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AN ACT
Providing for the issuance and sal e of certain bonds; and
further providing for duties of the Pennsylvania H gher

Educati on Assi stance Agency.

The CGeneral Assenbly finds and declares that, for the benefit
of the people of the Commonweal 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 nmental capacities and skills; and that, to achieve these

ends, it is of the utnost inportance that Pennsylvania residents
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be provided with investnment alternatives to enhance their
financial access to institutions of higher education. It is the
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.
"Bond." A certificate or evidence of a debt on which the

i ssui ng governnental body pronises to pay the bondhol ders a
speci fied amount of interest for a specified |ength of tinme, and
to repay the loan on the expiration date.

"Col | ege savings bonds.” A class of bonds issued by the
Commonweal th as zero coupon bonds pursuant to any uni ssued debt
aut hori zation and the provisions of this act.

"Institution of higher education.” All public and private
col |l eges and universities located within this Comobnweal th,
including, but not limted to, State-owned and State-rel ated
col | eges and universities, nenber institutions of the State
System of Hi gher Education and community and juni or coll eges.
The term does not include any educational institution engaged in
sectarian instruction, or any place of religious teaching or

wor shi p.
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"Issuing officials.” The Governor, the Auditor Ceneral and
the State Treasurer

"Zero coupon bond." A bond sold at an initial purchase price
below its maturity value which does not entitle its holder to
recei ve periodic paynents of interest but whose maturity val ue
is payable in one paynent on a fixed date.

Section 3. |Issuance and sal e of coll ege savings bonds.

(a) GCeneral rule.--In order to provide investors with
i nvestnment alternatives to enhance their financial access to
institutions of higher education |ocated within this
Commonweal th, and in furtherance of the public policy of this
act, a portion of the bonds issued should be designated as
col | ege savi ngs bonds. Were feasible, the issuing officials
shall follow the reconmendati on of the agency and designate the
issue, in whole or in part, as college savings bonds.

(b) Annual recommrendation.--The agency shall annually
recommend the anmount needed to carry out this act and shall so
notify the issuing officials.

Section 4. Nature of bonds.

Bonds to be issued and sold as col |l ege savings bonds shall be
designated by the issuing officials as college savings bonds in
t he proceedi ngs authorizing the i ssuance of such bonds. Coll ege
savi ngs bonds may be sold at such prices and in such manner as
may be determ ned by the issuing officials.

Section 5. Sale of college savings bonds.

(a) GCeneral rule.--College savings bonds nay be sold at
conpetitive or negotiated sale, as directed by the issuing
officials, for prices as the issuing officials shall determ ne.
However, a negotiated sale shall be authorized only upon a

determ nation by the issuing officials that a negotiated sal e
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will result in either a nore efficient sale of college savings
bonds or greater access to the bonds by investors who are
residents of this Commonwealth. Prior to the initial sale of the
col | ege savi ngs bonds, the issuing officials shall develop a
plan that will insure purchasing access to the individual
investor as well as equitable geographic availability to al
citizens of this Commonweal t h.

(b) Subscriptions.--Wether college savings bonds are sold
by conpetitive or negotiated sale, the issuing officials may
direct the State Treasurer, the agency, a departnment or agency
under the jurisdiction of the Governor, or may enter into any
agreenent or agreenents w th banks, trust companies or other
firms capable of perform ng such duties, to accept subscriptions
and paynents for the purchase of coll ege savings bonds. At the
option of the issuing officials, the subscriptions shall be
filled by the coll ege savings bond underwiters; or the issuing
officials shall sell bonds to subscribers residing in this
Commonweal th at nmarket prices and rates of accretion as the
issuing officials shall establish.

(c) Accretion rates.--Coll ege savings bonds may bear a fixed
or variable accretion rate. To the extent variable rate debt is
i ssued, the issuing officials are enpowered to enter into
contractual arrangenments with third parties, whereby such
parties agree to absorb accretion rate risk in exchange for
assum ng a fixed-rate paynent schedul e or other consideration
pursuant to accretion rate swaps, hedges and ot her financi al
devices, in order to reduce accretion rate risk to the
Commonweal th. No agreenment or arrangenment with third parties to
absorb accretion rate risk as described in this subsection shal

be entered into unless, in the judgnment of the State Treasurer,
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adequat e provi sion has been made to collateralize or otherw se
protect the ability of the Commonwealth to realize its interests
under the agreenment or arrangenent consistent with the

provi sions of the act of April 9, 1929 (P.L.343, No.176), known
as The Fi scal Code.

Section 6. Maxi mum bonds to be issued.

Col | ege savi ngs bonds shall not be issued in any given fiscal
year in an aggregate principal amunt greater than 1/3 of the
total aggregate principal amount of general obligation bonds
projected to be issued by the Commonweal th during that fiscal
year or $100, 000, 000, whichever is greater. For purposes of
cal cul ating the aggregate principal anmount of coll ege savi ngs
bonds for purposes of this act or for calculating debt within
t he neani ng of any constitutional or statutory l[imtation on the
i ncurring of debt, the aggregate principal amobunt of any
di scount bond shall be the aggregate of the initial offering
prices at which such bonds are offered for sale to the public,
wi t hout reduction for underwiter's discount or other expenses.
Section 7. Bond anortization and naturity.

The issuing officials shall provide for the anortization of
debt represented by coll ege savings bonds over the termof the
bonds as prescribed by the Constitution for debt to be anortized
in substantial and regular anmounts. The first anortization shal
be due prior to the expiration of a period equal to 1/10 of the
termof the debt. For the purposes of this act, bonds are
anortized in substantial and regular anounts if they mature
annual ly or semiannually and the largest initial principal
anount scheduled to mature in any one bond year does not exceed
an amount equal to three tines the average of the annual initial

princi pal anounts for all other bond years of the college
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savi ngs bond issue. Wthin the limts inposed by the
Constitution and this act, the issuing officials shall establish
periodic maturity anmounts so as to reasonably neet anticipated
demand by individual investors for the various maturities; but
in no case shall a college savings bond have a maturity date
greater than 20 years following the date of original issue.
Section 8. Financial aid.

No contributions toward the purchase of the first $25,000 in
maturity val ue of coll ege savings bonds 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, the student for purposes of determining the eligibility of
the 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 in maturity val ue of coll ege savings
bonds provided for a qualified student under this act reduce the
anount of any schol arship, grant or nonetary assi stance which
the student is entitled to be awarded by the agency, the
Commonweal th or any agency thereof as provided by | aw
Section 9. 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

only if, in the sole judgnent of the Governor and the agency,
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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 0.05%
Section 10. GO her |aw

Except as inconsistent with this act, all other provisions of
law relating to debt authorization apply to bonds issued under
this act.

Section 11. Ef fecti ve date.
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This act shall take effect inmediately.
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