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1 An Act relating to the Iowa educational savings plan trust and
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providing an effective date.
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

TLSB 5263DP 78
rn/cls/14



O 0 3 0 0 b W N =

W W W W W W NN N N NN KN N NN KN - P
N > W N H O W O 3O U & W v H O© W 0 J O U0 & WN -

Section 1. Section 12D.1, Code 1999, is amended by adding
the following new subsection:

NEW SUBSECTION. OA. "Account balance limit" means the
maximum allowable aggregate balance of accounts established

for the same beneficiary. Account earnings, if any, are
included in the account balance limit.

Sec. 2. Section 12D.3, subsection 1, paragraph a, Code
Supplement 1999, is amended to read as follows:

a. Each participation agreement may require a participant
to agree to invest a specific amount of money in the trust for
a specific period of time for the benefit of a specific
beneficiary. A participant shall not be required to make an
annual contribution on behalf of a beneficiary. The minimum
contribution per beneficiary per year, in a year in which a
participant is making a contribution, shall be fifty dollarsy
and—-the., The maximum contribution that may be deducted for

Iowa income tax purposes shall not exceed two thousand dollars

per beneficiary per year adjusted annually to reflect
increases in the consumer price index. However;—the The
treasurer of state may shall set a-maximum;-as-necessarys; an
account balance limit to maintain compliance with section 529

of the Internal Revenue Code. A contribution shall not be

permitted to the extent it causes the aggregate balance of all

accounts established for the same beneficiary to exceed the

applicable account balance limit.
Sec. 3. Section 12D.3, subsection 2, Code Supplement 1999,
is amended to read as follows:

2. Beneficiaries designated in participation agreements
may be designated from date of birth up to, but not including,
their eighteenth birthday. A substitute beneficiary may be
older than age eighteen provided that the substitute
beneficiary is not older than the original beneficiary when
the-substitutiton-its-made.

Sec. 4. Section 12D.3, subsection 5, paragraph a, Code
Supplement 1999, is amended to read as follows:
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a. A beneficiary under a participation agreement may be

changed as permitted under rules adopted by the treasurer of
state upon written request of the participant prier-teo-the
date-of-admission-of-the-beneficrary-to-an-instirtution-of
higher-education as long as the substitute beneficiary is
eligible for participation.

Sec. 5. Section 422.7, subsection 32, paragraph a, Code
1999, is amended by striking the paragraph and inserting in
lieu thereof the following:

a. Subtract the maximum contribution that may be deducted
for Iowa income tax purposes as a participant in the Iowa
educational savings plan trust pursuant to section 12D.3,
subsection 1, paragraph "a".

Sec. 6. EFFECTIVE DATE. This Act, being deemed of
immediate importance, takes effect upon enactment.

EXPLANATION

This bill amends certain Code provisions relating to the
Iowa educational savings plan trust.

The bill defines an "account balance limit" to mean the
maximum allowable aggregate balance of accounts and account
earnings, established for the same beneficiary, and provides
that the treasurer of state will establish an account balance
limit for all accounts established for a designated
beneficiary beyond which contributions will not be permitted,
in order to maintain compliance with Internal Revenue Code
section 529. Currently, the maximum contribution limit is
established at $2,000 per year, adjusted annually to reflect
changes in the consumer price index. The bill provides that
regardless of the level of contributions made, the maximum
contribution per contributor that will be deductible for state
income tax purposes cannot exceed the annually adjusted $2,000
per beneficiary amount. The bill provides for corresponding
language in Code section 422.7, subsection 32, paragraph "a",
regarding the amount which can be deducted for Iowa income tax
purposes.
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The bill additionally eliminates a provision which

prohibited the substitution of beneficiaries after the
original beneficiary has been admitted to college, and makes a
technical correction eliminating the qualification that a
substitute beneficiary not be older than the original
beneficiary "when the substitution is made".

The bill takes effect upon enactment.
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g STATE OF IOWA
MICHAEL L. FITZGERALD : OFFICE OF TREASURER OF STATE : ° TELEPHONE 515-281-5368
TREASURER DES MOINES ‘ FAX 515-281-7562
) 50319-0005

November 23, 1999

To: Members of the lowa General Assembly
Fr: Treasurer of State Michael L. Fitzgerald
Re: lowa Educational Savings Plan Trust (12D)

My office is requesting changes to Chapter 12D as follows:
1. Add a definition of an “account balance limit” in 12D.1

2. Allow contributions up to the account balance limit in 12D.3 whether donated in one or more
years. The amount allowed for a deduction would remain at the present $2000 per account per
year adjusted for inflation. The account balance Limit is $140,122. The change in the lowa
statute would permit

1) afamily with older children to save sufficient funds in Towa’s plan to finance college. The
present limit of $2000 per child makes it impossible for families with children above the
grade school level to do so.

2) taxpavers to use the federal gift tax provisions of IRC 529.

) lowa participants to place additional funds with lowa’s 529 rather than investing in another
state’s 529 plan. Present IRS regulations do not restrict participants to one state plan. Those
who wish to contribute more than $2000 per child do so by investing out-of-state.

3. Eliminate a poorly worded phrase in 12D.3 (2).
4. Eliminate a phrase in 12D.3 (5) that makes it cumbersome for families to change beneficiaries.
The requirement to substitute beneficiaries before the original beneficiary is admitted to college

eliminates much needed flexibility for families and program administration.

Thank you for your consideration.
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An Act relating to the Iowa educational savings plan trust and
providing an effective date.
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

TLSB 5263RHV 78
rn/cls/14

esae



S.F. _____ H.F. 2_5__50

Section 1. Section 12D.1, Code 1999, is amended by adding
the following new subsection: .

NEW SUBSECTION. OA. “Account balance limit" means the
maximum allowable aggregate balance of accounts established

for the same beneficiary. Account earnings, if any, are
included in the account balance limit,

Sec. 2. Section 12D.3, subsection 1, paragraph a, Code
Supplement 1999, is amended to read as follows:

a. Each participation agreement may require a participant
to agree to invest a specific amount of money in the trust for
a specific period of time for the benefit of a specific
beneficiary. A participant shall not be required to make an
annual contribution on behalf of a beneficiary. The minimum
contribution per beneficiary per year, in a year in which a
participant is making a contribution, shall be fifty dollarss
and-the. The maximum contribution that may be deducted for

Jowa income tax purposes shall not exceed two thousand dollars

per beneficiary per year adjusted annually to reflect
increases in the consumer price index. Hewever;-the The
treasurer of state may shall set a-maximum;-as—necessary; an
account balance limit to maintain compliance with section 529

of the Internal Revenue Code. A contribution shall not be

permitted to the extent it causes the aggregate balance of all

accounts established for the same beneficiary to exceed the

applicable account balance limit.
Sec. 3. Section 12D.3, subsection 2, Code Supplement 1999,
is amended to read as follows:

2. Beneficiaries designated in participation agreements
may be designated from date of birth up to, but not including,
their eighteenth birthday. A substitute beneficiary may be
older than age eighteen provided that the substitute
beneficiary is not older than the original beneficiary when
the-substitution-+s-made,

Sec. 4. Section 12D.3, subsection 5, paragraph a, Code
Supplement 1999, is amended to read as follows:
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a. A beneficiary under a participation agreement may be
changed as permitted under rules adopted by the treasurer of
state upon written request of the participant prior-te-the
date-of-admission-of-the-benefictary-to-an-institution-of
higher-education as long as the substitute beneficiary is
eligible for participation.

Sec. 5. Section 422.7, subsection 32, paragraph a, Code
1999, is amended by striking the paragraph and inserting in
lieu thereof the following:

a. Subtract the maximum contribution that may be deducted
for Iowa income tax purposes as a participant in the Iowa
educational savings plan trust pursuant to section 12D.3,
subsection 1, paragraph "a".

Sec. 6. EFFECTIVE DATE. This Act, being deemed of
immediate importance, takes effect upon enactment.

EXPLANATION

This bill amends certain Code provisions relating to the
Iowa educational savings plan trust.

The bill defines an "account balance limit" to mean the
maximum allowable aggregate balance of accounts and account
earnings, established for the same beneficiary, and provides
that the treasurer of state will establish an account balance
limit for all accounts established for a designated
beneficiary beyond which contributions will not be permitted,
in order to maintain compliance with Internal Revenue Code
section 529. Currently, the maximum contribution limit is
established at $2,000 per year, adjusted annually to reflect
changes in the consumer price index. The bill provides that
regardless of the level of contributions made, the maximum
contribution per contributor that will be deductible for state
income tax purposes cannot exceed the annually adjusted $2,000
per beneficiary amount. The bill provides for corresponding
lanquage in Code section 422.7, subsection 32, paragraph "a",
regarding the amount which can be deducted for Iowa income tax

purposes.
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The bill additionally eliminates a provision which
prohibited the substitution of beneficiaries after the
original beneficiary has been admitted to college, and makes a
technical correction eliminating the qualification that a
substitute beneficiary not be older than the original
beneficiary "when the substitution is made".

The bill takes effect upon enactment.
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HOUSE TILZ 2550
AN ACT
RELATING TO THE ICWA ZCUCATIONAL SAVINGS FLAN TRUST AND
PROVIDING AN EFFECTIVE DATE.

SE IT ENACTED BY THE GENERAL ASSZIMBLY OF THE STATE OF IOWA:

Section .. Section 12D.1, Code 1999, is amended by acding
the foilowing new subsection:

NEW SUBSECTION. O0A. "Account balance limit" means the
maximum allowable aggregate balance of accounts established
for the same pdeneficiary. Account earnings, if any, are
included in the account balance limit.

Sec., 2. Section 12D.3, subsection 1, paragraph a, Code
Supplement 1293, is amended =0 read as Icilows:

a. Each participation agreement may require a participant
to agree to invest a specific amcunt c¢f money in the trust for
a specific pericd of time for tne benefit of a specific
beneficiary. 3 participant shall not pe required to make an
annual ccntribution on behal.f of a berneficiary. The minimum
contribution per beneficlary per year, in a year in which a

Youse File 2530, p. 2

per-.c.pant .s making a contribution, shail be Ii:ity doilarsy

anc-wae. The maximum centribution that may be <cecucted o

Izwa lncome tax purposes shall not exceed two thousand do..ars

per beneflciary per vear adiusted annually zo reflect
ircreazses in the consumer price irndex. Eowever;-she The
Lreasurer cf state may shall se:r a-mex:mupr;-as-necessary; an

c zalance Limit tc maintain corpliance with section 529

un
he Irzernal Revenue Code, A contributicn shall rot be

t
cerm:rzed o “he extent it causes the agareqate bealance of all

acccunts establisned for the same benefic:ary kc exceed the

t
aprlicable account balance limit.

Sec. 3. Section 12D.3, subsection 2, Code Suwnplement 1999,
is amended to read as fcllows:

2. 3zZeneficiaries designated in participation agreemen:s
may be cesignated from date of birth up to, but not inciuding,
their eighteenth birthday. A substitute beneficiary may oe
o.éer than age eighteen provided thaz the substitute
pereficiary is not older than the original beneficiary when
tae-subscitucion-is-made.

Sec. 4. Section 12D.3, subsection 5, paragraph a, Code
Supplement 3999, is amended to read as follows:

a. A zeneficiary urder a participation agreement may be
changed as permitted under rules adcpted by the treasurer of
state upon written request of the particigant prior-to-che
dacte-af-sdmiaston-of-the-beneficiary-to-an-tnacicusion-of
~tgner-educacson as long as the substitute beneficiary is
eligible for participation.

Sec. 3. Section 422.7, subsection 32, paragraph a, Code
1999, :s .amended by striking the paragraph and inserting in

066¢ d4H

Lieu therecf the folliowing:

a. Subtract the maximum contridution that may be deducted
fcr lcwa incceme tax purposes as a participant in the Iowa
educational savings pian trust pursuant to section 12D.3,
subsecticn 1, paragraph "a".
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BRZNT SIZIGRIST
Speaker cf the House

MARY Z. KRAMIR
President of the Sena:e

I hereby certify that this bi.l criginated in the House and
is known as House File 25590, Seventy-eighth General Assembly,
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Approved ., 2000
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