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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2528 *%%”

I NTRODUCED BY O DONNELL, HAYES, |RVIS, SWEET, RYBAK, HECKLER
LASH NGER, MELI O KENNEY, BATTI STO, MVERRY, NAHI LL
PRESSVANN, KUKOVI CH, RAYMOND, JOSEPHS, FOX, D. W SNYDER,
J. L. WRIGHT, KASUNIC, MORRI'S, McHALE, DeLUCA, MNAINE, NAI ALE
SEVENTY, J. TAYLOR, DI ETTERI CK, BURD, REI NARD, FI SCHER
O BRI EN, COHEN, DAW DA, OLASZ, ROEBUCK, ARTY, FEE, JACKSON
LaGROTTA, VAN HORNE, FARGO, HALUSKA, ANGSTADT, TI GUE
YANDRI SEVI TS, COY, BUNT, ClIVERA, KITCHEN, PITTS, HAYDEN
REBER, WOGAN, DALEY, HAGARTY, FLICK, HERVAN, BORTNER
M CHLOVI C, PI STELLA, JOHNSQN, LI NTON, BELARDI, SAURVAN AND
TRELLO, JUNE 7, 1988

REFERRED TO COWM TTEE ON EDUCATI ON, JUNE 7, 1988
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AN ACT
Providing for the issuance of certain bonds; and providing for
further duties of the Pennsyl vania H gher Education

Assi st ance Agency.

The CGeneral Assenbly finds and declares that, for the benefit
of the people of the Comonweal th of Pennsylvani a, the conduct
and increase of their commerce, the protection and enhancenent
of their welfare, the devel opnment of continued prosperity and
the inmprovenent of their health and living conditions, it is
essential that this and future generations of youth be given the
full est opportunity to learn and to develop their intellectual
and nental capacities and skills; and that, to achieve these
ends, it is of the utnost inportance that Pennsylvania residents

be provided with investnment alternatives to enhance their

financial access to institutions of higher education. It is the
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intent of this act to encourage enrollnent in institutions of
hi gher education | ocated wi thin Pennsyl vani a.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Short title.

This act shall be known and may be cited as the Coll ege
Savi ngs Bond Act.
Section 2. Definitions.

The foll ow ng words and phrases when used in this act shal
have the neanings given to themin this section unless the

context clearly indicates otherw se:

"Agency." The Pennsyl vani a Hi gher Educati on Assi stance
Agency.
"Bonds" or "college savings bonds.” Bonds issued to fund the

pur poses of this act.

"Institution of higher education.” Al public and private
col |l eges and universities located within this Comobnweal th,

i ncluding, but not limted to, State-owned and State-rel ated
col | eges and universities and nenber institutions of the State
System of Hi gher Education. The term does not include any
educational institution engaged in sectarian instruction, or any
pl ace of religious teaching or worship.

Section 3. |Issuance and sale of coll ege savings bonds.

In order to provide investors with investnment alternatives to
enhance their financial access to institutions of higher
education located within this Comonweal th, and in furtherance
of the public policy of this act, a certain percentage of the
general obligation bonds issued by the Commonweal th, as the
agency shall annually determ ne, shall be designated as coll ege

savi ngs bonds, and which shall be zero-coupon bonds. The agency
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shall annually determ ne the anobunt needed to carry out this act
and shall so notify the State Treasurer prior to the beginning
of the respective fiscal year.

Section 4. Nature of bonds.

Bonds to be issued and sold as col |l ege savings bonds shall be
desi gnated by the Governor, the State Treasurer and the agency
as col |l ege savings bonds in the proceedi ngs authorizing the
i ssuance of such bonds. Coll ege savings bonds nmay bear interest
payabl e at such tine or tinmes and may be sold at such prices and
in such manner as nay be determ ned by the Governor and the
State Treasurer. College savings bonds may be sold at negoti at ed
sale if the State Treasurer determ nes that a negotiated sal e
will result in either a nore efficient and econom cal sale of
such bonds or greater access to such bonds by investors who are
residents of this Conmonwealth. |If any coll ege savings bonds are
sold at a negotiated sale, the underwiter or underwiters to
whi ch such bonds are sold shall

(1) be organi zed, incorporated or have their principal
pl ace of business in this Commonweal th; or

(2) in the judgnent of the State Treasurer, have
sufficient capability to make a broad distribution of such

bonds to investors resident in this Commonweal t h.

In determ ning the aggregate principal anount of coll ege savings
bonds whi ch have been issued to fund this act, the aggregate
original principal amount of such bonds issued and sold shall be
taken into account. Any bond issued under this act shall be
payabl e in one paynent on a fixed date, unless the Governor and
the State Treasurer determ ne otherw se.

Section 5. Security of college savings bonds.

Any col | ege savi ngs bonds issued to fund this act shall be
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direct, general obligations of the Comobnweal th. The Governor
and the State Treasurer may covenant on behalf of the
Commonweal th with or for the benefit of the holders of such
bonds as to all matters deened advi sable by such officials,
including the ternms and conditions for creating and mai ntaining
si nking funds, reserve funds and such other special funds as may
be created, separate and apart fromall other funds and accounts
of the Commonweal th, and such officials nmay make such ot her
covenants as may be deened necessary or desirable to assure the
pronpt paynment of the principal of and interest on such bonds.
Section 6. Exenption fromtaxation.

As provided in this act, the issuance of college savings
bonds is in all respects for the benefit of the people of this
Conmmonweal t h, the conduct and increase of their comerce, the
protection and enhancenent of their welfare, the devel opnent of
continued prosperity and the inprovenent of their health and
living conditions, and the issuance of such bonds is for public
pur poses. I n consideration thereof, college savings bonds and
the incone derived therefromshall be free fromall taxation by
t he Comonwealth or its political subdivisions.

Section 7. Additional financial incentives.

The Governor and the agency shall also provide for additional
financial incentives to be provided to holders of bonds to
encourage the enroll ment of students at institutions of higher
education in this Comonweal th. These financial incentives shal
be in such forns as determ ned by the agency at the tinme of the
aut hori zation of such coll ege savings bonds and may i ncl ude,
anong ot hers, supplenmental paynents to the hol ders of such bonds
at maturity to be applied to tuition costs at institutions of

hi gher education. These financial incentives shall be provided
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only if, in the sole judgnent of the Governor and the agency,

t he cost of such incentives shall not cause the cost to the
Commonweal th of the proceeds of the coll ege savings bonds being
sold to be increased by nore than 0.5%

Section 8. Financial aid.

No contributions toward the purchase of the first $25, 000 of
bonds or accumnul ated bonds and interest shall be considered in
eval uating the financial situation of a student, or be deened a
financial resource of, or a formof financial aid or assistance
to, such student for purposes of determning the eligibility of
such student for any schol arship, grant or nonetary assistance
awar ded by the agency, the Commonweal th or any agency thereof;
nor shall the first $25,000 of any bond or interest provided for
a qualified student under this act reduce the anount of any
schol arshi p, grant or nonetary assistance which such student is
entitled to be awarded by the agency, the Commonweal th or any
agency thereof as provided by | aw
Section 9. Program

The agency shall devel op and i npl enment an educati onal program
and marketing strategies designed to i nform parents about the
options avail able for financing a college education and the need
to accumul ate the financial resources necessary to pay for a
col | ege education. The agency shall report to the Governor and
the General Assenbly on the programand its operation prior to
April 30, 1989.

Section 10. Effective date.

This act shall take effect inmediately.
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