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S.F. H.F. 

1 Section 1. Section 120.1, Code 1999, is amended by adding 

2 the following new subsection: 

3 NEW SUBSECTION. OA. "Account balance limit" means the 

4 maximum allowable aggregate balance of accounts established 

5 for the same beneficiary. Account earnings, if any, are 

6 included in the account balance limit. 

7 Sec. 2. Section 120.3, subsection 1, paragraph a, Code 

8 Supplement 1999, is amended to read as follows: 

9 a. Each participation agreement may require a participant 

10 to agree to invest a specific amount of money in the trust for 

11 a specific period of time for the benefit of a specific 

12 beneficiary. A participant shall not be required to make an 

13 annual contribution on behalf of a beneficiary. The minimum 

14 contribution per beneficiary per year, in a year in which a 

15 participant is making a contribution, shall be fifty dollars7 

16 and-~ne. The maximum contribution that may be deducted for 

17 Iowa income tax purposes shall not exceed two thousand dollars 

18 per beneficiary per year adjusted annually to reflect 

19 increases in the consumer price index. However7-~he The 

20 treasurer of state may shall set a-maXimttm7-es-neeessa~Y7 an 

21 account balance limit to maintain compliance with section 529 

22 of the Internal Revenue Code. A contribution shall not be 

23 permitted to the extent it causes the aggregate balance of all 

24 accounts established for the same beneficiary to exceed the 

25 applicable account balance limit. 

26 Sec. 3. Section 120.3, subsection 2, Code Supplement 1999, 

27 is amended to read as follows: 

28 2. Beneficiaries designated in participation agreements 

29 may be designated from date of birth up to, but not including, 

30 their eighteenth birthday. A substitute beneficiary may be 

31 older than age eighteen provided that the substitute 

32 beneficiary is not older than the original beneficiary wheft 

33 ~he-stths~i~tt~ion-±s-mede. 

34 Sec. 4. Section 120.3, subsection 5, paragraph a, Code 

35 Supplement 1999, is amended to read as follows: 
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S.F. H.F. 

1 a. A beneficiary under a participation agreement may be 

2 changed as permitted under rules adopted by the treasurer of 

3 state upon written request of the participant p~±or-~o-ehe 

4 d8ee-of-8dm±ssioft-o£-~he-befte£±e±8~y-eO-8ft-±ftseietleioft-0£ 

5 h±ghe~-edtle8eioft as long as the substitute beneficiary is 

6 eligible for participation. 

7 Sec. 5. Section 422.7, subsection 32, paragraph a, Code 

8 1999, is amended by striking the paragraph and inserting in 

9 lieu thereof the following: 

10 a. Subtract the maximum contribution that may be deducted 

11 for Iowa income tax purposes as a participant in the Iowa 

12 educational savings plan trust pursuant to section 12D.3, 

13 subsection 1, paragraph "a". 

14 Sec. 6. EFFECTIVE DATE. This Act, being deemed of 

15 immediate importance, takes effect upon enactment. 

16 EXPLANATION 

17 This bill amends certain Code provisions relating to the 

18 Iowa educational savings plan trust. 

19 The bill defines an "account balance limit" to mean the 

20 maximum allowable aggregate balance of accounts and account 

21 earnings, established for the same beneficiary, and provides 

22 that the treasurer of state will establish an account balance 

23 limit for all accounts established for a designated 

24 beneficiary beyond which contributions will not be permitted, 

25 in order to maintain compliance with Internal Revenue Code 

26 section 529. Currently, the maximum contribution limit is 

27 established at $2,000 per year, adjusted annually to reflect 

28 changes in the consumer price index. The bill provides that 

29 regardless of the level of contributions made, the maximum 

30 contribution per contributor that will be deductible for state 

31 income tax purposes cannot exceed the annually adjusted $2,000 

32 per beneficiary amount. The bill provides for corresponding 

33 language in Code section 422.7, subsection 32, paragraph "a", 

34 regarding the amount which can be deducted for Iowa income tax 

35 purposes. 
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S.F. ____ H.F. 

I The bill additionally eliminates a provision which 

2 prohibited the substitution of beneficiaries after the 

3 original beneficiary has been admitted to college, and makes a 

4 technical correction eliminating the qualification that a 

5 substitute beneficiary not be older than the original 

6 beneficiary "when the substitution is made". 

7 The bill takes effect upon enactment. 
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MICHAEL L. FITZGERALD 

TREASURER 

November 23, 1999 

STATE OF IOWA 
OFFICE OF TREASURER OF STATE 

DES MOINES 
50319·0005 

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

My office is requesting changes to Chapter l2D as follows: 

1. Add a definition of an "account balance limit" in 12D.I 

TELEPHONE 515·281·5368 

FAX 515·281·7562 

2. Allow contributions up to the account balance limit in l2D.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 Iowa 
statute would permit 

1) a family with older children to save sufficient funds in Iowa'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) taxpayers to use the federal gift tax provisions of IRe 529. 
3) Iowa participants to place additional funds with Iowa'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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S.P. H.P. ~55tJ -----

1 section 1. Section 120.1, Code 1999, is amended by adding 

2 the following new subsection: 

3 NEW SUBSECTION. OA. "Account balance limit" -means the 

4 maximum allowable aggregate balance of accounts established 

5 for the same beneficiary. Account earnings, if any, are 

6 included in the account balance limit. 

7 Sec. 2. Section 120.3, subsection 1, paragraph a, Code 

8 Supplement 1999, is amended to read as follows: 

9 a. Each participation agreement may require a participant 

10 to agree to invest a specific amount of money in the trust for 

11 a specific period of time for the benefit of a specific 

12 beneficiary. A participant shall not be required to make an 

13 annual contribution on behalf of a beneficiary. The minimum 

14 contribution per beneficiary per year, in a year in which a 

15 participant is making a contribution, shall be fifty dollars, 

16 aftd-~he. The maximum contribution that may be deducted for 

17 Iowa income tax purposes shall not exceed two thousand dollars 

18 per beneficiary per year adjusted annually to reflect 

19 increases in the consumer price index. However,-~he The 

20 treasurer of state may shall set a-maximttm,-a~-fteee~~ary, an 

21 account balance limit to maintain compliance with section 529 

22 of the Internal Revenue Code. A contribution shall not be 

23 permitted to the extent it causes the aggregate balance of all 

24 accounts established for the same beneficiary to exceed the ----
25 applicable account balance 1 imi t. 

26 Sec. 3. Section 120.3, subsection 2, Code Supplement 1999, 

27 is amended to read as follows: 

28 2. Beneficiaries designated in participation agreements 

29 may be designated from date of birth up to, but not including, 

30 their eighteenth birthday. A SUbstitute beneficiary may be 

31 older than age eighteen provided that the substitute 

32 beneficiary is not older than the original beneficiary wheft 

33 ~he-~ttb~~i~tt~ioft-i~-made. 

34 Sec. 4. Section 12D.3, subsection 5, paragraph a, Code 

35 Supplement 1999, is amended to read as follows: 
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S.F. H.F. 

1 a. A beneficiary under a participation agreement may be 

2 changed as permitted under rules adopted by the treasurer of 

3 state upon written request of the participant pri~r-e~-ehe 

4 dftee-of-admi~~ion-of-ehe-be"efieiary-eo-ft"-i"seietteio"-of 

5 hi9her-edtteaeio" as long as the substitute beneficiary is 

6 eligible for participation. 

7 Sec. 5. Section 422.7, subsection 32, paragraph a, Code 

8 1999, is amended by striking the paragraph and inserting in 

9 lieu thereof the following: 

10 a. Subtract the maximum contribution that may be deducted 

11 for Iowa income tax purposes as a participant in the Iowa 

12 educational savings plan trust pursuant to section 120.3, 

13 subsection 1, paragraph "a". 

14 Sec. 6. EFFECTIVE DATE. This Act, being deemed of 

15 immediate importance, takes effect upon enactment. 

16 EXPLANATION 

17 This bill amends certain Code provisions relating to the 

18 Iowa educational savings plan trust. 

19 The bill defines an "account balance limit" to mean the 

20 maximum allowable aggregate balance of accounts and account 

21 earnings, established for the same beneficiary, and provides 

22 that the treasurer of state will establish an account balance 

23 limit for all accounts established for a designated 

24 beneficiary beyond which contributions will not be permitted, 

25 in order to maintain compliance with Internal Revenue Code 

26 section 529. Currently, the maximum contribution limit is 

27 established at $2,000 per year, adjusted annually to reflect 

28 changes in the consumer price index. The bill provides that 

29 regardless of the level of contributions made, the maximum 

30 contribution per contributor that will be deductible for state 

31 income tax purposes cannot exceed the annually adjusted $2,000 

32 per beneficiary amount. The bill provides for corresponding 

33 language in Code section 422.7, subsection 32, paragraph "a", 

34 regarding the amount which can be deducted for Iowa income tax 

35 purposes. 
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S.F. H.F. 

1 The bill additionally eliminates a provision which 

2 prohibited the substitution of beneficiaries after the 

3 original beneficiary has been admitted to college, and makes a 

4 technical correction eliminating the qualification that a 

5 substitute beneficiary not be older than the original 

6 beneficiary "when the substitution is made". 

7 The bill takes effect upon enactment. 
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"OUS': ::IL2 2550 

AN ACT 

?£SAT!:lG 'I'O ':'HE IOIA E;):';C':'.'!':ONAS SAV:NGS FLAN "R:.IST A.'iD 

?ROV~DING A~ E?FECTIVE DA':'~. 

SE IT E~AC'I'ED BY THE GENERAL ASSEYBLY OF 'I'HE STATE OF IOWA: 

Sect:on l. Section 12D.1, Code 1999, is a~e!'lded by adding 

the fo~lowing new subsection: 

~EW SUBS£C':':ON. OA. "Account balance limit" means the 

~aximum allo~able aggregate balance o~ accounts established 

for the same ~eneficiary. ACCOU!'lt ear~i~gs, i: any, are 

included in the account oalance limit. 

Sec. 2. Section :2~.3, s~bsection 1, paragraph a, Code 

Supp1emer.t 1999, is amended ~o read as fc::o~s: 

a. Sach part:cipation agreement may require a participant 

to agree to invest a specific amount c~ ~oney i!'l :he trust Eor 

a specific per!cd of ti.e for t!'\e benefit of a specific 

beneficiary. A participant shall ~ot oe requ:red to make an 

annual centr:bution on beha:f of a be~eficia~y. ~he ~inimum 

contribution per benefic:ary per year, in a year i!'l ~hich a 

• • 
qouse F:le 2550, ? 

?a~~:c.?a~: .5 making a contribur.io~, sha~l be =.:,y doi:ars, 

!!J:~~-~~~_. _J"o;e ·r~axi:l·l1m ccntr:but~or. t:r.at :nay be cecu<;,:ej :c~ 

lewa lnc~me tax Dur00ses shall not exceed :~o thoasand do~~ars 

per nenercciary ?er year ad:usted a~~ually :0 rer:ect 

ir.c-rca.:;es in t!ie c~r.surre=- pr ice i:".dex. Eo'We\1e~7-~~~ ~he 

:..:eas:..;~e! 8f state ~tly shal: se: e:-~.ex~!1'\t:r."/-e~-"eee~~e!'y-,- ~ 

account bald~ce :~m~t to maintain co.pllance with section 529 

of the r~.:ernal Revenue Cede. A contr.b,~t_con sha:~ r.Qt be 

cerm:tted :0 ~~.e extent ct; causes :he dgQreaate balance of all 

~c~·Jnts establ.!.snea for the same benef;..c:.ary tc exceed the 

a?clccable acco~nt nalance ~jmit. 

Sec. 3. Sec~ion 12D.3, subsection 2, Code S~?plepent 1999, 

:s anended to read as fc1:ows: 

2. Eeneficiaries designated in ~artcccpatlon agreemen:s 

may be Gesig~ated frem date of birth up to, but not inc~uding, 

t~eir eighteenth birthday. A sabstitute beneficiary may ~e 

older than age eighteen provided t~a: the substi~ute 

~er.eEic:ary is ~ot older than the 0rigi~al beneficiary whe" 

t~e-~tle~e~t~~~o"-~~-mede. 

Sec. 4. Section 12D.3, subsection 5, paragra?h a, Code 

Supplement ,999, is a~ended to read as follows: 

a. A :::eneLciary ur.der a parL.cipa:io!'l agreement may be 

changed as per~itted under rules adopted by the t~easurer of 

state upon written request of ~he participant ?~~o~-to-~he 

d~te-ef-eoMi~~±on-of-the-benef~e~a~y-to-an-±n~t~ttttion-of 

~+~~e~-eOtteat~on as long as the substitute beneficiary is 

elig~b~e tor part:cipation. 

Sec. 3. Section 422.7, subsection 32, paragraph a, Code 

~999, :s a~ended by st~iking the paragraph and inserting in 

~leu therec: the 'O}:OWi~g: 

a. S~btract the maximum contributio!'l that may be jeducted 

Ec~ lcwa 'ncome tax purposes as a participant in the :owa 

ecucat:or.al savings p:an trust pursuant to section 12D.3, 

s~bsecticn :, paragraph l'a". 
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i~~e~_~te ~~porta~ce, taKes effec~ upon e~act~e~t. 
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