PRI OR PRINTER S NO. 1713 PRINTER S NO. 4033

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 529 =5

| NTRODUCED BY FLI CK, CRAHALLA, TURZAI, SHANER, ARMSTRONG
BALDW N, BARRAR, BELFANTI, BOYD, CALTAGQ RONE, CAPPELLI,
COSTA, GEI ST, GEORGE, G LLESPIE, G NGRI CH, GOODVAN, GRUCELA,
HALUSKA, M KELLER, KILLION, LEACH MANN, MARKOSEK, M GEEHAN
Mol LHATTAN, MUSTI O O NEI LL, PETRARCA, PICKETT, REICHLEY
SAI NATO, SCHRCDER, SOLOBAY, STERN, TANGRETTI, TIGUE, WALKO
WLT AND YOUNGBLOOD, APRIL 26, 2005

AS REPORTED FROM COWM TTEE ON FI NANCE, HOUSE OF REPRESENTATI VES,
AS AVENDED, MAY 2, 2006

AN ACT
1 Anending the act of March 4, 1971 (P.L.6, No.2), entitled "An
2 act relating to tax reformand State taxation by codifying
3 and enunerating certain subjects of taxation and inposing
4 t axes thereon; providing procedures for the paynent,
5 col l ection, adm nistration and enforcenent thereof; providing
6 for tax credits in certain cases; conferring powers and
7 i mposi ng duties upon the Departnent of Revenue, certain
8 enpl oyers, fiduciaries, individuals, persons, corporations
9 and other entities; prescribing crinmes, offenses and
10 penal ties,"” further providing for classes of incone.
11 The General Assenbly of the Conmonweal th of Pennsyl vani a
12 hereby enacts as foll ows:
13 Seet+on—t—Seetton—363far—ot—the—act—otMareh—4—1871 <
14 —L6- —2}- ,
15 by——addtng—aeclavse-toread—
16 SECTION 1. SECTION 303 OF THE ACT OF MARCH 4, 1971 (P.L.6, <—

17 NO 2), KNOMWN AS THE TAX REFORM CODE OF 1971, | S AMENDED BY
18 ADDI NG A SUBSECTI ON TO READ

19 Section 303. dasses of Incone.--{a)—TFheclassesofinceore <—
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(A.6) (1) NOTW THSTANDI NG ANY OTHER PROVISION OF THI' S

SUBSECTI ON, _ANY | NCOME ATTRI BUTABLE TO A DI STRI BUTI ON FROM A

QUALI FIED TU TI ON PLAN SHALL NOT BE | NCLUDABLE AS | NCOVE FOR

PURPOSES OF THI S ACT TO THE EXTENT THAT THE DI STRI BUTI ON

CONSI STS OF PROVIDING A BENEFIT TO THE DI STRIBUTEE VWHICH, | F

PAID FOR BY THE DI STRI BUTEE, WOULD CONSTI TUTE PAYMENT OF A

QUALI FI ED H GHER EDUCATI ON EXPENSE.

(2) THE EXTENT TO WHI CH ANY_ DI STRI BUTI ON EXCEEDS QUALI FI ED

H GHER EDUCATI ON EXPENSES SHALL BE | NCLUDABLE AS | NCOVE UNDER

SUBSECTI ON (A)(6) AND SHALL BE TAXABLE UNDER THI S ARTI CLE.

(3) _ANY I NCOVE ATTRI BUTABLE TO A DI STRI BUTI ON FROM A

QUALI FIED TU TI ON PLAN SHALL NOT BE | NCLUDABLE AS | NCOVE FOR

PURPOSES OF THIS ACT TF, WTH N SI XTY DAYS, THE DI STRIBUTION IS

TRANSFERRED TO ONE OF THE FOLLOW NG

(1) ANOTHER QUALI FI ED TUI TI ON PROGRAM FOR THE BENEFI T OF THE

DESI GNATED BENEFI Cl ARY; OR

(1) THE CREDIT OF ANOTHER DESI GNATED BENEFI Cl ARY UNDER A

QUALI FIED TU TI ON PROGRAMVWHO | S A MEMBER OF THE FAM LY OF THE

DESI GNATED BENEFI CI ARY W TH RESPECT TO VWHI CH THE DI STRI BUTI ON
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(4) ANY PORTION OF A DI STRIBUTION WHICH IS TRANSFERRED AND

DCES NOT'_MEET THE REQUI REMENTS OF THI S SUBSECTI ON SHALL BE

| NCLUDABLE AS | NCOVE FOR THE PURPOSES OF THIS ACT. ANY CHANGE I N

THE DESI GNATED BENEFI Cl ARY OF A QUALIFIED TU TlI ON PROGRAM SHALL

NOT BE TREATED AS A DISTRIBUTION IF THE NEWBENEFICIARY |S A

MEMBER OF THE FAM LY OF THE OLD BENEFI Cl ARY.

(5) THE DEPARTMENT SHALL TREAT ALL QUALIFIED TU TI ON

PROGRAMS OF VHI CH AN I NDI VIDUAL |S A DESI GNATED BENEFI Cl ARY AS

ONE_PROGRAM _ALL_DI STRI BUTI ONS DURI NG A TAXABLE YEAR SHALL BE

TREATED AS ONE DI STRI BUTI ON.

(6) FOR PURPOSES COF THI S SUBSECTI ON:

(1) THE TERM "DESI GNATED BENEFI Cl ARY" SHALL HAVE THE SAME

MEANI NG AS PROVI DED I N SECTI ON 529(E) (1) OF THE | NTERNAL REVENUE

CODE OF 1986 (PUBLIC LAW99-514, 26 U.S.C. 8 529(E)(1)).

(1) THE TERM "Di STRI BUTI ON' SHALL MEAN CONTRI BUTI ONS AND

EARNI NGS PAID FROM A QUALI FI ED TUI TI ON PROGRAM TO AN | NDI VI DUAL.

(11'1) THE TERM "QUALI FI ED H GHER EDUCATI ON EXPENSE" SHALL

HAVE THE SAME MEANI NG AS PROVI DED I N SECTION 529(E) (3) OF THE

| NTERNAL REVENUE CODE OF_ 1986.

(1V) THE TERM "QUALI FI ED TUI TI ON PROGRAM' SHALL HAVE THE

SAME MEANI NG AS PROVI DED I'N SECTI ON 529(B) (1) OF THE | NTERNAL

REVENUE CODE OF_ 1986.

* * %

Section 2. The addition of section 303(a}{9) 303(A 6) of the
act shall apply to tax years beginning after Decenber 31, 2005.

Section 3. This act shall take effect in 60 days.
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