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AN ACT

Amending title 15, chapter 14, Arizona Revised Statutes, by adding article
7; amending section 43-1022, Arizona Revised Statutes; relating to a college
savings plan.

Be it enacted by the Legislature of the State of Arizona:1
Section|1.||Title 15, chapter 14, Arizona Revised Statutes, is amended2

by adding article 7, to read:3
article 7.||college savings plan4

15-1871.||Definitions5
In this article, unless the context otherwise requires:6
1.||"Account" means an individual trust account or savings account7

established as prescribed in this article.8
2.||"Account Owner" means the person designated at the time an Account9

is opened as having the right to withdraw monies from the Account before the10
Account is disbursed to or for the benefit of the Designated Beneficiary.11

3.||"Commission" means the Commission for Postsecondary Education12
established by section 15-1851.13

4.||"Committee" means the family college Savings Program Oversight14
Committee.15

5.||"Designated Beneficiary", except as provided in section 15-1875,16
subsections U and V, means, with respect to an Account, the person designated17
at the time the Account is opened as the person whose higher education18
expenses are expected to be paid from the Account or, if this designated19
beneficiary is replaced in accordance with section 15-1875, subsections E,20
F and G, the replacement beneficiary.21

6.||"Financial institution" means any bank, commercial bank, national22
bank, savings bank, savings and loan association, credit union, an insurance23



S.B. 1055

- 2 -

company, brokerage firm or other similar entity that is authorized to do1
business in this state.2

7.||"Higher Education Institution" means any of the following:3
(a)||An institution described in the higher education act of 1965 (P.L.4

89-329; 79 stat. 1219; 20 United States Code sections 1001 through 1150).5
(b)||An area vocational educational school as defined in section6

521(3), subparagraph (C) or (D) of the Carl D. Perkins Vocational Education7
Act (P.L. 98-524; 98 stat. 2435; 20 United States Code sections 2301 through8
2471).9

(c)||An institution licensed by the state board for private10
postsecondary education.11

8.||"Member of the family" means either of the following:12
(a)||An ancestor of a person.13
(b)||The spouse of a person.14
(c)||A lineal descendant, including a legally adopted child, of a15

person, of a person’s spouse or of a parent of a person.16
(d)||The spouse of any lineal descendant described in subdivision (c)17

of this paragraph.18
9.||"Nonqualified withdrawal" means a withdrawal from an Account other19

than one of the following:20
(a)||a Qualified Withdrawal,21
(b)||a withdrawal made as the result of the death or disability of the22

Designated Beneficiary of an Account,23
(c)||Withdrawal that is made on the account of a scholarship, or the24

allowance or payment described in Section 135(d)(1)(B) or (c) of the Internal25
Revenue Code, and that is received by the Designated Beneficiary, but only26
to the extent of the amount of this scholarship, allowance or payment.27

(d)||a rollover or change of Designated Beneficiary.28
10.||"Program" means the Family College Savings Program established29

under this Article.30
11.||"Qualified higher education expenses" means tuition, fees, books,31

supplies and equipment required for enrollment or attendance of a designated32
beneficiary at a Higher Education Institution.33

12.||"Qualified Withdrawal" means a withdrawal from an Account to pay34
the Qualified Higher Education Expenses of the Designated Beneficiary of the35
Account, but only if the withdrawal is made in accordance with this article.36

15-1872.||Family college savings program oversight committee;37
membership; powers and duties38

A.||The Family College Savings Program Oversight Committee is39
established in the Commission for Postsecondary Education.  The committee40
consists of the following members:41

1.||The Director of the Department of Insurance or the Director’s42
designee.43
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2.||The Director of the Department of Banking or the Director’s1
designee.2

3.||The State Treasurer or the State Treasurer’s designee.3
4.||The Director of the Securities Division of the Arizona Corporation4

Commission or the Director’s designee.5
5.||The President of the Arizona Board of Regents or the President’s6

designee.7
6.||The Executive Director of the State Board of Directors for8

Community Colleges or the Executive Director’s designee.9
7.||The chairperson of the State Board for Private Postsecondary10

Education or the Chairperson's designee.11
8.||Three members of the general public, each of whom possesses12

knowledge, skill and experience in accounting, risk management or investment13
management or as an actuary.  The Governor shall appoint these members to14
serve staggered four year terms pursuant to Section 38-211.  The initial15
members appointed pursuant to this paragraph shall assign themselves by lot16
to serve two, three and four year terms.  All subsequent members appointed17
pursuant to this paragraph serve four year terms.  The chairperson shall18
notify the governor’s office on appointments of these terms.19

B.||The Commission shall select a chairperson and a vice-chairperson20
from among the Committee’s membership.  A majority of the membership21
constitutes a quorum for the transaction of business.  The Committee shall22
meet at least once each calendar quarter.  The chairperson may call23
additional meetings.24

C.||Members of the Family College Savings Program Oversight Committee25
appointed pursuant to subsection A, paragraph 8 of this section are eligible26
to receive compensation as determined pursuant to Section 38-611 for each day27
of attendance at Committee meetings, except that the compensation of any28
member shall not exceed five hundred dollars in any year.  The commission29
shall pay compensation pursuant to this subsection from monies of the30
Commission.31

D.||The Committee shall recommend financial institutions for approval32
by the Commission to act as the depositories and managers of Family College33
Savings Accounts pursuant to section 15-1874.34

E.||The Committee may submit proposed rules to the Commission to assist35
in the implementation and administration of this article.36

F.||Members of the Committee are immune from personal liability with37
respect to all actions that are taken in good faith and within the scope of38
the Committee’s authority.39

15-1873.||Commission for postsecondary education; family college40
savings program; powers and duties41

The Commission shall:42
1.||Develop and implement the Program in a manner consistent with this43

Article through the adoption of rules, guidelines and procedures.44
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2.||retain professional services, if necessary, including Accountants,1
auditors, Consultants and other experts.2

3.||Seek rulings and other guidance from the United States Department3
of the Treasury and the Internal Revenue Service relating to the Program.4

4.||Make changes to the Program required for the participants in the5
Program to obtain the Federal income tax benefits or treatment provided by6
section 529 of the Internal Revenue Code of 1986.7

5.||Interpret, in rules, policies, guidelines and procedures, the8
provisions of this Article broadly in light of its purpose and objectives.9

6.||charge, impose and collect administrative fees and service charges10
in connection with any agreement, contract or transaction relating to the11
Program.12

7.||select the Financial Institution or Institutions to act as the13
depository and manager of the Program in accordance with this article.14

15-1874.||Use of contractor as account depository and manager15
A.||The Commission shall implement the Program through the use of one16

or more Financial Institutions to act as the depositories and managers.17
Under the Program, persons may establish Accounts through the Program at the18
depository.19

B.||The Committee shall solicit proposals from Financial Institutions20
to act as the depositories and managers of the Program.  Financial21
Institutions that submit proposals must describe the financial instruments22
that will be held in Accounts.23

C.||On the recommendation of the Committee, the commission shall select24
as Program depositories and managers the Financial Institution or25
Institutions from among bidding Financial Institutions that demonstrate the26
most advantageous combination, both to potential Program participants and27
this State, of the following factors:28

1.||financial stability and integrity.29
2.||the safety of the investment instruments being offered, taking into30

account any insurance provided with respect to these instruments.31
3.||the ability of the investment instruments to track estimated costs32

of higher education as calculated by the Commission and provided by the33
Financial Institution to the Account Holder.34

4.||the ability of the Financial Institutions, directly or through a35
subcontract, to satisfy record keeping and reporting requirements.36

5.||the Financial Institution’s plan for promoting the Program and the37
investment it is willing to make to promote the Program.38

6.||the fees, if any, proposed to be charged to persons for maintaining39
Accounts.40

7.||The minimum initial deposit and minimum contributions that the41
Financial Institution will require and the willingness of the financial42
Institution to accept contributions through payroll deduction plans and other43
deposit plans.44
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8.||any other benefits to this State or its residents included in the1
proposal, including an account opening fee payable to the Commission by the2
Account Owner and an additional fee from the Financial Institution for3
statewide Program marketing by the Commission.4

D.||The Commission shall enter into a contract with a Financial5
Institution, or except as provided in subsection E of this section, contracts6
with Financial Institutions, to serve as Program managers and depositories.7

E.||The Commission may select more than one Financial Institution and8
investment for the Program if both of the following conditions exist: 9

1.||The United States internal revenue service has provided guidance10
that giving a contributor a choice of two investment instruments under a11
state plan will not cause the plan to fail to qualify for favorable tax12
treatment under Section 529 of the Internal Revenue Code.13

2.||the Commission concludes that the choice of instrument vehicles is14
in the best interest of college savers and will not interfere with the15
promotion of the Program.16

F.||A Program manager shall:17
1.||Take all action required to keep the Program in compliance with the18

requirements of this article and all action not contrary to this Article or19
its contract to manage the Program so that it is treated as a qualified State20
tuition plan under Section 529 of the Internal Revenue Code.21

2.||Keep adequate records of each Account, keep each Account segregated22
from each other Account and provide the Commission with the information23
necessary to prepare statements required by section 15-1875, subsections R,24
S and T or file these statements on behalf of the Commission.25

3.||Compile and total information contained in statements required to26
be prepared under section 15-1875, subsections R, S and T and provide these27
compilations to the Commission.28

4.||If there is more than one Program manager, provide the Commission29
with this information to assist the Commission to determine compliance with30
section 15-1875, subsection Q.31

5.||Provide representatives of the commission, including other32
contractors or other State agencies, access to the books and records of the33
Program manager to the extent needed to determine compliance with the34
contract.35

6.||Hold all accounts in trust for the benefit of this State and the36
Account Owner. 37

G.||Any contract executed between the commission and a financial38
institution pursuant to this section shall be for a term of at least three39
years and not more than seven years.40

H.||If a contract executed between the commission and a financial41
institution pursuant to this section is not renewed, all of the following42
conditions apply at the end of the term of the nonrenewed contract:43
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1.||Accounts previously established and held in investment instruments1
at the Financial Institution shall not be terminated.2

2.||Additional contributions may be made to the Accounts.3
3.||No new Accounts may be placed with that Financial Institution.4
I.||The Commission may terminate a contract with a Financial5

Institution at any time for good cause on the recommendation of the6
Committee.  If a contract is terminated pursuant to this subsection, the7
Commission shall take custody of Accounts held at that Financial Institution8
and shall seek to promptly transfer the Accounts to another Financial9
Institution that is selected as a Program manager and into investment10
instruments as similar to the original investments as possible.11

15-1875.||Program requirements12
A.||The Program shall be operated through the use of Accounts.  An13

Account may be opened by any person who desires to save to pay the Qualified14
Higher Education Expenses of a person by satisfying each of the following15
requirements:16

1.||completing an application in the form prescribed by the Commission.17
The application shall include the following information:18

(a)||the name, address and Social Security number or Employer19
Identification Number of the contributor.20

(b)||the name, address and Social Security number of the Account Owner21
if the account owner is not the contributor.22

(c)||the name, address and Social Security number of the Designated23
Beneficiary.24

(d)||the certification relating to no excess contributions required by25
subsection Q.26

(e)||Any other information that the Commission may require.27
2.||paying the one-time application fee established by the Commission.28
3.||making the minimum contribution required by the Commission or by29

opening an account.30
4.||designating the type of account to be opened if more than one type31

of account is offered. 32
B.||Any person may make contributions to an Account after the Account33

is opened.34
C.||Contributions to Accounts may be made only in cash.35
D.||Account Owners may withdraw all or part of the balance from an36

Account on sixty days’ notice, or a shorter period as may be authorized by37
the Commission, under rules prescribed by the Commission.  These rules shall38
include provisions that will generally enable the Commission or Program39
manager to determine if a withdrawal is a Nonqualified Withdrawal or a40
Qualified Withdrawal.  The rules may, but need not, require one or more of41
the following:42
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1.||Account Owners seeking to make a Qualified Withdrawal or other1
withdrawal that is not a Nonqualified Withdrawal shall provide2
certifications, copies of bills for Qualified Higher Education Expenses or3
other supporting material.4

2.||Qualified Withdrawals from an Account shall be made only by a check5
payable jointly to the Designated Beneficiary and a Higher Education6
Institution.7

3.||Withdrawals not meeting certain requirements shall be treated as8
Nonqualified Withdrawals by the Program manager, and if these withdrawals are9
not Nonqualified Withdrawals, the Account Owner must seek refunds of10
penalties directly from the Commission.11

E.||An Account Owner may change the Designated Beneficiary of an12
Account to an individual who is a member of the family of the former13
Designated Beneficiary in accordance with procedures established by the14
Commission.15

F.||on the direction of an Account Owner, all or a portion of an16
Account may be transferred to another Account of which the Designated17
Beneficiary is a member of the family of the Designated Beneficiary of the18
transferee Account.19

G.||Changes in Designated Beneficiaries and rollovers under this20
section are not permitted if the changes or rollovers would violate either21
of the following:22

1.||Subsection Q, relating to excess contributions.23
2.||Subsection N, relating to investment choice.24
H.||In the case of any Nonqualified Withdrawal from an Account, an25

amount equal to ten per cent of the portion of the proposed withdrawal that26
would constitute income as determined in accordance with Section 529 of the27
Internal Revenue Code shall be withheld as a penalty and paid to the28
Commission for use in operating and marketing the Program and for state29
student financial aid.30

I.||The commission, by rule, shall increase the percentage of the31
penalty prescribed in subsection H or change the basis of this penalty if the32
Commission determines that the amount of the penalty must be increased to33
constitute a penalty that is more than a de minimis penalty for purposes of34
qualifying the Program as a qualified State tuition program under Section 52935
of the Internal Revenue Code.36

J.||The Commission may decrease the percentage of the penalty37
prescribed in subsection H if it determines that both of the following38
conditions exist:39

1.||The penalty is greater than is required to constitute a penalty40
that is more than a de minimis penalty for purposes of qualifying the Program41
as a qualified State tuition program under Section 529 of the Internal42
Revenue Code.43
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2.||The penalty, when combined with other revenue generated under this1
Article, is producing more revenue than is required to cover the costs of2
operating and marketing the Program and to recover any costs not previously3
recovered.4

K.||If an Account Owner makes a Nonqualified Withdrawal and no penalty5
amount is withheld pursuant to subsection H or the amount withheld was less6
than the amount required to be withheld under that subsection for7
Nonqualified Withdrawals, the Account Owner shall pay the unpaid portion of8
the penalty to the Commission on or before April 15 of the following tax9
year.10

L.||Each Account shall be maintained separately from each other Account11
under the Program.12

M.||Separate records and accounting shall be maintained for each13
Account for each Designated Beneficiary.14

N.||No contributor to, account Owner of or Designated Beneficiary of15
any Account may direct the investment of any contributions to an Account or16
the earnings from the account.17

O.||If the Commission terminates the authority of a Financial18
Institution to hold Accounts and Accounts must be moved from that Financial19
Institution to another Financial Institution, the Commission shall select the20
Financial Institution and type of investment to which the balance of the21
Account is moved unless the Internal Revenue Service provides guidance22
stating that allowing the Account Owner to select among several Financial23
Institutions that are then Contractors would not cause a plan to cease to be24
a qualified State tuition plan.25

P.||Neither an Account Owner nor a Designated Beneficiary may use an26
interest in an Account as security for a loan.  Any pledge of an interest in27
an Account is of no force and effect.28

Q.||On the recommendation of the Committee, The Commission shall adopt29
rules to prevent contributions on behalf of a Designated Beneficiary in30
excess of those necessary to pay the Qualified Higher Education Expenses of31
the Designated Beneficiaries.  The rules shall address the following:32

1.||procedures for aggregating the total balances of multiple Accounts33
established for a Designated Beneficiary.34

2.||The establishment of a maximum total balance that may be held in35
Accounts for a Designated Beneficiary.36

3.||requirements that persons who contribute to an Account certify that37
to the best of their knowledge the balance in all qualified state tuition38
programs, as defined in Section 529 of the Internal Revenue Code, of which39
the Designated Beneficiary is the Designated Beneficiary does not exceed the40
lesser of:41

(a)||a maximum college savings amount established by the Commission42
from  time to time.43
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(b)||The cost in current dollars of qualified higher education expenses1
that the contributor reasonably anticipates the designated beneficiary will2
incur.3

4.||Requirements that any excess balances with respect to a designated4
beneficiary be promptly withdrawn in a nonqualified withdrawal or rolled over5
to another account in accordance with this section.6

R.||If there is any distribution from an account to any person or for7
the benefit of any person during a calendar year, the distribution shall be8
reported to the internal revenue service and the account owner or the9
designated Beneficiary to the extent required by Federal law.10

S.||The financial institution shall provide statements to each account11
owner at least once each year within thirty-one days after the twelve month12
period to which they relate.  The statement shall identify the contributions13
made during a preceding twelve month period, the total contributions made14
through the end of the period, the value of the account as of the end of this15
period, distributions made during this period and any other matters that the16
commission requires be reported to the account owner.17

T.||Statements and information returns relating to accounts shall be18
prepared and filed to the extent required by federal or state tax law.19

U.||A state or local government or organizations described in section20
501(c)(3) of the internal revenue code may open and become the account owner21
of an account to fund scholarships for persons whose identity will be22
determined after an account is opened.23

V.||In the case of any account described in subsection U, the24
requirement that a designated beneficiary be designated when an account is25
opened does not apply and each person who receives an interest in the account26
as a scholarship shall be treated as a designated beneficiary with respect27
to the interest.28

15-1876.||Higher education expenses; exemption from income29
Notwithstanding any other law, the amount of any distribution to a30

designated beneficiary, as defined in Section 529(e)(1) of the internal31
revenue code, from an individual trust account or savings account established32
under this article is exempt from taxation under title 43 but only to the33
extent that this income is used to pay qualified higher education expenses34
of the designated beneficiary.35

15-1877.||Scholarships and financial aid provisions36
A.||Any student loan program, student grant program or other financial37

assistance program established or administered by this State shall treat the38
balance in an Account of which the student is a Designated Beneficiary as if39
it were an asset of the parent of the Designated Beneficiary and not as a40
scholarship or grant or as an asset of the student for determining a41
student’s or parent’s income, assets or financial need.42
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B.||Subsection A applies to any financial assistance program1
administered by a state supported college or university.2

C.||Subsections A and B do not apply if any of the following conditions3
exist:4

1.||Federal law requires all or a portion of the amount in an Account5
to be taken into account in a different manner.6

2.||Federal benefits could be lost if all or a portion of the amount7
in an Account is not taken into account in a different manner.8

3.||A specific grant establishing a financial assistance program9
requires that all or a portion of the amount in an Account be taken into10
account.11

15-1878.||Limitations of article12
A.||Nothing in this article shall be construed to:13
1.||Give any Designated Beneficiary any rights or legal interest with14

respect to an account unless the designated beneficiary is the account owner.15
2.||Guarantee that a designated beneficiary will be admitted to a16

Higher Education Institution or be allowed to continue enrollment at or17
graduate from a Higher Education Institution located in this state after18
admission.19

3.||Establish state residency for a person merely because the person20
is a Designated Beneficiary.21

4.||guarantee that amounts saved pursuant to the Program will be22
sufficient to cover the Qualified Higher Education Expenses of a Designated23
Beneficiary.24

B.||Nothing in this article establishes any obligation of this State25
or any agency or instrumentality of this State to guarantee for the benefit26
of any Account Owner, contributor to an Account or Designated Beneficiary any27
of the following:28

1.||the return of any amounts contributed to an Account.29
2.||the rate of interest or other return on any Account.30
3.||the payment of interest or other return on any Account.31
4.||Tuition rates or the cost of related higher education expenditures.32
C.||Under rules adopted by the Commission, every contract, application,33

deposit slip or other similar document that may be used in connection with34
a contribution to an Account shall clearly indicate that the Account is not35
insured by this State and neither the principal deposited nor the investment36
return is guaranteed by this State.37

15-1879.||Annual report38
The Commission shall submit an annual report to the Speaker of the39

House of Representatives, the President of the Senate and the Governor by40
February 1 that summarizes the commission’s findings and recommendations41
concerning the program established by this article.42

Sec.|2.||Section 43-1022, Arizona Revised Statutes, is amended to read:43
43-1022.||Subtractions from Arizona gross income44
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In computing Arizona adjusted gross income, the following amounts shall1
be subtracted from Arizona gross income:2

1.||The amount of exemptions allowed by section 43-1023.3
2.||Benefits, annuities and pensions in an amount totalling not more4

than two thousand five hundred dollars received from one or more of the5
following:6

(a)||The United States government service retirement and disability7
fund, retired or retainer pay of the uniformed services of the United States,8
the United States foreign service retirement and disability system and any9
other retirement system or plan established by federal law.10

(b)||The state retirement system, the state retirement plan, the11
corrections officer retirement plan, the public safety personnel retirement12
system, the elected officials’ retirement plan, an optional retirement13
program established by the Arizona board of regents under section 15-1628 or14
a retirement plan established for employees of a county, city or town in this15
state.16

3.||A beneficiary’s share of trust or estate income recognized pursuant17
to the internal revenue code.18

4.||The amount of any distributions from an individual retirement19
account as provided for in section 408 of the internal revenue code or from20
a qualified retirement plan of a self-employed individual as provided for in21
section 401 of the internal revenue code to the extent that total adjustments22
made pursuant to this paragraph in all tax years do not exceed the total of23
all contributions made by the taxpayer to such plans prior to December 31,24
1975, which were included in computing Arizona taxable income.25

5.||The amount of income on an installment receivable which is26
recognized pursuant to the internal revenue code and which has already been27
recognized on the death of the taxpayer for purposes of this title for tax28
years ending before January 1, 1990.29

6.||Interest income received on obligations of the United States, less30
any interest on indebtedness, or other related expenses, and deducted in31
arriving at Arizona gross income, which were incurred or continued to32
purchase or carry such obligations.33

7.||The amount of any income tax refunds which were received from34
states other than Arizona and which were included as income in computing35
federal adjusted gross income.36

8.||Annuity income included in federal adjusted gross income pursuant37
to section 72 of the internal revenue code if the first payment with respect38
to such annuity was received prior to December 31, 1978.39

9.||The excess of a partner’s share of income required to be included40
under section 702(a)(8) of the internal revenue code over the income required41
to be included under chapter 14, article 2 of this title.42
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10.||The excess of a partner’s share of partnership losses determined1
pursuant to chapter 14, article 2 of this title over the losses allowable2
under section 702(a)(8) of the internal revenue code.3

11.||The amount by which the adjusted basis of property described in4
this paragraph and computed pursuant to this title and the income tax act of5
1954, as amended, exceeds the adjusted basis of such property computed6
pursuant to the internal revenue code.  This paragraph shall apply to all7
property which is held for the production of income and which is sold or8
otherwise disposed of during the taxable year other than depreciable property9
used in a trade or business.10

12.||The amount allowed by section 43-1024 for amortization, by a11
qualified defense contractor certified by the department of commerce under12
section 41-1508, of a capital investment for private commercial activities.13

13.||The amount of gain included in federal adjusted gross income on the14
sale or other disposition of a capital investment that a qualified defense15
contractor has elected to amortize pursuant to section 43-1024.16

14.||The amount allowed by section 43-1025 for contributions during the17
taxable year of agricultural crops to charitable organizations.18

15.||The amount of prizes or winnings less than five thousand dollars19
in a single taxable year from any of the state lotteries established and20
operated pursuant to title 5, chapter 5, article 1, except that all such21
winnings before March 22, 1983, including periodic distributions from such22
winnings made after March 22, 1983, may be subtracted.23

16.||The amount of exploration expenses determined pursuant to section24
617 of the internal revenue code which have been deferred in a taxable year25
ending before January 1, 1990 and for which a subtraction has not previously26
been made.  The subtraction shall be made on a ratable basis as the units of27
produced ores or minerals discovered or explored as a result of this28
exploration are sold.29

17.||The amount included in federal adjusted gross income pursuant to30
section 86 of the internal revenue code, relating to taxation of social31
security and railroad retirement benefits.32

18.||To the extent not already excluded from Arizona gross income under33
section 112 of the internal revenue code, compensation received for active34
service as a member of the armed forces of the United States for any month35
during any part of which the member served in a combat zone as determined36
under section 112 of the internal revenue code or in an area given the same37
treatment as a combat zone for purposes of section 112 of the internal38
revenue code.39

19.||The amount of nonreimbursed medical and hospital costs, adoption40
counseling, legal and agency fees and other nonrecurring costs of adoption41
not to exceed three thousand dollars.  In the case of a husband and wife who42
file separate returns, the subtraction may be taken by either taxpayer or may43
be divided between them, but the total subtractions allowed both husband and44
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wife shall not exceed three thousand dollars.  The subtraction under this1
paragraph may be taken for the costs described in this paragraph that are2
incurred in prior years, but the subtraction may be taken only in the year3
during which the final adoption order is granted.4

20.||The amount authorized by section 43-1026 for the taxable year for5
purchases of, and equipment relating to, alternative fuel vehicles.6

21.||The amount authorized by section 43-1027 for the taxable year for7
purchases of, and nonoptional equipment directly related to the operation of,8
qualified wood stoves, wood fireplaces or gas fired fireplaces.9

22.||With respect to an individual medical savings account established10
pursuant to section 43-1028:11

(a)||The account holder may subtract:12
(i)||The amount of contributions made by the taxpayer’s employer during13

the taxable year to the taxpayer’s individual medical savings account14
pursuant to section 43-1028 to the extent that the employer contributions are15
included in the taxpayer’s federal adjusted gross income.16

(ii)||The amount deposited by the taxpayer in the account during the17
taxable year.18

(b)||The account holder’s employer may subtract the amount of19
contributions made by the employer to an individual medical savings account20
established on the employee’s behalf to the extent that the contributions are21
not deductible under the internal revenue code. 22

23.||The amount by which a net operating loss carryover or capital loss23
carryover allowable pursuant to section 43-1029, subsection F exceeds the net24
operating loss carryover or capital loss carryover allowable pursuant to25
section 1341(b)(5) of the internal revenue code.26

24.||Any amount of qualified educational expenses distributed from a27
qualified state tuition program determined pursuant to section 529 of the28
internal revenue code and that is included in income in computing federal29
adjusted gross income.30

Sec.|3.||Legislative intent31
The legislature intends to establish the family college savings program32

in recognition that the general welfare and well-being of the state of33
Arizona are directly related to the educational levels and skills of its34
citizens.  Therefore, a vital and valid public purpose of the state of35
Arizona is served by the establishment and implementation of the program that36
will encourage and make possible the attainment of an accessible, affordable37
postsecondary education by the greatest number of  citizens through a savings38
program.  The legislature further intends that the Arizona commission for39
postsecondary education may achieve this purpose most effectively through a40
public-private partnership using selected financial institutions to serve as41
depositories for individual family college savings accounts.42

Sec.|4.||Emergency43
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This act is an emergency measure that is necessary to preserve the1
public peace, health or safety and is operative immediately as provided by2
law.3


