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STATE OF NEW YORK

1554
2015- 2016 Regul ar Sessi ons
I N ASSEMBLY
January 12, 2015

I ntroduced by M of A MAGNARELLI, PAULIN -- Milti-Sponsored by -- M of
A. HEASTIE, MAGEE -- read once and referred to the Conmmittee on Hi gher
Educati on

AN ACT to anend the education |aw and the state finance law, in relation
to establishing the New York state fami |y tuition investnment program

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

Section 1. Legislative findings. The legislature hereby finds and
declares that it is an essential function of state governnent to foster
hi gher education in order to provide for a well-educated and financially
secure popul ation. The |egislature further finds that the cost of higher
education is becom ng | ess affordabl e and predictable, adversely affect-
ing the ability of individuals and famlies to plan for future educa-
tional expenses. The legislature further finds that it is in the best
interests of the state to provide its citizens with financing assistance
for higher education and protection against rising costs, and to encour-
age savings to enhance the ability of residents of New York to obtain
financial access to institutions of higher education. Accordingly, the
| egi slature finds and declares that the creation of the New York state
famly tuition investnment programfor the advance purchase of tuition
will help to make higher education affordable and accessible to all New
York's students, to the ultimate benefit of all citizens of the state.

S 2. The education law is anended by adding a new article 14-B to read
as foll ows:

ARTI CLE 14-B
NEW YORK STATE FAM LY TU TI ON
| N\VESTMENT PROGRAM ACT
SECTI ON 696. SHORT TI TLE.
696- A. DEFI NI TI ONS.
696-B. NEW YORK STATE FAMLY TU TION | NVESTMENT PROGRAM
PURPCSE.

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
LBDO0467-01-5
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696- C. PONERS AND DUTI ES OF THE H GHER EDUCATI ON SERVI CES CORPG-
RATI ON.

696- D. PREPAYMENT AGREEMENTS; PRI CI NG REDEMPTI ON.

696- E. DI SCLOSURE TO PURCHASERS.

696- F. TERM NATI ON OF PREPAYMENT AGREEMENTS; REFUNDS.

696- G STATE FI NANCI AL Al D.

696- H SCHOLARSH P PROGRAM

696-1. ANNUAL ACCOUNTI NG AND ACTUARI AL STUDY.

696-J. EXEMPTI ON FROM SECURI TY LAWS.

696- K. RELI EF FROM ATTACHVENT.

S 696. SHORT TITLE. TH S ARTI CLE SHALL BE KNOWN AND MAY BE ClI TED AS
THE "NEW YORK STATE FAM LY TU TI ON | NVESTMENT PROGRAM ACT".

S 696-A. DEFINITIONS. FOR THE PURPOSES OF THI S ARTI CLE, THE FOLLOW NG
TERMS SHALL HAVE THE FOLLOW NG MEANI NGS:

1. "BENEFI Cl ARY" MEANS AN | NDI VI DUAL DESI GNATED I N A PREPAYMENT AGREE-
MENT AS THE | NDI VI DUAL ENTI TLED TO APPLY TUI TI ON UNI TS PURCHASED UNDER
SUCH AGREEMENT TO THE PAYMENT OF THAT | NDI VI DUAL'S TUI TI ON.

2. "COWTROLLER'" MEANS THE STATE COVPTROLLER

3. "CORPORATI ON' MEANS THE NEW YORK STATE HI GHER EDUCATI ON SERVI CES
CORPORATI ON.

4. "OMER' MEANS THE PURCHASER OR BENEFI CI ARY OF A PREPAYMENT AGREE-
MENT DESI GNATED BY THE PURCHASER PURSUANT TO PARAGRAPH A OF SUBDI VI SI ON
ONE OF SECTI ON SI X HUNDRED NI NETY-SI X-D OF TH S ARTI CLE.

5. "PREPAYMENT AGREEMENT" MEANS AN AGREEMENT ENTERED | NTO BY THE
CORPCORATI ON AND A PURCHASER PROVI DING FOR THE PREPAYMENT OF TU TION
UNI TS BY THE PURCHASER, AT A PRI CE DETERM NED BY THE CORPORATI ON FOR THE
YEAR |IN VH CH THE UNI TS ARE PURCHASED, AND THE REDEMPTI ON OF SUCH UNI TS
AT THE TIME OF THE BENEFICH ARY'S COLLEGE MATRI CULATION, AT A VALUE
DETERM NED | N ACCORDANCE W TH SECTI ON SI X HUNDRED NI NETY-SI X-D OF TH S
ARTI CLE.

6. "PROGRAM' MEANS THE NEW YORK STATE FAMLY TU TION | NVESTMENT
PROGRAM ESTABLI SHED BY SECTI ON SI X HUNDRED NI NETY-SI X-B OF TH S ARTI CLE.

7. "PURCHASER' MEANS A PERSON, | NCLUDI NG A NATURAL PERSON, LI M TED
LI ABI LI TY COMPANY, CORPORATI ON, ASSOCI ATI ON, FOUNDATI ON, PARTNERSH P OR
OTHER LEGAL ENTITY, WHO ENTERS |NTO A PREPAYMENT AGREEMENT W TH THE
CORPCORATI ON FOR THE PREPAYMENT OF TUI TI ON.

8. "TRUST FUND' MEANS THE NEW YORK STATE FAMLY TU TION | NVESTMENT
PROGRAM TRUST FUND ESTABLI SHED PURSUANT TO SECTI ON SEVENTY- El GHT- C OF
THE STATE FI NANCE LAW

9. "TU TI ON' MEANS THE CHARGES | MPOSED BY COLLEGES FOR ATTENDANCE FOR
AN ACADEM C YEAR AS AN UNDERGRADUATE AND ALL FEES REQUI RED AS A CONDI -
TI ON OF ENRCLLMENT AS DETERM NED BY THE CORPORATI ON. SUCH TERM SHALL NOT
I NCLUDE TUI TI ON CHARGED TO QOUT- OF- STATE RESI DENTS, LABORATCRY FEES, ROOM
AND BOARD, OR OTHER SIM LAR FEES AND CHARGES.

10. "UNIT" OR "TU TION UNI T" MEANS ONE PERCENT OF THE ANNUAL WEI GHTED
AVERAGE TU TION FOR A GROUP OF COLLEGES, AS DESCRI BED | N AND DETERM NED
PURSUANT TO SECTI ON SI X HUNDRED NI NETY-SI X-D OF TH S ARTI CLE.

S 696-B. NEW YORK STATE FAM LY TU TI ON | NVESTMENT PROGRAM  PURPCSE.
THERE |S HEREBY ESTABLISHED W THI N THE CORPORATI ON THE NEW YORK STATE
FAM LY TU TI ON | NVESTMENT PROGRAM FOR THE PURPOSE OF | MPROVI NG THE HI G+
ER EDUCATI ONAL OPPORTUNI TIES OF BENEFICIARIES THROUGH THE ADVANCE
PURCHASE OF TU TI ON AT PUBLI C I NSTI TUTI ONS OF H GHER EDUCATION IN THI S
STATE, WH CH SHALL BE AN OFFI Cl AL STATE FUNCTI ON.

S 696-C. PONERS AND DUTI ES OF THE H GHER EDUCATI ON SERVI CES CORPO-
RATI ON. 1. THE CORPORATI ON SHALL:
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A. PROMULGATE NECESSARY RULES AND REGULATIONS, W TH N NI NETY DAYS
AFTER THE EFFECTI VE DATE OF TH S ARTI CLE, FOR THE | MPLEMENTATI ON OF THE
PROGRAM | NCLUDI NG BUT NOT LI M TED TO REASONABLE TIME LIM TS FOR USE OF
TU TION UNI TS, REASONABLE LI M TS ON THE NUMBER OF PROGRAM PARTI Cl PANTS,
REASONABLE RESTRI CTI ONS ON THE SUBSTI TUTI ON OF BENEFI Cl ARI ES, RESI DENCY
REQUI REMENTS FOR BENEFI Cl ARI ES WHI CH SHALL BE CONSI STENT W TH RESI DENCY
REQUI REMENTS ESTABLI SHED BY QUALIFIED |NSTITUTIONS, AND REASONABLE
ADM NI STRATI VE FEES AND CHARGES | N CONNECTI ON W TH ANY TRANSACTI ON UNDER
TH S ARTI CLE;

B. EMPLOY AND FI X THE COMPENSATI ONS OF PERSONNEL, WHO SHALL BE IN THE
CLASSI FI ED SERVI CE, BUT SHALL NOT BE | N THE COVPETI Tl VE CLASS, AS NECES-
SARY TO CARRY QUT I TS RESPONSI BI LI TI ES UNDER THI S ARTI CLE;

C. ENGAGE, ON A CONTRACT BASIS, THE SERVI CES OF FI NANCI AL CONSULTANTS,
ACTUARI ES, AUDI TORS AND OTHER CONSULTANTS AS NECESSARY TO CARRY QUT I TS
RESPONSI Bl LI TI ES UNDER THI S ARTI CLE;

D. CONTRACT FOR OTHER SERVI CES, OR FOR GOODS, NEEDED BY THE CORPO-
RATI ON | N THE CONDUCT COF | TS BUSI NESS;

E. MAKE, EXECUTE AND DELI VER CONTRACTS, CONVEYANCES AND OTHER | NSTRU-
MENTS NECESSARY TO THE MANAGEMENT AND OPERATI ON OF THE PROGRAM

F. PURCHASE | NSURANCE FROM | NSURERS LI CENSED TO DO BUSINESS IN TH' S
STATE PROVI DI NG COVERAGE AGAI NST ANY LOSS IN CONNECTI ON W TH THE CORPO-
RATI ON' S PROPERTY, ASSETS OR ACTIVITIES, OR TO FURTHER ENSURE THE VALUE
OF UNITS;

G PROMOTE, ADVERTI SE AND PUBLI Cl ZE THE PROGRAM THROUGH, AT A M NI MUM
W DE DI SSEM NATI ON OF | NFORVATI ONAL MATERI ALS TO THE PUBLI C EXPLAI NI NG
THE PROVI SI ONS OF THE PROGRAM AND SPECI FI CALLY, A CLEAR STATEMENT |IN
PLAI N LANGUAGE SUWARI ZI NG THE PROVI SI ONS OF SECTI ONS SI X HUNDRED NI NE-
TY-SI X-E AND SI X HUNDRED NI NETY-SI X-F OF TH S ARTI CLE, REGARDI NG DI SCLO
SURE AND TERM NATI ON;

H. ENTER | NTO AGREEMENTS W TH ANY AGENCY OF THE STATE, THE COWP-
TROLLER, PQOLITI CAL SUBDI VI SI ONS OF THE STATE AND W TH PRI VATE EMPLOYERS
UNDER WH CH AN EMPLOYEE MAY AGREE TO HAVE A DESI GNATED AMOUNT DEDUCTED
IN EACH PAYROLL PERI OD FROM THE WAGES OR SALARY DUE SUCH EMPLOYEE FOR
THE PURPOSE OF PURCHASI NG TU TION UNI TS PURSUANT TO A PREPAYMENT AGREE-
MENT;

|. ENTER | NTO AN AGREEMENT W TH THE COMPTROLLER UNDER VWHI CH THE COWP-
TROLLER WLL RECEIVE AND CREDIT TO THE TRUST FUND, FROM ANY BANKI NG
| NSTI TUTION AUTHORIZED TO DO BUSINESS |IN TH S STATE, AMOUNTS THAT A
DEPCS|I TOR OF THE BANKI NG | NSTI TUTION AUTHORI ZES SUCH | NSTITUTION TO
W THDRAW PERI ODI CALLY FROM H' S OR HER ACCOUNT FOR THE PURPCSE OF
PURCHASI NG UNI TS PURSUANT TO A PREPAYMENT AGREEMENT;

J. SOLICIT AND ACCEPT d FTS, GRANTS OR LOANS FROM ANY PERSQN, ASSCC -
ATI ON, BOARD, FOUNDATI ON OR GOVERNMENTAL AGENCY; AND

K. PERFORM ALL ACTS NECESSARY AND PROPER TO CARRY OUT THE DUTI ES AND
RESPONSI Bl LI TI ES OF THE CORPORATI ON PURSUANT TO THI S ARTI CLE.

2. THE COWTROLLER SHALL ACT AS THE SOLE TRUSTEE OF THE TRUST FUND.
THE COWPTROLLER WLL HAVE AUTHORI TY TO MAKE ALL | NVESTMENT DECI SI ONS
REGARDI NG THE TRUST FUND.

3. THE CORPORATI ON SHALL SUBM T A REQUEST TO THE DI VI SION OF THE BUDG
ET FOR FUNDS SUFFI Cl ENT, AS DETERM NED BY SUCH CORPORATI ON, TO COVER THE
EXPENSES OF | NI TI AL PLANNI NG ORGAN ZATION AND ADM NI STRATION OF THE
PROGRAM  ANY APPROPRI ATIONS TO THE CORPORATI ON SHALL BE REPAI D TO THE
STATE FROM THE FEES, CHARGES AND | NVESTMENT EARNI NGS OF THE TRUST FUND
WTH N A FlIVE-YEAR PERI OO, COMVENCI NG TWO YEARS AFTER UNI TS HAVE BEEN
OFFERED FOR SALE TO THE PUBLI C. COMVENCI NG ONE YEAR AFTER UNITS HAVE
BEEN OFFERED FOR SALE TO THE PUBLI C, EXPENSES | NCURRED BY THE CORPO
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RATI ON SHALL BE PAI D FROM THE FEES, CHARGES AND | NVESTMENT EARNINGS OF
THE FUND OR ANY OTHER AVAI LABLE FUNDS.

4. THE PROGRAM |S BACKED BY THE FULL FAI TH AND CREDI T OF THE STATE.
THE STATE PLEDGES TO BENEFACTORS AND DESI GNATED BENEFICIARIES OF THE
PROGRAM THAT THE STATE WLL NOT LIMT OR ALTER THE RI GHTS WH CH ARE
VESTED | N THE PROGRAM UNTI L SUCH OBLI GATIONS ARE MET AND DI SCHARGED.
HOANEVER, THI' S SUBDI VI SION SHALL NOT BE DEEMED TO PRECLUDE SUCH LI M TA-
TION | F ADEQUATE PROVI SION | S MADE BY LAW FOR THE PROTECTION OF THE
BENEFACTORS AND DESI GNATED BENEFI CI ARI ES PURSUANT TO THE OBLI GATI ONS OF
THE CORPORATI ON.

S 696-D. PREPAYMENT AGREEMENTS; PRI CING REDEMPTION. 1. ELECTION OF
OPTIONS. THE CORPORATI ON MAY ENTER | NTO PREPAYMENT AGREEMENTS W TH ANY
PERSON OR ENTI TY FOR THE PURCHASE OF ANY NUMBER OF TU TION UNITS. A
PURCHASER SHALL ELECT ONE OF THE FOLLOW NG OPTI ONS AT THE TI ME OF ENTER-
I NG | NTO A PREPAYMENT AGREEMENT UNDER THI S SECTI ON:

A. ONE OR MORE SPECI FI C | NDI VI DUALS SHALL BE DESI GNATED AS THE BENEFI -
CIARIES OF THE UNITS. A PURCHASER SELECTI NG THI S OPTI ON SHALL ALSO ELECT
WHETHER TO RETAIN OMNERSHI P OF THE UNI TS OR TO ALLOCATE OMNERSHI P OF THE
UNITS IN THE ACCOUNT TO ONE OR MORE OF THE DESI GNATED BENEFI Cl ARI ES. A
PURCHASER VWHO RETAI NS OMNERSHI P MAY ALLOCATE UNI TS AMONG THE SPECI FI ED
BENEFI Cl ARIES AT THE TI ME OF ENROLLMENT IN A COLLEGE. | F THE PURCHASER
ASSI GNS OMNERSHI P OF THE UNI TS TO THE BENEFI Cl ARI ES, EACH BENEFI Cl ARY | S
ENTI TLED TO USE THOSE UNI'TS. | N ACCORDANCE WTH RULES OF THE CORPG
RATI ON, BENEFICI ARIES MAY BE DELETED, ADDED OR SUBSTI TUTED FOR THOSE
ORI G NALLY NAMED | N THE PREPAYMENT AGREEMENT AND OWNERSHI P OF THE ASSETS
MAY BE CHANGED DURI NG THE LI FE OF THE AGREEMENT, PROVI DED THAT NO MORE
THAN FI VE UNRELATED | NDI VI DUALS SHALL BE | NCLUDED UNDER ONE PREPAYMENT
AGREEMENT AT ANY ONE TI ME; OR

B. A UNIT ACCOUNT MAY BE ESTABLI SHED FOR NO MORE THAN FI VE UNRELATED
BENEFI Cl ARIFES. FROM TI ME TO TI ME, THE PURCHASER MAY TRANSFER UNI TS FROM
SUCH ACCOUNT TO ONE OR MORE SPECI FI ED BENEFI CI ARIES | N ACCORDANCE W TH
PARAGRAPH A OF THI' S SUBDI VI SION, OR TO A SCHOLARSHI P PROGRAM ESTABLI SHED
PURSUANT TO THI S SECTI ON. THE PURCHASER SHALL BE THE OAMNER OF THE UNI TS
UNTI L THEY ARE TRANSFERRED; OR

C. ANY NUMBER OF UNITS OF ANY GROUP NAY BE PURCHASED AND DONATED
DI RECTLY TO A SCHOLARSH P PROGRAM ESTABLI SHED PURSUANT TO THI S SECTI ON.
THE PERSON OR ORGANI ZATI ON THAT ESTABLI SHES SUCH SCHOLARSH P PROGRAM
SHALL BE THE OWER OF UNI TS PURCHASED PURSUANT TO THI S PARAGRAPH, AND
THE PURCHASER SHALL HAVE NO RI GHT TO THE UNI TS.

2. UNNT PRICING A. I N ACCORDANCE W TH SOUND ACTUARI AL PRACTI CES, THE
CORPORATI ON  SHALL ESTABLI SH, AND RE-ESTABLISH ANNUALLY, PRI CES FOR
TU TION UNI TS WH CH SHALL BE REDEEMABLE | N SPECI FI C YEARS OR PERI ODS OF
YEARS. TU TION UNIT PRI CES SHALL BE BASED ON I N- STATE TUI TI ON, AND SHALL
BE ESTABLI SHED FOR A TWELVE MONTH PERI GD TO BE DETERM NED BY THE CORPG-
RATI ON.  ANNUALLY, THE CORPORATI ON SHALL HAVE THE ACTUARI AL SOUNDNESS OF
THE TRUST FUND EVALUATED BY A NATI ONALLY RECOGNI ZED ACTUARY AND SHALL
DETERM NE WHETHER ADDI TI ONAL ASSETS ARE NECESSARY TO MEET THE CURRENT
AND PRQIECTED FUTURE OBLI GATI ONS OF THE CORPORATI ON.

B. SEPARATE TU TION UNIT PRI CES SHALL BE ESTABLI SHED FOR EACH OF THE
FOLLOW NG COLLEGE GROUPS:

(1) COLLEGES FOR WHI CH ANNUAL TUI TI ON DOES NOT EXCEED FIVE THOUSAND
DCOLLARS;

(I'l') COLLEGES FOR WHI CH ANNUAL TUI TION IS GREATER THAN FI VE THOUSAND
DCOLLARS BUT NOT MORE THAN TEN THOUSAND DOLLARS;

(I'1l) COLLEGES FOR WHI CH ANNUAL TU TION | S GREATER THAN TEN THOUSAND
DOLLARS BUT NOT MORE THAN FI FTEEN THOUSAND DOLLARS;
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(1'V) COLLEGES FOR WHI CH ANNUAL TUI TI ON IS GREATER THAN FI FTEEN THOU-
SAND DOLLARS BUT NOT MORE THAN TVENTY THOUSAND DOLLARS; AND

(V) COLLEGES FOR WH CH ANNUAL TUI TI ON EXCEEDS TWENTY THOUSAND DOLLARS.

THE CORPCORATI ON  MAY, BY REGULATI ON, ADJUST THE DOLLAR PARAMETERS OF
THE GROUPS SET FORTH IN TH' S PARAGRAPH, AND ANY SUCH ADJUSTMENT SHALL
OPERATE ONLY PRCSPECTI VELY.

C. TUTION UNNT PRI CES SHALL BE BASED ON AN AMOUNT WH CH APPROXI MATES
ONE PERCENT OF THE WEI GHTED AVERAGE TUI TI ON FOR EACH GROUP OF COLLEGES.
THE TERM "WElI GHTED AVERAGE TUI TION," AS USED IN THI S SECTI ON, MEANS THE
TU TI ON COST RESULTI NG FROM THE FOLLOW NG CALCULATI ON:

(1) ADD THE PRODUCTS COF THE ANNUAL TU TI ON FOR EACH COLLEGE WTH N A
GROUP, MJLTI PLI ED BY TOTAL UNDERGRADUATE FI SCAL YEAR ENRCLLMENT AT EACH
COLLEGE; AND

(1) DIVIDE THE GROSS TOTAL OF THE PRODUCTS FROM SUBPARAGRAPH (1) OF
TH'S PARAGRAPH BY THE TOTAL UNDERGRADUATE ACADEM C YEAR ENROLLMENT FOR
EACH GROUP OF COLLEGES.

D. ON AN ANNUAL BASIS, THE CORPORATION SHALL COWPILE | NFORVATI ON
SUFFI CI ENT TO CALCULATE THE PRICE OF UNI TS AT EACH GROUP OF COLLEGES. ON
OR BEFORE JULY THI RTY-FI RST OF EACH YEAR, EACH COLLEGE SHALL CERTIFY TO
THE CORPORATION THE TU TION TO BE CHARGED BY SUCH COLLEGE FOR THE
ACADEM C YEAR BEG NNI NG ON OR AFTER AUGUST FI RST OF THAT YEAR AND ENDI NG
ON OR BEFORE JULY TH RTY-FI RST OF THE FOLLON NG YEAR. AT SUCH TI ME AS
THE CORPORATI ON SHALL DETERM NE, EACH COLLEGE SHALL CERTIFY TO THE
CORPCORATION THE TUI TION CHARGED BY THE COLLEGE FOR THE CURRENT OR ANY
PREVI QUS ACADEM C YEAR.

E. EACH TUTION UNIT PRI CE SHALL | NCLUDE AN AMOUNT DEEMED NECESSARY BY
THE CORPORATI ON TO DEFRAY THE COSTS OF ADM NI STERI NG THE PROGRAM

F. TO PROMOTE THE PURCHASE OF UNI TS AND | N ACCORDANCE W TH ACTUARI ALLY
SOUND PRI NCI PLES, THE CORPORATI ON, | N CONSULTATION WTH THE COWTROLLER
MAY ADJUST THE SALES PRICE AS PART OF | NCENTI VE PROGRAMS, SUCH AS
DI SCOUNTI NG FOR LUWP SUM PURCHASES AND MULTI - YEAR | NSTALLMENT PLANS AT A
FI XED RATE OF PURCHASE.

3. REDEMPTION OF UNITS. | N ACCORDANCE W TH SUCH TERMS AND CONDI Tl ONS
AS SET FORTH IN THI'S SECTI ON, I N THE PREPAYMENT AGREEMENT COR BY RULES OF
THE CORPCORATI ON, THE BENEFI Cl ARY MAY REDEEM THE VALUE OF TUI TI ON UNI TS,
AS FOLLOWE:

A. ONE PERCENT OF THE WEI GHTED AVERAGE TUI TI ON FOR THE ACADEM C YEAR
IN WH CH UNITS ARE REDEEMED, CHARCED BY THE COLLEGE GROUP SELECTED BY
THE PURCHASER UNDER THE PREPAYMENT AGREEMENT, MJLTI PLI ED BY THE NUMBER
OF TUTION UNITS TO BE REDEEMED I N THE ACADEM C TERM I N VH CH THE BENE-
FI C ARY MATRI CULATES AT A COLLEGE.

B. THE CORPORATI ON W LL PAY DI RECTLY TO THE COLLEGE I N WHI CH A BENEFI -
Cl ARY | S ENROLLED DURI NG AN ACADEM C TERM THE AMOUNT REPRESENTED BY THE
UNI TS BEI NG REDEEMED THAT TERM THE BENEFI Cl ARY SHALL BE RESPONSI BLE FOR
THE PAYMENT OF ALL CHARGES REQUI RED BY SUCH COLLEGE IN WH CH THE BENEFI -
CI ARY | S ENROLLED I N EXCESS OF THE VALUE OF UNI TS WH CH ARE REDEEMED.

C. |IF, AT ANY TIME AFTER UNI TS ARE PURCHASED ON BEHALF OF A BENEFI Cl -
ARY OR AWARDED TO A BENEFI Cl ARY PURSUANT TO A SCHOLARSH P PROGRAM  THE
BENEFI Cl ARY CHOOSES TO ATTEND A COLLEGE WTH N A GROUP OTHER THAN THE
ONE FOR WHI CH UNI TS WERE PURCHASED, THE VALUE OF UNTS PURCHASED OR
AWARDED TO THE BENEFICI ARY MAY BE REDEEMED BY THE BENEFI Cl ARY AND
APPLI ED TOMRD THE PAYMENT OF ANY TU TION, FEES OR CHARCGES OF THE
COLLEGE THE BENEFI CI ARY ATTENDS. THE CORPORATI ON SHALL PAY DI RECTLY TO
THE COLLEGE THE VALUE OF UNI TS WH CH ARE REDEEMED.

DD AMN MM PER G OF FOUR YEARS MJST ELAPSE BETWEEN THE TIME A
PREPAYMENT AGREEMENT |S ENTERED |INTO AND THE TI ME THAT UNI TS MAY BE
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REDEEMED. THE CORPORATI ON MAY PRESCRI BE AN ALTERNATI VE PERI OD OF TI MVE,
BUT NO SHORTER THAN FOUR YEARS, VWH CH MJUST ELAPSE BETWEEN THE TI ME A
PREPAYMENT AGREENMENT |'S ENTERED | NTO AND THE TI ME THAT TU TI ON UNI TS NAY
BE REDEEMED.

E. THE CORPORATI ON SHALL PERM T THE REDEMPTI ON OF UNITS FOR MASTER S
DEGREE AND OTHER POST BACCALAUREATE PROGRAMS. THE CORPORATI ON MAY ALSO
PERMT UNTS REMAINING IN AN ACCOUNT AFTER TU TION IS FULLY PAID TO BE
APPLI ED FOR OTHER EDUCATI ONAL EXPENSES AND FEES DI RECTLY CHARGED TO THE
BENEFI Cl ARY BY THE COLLEGE.

4, NO GUARANTEE. NOTHI NG IN TH S ARTI CLE OR I N ANY PREPAYMENT AGREE-
MENT ENTERED | NTO PURSUANT TO THI S ARTI CLE SHALL BE CONSTRUED AS A GUAR-
ANTEE BY THE STATE, THE CORPORATI ON OR ANY COLLEGE, THAT A BENEFI Cl ARY
WLL BE ADMTTED TO A COLLEGE, OR, UPON ADM SSION TO A COLLEGE WLL BE
PERM TTED TO CONTI NUE TO ATTEND OR W LL RECElI VE A DEGREE FROM A COLLEGE.

S 696-E. DI SCLOSURE TO PURCHASERS. 1. THE FOLLOW NG | NFORMVATI ON  SHALL
BE DISCLOSED BY THE CORPORATION IN WRITING TO EACH PURCHASER AND
PROSPECTI VE PURCHASER OF TU TION UNITS AND TO EACH SCHOOL DI STRICT,
PUBLI C HI GH SCHOOL, NONPUBLI C H GH SCHOOL, OR OTHER PERSON OR ORGANI ZA-
TI ON MAI NTAI NI NG A SCHOLARSH P PROGRAM

A. THE TERMS AND CONDI TI ONS FOR PURCHASI NG TU TI ON UNI TS;

B. ANY RESTRICTIONS ON THE SUBSTI TUTION OF BENEFICIARIES AND ANY
RESTRICTIONS ON THE TRANSFER OF OMERSH P OF TUTION UNITS IN THE
PAYMENT ACCOUNT;

C. THE PERSON OR ENTITY ENTI TLED TO TERM NATE THE PREPAYMENT AGREE-
MENT;

D. THE TERMS AND CONDI TI ONS UNDER VWHI CH THE PREPAYMENT AGREEMENT NAY
BE TERM NATED AND THE AMOUNT OF THE REFUND AND PENALTY, |F ANY, TO VWH CH
THE PERSON OR ENTI TY TERM NATI NG THE AGREEMENT, OR THAT PERSON S OR
ENTI TY' S DESI GNEE, | S ENTI TLED OR RESPONSI BLE FOR, UPON TERM NATI ON:

E. THE OBLI GATI ON OF THE CORPORATI ON TO MAKE PAYMENTS TO A COLLEGE ON
BEHALF OF A BENEFI Cl ARY, BASED UPON THE NUMBER OF UN TS PURCHASED ON
BEHALF OF THE BENEFIClI ARY OR AWARDED TO THE BENEFI Cl ARY PURSUANT TO A
SCHOLARSH P PROGRAM AND RECI TI NG | N ANY PROMOTI ONAL MATERI ALS AND I N THE
PREPAYMENT AGREENMENT, | N AT LEAST SI XTEEN PO NT, BOLD TYPE: "THE BENEFI -
Cl ARY SHALL BE RESPONSI BLE FOR THE PAYMENT OF ALL CHARGES REQUI RED BY
SUCH COLLEGE I N WHI CH THE BENEFI Cl ARY | S ENROLLED | N EXCESS OF THE VALUE
OF UNITS WH CH ARE REDEEMED';

F. THE METHOD BY WHICH TU TI ON UNI TS SHALL BE APPLI ED TONARD PAYMENT
OF TUTIONITF IN ANY ACADEMC TERM THE BENEFICIARY IS A PART-TIME
STUDENT;

G THE METHOD BY WHICH TUI TION UNI TS SHALL BE APPLI ED TOMRD PAYMENT
OF TUTION | F DURI NG ANY ACADEM C TERM A TUI TI ON CHANGE OCCURS;

H THE PERI OCD OF TI ME DURI NG WH CH A BENEFI Cl ARY MAY RECElI VE BENEFI TS
UNDER THE PREPAYMENT AGREEMENT;

I. THE TERMS AND CONDI TIONS UNDER WH CH MONEY MAY BE VWHOLLY OR
PARTI ALLY W THDRAVWN FROM THE PROGRAM | NCLUDI NG, BUT NOT LI M TED TO, ANY
REASONABLE CHARGES AND FEES THAT MAY BE | MPOSED FOR W THDRAWAL ;

J. THE PROBABLE STATE AND FEDERAL TAX CONSEQUENCES ASSCOCIATED W TH
PURCHASI NG AND REDEEM NG UNI TS; AND

K. ALL OTHER RIGHTS AND OBLI GATI ONS OF THE PURCHASER AND THE CORPO-
RATI ON AND ANY OTHER TERMS, CONDI TI ONS, AND PROVI SIONS THE CORPORATI ON
CONSI DERS NECESSARY AND APPROPRI ATE.

2. PREPAYMENT AGREEMENTS SHALL BE SUBJECT TO SECTI ON FOURTEEN- C OF THE
BANKI NG LAW AND THE "TRUTH | N- SAVI NGS" REGULATI ONS PROMULGATED THERE-
UNDER.
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S 696-F. TERM NATI ON OF PREPAYMENT AGREEMENTS; REFUNDS. 1. A PREPAY-
MENT AGREEMENT MAY BE TERM NATED BY THE PURCHASER, THE BENEFI Cl ARY, OR
BY ANY PERSON OR COMBI NATI ON OF PERSONS, AS PROVIDED IN THE PREPAYMENT
AGREEMENT, AND THE CORPORATI ON SHALL | SSUE A REFUND AS PROVIDED IN TH S
SuBDI VI SI ON.

A, UNLESS OITHERWSE PROVIDED FOR |IN THE PREPAYMENT AGREEMENT, A
PREPAYMENT AGREEMENT MAY BE TERM NATED BY THE OWNER UNDER ANY OF THE
FOLLOW NG Cl RCUMSTANCES:

(1) UPON THE DEATH OR PERVANENT DI SABI LI TY OF THE BENEFI Cl ARY,;

(I'l) UPON CERTIFICATION BY THE OWMER OF UNITS UNDER A PREPAYMENT
AGREEMENT, NOT MORE THAN FOUR YEARS PRIOR TO THE EARLIEST REDEMPTI ON
DATE PROVIDED BY THE PREPAYMENT AGREEMENT, THAT THE PRI NCI PAL AND
ACCRUED | NTEREST I N SUCH OMNER S ACCOUNT W LL BE TRANSFERRED TO ANOTHER
PREPAI D TU TI ON PROGRAM OFFERED BY A COLLEGE OR ANOTHER STATE;

(I''l) UPON NOTI FI CATION TO THE BOARD I N WRI TI NG THAT THE BENEFI CI ARY
IS AGE El GHTEEN OR OLDER, AND HAS DECI DED NOT' TO ATTEND A COLLEGE;

(1'V) UPON COWPLETI ON OF THE DEGREE REQUI REMENTS AT A COLLEGE;

(V) UPON A DECI SI ON BY THE BENEFI Cl ARY TO ATTEND A COLLEGE OR UNI VER-
SITY LOCATED OQUTSI DE OF THE STATE; AND

(M) UPON THE OCCURRENCE OF OTHER Cl RCUMSTANCES DETERM NED BY THE
CORPCORATI ON TO BE GROUNDS FOR TERM NATI ON.

B. IN THE CASE OF A TERM NATI ON UNDER SUBPARAGRAPH (1) OF PARAGRAPH A
OF TH' S SUBDI VI SION, THE OAMNER SHALL BE ENTI TLED TO AND RECEI VE THE FULL
VALUE OF UNITS, W THOUT PENALTY, FOR THE YEAR I N WH CH SUCH TERM NATI ON
OCCURS OR SHALL BE ENTI TLED TO SUBSTI TUTE A NEW BENEFI Cl ARY UNDER THE
EXI STI NG PREPAYMENT AGREEMENT.

C. FOR EACH CATEGORY OF TERM NATI ONS UNDER PARAGRAPH A OF THI S SUBDI -
VI SI ON, OTHER THAN UNDER SUBPARAGRAPH (1) OF SUCH PARAGRAPH, THE CORPO-
RATI ON SHALL PRESCRI BE, BY RULE, THE PERCENTAGE OF VALUE OF UNITS, THE
METHOD AND THE SCHEDULE FOR PAYMENT OF REFUNDS UPON TERM NATION OF A
PREPAYMENT AGREEMENT.

D. IF A BENEFI CI ARY | S AWARDED A SCHOLARSHI P OTHER THAN UNDER A SCHOL-
ARSH P PROGRAM ESTABLI SHED UNDER THI S ARTI CLE, A TUI TI ON WAI VER, GRANT,
OR THE LI KE, THAT THE CORPORATI ON DETERM NES CANNOT BE CONVERTED | NTO
MONEY BY THE BENEFI Cl ARY, THE CORPORATI ON SHALL, DURI NG EACH ACADEM C
TERM THAT THE BENEFI CI ARY FURNI SHES THE CORPORATI ON SUCH | NFORVATI ON
ABOUT SUCH SCHOLARSHI P, WAI VER, OR GRANT, AS THE CORPORATI ON REQUI RES,
REFUND TO THE BENEFI Cl ARY, W THOUT PENALTY, AN AMOUNT EQUAL TO THE VALUE
OF THE TU TION UNI TS THAT WOULD HAVE BEEN DI RECTLY PAID TO A COLLEGE | F
THE SCHOLARSHI P, WAI VER, OR GRANT HAD NOT BEEN AVAI LABLE TO THE BENEFI -
Cl ARY FOR THAT PURPCSE.

2. | F A PREPAYMENT AGREEMENT HAS NOT BEEN TERM NATED OR A BENEFI Cl ARY
DESI GNATED | N THE PREPAYMENT AGREEMENT HAS NOT USED TU TION UNI TS WTHI N
THE TIME SPECIFIED IN SUCH AGREEMENT, THE RIGHTS AND PROCEDURES
PRESCRI BED BY THE ABANDONED PROPERTY LAW SHALL APPLY.

3. I'F, I N ANY ACADEM C TERM FOR WHI CH UNI TS HAVE BEEN USED TO PAY ALL
OR PART OF A BENEFICIARY'S TU TI ON, THE BENEFI Cl ARY W THDRAWS FROM A
COLLEGE PRIOR TO THE END OF THE ACADEM C TERM ANY REFUND OF TU TI ON AS
A RESULT O THE W THDRAWAL WHICH | S ATTRI BUTABLE TO THE REDEMPTI ON OF
UNI TS FOR SUCH TERM SHALL BE MADE TO THE CORPORATI ON, UNLESS THE CORPO-
RATI ON DESI GNATES A DI FFERENT PROCEDURE. THE CORPORATI ON SHALL CREDI T
ANY REFUND RECEI VED, LESS ANY REASONABLE CHARGES AND FEES PROVIDED FOR
BY THE CORPORATI ON, TO THE BENEFI Cl ARY' S ACCOUNT.

S 696-G STATE FI NANCI AL AID. OMNERSHI P OF CREDI TS SHALL NOT PENALI ZE
PURCHASERS OR BENEFI CI ARIES IN ANY DETERM NATION OF ELIGBILITY FOR
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STATE FUNDED GENERAL AWARDS, ACADEM C PERFORMANCE AWARDS OR FELLOWSBHI PS,
I NCLUDI NG TUI TI ON ASSI STANCE PROGRAM AWARDS.

S 696-H SCHOLARSH P PROGRAM 1. THE BOARD OF EDUCATI ON OF ANY SCHOCL
DI STRI CT, OR THE GOVERNI NG BOARD OF ANY NONPRCFI T EDUCATI ONAL, RELI d QUS
OR CHARI TABLE ORGANI ZATI ON MAY ESTABLI SH A SCHOLARSH P PROGRAM TO  AWARD
SCHOLARSHI PS CONSI STI NG OF UNI TS PURCHASED PURSUANT TO PREPAYMENT AGREE-
MENTS. ANY SCHOLARSH P PROGRAM ESTABLI SHED UNDER THI S SECTI ON SHALL BE
REG STERED W TH THE CORPORATI ON. THE CORPORATI ON SHALL BE NOTIFIED OF
THE NAME AND ADDRESS OF EACH SCHOLARSHI P BENEFI CI ARY UNDER THE SCHOLAR-
SH P PROGRAM THE NUMBER OF TUI TI ON UNI TS AWARDED, AND THE COLLEGE |IN
VWH CH THE BENEFI CI ARY SHALL BE ENROLLED. SCHOLARSHI P BENEFI Cl ARI ES SHALL
BE SELECTED BY THE GOVERNI NG BODY OF THE ORGANI ZATI ON THAT ESTABLI SHED
THE SCHOLARSHI P PROGRAM | N ACCORDANCE W TH CRI TERI A ESTABLI SHED BY SUCH
GOVERNI NG BODY. IN THE CASE OF A SCHOLARSH P PROGRAM ESTABLI SHED BY A
BOARD OF EDUCATI ON, SCHOLARSHI PS SHALL BE AWARDED ONLY TO STUDENTS
ENRCLLED IN THE SCHOCL DI STRI CT. NO BENEFI CI ARY MAY RECEI VE MORE THAN
THE M NI MUM NUMBER OF UNI TS NECESSARY TO FUND FOUR ACADEM C YEARS AT THE
SELECTED COLLEGE.

2. ANY PERSON OR ENTITY MAY PURCHASE UNI TS ON BEHALF OF A SCHOLARSHI P
PROGRAM ESTABLI SHED UNDER THI S SECTI ON AND REG STERED W TH THE CORPG-
RATI ON AT THE SAME PRI CE AS CHARGED FOR THE PURCHASE OF UNI TS FOR NAMED
BENEFI Cl ARI ES PURSUANT TO THI S ARTI CLE, AS PROVI DED I N SUBDI VI SI ON THREE
OF TH S SECTION. SUCH UNI TS SHALL HAVE THE SAME VALUE TO THE BENEFI Cl ARY
OF A SCHOLARSH P AWARDED PURSUANT TO THI S SECTI ON AS THEY WOULD HAVE TO
ANY OTHER BENEFI CI ARY.

3. IF A SCHOLARSHI P BENEFI CI ARY DOES NOT USE UNITS AWARDED WTH N A
LENGTH OF TIME SPECIFI ED UNDER THE SCHOLARSH P PROGRAM THE GOVERNI NG
BOARD OF THE SCHOLARSH P PROGRAM MAY AWARD THE UNI TS TO ANOTHER BENEFI -
Cl ARY.

S 696-1. ANNUAL ACCOUNTI NG AND ACTUARI AL STUDY. 1. THE CORPORATI ON
SHALL PREPARE, | N CONSULTATION WTH THE COVMPTROLLER, AND CAUSE TO HAVE
AUDI TED AN ANNUAL FI NANCI AL REPORT ON ALL FI NANCI AL ACTIVITY OF THE
TRUST FUND, W THI N NI NETY DAYS OF THE END OF THE FI SCAL YEAR. Bl ENNI AL-
LY, THE CORPCORATI ON SHALL CONTRACT W TH A NATI ONALLY RECOGNI ZED FIRM TO
PERFORM A MANAGEMENT AUDI T OF THE PROGRAM VHI CH SHALL | NCLUDE A COWPLI -
ANCE AUDIT OF THE PROGRAM S COWVPLI ANCE W TH THE " TRUTH- I N- SAVI NGS" REGU-
LATIONS, AS REQUI RED BY SECTI ON SI X HUNDRED NI NETY-SI X-E OF TH S ARTI -
CLE. THE CORPCRATI ON AND THE COWTROLLER SHALL TRANSM T THE AUDI TED
FI NANCI AL REPORT AND THE MANAGEMENT AUDIT, WTH N TH RTY DAYS OF
COVPLETI ON, TO THE GOVERNOR AND TO THE CHAI RPERSON AND RANKI NG M NORI TY
MEMBER OF THE ASSEMBLY WAYS AND MEANS COW TTEE, THE CHAI RPERSON AND
RANKI NG M NORI TY MEMBER OF THE SENATE FI NANCE COW TTEE, AND THE CHAI R-
PERSONS AND RANKING M NCRI TY MEMBERS OF THE ASSEMBLY AND SENATE HI GHER
EDUCATI ON COMM TTEES. COPI ES OF THE AUDI TED FI NANCI AL REPORT AND THE
MANAGEMENT  AUDIT ALSO SHALL BE MADE AVAI LABLE, UPON REQUEST, TO THE
PUBLI C.

2. THE COWTRCLLER OR H'S OR HER LEGALLY AUTHORI ZED REPRESENTATI VE,
FROM TIME TO TI ME MAY EXAM NE THE BOOKS AND ACCOUNTS OF THE CORPCRATI ON
I NCLUDI NG | TS RECEIl PTS, DI SBURSEMENTS, CONTRACTS, ADM NI STRATI VE
EXPENSES AND ANY OTHER MATTERS RELATI NG TO THE FI NANCI AL STANDI NG OF THE
TRUST FUND.

S 696-J. EXEMPTI ON FROM SECURI TY LAWS. PREPAYMENT AGREEMENTS AND UNI TS
ARE EXEMPT FROM ANY STATE STATUTE REGULATI NG SECURI TI ES, | NCLUDI NG ARTI -
CLE TWENTY- THREE OF THE GENERAL BUSI NESS LAW

S 696-K RELI EF FROM ATTACHMENT. THE RI GHT OF A PERSON TO A CREDIT OR
A PAYMENT UNDER THI' S ARTI CLE PURSUANT TO A PREPAYMENT AGREEMENT OR SCHO-
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LARSHI P PROGRAM SHALL NOT BE SUBJECT TO EXECUTI ON, GARNI SHVENT, ATTACH
MENT, THE OPERATI ON OF BANKRUPTCY OR THE | NSOLVENCY LAW5, OR OTHER PROC-
ESS OF LAW

S 3. The state finance |law is anended by adding a new section 78-c to
read as foll ows:

S 78-C. NEW YORK STATE FAM LY TUI TI ON | NVESTMENT PROGRAM TRUST FUND.
A. THERE 1S HEREBY ESTABLI SHED I N THE SOLE CUSTODY OF THE STATE COWP-
TROLLER A SPECI AL FUND TO BE KNOMWN AS THE "NEW YORK STATE FAM LY TU TI ON
| N\VESTMENT PROGRAM TRUST FUND', WHI CH SHALL BE OUTSI DE THE STATE TREAS-
URY. NOTW THSTANDI NG THE PROVI SIONS OF SUBDI VI SI ON ONE OF SECTI ON SI X
HUNDRED NI NETY- SI X- C OF THE EDUCATI ON LAW OR ANY OTHER LAW MONEYS MAY
BE PAID OUT OF SUCH FUND W THOUT AN APPROPRI ATI ON BY LAW ALL PAYMENTS
OF MONEYS FROM SUCH FUND SHALL BE MADE ONLY | N ACCORDANCE W TH THE RULES
AND REGULATI ONS OF THE NEW YORK STATE H GHER EDUCATI ON SERVI CES CORPO-
RATI ON AND THE COWVPTROLLER.

B. THE TRUST FUND SHALL CONSI ST OF A TRUST ACCOUNT AND AN OPERATI NG
ACCOUNT. THE TRUST ACCOUNT SHALL CONSI ST OF MONEYS RECEI VED BY THE NEW
YORK STATE H GHER EDUCATI ON SERVI CES CORPORATI ON PURSUANT TO PREPAYMENT
AGREEMENTS, ALL | NTEREST AND | NVESTMENT | NCOVE EARNED BY THE TRUST FUND,
ADM NI STRATI VE CHARGES AND FEES RECEI VED BY THE PROGRAM AND ALL RECEI PTS
OF THE PROGRAM FROM ANY OTHER SOURCE. UPON CERTI FI CATION OF THE CHAIR-
PERSON OF THE NEW YORK STATE H GHER EDUCATI ON SERVI CES CORPCRATI ON, THE
COWTROLLER SHALL, FROM TIME TO TI ME, TRANSFER MONEYS FROM THE TRUST
ACCOUNT TO THE OPERATI NG ACCOUNT TO BE USED FOR THE | MVEDI ATE PAYNMENT OF
OBLI GATI ONS OF THE NEW YORK STATE H GHER EDUCATI ON SERVI CES CORPCRATI ON
UNDER PREPAYMENT AGREEMENTS, AND THE COST OF ADM NI STERI NG THE NEW YORK
STATE FAM LY TU TI ON | NVESTMENT PROGRAM

C. MONEYS IN THE TRUST FUND SHALL BE KEPT SEPARATE AND SHALL NOT BE
COW NGLED W TH OTHER FUNDS. THE COWVPTROLLER SHALL | NVEST THE MONEYS |IN
THE TRUST FUND, ON BEHALF OF THE NEW YORK STATE H GHER EDUCATI ON
SERVI CES CORPORATI ON, PURSUANT TO THE STANDARDS SET FORTH | N PARAGRAPH
(B) OF SUBDIVISION N NE OF SECTION ONE HUNDRED SEVENTY- SEVEN OF THE
RETI REMENT AND SOCI AL SECURI TY LAW THE COVWPTROLLER MAY ENTER | NTO WRI T-
TEN AGREEMENTS W TH ONE OR MORE FI NANCI AL ORGANI ZATI ONS FOR THE | NVEST-
MENT AND CUSTODY OF TRUST FUNDS. ALL | NVESTMENT FEES AND OTHER COSTS
| NCURRED | N CONNECTI ON W TH THE | NVESTMENT OF THE TRUST FUND MONEYS AND
REASONABLE EXPENSES OF ADM NI STERI NG THE TRUST FUND SHALL BE PAI D FROM
THE ASSETS OF THE FUND.

D. MONEYS IN THE TRUST FUND NOT REQUI RED FOR THE | MVEDI ATE PAYMENT OF
OBLI GATI ONS OF THE NEW YORK STATE H GHER EDUCATI ON SERVI CES CORPCRATI ON
UNDER PREPAYMENT AGREEMENTS AND THE COST OF ADM NI STERI NG THE NEW YORK
STATE FAMLY TU TION PROGRAM MAY BE CONTRACTUALLY LOANED TO THE STATE
UNI VERSI TY OF NEWYORK AND THE CITY UNVERSITY OF NEW YORK TO BE
UTI LI ZED FOR EDUCATI ONAL PURPOSES AS DETAILED W THI N SAI D LOANS. ANY
CONTRACTS ENTERED | NTO BY THE COWTROLLER UNDER THI'S SECTION SHALL
PROVIDE FOR A REPAYMENT SCHEDULE W TH | NTEREST WHI CH ENSURES THE TRUST
FUND S ABILITY TO MEET | TS OBLI GATI ONS UNDER THE NEW YORK STATE FAM LY
TUI TI ON | NVESTMENT PROGRAM THE TOTAL OF ALL AMOUNTS LOANED TO THE STATE
UNI VERSI TY OF NEW YORK AND THE CITY UNI VERSI TY OF NEW YORK SHALL BE I N
THE SAME PROPORTION AS THE PROPORTION OF THE AVERAGE STATE FUNDS
PROVI DED TO EACH SYSTEM DURI NG THE LAST FI VE YEARS.

S 4. This act shall take effect on the first of July next succeeding
the date on which it shall have beconme a | aw



