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Stricken language would be deleted from present law. Underlined language would be added to present law.

State of Arkansas As Engrossed: S3/20/97
81st General Assembly A BI”
Regular Session, 1997 SENATE BILL 707

By: Senator Brown

For An Act To Be Entitled
" ARKANSAS TAX- DEFERRED TUI TI ON SAVI NGS PROGRAM ACT; AND
FOR OTHER PURPOSES. "

Subtitle
" ARKANSAS TAX- DEFERRED TUI TI ON SAVI NGS
PROGRAM ACT. "

BE | T ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF ARKANSAS

SECTION 1. This act shall be known and nmay be cited as the "Arkansas

Tax-Deferred Tuition Savings Program Act of 1997."

SECTION 2. There is hereby created and established a qualified state

tuition program known as the Arkansas Tax-Deferred Tuition Savings Program as

defined in Internal Revenue Code (11 U. S. C. 8 101, et seq.) & 529, as in

effect on January 1, 1997, to be adm nistered by the Arkansas Teachers

Retirenment System It is the intent of the |legislature that those residents

of this state desiring to provide a neans for their famly nmenbers for

attendi ng post-secondary institutions of higher education within or w thout

the State of Arkansas have the greatest degree possible of tax-deferral for

cash contributions and distributions as pernitted under the Internal Revenue
Code.

SECTION 3. Any individual residing in this state may make cash

contributions to an account established under this act for the purpose of

nmeeting the qualified higher educati on expenses of the designated beneficiary

of the account. Contributions causing the bal ance of the account to

i medi ately exceed the remni ning qualified higher educati on expenses of the
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As Engrossed: S3/20/97 SB 707

desi gnat ed beneficiary shall be subject to a penalty equal to five percent

(59 of such excess contributions, payable to the general fund of the state.

SECTION 4. Al funds contributed pursuant to this act shall be held,

i nvested and accounted for by the Arkansas Teachers Retirenent System The

funds shall be segregated fromthe other funds of the Arkansas Teachers

Retirement System but shall be invested in the sane manner as it invests

funds for nenbers of the system The Arkansas Teachers Retirenent System

shall maintain a separate account for each designated beneficiary and shal

account separately at |east annually by January 31, calcul ated as of the end

of the cal endar year, to each contributor for all contributions, earnings,

distributions or other transactions affecting each account of the contributor

No i nterest of any person in any account or portion thereof may be pl edged as

security for a |oan.

SECTION 5. (a) Except as otherwi se provided in this subsection, no

anount shall be included in gross i ncome of a designated beneficiary under

this programor a contributor to such program on behal f of a desi gnated

beneficiary with respect to any contribution, distribution or earnings under

the program Any distribution under the programshall be included in the

gross income of the distributee in the manner substantially simlar to that

provi ded by federal law, to the extent it is not excluded from gross incone

under any other provision of law. The provisions of the preceding sentence

shall not apply to that portion of any distribution which, within sixty (60)

days of such distribution, is transferred to the credit of another designated

beneficiary under this programwho is a nenber of the family of the designated

beneficiary with respect to which the contributi ons were nade.

(b) Any change in the designhated beneficiary under this program shal

not be treated as a distribution if the new desi gnated beneficiary is a nenber

of the fanmily of the old designated beneficiary. |If and to the extent a

contributor receives a refund of earnings froman account that is not used for

the qualified higher educati on expenses of the designhated beneficiary, and is

not refunded due to the death or disability of the designated beneficiary, or

is not made on account of a scholarship or an all owance or paynment descri bed

in 6 135(d)(1)(B) or (C) of the Internal Revenue Code as in effect January 1,

1997, to the extent the anmpunt of such refund does not exceed the ampunt of
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As Engrossed: S3/20/97 SB 707

the said Schol arship, all owance or paynment, said refunded earnings shall be

subject to a penalty equal to ten percent (10% of such refunded earnings.

SECTION 6. The contributor to the account nay designate distributions

to be nmade to the designated beneficiary or to the contributor at such tines

and in such ampbunts as the contributor may elect. If and in the event the

contributor dies while a balance remains in the account of the designated

beneficiary, the designated beneficiary nmay designate distributions to hinself

or herself in such anpbunts and at such tines as he or she may el ect.

SECTION 7. For purposes of this act,

(a) "Designated beneficiary" neans the individual designated at the

commencenent of participation in this programas the beneficiary of ampunts

paid (or to be paid) to the progrant in the case of a change in beneficiaries,

the individual who is the new beneficiary; and in the case of an interest in

this program purchased by a state or |ocal government or an organi zation

described in 11 U . S.C. 6 501(c)(3) as in effect January 1, 1997, and exenpt

fromtaxation under 11 U.S.C. 6 501(a) as in effect on January 1, 1997, as

part of a schol arship program operated by such governnent or organi zation, the

i ndi vi dual receiving such interest as a schol arship.

(b) "Menber of family" has the sane nmeaning given such termin 11

U S.C. 6 2032A(3)(2) as in effect on January 1, 1997.

(c) "Qualified higher education expenses" means tuition, fees, books,

supplies, and equi pment required for the enroll nent or attendance of a

desi gnat ed beneficiary at an eligible educational institution, as defined in

11 U.S.C. 8 130(c)(3), as in effect on January 1, 1997 including, but not

limted to, post-graduate work or degrees.

SECTION 8. An interest in a qualified state tuition program shall not

be treated as debt for purposes of 11 U S . C & 514,

SECTION 9. The Arkansas Teacher Retirenent System in adninistering the

program created by this act, and in investing funds contributed pursuant to

this act, shall use that standard of care described in the Prudent |nvestor

Rul e presently codified as Arkansas Code & 24-3-411. Any person having an

interest in any account and who is damaged by reason of the provable failure
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of the Arkansas Teacher Retirenment Systemto conply with the Prudent | nvestor

Rule may file a claimwi th the Arkansas Cl ai ns Commi ssi on as provided by | aw.

SECTI ON 10. As conpensation for services performed by the Arkansas

Teacher Retirenent Systemin carrying out its duties under this act, said

system shall be entitled to collect an annual fee equal to one percent (1% of

the principal portion of each account being adm nistered (prorated, if need

be, by reason of adninistering a particular account for only a portion of a

year). Said fee may be taken from each such account by the system and

transferred to its general funds or to such other of the systems own accounts

as the systemmy el ect and shall be reported on the annual accounting for

each account required by Section 4. Simlarly, the system may rei nburse

itself for any out of pocket expenses incurred by it in the admnistration of

any individual account, such expense rei mbursenent to be taken directly from

the appropriate account and accounted for as in the case of the fee nenti oned

in the precedi ng sentence.

SECTION 11. Al provisions of this act of a general and permanent
nature are anmendatory to the Arkansas Code of 1987 Annotated and the Arkansas

Code Revi sion Conmission shall incorporate the sanme in the Code.

SECTION 12. If any provision of this act or the application thereof to
any person or circunstance is held invalid, such invalidity shall not affect
ot her provisions or applications of the act which can be given effect w thout
the invalid provision or application, and to this end the provisions of this

act are declared to be severable.
SECTION 13. Al laws and parts of laws in conflict with this act are

her eby repeal ed.

/ s/ Brown
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