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STATE OF NEW YORK

6698
I N SENATE
February 28, 2014

Introduced by Sens. CARLUCCI, KLEIN, SAVI NO, VALESKY -- read tw ce and
ordered printed, and when printed to be commtted to the Comrttee on
H gher Educati on

AN ACT to anend the education law, the state finance |law, the civil
practice law and rules and the tax law, in relation to establishing
the New York state pre-paid tuition plan

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. The education |law is anmended by adding a new article 14-B

to read as foll ows:
ARTI CLE 14-B
NEW YORK STATE PRE- PAI D TU Tl ON PLAN

SECTI ON 696. SHORT TI TLE.

696- A. DEFI NI TI ONS.

696- B. PRE- PAID TU Tl ON PLAN BQOARD.

696- C. PONERS AND DUTI ES OF THE BQOARD.

696- D. EXECUTI VE DI RECTOR.

696- E. PLAN REQUI REMENTS.

696- F. POANERS OF THE BOARD AND COVPTROLLER

696- G STATE GUARANTEE.

S 696. SHORT TITLE. TH S ARTI CLE SHALL BE KNOMWN AND MAY BE Cl TED AS
THE " NEW YORK STATE PRE- PAID TUI TI ON PLAN'.

S 696-A. DEFINITIONS. AS USED IN THIS ARTICLE, THE FOLLOANNG TERMS
SHALL HAVE THE FOLLOW NG MEANI NGS:

1. "ACCOUNT" OR "PRE-PAID TU TI ON ACCOUNT" SHALL MEAN AN | NDI VI DUAL
PRE- PAI D TUI TI ON ACCOUNT ESTABLI SHED | N ACCORDANCE WTH THE PROVI SI ONS
OF TH S ARTI CLE.

2. "ACCOUNT OWER' SHALL MEAN A PERSON WHO ENTERS | NTO A PRE- PAI D
TUI TI ON AGREEMENT PURSUANT TO THE PROVI SIONS OF THI S ARTI CLE, | NCLUDI NG
A PERSON WHO ENTERS | NTO SUCH AN AGREEMENT AS A FI DUCI ARY OR AGENT ON
BEHALF OF A TRUST, ESTATE, PARTNERSHI P, ASSOCI ATI QN, COMPANY OR CORPO
RATI ON. THE ACCOUNT OMNER MAY ALSO BE THE DESI GNATED BENEFI Cl ARY OF THE
ACCOUNT.

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
LBD13274-02-4
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3. "BOARD' SHALL MEAN THE PRE-PAID TU Tl ON PLAN BOARD, ESTABLI| SHED
PURSUANT TO SECTI ON SI X HUNDRED NI NETY-SI X-B OF TH S ARTI CLE.

4. "CITY UNI VERSI TY" SHALL MEAN THE CI TY UNI VERSI TY OF NEW YORK.

5. "COWTROLLER" SHALL MEAN THE STATE COMPTROLLER.

6. "CORPORATION' SHALL MEAN THE NEW YORK STATE H GHER EDUCATI ON
SERVI CES CORPCORATI ON.

7. " DESI GNATED BENEFI Cl ARY" SHALL MEAN, W TH RESPECT TO AN ACCOUNT OR
ACCOUNTS, THE | NDI VIDUAL DESI GNATED AS THE | NDI VI DUAL WHOSE TUI TI ON
EXPENSES ARE EXPECTED TO BE PAI D FROM THE ACCOUNT OR ACCOUNTS.

8. "ELI G BLE EDUCATI ONAL | NSTI TUTI ON' SHALL MEAN ANY | NSTI TUTION OF
H GHER EDUCATI ON DEFINED AS AN ELIG BLE EDUCATI ONAL | NSTI TUTION I N
SECTI ON 529(E) (5) OF THE | NTERNAL REVENUE CODE OF 1986, AS AMENDED.

9. "FI NANCI AL ORGANI ZATI ON' SHALL MEAN AN ORGANI ZATI ON  AUTHORI ZED TO
DO BUSI NESS IN THE STATE AND A. WHI CH | S AN AUTHORI ZED FI DUCI ARY TO ACT
AS A TRUSTEE PURSUANT TO THE PROVI SIONS OF AN ACT OF CONGRESS ENTI TLED
"EMPLOYEE RETI REMENT | NCOVE SECURI TY ACT OF 1974" AS SUCH PROVI SI ONS NAY
BE AMENDED FROM TIME TO TIME, OR AN | NSURANCE COVPANY; AND B. (I) IS
LI CENSED OR CHARTERED BY THE DEPARTMENT OF FI NANCI AL SERVICES, (Il) IS
CHARTERED BY AN AGENCY OF THE FEDERAL GOVERNMENT, (I111) I'S SUBJECT TO
THE JURI SDI CTI ON AND REGULATI ON OF THE SECURI TI ES AND EXCHANGE COW S-
SION OF THE FEDERAL GOVERNMENT, OR (I1V) I'S ANY OTHER ENTI TY OTHERW SE
AUTHORI ZED TO ACT IN THI S STATE AS A TRUSTEE PURSUANT TO THE PROVI SI ONS
OF AN ACT OF CONGRESS ENTI TLED "EMPLOYEE RETI REMENT | NCOVE SECURI TY ACT
OF 1974" AS SUCH PROVI SI ONS MVAY BE AVENDED FROM TI ME TO TI ME.

10. " MANAGEMENT CONTRACT" SHALL MEAN THE CONTRACT EXECUTED BY THE
BOARD AND A FI NANCI AL ORGANI ZATI ON SELECTED TO ACT AS A DEPGCSI TORY AND
MANAGER OF THE PLAN.

11. "MEMBER OF FAM LY" SHALL MEAN A FAMLY MEMBER AS DEFINED IN
SECTI ON 529 OF THE | NTERNAL REVENUE CCODE OF 1986, AS AMENDED.

12. " NONQUALI FI ED W THDRAWAL" SHALL MEAN A W THDRAWAL FROM AN ACCOUNT,
BUT SHALL NOT MEAN:

A. A QUALI FI ED W THDRAWAL,

B. A WTHDRAWAL MADE AS THE RESULT OF THE DEATH OR DI SABI LI TY OF THE
DESI GNATED BENEFI CI ARY OF AN ACCOUNT; OR

C. A WTHDRAWAL MADE ON THE ACCOUNT OF A SCHOLARSHI P.

13. "PLAN' SHALL MEAN THE NEW YORK STATE PRE-PAI D TU TI ON PLAN ESTAB-
LI SHED PURSUANT TO THI S ARTI CLE.

14. " PLAN MANAGER' SHALL MEAN A FI NANCI AL ORGANI ZATI ON SELECTED BY THE
BOARD TO ACT AS A DEPCSI TORY AND MANAGER OF THE PLAN.

15. "QUALI FI ED W THDRAWAL" SHALL MEAN A W THDRAWAL FROM AN ACCOUNT TO
PAY THE QUALI FI ED TUI TI ON EXPENSES OF THE DESI GNATED BENEFI Cl ARY.

16. " STATE UNI VERSI TY" SHALL MEAN THE STATE UNI VERSI TY OF NEW YCORK.

17. "TU TI ON' SHALL MEAN ANY MANDATORY CHARGES | MPOSED BY AN ELI G BLE
EDUCATI ONAL | NSTI TUTI ON FOR ATTENDANCE FOR AN ACADEM C YEAR AS A CONDI -
TI ON OF ENRCLLMENT. SUCH TERM SHALL NOT | NCLUDE LABORATORY FEES, ROOM
AND BOARD, OR OTHER SIM LAR FEES AND CHARGES.

18. "TU TION SAVI NGS AGREEMENT" SHALL MEAN AN AGREEMENT BETWEEN THE
BOARD OR A FI NANCI AL ORGANI ZATI ON AND AN ACCOUNT OMNER.

S 696-B. PRE-PAID TU TI ON PLAN BOARD. 1. THE PRE-PAID TU TION PLAN
BOARD |S HEREBY ESTABLISHED. SUCH BOARD SHALL BE COMPOSED OF NI NE
MVEMBERS AS FCOLLOWS:

THE CHANCELLOR OF THE STATE UNI VERSI TY, OR H S OR HER DESI| G\EE;
THE CHANCELLOR OF THE CITY UNI VERSITY, OR H' S OR HER DESI GNEE;
THE COWTROLLER, OR H' S OR HER DESI GNEE;

THE CHAI RMAN OF THE CORPORATI ON, OR HI'S OR HER DESI GNEE;

THREE MEMBERS APPO NTED BY THE GOVERNOR AS FOLLOWS:

moow>
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(1) ONE I NDI VI DUAL W TH EXPERI ENCE | N H GHER EDUCATI ON ADM NI STRATI ON
OF AN | NDEPENDENT COLLEGE OR UNI VERSI TY, AND

(I'') TWO |IND VIDUALS WTH EXPERIENCE |IN ACTUARI AL PRACTI CES AND
I NVESTMENT BANKI NG

F. A MEMBER REPRESENTI NG COVWUNI TY COLLEGES AFFI LI ATED WTH THE STATE
UNI VERSI TY APPO NTED BY THE BOARD OF TRUSTEES OF THE STATE UNI VERSI TY;
AND

G A MEMBER REPRESENTI NG COVWUNI TY COLLEGES AFFI LIATED WTH THE CdTY
UNI VERSI TY APPO NTED BY THE BOARD OF TRUSTEES OF THE CI TY UNI VERSI TY.

2. EACH MEMBER APPO NTED BY THE GOVERNOR, THE BOARD OF TRUSTEES OF THE
STATE UNVERSITY OR THE BOARD OF TRUSTEES OF THE CI TY UN VERSI TY SHALL
SERVE A TERM OF THREE YEARS. VACANCI ES IN THE MEMBERSH P O THE BQOARD
SHALL BE FILLED I'N THE MANNER PROVI DED FOR ORI G NAL APPO NTMENTS.

3. THE MEMBERS OF THE BOARD SHALL RECEI VE NO COVPENSATI ON FOR THEI R
SERVI CES, BUT SHALL BE ALLOWED THEIR ACTUAL AND NECESSARY EXPENSES
| NCURRED | N THE PERFORVANCE OF THEI R DUTI ES PURSUANT TO THI S ARTI CLE.

4. THE BOARD AND THE PLAN SHALL BE DEEMED TO BE PUBLI C AGENCI ES AND
SHALL BE SUBJECT TO ALL PROVI SI ONS OF LAW RELATI NG THERETO.

S 696-C. PONERS AND DUTI ES OF THE BOARD. THE BOARD SHALL ADM NI STER
THE PLAN AND SHALL DEVELOP AND | MPLEMENT PROGRAMS FOR THE PREPAYMENT OF
UNDERGRADUATE TUI TI ON, AT A FI XED, GUARANTEED LEVEL FOR APPLI CATI ON AT
ANY TWO- YEAR OR FOUR- YEAR ELI G BLE EDUCATI ONAL | NSTI TUTI ON AS DEFI NED I N
S 529 OF THE I NTERNAL REVENUE CODE OF 1986, AS AVMVENDED, OR OTHER APPLI -
CABLE FEDERAL LAW | N ADDI TI ON, THE BOARD SHALL HAVE THE POVNER AND DUTY
TO

1. DEVELOP AND | MPLEMENT THE PLAN IN A MANNER CONSI STENT W TH THE
PROVI SIONS OF THI' S ARTI CLE THROUGH RULES AND REGULATI ONS ESTABLI SHED I N
ACCORDANCE W TH THE STATE ADM NI STRATI VE PROCEDURE ACT;

2. MAKE ARRANGEMENTS W TH THE STATE UNI VERSITY, CI TY UN VERSI TY AND
ANY ELI G BLE EDUCATI ONAL | NSTI TUTION LOCATED WTH N THE STATE WH CH
CHOOSES TO PARTICI PATE, TO FULFILL OBLI GATI ONS UNDER PREPAI D TUI TI ON
CONTRACTS FOR TWO- YEAR OR FOUR- YEAR DEGREE PROGRAMS, | NCLUDI NG, BUT NOT
LIMTED TO, PAYMENT FROM THE PLAN OF THE THEN ACTUAL | N- STATE UNDERGRAD-
UATE TU TION COST ON BEHALF OF A QUALI FI ED BENEFI CI ARY OF A PREPAI D
TUI TI ON CONTRACT TO THE | NSTI TUTI ON I N WHI CH SUCH BENEFI Cl ARY IS ADM T-
TED AND ENRCLLED, AND APPLI| CATI ON OF SUCH BENEFI TS TOWARDS GRADUATE- LEV-
EL TU TI ON AND TOMRDS TU Tl ON COSTS AT SUCH ELI G BLE EDUCATI ONAL | NSTI -
TUTIONS, AS THAT TERM IS DEFINED IN 26 U S C S 529 OR ANY OTHER
APPLI CABLE SECTI ON OF THE | NTERNAL REVENUE CODE OF 1986, AS AMENDED, AS
DETERM NED BY THE BOARD IN | TS SCLE DI SCRETI ON. SUCH ARRANGEMENTS MUST
| NCLUDE PLANS THAT ALLOW AN ACCOUNT OMNER TO ENTER | NTO CONTRACTS |IN
VWH CH HE OR SHE CAN PURCHASE TUI TI ON I N | NSTALLMENTS EQUAL TO THE COST
OF SEMESTERS AS A FULL TI ME STUDENT, BUT CAN ALSO |NCLUDE PLANS THAT
WOULD ALLOW FOR THE PREPAYMENT OF TUI TI ON FOR | NDI VI DUAL COURSE CREDI TS;

3. ENGACGE THE SERVI CES OF CONSULTANTS ON A CONTRACT BASI S FOR RENDER-
I NG PROFESSI ONAL AND TECHNI CAL ASSI STANCE AND ADVI CE;

4. SEEK RULI NGS AND OTHER GUI DANCE FROM THE UNI TED STATES DEPARTMENT
OF TREASURY AND THE | NTERNAL REVENUE SERVI CE RELATI NG TO THE PROGRAM

5. MAKE CHANGES TO THE PLAN REQUI RED FOR THE PARTI Cl PANTS TO OBTAI N
THE FEDERAL | NCOVE TAX BENEFI TS OR TREATMENT PROVI DED BY SECTION 529 OF
THE | NTERNAL REVENUE CODE OF 1986, AS AMENDED, OR ANY SI M LAR SUCCESSOR
LEG SLATI ON;

6. CHARGE, | MPOSE AND COLLECT ADM NI STRATI VE FEES AND SERVI CE CHARGES
IN CONNECTION WTH ANY AGREEMENT, CONTRACT OR TRANSACTI ON RELATI NG TO
THE PLAN;

7. DEVELOP MARKETI NG PLANS AND PROMOTI ON MATERI AL;
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8. ESTABLI SH THE METHODS BY VWHI CH THE FUNDS HELD IN SUCH ACCOUNTS BE
DI SPERSED,

9. ESTABLISH THE METHOD BY WHI CH FUNDS SHALL BE ALLOCATED TO PAY FOR
ADM NI STRATI VE CCSTS; AND

10. DO ALL THI NGS NECESSARY AND PROPER TO CARRY OQUT THE PURPOSES OF
TH S ARTI CLE.

S 696-D. EXECUTI VE DI RECTOR 1. THE BOARD SHALL APPO NT AND EMPLOY AN
EXECUTI VE DI RECTOR TO DI RECT, MANAGE AND ADM NI STER THE PLAN, AND WHO
SHALL BE AUTHORIZED TO EMPLOY SUCH PERSONNEL AS SHALL BE NECESSARY TO
| MPLEMENT THE PROVI SIONS OF THI S ARTI CLE.

2. THE I NDI VI DUAL APPAO NTED AS EXECUTI VE DI RECTOR SHALL HAVE DEMON-
STRATED EXTENSI VE EXPERI ENCE | N MANAGEMENT, FI NANCE, LAW REGULATORY
AFFAI RS AND/ OR | NVESTMENT, AND SHALL HAVE SUCH OTHER QUALI FI CATIONS AS
THE BOARD SHALL DETERM NE.

3. THE EXECUTIVE DI RECTOR SHALL, I N ADDI TION TO SUCH DUTI ES AS THE
BOARD SHALL ESTABLI SH:

A. OVERSEE THE DEVELOPMENT, STRUCTURE, EVALUATION AND | MPLEMENTATI ON
OF THE PLAN S STRATEG C GOALS AND OBJECTI VES;

B. FAC LI TATE COVWUN CATION AMONG AND BETWEEN THE BOARD, ADVI SORY
COW TTEES, EMPLOYEES, ACCOUNT OWNERS, BENEFI Cl ARI ES AND OTHER ENTI TI ES
| NTERESTED I N THE PLAN;

C. ENHANCE THE BOARD S ABI LI TY TO MAKE EFFECTI VE AND PROMPT DECI SI ONS
IN ALL MATTERS RELATED TO THE ADM NI STRATI ON OF THE PLAN,

D. WTH THE ASSI STANCE OF THE BOARD AND | NVESTMENT CONSULTANTS,
DI RECT, MANAGE AND ADM NI STER THE PLAN S ASSETS AND PROGRAMS; AND

E. REPORT PERI CDI CALLY AND AS REQUESTED BY THE BOARD.

S 696-E. PLAN REQUI REMENTS. 1. EVERY PRE-PAI D TU TI ON ACCOUNT SHALL
COWPLY W TH THE PROVI SIONS OF THI S SECTI ON.

2. A PRE-PAID TU TI ON ACCOUNT MAY BE OPENED BY ANY PERSON WHO DESI RES
TO ENTER |INTO A CONTRACT FOR PRE-PAYMENT OF TUI TI ON EXPENSES AT AN
I NSTI TUTI ON OF THE STATE UNI VERSI TY, THE CI TY UNI VERSI TY OR ANY PARTI C
| PATI NG ELI G BLE EDUCATI ONAL | NSTI TUTI ON. AN ACCOUNT OMNER NMAY DESI GNATE
ANOTHER PERSON AS SUCCESSOR OWER OF THE ACCOUNT | N THE EVENT OF THE
DEATH OF THE ORI G NAL ACCOUNT OMNER. SUCH PERSON VWHO OPENS AN ACCOUNT OR
ANY SUCCESSOR OMNER SHALL BE CONSI DERED THE ACCOUNT OWNER.

A. AN APPLI CATI ON FOR SUCH ACCOUNT SHALL BE I N THE FORM PRESCRI BED BY
THE BOARD AND CONTAI'N THE FOLLOW NG

(1) THE NAVE, ADDRESS AND SOCI AL SECURI TY NUMBER OR EMPLOYER | DENTI FI -
CATI ON NUMBER OF THE ACCOUNT OWNER;

(1) THE DESI GNATI ON CF A DESI GNATED BENEFI Cl ARY;

(I'rl)y THE NAME, ADDRESS AND SOCI AL SECURI TY NUMBER OF THE DESI GNATED
BENEFI Cl ARY; AND

(1 SUCH OTHER | NFORVATI ON AS THE BOARD NMAY REQUI RE.

B. THE BOARD MAY ESTABLI SH A NOM NAL FEE FOR SUCH APPLI CATI ON.

3. ANY PERSON, | NCLUDI NG THE ACCOUNT OMNER, MAY MAKE CONTRI BUTIONS TO
AN ACCOUNT AFTER THE ACCOUNT | S OPENED.

4. CONTRI BUTI ONS TO ACCOUNTS MAY BE MADE ONLY | N CASH.

5. FOUR YEARS MJST ELAPSE BETWEEN THE ESTABLI SHVENT OF A PRE- PAI D
TU TI ON ACCOUNT AND THE TI ME THE FI RST QUALI FI ED W THDRAWAL | S MADE FOR
THE PAYMENT OF TUI TI ON EXPENSES.

6. AN ACCOUNT OMER MAY W THDRAW ALL OR PART OF THE BALANCE FROM AN
ACCOUNT ON SI XTY DAYS NOTI CE OR SUCH SHORTER PERI CD AS MAY BE AUTHORI ZED
UNDER RULES GOVERNI NG THE PLAN. SUCH RULES SHALL | NCLUDE PROVI SI ONS THAT
W LL GENERALLY ENABLE THE DETERM NATI ON AS TO WHETHER A W THDRAWAL IS A
NONQUALI FI ED W THDRAWAL OR A QUALI FI ED W THDRAWAL.
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7. A AN ACCOUNT OMER MAY CHANGE THE DESI GNATED BENEFI CI ARY OF AN
ACCOUNT TO AN I NDI VIDUAL WVHO | S A MEMBER O THE FAMLY OF THE PRIOR
DESI GNATED BENEFI Cl ARY | N ACCORDANCE W TH PROCEDURES ESTABLI SHED BY THE
BOARD.

B. AN ACCOUNT OWER NMNAY TRANSFER ALL OR A PORTI ON OF AN ACCOUNT TO
ANOTHER FAM LY TUI TI ON ACCOUNT, THE SUBSEQUENT DESI GNATED BENEFI Cl ARY OF
VHCHIS A MEMBER OF THE FAM LY AS DEFI NED I N SECTI ON 529 OF THE | NTER-
NAL REVENUE CODE OF 1986, AS AMENDED.

8. THE PLAN SHALL PROVIDE SEPARATE ACCOUNTI NG FOR EACH DESI GNATED
BENEFI Cl ARY.

9. NO ACCOUNT OWNER OR DESI GNATED BENEFI Cl ARY OF ANY ACCOUNT SHALL BE
PERM TTED TO DI RECT THE | NVESTMENT OF ANY CONTRI BUTI ONS TO AN ACCOUNT OR
THE EARNI NGS THEREON.

10. NEI THER AN ACCOUNT OMNER NCR A DESI GNATED BENEFI CI ARY SHALL USE AN
I NTEREST | N AN ACCOUNT AS SECURI TY FOR A LOAN. ANY PLEDGE OF AN | NTEREST
I N AN ACCOUNT SHALL BE OF NO FORCE AND EFFECT.

11. A | F THERE IS ANY DI STRI BUTI ON FROM AN ACCOUNT TO ANY | NDI VI DUAL
OR FOR THE BENEFIT OF ANY |ND VIDUAL DURI NG A CALENDAR YEAR,  SUCH
DI STRI BUTI ON SHALL BE REPORTED TO THE | NTERNAL REVENUE SERVI CE AND THE
ACCOUNT OMNER, THE DESI GNATED BENEFI CI ARY OR THE DI STRIBUTEE TO THE
EXTENT REQUI RED BY FEDERAL LAW OR REGULATI ON.

B. STATEMENTS SHALL BE PROVI DED TO EACH ACCOUNT OMNER AT LEAST ONCE
EACH YEAR W THI N SI XTY DAYS AFTER THE END OF THE TWELVE MONTH PERIOD TO
VWH CH THEY RELATE. THE STATEMENT SHALL | DENTI FY THE CONTRI BUTI ONS MADE
DURI NG A PRECEDI NG TWELVE MONTH PERI CD, THE TOTAL CONTRI BUTI ONS MADE TO
THE ACCOUNT THROUGH THE END OF THE PERI OD, THE VALUE OF THE ACCOUNT AT
THE END OF SUCH PERI CD, DI STRI BUTI ONS MADE DURI NG SUCH PERICD AND ANY
OTHER | NFORVATI ON THAT THE BOARD SHALL REQUI RE TO BE REPORTED TO THE
ACCOUNT OWNER.

C. STATEMENTS AND | NFORVATI ON RELATI NG TO ACCOUNTS SHALL BE PREPARED
AND FI LED TO THE EXTENT REQUI RED BY FEDERAL AND STATE TAX LAW

12. A A LOCAL GOVERNMENT OR ORGANI ZATION DESCRIBED | N SECTI ON
501(C) (3) OF THE | NTERNAL REVENUE CODE OF 1986, AS AMENDED, MAY OPEN AND
BECOVE THE ACCOUNT OMNER OF AN ACCOUNT TO FUND SCHOLARSHI PS FOR PERSONS
VWHOSE | DENTI TY W LL BE DETERM NED UPON DI SBURSEMENT.

B. IN THE CASE OF ANY ACCOUNT OPENED PURSUANT TO PARAGRAPH A OF THI S
SUBDI VI SI ON THE REQUI REMENT SET FORTH I'N SUBDI VI SION TWO OF THI S SECTI ON
THAT A DESI GNATED BENEFI CI ARY BE DESI GNATED WHEN AN  ACCOUNT | S OPENED
SHALL NOT APPLY AND EACH I NDI VI DUAL WHO RECEI VES AN | NTEREST | N SUCH
ACCOUNT AS A SCHOLARSHI P SHALL BE TREATED AS A DESI GNATED BENEFI Cl ARY
W TH RESPECT TO SUCH | NTEREST.

13. AN ANNUAL FEE MAY BE | MPOSED UPON THE ACCOUNT OWMNER FOR THE MAI N-
TENANCE OF THE ACCOUNT.

14. THE PLAN SHALL DI SCLOSE THE FOLLOW NG | NFORMATION IN WRITING TO
EACH ACCOUNT OWER AND PROSPECTI VE ACCOUNT OMNER OF A PRE-PAID TU Tl ON
ACCOUNT:

A. THE TERMS AND CONDI TI ONS FOR PURCHASI NG A PRE- PAI D TUI TI ON ACCOUNT;

B. ANY RESTRI CTI ONS ON THE SUBSTI TUTI ON OF BENEFI Cl ARI ES;

C. THE PERSON OR ENTITY ENTI TLED TO TERM NATE THE TUl TI ON PRE- PAYMENT
AGREEMENT;

D. THE PERICD OF TI ME DURI NG WH CH A BENEFI Cl ARY MAY RECEI VE BENEFI TS
UNDER THE TU Tl ON PRE- PAYMENT AGREEMENT,;

E. THE TERMS AND CONDI TIONS UNDER WHI CH MONEY MAY BE WHOLLY OR
PARTI ALLY W THDRAWN FROM THE PLAN, | NCLUDI NG BUT NOT LIMTED TO, ANY
REASONABLE CHARGES AND FEES THAT MAY BE | MPCSED FOR W THDRAWAL;
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F. THE PROBABLE TAX CONSEQUENCES ASSCCI ATED W TH CONTRI BUTI ONS TO AND
DI STRI BUTI ONS FROM ACCOUNTS; AND

G ALL OIHER RIGHTS AND OBLI GATIONS PURSUANT TO PRE- PAID TU TI ON
AGREEMENTS, AND ANY OTHER TERMS, CONDI TI ONS AND PROVI SI ONS DEEMED NECES-
SARY AND APPRCPRI ATE BY THE BOARD PURSUANT TO SECTI ON SI X HUNDRED NI NE-
TY-SI X-C OF TH S ARTI CLE.

15. PRE-PAID TU TION SAVI NGS AGREEMENTS SHALL BE SUBJECT TO SECTI ON
FOURTEEN- C OF THE BANKI NG LAW AND THE "TRUTH I N-SAVI NGS" REGULATI ONS
PROMULGATED THEREUNDER.

16. NOTHI NG IN THI'S ARTI CLE OR I N ANY PRE-PAI D TU TI ON SAVI NGS AGREE-
MENT ENTERED | NTO PURSUANT TO THI S ARTI CLE SHALL BE CONSTRUED AS A GUAR-
ANTEE BY THE STATE OR ANY COLLEGE THAT A BENEFI CI ARY WLL BE ADM TTED TO
A COLLECGE OR UNI VERSI TY, OR, UPON ADM SSI ON TO A COLLEGE WLL BE PERM T-
TED TO CONTI NUE TO ATTEND OR W LL RECEIVE A DEGREE FROM A COLLEGE OR
UNI VERSI TY.

S 696-F. PONERS OF THE BOARD AND COVPTROLLER

1. THE BOARD, IN CONSULTATION WTH THE COVMPTROLLER, MAY SOLICI T
PROPOSALS FROM FI NANCI AL ORGANI ZATI ONS TO ACT AS DEPGCSI TORI ES AND MANAG
ERS OF THE PLAN. FI NANCI AL ORGANI ZATI ONS SUBM TTI NG PROPOCSALS SHALL
DESCRI BE THE | NVESTMENT | NSTRUMVENT WHI CH W LL BE HELD I N ACCOUNTS. THE
BOARD SHALL SELECT AS PROGRAM DEPOSI TORIES AND MANAGERS THE FI NANCI AL
ORGANI ZATI ON, FROM AMONG THE BI DDI NG FI NANCI AL ORGANI ZATI ONS THAT DEMON-
STRATES THE MOST ADVANTAGEQUS COVBI NATI ON, BOTH TO POTENTI AL PROGRAM
PARTI CI PANTS AND THI S STATE, OF THE FOLLOW NG FACTORS:

A. FINANCI AL STABILITY AND | NTEGRITY OF THE FI NANCI AL ORGANI ZATI ON;

B. THE SAFETY OF THE | NVESTMENT | NSTRUMENT BEI NG OFFERED;

C. THE ABILITY OF THE | NVESTMENT | NSTRUMENT TO TRACK | NCREASI NG COSTS
OF H GHER EDUCATI ON;

D. THE ABILITY OF THE FI NANCI AL ORGANI ZATI ON TO SATI SFY RECCORDKEEPI NG
AND REPORTI NG REQUI REMENTS;

E. THE FI NANCI AL ORGANI ZATI ON'S PLAN FOR PROMOTI NG THE PLAN AND THE
I NVESTMENT I'T IS WLLING TO MAKE TO PROMOTE THE PLAN,

F. THE FEES, |F ANY, PROPOSED TO BE CHARGED TO PERSONS FOR OPEN NG
ACCOUNTS;

G THE MNMUM INTIAL DEPCSIT AND M N MJM CONTRI BUTI ONS THAT THE
FI NANCI AL ORGANI ZATI ON W LL REQUI RE;

H THE ABILITY OF BANKING ORGANI ZATI ONS TO ACCEPT ELECTRONIC W TH-
DRAVALS, | NCLUDI NG PAYROLL DEDUCTI ON PLANS; AND

|. OTHER BENEFI TS TO THE STATE OR |ITS RESIDENTS |INCLUDED IN THE
PROPOSAL, | NCLUDI NG FEES PAYABLE TO THE STATE TO COVER EXPENSES OF OPER-
ATI ON OF THE PROGRAM

2. THE BOARD NMAY ENTER | NTO A CONTRACT W TH A FI NANCI AL ORGANI ZATI ON.
SUCH FI NANCI AL ORGANI ZATI ON MANAGEMENT MAY PROVI DE ONE OR MORE TYPES OF
I NVESTMENT | NSTRUMENT.

3. THE BOARD MAY SELECT MORE THAN ONE FI NANCI AL ORGANI ZATI ON FOR THE
PLAN.

4. A MANAGEMENT CONTRACT SHALL | NCLUDE, AT A MNIMUM TERMS REQUI RI NG
THE FI NANCI AL ORGANI ZATI ON TGO

A TAKE ANY ACTION REQU RED TO KEEP THE PLAN I N COVPLI ANCE W TH
REQUI REMENTS OF THI S ARTI CLE;

B. KEEP ADEQUATE RECORDS OF EACH ACCOUNT, KEEP EACH ACCOUNT SEGREGATED
FROM EACH OTHER ACCOUNT, AND PROVIDE THE BOARD WTH THE | NFORVATI ON
NECESSARY TO PREPARE THE STATEMENTS REQUI RED BY THI S ARTI CLE;

C. PROVIDE THE COWPTROLLER OR H'S OR HER DESI GNEE ACCESS TO THE BOOKS
AND RECORDS OF THE PLAN MANAGER TO THE EXTENT NEEDED TO DETERM NE
COVPLI ANCE W TH THE CONTRACT;
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D. HOLD ALL ACCOUNTS FOR THE BENEFI T OF THE ACCOUNT OWNER;

E. BE AUDI TED AT LEAST ANNUALLY BY A FI RM OF CERTI FI ED PUBLI C ACCOUNT-
ANTS SELECTED BY THE COMPTROLLER AND THAT THE RESULTS OF SUCH AUDI T BE
PROVI DED TO THE BOARD AND THE COVPTROLLER;

F. PROVI DE THE BOARD AND THE COWTROLLER W TH COPI ES OF ALL REGULATORY
FI LI NGS AND REPORTS MADE BY |IT DURING THE TERM OF THE MANAGEMENT
CONTRACT OR WHILE |IT IS HOLDI NG ANY ACCOUNTS, OTHER THAN CONFI DENTI AL
FI LI NGS OR REPORTS THAT WLL NOT BECOVE PART OF THE PLAN. THE PLAN
MANAGER SHALL MAKE AVAI LABLE FOR REVI EW BY THE COVWTROLLER THE RESULTS
OF ANY PERI GDI C EXAM NATI ON OF SUCH MANAGER BY ANY STATE OR FEDERAL
BANKI NG | NSURANCE OR SECURI TI ES COW SSI ON, EXCEPT TO THE EXTENT THAT
SUCH REPORT OR REPORTS MAY NOT BE DI SCLOSED UNDER APPLI CABLE LAWOR THE
RULES OF SUCH COW SSI ON;  AND

G ENSURE THAT ANY DESCRI PTI ON OF THE PROGRAM WHETHER I N WRI TI NG OR
THROUGH THE USE OF ANY MEDIA, IS CONSISTENT WTH THE MARKETI NG PLAN
DEVELOPED | N THE MEMORANDUM OF UNDERSTANDI NG PURSUANT TO THE PROVI SI ONS
OF SECTI ON SI X HUNDRED NI NETY-FI VE-C OF TH S ARTI CLE.

5. THE COMPTRCLLER MAY PROVI DE THAT AN AUDI T SHALL BE CONDUCTED OF THE
OPERATI ONS AND FI NANCI AL PCSI TI ON OF THE PLAN DEPOSI TORY AND MANAGER AT
ANY TIME | F THE BOARD OR THE COMPTROLLER HAS ANY REASON TO BE CONCERNED
ABOUT THE FI NANCI AL PGSI TI ON, THE RECORDKEEPI NG PRACTI CES, OR THE STATUS
OF ACCOUNTS OF SUCH PLAN DEPCSI TORY AND MANAGER.

6. DURI NG THE TERM OF ANY CONTRACT WTH A PLAN MANAGER, THE COWP-
TROLLER SHALL CONDUCT AN EXAM NATI ON OF SUCH MANAGER AND | TS HANDLI NG OF
ACCOUNTS. SUCH EXAM NATION SHALL BE CONDUCTED AT LEAST BI ENNIALLY I F
SUCH MANAGER |'S NOT OTHERW SE SUBJECT TO PERIODIC EXAM NATION BY THE
SUPERI NTENDENT OF FI NANCI AL  SERVI CES, THE FEDERAL DEPOSI T | NSURANCE
CORPCORATI ON OR OTHER SI'M LAR ENTI TY.

7. A | F SELECTI ON OF A FI NANCI AL ORGANI ZATI ON AS A PLAN MANAGER OR
DEPCSI TORY IS NOT' RENEVWED, AFTER THE END OF I TS TERM

(1) ACCOUNTS PREVI QUSLY ESTABLI SHED AND HELD | N | NVESTMENT | NSTRUMENTS
AT SUCH FI NANCI AL ORGANI ZATI ON MAY BE TERM NATED;

(1) ADDI TI ONAL CONTRI BUTI ONS MAY BE MADE TO SUCH ACCOUNTS;

(1'11) NO NEW ACCOUNTS MAY BE PLACED W TH SUCH FI NANCI AL ORGANI ZATI ON;
AND

(1'V) EXI STI NG ACCOUNTS HELD BY SUCH DEPOSI TORY SHALL REMAI N SUBJECT TO
ALL OVERSI GHT AND REPORTI NG REQUI REMENTS ESTABLI SHED BY THE COVPTROLLER

B. IF THE COMPTROLLER TERM NATES A FI NANCI AL ORGANI ZATION AS A PLAN
MANAGER OR DEPOSI TORY, HE OR SHE SHALL TAKE CUSTODY OF ACCOUNTS HELD BY
SUCH FI NANCI AL ORGANI ZATI ON AND SHALL SEEK TO PROWPTLY TRANSFER SUCH
ACCOUNTS TO ANCOTHER FI NANCI AL ORGANI ZATI ON THAT |'S SELECTED AS A PLAN
MANAGER OR DEPGCSI TORY AND | NTO | NVESTMENT | NSTRUMENTS AS SIM LAR TO THE
ORI G NAL | NSTRUMENTS AS POSSI BLE.

S 696-G  STATE GUARANTEE. 1. NOTHING IN TH S ARTI CLE SHALL ESTABLI SH
OR BE DEEMED TO ESTABLI SH ANY OBLI GATI ON OF THE STATE, THE COWTROLLER
OR ANY AGENCY OR I NSTRUMENTALI TY OF THE STATE TO GUARANTEE ANY BENEFI TS
TO ANY ACCOUNT OMNER OR DESI GNATED BENEFI Cl ARY.

2. NOTW THSTANDI NG THE PROVI SI ONS OF SUBDI VI SION ONE OF TH' S  SECTI ON,
IN ORDER TO ENSURE THAT THE PLAN IS ABLE TO MEET I TS OBLI GATI ONS, THE
GOVERNOR SHALL | NCLUDE IN THE BUDGET SUBM TTED PURSUANT TO SECTI ON TVEEN-
TY-TWO OF THE STATE FI NANCE LAW AN APPROPRI ATI ON  SUFFI CI ENT FOR THE
PURPOSE OF ENSURI NG THAT THE PLAN CAN MEET | TS OBLI GATI ONS.  ANY SUMS
APPROPRI ATED FOR SUCH PURPOSE SHALL BE TRANSFERRED TO THE PLAN. ALL
AMOUNTS PAI D | NTO THE PLAN PURSUANT TO THI S SUBDI VI SI ON SHALL CONSTI TUTE
AND BE ACCOUNTED FOR AS ADVANCES BY THE STATE TO THE PLAN AND, SUBJECT
TO THE RI GHTS OF THE PLAN' S CONTRACT HOLDERS, SHALL BE REPAID TO THE
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STATE W THOUT | NTEREST FROM AVAI LABLE OPERATI NG REVENUE OF THE PLAN I N
EXCESS OF AMOUNTS REQUI RED FOR THE PAYMENT OF THE OBLIGATIONS OF THE
PLAN. AS USED IN THI S SECTI ON, "OBLI GATI ONS OF THE PLAN' MEANS AMOUNTS
REQU RED FOR THE PAYMENT OF CONTRACT BENEFI TS OR OTHER OBLI GATI ONS OF
THE PLAN, THE MAI NTENANCE OF THE PLAN, AND OPERATI NG EXPENSES FOR THE
CURRENT FI SCAL YEAR.

S 2. The state finance |law is anended by adding a new section 78-c to
read as foll ows:

S 78-C. NEW YORK STATE PRE-PAID TU TI ON PLAN FUND. 1. THERE | S HEREBY
ESTABLI SHED | N THE SOLE CUSTODY OF THE STATE COVWPTROLLER A SPECI AL FUND
TO BE KNOMW AS THE NEW YORK STATE PRE-PAID TU TI ON PLAN FUND. ALL
PAYMENTS FROM SUCH FUND SHALL BE MADE | N ACCORDANCE WTH ARTICLE FOUR-
TEEN- B OF THE EDUCATI ON LAW

2. (A THE COWTROLLER, W TH THE CONSENT OF THE PRE- PAI D TU TI ON PLAN
BOARD, SHALL | NVEST THE ASSETS OF THE FUND I N | NVESTMENTS AUTHORI ZED BY
ARTICLE FOUR-A OF THE RETIREMENT AND SOCI AL SECURITY LAW PROVI DED
HOWEVER, THAT:

(1) THE PROVI SI ONS OF PARAGRAPH (A) OF SUBDI VI SI ON TWO OF SECTI ON ONE
HUNDRED SEVENTY- SEVEN OF THE RETI REMENT AND SOC|I AL SECURI TY LAW SHALL
NOT APPLY EXCEPT FOR THE FI RST CLAUSE OF SUBPARAGRAPH (11) OF SUCH PARA-
GRAPH; AND

(1'l) NOTW THSTANDI NG THE PROVI SIONS OF SUBDI VI SION SEVEN OF SECTI ON
ONE HUNDRED SEVENTY- SEVEN OF THE RETI REMENT AND SOCI AL SECURI TY LAW OR
ANY OTHER LAW TO THE CONTRARY, THE ASSETS OF THE FUND MAY BE | NVESTED I N
ANY FUNDI NG AGREEMENT | SSUED | N ACCORDANCE W TH SECTI ON THREE THOUSAND
TWO HUNDRED TWENTY- TWO OF THE | NSURANCE LAW BY A DOVESTI C LI FE | NSURANCE
COWANY OR A FOREIGN LIFE | NSURANCE COVPANY DO NG BUSINESS IN THI' S
STATE, SUBJECT TO THE FOLLOW NG

(1) SUCH A FUNDI NG AGREEMENT MAY PROVI DE FOR A GUARANTEED M NI MUM RATE
OF RETURN;

(2) SUCH A FUNDI NG AGREEMENT MAY BE ALLOCATED AS EITHER A SEPARATE
ACCOUNT OR A GCENERAL ACCOUNT OF THE I SSUER, AS THE COVMPTROLLER MAY
DECI DE;

(3) TOTAL | NVESTMENTS OF THE FUND PURSUANT TO THIS PARAGRAPH I N ANY
FUNDI NG AGREEMENTS | SSUED BY A SI NGLE LI FE | NSURANCE COVPANY WHI CH ARE
ALLOCATED AS A GENERAL ACCOUNT OF THE | SSUER SHALL NOT, IN THE AGGRE-
GATE, EXCEED THREE HUNDRED FI FTY M LLI ON DOLLARS; AND

(4) NO ASSETS OF THE FUND SHALL BE | NVESTED I N ANY SUCH FUNDI NG AGREE-
MENT UNLESS, AT THE TIME OF SUCH | NVESTMENT, THE CGENERAL OBLI GATI ONS OR
FI NANCI AL STRENGTH OF THE | SSUER HAVE RECEI VED EITHER THE H GHEST OR
SECOND HI GHEST RATI NG BY TWO NATI ONALLY RECOGNI ZED RATI NG SERVI CES OR BY
ONE NATI ONALLY RECOGNI ZED RATI NG SERVI CE I N THE EVENT THAT ONLY ONE SUCH
SERVI CE RATES SUCH OBLI GATI ONS.

(B) FUND ASSETS SHALL BE KEPT SEPARATE AND SHALL NOT BE COVM NGLED
W TH OTHER ASSETS. THE PRE-PAID TU TION PLAN BOARD MAY ENTER |INTO
CONTRACTS TO PROVIDE FOR | NVESTMENT ADVI CE AND MANAGEMENT, CUSTODI AL
SERVI CES AND OTHER PROFESSI ONAL SERVICES FOR THE ADM NI STRATI ON  AND
| NVESTMENT OF THE PLAN. ADM NI STRATI VE FEES, COSTS AND EXPENSES, | NCLUD-
I NG | NVESTMENT FEES AND EXPENSES, SHALL BE PAI D FROM THE ASSETS OF THE
FUND.

3. THE COWPTROLLER SHALL PROVI DE FOR THE ADM NI STRATI ON OF THE TRUST
FUND, | NCLUDI NG MAI NTAI NI NG PARTICI PANT RECORDS AND ACCOUNTS, AND
PROVI DI NG ANNUAL AUDI TED REPORTS. THE COWPTROLLER MAY ENTER | NTO
CONTRACTS TO PROVI DE ADM NI STRATI VE SERVI CES AND REPORTI NG

S 3. Section 5205 of the civil practice |law and rules is anended by
addi ng a new subdivision (p) to read as foll ows:
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(P) EXEMPTI ON FOR NEW YORK STATE PRE- PAID TU TI ON PLAN MONI ES. MONI ES
| N AN ACCOUNT CREATED PURSUANT TO ARTI CLE FOURTEEN-B OF THE EDUCATI ON
LAW ARE EXEMPT FROM APPLI CATI ON TO THE SATI SFACTI ON OF A MONEY JUDGVENT
AS FOLLOWE:

1. ONE HUNDRED PERCENT OF MONI ES I N AN ACCOUNT | N CONNECTION WTH A
PRE- PAI D TUI TI ON PLAN ESTABLI SHED PURSUANT TO SUCH ARTICLE IS EXEMT;
AND

2. ONE HUNDRED PERCENT OF MONIES IN AN ACCOUNT | S EXEMPT WHERE THE
JUDGMVENT DEBTOR | S THE ACCOUNT OWNER OR DESI GNATED BENEFI Cl ARY OF SUCH
ACCOUNT

FOR THE PURPOSES OF THI' S SUBDI VI SI ON, THE TERMS "ACCOUNT OANER' AND
" DESI GNATED BENEFI Cl ARY" SHALL HAVE THE MEANINGS ASCRIBED TO THEM IN
ARTI CLE FOURTEEN- B OF THE EDUCATI ON LAW

S 4. Subparagraph (A) of paragraph 2 of subsection (t) of section 606
of the tax |l aw, as anended by section 1 of part N of chapter 85 of the
| aws of 2002, is anended to read as foll ows:

(A) The term "allowable college tuition expenses" shall nean the
anmount of qualified college tuition expenses of eligible students paid
by the taxpayer during the taxable year, limted to [ten] TWVENTY thou-
sand dollars for each such student;

S 5. Paragraph 34 of subsection (b) of section 612 of the tax law, as
anmended by chapter 535 of the I aws of 2000, subparagraph (B) as amended
by chapter 593 of the laws of 2003, is anended to read as foll ows:

(34) (A) Excess distributions received during the taxable year by a
distributee of a famly tuition account established under the New York
state coll ege choice tuition savings program provided for under article
fourteen-A of the education law, OR OF A PRE-PAID TU TI ON ACCOUNT ESTAB-
LI SHED PURSUANT TO ARTICLE FOURTEEN-B OF THE EDUCATI ON LAW to the
extent such excess distributions are deened attributable to deductible
contributions wunder paragraph thirty-two of subsection (c) of this
secti on.

(B) (i) The term "excess distributions” neans distributions which are
not

(1) qualified wthdrawals wthin the neaning of subdivision nine of
section six hundred ninety-five-b OR SUBDI VI SION FI FTEEN OF SECTI ON Sl X
HUNDRED NI NETY- SI X- A of the education | aw,

(I'1) withdrawals made as a result of the death or disability of the
desi gnat ed beneficiary within the neaning of subdivision ten of section
six hundred ninety-five-b OR SUBDI VI SION TWELVE OF SECTI ON SI X HUNDRED
NI NETY- SI X- A of such | aw;, or

(I'11) transfers described in paragraph b of subdivision six of section
si X hundred ninety-five-e of such | aw

(ii) Excess distributions shall be deened attributable to deductible
contributions to the extent the anobunt of any such excess distribution,
when added to all previous excess distributions from the account,
exceeds the aggregate of all nondeductible contributions to the account.

S 6. Paragraphs 32 and 33 of subsection (c) of section 612 of the tax
| aw, paragraph 32 as anended by chapter 81 of the |laws of 2008 and para-
graph 33 as added by chapter 546 of the |laws of 1997, are anended to
read as foll ows:

(32) Contributions made during the taxable year by an account owner to
one or nore famly tuition accounts established under the New York state
coll ege choice tuition savings program provided for under article four-
teen-A, OR TO A PRE- PAID TU TI ON ACCOUNT PURSUANT TO ARTI CLE FOURTEEN- B
of the education law, to the extent not deductible or eligible for cred-
it for federal incone tax purposes, provided, however, the excl usion
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provided for in this paragraph shall not exceed [five] TEN thousand
dollars for an individual or head of household, and for married coupl es
who file joint tax returns, shall not exceed [ten] TWENTY thousand

dol l ars; provided, further, that such exclusion shall be available only
to the account owner and not to any ot her person.

(33) Distributions froma famly tuition account established under the
New York state college choice tuition savings program provi ded for under
article fourteen-A, OR FROM A PRE- PAI D TUI TI ON ACCOUNT PURSUANT TO ARTI -
CLE FOURTEEN-B of the education law, to the extent includible in gross
i ncome for federal income tax purposes.

S 7. This act shall take effect immediately and shall apply to taxable
years conmenci ng after Decenber 31, 2014.



