Co~NOoOUI~,WNE

STATE OF NEW YORK

10607
I N ASSEMBLY
June 8, 2016

Introduced by COW TTEE ON RULES -- (at request of M of A Crespo,
Sepul veda, Ranos, Pichardo, Rivera, Davila, Arroyo, Mya, Cancel,
Rodriguez, Dilan, Linares) -- read once and referred to the Commttee

on Hi gher Education

AN ACT to anend the education law, in relation to establishing the New
York col |l ege debt repaynent program

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

Section 1. The education |aw is anmended by adding a new section 355-d
to read as foll ows:

S 355-D. NEW YORK COLLEGE DEBT REPAYMENT PROGRAM 1. A COLLEGE DEBT
REPAYMENT PROGRAM MAY BE ESTABLI SHED BY ANY RESI DENT OF THI S STATE. THE
EARNI NGS FROM THE PROGRAM SHALL GROW FEDERALLY AND STATE TAX- DEFERRED
AND W THDRAWALS FOR QUALI FI ED EXPENSES SHALL NOT BE SUBJECT TO STATE OR
FEDERAL | NCOVE TAX.

2. FOR PURPOSES OF THI S SECTI ON:

(A) THE TERM "COLLEGE DEBT REPAYMENT PROGRAM' MEANS A PROGRAM ESTAB-
LI SHED AND MAI NTAI NED BY THI S STATE OR AGENCY OR | NSTRUMVENTALI TY THERECF
OR BY ONE OR MORE ELIG BLE EDUCATIONAL [INSTITUTIONS UNDER WHI CH A
PERSON:

. MAY PAY OFF DEBT | NCURRED BY TU Tl ON CREDI TS OR CERTI FI CATES ON
BEHALF OF A DESI GNATED BENEFI Cl ARY WHI CH ENTI TLE THE BENEFI Cl ARY TO THE
VWAl VER OR PAYMENT OF DEBT | NCURRED FROM HI GHER EDUCATI ON EXPENSES OF THE
BENEFI Cl ARY, OR

1. IN THE CASE OF A PROGRAM ESTABLI SHED AND MAI NTAI NED BY THI S STATE
OR AGENCY OR | NSTRUVENTALI TY THEREOF, NMAY MAKE CONTRIBUTIONS TO AN
ACCOUNT WHICH |S ESTABLISHED FOR THE PURPOCSE OF MEETING THE DEBT
| NCURRED BY QUALI FI ED HI GHER EDUCATI ON EXPENSES OF THE DESI GNATED BENE-
FI Cl ARY OF THE ACCOUNT.

(B) THE TERM "MEMBER OF THE FAM LY" MEANS ANY SPOUSE, CHI LD, GRAND-
CH LD OR FI RST DEGREE COUSI N OF ANY DESI GNATED BENEFI Cl ARY.

(© THE TERM " DESI GNATED BENEFI Cl ARY" NMEANS:

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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. THE | NDI VI DUAL DESI GNATED AT THE COMVENCEMENT OF PARTICI PATION [N
THE COLLEGE DEBT REPAYMENT PROGRAM AS THE BENEFI Cl ARY OF AMOUNTS PAI D
(OR TO BE PAID) TO THE PROGRAM OR

1. IN THE CASE OF A CHANGE | N BENEFI Cl ARI ES, THE | NDI VI DUAL WHO I S
THE NEW BENEFI Cl ARY.

(D) THE TERM " QUALI FI ED HI GHER EDUCATI ON EXPENSES" MEANS:

. TUTION, ROOM AND BQARD, FEES, BOOKS, SUPPLIES, AND EQUI PMENT
REQUI RED FOR THE ENROLLMENT OR ATTENDANCE OF A DESI GNATED BENEFI Cl ARY AT
AN ELI G BLE EDUCATI ONAL | NSTI TUTI ON;

I'1. EXPENSES FOR SPECI AL NEEDS SERVI CES | N THE CASE OF A SPECI AL NEEDS
BENEFI Cl ARY WHICH ARE | NCURRED | N CONNECTI ON W TH SUCH ENRCLLMENT OR
ATTENDANCE; OR

[11. EXPENSES PAID OR I NCURRED I N TWO THOUSAND NINE OR TWO THOUSAND
TEN FOR THE PURCHASE OF ANY COVPUTER TECHNCLOGY OR | NTERNET ACCESS AND
RELATED SERVI CES, |F SUCH TECHNOLOGY, EQUI PMENT, OR SERVI CES ARE TO BE
USED BY THE BENEFI Cl ARY AND THE BENEFI Cl ARY' S FAM LY DURI NG ANY OF THE
YEARS THE BENEFI Cl ARY | S ENROLLED AT AN ELI G BLE EDUCATI ONAL | NSTI TU-
TI ON.

(E) THE TERM "ELI G BLE EDUCATI ONAL | NSTI TUTI ON* MEANS AN | NSTI TUTI ON
VWH CH IS DESCRI BED I N SECTI ON 481 OF THE H GHER EDUCATI ON ACT OF 1965
(20 U. S.C. 1088), AS IN EFFECT ON THE EFFECTI VE DATE OF THI S PARAGRAPH.

(F) A PROGRAM SHALL NOT BE TREATED AS A COLLEGE DEBT REPAYMENT PROGRAM
UNLESS | T PROVIDES THAT PURCHASES OR CONTRI BUTI ONS MAY ONLY BE MADE I N
CASH.

(G A PROGRAM SHALL NOT BE TREATED AS A COLLEGE DEBT REPAYMENT PROGRAM
UNLESS | T PROVI DES SEPARATE ACCOUNTI NG FOR EACH DESI GNATED BENEFI Cl ARY.

A PROGRAM SHALL NOT BE TREATED AS A COLLEGE DEBT REPAYMENT PROGRAM
UNLESS | T PROVI DES THAT ANY CONTRI BUTOR TO, OR DESI GNATED BENEFI CI ARY
UNDER, SUCH PROGRAM MAY, DI RECTLY OR | NDI RECTLY, DI RECT THE | NVESTMENT
OF ANY CONTRI BUTI ONS TO THE PROGRAM (OR ANY EARNI NGS THEREON) NO MORE
THAN TWO TI MES | N ANY CALENDAR YEAR

(1) A PROGRAM SHALL NOT BE TREATED AS A COLLEGE DEBT REPAYMENT PROGRAM
IF IT ALLOAS ANY | NTEREST | N THE PROGRAM OR ANY PORTI ON THEREOF TO BE
USED AS SECURI TY FOR A LOAN.

(J) A PROGRAM SHALL NOT BE TREATED AS A COLLEGE DEBT REPAYMENT PROGRAM
UNLESS I T PROVI DES ADEQUATE SAFEGUARDS TO PREVENT CONTRIBUTIONS ON
BEHALF OF A DESI GNATED BENEFICIARY |N EXCESS OF THOSE NECESSARY TO
PROVI DE FOR THE DEBT | NCURRED BY THE QUALI FI ED H GHER EDUCATI ON EXPENSES
OF THE BENEFI CI ARY.

3. (A) EXCEPT AS OTHERW SE PROVIDED IN THI'S SUBDIVISION, NO AMOUNT
SHALL BE | NCLUDI BLE I N GROSS | NCOVE OF:

. A DESI GNATED BENEFI Cl ARY UNDER A COLLEGE DEBT REPAYMENT PROGRAM OR

1. A CONTRI BUTOR TO SUCH PROGRAM ON BEHALF OF A DESI GNATED BENEFI CI -
ARY, W TH RESPECT TO ANY DI STRI BUTI ON OR EARNI NGS UNDER SUCH PROGRAM

(B) ANY CONTRI BUTI ON TO A COLLEGE DEBT REPAYMENT PROGRAM ON BEHALF OF
ANY DES|I GNATED BENEFI CI ARY SHALL:

I. BE TREATED AS A COWLETED G FT TO SUCH BENEFI Cl ARY VHICH | S NOT A
FUTURE | NTEREST | N PROPERTY; AND

1. NOT BE TREATED AS A QUALI FI ED TRANSFER UNDER SECTION 2503(E) OF
THE | NTERNAL REVENUE CCDE.

(O |IF THE AGGREGATE AMOUNT OF CONTRI BUTI ONS DESCRI BED | N PARAGRAPH
(B) OF THI'S SUBDI VI SI ON DURI NG THE CALENDAR YEAR BY A DONOR EXCEEDS THE
LIMTATION FOR SUCH YEAR UNDER SECTI ON 2503(B) OF THE | NTERNAL REVENUE
CODE, SUCH AGGREGATE AMOUNT SHALL, AT THE ELECTION OF THE DONOR, BE
TAKEN | NTO ACCOUNT FOR PURPOSES OF SUCH SECTI ON RATABLY OVER THE FI VE
YEAR PERI CD BEG NNI NG W TH SUCH CALENDAR YEAR.
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4. (A) ANY DI STRI BUTI ON UNDER A COLLEGE DEBT REPAYMENT PROGRAM SHALL
BE INCLUDIBLE IN THE GROSS | NCOVE OF THE DI STRI BUTEE | N THE MANNER AS
PROVI DED UNDER SECTI ON 72 OF THE | NTERNAL REVENUE CODE.

(B) NO AMOUNT SHALL BE | NCLUDI BLE I N GROSS | NCOVE UNDER PARAGRAPH (A)
OF THIS SUBDIVISION BY REASON OF A DI STRIBUTION WH CH CONSISTS OF
PROVI DI NG A BENEFI T TO THE DI STRI BUTEE WHICH, | F PAID FOR BY THE DI STRI -
BUTEE, WOULD CONSTI TUTE PAYMENT OF A QUALI FI ED HI GHER EDUCATI ON EXPENSE.

(© |IN THE CASE OF DI STRIBUTI ONS NOT DESCRI BED | N PARAGRAPH (B) OF
TH'S SUBDI VI SI ON, | F:

. SUCH DI STRI BUTI ONS DO NOT EXCEED THE DEBT | NCURRED BY THE QUALI FI ED
HI GHER EDUCATI ON EXPENSES ( REDUCED BY EXPENSES DESCRIBED | N PARAGRAPH
(B) OF THI'S SUBDI VI SI ON), NO AMOUNT SHALL BE | NCLUDI BLE | N GROSS | NCOVE;
AND

[1. I'N ANY OTHER CASE, THE AMOUNT OTHERW SE | NCLUDI BLE I N GROSS | NCOVE
SHALL BE REDUCED BY AN AMOUNT VWH CH BEARS THE SAME RATI O TO SUCH AMOUNT
AS SUCH EXPENSES BEAR TO SUCH DI STRI BUTI ONS.

(D) ANY BENEFI T FURNI SHED TO A DESI GNATED BENEFI Cl ARY UNDER A COLLEGE
DEBT REPAYMENT PROGRAM SHALL BE TREATED AS A DI STRI BUTI ON TO THE BENEFI -
Cl ARY FOR PURPOSES OF THI' S SUBDI VI SI ON.

(E) PARAGRAPH (A) OF THI S SUBDI VI SI ON SHALL NOT APPLY TO THAT PORTI ON
OF ANY DI STRI BUTION WHI CH, W THI N SI XTY DAYS OF SUCH DI STRIBUTION, IS
TRANSFERRED:

. TO ANOTHER COLLEGE DEBT REPAYMENT PROGRAM FOR THE BENEFI T OF THE
DESI GNATED BENEFI CI ARY; OR

1. TO THE CREDI T OF ANOTHER DESI GNATED BENEFI Cl ARY UNDER A COLLEGE
DEBT REPAYMENT PROGRAM VHO | S A MEMBER OF THE FAM LY OF THE DESI GNATED
BENEFI Cl ARY W TH RESPECT TO WHI CH THE DI STRI BUTI ON WAS MADE.

(F) ANY CHANCE I N THE DESI GNATED BENEFICIARY OF AN INTEREST IN A
COLLEGE DEBT REPAYMENT PROGRAM SHALL NOT BE TREATED AS A DI STRI BUTI ON
FOR PURPOSES OF PARAGRAPH (A) OF THI'S SUBDI VI SI ON | F THE NEW BENEFI Cl ARY
IS A MEMBER OF THE FAM LY OF THE OLD BENEFI Cl ARY.

5. (A) ALL COLLEGE DEBT REPAYMENT PROGRAMS OF WHICH AN INDIVIDUAL IS A
DESI GNATED BENEFI Cl ARY SHALL BE TREATED AS ONE PROGRAM

(B) ALL DI STRI BUTI ONS DURI NG A TAXABLE YEAR SHALL BE TREATED AS ONE
DI STRI BUTI ON; AND

(© THE VALUE OF THE CONTRACT, | NCOVE ON THE CONTRACT, AND | NVESTMENT
I N THE CONTRACT SHALL BE COVPUTED AS OF THE CLOSE OF THE CALENDAR YEAR
IN VH CH THE TAXABLE YEAR BEG NS.

6. (A) NO AMOUNT SHALL BE | NCLUDI BLE I N THE GROSS ESTATE OF ANY | NDI -
VI DUAL FOR PURPOSES OF CHAPTER 11 OF THE | NTERNAL REVENUE CODE BY REASON
OF AN | NTEREST I N A COLLEGE DEBT REPAYMENT PROGRAM

(B) PARAGRAPH (A) OF THIS SUBDIVISION SHALL NOT APPLY TO AMOUNTS
DI STRI BUTED ON ACCOUNT OF THE DEATH OF A BENEFI Cl ARY.

(© IN THE CASE OF A DONOR WHO MAKES THE ELECTI ON DESCRI BED | N PARA-
GRAPH (C) OF SUBDI VI SION THREE OF THI S SECTI ON AND WHO DI ES BEFORE THE
CLCSE OF THE FIVE YEAR PERI OD REFERRED TO | N SUCH PARAGRAPH, NOTW TH-
STANDI NG PARAGRAPH (A) OF THI'S SUBDI VI SION, THE GROSS ESTATE OF THE
DONCR SHALL | NCLUDE THE PORTI ON OF SUCH CONTRI BUTI ONS PROPERLY ALLOCABLE
TO PERI ODS AFTER THE DATE OF DEATH OF THE DONOR.

(D) EXCEPT AS PROVIDED | N PARAGRAPH (E) OF THI'S SUBDI VI SION, I N NO
EVENT SHALL A DI STRI BUTI ON FROM A COLLEGE DEBT REPAYMENT PROGRAM BE
TREATED AS A TAXABLE QG FT.

(E) THE TAXES | MPOSED BY CHAPTERS 12 AND 13 OF THE | NTERNAL REVENUE
CODE SHALL APPLY TO A TRANSFER BY REASON OF A CHANGE IN THE DESI GNATED
BENEFI Cl ARY UNDER THE PROGRAM (OR A ROLLOVER TO THE ACCOUNT OF A NEW
BENEFI Cl ARY) UNLESS THE NEW BENEFI Cl ARY | S:
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. ASSI GNED TO THE SAME GENERATION AS (OR A HI GHER GENERATI ON THAN)
THE OLD BENEFICI ARY (DETERM NED | N ACCORDANCE W TH SECTI ON 2651 OF THE
| NTERNAL REVENUE CODE); AND

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

7. THE TAX | MPOSED BY SECTI ON 530(D) (4) OF THE | NTERNAL REVENUE CODE
SHALL APPLY TO ANY PAYMENT OR DI STRI BUTI ON FROM A COLLEGE DEBT REPAYMENT
PROGRAM | N THE SAME MANNER AS SUCH TAX APPLIES TO A PAYMENT OR DI STRI B-
UTI ON FROM A COVERDELL EDUCATI ON SAVI NGS ACCOUNT. THI' S SUBDI VI SI ON SHALL
NOT APPLY TO ANY PAYMENT OR DI STRI BUTI ON | N ANY TAXABLE YEAR BEG NNI NG
BEFORE JANUARY FI RST, TWD THOUSAND FOUR, WHICH IS |INCLUDIBLE IN GRGCSS
I NCOVE BUT USED FOR QUALIFI ED H GHER EDUCATI ON EXPENSES OF THE DESI G-
NATED BENEFI Cl ARY.

8. A CONTRI BUTOR SHALL MAKE AN I NI TI AL | NVESTMENT OF AT LEAST TWENTY-
FIVE DOLLARS AND MAY CONTRI BUTE UP TO THREE HUNDRED SEVENTY- FI VE THOU
SAND DOLLARS TO A COLLEGE DEBT REPAYMENT PROGRAM

9. ANY DESI GNATED BENEFI Cl ARY WHO W THDRAWS FUNDS TO PAY FOR NONQUALI -
FI ED EXPENSES SHALL PAY A TEN PERCENT PENALTY TAX ON EARNI NGS AS WELL AS
FEDERAL AND STATE | NCOVE TAX.

10. THE COWPTROLLER SHALL BE AUTHORI ZED TO OFFER AGE- BASED OPTI ONS FOR
PARTI Cl PANTS OF THE PROGRAM SI M LAR TO THOSE OFFERED I N THI S STATE' S 529
COLLEGE SAVI NGS PROGRAM

11. (A) | ND VI DUAL TAXPAYERS MAY DEDUCT THE CONTRI BUTI ONS THEY MAKE TO
A COLLEGE DEBT REPAYMENT PROGRAM UP TO FI VE THOUSAND DOLLARS ANNUALLY.

(B) MARRI ED | NDI VI DUAL TAXPAYERS THAT FILE JO NTLY MAY DEDUCT THE
CONTRI BUTIONS THEY MAKE TO A COLLEGE DEBT REPAYMENT PROGRAM UP TO TEN
THOUSAND DOLLARS ANNUALLY.

S 2. This act shall take effect on the one hundred eightieth day after
it shall have becone a | aw.



