price 73.19 25. Eaton Vance 59.12 43. Northern Trust Investments 49.86
8. John Hancock [72.80 26. Dimensional Fund Advisors 58.03 44. USAA Asset Management 47.60
9. Vanguard Group 71.84 27. Virtus Investment Partners 57.68 45. Pioneer Investment Management 47.57
10. Invesco 69.78 28. Principal Management 57.60 46. Federated Investors 45.59
11. Nuveen Fund Advisors 68.19 29. American Century Investment Mgmt 57.35 47. Nationwide Fund Advisors 45.04
12. Wells Fargo Funds Management 67.78 30. State Street Bank & Trust 57.25 48. UBS Asset Management 42.94
13. Waddell & Reed Investment Mgmt  67.31 31. Charles Schwab Investment Mgmt  56.84 49. Russell Investments 39.64
14. Delaware Management 67.01 32. Legg Mason 55.91 50. State Farm Investment Mgmt 39.13
15. Columbia Threadneedle Investments 65.02 33. PNC Funds 54.45 51. SEl Investments 38.05
16. Prudential Investments 63.58 34. Guggenheim Investments 53.59 52. Deutsche Asset & Wealth Mgmt 37.44
17. BlackRock 62.58 35. Victory Capital Management 53.13 53. Manning & Napier Advisors 30.36

18. TIAA 62.55 36. AllianceBernstein 53.12

Source: http://online.wsj.com/public/resources/documents/FundFamilies5And10YearRanking.pdf
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Plan Composite Performance Rankings as of December 31, 2016

Sa"fingfﬁmn"em.mm Advisor sold 529 Plans

Ranked by 5 Yr performance including max sales charges (Class A)

The Savingforcollege.com Plan Composite Rankings are derived using the plans relevant portfolio performance in seven unique

assel allocation categories. The asset allocation categories used are 100% Equity, 80% Equity, 60% Equity, 40% Equity, 20%

Equity, 100% Fixed, and 100% Short Term. The plan composite ranking is determined by the average of its performance score in

the seven cate gores.

Performance
Rank Plan Score
| Nevada: Putnam 529 for America 33.49
2 District of Columbia: DC 529 College Savings Program (Advisor-sold) 34.26
3 Colorado: Scholars Choice College Savings Program 50.20
4 South Carolina: Future Scholar 529 College Savings Plan (Advisor-sold) 51.83
5 Virginia: CollegeAmerica 56.26
5] Maine: NextGen College Investing Plan — Chent Select Senes 59.06
7 Indiana: CollegeChoice Advisor 529 Savings Plan 61.30
8 Arizona: Ivy InvestEd 529 Plan 67.11
9 Nebraska: Nebraska Education Savings Trust- Advisor College Savings Plan 67.60
10 INinois: Bright Directions College Savings Program 68.07
11 New Mexico: Scholar'sEdge 68.44
12 New Jersey: Franklin Templeton 529 College Savings Plan 69.90
13 West Virginia: The Hartford SMARTS29 70.25
14 New Hampshire: Fidelity Advisor 529 Plan T0.89
15 Oregon: MFS 529 Savings Plan 71.49
16 Ohio: BlackRock CollegeAdvantage Advisor 529 Plan 72.74
17 Alaska: John Hancock Freedom 529 74.16
18 Connecticut: Connecticut Higher Education Trust (CHET) -- Advisor Plan 75.06
19 Oklahoma: Oklahoma Dream 529 Plan 79.13
20 Michigan: MI 529 Advisor Plan 81.08
21 INinois: Bright Start College Savings Program - Advisor-sold Plan §1.27
22 Kansas: Leamning (Quest Advisor B1.78
23 Nebraska: State Farm College Savings Plan 82.64
24 Alabama: CollegeCounts 529 Fund Advisor Plan 83.26
25 Texas: Lonestar 529 Plan 54.74
26 South Dakota: CollegeAccess 529 (Advisor-sold) 84.76
Arkansas: iShares 529 Plan NA
- lowa: IAdvisor 529 Plan NA
- Nevada: Wealthfront 529 College Savings Plan NA
- New York: New York's 529 Advisor-Guided College Savings Plan NA
- Ehode Island: CollegeBound 529 (Advisor-sold) MNA
- Wisconsin: Tomorrow's Scholar 529 Plan MNA

NA = Not Applicable = Program does not have at least one portfolio with sufficiently-long performance in a mimimum of four

asset allocation categories under our ranking model.

The performance data underlying these rankings represents past performance and is not a guarantee of future performance.
Current performance may be lower or higher than the performance data used. A plan porifolio's investment return and principal
value will fluctuate so that an investor's shares or units when redeemed may be worth more or less than their origimal cost.
Investors should carefully consider plan investment goals, risks. charges and expenses. by obtaining and reading the plan's official
program description before investing. Investors should also consider whether their of their beneficiary's home state offers any tax

or other benefits that are available for investments only in such state's 529 plan.

Brokers please note: For internal use only and not for use with or to be shown to the investing public.

Dasclaimer: Savingforcollege.com shall not be liable for any errors or omissions in this report. Users should rely on official

program disclosures.
Copyright © 2017 Saving For College. LLC

Updated 2-10-17
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Fee and Expense Structure

Figure 18 illustrates the InvestEd Plan’s fee and expense structure for the Age-Based,
Static, and Individual portfolios through Ivy Investments. For 2016, the InvestEd Plan’s
total annual asset-based fees for the Age-Based and Static portfolios range from 0.85%
for the InvestEd Conservative portfolio to 1.13% for the InvestEd growth portfolio. The
InvestEd Plan’s Individual portfolios fee and expense structures ranged from 0.67% for
the lvy Government Money Market Fund to 1.45% for the lvy Real Estate Securities
Fund. For a list of Waddell & Reed’s Ivy Funds InvestEd sales charge structure refer to

Appendix D.

(Figure 18) Waddell & Reed InvestEd Fee and Expense Structure

Fees and Expenses

ADDITIONAL INVESTOR
ANNUAL ASSET-BASED FEE EXPENSE
imvestment Options Eiﬁmat?d Program Annual Total Annual Maximum Annual
Underlying State o Sales
Eund Ma::ger Fos? D|5t'|:'|eb;.;tmn ﬂss;:l;sed Charge ﬂ-i:c:;nt
Expense’ {load)®

Age-Based and Static Portfolios
nvestEd Growth 0.88% MNone Mone 0.25%. 113% BI5% $20
nvestEd Balanced 077 % MNone Mone 0.25% 1.02% 5.75% 520
nvestEd Conservative 0.e0% MNone Mone 0.25% 0.85% 425% $20
Individual Portfolics
Diomestic Equity
hy Core Equity 0.88% MNone Mone 0.25% 113% ETE% $20
vy Dividend Opportunities 0.88% MNone Mane 0.256% 113% BE75% $20
vy Large Cap Growth 0.90% MNone Mone 0.256% 115% E75% $20
vy Mid Cap Growth 1.05% MNone Mone 025% 130% ETE% $20
vy Small Cap Growth 118% MNone Mane 0.256% 143% BE75% $20
Fixed Income
wy Bond 0.80% None Maone 025% 1.05% E75% $20
vy Govemment 067T% Mone Mone Mone 0ET% Maone $20
Money Market Fund
vy High Income Fund 0.94% MNone Mane 0.256% 1.19% BE75% $20
hvy Limited-Term Bond 0.73% MNone Mone 0.25% 0.98% 250% $20
Globalintermational
by Cundill Global Value 1065 MNane Mane 0.256% 131% BE75% $20
by Global Income Allocation 1.08% MNone Mone 0.25% 133% E75% $20
by Imtemational Core Equity 1.0:6% Mane Mane 0.256% 13t E75% $20
Specialty Funds
hy Asset Strategy 0.75% MNane Mane 0.25% 1.00% E75% $20
vy Global Matural Resources 1.02% MNone Mone 0.25% 127% ETE% $20
vy Real Estate Securities 120% MNane Mane 0.26% 145% BE75% $20
vy Science and Technology 1.05% MNane Mane 0.25% 1.30% E75% $20
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TFor the InvestEd Growth, InvestEd Balanced and InvestEd Consenvative Portfolios, the Portfolio will indirectly bear a pro rata share of the fees and expenses of each undertying
fund in which it invests. This table above shows the Portfolio’s indirect expense from investing in the underlying funds based on the allocation of the Pertfolio’s assets among the
underlying funds during the Portfolio’s last fiscal year. This expense may be higher or lower over time depending on the allocation of the Portfolio’s assets among the underlying
funds and the actual expenses of the underlying funds. The Total Annual Asset-Based Fee ratio shown in this table does not comelate to the expense ratio shown in the Financial
Highlights table of the Prospectus because that ratio does not include the Acquired Fund Fees and Expenses [Underfying Funds). Fees and expenses are subject to change at any
time.

Mo state fee i charged to account owners. Waddell & Reed pays to the ACPE a $10 application fee for each by InvestEd 529 Plan account that is opened to be used to offsat

administrative costs associated with the Trust. Waddell & Reed also pays a fee to the ACPE based upon a percentage of the average value of the assefs invested in vy InvestEd
529 Plan accounts opened on or after November 18, 2006, at an annual rate of 0.15% for vy InvestEd 529 Plan assets invested in InvestEd Portfolios, and 0.10% on the first $100

million of assets and 0.05% thereafter for lvy Investbd 529 Plan assets invested in the lvy Funds. The fee is subject to annual negotiations between Waddell & Reed and the
Trustee. These fees are paid to the ACPE by Waddell & Reed and are not directly paid by the account owner.

*The annual distribution fee is the distribution and service (12b-1) fee assessed on the shares of InvestEd Portfolios and vy Funds that are included in an by Invested 529 Plan
account. A T2b-1 fee is not assessed on the undertying mutual funds included in the Age-Based or Static Portfolios.

*Total annual asset-based fees are assessed against assets over the course of the year and does not include sales charges, annual account maintenance fee, or enrollment fees.
To see the total cost assodated with the investment, please see the table below. Through July 31, 2017,
Iwy Distributors, Inc. (IDI) the hy Funds’ distributor, and Waddell & Reed Senvices Company, deing business as W1 Services Company (WISC) the Ivy Funds’ transfer agent, have
contractually agreed to reimburse each of the individual porifolios sufficient 12b-1 andior shareholder senvicing fees to cap the expenses for Class E shares at the specified
ameounts. Prior to that date, the expense limitation may not be terminated by IFDI, WISC or the Board of Trustees. Waivers during future periods are subject to the discretion of DI
and WISC.

*The chart on page 16 shows the breakpoint amount for sales charges of shares.

Note: Page number listed in footnotes can be found in the October 2016 Ivy InvestEd 529 Plan Program Overview.
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Conclusion

This report reflects the actions taken by the ACPE Commissioners and Oversight
Committee to strengthen and maintain the Arizona Family College Savings Program for
the benefit of families. Advancement of the Arizona Family College Savings program in
2016 included account maintenance fee waivers, reduced mutual fund expense fees,
improved public awareness, and ensuring the integrity of the Program through the
addition of an independent investment consultant, diligent oversight of program
manager contracts, compliance with industry regulatory requirements, and execution of
a rigorous annual provider review.

This year saw both progress and challenges. While Fidelity Investments was upgraded
to a Bronze rating in recognition of its tactical asset-allocation approach and reduced
fees, all providers were challenged by an unpredictable election-year market, and a
negative rating continued to plague Waddell & Reed. In response to the unfavorable
evaluation received in October 2016 from Morningstar, one of two national evaluators of
529 plans, the Commission staff and the Oversight Committee are working closely with
Capital Cities, the new independent investment consultant, as well as with program
partner Waddell & Reed to develop an improved advisor-sold program investment menu
and closely monitor its improvement plan implementation. Despite market instability,
plan assets continued to increase in 2016 with a modest amount of new Arizona 529
plan accounts being opened in addition to healthy investment performance gains in the
market at year end. Providing flexible initial terms within a seven-year contract for all
three program providers allows the AFCSP to achieve an operational stability that
should endure for the upcoming years. Furthermore, the program managers have
continued to strengthen the 529 plan by reducing expenses to the program and
providing resources to improve investor knowledge.

All aspects of administration of the Arizona Family College Savings Program (AFCSP)
continue to progress. For example, as the program has matured we are able to support
more public awareness activities and events to encourage Arizona families to save for
college. Promotions of 529 Day, College Savings Month, Gift Giving Season and the
broad digital reach of social media continue to make inroads into educating the public
regarding the benefits of the 529 savings plan. The Oversight Committee is focused on
continued program improvement in order to make the AFCSP one of the leading plans
in the nation.

Results of these improvements are supported by Arizona families in a June 2016 survey
by Fidelity Investments. Fidelity Investments collects this information regarding college
savings behavior through their Annual College Savings Indicator Study and provides the
results of this research to the Commission. This report found that saving for college has
moved up and is now a parent’'s second priority, behind saving for retirement.
Additional good news is that the number of parents savings and planning is at an all-
time high with 64 percent of Arizona parents surveyed stating they have started saving
for college, up from 55 percent in 2006. According to the study, the typical Arizona
family is currently on track to meet 29 percent of their college savings goal which is
similar to 29 percent nationally. Parents reported saving a median of $2,000 last year
for their children’s college education, compared to 2006, when parents reported saving
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a median of $1,500 during the previous year. Seventy-four percent of respondents who
are saving say they are putting away $200 per month. On average, parents report that
their child was 5.6 years old when they started to save for their college. This year 33
percent of the Arizona parents reported they are saving in a dedicated 529 college
savings plan, almost 93 percent of these families have either increased their annual
contributions or continued to save at the same rate over the past 12 months. What is
more, 26 percent of Arizona parents have asked family and friends to consider gifting to
college savings accounts in lieu of traditional gifts at birthdays or other holidays, to help
reach their college goals.

In conclusion, since its inception in 1999, the Arizona Family College Savings Program
has judiciously implemented improvements designed to position the Program
competitively in the 529 plan landscape. Key to this progress has been the valuable
contributions of the Oversight Committee along with the stewardship exhibited by the
ACPE Commissioners. Both the Governor’'s support and actions taken by the Arizona
State Legislature have been critical to the success of the program. These actions have
included legislation establishing the Arizona Family College Savings Program Trust
Fund in 2004, strengthening the AFCSP Oversight Committee membership, providing
Arizona residents the benefits of a tax-incentive in early 2008, extending the tax benefit
into perpetuity and the increase of this tax benefit in 2013.

The ACPE Commissioners and staff will continue to identify improvements and support
initiatives that will lead to the AFSCP mission of educating and assisting Arizona
families financially prepare for postsecondary education by providing quality college
savings choices. To request a copy of the Arizona Family College Savings Program’s
Annual Report please send an email to acpe@azhighered.gov.
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APPENDIX A: FIDELITY ARIZONA COLLEGE SAVINGS PLAN PORTFOLIO - ASSET ALLOCATIONS

Fidelity Funds Asset Allocations

Fund Hame “:::' Gﬂmlb em::::olb ':°P':;"fo'l'it:' Callege portialia | portfclio 2018 | Portialio 2021 | Portfolio 2024 | Portfolio 2027 | Portfolio 2030 | Portfolio 2033 | Portfolio 2036
Syralicl (Fidelity Funds) | (Fidelity Funds) | (Fidelity Funds) (Fidelity Funds) | (Fidelity Funds) | (Fidelity Funds) | (Fidelity Funds) | (Fidelity Funds) | (Fidelity Funds) | (Fidelity Funds) | (Fidelity Funds)®

(Aszet Class: US Equity Funds 69.13 47.71 01.00| 1288 1817 2729 35.96 4484 53.68

Fidelity Blue Chip Srowth Fund| FEGRX 6| 4.28] [y 115 LE3 245 322 4.02 451

Figelity Contrafund| FCNTX AL 2.87) Lilks] 0.78 1.08 217 30 323

Fielity Equity Dividend Income Funa|  FEQITX A48 3.34 Q| [ 1.8 255 ERE 380

Fidelity Equity-Income: Fund FEGIX 1331 5.15] [y 248 50 326 6592 1034

Fidelity Growth Company Fund|  FDGRX AEG .11 L 1565 233 343 4.0 687

Fidelity Larme Cop Stock Fund|  FLCSX G5 4,54 Q| 124 175 2863 EETH 517

Fielity Low Priced Shodk Fund FLPSX 245 .38 [l 054 0.81 L35 L&) 268

Fidelity Mega Cap Stock Fund|  FGRTX 452 .40 [y 032 130 1.95 236 382

Fidelity Fiaal Extate imvestment Portfoio|  FRESE .67 Q| 018 035 0,38 0.50) a7s

Fielity Stock Selector All Cap Fund FOSSX B.52 [l 250 .85 E42 259

Fidelity Stock Selector Small Cap Fund| FDSCX 232 [y ] 133 LT3 262

Asset Class: Mon-US Developed Equity Funds 1491 0.00| 430 515% 11.97 17.66

Fidelty Canada Fund|  FICOX 141 )| 042 oaa 110 1,35 1564

Fidelity Diversified International Fund FDIVX 675 [illki] 154 4185 544 (] 201
Fidelity Overseas Fund|  FOSFX 675 0.0 134 4.15 543
(Asset Class: Emerging Markets Equity Funds 582 0,00 442 631 7.27
Fidelity Emerging Markets Equity Fund| _ FEMKN 582 00 443 = 7.27|
(Asset Class: Commaodities 106 0.00) 171 173 173
Fidelity Series Commodity Ll’:l'.l:i_:}'l‘Lﬂ:l FCSSX 1_;;-_-| | ],_r'|,| 1 .'|| i ,;l
(Asset Class: US High Yield Bonds Funds 417 1.9%| 2.40 140 241
Idclit}'llighlrcmehﬂ:l SPHIX q_],.'l 159 .J,/.;,;l ,_qL-l .--ul
Asset Class: Emerging Market Bonds Funds 044 0.45| 067 068 0.65
Fidelity New Markets Income H.1|:| FHMIX ::.WI 045 u;:.-’l L-.'_-ul L-u;l
Asset Class: Real Estate Income g7 0.51] 0.47 047 0.48
Fidelity Feal Estate Income |-|.1I:| FRIFX]| 0.5 -'I 051 U.-’--'l 04 | L'-lol
Asset Class: US Leveraged Loans 103 0.52] 0.26 026 0.26
Fidelity Floating Rate High Income H.1|:| FFRHA 'L.;.'Jl 052 U.th L'..'bl Luol
Asset Class: US Investment Grade Bonds Funds 2339 44096 2166 3628 30.1%
Fide ity Corporate: Bond Fund| 138 237 305 209 173
Figeity Monzage Securities Fund)  FMEFX 114 1= 258 LI& 145
Fidelity Government Inome Fund|  FGOVE 5.01 BET] 1115 750 631
Fidelity rvestment Grade Bond Fund|  FBNDX [ilki) 10.76 1584 1810 1430 1238
Fidelity Total Bon Funa|  FTEFX Q) 5.10 12 3 T
(Asset Class: US TIPS .00 051 0.50) 200
Fielity inflstion-Frotected Bondl Fund|  FINPX [iI) 0.51 Q50| 200
Asset Class: US Short Term 0.00 000 55.07) 7.10
Fidelity Institutional Money Mark: FREX 0K 1580 B0 462
Fidaiity Short-Term Bon Fu FSHEX .00 198 434 248
104000 104000 1 100.00

asset allacation it subject to change without notice. ® Portfclio 2036 estimated positioning.
The Fidelity Arizona College Savings Plan is not insured by the state of Arizona or Fidelity Investments and neither the principal deposited nor the investment retur is guaranteed by the state of Arizona or Fidelity Investments.

The Fidelity Arizona College Savings Plan is offered by the Arizona Commission for Postsecondary Education and managed by Fidelity ¥ you or the desi iary is mot an Arizona resident, you may want to consider, bafore
investing, whether your state or the benaficiary's home state offers its residents 3 plan with alternate state tax advantages o other banefits.

Uniits of the Portfolios are municipal securities and may be subject to market volatility and fluctuation.
Please earefully consider the plan's investment objectives, risks, charges and expenses before investing. For this and sther information on ny $28 College Savings Plan managed by Fidelity, contact Fidelity for 3 free Fact Kit, or view the 52 Fact kit

online. Read it carefully before you invest o send money.
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APPENDIX A: FIDELITY ARIZONA COLLEGE SAVINGS PLAN PORTFOLIO - ASSET ALLOCATIONS

Index Funds Asset Allocations

529 A7 FIDELITY INDEX FUNDS: 11/01/2016

ot e - ol S College Portfolio | Portfolio 2018 | Portfolio 2021 | Portfolio 2024 | Portfolio 2027 | Portfolio 2030 | Portfolio 2033 | Portfolio 2036
Fund Mame . _ ege o o o o o o o o
B e e o [Fidelity Index) | (Fidelity Index) | (Fidelity Index) | (Fidelity Index) | (Fidelity Index) | (Fidelity Index) | [Fidelity Index) | (Fidelity Index)*
Symbol | (Fidelity Index) | (Fidelity Index) | (Fidelity Index)
[Bsset Claze: US Equity Funds 5948 751 00| 1285 17.52 7705 35.60 2408 S264 5116 5.10]
Figelity Total Marvet ingex Funa|  FSKAX 5848 a7.51] 0.00] 1255] 1732 27.05] 35.60] an0] 5264] 5118] £5.10)
[Asset Class: Non-US Developed Equity Funds 3010 2097 0.00] 597 8.17 1210 15.82 19.50 2371 26.91 2a.50|
Fidesty Intzmations! indea Fun| _ FSESX 3020] 2037 .00 5.57] £17] 1210] 1582 10 50] 77| 25391 25.50]
[Bsset Class: Commaodities 141 131 0.00| 104 1.06 108 117 127 132 141 40|
Figeity Series Commodity strategy Funa]  FC55X L41] 131] [ | 104] 106] L8] 117] 127] 133 L41] Lao)
[Asset Class: US Investment Grade Bonds Funds 0.00 30.20 25.00| 50.08 50.26 1192 3877 33.08 2283 10.51 5.00]
Figelity 3 Bong ingex Fung| _ FXMAX 0op| 3020] 45.00) S0.08] 5026 4452 38.77| 33.08] 2283 1051 |
[Asset Class: US Short Term 0.00 0.00 55.00] 30.06 22.60 .64 2.08 0.00 0.00 0.00)
Fieaity Institutionsl Money Market]  FRGIK oo 0.00] s5.00] 3008] 2260] 14.86] 6] 2.08] 0.00] .00 .00}
[ 100.00] 100.00] 100.00] 100.00] 100.00] 100.00] 100.00] 100.00] 100.00] 100.00] 100.00]
Asset allocation is subject to change withaut natice.* Portfolio 2036 estimated positioning.
The Fidelity Arizona College Savings Plan is not insured by the state of Arizona or Fidelity Imrestments and neither the principal depasited nor the i return is g by the state of Arizona or Fidelity Investments.
The Fidelity Arizana College Savings Plan is offered by the Arizona Commission for dary Education and manzged by Fidelity . If you or the desig iary is not an Arizona resident, you may want to consider, before
investing, whether your state or the beneficiary's home state affers its residents  plan with alternate state tax advantages or other benefits.

Units of the Portfolios are municipal securities and may be subject to market wolatility and fluctuation.

Please carefully consider the plan's investment objectives, risks, charges and expenses befare investing. For this and other information on any 529 College Savings Plan managed by Fidelity, contact Fidelity for a free Fact Kit, or view the 528 Fact Kit
online. Read it carefully before you invest or send money.
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APPENDIX A: FIDELITY ARIZONA COLLEGE SAVINGS PLAN PORTFOLIO - ASSET ALLOCATIONS

Multi-Firm Asset Allocations

Murtual i _ _ _ ) _ _ i
Fund Name Fund College Portfolio | Portfolio 2018 | Portfolio 2021 Portfolio 2024 Portfolio 2027 Portfolio 2030 Portfolic 2033 Portfolic 2036
Symbol (Multi-firm]} {Multi-firm} (Multi-firm} (Multi-firm) (Multi-firm}) (Multi-firm) (Multi-firm] (Multi-firm)*

Assat Class: US Equity Funds 1281 18.18 2728 35.92 44.75 5343 6215 55.94]
AB Select U.S. Equity Portfolio]  AUUYX 153 275 412 543 6.76 807 932 9.9

BBH Core Select Fund| BETRX 1.02 145 2.18 2.87 3.58 2,26 5.01 5.23

Fidelity Growth Company Fund| FDGRX 127 179 2.68 353 440 5.26 6.16 6.59

JPMorgan Small Cap Equity Fund|  WSENX 1 2.32] 248 459 572 5.82] 8.00 3.57

IPMorgan U5, Equity Fund|  JUEMX 376 5.33 8.00 1053 13.12 15.67 18.05 1312

Fidelity Large Cap Value Enhanced Index Fung|  FLVEX 2.25 3.19) 479 6.31 786 938 1094 1154

Loomis Sayles Growth Fund|  LSGRX 0.96 1.35] 2.02 2.66 332 397 4.66 2495

Assat Class: Mon-US Developed Equity Funds 430 6.23 9.21 12.03 14.86 17.70 20.76 2184
Fidelity Canada Fund|  FICDX 0.15 0.28 042 0.55 0.68 031 0.94 142

Caussway Internationzl Value Fund CIVIX 0.57 142 2.09 272 338 4.02 471 4.77

MFS International Value Fund MINIX 100 139 2.06 2.69 332 395 4.65 4,36

MFS Research International Fund|  MRSIX 135 1.93 2.56 3.73 461 543 6.43 6.64

Willizm Blair International Growth Fund BIGIX 0.82 121 L78 233 287 342 4.03 415

Assat Class: Emerging Markets Equity Funds 453 523 6.55 758 838 936 1079 10.31]
Acadian Emerging Markets Portfolio| AEMGX 272 3.13 354 457 5.02 561 5.20) 6.19

T. Rowe Price Emerging Markess Stock Fund PRZIIK 181 210 261 3.01 336 376 4,09 412

Asset Class: Commedities 171 1.74 1.76 176 178 176 1.80 0.51
Credit Suisse Commaodity Return Strategy Fund| CRS0X 129 131 132 131 133 132 134 0.33

PIMCO CommoditiesPLUS Strategy Fund PCLIX 042 044 044 044 045 044 046 013

Asset Class: US High Yield Bonds Funds 258 2.38 2.38 239 2140 241 2.09 0.72
BlackRock High Yield Bond Portfolic]  BHYIX 0.63 0.83 0.83 0.83 0.84 0.32 072 0.25

Horchkis 8 Wiley High Yield Fund| HWHIX 103 0.54 0.83 0.84 0.84 034 074 0.25

MainStay High Yield Corporate Bond Fund]  MHYIX 072 072 072 072 072 072 0.63 0.22

Assat Class: Emerging Market Bonds Funds 070 066 0.65 064 064 0.64 0.50 0.18
Fidelity New Markets Income Fund|  FNMIX 0.70] 0.66] 055 0.64] 0.64] 064 0.50] 013

Asset Class: Real Estate Income 0.48 047 0.47 0.46 0.46 0.45 0.56 .14}
Fidelity Real Estate Income Fund|  FRIFX 046 047 047 0.46| 0.46) 0.46| 0.56) 0.14

Assat Class: US Leveraged Loans 026 026 0.25 0.25 0.25 0.25 0.20 10.07]
Fidelity Floating Rate High Income|  FFRHX 0.2 0.26| 0.25] 0.25| 0.25| 0.25] 0.20] 0.07

Asset Class: US Investment Grade Bonds Funds 4141 4173 36.10 30.09 23144 1257 0.64 0.00f
Fidelity Investment Grade Bond Fund| FBNDX 414 418 355 3.00 233 129 0.00

Metropolitan West Total Retwrn Bond Fund|  MWTIX 835 7.22 6.02 463 260 0.00

PIMCO Total Return Fund|  PTTRX 838 6.02 470 2,60 0.00

Prudential Total Return Bond Fund|  PDBZX 6.25 450 350 1594 0.00

Fidelity Total Bond| FTBFX .23 6.28 452 352 195 0.00

Western Aszet Core Bond Fund|  WATFX 8.27 835 6.02 4.62 2,60 0.00

Assat Class: US TIPS 388 3.67 194 0.61 0.81 0.81 024}
PIMCO Real Return Fund|  PRRIX 3.88 3.67 134 0.61 031 IJ.S'_I 0.24

Asset Class: US Short Term 1734 19.40 6.95 0.23 0.20 0.05
Fidelity Conserative Income Bond Fund|  FCNVX 10.94 T.78 2.79 0.09 0.08] 0.02

Fidelity Institutional Money Market Fund| FRGXX B.20 5.EL 208 0.07 0.06 0.01

Fidelity Short-Term Bond Fund| FSHBX 8.20 5.BL 2.08 0.07 0.08] 0.02
100.00 100.00 100.00 100.00 10000/ 100.00 100.004
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Asset allocation is subject to change without notice.* Portfelio 2036 estimated positioning.

The Fidelity Arizena College Savings Plan is not insured by the state of Arizona or Fidelity Investments and neither the principal deposited nor the investment return is guaranteed by the state of Arizona or Fidelity Investments.

Tha Fidelity Arizona College Savings Plan is offered by the Arizona Commission for Postsecondary Education and managed by Fidelity Investmeants. If you or the designated beneficiary is not an Arizona resident, you may want to consider, before
investing, whether your state or the beneficiary's home state offers its residents a plan with alternate state tax advantages or other benefits.

Units of the Portfolios are municipal securities and may be subject to market volatility and fluctuation.
Please carefully consider the plan's investment objectives, risks, charges and expenses before investing. For this and other information on any 529 College Sa'ri ngs Plan managed by Fidelity, contact Fidelity for a free Fact Kit, or view the 529 Fact Kit
online. Read it carefully before you invest or sand money.
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APPENDIX B: FIDELITY ARIZONA COLLEGE SAVINGS PLAN PORTFOLIO
TARGET ASSET ALLOCATIONS

Asset Allocations for Active Age-Based and Static Portfolios

Active Age-Based 529 Portfolios (Fidelity Funds and Multi-Firm Funds)
Asset Allocation Rolldown™

—— US. Equity

Non-U.S. Equity Bonds —— Short Term

100% -
90% -
30% -
0% -
60% -
50% -
0% -
% -
20% -
10% -

0% -

5 10 1" 12 13 14 18 16 17 18 13 20

Eeneficiary's Age
*This chart illustrates the target asset allocations among stocks, bonds and short-term funds. This chart also illustrates how these allocations may change over time. The future target
asset allocations may differ from this approsimate illustration.

PORTFOLIO ALLOCATIONS
As of December 31, 2016
Agar Mod Consef-
2036 2033 2030 2027 2024 2021 2018 College Growih Growth vative
.5, Equities 63.77% 62.67% 593.48% 44 93% 36.07T% 27.3T% 18.19% 1325% 69.05% 48.15% 0.00%
Non-U.5. Equities 32.31% 30.25% 26.60% 22 92% 19.16% 13.34% M1.11% 6.94% 2992% 2093% 0.00%
Commodities D.51% 1.87% 1.79% 1.83% 177% 1.77T% 1.78% 1.71% 1.05% 1.03% 0.00%
Bonds 1.36% 5.02% 17.63% 27 64% 359.6T% 42 94% 48.75% 48.99% 0.00% 2980% 44.99%
High rield Debt D.72% 1.83% 2.31% 2.38% 2.36% 2.38% 2.39% 243% 0.00% 4.153% 204%
Floaling Rale Debl D.07% 0.19% 0.29% 0.23% 0.25% 0.26% 0.26% 0.26% 0.00% 1.01% 0.33%
Emerging Markel Debl D.18% D.47% 0.63% 0.63% 0.64% 0.64% 0.65% 0.66% 0.00% 042% 0.45%
Real Eslale Debl D.14% 0.539% 0.43% 0.46% 0.46% 047T% 04T% 0.48% 0.00% 0.96% 0.31%
Investment Grade Debl  0.00% 1.23% 13.40% 23.33% 30.01% 36.24% 41.39% 41.36% 0.00% 227T% 40.97%
Inflation Frotecied Debl  0.24% D.76% D.78% 0.39% 1.93% 2.9%% 3.99% 3.80% 0.00% 049% 0.49%
Short Termm Debt D.06% 0.20% 0.23% 2.64% T.24% 12.49% 20.06% 27.01% 0.00% 0.00% 94.87%
Age-Based 529 Portfolios (Fidelity Index Funds)
Asset Allocation Rolldown”
— U.S. Equity Mon-U.S. Equity —— Bonds —— Short Term

10 11 12
Beneficiary’s Age
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ACTUAL PORTFOLIO ALLOCATIONS
As of December 31, 2016

U.S. Equities 64.97% 61.01% 52.60% 4421% 3I5T77% 2T17% 17.96% 13.11% 68.43% 47 83% 0.00%
Non-U.S. Equities| 28.77% 26.99% 23.32% 19.65% 15.96% 12.20% 8.25% 6.11% 30.18% 21.25% 0.00%
Commodities 1.39% 1.39% 1.32% 127% 1.16% 1.09% 1.09% 1.07% 1.40% 1.32% 0.00%
Bonds 4.87% 10.59% 22.72% 32.55% 38.31% 44.59% 49.81% 49.75% 0.00% 29.54% 44.94%
Short Term Debt 0.00% 0.00% 0.00% 2.26% 8.72% 14.87% 22.78% 29.86% 0.00% 0.00% 54.95%

*This chart illustrates the target asset allocations ameong stocks, bonds and short-term funds. This chart also illustrates how these allocations may change over time.
The future target asset allocations may differ from this approximate illustration. Within the glide path graphic U.5. Equities represents the total of Commeodities and U.5. Equities.
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APPENDIX C: WADDELL & REED IVY INVESTED 529 PLAN
PORTFOLIO ASSET ALLOCATION

Age-Based and Static Portfolios Allocation Ranges

The Board of Trustess of InvestEd Portfollos [Board) has established the trget ranges for the allocation of each Age-Based and Staflc Portfollo™s assets In
speciic undenying funds. The Fund's invesiment manager, vy Investment Management Company, seledts from among the avaliable underiying funds for each
portfolio within the target ranges. Please consult vy Funds™ webstte, wyinvestments.com, for portfollo compasition. Please refer to the “Principal Investment
Siratagles™ section of the Fund prospectus for more datalled Infommation, Incuding the Asks assodated with each of the Investment options.

Growth Portfolio (Ages O Through 8)
The range of Growth Portiolo net assets imeested in equity funds will be from 65% to 100%; comespondingly, the range of net assets imested in
bond and income-producing funds will be from 35% to 0%. Within the ranges, holdings of the following underlying funds may be as folows:

UNDERLYING FUMND MINIMLUIM MAKIMLIM
hvy Intemational Core Equity Fund % B0%
Waddell & Reed Advisors Core Investment Fund 0% B0%
Waddell & Reed Advisors Dividend Opportunities Fund 0% B0%
Waddell & Reed Advisors Value Fund 0% 40%
vy Limited-Term Bond Fund 0% 5%
by Govermment Money Market Fund o I5%
Waddell & Reed Advisors Global Growth Fund % 30%
Waddell & Reed Advisors Vanguard Fund 0% I0%
Waddell & Reed Advisors New Concepts Fumd 0% 25%
Waddell & Reed Advisors Small Cap Fund % 20%
Waddell & Reed Advisors Bond Fund 0% 25%
Waddell & Reed Advisors Govemnment Securities Fund 0% 25%
Waddell & Reed Advisors High Income Fund 0% 25%
Waddell & Reed Advisors Global Bond Fund 0% 5%

Balanced Portfolio (Ages 9 Through 15)
The range of Balanced Portfolio net assets imvested in equity funds will be from 40% to 75%; comespondingly, the range of net assets invest-
ed in bond and income-producing funds will be from 60% to 25%.

UNDERLYIMG FLIMD MINIMLIM MAXIMLIM
by Limited-Term Bond Fund 0% B0
by Government Money Market Fund 0% BO%
Waddell & Reed Advisors Dividend Opportunities Fund 0% E0%
by Intermational Core Bquity Fund 0% A%
Waddell & Reed Advisors Core Investment Fund 0% A
Waddell & Reed Advisors Value Fund 0% 308
Waddell & Reed Advisors Bond Fund 0% 304,
\Waddell & Reed Advisors Government Securitles Fund 0% 0%
Waddell & Reed Advisors Global Growth Fund 0% 5%
Waddell & Reed Advisors Vanguard Fund 0% 29%
Waddell & Reed Advisors High Income Fund 0% 25%
Waddell & Reed Advisors Global Bond Fund 0% 5%
Waddell & Reed Advisors Mew Concepts Fund 0% 20%

Conservative Portfolio (Ages 16 And Older)
The range of Conservative Portfiolio net assets invested in equity funds will be from 0% to 40%; comespondingly, the range of net assets
invested in bond and imcome-producing funds will be from 100% to 60%.

UNDERLYING FUMD MINIMLUIM MAKIMLIM
by Umited-Term Bond Fund 0% 100%

by Government Money Market Fund 0% 100%
Waddell & Reed Advisors Government Securities Fund 0% 0%
\Waddell & Reed Advisors Core Investment Fund 0% A%
Waddell & Reed Advisors Dividend Opportunities Fund 0% 308
Waddell & Reed Advisors Value Fund 0% 30%
Waddell & Reed Advisors Global Bond Fund 0% 308
Waddell & Reed Advisors Bond Fund 0% 5%
Waddall & Reed Advisors High Income Fund 0% 5%
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APPENDIX D: WADDELL & REED INVESTED 529 PLAN SALES CHARGE STRUCTURE

The maximum up-front sales charge you pay will differ depending upon the amount you invest. You pay a lower charpe as the
size of your investment increases to certain levels, which are called breakpoints. The sales charge you pay will be deducted
directly from your investment. The table shows the rate of sales charge depending on the amount you invest.

All Portfolios except InvestEd Conservative Portfolio, lvy Limited-Term Bond and Ivy Government Money Market Portfolio

SIZE OF PURCHASE UP-FROMT SALES CHARGE PERCENT
Under $50,000 575%
$50,000 to less than $100,000 5.25%
$100,000 to less than $200,000 475%
$200,000 to less than $300,000 350%
$300,000 to less than $500,000 2.50%
$500,000 to less than $1,000,000 150%
$1,000,000 and ower’ 0.00%

Ivy Limited-Term Bond Portfollo

SIZE OF PURCHASE UP-FRONT SALES CHARGE PERCENT'

Under $250,000 250%

£250,000 and over? 0L00%

InvestEd Conservative Portfollo

SIZE OF PURCHASE UPFRONT SALES CHARGE PERCENT

Under $50,000 4.75%

$50,000 to less than $100,000 3T5%

$100,000 to less than $300,000 3IE%

$300,000 to less than $500,000 250%

$500,000 to less than $1,000,000 150%

$1,000,000 and owver’ 0.00r%

" Due to the rounding of fie MAY and the offering price of 2 fund to two decimal places, the actual sakes derpe pescentage caloulated on @ parficular purchase may be highes or
lpwer than the percentage stiabed above.

% Mo sales cherge & peyeble at the time of purchase on imvestmernts of £1 million or more ($250,000 o mare for by Limited-Tem Bond), atthough for such inestments fie Fund
willimpase a CORC of 1.00% on certzin redempiions made within T2 montts of the purchase. The COSC is assessed on an amount equal io e lesser of the then cument market
walue or fhe cost of the shares being redeamed. Accordingly, no sales change is imposed on increases in net asset value above the inial purchase price.

Lower Sales :harge|s are avallable by:

= Combining additional purchases of shares of any of the funds in Waddell & Reed Advisor Funds, Ivy Family of Funds
and/or InvestEd Portfolios except Class A shares of Waddell & Reed Advisors Cash Management or Class A shares of Ivy
Government Money Market Fund, unless acquired by exchange for Class A shares on which a sales charge was paid (or as
dividend or distribution on such acquired shares), with the NAV of Class A Class B or Class C shares already held (Rights of
Accumulation).

= Grouping all purchases of shares of Waddell & Reed Advisors Funds, Ivy Family of Funds and forshares of InvestBEd
Portfolios except Class A shares of Waddell & Reed Advisors Cash Management or Class A shares of Ivy Government Money
Market Fund, made during a thirteen-month period (Letter of Intent).

= Zrouping purchases by certain related persons.

Additional information regarding the investment options can be found on their distributors website: ivyinvestme nts.com
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