SB 536, As Passed Senate, November 27, 2001

SUBSTI TUTE FOR
SENATE BI LL NO. 536

A bill to amend 2000 PA 161, entitled
"M chi gan educati on savi ngs program act, "
by anmendi ng section 7 (MCL 390. 1477).

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 7. (1) Beginning Cctober 1, 2000, education savings
accounts nmay be established under this act.

(2) Any individual may open 1 or nore education savi ngs
accounts to save noney to pay the qualified higher education
expenses of 1 or nore designated beneficiaries.

(3) To open an education savings account, the individual
shall enter into a M chigan education savi ngs program agreenent
with the program manager. The M chi gan educati on savi ngs program
agreenent shall be in the formprescribed by the program nmanager
and approved by the treasurer and contain all of the foll ow ng:
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(a) The name, address, and social security nunber or
enpl oyer identification nunber of the account owner.

(b) A designated beneficiary.

(c) The name, address, and social security nunber of the
desi gnat ed beneficiary.

(d) Any other information that the treasurer or program man-
ager consi ders necessary.

(4) Any individual may nmake contributions to an account.

(5) Contributions to accounts shall only be made in cash, by
check, by noney order, by credit card, or by any simlar nethod
but shall not be property.

(6) An account owner nay withdraw all or part of the bal ance
from an account on 60 days' notice, or a shorter period as autho-
rized in the M chigan educati on savings program agreenent.

(7) Distributions froman account shall be used to pay for
qual i fied higher education expenses incurred after the account is
established and only in any of the follow ng circunstances:

(a) The distribution is made directly to an eligible educa-
tion institution.

(b) The distribution is made in the formof a check payabl e
to both the designated beneficiary and the eligible educational
i nstitution.

(c) The distribution is made after the designated benefi -
ciary submts docunentation to show that the distribution is a
rei mbursenent for qualified higher education expenses that the
desi gnated beneficiary has already paid and the program has a
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process for reviewing the validity of the docunentation prior to
the distribution

(d) All of the follow ng apply:

(i) The designated beneficiary certifies prior to the dis-
tribution that the distribution will be expended for his or her
qual i fied higher education expenses wthin a reasonable tine
after the distribution is made.

(ii)) The programrequires the designated beneficiary to pro-
vi de docunment ati on of paynment of qualified higher education
expenses within 30 days after making the distribution and has a
process for review ng the docunentation.

(iii) The program retains an account bal ance that is |arge
enough to collect any penalty owed on the distribution if valid
docunentation is not produced.

(8) —+f—=a— FOR DI STRI BUTI ONS MADE BEFCRE JANUARY 1, 2002, IF
THE distribution —that— is not a qualified withdrawal, —+s—fade—
t he program manager shall w thhold an anmount equal to 10% of the
di stribution anbunt as a penalty and pay that anount to the
departnent for deposit into the general fund. The penalty under
this subsection may be increased or decreased if the treasurer
and the program manager determne that it is necessary to
i ncrease or decrease the penalty to constitute a greater than de
mnims penalty for purposes of qualifying under section 529 of
the internal revenue code. NO PENALTY SHALL BE | MPOSED UNDER
THI 'S ACT FOR DI STRI BUTI ONS THAT ARE NOT QUALI FI ED DI STRI BUTI ONS
MADE AFTER DECEMBER 31, 2001
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1 (9) The program shall provide separate accounting for each
2 desi gnated beneficiary.
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