HOUSE AVENDED
PRI OR PRINTER S NOS. 2, 1358, 1428 PRINTER S NO. 1668

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 2 > oor”

I NTRODUCED BY JUBELI RER, HOPPER, FI SHER, PETERSQON, CORMAN,
SHUVAKER, GREENWOOD, MADI GAN, SALVATORE, SHAFFER, HELFRI CK,
LCEPER, HOLL, VENGER, GREENLEAF, ANDREZESKI, PUNT, HART,
BRI GHTBI LL, BAKER, LEMMOND, RHOADES, BORTNER AND REIl BMAN,
JANUARY 15, 1991

AS REPORTED FROM COWM TTEE ON EDUCATI ON, HOUSE OF
REPRESENTATI VES, AS AMENDED, NOVEMBER 12, 1991
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Sect+on—18—Approprtaten—

Seetton—19—FEHective—date-

PROVI DI NG FOR THE | SSUANCE AND SALE OF CERTAI N BONDS; AND <—
FURTHER PROVI DI NG FOR DUTI ES OF THE PENNSYLVANI A HI GHER
EDUCATI ON ASSI STANCE AGENCY.

THE GENERAL ASSEMBLY FI NDS AND DECLARES THAT, FOR THE BENEFI T

OF THE PECPLE OF THE COVMONVEALTH OF PENNSYLVANI A, THE CONDUCT

AND | NCREASE OF THEI R COMMERCE, THE PROTECTI ON AND ENHANCEMENT

OF THEI R VELFARE, THE DEVELOPMENT OF CONTI NUED PROSPERI TY AND

THE | MPROVEMENT OF THEIR HEALTH AND LI VING CONDI TIONS, IT IS

ESSENTI AL THAT THI S AND FUTURE GENERATI ONS OF YOUTH BE G VEN THE

FULLEST OPPORTUNI TY TO LEARN AND TO DEVELOP THEI R | NTELLECTUAL

AND MENTAL CAPACI TI ES AND SKI LLS; AND THAT, TO ACH EVE THESE

ENDS, IT IS OF THE UTMOST | MPORTANCE THAT PENNSYLVANI A RESI DENTS

BE PROVI DED W TH | NVESTMENT ALTERNATI VES TO ENHANCE THEI R

FI NANCI AL ACCESS TO | NSTI TUTI ONS OF H GHER EDUCATION. I T IS THE

| NTENT OF THI S ACT TO ENCOURAGE ENROLLMENT | N | NSTI TUTI ONS OF

H GHER EDUCATI ON LOCATED W THI N PENNSYLVANI A.

The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:

Seetion—t.—Short-—title- <—
hi hall be | | I . | I L

Account—Program-Aet—
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SECTION 1. SHORT TI TLE. <—

TH S ACT SHALL BE KNOWN AND MAY BE Cl TED AS THE COLLEGE
SAVI NGS BOND ACT.

SECTI ON 2.  DEFI NI TI ONS.

THE FOLLOW NG WORDS AND PHRASES WHEN USED I N THI S ACT SHALL
HAVE THE MEANINGS G VEN TO THEM I N THI' S SECTI ON UNLESS THE
CONTEXT CLEARLY | NDI CATES OTHERW SE:

"AGENCY. " THE PENNSYLVANI A H GHER EDUCATI ON ASSI STANCE
ACENCY.

"BOND. " A CERTI FI CATE OR EVI DENCE OF A DEBT ON WHI CH THE
| SSU NG GOVERNMENTAL BODY PROM SES TO PAY THE BONDHOLDERS A
SPECI FI ED AMOUNT OF | NTEREST FOR A SPECI FI ED LENGTH OF TI ME, AND
TO REPAY THE LOAN ON THE EXPI RATI ON DATE.

"COLLECGE SAVI NGS BONDS." A CLASS OF BONDS | SSUED BY THE
COVMONVEALTH AS ZERO COUPON BONDS PURSUANT TO ANY UNI SSUED DEBT
AUTHORI ZATI ON AND THE PROVI SIONS OF THI S ACT.

"I NSTI TUTI ON OF H GHER EDUCATI ON. " ALL PUBLI C AND PRI VATE
COLLEGES AND UNI VERSI TI ES LOCATED WTHI N TH S COMMONWEALTH,

I NCLUDI NG, BUT NOT LIMTED TO, STATE-OMNED AND STATE- RELATED
COLLEGES AND UNI VERSI TI ES, MEMBER | NSTI TUTI ONS OF THE STATE
SYSTEM OF H GHER EDUCATI ON AND COVMUNI TY AND JUNI OR COLLEGES.
THE TERM DCES NOT | NCLUDE ANY EDUCATI ONAL | NSTI TUTI ON ENGAGED I N
SECTARI AN | NSTRUCTI ON, OR ANY PLACE OF RELI G OQUS TEACHI NG OR
WORSHI P.

"1 SSU NG OFFI Cl ALS. " THE GOVERNOR, THE AUDI TOR GENERAL AND
THE STATE TREASURER

"ZERO COUPON BOND. " A BOND SOLD AT AN I NI TI AL PURCHASE PRI CE
BELOW I TS MATURI TY VALUE WH CH DCES NOT ENTI TLE I TS HOLDER TO
RECEI VE PERI ODI C PAYMENTS OF | NTEREST BUT WHOSE MATURI TY VALUE

19910S0002B1668 - 21 -



IS PAYABLE I N ONE PAYMENT ON A FI XED DATE.
SECTI ON 3. | SSUANCE OF COLLEGE SAVI NGS BONDS.

(A) CENERAL RULE.--1N ORDER TO PROVI DE | NVESTCRS W TH
I NVESTMENT ALTERNATI VES TO ENHANCE THEI R FI NANCI AL ACCESS TO
I NSTI TUTI ONS OF HI GHER EDUCATI ON LOCATED W THIN THI S
COMMONVEALTH, AND I N FURTHERANCE OF THE PUBLI C PCLICY OF THI S
ACT, A PORTION OF THE BONDS | SSUED SHOULD BE DESI GNATED AS
COLLEGE SAVI NGS BONDS. WHERE FEASI BLE, THE | SSUI NG OFFI CI ALS

© o0 N oo o A~ wWw N P

SHALL FOLLOW THE RECOVMENDATI ON OF THE AGENCY AND DESI GNATE THE

=Y
o

I SSUE, | N VHCOLE OR I N PART, AS COLLEGE SAVI NGS BONDS.

=
=

(B) ANNUAL RECOMMENDATI ON. - - THE AGENCY SHALL ANNUALLY

=
N

RECOMMVEND THE AMOUNT NEEDED TO CARRY OQUT THI S ACT AND SHALL SO

=
w

NOTI FY THE | SSUI NG OFFI CI ALS.

H
o

SECTI ON 4. NATURE OF BONDS.

=Y
(63}

BONDS TO BE | SSUED AND SOLD AS COLLECGE SAVI NGS BONDS SHALL BE

=Y
(e}

DESI GNATED BY THE | SSUI NG OFFI CI ALS AS COLLEGE SAVI NGS BONDS I N

=
\l

THE PROCEEDI NGS AUTHORI ZI NG THE | SSUANCE OF SUCH BONDS. COLLEGE

=Y
oo

SAVI NGS BONDS MAY BE SOLD AT SUCH PRI CES AND | N SUCH MANNER AS

=
O

MAY BE DETERM NED BY THE | SSU NG OFFI Cl ALS.

N
o

SECTION 5. SALE OF COLLEGE SAVI NGS BONDS.

N
=

(A) CENERAL RULE. -- COLLEGE SAVI NGS BONDS MAY BE SOLD AT

N
N

COWPETI Tl VE OR NEGOTI ATED SALE, AS DI RECTED BY THE | SSUI NG

N
w

OFFI G ALS, FOR PRI CES AS THE | SSU NG COFFI Cl ALS SHALL DETERM NE.

N
~

HONEVER, A NEGOTI ATED SALE SHALL BE AUTHORI ZED ONLY UPON A

N
(63}

DETERM NATI ON BY THE | SSU NG OFFI Cl ALS THAT A NEGOTI ATED SALE

N
(e}

WLL RESULT IN EI THER A MORE EFFI Cl ENT SALE OF COLLEGE SAVI NGS

N
~

BONDS OR GREATER ACCESS TO THE BONDS BY | NVESTORS VWHO ARE

N
oo

RESI DENTS OF THI S COVWWONWEALTH. PRIOR TO THE I NI TI AL SALE OF THE

N
(o]

COLLEGE SAVI NGS BONDS, THE | SSUI NG OFFI CI ALS SHALL DEVELOP A
30 PLAN THAT WLL | NSURE PURCHASI NG ACCESS TO THE | NDI VI DUAL
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I NVESTOR AS VEELL AS EQUI TABLE GEOGRAPHI C AVAI LABI LI TY TO ALL
CI TIZENS OF TH S COVMONVWEALTH.

(B) SUBSCRI PTI ONS. - - WHETHER CCOLLEGE SAVI NGS BONDS ARE SOLD
BY COWPETI TI VE OR NEGOTI ATED SALE, THE | SSU NG OFFI Cl ALS NAY
DI RECT THE STATE TREASURER, THE AGENCY, A DEPARTMENT OR AGENCY
UNDER THE JURI SDI CTI ON OF THE GOVERNCOR, OR MAY ENTER | NTO ANY
AGREEMENT OR AGREEMENTS W TH BANKS, TRUST COVPANI ES OR OTHER
FI RMs CAPABLE OF PERFORM NG SUCH DUTI ES, TO ACCEPT SUBSCRI PTI ONS
AND PAYMENTS FOR THE PURCHASE OF COLLEGE SAVI NGS BONDS. AT THE
OPTION OF THE | SSUI NG OFFI CI ALS, THE SUBSCRI PTI ONS SHALL BE
FI LLED BY THE COLLEGE SAVI NGS BOND UNDERWRI TERS; OR THE | SSUl NG
OFFI CI ALS SHALL SELL BONDS TO SUBSCRI BERS RESI DING IN THI' S
COMWONVEALTH AT MARKET PRI CES AND RATES OF ACCRETI ON AS THE
I SSUI NG OFFI CI ALS SHALL ESTABLI SH.

(© ACCRETI ON RATES. - - COLLEGE SAVI NGS BONDS MAY BEAR A FI XED
OR VARI ABLE ACCRETI ON RATE. TO THE EXTENT VARI ABLE RATE DEBT | S
| SSUED, THE | SSU NG OFFI Cl ALS ARE EMPONERED TO ENTER | NTO
CONTRACTUAL ARRANGEMENTS W TH THI RD PARTI ES, WHEREBY SUCH
PARTI ES AGREE TO ABSORB ACCRETI ON RATE RI SK | N EXCHANGE FOR
ASSUM NG A FI XED- RATE PAYMENT SCHEDULE OR OTHER CONSI DERATI ON
PURSUANT TO ACCRETI ON RATE SWAPS, HEDGES AND OTHER FI NANCI AL
DEVI CES, | N ORDER TO REDUCE ACCRETI ON RATE RI SK TO THE
COMMONVEALTH. NO AGREEMENT OR ARRANGEMENT W TH THI RD PARTI ES TO
ABSCRB ACCRETI ON RATE RI SK AS DESCRI BED I N THI S SUBSECTI ON SHALL
BE ENTERED | NTO UNLESS, I N THE JUDGVENT OF THE STATE TREASURER,
ADEQUATE PROVI SI ON HAS BEEN MADE TO COLLATERALI ZE OR OTHERW SE
PROTECT THE ABI LI TY OF THE COWONWEALTH TO REALI ZE | TS | NTERESTS
UNDER THE AGREEMENT OR ARRANGEMENT CONSI STENT W TH THE
PROVI SIONS OF THE ACT CF APRIL 9, 1929 (P.L.343, NO 176), KNOMW
AS THE FI SCAL CODE.
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SECTION 6. MAXI MUM BONDS TO BE | SSUED.

COLLEGE SAVI NGS BONDS SHALL NOT BE | SSUED I N ANY G VEN FI SCAL
YEAR | N AN AGGREGATE PRI NCI PAL AMOUNT GREATER THAN 1/3 OF THE
TOTAL AGGREGATE PRI NCI PAL AMOUNT OF GENERAL OBLI GATI ON BONDS
PRQIECTED TO BE | SSUED BY THE COMMONVWEALTH DURI NG THAT FI SCAL
YEAR OR $100, 000, 000, WHI CHEVER | S GREATER. FOR PURPCSES OF
CALCULATI NG THE AGGREGATE PRI NCI PAL AMOUNT OF COLLEGE SAVI NGS
BONDS FOR PURPOSES OF THI S ACT OR FOR CALCULATI NG DEBT W THI N
THE MEANI NG OF ANY CONSTI TUTI ONAL OR STATUTORY LI M TATI ON ON THE
I NCURRI NG OF DEBT, THE AGGREGATE PRI NCI PAL AMOUNT OF ANY
DI SCOUNT BOND SHALL BE THE AGGREGATE OF THE | NI TI AL OFFERI NG
PRI CES AT VH CH SUCH BONDS ARE OFFERED FOR SALE TO THE PUBLI C,

W THOUT REDUCTI ON FOR UNDERVWRI TER S DI SCOUNT OR OTHER EXPENSES.
SECTION 7. BOND AMORTI ZATI ON AND NMATURI TY.

THE | SSUI NG OFFI CI ALS SHALL PROVI DE FOR THE AMORTI ZATI ON OF
DEBT REPRESENTED BY COLLEGE SAVI NGS BONDS OVER THE TERM OF THE
BONDS AS PRESCRI BED BY THE CONSTI TUTI ON FOR DEBT TO BE AMORTI ZED
I N SUBSTANTI AL AND REGULAR AMOUNTS. THE FI RST AMORTI ZATI ON SHALL
BE DUE PRI OR TO THE EXPI RATION CF A PERI OD EQUAL TO 1/10 OF THE
TERM OF THE DEBT. FOR THE PURPOSES OF TH S ACT, BONDS ARE
AMORTI ZED | N SUBSTANTI AL AND REGULAR AMOUNTS | F THEY MATURE
ANNUALLY OR SEM ANNUALLY AND THE LARCEST | NI TI AL PRI NCI PAL
AMOUNT SCHEDULED TO MATURE | N ANY ONE BOND YEAR DCES NOT EXCEED
AN AMOUNT EQUAL TO THREE TI MES THE AVERAGE OF THE ANNUAL | NI TI AL
PRI NCl PAL AMOUNTS FOR ALL OTHER BOND YEARS OF THE COLLEGE
SAVI NGS BOND | SSUE. WTH N THE LIM TS | MPOSED BY THE
CONSTI TUTI ON AND THI' S ACT, THE | SSU NG OFFI Cl ALS SHALL ESTABLI SH
PERI GDI C MATURI TY AMOUNTS SO AS TO REASONABLY MEET ANTI Cl PATED
DEMAND BY | NDI VI DUAL | NVESTORS FOR THE VARI QUS MATURI TI ES; BUT
IN NO CASE SHALL A COLLEGE SAVI NGS BOND HAVE A MATURI TY DATE
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GREATER THAN 20 YEARS FOLLOW NG THE DATE OF ORI G NAL | SSUE.
SECTI ON 8. FINANCI AL Al D

NO CONTRI BUTI ONS TOMRD THE PURCHASE OF THE FI RST $25, 000 I N
MATURI TY VALUE OF COLLEGE SAVI NGS BONDS SHALL BE CONSI DERED | N
EVALUATI NG THE FI NANCI AL SI TUATI ON OF A STUDENT, OR BE DEEMED A
FI NANCI AL RESOURCE OF, OR A FORM OF FI NANCI AL Al D OR ASSI STANCE
TO, THE STUDENT FOR PURPOSES OF DETERM NI NG THE ELIG BILITY OF
THE STUDENT FOR ANY SCHOLARSHI P, GRANT OR MONETARY ASSI STANCE
AVWARDED BY THE ACENCY, THE COVMONVWEALTH OR ANY AGENCY THEREGF;
NOR SHALL THE FI RST $25, 000 | N MATURI TY VALUE OF COLLEGE SAVI NGS
BONDS PROVI DED FOR A QUALI FI ED STUDENT UNDER THI S ACT REDUCE THE
AMOUNT OF ANY SCHOLARSHI P, GRANT OR MONETARY ASSI STANCE VH CH
THE STUDENT IS ENTI TLED TO BE AWARDED BY THE AGENCY, THE
COMMONVEALTH OR ANY AGENCY THEREOF AS PROVI DED BY LAW
SECTION 9. APPLICABI LI TY OF OTHER LAW

EXCEPT AS | NCONSI STENT W TH THI S ACT, ALL OTHER PROVI SI ONS OF
LAW RELATI NG TO DEBT AUTHORI ZATI ON APPLY TO BONDS | SSUED UNDER
TH' S ACT.
SECTI ON 10. EFFECTI VE DATE

TH' 'S ACT SHALL TAKE EFFECT | MMEDI ATELY.
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