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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 698 %5~

I NTRODUCED BY LANGIRY, MVERRY, FARVER, BOOK, VROON, MRKON C
HALUSKA, BUNT, NAHI LL, BATTISTO CLYMER, RUDY, GLADECK,
SCHULER, BOWSER, JOHNSON, WOGAN, PHI LLIPS, GRUPPO, BUSH,
BALDW N, LEVDANSKY, J. L. WRI GHT, NOYE, SAURVAN, COHEN
SCHEETZ, TIGUE, FI SCHER, KENNEY, HERMAN, FOX, J. TAYLOR
DI STLER, ROBBINS, M CHLOVIC, MERRY, GANNON, E. Z. TAYLOR
SEMVEL AND GEI ST, MARCH 9, 1987

REFERRED TO COWM TTEE ON EDUCATI ON, MARCH 9, 1987
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AN ACT
Providing for a savings program for college education; creating

t he I ndividual Education Account Fund; and conferring powers

and duties on the Pennsylvania H gher Education Assistance

Agency.

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 Individual
Educati on Account 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:

"“Account."™ An individual education account under section 3.

"Agency." The Pennsyl vani a Hi gher Educati on Assi stance

Agency.
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"Board." The board of directors of the agency.

"Depositor."™ A person who opens an account.
"Fund." The Individual Education Account Fund created in
section 4.

Section 3. Accounts.

(a) Establishnent.--A parent or guardian of a child may
establish an individual education account with the agency for
the child. An account is a trust with the parent or guardian as
settlor, the child as beneficiary and the agency as trustee. A
maxi mum of $1, 000 may be deposited in an account in a year. The
noney i n the account may not exceed an anount pronul gated by the
board as a regul ati on under the foll ow ng standards:

(1) The base anpunt shall be $30, 000.

(2) The base anmobunt may be adjusted to reflect the rate
of inflation applicable to educational costs. Adjustnent
under this paragraph may not exceed 12%in a year.

(b) Adm nistration.--The agency shall adm nister accounts as
fol | ows:

(1) Disbursements shall be made to accredited
institutions of postsecondary education on behalf of the
child at the direction of the depositor.

(2) If the child who is the beneficiary of an account
does not attend an accredited institution of postsecondary
education, the noney in the account shall be returned to the
depositor at the direction of the depositor after the
fol | owi ng deductions are nade:

(1) A service charge in the anmount of 0.75% of the
noney. Thi s subparagraph shall not apply if the child
does not attend an accredited institution of

post secondary educati on because of death or physical or
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mental incapacity.

(ii) The applicable personal inconme tax under
section 302 of the act of March 4, 1971 (P.L.6, No.2),
known as the Tax Reform Code of 1971.

(3) Mney in an account which exceeds the anopunt

pronul gated by the board under subsection (a) shall be

returned to the depositor after the foll ow ng deductions are

made:

(i) A service charge of 0.75% of the noney which is
in excess.

(ii) The applicable personal inconme tax under
section 302 of the Tax Reform Code of 1971.

Section 4. Fund.

(a) Creation.--The Individual Education Account Fund is
created. The fund shall consist of the noney deposited in
accounts under section 3 and interest earned on that noney.

(b) Adm nistration.--The agency shall adm nister the fund to
do all of the follow ng:

(1) Insure the availability of accunul ated assets.
(2) Invest the noney to earn a reasonable rate of
return.
(3) Credit accounts with proportional interest.
(4) Adm nister accounts under section 3(b).
(5) Conformto Federal tax |law to secure the maxi mum tax
benefits for depositors.
Section 5. Regul ati ons.

The agency may promul gate regulations to inplenment this act.

Section 6. Effective date.

This act shall take effect in 60 days.
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