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I. Overview
As a 529 industry leader, AllianceBernstein is continually enhancing the CollegeBoundfund 529 plan to offer innovative investment solutions 
and a range of choices to college savers and the financial advisors with whom they work. 

What specific enhancements are being made to CollegeBoundfund and when will they occur?

AllianceBernstein will make the following changes, effective March 21, 2014, which will become available for investment on March 24, 2014:

A. Adding a first-of-its-kind Age-Based Index Portfolio, designed to track Morningstar’s 529 College Savings Moderate Index series 

B. Modifying the underlying Funds in the Active Age-Based and Fixed Allocation Portfolios (collectively, the “Education Strategies”)

C. Modifying the options in our Individual Fund Portfolios 

•	Exchanging	Value	Fund	with	Growth	&	Income	Fund

•	Exchanging	International	Value	Fund	with	International	Value	Index	Portfolio	(newly	available)1

•	Exchanging	Global	Thematic	Growth	Fund	with	Discovery	Growth	Fund

•	Exchanging	Intermediate	Bond	Portfolio	with	Global	Bond	Fund	(newly	available)

•	Adding	Bond	Inflation	Strategy	Fund	(newly	available)

II.	Details

A. New CollegeBoundfund (CBf) Morningstar Age-Based Index Portfolio

What is the Age-Based CBf Morningstar Index Portfolio, and why has it been added it to the plan?

Given	the	growing	interest	by	investors	and	advisors	in	lower-cost	passively	managed	investments,	CollegeBoundfund	has	selected	a	Morningstar	
529	College	Savings	Index	series	in	introducing	a	passively	managed	age-based	offering—a	first	of	its	kind—in	an	advisor-sold	plan.	

For	this	portfolio,	AllianceBernstein	has	licensed	the	new	Morningstar®	529	College	Savings	Moderate	IndexSM	series.	In	managing	the	portfolio,	
AllianceBernstein	will	aim	to	track	the	Morningstar	529	College	Savings	Moderate	Indexes.

Note that you are not required to take any action. The 529 rules currently allow for one investment change per calendar year; however, the 
changes outlined herein do not constitute an investment change for the purposes of these rules.

1Rhode	Island	residents	who	open	an	account	directly	will	have	the	Vanguard	Total	International	Stock	Index	Portfolio	option.



Why did CollegeBoundfund elect to use Morningstar’s 529 College Savings Index Series for this new option? 

We	elected	to	use	Morningstar’s	529	College	Savings	Index	Series	for	a	number	of	reasons,	including	the	fact	that	Morningstar:	

•		Is	uniquely	qualified	to	develop	multi-asset	class	benchmarks

•	Leverages	30+	years	of	expertise	in	asset-allocation	research	from	Ibbotson	Associates,	a	wholly-owned	subsidiary	of	Morningstar,	Inc.	

•	Has	written	or	coauthored	80+	research	papers	and	currently	holds	two	patents2  

•	Has	been	awarded	10	Graham	and	Dodd	Awards	from	the	CFA	Institute3

•	Is	a	strong	brand	that	has	significant	recognition	among	investors	and	financial	advisors

The	benefits	to	CollegeBoundfund	investors	include:

•	Access	to	Morningstar’s	expertise	in	index	construction

•	A	glide	path	that	includes	a	broad	suite	of	portfolio	building	blocks	across	all	major	asset	classes

•	A	lower	cost	option	for	those	investors	who	prefer	index	investing

Why are we offering an index option?

AllianceBernstein	has	added	a	passively	managed	age-based	option	to	the	CollegeBoundfund	program	in	order	to:

•	Complement	our	current	actively	managed	options

•	Broaden	our	offerings	and	investment	menu	and	provide	an	option	typically	found	only	in	direct-sold	529	plans	

•	Address	client	needs	as	well	as	evolving	market	conditions

•	Offer	an	index-driven	age-based	option	for	investors	who	might	prefer	such	a	strategy—and	at	a	lower	cost	than	most	actively	managed	age-based	solutions

What are the roles of Morningstar and AllianceBernstein?

•		Morningstar	is	responsible	for	the	Morningstar®	529	College	Savings	Moderate	IndexSM	series,	while	AllianceBernstein	is	responsible	for	managing	
the	Age-Based	CBf	Morningstar	Index	Portfolio	option.	With	nearly	$50	billion	in	assets	under	management	in	index	strategies,	AllianceBernstein	has	
extensive	capabilities	in	this	area.	

•		AllianceBernstein	has	a	solid	reputation	and	deep	experience	in	glide	path	design	and	management	and	will	continue	to	actively	manage	the	glide	paths	
and	asset	allocations	of	the	existing	Education	Strategies.	AllianceBernstein	manages	nearly	$30	billion	in	glide	path	strategies	(as	of	September	30,	2013)	
for	both	CollegeBoundfund	portfolios	and	defined	contribution	plans,	including	three	of	the	15	largest	US	plans.4 

•		This	new	passive	age-based	solution	complements	AllianceBernstein’s	actively	managed	portfolios	within	CollegeBoundfund.	By	licensing	Morningstar® 
529	College	Savings	Moderate	IndexSM,	this	new	option	allows	college	savers	to	invest	in	an	accessible	529	index	and	provides	additional	choices	for	
investors	who	are	looking	for	passive	management	at	a	lower	cost.

Who can invest in the new Age-Based CBf Morningstar Index Portfolio?

The	Age-Based	CBf	Morningstar	Index	Portfolio	will	be	offered	to	all	investors.

B. Underlying Fund Modifications

Why is AllianceBernstein making changes to the underlying pooling portfolios in CollegeBoundfund’s Education Strategies?

We	are	enhancing	the	underlying	pooling	portfolios	in	Education	Strategies	to	address:

•	Evolving	market	conditions

•	Uneven	portfolio	outcomes

•	Client	needs	

2Research	papers	written	or	coauthored	by	Ibbotson	Associates.	Patents	issued	to	Ibbotson	Associates	are:	Asset	Allocation	with	Annuities	(2006)	and	Human	Capital	(2007).
3	Graham	and	Dodd	Awards	granted	for	financial	writing	based	on	research	by	employees	of	Morningstar.	In	2008	an	award	was	granted	to	Paul	Kaplan	while	he	was	conducting	
research	for	Morningstar,	and	in	2010	an	award	was	granted	to	Roger	Ibbotson	while	he	was	serving	as	an	outside	consultant	to	Morningstar.

4Measured	by	assets	under	management;	according	to	Pensions	&	Investments.
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What changes are being made to CollegeBoundfund’s underlying pooling portfolios?

Our	current	changes	to	the	active	asset-allocation	options	(Underlying	Pooling	Portfolios)	include	mapping	over:

•	US	Growth	Portfolio	assets	to	Growth	&	Income	Fund

•	US	Value	Portfolio	assets	to	Growth	&	Income	Fund

•	International	Growth	Fund	assets	to	International	Factor	Portfolio

•	International	Value	Fund	assets	to	International	Factor	Portfolio

What are “factor portfolios,” and how will their addition benefit CollegeBoundfund participants?

Factor	portfolios	provide	exposure	to	certain	risk	factors	in	order	to	potentially	generate	persistent	above-market	returns.	The	factors	include	
characteristics	typically	found	in	actively	managed	portfolios,	such	as	value,	quality,	profitability,	momentum,	etc.	Combining	and	rotating	different	
factor-based	exposures	may	enhance	risk-adjusted	returns.

How do the changes in the underlying pooling portfolios impact the current weightings within the actively managed Education Strategies?

The	overall	weightings	to	US	large-capitalization	and	non-US	equities	will	remain	the	same.	However,	within	US	large-capitalization	equities,	we	are	
migrating	exposures	from	large-cap	growth	and	large-cap	value	to	the	AllianceBernstein	Growth	&	Income	Fund.	Similarly,	within	non-US	equities,	we	are	
migrating	exposures	from	non-US	large-cap	growth	and	non-US	large-cap	value	to	the	AllianceBernstein	International	Factor	Portfolio.

C. Individual Fund Modifications

What changes will be made to the individual fund options lineup?

Effective	March	21,	2014,	AllianceBernstein	will:

1.		Replace	Value	Fund	with	Growth	&	Income	Fund

2.		Replace	International	Value	Fund	with	International	Value	Index	Portfolio5 (new option)

3.		Replace	Global	Thematic	Growth	Fund	with	Discovery	Growth	Fund

4.		Replace	Intermediate	Bond	Portfolio	with	Global	Bond	Fund	(Hedged	to	USD)	(new option)

5.		Add	Bond	Inflation	Strategy	Fund	(new option)

Why is AllianceBernstein making changes to CollegeBoundfund’s individual fund lineup?

We	are	making	these	changes	to	address:

•	Evolving	market	conditions

•	Uneven	portfolio	outcomes

•	Client	needs

What will happen to the assets in the individual fund options that AllianceBernstein is replacing?

The	assets	in	the	individual	fund	options	that	AllianceBernstein	is	replacing	will	be	liquidated	and	invested	in	the	replacement	portfolios,	as	outlined	above.	

Why is AllianceBernstein adding a Bond Inflation option?

We	are	adding	the	Bond	Inflation	Strategy	Fund	to	provide	an	important,	inflation-sensitive	fixed-income	component	for	those	individuals	and	advisors	
who	may	seek	to	build	their	own	multi-asset	portfolio	by	accessing	the	individual	asset-class	options.

5	Rhode	Island	residents	who	open	an	account	directly	will	have	the	Vanguard	Total	International	Stock	Index	Portfolio	option.
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Investors should consider the investment objectives, risks, charges and expenses of CollegeBoundfund carefully 
before investing. For a free copy of the Program Description, which contains this and other information, visit 
our website at www.collegeboundfund.com/ri, or call your financial representative or AllianceBernstein 
Investments at 888.324.5057. Please read the Program Description carefully before you invest.

If you are not a Rhode Island resident or if you have taxable income in another state, please note that 
depending on the laws of your or your beneficiary’s home state, favorable state tax treatment or other 
benefits offered by such home state for investing in 529 college savings plans may be available only for 
investments in the home state’s 529 plan. Any state-based benefit offered with respect to this plan should be 
one of many appropriately weighted factors to be considered before making an investment decision. Please 
consult your financial, tax or other advisor to learn more about how state-based benefits (including any 
limitations) would apply to your specific circumstances. You may also wish to contact your home state or 
another state’s 529 plan to learn more about its features, benefits and limitations before investing. 
Statements in this material concerning taxation are not offered as individual tax advice.

The	investments	in	CollegeBoundfund	are	not	guaranteed	by	the	State	of	Rhode	Island,	the	Rhode	Island	Higher	Education	Assistance	Authority	(which	
established	and	implemented	CollegeBoundfund	and	makes	rules	and	regulations	governing	the	program),	the	Rhode	Island	State	Investment	Commission	
(which	oversees	the	investments	of	the	assets	of	CollegeBoundfund),	the	Federal	Deposit	Insurance	Corporation	(FDIC)	or	any	instrumentality	thereof.	
CollegeBoundfund	is	managed	by	AllianceBernstein	L.P.	and	distributed	by	AllianceBernstein	Investments,	Inc.,	a	member	of	FINRA.

Morningstar®	is	a	registered	trademark	of	Morningstar,	Inc.	All	indexes	under	the	Morningstar®	529	College	Savings	Moderate	IndexSM series are service 
marks	of	Morningstar,	Inc.	and	have	been	licensed	for	use	for	certain	purposes	by	AllianceBernstein	L.P.	Morningstar,	Inc.	does	not	sponsor,	endorse,	issue,	
sell	or	promote	the	CollegeBoundfund	including	the	CollegeBoundfund	Morningstar	Age-Based	Index	Portfolio,	makes	no	representation	regarding	the	
advisability	of	investing	in	CollegeBoundfund	including	the	CollegeBoundfund	Morningstar	Age-Based	Index	Portfolio,	and	bears	no	liability	with	respect	to	
that	security	or	any	other	security	linked	to	the	Morningstar	529	College	Savings	Moderate	Index	series.	The	indexes	within	Morningstar	529	College	Savings	
Moderate	Index	series	cannot	be	invested	in	directly.	The	past	performance	of	the	indexes	within	the	Morningstar	529	College	Savings	Moderate	Index	series	
are	not	a	guarantee	of	that	Index’s	future	performance	results.	

AllianceBernstein	Investments,	Inc.	(AllianceBernstein)	is	the	distributor	of	the	AllianceBernstein	family	of	mutual	funds.	AllianceBernstein	is	a	member	of	
FINRA	and	is	an	affiliate	of	AllianceBernstein	L.P.,	the	manager	of	the	funds.

AllianceBernstein®	and	the	AllianceBernstein	logo	are	registered	trademarks	and	service	marks	used	by	permission	of	the	owner,	AllianceBernstein	L.P.	

©	2014	AllianceBernstein	L.P.

A Word About Risk

Market Risk:	The	market	values	of	the	portfolio’s	holdings	rise	and	fall	
from	day	to	day,	so	investments	may	lose	value.

Municipal Market Risk:	Debt	securities	issued	by	state	or	local	
governments	may	be	subject	to	special	political,	legal,	economic	and	
market	factors	that	can	have	a	significant	effect	on	the	portfolio’s	yield	
or	value.

Interest-Rate Risk:	As	interest	rates	rise,	bond	prices	fall	and	vice	versa—
long-term	securities	tend	to	rise	and	fall	more	than	short-term	securities.

Credit Risk:	A	bond’s	credit	rating	reflects	the	issuer’s	ability	to	make	
timely	payments	of	interest	or	principal—the	lower	the	rating,	the	higher	

the	risk	of	default.	If	the	issuer’s	financial	strength	deteriorates,	the	
issuer’s	rating	may	be	lowered	and	the	bond’s	value	may	decline.

Inflation Risk: Prices	for	goods	and	services	tend	to	rise	over	time,	which	
may	erode	the	purchasing	power	of	investments.

Derivatives Risk:	Investing	in	derivative	instruments	such	as	options,	
futures,	forwards	or	swaps	can	be	riskier	than	traditional	investments,	
and	may	be	more	volatile,	especially	in	a	down	market.	

Liquidity Risk:	The	difficulty	of	purchasing	or	selling	a	security	at	an	
advantageous	time	or	price.

www.collegeboundfund.com


