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A BILL FOR 

1 An Act relating to the establishment of programs for paylng Eoe 

2 college costs, including the provision for the state board of 

3 regents to issue revenue bonds that are payable at times 

4 determined by the board and the preparation of an educationa~ 

S program and marketing strategies by the college aid cor,unission 

6 ln cooperation wlth the state board of regents. 
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1 Section 1. Sectlon 261.2, Code 1987, is ame~ded by adding 

2 the following new subsection: 

3 NEW SUBSECTION. 10. ~evelop and ~mplemenc, in cocperat:on 

"4 with and with fundi~g from the state board of rege~ts, an 

S educational program and market1ng scrategies des:gned ~o 

6 inform parents about the options available for financing a 

7 college education and the need to accumulate t~e financial 

8 resources necessary :0 pay for a college educacion. Tr.e 

9 educational program shall include, but not be :imited to, 

10 d1stribution of informational material to public and nonpublic 

11 elemen:ary schools for distribution to parents and gua~dians 

12 of five-year and six-year old children. 

13 Sec. 2. Section 262A.5, Code 1987, is amended by adding 

:4 the following new unnumbered paragraph: 

15 NEW UNNUMBERED PARAGRA?H. In the issuance of bonds under 

:6 thIS section, the bOGrd shall structure the terms a~d 

17 de~omi~ations 0: a portion 0: the Donds: ~ot tc exceed fifteen 

is m~l]ion dollars, so that residents ~f the s~ate may purchase 

19 thcm for paying future higher education costs. 

20 Sec. 3. Section 262A.5, unnumbered paragraph 1, Code 1987, 

21 1S amended to read as :ollows: 

22 The board is authorized to borrow money under this c~apter, 

23 and che boar.d may 1ss~e and sell negot1ab:e bor-as to pay ale 

24 or any part of the cost of carrying out ~fty ~ project at tlfty 

25 an institution and may :efund and refinance bonds 1ssuec for 

26 any ~ project or for refundi~g purposes at che same rate or at 

27 a higher or lower rate or rates of interest. Bonds ~ssued 

28 under the-pre~~~iens-ee this cnap:er shall be so~d ov ea~d the 

29 board at Pllblic sale on the bas~s of sealed prnposals ~eceived 

30 purSud~t ~o a ~ct~ce specifying the tIme a~d place o~ sale anrl 

3l the affiou~t of bonds to be sold which sr.all be published de 

32 least once not less than seven days prior to the date of sale 

33 in a newspaper published in the s~a~e of Iowa a~d hav~ng a 

34 general c~rculation in 58±ci :~e state. ~~e-~~o~~~±en~-ef 

35 e~at':.:e:- Cha::>ter 75 :s!-!td::t Goes riot dPP:;'y to bonds issued under 
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1 authority contained in this chapter, but StteM :~ose bonds 

2 shall be sold upon terms of not less than ninety-seven oercent 

3 of par plus accrued interest. Bonds issued to refund othe~ 

4 bonds issued under ~he-pro~~~~eM~-of this chapter may either 

5 be sold in the manner Mereiftoe~e~e specified and the p~oceeds 

6 ~~ereef applied to the payment of the obligations being 

7 refunded, or the refunding bonds may be exchanged for and in 

8 payment and discharge of the obligations being refunded. The 

9 

10 

11 

12 

refunding 

different 

exchanged 

bonds may 

bonds may be sold or exchanged in installmen:s at 

times or an entire issue Or series may be sold o~ 

at one time. AMy An issue or series of refunding 

be exchanged in part or sold in parts In 

13 installments at different times or at one time. The refunding 

14 bonds may be sold or exchanged at any time on, before, or 

15 after the maturity of a~y-ef the outstanding bonds or othe~ 

16 obligations to be refinanced tMe~eby and may be issued for the 

~17 purpose of refunding a like or greater principal amount of 

,..,18 bonds, except that the principal amount of the refunding bonds 

19 may exceed the principal amount of the bonds to be refunded to 

20 the extent necessary to pay any ~ premium due on the call of 

21 the bonds to be refunded Or to fund interest in arrears or 

22 whicn is to become due. 

23 Sec. 4. Section 262A.6, Code 1987, is amended to read as 

24 follows: 

25 26 2A. 6 FORM AND COND 11' ION OF BONDS. 

26 Stle~ The bonds may bear ~tleM a date or dates, may bear 

~27 interest at stleh a rate or rates, payable ~emi~nntletly at a 
, 

28 time or times, may mature at s~eM a time or times, may be in 

29 ~tleM a form and denominations, may carry ~tle~ registration 

30 privileges, may be payable at ~tle~ a place or places, may be 

31 subject to ~tteh terms of redemption prior to maturity with or 

32 without premium, if so stated on ~~e their face ~Me~eef, and 

33 may contain 5tteh terms and covenants, 

establishment of reserves, all as may 

including the 

be provided by the ..... 34 

_35 resolution of the board authorizing the issuance of the bonds. 
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1 The ooard may pay eXDenses it dee:ns necessary ,-,r advantaqiO!0'-'s 

2 for marKetinq tne bonds 21irs;.;ant co section 262A.5 in 

3 connection with the iss~a~ce and sale of the bends. r~ 

4 additicn to the estimated C8S~ 0: constr~cti0n, i~clud:ng site 

5 costs, the cost of ~he project may lncl~de :nterest upon tne 

6 oonds during construction a~d for six months a:ter the 

7 estimated completion date, the compensation of a f:sca: agent 

8 or adviser, engineering, architectural, administrative~ and 

9 ~egal expenses and prov:sion :or contingencies. S~e~ The 

10 bonds shall be exec,-,ted by the president of t~e state board of 

11 regents and attested by the execut:ve secretary, secretarYt Or 

12 other official ~~ereo~ of the stace board performing the 

13 dutles of secretary, and the coupons tI'!ereto at tached to tr.e 

14 bonds sr.all be executed with the origi:1al or :acsimi le 

15 signatures of ~aid ~he president, executive secretary, 

16 secretary~ or other o!Eicial~;-~~evide67-howe~er7-t~et-th~ The 

:7 facsi:r.ile ~t"~r'lattt!"e si.gnatur_es 8f e±-t~e'~-ef,-~tie:, the officers 

18 executing ~tleh ~~e bonds ~ay be imo~inted o~ the face of the --- . 
19 ~onds in lieu of the manual siq~ature of ~tleh the o~fice", but 

20 at ieast o~e of the signat~res appearing on the face cf eac~ 

2: borld shali be a manual signature. A~y-be"d~ Bonds bearillg the 

22 signQcures of officers In office on the date of the s~gning 

23 ~hereef-~h8t~-be are valid and binding for all purposes, 

24 notwiths~anding that before aelivery ~he~eof dny or all ~~eh 

25 of the 

26 ceased to be ~~eh officers. Each ~~e~ bond shall state upon 

27 its face the name of :he i~stitution on beha:f QE which i~ ~s 

28 issued, that it is payable soie!y and only from ~~e student 

29 fees and charges and instituticna~ income received by ~ae~ ~~~ 

31 constitute a debt of or charge against the state ot :OWZ 

32 within t~e meaning or applicat~on of e~y ~ co~S~ittlClonai Or 

33 statutory l:mitation or provision. The issuance of s~e~ these 

34 bends shall be recorded in the offIce of the treasu~er of the 

35 i.nstit~~ion on behalf ·")t whicr. the st!ffle ~cnds arc 15Si.~ed, dna 
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a certificate by s~ch the treasurer to this effect shall be 

printed on the back of each stteh bond. 
" 
3 

4 

5 

6 

7 

8 

EXPLANATION 

This bill directs the college aid commission to prepare an 

educational program and marketing s~rategies to parents and 

guardians about the need for early saving for college costs. 

This program will be funded by the state board of regents. It 

provides that the state board of regents may issue zero coupon 

9 bonds in denominations so that parents can b~y them to pay for 

10 future college costs of their children and allows the state 

11 board of regents to structure the bonds to pay mar~eting 

12 expenses. 
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SIMILAR TO HOUSE STUDY BILL 746 (LSB 8l66HC) 
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SBNATE 36 
l\PRIL 7, 1988 

S-5825 

HOUSE ,ISS 2377 

1 Amend House F~~e 2377, as passed oy ~he House, as 
2 [0110'ols; 
3 1. Page 1, by l~ser~ing be:ore line 1 :he 
4 fa 110'01 i ng: 
5 ·Section 1. SEG~S:ATIVE INTENT. The general 
6 assembly finds; 
7 

8 college education :~r IGwa children. 
It is in inte::-est to promote a 

9 2. The cost of paying for a college education 
10 the future will be even more exper.sive than today 
11 may be out oE reach foc Iowa families of average 
12 means. 

ln 
and 

13 3. A savings prog:am is the best way to finance a 
14 college education. 
15 4. The state Doa:d of regents is authorized to 
16 issue genetal ob:igatlon bonds for constructing 
~7 academic bui1dir.gs on the campuses of its institutions 
18 of highe~ education ar.d a pOttion of these bor.ds could 
19 be iss~ed and soLd to ,eside~ts of this state to 
20 facilitate savings ~or future highe: education costs. 
21 5. An Iowa co~lege super savings plan should be 
22 created as provided i~ this Act." 
23 2. Page 1, line 4, by striking the words "and 
24 with funding from". 
25 3. By str:king page 1, line 13 through page 4, 
26 line 2, and inserting the fol10'oling: 
27 ·Sec. NE~ SECTION. 262A.6A :OWA COL~EGE 
28 SUPER SAV:NGS PSAN. 
29 1. The board shall issue bonds authorized u~det 
30 section 262A.4 by t~e Seventy-second General Assembly 
31 in an amount not exceeding nineteen million dollars in 
32 the form of capital appreciation bonds as provided in 
33 this section rather tnan the for~ prescribed in 
34 sections 262A.5 and 262A.6. The capital appreciation 
35 bonds shall be designed to be marketed primarily to 
36 Iowans to facilitate savings for future higher 
37 education costs. 
38 2. Bonds issued under this section may be sold by 
39 the board at public sale on the basis of sealed 
40 proposals receivec pursuant to a notice specifying the 
41 time and olace of sale and the amount oE bonds to be 
42 sold whiCh shall be published at least once not less 
43 than seven days prior to the date of saLe in a 
44 newspaper published in the state of Iowa and having a 
45 general circulation in the state but if the board 
~6 deems it advisable and in the best interests of the 
47 public, bonds iSSued under this section may be sold at 
48 prjvate sale without published notice of any kind or 
49 the taking of competitive bids in a manner and upon 
50 terms as may be provided in the resolution of the 

"". "------ - '" . 'r ____ . __ . __ ... ' __ , '_" .. _. ___ ~ .•••. .. __ .- • ___ .• 
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~oard au:horizing the ~s~~a~ce cf ~he bo~ds. Cha~ter 
•J ~5 does ~o~ ~DDJ.' .~ "0~"'5 '·-s"eo' '''''c'e' ...... '5 s~~·'~r. I ............. Y L-....,I U l.\ ..... ::;)..... _;1 __ "".,_ c,--,- ... ~., 

3 but ~he bonds sha:l =e sold upc~ t@~~s ~e ~ot :@ss 
'* t)-.an "; .... e .. v-se··e" ~€.- -0(,\1- C C 0""'" ~~ L!5 a""'c""'ec< .1 ...... l .... ~ " •• ".:-' _L--:. .. ;.. '- .. .;:. ... ~ ,,- ... -.l_ 

S i~terest. 30~as lSS~~~ to ~ee~nd otne: tends ~ss~ed 
6 :.1nder ~his sect.ion :nav eit.her be sold at oub:ic or 
7 Driva~e sale i~ the manner soeciEied in this section . . 
8 and the pr~ceeds a~p:ied to the payrne~t of ~he 
9 O ·D'l·ga·:~~s ~e:~c 'et-""c'ec' ~r ·'np 'DC"~O'J.'"g ~c"ds may J. ".Vl! .... "'~l .... " ....... "( '-" .. ,_ .. _'-1.4 .... u •••• 

10 be exchanged for and in pay~ent and discharge oE the 
:1 obligations being ref~nded, The refunding bonds may 
12 be sold or exchanged in install~ents at dif:erent 
13 times or an entire iss~e or series may be sold or 
:4 excha~ged at one time. An issue or ser~es of 
:5 refunding bonds may be exchanged in part or sold in 
:6 parts in ins:a~:me~ts at di:ferent times or at one 
:7 ti~e. The reEundi~g bends may be sold or excha~ged at 
18 any time on. before. or after the mat~rity of the 
c9 o~tstanding bonds or other cbligatlons :0 be 
20 refinanced and ~ay be issued fcr the pu:pose of 
21 refunding a ~ike or grea:er principal a",ount of bends. 
22 except that the principal a~ounc of the refunding 
23 bonds may exceed the principal amount of the bonds to 
24 be refunded to the extent necessary to pay any premlum 
25 due on the call of the bonds to be refunded or to fund 
26 interest in arrears or which is to become due. 
27 Sends issued under this section are payable solely 
28 and only from and shall be secured by an irrevocable 
29 pledge of a sufficient portion of the st~dent fees and 
30 charges and instItutional income rece:ved by ~he 
31 pa~ticular institutior.. Bends issued under :h:s 
32 section have all the quaiities of a negctiah:e 
33 investme~t security u~der the laws of this $ta~e. 
34 3. "he bonds may bear a date or dates. Jlay bear 
3S interest at a rate or rates. payable at a time or 
36 times, may ma~ure at a time or times, may be i~ a Ecrm 
37 and denominations. may carry registration pri~ileges. 
38 ~ay be payab:e at a place or places. may be subject to 
39 ter~s of redemption prior t8 maturity ~ith or without 
40 premium, if so stated on their face, and :nay cc-ntain 
41 terms a~d covenants, i~cluding the establishxe~t at 
42 reserves. all as may be prov:ded by the resolutl0n of 
43 :~e boa~d authorizing :he issuance of the bends. In 
~4 addition tc the esti~a:ed cost of con$t~uc:~c~, 
45 includi~g site cos~s, :he C8St of the p~oject ~ay 
46 include interes~ upcn the bands du:ing const:uction 
47 and for six months aEter the estimated comole:ion 
48 date, the ccmDe~satisn of a fiscal acen~ o~ adviser, 
49 engineerins, ~rchitectural, administ;ative a~d lega: 
50 expe~ses and prevision fer contingencies. ~~e bends 
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~~ shall be executec by :he ~res:cen: or the s:ate bca~d 
.. 2 of (ege~cs and attes~ed ty :he execu:ive secretary. 

3 secr@t3~y or ot~~: c~Eicia: ~~ :~e s:a:e beard 
4 perfoc~i~g the d~~~es ~f s2c:eta:y, and the coupens 
5 attached to the bc~ds s~al: be ~xecu:ed ~i~h ~~e 

6 original or facsimile s~gnat~:es oE the president, 
7 executive secretary, 5ecre:a~y or c~~e: official. 
8 facsimile signatures cE t~e o~:~ce:s executing t~e 
9 bonds may be imp:inted en the face of the bonds ~n 

10 lieu of the manual sig~at~re of :~e ~fEicer, but a: 

~he 

II least one of the signd~ures appeari~g O~ the face or 
12 each bond shall be a ~anual signature. Bonds bearing 
13 the s:gnatures oE officers in cf:ice on the date of 
~4 the s~gning are valid and binding fer all purposes, 
lS notwithstanding t~at oeEcre del~very any or all oE the 
:6 persons ~hose signat~:es appea~ h~ve ceased to be 
:7 officers. Each bcnd shall st3:e u;on its face t~e 
i8 name of the institution cn bena:f oE which it is 
19 issued. that it is payao~e sc:e:y and on:y from t~e 
20 student fees and chd~ges and :ostitutional income 
2~ r@ceived by the i~stitution. and tna: it dces no: 
22 constitute a debt of or charge against the state of 
23 Iowa within the meaning or application of a 
24 constit~tional or statutory limitation or provision. 

S The issuance of these bonds shall be recorded in the 
6 office of the treasurer oE the institution on behalE 
7 of wh.ch the bonds are issued. and a certificate by 

28 the treasurer to this effect shall be printed on the 
29 back of each bond. 
30 4. In negctiating a private sale oE the bonds 
31 under this secticn the board shell assign prefe:er.ce 
32 to a syndicate oE underwriters whiCh is led by an :owa 
33 domiciled unde~~~iting ~irm to facilitate selli~q the 
34 marketing of the bonds to Iowans w.thin the plan Eor 
35 the bonds. The plan shall inciude: 
36 a. ?rovisions Eor adver[~sements in Iowa 
37 newspapers which precede. by a: ~eas: two wee~s. t~e 
38 date the bonds wi:l go on sale to t~e pub~ic. 
39 b. The advertisements shall include the date the 
40 bonds will go on sale and a :ist of of:ices w~ere 
4l investors may purchase :he bones. 
42 c. The bond issue shall be struc~ured so t~at at 
43 least Ei~~y percent of the bends are sold at a price 
44 to the initial putctase~, ~ot incl~di~g an unde:~riter 
45 or bond house, of one thousa~d dollars or :ess. T~e 
46 board s~all make a report of sa:e :0 :he genera: 
47 assembly within ninety days of sale date. The report 
48 shall specify the terms and conditions of the sale as 

,~ ~;l~o~~t~~; placement of tt:e bonds by dencmlr,at i.c:! and 
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BY RICHARD VARN 
BILL HUTCHINS 
.JOE WELSH 
WALLY E. HORN 
JAMES I"ELLS 
MICHAEL E. GRONSTAL 
EMIL J. HUSAK 
GEORGE R. KINLEY 
BILL PAL~IER 
BERL E. PRIEBE 
C. JOSEPH COLEMAN 
TOM W\~N 
CHARLES 13RUNER 
LEONARD L. BOSWELL 
BEVERLl' A. HANNON 
Jl'.CK NYSTROM 
LARRY MURPHY 
LINN FUHR.:'lAN 
ROBERT CARR 
JEAN LLOYD-JONES 
EUGENE fRAISE 
"I.L STURGEON 
KENNETH SCOTT 
JOHN i\. PETERSON 
JIM R. RIORDAN 
DONALD V. DOYLE 
WILLIAM D1ELEMAN 
DONALD GETTINGS 
ALVIN :HLLER 
CHARLES P. MILLER 
PAT DELUHERY 
WILMER RENSINK 
JIM LIND 

HOUSE FILE 2377 

S-5S35 

1 Amend House File 2377, as passed by the ~ouse, as 
2 follows; 
3 1. Page 1. line 4, by striking the words "and 
4 with E~nding from", 
5 2, Page 1, line 17, by stoKlng the word 
6 "fifteen'! and inserti~g the following: ·'five". 
7 3. Page 3, by striking lines 1 through 3 and 
8 insertii~g the following: !'In". 
9 4. Page 3, by stciking line 9 and inserting the 

10 following; "legal expensesL end provision for 
11 contingencies, and exoenses necessary or advantageous 
12 for marketing the bonds pursuant to section 262A.5. 
13 S"ch The". 

S-SS35 
Filed March 24, 1988 
J~tI("'" ~i~ ~ /7 ('!' ! J if C ,I 

BY COYMITTEE ON EDUCATION 
LARRY MURPHY, Chairperson 
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~ SENATE AMENDMENT TO HOUSE FILE 2377 

8-6328 
1 Amend House File 2377, as passed by the House, as 

2 follows: 
3 1. Page 1, by inse~ting before line 1 the 

4 following: 
5 "Section 1. LEGISLATIVE INTENT. The general 
6 assembly finds: 
7 1. It is in the state's interest to promote a 
8 college education for Iowa children. 
9 2. The cost of paying for a college education in 

10 the future will be even more expensive than today and 
11 may be out of reach for Iowa families of average 

12 meails. 
13 3. A savings program is the best way to finance a 

14 college educa t ion . 
1S 4. The stdte board of regents is authorized to 
16 issue general obligation bonds for constr~cti~g 
17 acadexic buildings on the campuses of its institutions 
18 of higher education and a poit~on of these bo~ds could 
19 bp 1.5sui'~d 2nd sold to r:sider~ts of ".his state :'0 

;0 ~~c~lit2te savings fcr future higher educa~lo~ C03~S. 
21 s. A~ Iowa college super sav~ngs plan s~oL:d 0e 
22 created as p~ovided in this Act." 
23 < •• ?age 1, line 4, '01' 3triki •. g the words "ane 
24 ~i~~ ~unding from". 
25 _. 3y striking page 1, :ine 1] [h~~ugh paS~ 4, 
_'{j 'int:> \') ~r1Q" :nse .. tl·...,,... '-no ::::01 1 0'-'1'''''' ~ _. ". _ ,:;.., a -l.. ~ .L 1 1 ":i ... , '-. J,. ~..... ~ 1.. ....... '= : " .•• :: ~, 
:?7 ~ec.. "NEW SEL.T,(O~\j. 2c~,'- ,!)h iOWA COL':'12GS 

2b S:Ii:")ER SAVINGS PLAN-:--"--'-' 
i. The board shall issue bonds authorized ~nde~ 

30 section 262A.4 by the Seventy-seconJ General Assembly 
31 i~ an amount not exceeding nineteen million da:lars in 
32 :he form of capital appreciation bonds as provided i~ 

this section rather than the form prescribed in 
sections 262A.5 and 262A.6. The c2?ital appreciation 
bonds shall be designed to be marketed primar::y to 
Iowans to facilitate savings for future higher 
education costs. 

33 
34 
35 
36 
37 

~3~3R 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

2. Bonds issued under this section may be 50ld by 
~he board at public sale on the basis of sealed 
proposals received pursuant to a notice specifying th~ 
time and place of sale and the amount of bonds to be 
sold which shall be published at least once not less 
than seven days prior to the date of sale in a 
newspaper published in the state of Iowa and having a 
general circulation in the state but if the board 
deems it advisable and in the best interests of the 
public, bonds issued under this section may be sold at 
private sale without published notice of any kind or 
the taking of competitive bids in a manner and upon 
terms as may be provided in the resolution of the 

-1-
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1 board authorizing the issu nc.e of the bonds. Chapter 
2 75 does not apply to bonds, issued under this section, 
3 but the bonds shall be sold upon terms of not less 
4 than ninety-seven percent of par plus accrued 
5 interest. Bonds issued tol refund other bonds issued 
6 under thi$ section may either be sold at public or 
7 private s~le in the manner, specified in this section 
8 and the proceeds applied to the payment of the 

Page 1"2 

9 obligations being refunded, or the refunding bonds may 
10 be exchanged for and in payment and discharge of the 
11 obligatiors being refunded r The refunding bonds may 
12 be sold 0 exchanged in installments at different 
13 times or . n entire issue or series may be sold or 
14 exchanged'at one time. An issue or series of 
15 refUnding1bOndS may be exchanged in part or sold in 
16 parts in nstallments at different times or at one' 
17 time. Th refunding bonds may be sold or exchanged at 
18 any time ~n, before, or after the maturity of the 
19 outstandiDg bonds or other obligations to be 
20 refinanCe!' and may be issued for the purpose of 
21 refunding a like or greater principal amount of bonds, 
22 except th t the principal amount of the refunding 
23 bonds may'exceed the principal amount of the bonds to 
24 be refunded to the extent tecessary to pay any premium 
25 due on the call of the bonds to be refunded or to fund 
26 interest 'n arrears or which is to become due. 
27 Bonds ssued under this section are payable solely 
28 and only rom and shall beisecure~ by an irrevocable 
29 pledge of a sufficient portion of the student fees and, 
30 charges a d institutional income received by the 
31 particula institution. Bonds issued under this 
32 section have all the qualities of a negotiable 
33 investment security under the laws of this state. 
34 3. The bonds may bear 1 date or dates, may bear 
35 interest It a rate or rates, payable at a time or 
35 times, rna mature at a time or times, may be in a form 
37 and denomnations, may carry registration privileges, 
38 may be payable at a place or places, may be subject to 
39 terms of redemption prior to maturity with or without 
40 premium, f so stated on their face, and may contain 
41 terms and covenants, including the establishment of 
42 reserves, all as may be provided by the resolution of 
43 the board authorizing the issuance of the bonds. In 
44 addition 40 the estimated cost of construction, 
4S includingisite costs, the cost of the project may 
46 include interest upon the bonds during construction 
47 and for s]x months after the estimated completion 
48 date, thelcompensation of a fiscal agent or adviser, 
49 engineering, architectural, administrative and legal 
50 expenses lnd provision for contingencies. The bonds 
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Page 3 

1 shall be executed by the president of the state board 
2 of regents and attested by the executive secretary, 
3 secretary or other official of the state board 
4 performing the duties of secretary, and the coupons 
5 attached to the bonds shall be executed with the 
6 original or facsimile signatures of the president, 
7 executive secretary, secretary or other official. The 
8 facsimile signatures of the officers executing the 
9 bonds may be imprinted on the face of the bonds in 

10 lieu at the manual signature of the officer, but at 
11 least one of the signatures appearing on the face of 
12 each bond shall be a manual signature. Bonds bearing 
13 the signatures of officers in office on the date of 
14 the signing are valid and binding Eor all purposes, 
15 notwithstanding that before delivery ar.y or all of the 
16 ~ersons whose signatures appear have ceased to be 
17 officers. Each bond shall state upon its face the 
18 name of the institution on behalf of which it is 

iss~ed, that it is payable solely and only from the 
st~d~nt fees and charges and institutional income 
rece:ved by the institution, and that it does not 
constitute a debt of or charge against the state of 
Iowa within the meaning or application of a 
cor.stit~tional or statutory limitation or provision. 
~he issuance of these bonds shall be recorded in the 
offic~ of the treasurer of the institution on behalf 
of which the bonds are issued, and a certificate by 
the treasurer to this effect sha:l be printed on the 
back of each bond. 

19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

4. In negotiating a private sale of the bonds 
under this section the board shall assign preference 
to a syndicate of underwriters which is led by an Iowa 
domiciled underwriting firm to facilitate selling the 
marketing of the bonds to rowans within the plan for 
th~ bonds. The plan shall include: 

a. Provisions for advertisements in Iowa 
news?apers which precede, by at least two weeks, the 
date the bonds will go on s~le to the public. 

~. ~he advertisements shall include the date the 
bonds will go on sale and a list of offices where 
i~vest0rs may purchase the bonds. 

c. The bond issue shall be structured 50 that at 
least fifty percent of the bonds are sold at a price 
to the initial purchaser, not including an underwriter 
Or bond house, of one thousand dollars or less. The 
board shall make a report of sale to the general 
assembly within ninety days of sale date. The report 
shall scecifv the terms and conditions of the sale as 
well as'the placement of the bonds by denomination and 
by county." 

RECErVED FROM THE SENATE 
.Arr-6328 FrLED APRrL 8, 1988 
• LI<'l.v--~ .. ~)<...-'.v' ~) ( , .5 {..3)"'¥ Ct-A ~~/"/.). 
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HOUSE FILE 2377 
H-6363 

1 Ame~d the Senate amendment, H-6328, to Ho~se file 
237

7
, as amended, passed, and reprinted by the House, 

as tol.:.ows: 
2 
3 
4 
5 
6 
7 

1. Page I, by striking lines 38 through 47 and 
inserting tne follow:r.g: 

"2. BOnds lssued under this section shall be sold 
by the board at". 

H-6363 
AY)PTED 

F:LED APRIL, 
(.p. If.. "Ii) 

.:....:.. , 1988 
By SHOULTZ oE Black Hawk 

L· 

5-5935 

HOUSE AMENDME~T TO 
SENATE AMENDMENT TO 

HOUSE FILE 2377 

1 Amend the Senate amendment, H-6328, to House File 
2 2377, as amended, passed, and reprinted by the House, 
3 as fallows: 
4 1. Page 1, by striking lines 38 through 47 and 
5 inserting the following: 
6 "2. Bonds issued under this section shall be sold 
7 by the board at". 

!-i- 593 S 
Filed April 12, 1988 
xI~ ~G<'''-'' __ -''./~ 4)5 (ifo /4-?Y) 

RECEIVED fROM THE HOUSE 
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HO[;SE FILE 2377 
- SENATE AME~DMENT TO -

FISCAL NOTE 
REPRESENTNJ'l V2 h'1S£ 

Page 54 

Ii: comr~i,1r.ce W!l'.n ,1 · ..... riccen requesc '''E:c.cj_vc~d A?!"il 11" 1988, ;. fi.:":C;l: not;~ 

ror Senat.e Amendment to HOl1se [O'ilc 2371 ~~ hereof s,~bmit:.:ed pUt-~~d~~: r.O jO~:,L 
Po __ :! p 1-'. 

:i0U',e File 2377 dircc: s th'" C0'lege r,id Commissi.cJn t'.l """P,H'c ~n ."hcdcion,J 
program and i.'::a(~',et.:,nr. strategies to p3rer:ts abollt the r. t "I."'!r:! for eJ':"~l s'.1vin G'; 
t'or r..r)L lege (Ost;s. Jr. tll·o'.'i~es that the St.~t.t; BO;irc of R.egents r.'tay i:;s\);: 
capit~l. app~cciation bo~ds in denominat~ons 5(l th~L F~rents can b:~y them 1:0 

ray fc)r future c0Llege costs of their chil~ren and ailu~:; the Uoard o~ R~;~cnr!; 

to structure lh~ bonds to pay marketing expenses. 
The SenaLe ;J.m"~nd~cn!~ to HF 2377 provides for: legis!,B::lvc: i.nl~nc. Cr·::(i.«'~; ttl!": 
!o~a CoLlege Super Savings Plan, and lncreases t:hc authorized capital 
dppreciation bond amount. to $19 million. 

ASSIJM?TlO)lS: 
~--------l Assumes the l.ssuance 
2. Ass:..(mes a rcduc lion 
3. ASSLlmC5 a change 

FISCAL ErrECT: 

1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 
2011 
2012 

APPROP. fOR 
EXISTING 
TU I nON REPL. 

$18,766 
23,539 
24,034 
22,054 
21,652 
21,057 
20,801 
20,448 
19,214 
19,011 
18,659 
18,519 
18,420 
13,551 
8,307 
8,259 
B,223 
8,212 
8,151 
8,121 
8,070 
8,121 
8,OB2 
5,207 

TOTALS $358,544 

in 
,n 

of $19 million 
the original cost 
note, maturity 

(0005 OMITTED) 

APPROPRIATION 
WITH CAPITAL 
APPRECIATION 

$17,527 
22.067 
22 ,386 
20,701 
21,207 
20,797 
20,506 
20,191 
19,249 
1B,924 
18,669 
18,538 
18,493 
16,644 
12,482 
11,976 
10,737 
10,171 
9,440 
8,806 
8,791 
8,740 
8,648 
3,990 

$369,680 

tn capitA' apprecidcion 
of bond J,SSU3nce. 

from 20-25 years tc 

CHANGE WITH 
CAPITAL APPRECIATION 
BOND AUTHORIZATION 

($1,239) 
(1,473) 
(1,647) 
(1,353) 

(445) 
(259) 
(295) 
(256) 

(26) 
(94) 

9 
20 
73 

3,094 
4,175 
3,717 
2,514 
1,960 
1,290 

685 
721 
61B 
566 

0,216) 

11,137 

5-20 

bond!>. 

years. 
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SOUNCE; State Board of Regents 

F'lLE[) APRTf, 11, 19RR 

(LSS 8166H.2. DlD) 

BY DENNIS PROUTY, FISCAL DIRECTOR 
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PAGE TWENTY-TWO, t-IARCH 8, 1988 HOUSE CLIP SHEET 

HOUSE FILE 2377 
H-5350 

I.: 12 Amend House File 2377 as follows: 
1. Page 1, by striking lines 18 and 19 and io-

3 serting the fallowing: "million dollars, so that they 
4 may be purchased only by residents of this state and 
5 shall be used only for paying future higher education 
6 costs. For the purpose of ~his section, future higher 
7 education costs includes tuition, fees, and room and 
8 board, at a not for profit educational institution 
9 approved by a recognized accrediting agency as deter-

10 mined by the college aid commission." 
11 2. Page 2, line 27, by striking the words 
12 "eemiannaaiiy" and inserting the following: 
13 "semiannually or if used for the purposes of section 
14 262A.5 for ourchase by residents of this state for 
15 educational purposes, the negotiable bonds may be 
16 payable". 
17 3. Page 4, by inserting after line 2 the 
18 following: 
19 "Sec. Section 262A.8, Code 1987, is amended 
20 to read as-Eol1ows: 
21 262A.8 STUDENT FEES TO PAY BONDS. 
22 Whenever bonds are issued by the state board of 
23 regents, it shall be the duty of ea±a the state board 
24 to establish, impose, and collect student fees and 

•

.. 2~5 charges at the institution on behalf of which saeh the 
bonds are issued, and to adjust etteh student fees and 
charges from time to time, in order always to provide 

28 amounts which, together with the institutional income, 
29 will be sufficient to pay the principal of and 
30 interest on eneh the bonds as ~he-~ame they become due 
31 and to maintain a reserve therefor, and sa±a the state 
32 board is authorized to pledge a sufficient amount of 
33 the student fees and charges and institutional income 
34 received by sneh the institution for this purpose. 
35 Student fees and charges and institutional income 
36 received by one institution shall not be used to 
37 discharge bonds issued for or on account of another 
38 institution. All bonds issued under the terms oE this 
39 chapter sha~~-~e are exempt from taxation by the state 
40 of Iowa and the interest ehe~eon-~ha~x-be on the bonds 
41 is exempt from the state income tax, except that the 
42 bonds, and interest on the bonds, purchased by 
43 residents of this state under section 262A.5 for 
44 educational purposes and not used for educational 
45 purposes are not exempt from the state income tax." 
46 4. By numbering and renumbering sections as 
47 necessary. 

BY McKE~~ of Jones VAN ~Ak,EN of Mahaska 
OSTERBERG of Linn DAGGETT of Adams 

,AH-5350 FILED HARCH 7, 1988 
'W'tOTION TO SCSPE;':D RCLES LOST(!" {, -': ,; 



PAGE TWELVE, MARCH 8, 1988 HOUSE CLIP SHEET 

HOUSE FILE 2377 
FISCAL NOTE 

F ,STED BY REPRESENTATIVE SHOULTZ 

In compliance with a 
for HOUSE FILE 2377 
in de~eloping this 
Bureau to members of 

written request received February 17, 1988, a fiscal note 
is hereby submitted pursuant to Joint Rule 17. Data used 
fiscal note are available from the Legislative Fiscal 

the Legislature upon request. 

House File 2377 directs the College Aid Commission to prepare an educational 
program and marketing strategies to parents about the need for early savings 
for college costs. It pro~ides that the State Board of Regents may issue zero 
coupon bonds in denominations so that parents can buy them to pay for future 
college costs of their children and allows the Board of Regents to structure 
the bonds to pay marketing expenses. 

ASSUMPTION: 

Assumes the issuance of $15 million 1n zero coupon bonds. 

FISCAL EFFECT: 

(OOOs OMITTED) 

EXISTING WITH ZERO CHANGE WITH 
YEAR TUITION REPL. COUPONS ZERO COUPONS 

1989 $18,766 $17,720 ($1,046) 
1990 23,539 22,277 0,262) 
1991 24,034 22,543 0,491) 
1992 22,054 20,871 0,183 ) 
1993 21,652 20,688 (964 ) 
1994 21,057 20,238 (819) 
1995 20,801 20,000 (801) 
1996 20,448 19,746 (702) 
1997 19,274 18,847 (427) 
1998. 19,017 18,412 (605) 
1999 18,659 17,600 0,059) 
2000 18,519 17,400 0,119) 
2001 18,420 17,148 0,272) 
2002 13,551 15,728 2,177 
2003 8,307 12,187 3,880 
2004 8,259 11,985 3,726 
2005 8,223 11,853 3,630 
2006 8,212 11,814 3,602 
2007 8,151 11,625 3,474 
2008 8,121 11,479 3,358 
2009 8,070 11,353 3,283 
2010 8,121 11,213 3,092 
2011 8,082 10,801 2,719 
2012 5,207 6,850 1,643 

TOTALS $358,544 $380,378 21,834 

PRESENT VALUE AT 7% 1,434 
SOURCE: State Board of Regents (LSB 8166H, DJO) 

fILED MARCH 7, 1988 BY DENNIS PROUTY, FISCAL DIFECTOR 
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A BILL FOR 

1 An Act'relating to the establishment of programs for paying for 

2 college costs. 

3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 

4 
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13 
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15 

16 
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S.F. H.F. 

1 Section 1. Section 261.2, Code 1987, is amended by adding 

2 the following new subsection: 

3 N~N SUBSECTION. 10. Prepare appropriate informational 

4 materials describing the annual rate by which college costs 

5 are increasing, emphasizing the importance of saving for the 

6 future college costs of children, and outlining some methods 

7 that parents may use to save for college costs. The 

8 informational materials shall be distributed to elementary 

9 schools and preschools, and other locations where parents of 

10 young children are present. 

11 Sec. 2. NEW SECTION. 261.5 TRUST FUND. 

12 A c~llege aid trust fund is established in the office of 

13 the treasurer of state. The fund shall be an endowment for 

14 the college aid commission and moneys deposited in the fund 

15 shall not be expended but shall be invested by the treasurer 

16 of state in investments authorized for the Iowa public 

17 employees' retirement fund in section 978.7. 

18 Interest earned on the fund may be appropriated by the 

19 general assembly to the college aid commission for 

20 distribution to students for financial aid programs 

21 administered by the commission. 

22 Sec. 3. Section 261.14, Code 1987, is amended to read as 

23 fOllows: 

24 261.14 OTHER AID CONSIDERED. 

25 if Except as otherwise provided in this section, if a 

26 student receives financial aid under any other program the 

27 full amount of ~tl~h that financial aid shall be considered 

28 part of the student's financial resources available in 

29 determining the amount of the student's financial need for 

30 that period. Contributions toward the purchase of the first 

31 twenty-five thousand dollars of bonds under section 262A.4 and 

32 contributions not to exceed twenty-five thousand dollars to an 

33 individual education savings account established under section 

4It 

4It 

34 422.7, subsection 28, shall not be considered in evaluating 4It 
35 the financial situation of a student or be deemed a financial 

-1-



S.F. ________ H.F. 

~ I resource of or a form of financial aid or assistance to a 
2 student, for purposes of determining the eligibility of a 

3 student for a guaranteed loan, scholarship, grant, or monetary 

4 assistance awarded by the state or a state agency. T~-~o-ee~e 

5 mey However, the state's total financial contribution to the 

6 student's education, including financial aid under any other 

7 state program, shall not exceed the tuition and mandatory fees 

8 at the institution which the student attends. 

9 Sec. 4. Section 262.9, Code Supplement 1987, is amended by 
10 adding the following new subsection: 

NEW SUBSECTION. 19. In the issuance of bonds under 

of the bonds so that the underwriter may manage a broad 

14 distribution of the bonds to Iowa residents; the bonds bear 

15 interest currently, on a deferred basis, or at maturity; and 

16 the bonds are issued in denominations that will encourage 

17 parents to purchase them for paying future education costs. 
18 Sec. 5. Section 262A.5, unnumbered paragraph 1, Code 1987, 

19 is amended to read as follows: 
20 -The board is authorized to borrow money under this chapter, 

21 and the board may issue and sell negotiable bonds to pay all 
22 or any part of the cost of carrying out any a project at eny 

23 an institution and may refund and refinance bonds issued for 

24 a~y a project or for refunding purposes at the same rate or at 

25 a higher or lower rate or rates of interest. Bonds issued 
26 under ~fte-prov~~~on~-of this chapter shall be sold by ~eid the 

27 board at public sale on the basis of sealed proposals received 
28 pursuant to a notice specifying the time and place of sale and 

29 the amount of bonds to be sold which shall be published at 
30 least once not less than seven days prior to the date of sale 

31 in a newspaper published in the state of Iowa and having a 

32 general circulation in said the state. 

33 eftap~er Chapter 75 ~haii does not apply 

~fte-provf~fons-of 

to bonds issued under 

34 authority contained in this Chapter, but stteh those bonds 

35 shall be sold upon terms of not less than ninety-seven percent 

-2-
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1 of par plus accrued interest. Bonds issued to refund other 

2 bonds issued under the-~~o~%sions-of this chapter may either 

3 be sold in the manne, hereinbefore specified and the proceeds 

4 the~eof applied to the payment of the obligations being 

5 refunded, or the refunding bonds may be exchanged for and in 

6 payment and discharge of the obligations being refunded. The 

7 refunding bonds may be sold or exchanged in installments at 

8 different times or an entire issue or series may be sold or 

9 exchanged at one time. Any An issue or series of refunding 

10 bonds may be exchanged in part or sold in parts in 

11 installments at different times or at one time. The refunding 

12 bonds ~ay be sold or exchanged at any time on, before, or 

13 after the maturity of any-of the outstanding bonds or other 

14 obligations to be refinanced thereby and may be issued for the 

15 purpose of refunding a like or greater principal amount of 

16 bonds, except that the principal amount of the refunding bonds 

17 may exceed the principal amount of the bonds to be refunded to 

18 the extent necessary to pay any a premium due on the call of 

19 the bonds to be refunded or to fund interest in arrears or 

20 which is to become due. 

21 Sec. 6. Section 262A.6, Code 1987, is amended to read as 

22 follows: 

23 262A.6 FORM AND CONDITION OF BONDS. 

24 S~eh The bonds may bear s~eh ~ date or dates, may bear 

25 interest at s~eh a rate or rates, payable sem±ann~a~~y at a 

26 time or times, may mature at s~eh ~ time or times, may be in 

27 stleh a form and denominations, may carry stleh registration 

28 privileges, may be payable at Stlch ~ place or places, may be 

29 subject to stlch terms of redemption prior to maturity with or 

30 without premium, if so stated on the their face thereof, and 

31 may contain stlch terms and covenants, including the 

32 establishment of reserves, all as may be provided by the 

33 resolution of the board authorizing the issuance of the bonds. 

34 In addition to the estimated cost of construction, including 

35 site costs, the cost of the project may include interest upon 

-3-
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3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

S.F. H.P • 

the bonds during construction and for six months after the 

estimated completion date, the compensation of a fiscal agent 

or adviser, engineering, architectural, administrativeL and 

legal expenses and provision for contingencies. 5~eh The 

bonds shall be executed by the president of the state board of 

regents and attested by the executive secretary, secretarYL or 

other official ~he~eer of the state board performing the 

duties of secretary, and the coupons ~he~ete attached to the 

bonds shall be executed with the original or facsimile 

signatures of ~a~d the president, executive secretary, 

secretarYL or other official~7-~re~~ded.-hewe~er.-~hat-the The 

facsim~le signature of either of ~tteh the officers executing 

~tteh the bonds may be imprinted on the face of the bonds in 

14 lieu of the manual Signature of ~tteh the officer, but at least 

15 one of the signatures appearing on the face of each bond shall 

16 be a manual signature. Any-bend~ Bonds bearing the signatures 

17 of officers in office on the date of the signing ~he~eer-~hail 

18 be are valid and binding for all purposes, notwithstanding 

19 that before delivery ~he~eer any or all ~tteh of the persons 

20 whose signatures appear ~hereen-~hall have ceased to be ~tteh 

21 officers. Each ~~eh bond shall state upon its face the name 

22 of the institution on behalf of which it is issued, that it is 

23 payable solely and only from the student fees and charges and 

24 institutional income received by ~~eh the institution a~ 

25 hereinbere~e-~~e~ided, and that it does not constitute a debt 

26 of or charge against the state of Iowa within the meaning or 

27 application of any ~ constitutional or statutory limitation or 

28 provision. The issuance of ~tteh these bonds shall be recorded 

29 in the office of the treasurer of the institution on behalf of 

30 which the ~ame bonds are issued, and a certificate by ~~eh the 

31 treasurer to this effect shall be printed on the back of each 

32 sHeh bond. 

33 Sec. 7. Section 422.7, Code Supplement 1987, is amended by 

1It 34 adding the following new subsection: 

35 NEW SUBSECTION. 28. a. Subtract the amount contributed 

-4-
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1 In cash to an education savings account for the benefit of one 4It 
2 named individual not to exceed two thousand dollars for the 

3 tax year and not to exceed forty-eight thousand dollars for 

4 all tax years. 

5 For the purposes of this subsection, an education savings 

6 account is a trust created or organized in the United States 

7 for the exclusive benefit of the one individual named by the 

8 trustor. 

9 b. The trust must meet the following requirements: 

10 (1) The trustee must be a bank, 

11 demonstrates to the satisfaction of 

or a person who 

the director of the 

12 department of revenue and finance that the manner in which the 
• 

13 person will administer the trust will be consistent with the 

14 requirements of this section. 

15 (2) The trust funds shall not be invested in life 

16 insurance contracts. 

17 (3) The interest of the trustor in the balance of the 

18 trust shall be nonforfeitable. 

19 (4) The assets of the trust shall not be commingled with 

20 other property except in a common trust fund or a common 

21 investment fund. 

22 (5) The books and records of the trust shall be kept in 

23 accordance with this subsection using the tax year of the 

24 trustor and the two year shall be specified in the governing 

25 instrument. 

26 (6) The trust shall be created to be an education savings 

27 account for the benefit of one named individual other than the 

28 trustor, and the date of birth of the named individual shall 

29 be specified. 

30 (7) Contributions shall be accepted only from the trustor. 

31 (8) Contributions other than qualified rollover 

32 contributions shall be accepted only in cash. 

33 (9) A contribution shall be accepted as a qualified 

34 rollover contribution only if the trustor furnishes to the 

35 trustee a written statement from a trustee of another 

-5-
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1 education savings account for the benefit of the same named 

2 individual as the trust to which the rollover contribution is 

3 to be made, that complies with this subsection, and the date 

4 of distribution shown on the statement is within sixty days 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

before the date of the contribution. 

(10) A balance in the account on the day after the day on 

which the beneficiary attains thirty years of age, or, if 

earlier, the date on which the beneficiary dies, shall be 

distributed on that date; ninety percent to the trustor and 

ten percent to the educational institution designated for 

purposes of this paragraph in the trust-governing instrument. 

c. (1) Except as otherwise provided in this paragraph 

"c", the amount paid or distributed during a tax year from an 

education savings account shall be included in the net income 

of the trustor for that tax year unless the amount is used 

exclusively to pay certified eligible education expenses 

incurred by the trustor for the beneficiary. 

18 (2) Subparagraph (1) does not apply to the distribution to 

19 the trustor of an amount paid or distributed during a tax year 

20 from an education savings account, to the extent that the 

21 amount exceeds the amount allowable as a deduction under 

22 paragraph "a", if the distribution is received by the trustor 

23 on or before the date prescribed by law, including extensions 

24 of time, for filing the trustor's return for that tax year, no 

25 deduction was allowed under paragraph "a" with respect to the 

26 excess amount; and the distribution is accompanied by the 

27 amount of income attributable to the excess amount. Income 

28 attributable to the excess amount shall be included in the net 

29 income of the trustor for the tax year in which it is 

30 received. 

31 (3) Subparagraph (1) does not apply to a distribution 

32 which is a qualified rollover contribution. 

33 d. (1) An education savings account is exempt from 

,. 34 taxation under this division unless the account has ceased to 

35 be an education savings account. An education savings account 

-6-
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1 ceases to be an education savings account as of the first day 

2 of the tax year of the trustor, if the beneficiary attains 

3 twenty-two years of age and is not at least a half-time 

4 student at a qualified educational institution for the 

5 calendar year ending during the tax year; if the beneficiary 

6 attains twenty-five years of age and is not a full-time 

7 student at a qualified educational institution for the 

8 calendar year ending during the tax year; if the beneficiary 

9 attains thirty years of age; if the trustor uses the account 

10 or any portion of the account as security for a loan; or if 

11 the trustor transfers an ownership interest in the account, 

12 including a transfer by operation of law . 
• 

13 However, the prohibition on a transfer of ownership of the 

14 account does not apply to a transfer of an education savings 

15 account, as a result of the death of the trustor, to the 

16 beneficiary or to the estate of the deceased trustor in order 

17 that the estate may transfer the account to the beneficiary 

18 pursuant to the will of the deceased trustor; to a transfer of 

19 an education savings account, as a result of the death of the 

20 trustor, to another individual or to the estate of the 

21 deceased trustor in order that the estate 

22 account to another individual pursuant to 

may transfer the 

the will of the 

23 deceased trustor if the individual makes a qualified rollover 

24 contribution with respect to the account; or to a transfer of 

25 an education savings account pursuant to the divorce of the 

26 trustor of the account if the transferee is required by law to 

27 use the account for the purposes of paying the certified 

28 eligible education expenses of the beneficiary of the account. 

29 (2) If an account ceases to be an education savings 

30 account on the first day of a tax year, paragraph He" shall be 

31 applied as if there were a distribution of all of the assets 

32 of the account on the first day. 

33 e. If a distribution from an education savings account lS 

34 made and is not used exclusively to pay certified eligible 

35 education expenses incurred by the trustor for the 

-7-
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beneficiary, the tax liability of the trustor shall be 

increased for the tax year in which the distribution occurs by 

an amount equal to ten percent of the amount of the 

distribution which is includable in the trustor's net income 

for the tax year. 

If an amount is includable in the net income of an 

individual other than the trustor for a tax year under 

paragraph "d", the trustor's tax liability for the tax year 

shall be increased by an amount equal to ten percent of the 

10 amount required to be included in the individual's net income. 

11 f. Por purposes of this subsection, the following 

12 definitions apply: 
• 

13 (1) "Named individual" or "beneficiary" means an eligible 

14 individual specified in the written governing instrument of an 

15 education savings account. 

16 (2) "Eligible individual" means an individual who is the 

17 trustor of the account or is a son, daughter, stepson, or 

18 stepdaughter of the trustor of the account, or a descendant of 

19 any of the individuals listed. 

20 (3) "Certified eligible education expenses" means, with 

21 respect to a beneficiary, the sum of the amount of eligible 

22 education expenses with respect to the beneficiary which are 

23 paid by the taxpayer during the tax year to a qualified 

24 educational institution, as reflected in a written 

25 certification from that institution; plus the lesser of the 

26 off-campus housing expenses with respect to the beneficiary 

27 for the tax year, or the amount of cash provided by the 

28 taxpayer to the beneficiary, or if the taxpayer is the 

29 trustor, the amount spent by the taxpayer on room and board 

30 during the year. 

31 (4) "Eligible education expenses" means, with respect to a 

32 beneficiary, the sum of amounts charged for tuition for, and 

33 room and board provided by, a qualified educational 

34 institution to the beneficiary in connection with the full-

35 time enrollment of the beneficiary in one or more terms of 
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1 qualified education; plus the amounts charged for tuition for 4It 
2 the part-time enrollment of the beneficiary in one or more 

3 terms of qualified education. 

4 (5) "Qualified education" means a program leading to a 

5 degree or certification at a qualified educational 

6 institution. 

7 (6) "Qualified educational institution" means an eligible 

8 institution as defined in section 261.35, subsection 2. 

9 (7) "Qualified rollover contribution" means a contribution 

10 for which the entire amount of the contribution, including 

11 money and any other property, represents the distribution to 

12 the ta~payer of the entire amount of a previous education 

13 savings account, as reflected in a statement from the trustee 

14 of the account furnished to the trustee of the new education 

15 savings account which has the same beneficiary as the previous 

16 account; the contribution to the new account was made on or 

17 before the earlier of the beginning of the tax year of the 

18 taxpayer in which the beneficiary attains thirty years of age, 

19 or the date sixty days after the day on which the distribution 

20 from the previous account occurs; and no rollover contribution 

21 described in this subparagraph was made to the previous 

22 education savings account during the one-year period ending on 

23 the day on which the distribution from the previous account 

24 occurs. 

25 "Qualified rollover contribution" includes a contribution 

26 for which the entire amount of the contribution, including 

27 money and any other property, represents the distribution to 

28 the taxpayer of the entire amount of a previous education 

29 savings account that was acquired as a result of the death of 

30 the trustor of the account, as reflected in a statement from 

31 the trustee of the account furnished to the trustee of the new 

32 education savings account which has the same beneficiary as 

33 the previous account; and the contribution to the new account 

34 was made within all of the following time limits: 

35 (al On or before the later of the date one year after the 
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'. 1 date of death of the trustor of the previous education savings 

2 account or the date sixty days after the date on which the 

,. 

'. 

3 previous account was transferred to the taxpayer. 

4 (b) On or before the earlier of the beginning of the tax 

5 year of the taxpayer in which the beneficiary attains age 

6 thirty or the date sixty days after the date on which the 

7 distribution from the previous account occurs. 

8 (c) At a time when the beneficiary is an eligible 

9 individual with respect to the taxpayer. 

10 g. The director shall adopt rules for the application of 

11 this subsection, including rules with respect to, but not 

12 limited to all of the following: 

13 (1) An education savings account that receives a qualified 

14 rollover contribution. 

15 ( 2) An education savings account transferred as a result 

16 of the death of the trustor of the account. 

17 ( 3) A taxpayer who owns more than one education savings 

18 account with respect to the same beneficiary during the tax 

19 year. 

20 ( 4 ) A tax year in which a beneficiary attends more than 

21 one qualified educational institution. 

22 (5) The limitation of the certified eligible education 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

expenses of all taxpayers with respect to a single beneficiary 

for a tax year, so that the total amount with respect to off­

campus room and board used in determining the total amount of 

the expenses in the year does not exceeds the actual qualified 

off-campus housing expenses with respect to the beneficiary 

for the tax year. 

h. For purposes of this section, a taxpayer is deemed to 

have made a contribution to an education savings account on 

the last day of a tax year if the contribution is made on 

account of the tax year and is made not later than the time 

prescribed by law for filing the return for the tax year, 

including extensions. 

~. For purposes of this subsection, a custodial account 
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1 shall be treated as a trust if the assets of the account are 

2 held by a bank, within the meaning of section 408{n) of the 

3 Internal Revenue Code, or another pe:son who demonstrates to 

4 the satisfaction of the director, that the manner in whiCh 

5 that person will administer the account will be consistent 

6 with the requirements of this subsection, and if the custodial 

7 account would, except for the fact that it is not a trust, 

8 constitute an education savings account. In the case of a 

9 custodial account treated as a trust by reason of the 

10 preceding sentence, the custodian of the account shall be 

11 treated as the trustee of the account. 

12 j. The following reports shall be made: 

13 (I) The trustee of an education savings account from whiCh 

14 any distribution was made dUring a tax year shall, within 

15 forty-five days after the close of the tax year, make a report 

16 to the director and the trustor of the account showing the 

17 name and address of the trustor of the account and the amount 

18 of the distributions. 

19 (2) The trustee of an education savings account shall, 

20 within forty-five days after the date the beneficiary attained 

21 age thirty, make a report to the director and the trustor of 

22 the account showing the name and address of the trustor of the 

23 account and the fact that the beneficiary attained age thirty 

24 and the date on which the beneficiary attained age thirty, on 

25 the first business day of the tax year of the trustor that 

26 includes that day. 

27 (3) The trustee of an education savings account shall make 

28 reports and furnish statements with respect to contributions, 

29 distributions, and other matters, as the director may require 

30 by rules. 

31 (4) A qualified educational institution certifying 

32 eligible education expenses and qualified off-campus housing 

33 expenses shall do so as the director may by rule require. The 

34 certifications shall contain additional information as the 

35 director may by forms or rules require. 
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1 EXPLANATION 

2 This bill directs the college aid commission to prepare and 

3 distribute informational brochures stressing the need for 

4 early saving for college costs. It establishes an endowment 

5 fund to be administered by the college aid commission. 

6 Interest earned on the fund may be appropriated by the general 

7 assembly for student financial aid programs. It provides that 

8 the state board of regents may issue zero coupon bonds in 

9 small denominations so that parents can buy them to pay for 

10 future college costs of their children. It provides that 

11 investments in zero coupon bonds and education savings 

12 accounts up to twenty-five thousand dollars not be considered . 
13 when determining a student's eligibility for financial aid. 

14 It authorizes the establishment of education savings accounts 

15 which are tax-deductible and earn tax-free interest, somewhat 

16 similarly to individual retirement accounts. 

17 

1t 18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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