8 695-e. Programrequirements; famly tuition account. 1. Famly
tuition accounts established pursuant to the provisions of this article
shall be governed by the provisions of this section.

2. Afamly tuition account may be opened by any person who desires to
save noney for the paynment of the qualified higher educati on expenses of
t he desi gnated beneficiary. An account owner nmy desi gnate anot her
person as successor owner of the account in the event of the death of
the original account owner. Such person who opens an account or any
successor owner shall be considered the account owner as defined in
section six hundred ninety-five-b of this article.

a. An application for such account shall be in the form prescribed by
the program and contain the foll ow ng:

(i) the nane, address and social security nunber, enployer
i dentification nunber, or individual taxpayer identification nunber of
t he account owner unless a famly tuition account that was in effect
prior to the effective date of the chapter of the | aws of two thousand
ni net een that anended this subparagraph does not allow for a taxpayer
identification nunber, in which case a taxpayer identification nunber
shall be all owed upon the expiration of the contract;

(ii1) the designation of a designated beneficiary;

(iii) the nane, address, and social security nunber, enployer
i dentification nunber, or individual taxpayer identification nunber of
t he designated beneficiary, unless a famly tuition account that was in
effect prior to the effective date of the chapter of the |laws of two
t housand ni neteen that anended this subparagraph does not allow for a
t axpayer identification nunber, in which case a taxpayer identification
nunber shall be allowed upon the expiration of the contract; and

(iv) such other information as the program may require.

b. The conptroller and the corporation nmay establish a nom nal fee for
such application.

3. Any person, including the account owner, may make contributions to
the account after the account is opened.



4. Contributions to accounts rmay be made in cash or nay be deposited
by a taxpayer who has elected to contribute all or a portion of a refund
of personal incone tax to an account that has been established under
this article.

a. Taxpayer contributions shall be nmade by direct deposit to the
desi gnat ed account. The anpunt el ected to be contributed by the taxpayer
nmust be at | east twenty-five dollars and nmay be applied as a
contribution only for the tax year in which the refund is issued.

b. The el ection shall be made on a form prescribed by the departnent
of taxation and finance and filed with the taxpayer's tax return for the
tax year or at such other tine and in such other manner as the
departnment may prescribe. The departnent shall prescribe the maxi mum
nunber of accounts to which a taxpayer nmay elect to contribute a portion
of the refund.

c. The election to contribute all or a portion of a refund shall not
be revocabl e.

d. All or a portion of a refund nay not be contributed to an account
t hat has been established under this article if the anount of the
taxpayer's el ected refund for such tax year is reduced by any ot her
sections of the tax law to the anount |ess than the m ni num anmount of
contribution authorized under this section.

5. An account owner may withdraw all or part of the balance from an
account on sixty days notice or such shorter period as may be authorized
under rul es governing the program Such rules shall include provisions
that will generally enable the determ nation as to whether a w thdrawal
is a nonqualified withdrawal or a qualified w thdrawal.

6. a. An account owner may change the designated beneficiary of an
account to an individual who is a nenber of the famly of the prior
desi gnat ed beneficiary in accordance with procedures established by the
menor andum of under st andi ng pursuant to the provisions of section six
hundred ninety-five-c of this article.



b. An account owner nay transfer all or a portion of an account to
another famly tuition account, the subsequent designated beneficiary of
which is a nenber of the famly as defined in section 529 of the
I nternal Revenue Code of 1986, as anended.

c. Changes in designated beneficiaries and transfers under this
subdi vi sion shall not be permtted to the extent that they woul d cause
all accounts for the sane beneficiary to exceed the permtted aggregate
maxi mum account bal ance.

7. The program shall provide separate accounting for each desi gnated
beneficiary.

8. No account owner or designated beneficiary of any account shall be
permtted to direct the investnment of any contributions to an account or
the earnings thereon nore than two tines in any cal endar year.

9. Neither an account owner nor a designated beneficiary may use an
interest in an account as security for a | oan. Any pl edge of an interest
in an account shall be of no force and effect.

10. The conptroller shall pronmulgate rules or regulations to prevent
contributions on behalf of a designated beneficiary in excess of an
anount that woul d cause the aggregate account bal ance for all accounts
for a designated beneficiary to exceed a nmaxi nrum account bal ance, as
established fromtine to tinme by the conptroller and the corporation on
t he basis of higher education costs in the state, with adequate
saf eguards to prevent nore contributions than necessary to provide for
the qualified higher education costs of the beneficiary, as required to
mai ntain the programas a "qualified tuition progranf under section 529
of the Internal Revenue Code of 1986, as amended.

11. a. If there is any distribution froman account to any i ndividual
or for the benefit of any individual during a cal endar year, such
distribution shall be reported to the Internal Revenue Service and the
account owner, the designated beneficiary, or the distributee to the



extent required by federal |aw or regul ation.

b. Statenments shall be provided to each account owner at |east once
each year within sixty days after the end of the twelve nonth period to
which they relate. The statenent shall identify the contributions nade
during a preceding twelve nonth period, the total contributions nade to
t he account through the end of the period, the value of the account at
the end of such period, distributions made during such period and any
other information that the conptroller shall require to be reported to
t he account owner.

c. Statenents and information relating to accounts shall be prepared
and filed to the extent required by federal and state tax |aw.

12. a. A local governnment or organization described in section
501(c)(3) of the Internal Revenue Code of 1986, as anended, nay open and
becone the account owner of an account to fund schol arshi ps for persons
whose identity will be determ ned upon di sbursenent.

b. In the case of any account opened pursuant to paragraph a of this
subdi vi sion the requirenent set forth in subdivision two of this section
that a designated beneficiary be designated when an account is opened
shall not apply and each individual who receives an interest in such
account as a scholarship shall be treated as a designhated beneficiary
Wi th respect to such interest.

13. An annual fee may be inposed upon the account owner for the
mai nt enance of the account.

14. The program shall disclose the following information in witing to
each account owner and prospective account owner of a famly tuition
account:

a. the terns and conditions for purchasing a fam |y tuition account;

b. any restrictions on the substitution of beneficiaries;



c. the person or entity entitled to termnate the tuition savings
agr eenent ;

d. the period of tinme during which a beneficiary nmay receive benefits
under the tuition savings agreenent;

e. the terns and conditions under which noney may be whol |y or
partially withdrawmn fromthe program including, but not limted to, any
reasonabl e charges and fees that nay be inposed for w thdrawal;

f. the probable tax consequences associated with contributions to and
di stributions fromaccounts; and

g. all other rights and obligations pursuant to tuition savings
agreenents, and any other termnms, conditions, and provisions deened
necessary and appropriate by the ternms of the nmenorandum of
under st andi ng entered into pursuant to section six hundred ninety-five-c
of this article.

15. Tuition savings agreenents shall be subject to section fourteen-c
of the banking law and the "truth-in-savings" regul ati ons pronul gat ed
t her eunder.

16. Nothing in this article or in any tuition savings agreenent
entered into pursuant to this article shall be construed as a guarantee
by the state or any college that a beneficiary will be admtted to a
col l ege, or, upon admi ssion to a college will be permtted to continue
to attend or will receive a degree froma coll ege.



