Fl ori da House of Representatives - 1998 HB 4371
By Representative Rayson

1 Abill to be entitled

2 An act relating to postsecondary education

3 anmending s. 240.551, F.S.; renaning the Florida
4 Prepai d Post secondary Educati on Expense

5 Program Board, and Trust Fund the Florida

6 Prepai d Col |l ege Program Board, and Trust Fund
7 respectively; reordering provisions and

8 provi di ng technical revisions; deleting

9 obsol et e | anguage; correcting cross references;
10 permtting soliciting and contracting for

11 records administration services; providing for
12 the inclusion of certain fees within advance

13 payment contracts for tuition; providing for

14 the cal cul ation of benefits for state

15 need- based financial aid; prohibiting unlawful
16 representations; anending s. 222.22, F. S

17 conform ng provisions; anending s. 732.402,

18 F.S.; exenpting Florida Prepaid College Program
19 contracts fromthe probate clains of creditors;
20 reenacting ss. 731.201(13) and 735.301(1),
21 F.S., relating to probate, to incorporate the
22 amendnent to s. 732.402, F.S., in references;
23 providing an effective date.
24
25| Be It Enacted by the Legislature of the State of Florida:
26
27 Section 1. Section 240.551, Florida Statutes, is
28 | anended to read:
29 240.551 Florida Prepaid Coll ege Postsecontary
30 | Eduecation—Expense Program - -
31
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(1) LEG SLATIVE | NTENT. --The Legi sl ature recogni zes
t hat educational opportunity at the postsecondary level is a

critical state interest. It further recognizes that
educati onal opportunity is best ensured through the provision
of postsecondary institutions that are geographically and
financially accessible. Accordingly, it is the intent of the
Legi sl ature that a program be established t hrough whi ch nany
of the costs associated with postsecondary attendance nmay be
paid in advance and fixed at a guaranteed |evel for the
duration of undergraduate enrollnent. It is sinilarly the
intent of the Legislature to provide a programthat fosters
timely financial planning for postsecondary attendance and to
encour age enpl oyer participation in such planning through
program contributions on behalf of enployees and the
dependent s of enpl oyees.

(2) DEFI N TI ONS. - - As—used—in—this—section-

(a) "Advance paynent contract" nmeans a contract

entered into by the board and a purchaser pursuant to this
secti on.
(b) "Board" neans the Florida Prepaid Coll ege

Pestsecondary—Education—Expense Board.
(c) "Fund" neans the Florida Prepaid Coll ege

Pestsecondary—Education—Expense Trust Fund.
d) tg)y "Progrant neans the Florida Prepaid College

Pestsecondary—Education—Expense Program
(e) td)y "Purchaser"” means a person who nakes or is
obligated to make advance registration or dornmitory residence
payments in accordance with an advance paynent contract.
(f)fe)y "Qualified beneficiary" neans:

2
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1 1. Aresident of this state at the tinme a purchaser

2| enters into an advance paynent contract on behalf of the

3| resident;

4 2. A nonresident who is the child of a noncustodi al

5] parent who is a resident of this state at the tine that such
6 | parent enters into an advance paynent contract on behal f of

7| the child; or

8 3. For purposes of advance paynent contracts entered
9] into pursuant to subsection (24)paragraph—{5-), a graduate
10| of an accredited high school in this state who is a resident
11 ) of this state at the tine he or she is designated to receive
12 | the benefits of the advance paynent contract.

13 (g)th)y "Registration fee" means matricul ati on fee,

14 | financial aid fee, building fee, and Capital |nprovenent Trust
15 | Fund fee.

16 (h) tH)> "State postsecondary institution" means any

17 | conmunity college identified in s. 240.3031 or university

18| identified in s. 240.2011

19 (3) FLORI DA PREPAI D COLLEGE PROGRAM CREATION. --There
20| is created a Florida Prepaid Coll ege Pestsecondary—Education
21 | Expense Programto provide a nmediumthrough which the cost of
22 | registration and dormitory residence nay be paid in advance of
23| enrollnment in a state postsecondary institution at a rate

24 | | ower than the projected corresponding cost at the tine of

25| actual enrollnment. Such paynents shall be conbi ned and

26 | invested in a manner that yields, at a mninum sufficient

27 | interest to generate the difference between the prepaid anpunt
28 | and the cost of registration and dormtory residence at the
29 | time of actual enrollnment. Students who enroll in a state

30 | postsecondary institution pursuant to this section shall be
31
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charged no fees in excess of the terns delineated in the
advance paynment contract.

(4) FLORI DA PREPAID COLLEGE TRUST FUND. --There is
created within the State Board of Administration the Florida

Prepai d Col | ege Pestsecontdary—FEducati-on—Expense Trust Fund.

The fund shall consist of state appropriations, noneys

acqui red from ot her governnental or private sources, and
noneys remitted in accordance with advance paynent contracts.
Al'l funds deposited into the trust fund nay be invested
pursuant to s. 215.47:—however—steh—investrent—shaH—not—be
mandatory. D vidends, interest, and gains accruing to the
trust fund shall increase the total funds available for the
program Notwi t hstandi ng the provisions of chapter 717, funds
associated with terminated contracts termnated pursuant to
subsecti on (12) paragraph—{6){ejand cancel ed contracts for

whi ch no refunds have been cl ai ned shall increase the total

funds available for the program However, the board shal
establ i sh procedures for notifying purchasers who subsequently
cancel their contracts of any unclai med refund and shal
establish a tinme period after which no refund may be cl ai ned
by a purchaser who canceled a contract. Any bal ance contai ned
within the fund at the end of a fiscal year shall remain
therein and shall be available for carrying out the purposes
of the program |In the event that dividends, interest, and
gai ns exceed exceeds the anpbunt necessary for program

admi ni stration and di sbursenents, the board may desi gnate an
addi ti onal percentage of the fund to serve as a contingency
fund. Mneys contained within the fund shall be exenpt from
the investnent requirenments of s. 18.10. Any funds of a

di rect-support organi zation created pursuant to subsection

4
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(24) paragraph—(5)(i)shal | be exenpt fromthe provisions of

this subsecti on paragraph
(5) PROGRAM ADM NI STRATI ON. - -

(a) The Florida Prepaid Coll ege Pestsecondary
Edueation—Expense Program shall be administered by the Florida
Prepai d Col | ege Pestsecondary—FEducation—Expense Board as an
agency of the state. The Florida Prepaid College

Poestsecondary—Education—Expense Board is hereby created as a

body corporate with all the powers of a body corporate for the

purposes delineated in this section. For the purposes of s.

6, Art. IV of the State Constitution, the board shall be
assigned to and adninistratively housed within the State Board
of Adm nistration, but it shall independently exercise the
powers and duties specified in this section.

(b) The board shall consist of seven nenbers to be
conposed of the Insurance Conmi ssioner and Treasurer, the
Conptroller, the Chancellor of the Board of Regents, the
Executive Director of the State Board of Comunity Coll eges,
and three nenbers appoi nted by the Governor and subject to
confirmation by the Senate. Each nenber appointed by the
Governor shall possess know edge, skill, and experience in the
areas of accounting, actuary, risk managenent, or investnent
managenent. Each nenber of the board not appointed by the
Governor may name a designee to serve the board on behal f of
t he menber; however, any designee so naned shall neet the
qgqual i fications required of gubernatorial appointees to the
board. Menbers appoi nted by the Governor shall serve terns of

3 years exeept—that—in—rmaking—the—ini-tiat—appotntrents—the

Covernor—shaH—appotnt—one—renber—to—servefor—1—year,—one

rerber—to—servefor—2years—antd—one—rerber—to—serve—for—3

years. Any person appointed to fill a vacancy on the board
5
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shal |l be appointed in a |ike manner and shall serve for only
the unexpired term Any nenber shall be eligible for
reappoi ntnent and shall serve until a successor qualifies.
Menbers of the board shall serve without conpensation but
shal | be reinbursed for per diemand travel in accordance with
s. 112.061. Each nmenber of the board shall file a full and
public disclosure of his or her financial interests pursuant
tos. 8 Art. Il of the State Constitution and correspondi ng
statute.

(c) tay—TFhe—Covernor—shal—appoint—arenrber—of—the
beard—t+o—serve—as—theinitial——chair—of the board—TFhereafter—
the—board—shatH—etect—a—echair—annuat-ty— The board shal

annual ly el ect a board nenber to serve as chair and a board

nmenber to serve as vice chair and shall designate a

secretary-treasurer who need not be a nmenber of the board.
The secretary-treasurer shall keep a record of the proceedi ngs
of the board and shall be the custodian of all printed
material filed with or by the board and of its official seal
Not wi t hst andi ng t he exi stence of vacancies on the board, a
majority of the nenbers shall constitute a quorum The board
shall take no official action in the absence of a quorum The
board shall neet, at a mininmum on a quarterly basis at the
call of the chair.

(6) FLORI DA PREPAI D COLLEGE BOARD; DUTIES. --The board
shal | :

(a) (by—TFheboeard——shatt+ Appoint an executive director

to serve as the chief admnistrative and operational officer

of the board and to performother duties assigned to himor
her by the board.
(b) Administer the fund in a manner that is

sufficiently actuarially sound to defray the obligations of
6
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1| the program The board shall annually eval uate or cause to be
2 | evaluated the actuarial soundness of the fund. If the board

3| perceives a need for additional assets in order to preserve

4 | actuarial soundness, the board nay adjust the terms of

5 | subsequent advance paynent contracts to ensure such soundness.
6 (c) Establish a conprehensive investnent plan for the
7 | purposes of this section with the approval of the State Board
8 | of Administration. The conprehensive investnent plan shal

9| specify the investnent policies to be utilized by the board in
10 its adnministration of the fund. The board nmay pl ace assets of
11| the fund in savings accounts or use the sane to purchase fixed
12| or variable life insurance or annuity contracts, securities,
13 | evidence of indebtedness, or other investnent products

14 | pursuant to the conprehensive investnent plan and in such

15| proportions as nmay be designated or approved under that plan
16 | Such insurance, annuity, savings, or investnent products shal
17 | be underwritten and offered in conpliance with the applicable
18 | federal and state |laws, regulations, and rul es by persons who
19 | are duly authorized by applicable federal and state
20| authorities. Wthin the conprehensive investnent plan, the
21| board may aut horize investnent vehicles, or products incident
22 | thereto, as nay be available or offered by qualified conpanies
23 | or persons. A contract purchaser may not direct the investnent
24 | of his or her contribution to the trust fund and a contract
25 | beneficiary nmay not direct the contribution nmade on his or her
26 | behalf to the trust fund. Board nenbers and enpl oyees of the
27 | board are not prohibited from purchasi ng advance paynent
28 | contracts by virtue of their fiduciary responsibilities as
29 | nenbers of the board or official duties as enpl oyees of the
30 | board.
31
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(d) Solicit proposals and contract, pursuant to s.
287.057, for the marketing of the Florida Prepaid Coll ege
Program The entity desi gnated pursuant to this paragraph

shall serve as a centralized nmarketing agent for the program

and shall be solely responsible for the marketing of the

program Any naterials produced for the purpose of marketing

the program shall be subnmitted to the board for review. No

such materials shall be nade available to the public before

the materials are approved by the board. Any educati ona

institution may distribute narketing materials produced for

the program however, all such materials shall have been

approved by the board prior to distribution. Neither the state

nor the board shall be liable for misrepresentation of the

program by a nmarketing agent.

(e) Solicit proposals and contract, pursuant to s.

287.057, for a trustee services firmto select and supervise

i nvestnent prograns on behalf of the board. The goals of the

board in selecting a trustee services firmshall be to obtain

t he hi ghest standards of professional trustee services, to

allowall qualified firnms interested in providing such

servi ces equal consideration, and to provide such services to

the state at no cost and to the purchasers at the | owest cost

possi ble. The trustee services firmshall agree to neet the

obligations of the board to qualified beneficiaries if npbneys

in the fund fail to offset the obligations of the board as a

result of inprudent selection or supervision of investnent

prograns by such firm Eval uations of proposals submtted

pursuant to this paragraph shall include, but not be linited

to, the following criteria:

1. Adequacy of trustee services for supervision and

managenent of the program including current operations and
8
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staff organi zati on and conm tnent of nmnagenent to the

pr oposal
2. Capability to execute programresponsibilities

within tine and regul atory constraints.

3. Past experience in trustee services and current

ability to maintain regular and continuous interactions with

the board, records admnistrator, and product provider

4. The m ni num pur chaser participation assuned within

t he proposal and any additional requirenents of purchasers.

5. Adequacy of technical assistance and services

proposed for staff.

6. Adequacy of a nmnagenent system for eval uating and

i mproving overall trustee services to the program

7. Adequacy of facilities, equipnent, and electronic

data processi ng services.

8. Detailed projections of admi nistrative costs,

i ncludi ng the anount and type of insurance coverage, and

detailed projections of total costs.

(f) Solicit proposals and contract, pursuant to s.

287.057, for product providers to devel op investnent

portfolios on behalf of the board to achi eve the purposes of

this section. Product providers shall be linited to authorized

insurers as defined in s. 624.09, banks as defined in s.

658. 12, associations as defined in s. 665.012, authorized

Securities and Exchange Conmi ssion investnent advisers, and

i nvest nent conpani es as defined in the I nvestnent Conpany Act

of 1940. Al product providers shall have their principa

pl ace of business and corporate charter | ocated and registered

in the United States. In addition, each product provider shal

agree to neet the obligations of the board to qualified

beneficiaries if noneys in the fund fail to offset the
9
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obligations of the board as a result of inprudent investing by

such provider. Each authorized insurer shall evidence superior

perfornance overall on an acceptable |evel of surety in

neeting its obligations to its policyhol ders and ot her

contractual obligations. Only qualified public depositories

approved by the | nsurance Conmi ssioner and Treasurer shall be

eligible for board consideration. Each investnent conpany

shal | provide investnent plans as specified within the request

for proposals. The goals of the board in selecting a product

provi der conpany shall be to provide all purchasers with the

nost secure, well-diversified, and beneficially adninistered

post secondary educati on expense plan possible, to allow all

gqualified firms interested in providing such services equa

consi deration, and to provide such services to the state at no

cost and to the purchasers at the | owest cost possible.

Eval uati ons of proposals subnitted pursuant to this paragraph

shall include, but not be limted to, the following criteria:

1. Fees and other costs charged to purchasers that

af fect account val ues or operational costs related to the

program
2. Past and current investnent performance, including

i nvestnent and interest rate history, guaranteed m ni numrates

of interest, consistency of investnent perfornance, and any

terns and conditions under whi ch noneys are hel d.

3. Past experience and ability to provide tinely and

accurate service in the areas of records admn nistration

benefit paynents, investnent nanagenent, and conpl ai nt

resol ution.
4. Financial history and current financial strength

and capital adequacy to provide products, including operating

procedures and other nethods of protecting program assets.
10
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1 (7) ey FLORI DA PREPAI D COLLEGE BOARD; POVERS. - - The

2 | board shall have the powers necessary or proper to carry out
3| the provisions of this section, including, but not limted to,
4| the power to:

5 (a) = Adopt an official seal and rules.

6 (b) 2+~ Sue and be sued.

7 (c) 3~ Make and execute contracts and ot her necessary

8 | instrunents.

9 (d) 4 Establish agreenents or other transactions with
10 | federal, state, and |ocal agencies, including state

11 | universities and community coll eges.

12 (e)5- Invest funds not required for inmmediate

13 | di sbursenent.

14 (f)6— Appear in its own behal f before boards,

15 | conmi ssions, or other governnental agenci es.

16 (g)# Hold, buy, and sell any instrunents,

17 | obligations, securities, and property determ ned appropriate
18 | by the board.

19 (h) 8- Require a reasonable length of state residence

20| for qualified beneficiaries.

21 (i)9+ Restrict the nunber of participants in the

22 | community college plan, university plan, and dormitory

23 | residence plan, respectively. However, any person denied

24 | participation solely on the basis of such restriction shall be
25| granted priority for participation during the succeedi ng year
26 (j) 36— Segregate contributions and paynents to the

27 | fund into various accounts and funds.

28 (k) #+— Contract for necessary goods and services,

29 | enpl oy necessary personnel, and engage the services of private
30| consultants, actuaries, nmanagers, |egal counsel, and auditors
31| for adm nistrative or technical assistance.

11
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(1)*2~ Solicit and accept gifts, grants, |oans, and
ot her aids fromany source or participate in any other way in
any government programto carry out the purposes of this
secti on.

(m 3+ Require and coll ect administrative fees and
charges in connection with any transaction and i npose
reasonabl e penalties, including default, for delinquent
payrments or for entering into an advance paynent contract on a
fraudul ent basis.

(n) #4— Procure insurance against any |oss in
connection with the property, assets, and activities of the
fund or the board.

(0) 5 I npose reasonable time [imts on use of the
tuition benefits provided by the program However, any such
limtation shall be specified within the advance paynent
contract.

(p) #6— Delineate the terms and conditions under which
payments may be withdrawn fromthe fund and i npose reasonabl e
fees and charges for such w thdrawal. Such ternms and
conditions shall be specified within the advance paynent
contract.

(q) 7 Provide for the receipt of contributions in
| unp sunms or installnent paynments.

. T I Hoeies- I ’ I . .
e | adrini I . N o

(r) 39— Require that purchasers of advance payment
contracts verify, under oath, any requests for contract
conversi ons, substitutions, transfers, cancell ations, refund
requests, or contract changes of any nature. Verification
shal | be acconplished as authorized and provided for in s.
92.525(1)(a).

12
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I . f their fiduct i
rerbers—of—theboard—or—ofHecial—duties—as—enptoyees—of—the
boar-d-—

(s) tH)y—Theboard—+may Del egate responsibility for
admi ni stration of the conprehensive investnent plan required
i n paragraph(6)(c){e)jto a person the board deternmines to be
gual i fi ed. Such person shall be conpensated by the board.
Directly or through such person, the board may contract with a
private corporation or institution to provide such services as
may be a part of the conprehensive investnent plan or as nay
be deened necessary or proper by the board or such person
including, but not limted to, providing consolidated billing,
i ndi vidual and col |l ective recordkeepi ng and accountings, and
asset purchase, control, and saf ekeepi ng.

(t) Endorse insurance coverage witten exclusively for

t he purpose of protecting advance paynent contracts, and the

purchasers and beneficiaries thereof, which may be issued in

the formof a group life policy and which is exenpt fromthe

provi sions of part V of chapter 627.

(u) Solicit proposals and contract, pursuant to s.

287.057, for the services of a records adm nistrator. The

goal s of the board in selecting a records adnini strator shal

be to provide all purchasers with the npst secure,

wel | -diversified, and beneficially adm nistered postsecondary

educati on expense plan possible, to allowall qualified firns

interested in providing such services equal consideration, and

to provide such services to the state at no cost and to the

purchasers at the | owest cost possible. Eval uations of

proposal s subnitted pursuant to this paragraph shall include,

but not be linited to, the following criteria:

14
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1 1. Fees and other costs charged to purchasers that

2 | affect account val ues or operational costs related to the

3| program

4 2. Past experience in records adnministration and

5] current ability to provide tinely and accurate service in the
6 | areas of records adm nistration, audit and reconciliation

7 | pl an communi cation, participant service, and conplaint

8 | resol ution.

9 3. Sufficient staff and conputer capability for the
10 | scope and | evel of service expected by the board.

11 4. Financial history and current financial strength
12 | and capital adequacy to provide adninistrative services

13 | required by the board.

14 (v) Establish other policies, procedures, and criteria
15| to inplenent and adnini ster the provisions of this section.
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(8) th)y QUALI FI ED STATE TUI Tl ON PROGRAM
STATUS. - - Not wi t hst andi ng any ot her provision of this section

the board may adopt rul es necessary to enable the programto
retain its status as a "qualified state tuition prepad
progranf in order to maintain its tax exenpt status or other
simlar status of the program purchasers, and qualified
beneficiaries under the Internal Revenue Code of 1986, as
defined in s. 220.03(1). The board shall inform purchasers of
changes to the tax or securities status of contracts purchased

t hrough the program

16
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1 m o] I I . .
5 syt I F . I

3 ’ ey I I ORI I whi-et
4 e w et F Lt . e

5 | exenpt—t+rom-theprovistons—of——part—Vof—chapter—627

6 (9) PREPAID COLLEGE PLANS.--At a mininmum the board

7 | shall make advance paynent contracts available for two

8 | i ndependent plans to be known as the comunity coll ege pl an

9] and the university plan. The board may al so nake advance

10 | paynent contracts available for a dornmitory residence plan.

11 (a)1. Through the community college plan, the advance
12 | paynent contract shall provide prepaid registration fees for a
13 | specified nunber of undergraduate senester credit hours not to
14 | exceed the average nunber of hours required for the conference
15| of an associ ate degree. The cost of participation in the

16 | conmunity coll ege plan shall be based primarily on the average
17 | current and projected registration fees within the State

18 | Conmunity Col |l ege System and t he nunber of years expected to
19 | el apse between the purchase of the plan on behalf of a

20 | qualified beneficiary and the exercise of the benefits

21| provided in the plan by such beneficiary. Qualified

22 | beneficiaries shall bear the cost of any |aboratory fees

23| associated with enrollnent in specific courses. Each qualified
24 | beneficiary shall be classified as a resident for tuition

25 | purposes, pursuant to s. 240.1201, regardless of his or her

26 | actual |egal residence.

27 2. Effective July 1, 1998, the board may provide

28 | advance paynment contracts for additional fees delineated in s.
29| 240. 35, not to exceed the average nunmber of hours required for
30| the conference of an associ ate degree, in conjunction with

31 | advance paynment contracts for registration fees. The cost of

18
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pur chasi ng such fees shall be based primarily on the average

current and projected fees within the State Community Col |l ege

System and the nunber of years expected to el apse between the

purchase of the plan on behalf of the beneficiary and the

exerci se of benefits provided in the plan by such beneficiary.

Community coll ege plan contracts purchased prior to July 1,

1998, shall be linited to the paynent of registration fees as

defined in subsection (2).

(b)1. Through the university plan, the advance paynent

contract shall provide prepaid registration fees for a

speci fi ed nunber of undergraduate senester credit hours not to

exceed the average nunber of hours required for the conference

of a baccal aureate degree. The cost of participation in the

university plan shall be based primarily on the current and

projected registration fees within the State University System

and the nunber of years expected to el apse between the

purchase of the plan on behalf of a qualified beneficiary and

the exercise of the benefits provided in the plan by such

beneficiary. Qualified beneficiaries shall bear the cost of

any |l aboratory fees associated with enrollnment in specific

courses. Each qualified beneficiary shall be classified as a

resident for tuition purposes pursuant to s. 240.1201

regardl ess of his or her actual |egal residence.

2. Effective July 1, 1998, the board may provide

advance paynent contracts for additional fees delineated in s.

240. 235(1), for a specified nunber of undergraduate senester

credit hours not to exceed the average nunber of hours

required for the conference of a baccal aureate degree, in

conjunction with advance paynent contracts for registration

fees. Such contracts shall provide prepaid coverage for the

sum of such fees, to a maxi num of 45 percent of the cost of
19
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1| registration fees. The costs of purchasing such fees shall be
2| based primarily on the average current and projected cost of
3| these fees within the State University System and t he nunber
4| of years expected to el apse between the purchase of the plan
5] on behalf of the qualified beneficiary and the exercise of the
6 | benefits provided in the plan by such beneficiary. University
7| plan contracts purchased prior to July 1, 1998, shall be
8|limted to the paynent of registration fees as defined in

9 | subsection (2).

10 (c) Through the dormitory residence plan, the advance
11 | paynent contract nmay provide prepaid housing fees for a

12 | maxi num of 10 senesters of full-tine undergraduate enroll nent
13]in a state university. Dormtory residence plans shall be

14 | purchased in increnents of 2 senesters. The cost of

15| participation in the dormtory residence plan shall be based
16 | primarily on the average current and projected housing fees
17 | within the State University System and the nunber of years

18 | expected to el apse between the purchase of the plan on behal f
19| of a qualified beneficiary and the exercise of the benefits
20| provided in the plan by such beneficiary. Qualified

21 | beneficiaries shall have the highest priority in the

22 | assignnent of housing within university residence halls.

23| Qualified beneficiaries shall bear the cost of any additiona
24 | el ective charges such as | aundry service or |ong-distance

25 | tel ephone service. Each state university nay specify the

26 | residence halls or other university-held residences eligible
27 | for inclusion in the plan. In addition, any state university
28 | may request imediate ternmination of a dormitory residence

29 | contract based on a violation or nultiple violations of rules
30| of the residence hall or other university-held residences. In
31| the event that sufficient housing is not available for al

20
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qgual i fied beneficiaries, the board shall refund the purchaser

or qualified beneficiary an anount equal to the fees charged

for dornmitory residence during that senester. If a qualified

beneficiary fails to be admtted to a state university or

chooses to attend a conmmunity coll ege that operates one or

nore dornitories or residency opportunities, or has one or

nore dornitories or residency opportunities operated by the

community coll ege direct-support organi zation, the qualified

beneficiary may transfer or cause to have transferred to the

community college, or comunity coll ege direct-support

organi zation, the fees associated with dormtory residence.

Dormitory fees transferred to the community col |l ege or

community coll ege direct-support organi zati on nay not exceed

t he maxi num fees charged for state university dornmitory

resi dence for the purposes of this section, or the fees

charged for conmmunity coll ege or community coll ege

di rect-support organi zation dornmitories or residency

opportunities, whichever is |ess.

(10) TRANSFER OF BENEFI TS TO PRI VATE AND OUT- OF- STATE
COLLEGES AND UNI VERSI TI ES. - -

(a) A qualified beneficiary nay apply a community

coll ege plan, university plan, or dornitory residence plan

toward any eligible i ndependent college or university. An

i ndependent college or university which is | ocated and

chartered in Florida, is not for profit, is accredited by the

Conmi ssion on Coll eges of the Southern Association of Coll eges

and Schools or the Accrediting Conm ssion of the Association

of Independent Coll eges and Schools, and which confers degrees
as defined in s. 246.021, shall be eligible for such
application. The board shall transfer, or cause to have

transferred, to the eligible i ndependent college or university
21
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desi gnated by the qualified beneficiary an anount not to

exceed the redenption val ue of the advance paynent contract

within a state postsecondary institution. In the event that

the cost of registration or housing fees at the i ndependent

college or university is less than the corresponding fees at a

state postsecondary institution, the amount transferred shal

not exceed the actual cost of registration or housing fees. No

transfer authorized pursuant to this paragraph shall exceed

t he nunber of senester credit hours or senesters of dornmitory

resi dence contracted on behalf of a qualified beneficiary.

(b) A qualified beneficiary nay apply the benefits of

an advance paynent contract toward an eligible out-of-state

college or university. An out-of-state college or university

which is not for profit and is accredited by a regi ona

accrediting association, and whi ch confers baccal aureate

degrees, shall be eligible for such application. The board

shall transfer, or cause to have transferred, an anount not to

exceed the redenption val ue of the advance paynent contract or

the original purchase price plus 5 percent conpounded

i nterest, whichever is |less, after assessnent of a reasonabl e

transfer fee. In the event that the cost of registration or

housi ng fees charged the qualified beneficiary at the eligible

out-of-state college or university is less than this

cal cul ated anmpbunt, the anmobunt transferred shall not exceed the

actual cost of registration or housing fees. Any renaining

anmount shall be transferred in subsequent senesters until the

transfer value is depleted. No transfer authorized pursuant to

this paragraph shall exceed the nunber of senester credit

hours or senesters of dormtory residence contracted on behal f

of a qualified beneficiary.

22
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(11) (6)(a)y ADVANCE PAYMENT CONTRACTS; CONTENTS. --The
board shall construct advance paynent contracts for

regi stration and nmay construct advance paynent contracts for
dormtory residence as provided in accordance—wth—the
provisiens—of this section. Advance paynent contracts
constructed for the purposes of this section shall be exenpt
from the—preovisiens—of chapter 517 and the Florida | nsurance
Code. The—boardray reqguest—assistancefromthe bepartrent—of

At g . I I I ey I
eentracts—Fhe—econtents—of—both Such contracts shall i ncl ude,
but not be linmted to, the foll ow ng:

(a) = The anount of the payment or paynents and the
nunber of paynents required froma purchaser on behalf of a
qgual i fi ed beneficiary.

(b) 2+~ The terns and conditions under which purchasers
shall remt paynments, including, but not linited to, the date
or dates upon which each paynent shall be due.

(c)3~ Provisions for |ate paynent charges and for
def aul t.

(d)4— Provisions for penalty fees for withdrawals from
t he fund.

(e) 5+ Except for an advance paynent contract entered

into pursuant to subsection (24)paragraph—(5-j), the nane

and date of birth of the qualified beneficiary on whose behal f

the contract is drawn and the ternms and conditions under which
anot her person may be substituted as the qualified
beneficiary.

(f) 6 The nane of any person who may termnate the
contract. The terns of the contract shall specify whether the
contract may be terminated by the purchaser, the qualified

23

CODING:Words st+ieken are deletions; words underlined are additions.




Fl ori da House of Representatives - 1998 HB 4371
288- 188A-98

beneficiary, a specific designated person, or any conbination
of these persons.

(g) 7 The terns and conditions under which a contract
may be terminated, nodified, or converted, the name of the
person entitled to any refund due as a result of ternination
of the contract pursuant to such terns and conditions, and the
anmount of refund, if any, due to the person so naned.

© 00 N o O~ WDN PP

;;w
|

16 (h) += The nunber of senester credit hours or senesters
17 | of dornmitory residence contracted by the purchaser

18 (i)2+ The state postsecondary system toward which the
19 | contracted credit hours or senesters of dormtory residence
20| will be appli ed.

21 (j) 3~ The assunption of a contractual obligation by

22 | the board to the qualified beneficiary to provide for a

23 | specified nunber of senester credit hours of undergraduate
24 | instruction at a state postsecondary institution, not to

25 | exceed the average nunber of credit hours required for the
26 | conference of the degree that corresponds to the plan

27 | purchased on behalf of the qualified beneficiary or to provide
28 | for a specified nunber of senesters of dornmitory residence,
29 | not to exceed the nunber of semesters of full-tinme enroll nent
30| required for the conference of a baccal aureate degree.

31
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(k) Oher terns and conditions deened by the board to

be necessary or proper

© 00 N o O W DN PP

13 | baccalaureate—degree—

14 (12) ey DURATI ON OF BENEFI TS; ADVANCE PAYMENT

15 | CONTRACT. - - An advance paynent contract may provide that

16 | contracts which have not been termninated or the benefits

17 | exercised within a specified period of time shall be

18 | considered term nated. Tinme expended by a qualified

19 | beneficiary as an active duty nenber of any of the arned

20 | services of the United States shall be added to the period of
21| time specified pursuant to this subsection paragraph. No

22 | purchaser or qualified beneficiary whose advance paynent

23| contract is termnated pursuant to this subsection paragraph
24 | shall be entitled to a refund. The board shall retain any
25 | noneys paid by the purchaser for an advance paynent contract
26 | that has been terminated in accordance with this subsection
27 | paragraph. Such noneys retained by the board are exenpt from
28 | chapter 717, and such retained noneys nust be used by the

29 | board to further the purposes of this section

30 (13) REFUNDS. - -

31
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(a) feyi— Except as provided in paragraphs (b) and (c),

no refund provided—pursuant—to—subparagraph—{ar+-shall exceed
the anount paid into the fund by the purchaser. tn—the—event

(b)a— If the beneficiary is awarded a schol arship, the
terms of which cover the benefits included in the advance
payment contracts, noneys paid for the purchase of the advance
payment contracts shall be returned to the purchaser in
senester installnments coinciding with the matriculation by the
beneficiary in anpbunts of either the original purchase price
plus 5 percent conpounded interest, or the current rates at
state postsecondary institutions, whichever is |ess.

(c)b—In the event of the death or total disability of
t he beneficiary, noneys paid for the purchase of advance
payment contracts shall be returned to the purchaser together
with 5 percent conpounded interest, or the current rates at
state postsecondary institutions, whichever is |ess.

(d)e—~ If an advance paynent contract is converted from

one registration plan to a plan of |esser val ue a—tunversity

thi-versi-ty—ptan—to—a—conmmni-ty—coH-ege—phtan, the anount

refunded shall not exceed the difference between the anount

paid for the original contract and the anount that woul d have

been paid for the contract to which the plan is converted had

t he converted plan been purchased under the same paynent plan
26
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1| at the tine the original advance paynent contract was

2 | execut ed.

3 (e)2+ No refund shall be authorized through an advance
4 | paynent contract for any school year partially attended but
5] not conpleted. For purposes of this section, a school year
6| partially attended but not conpleted shall nean any one

7 | senester whereby the student is still enrolled at the

8 | conclusion of the official drop-add period, but wthdraws

9 | before the end of such senester. |f a beneficiary does not
10| conplete a community coll ege plan or university plan for

11 | reasons other than specified in paragraph (c)subparagraph—1—
12 | the purchaser shall receive a refund of the anpbunt paid into
13| the fund for the renmmining unattended years of the advance
14 | paynent contract pursuant to rules promul gated by the board.
15 (14) (- CONFI DENTI ALI TY OF ACCOUNT

16 | | NFORVATION. --Information that identifies the purchasers or
17 | beneficiaries of any plan pronul gated under this section and
18 | their advance paynent account activities is exenpt fromthe
19 | provisions of s. 119.07(1). However, the board nay authorize
20| the program s records adm nistrator to rel ease such
21 | information to a community college, college, or university in
22 | which a beneficiary nay enroll or is enrolled. Comunity
23| col l eges, colleges, and universities shall naintain such
24 | information as exenpt fromthe provisions of s. 119.07(1).
25
26
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(15) (9% OBLI GATI ONS OF BOARD, PAYMENT. --The state

shall agree to neet the obligations of the board to qualified
beneficiaries if noneys in the fund fail to offset the
obligations of the board. The Legislature shall appropriate to
the Florida Prepaid Coll ege PestsecondaryEducation—Expense
Trust Fund the anmpbunt necessary to neet the obligations of the
board to qualified beneficiaries.

(16) {106y ASSETS OF THE FUND;, EXPENDI TURE
PRI ORI TY.--The assets of the fund shall be maintai ned,
i nvested, and expended solely for the purposes of this section

and shall not be |oaned, transferred, or otherw se used by the
state for any purpose other than the purposes of this section.
Thi s subsection shall not be construed to prohibit the board
frominvesting in, by purchase or otherw se, bonds, notes, or
other obligations of the state or an agency or instrunentality
of the state. Unless otherwi se specified by the board, assets

35
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of the fund shall be expended in the follow ng order of
priority:

(a) To nmke paynents to state postsecondary
institutions on behalf of qualified beneficiaries.

(b) To nmke refunds upon term nation of advance
payment contracts.

(c) To pay the costs of program adm nistration and
operati ons.

(17) CALCULATI ON FOR NEED- BASED STUDENT FI NANCI AL
Al D. --For the purposes of cal culating student need for state

need- based student financial aid, the value of the advance

payment contract shall be prorated based on the actua

benefits projected to be used within the year and shall be

calcul ated as a resource of the famly.
(18) 1) EXEMPTI ON FROM CLAI M5 OF CREDI TORS. - - Moneys
paid into or out of the fund by or on behalf of a purchaser or

qgual i fi ed beneficiary of an advance paynent contract nade
under this section, which contract has not been term nated,
are exenpt, as provided by s. 222.22, fromall clains of
creditors of the purchaser or the beneficiary. Neither npneys
paid into the program nor benefits accrued through the program
may be pl edged for the purpose of securing a | oan.

(19) (32 PAYROLL DEDUCTI ON AUTHORITY. --The state or
any state agency, county, nunicipality, or other political

subdi vi si on may, by contract or collective bargaining
agreenent, agree with any enployee to remt paynents toward
advance paynent contracts through payroll deductions nade by
the appropriate officer or officers of the state, state
agency, county, nunicipality, or political subdivision. Such
payrments shall be held and adm nistered in accordance with
this section.

36
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(20) 33> DI SCLAIMER. --Nothing in this section shall be
construed as a pronise or guarantee that a qualified

beneficiary will be admitted to a state postsecondary
institution or to a particular state postsecondary
institution, will be allowed to continue enrollnent at a state
postsecondary institution after admission, or will be
graduated froma state postsecondary institution

(21) (34 PROGRAM TERM NATION.--1n the event that the
state determnes the programto be financially infeasible, the

state may di scontinue the provision of the program Any
qgual i fi ed beneficiary who has been accepted by and is enrolled
or is within 5 years of enrollnent in an eligible i ndependent
coll ege or university or state postsecondary institution shal
be entitled to exercise the conplete benefits for which he or
she has contracted. All other contract holders shall receive
a ref und;—pursuant—to—stubparagraph—{(6)-(ar+-of the anount
paid in and an additional anmpunt in the nature of interest at
a rate that corresponds, at a minimum to the prevailing
interest rates for savings accounts provided by banks and
savi ngs and | oan associ ati ons.

(22) UNLAWFUL REPRESENTATI ON. --No person nay use the
phrase "Prepaid College," "Prepaid College Program" "Florida

Prepaid College Program" "State Prepaid College Program" or

Florida State Prepaid Coll ege Progran or any simlar phrase

in the title or nane of any charitable or commerci al

enterprise, product, or service without the witten

aut hori zation of the Florida Prepaid Coll ege Board.
(23) ANNUAL REPORT. --The board shall annually prepare
or cause to be prepared a report setting forth in appropriate

detail an accounting of the fund and a description of the

financial condition of the programat the cl ose of each fisca
37
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1| year. Such report shall be subnitted to the President of the
2 | Senate, the Speaker of the House of Representatives, and

3| menbers of the State Board of Education on or before March 31
4| each year. |In addition, the board shall nmke the report

5| avail abl e to purchasers of advance paynent contracts. The

6 | board shall provide to the Board of Regents and the State

7 | Board of Community Col |l eges, by March 31 each year, conplete
8 | advance paynent contract sales infornmation, including

9| projected postsecondary enrollnents of qualified

10 | beneficiaries. The accounts of the fund shall be subject to
11 | annual audits by the Auditor General or his or her designee.
12 (24) DI RECT- SUPPORT ORGANI ZATI ON; AUTHORI TY. - -

13 (a) The board may establish a direct-support

14 | organi zati on which is:

15 1. A Florida corporation, not for profit, incorporated
16 | under the provisions of chapter 617 and approved by the

17 | Secretary of State.

18 2. Ogani zed and operated exclusively to receive,

19| hold, invest, and adm nister property and to make expenditures
20| to or for the benefit of the program
21 3. An organization which the board, after review, has
22 | certified to be operating in a nmanner consistent with the
23| goals of the programand in the best interests of the state.
24 | Unl ess so certified, the organi zati on may not use the nane of
25| the program
26 4., Subject to an annual postaudit by an i ndependent
27 | certified public accountant in accordance with rul es
28 | promul gated by the board. The annual audit shall be submitted
29 | to the State Board of Administration and the Auditor CGenera
30| for review The State Board of Adnministration and Auditor
31| General shall have the authority to require and receive from

38
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1| the organi zation or its independent auditor any detail or

2 | suppl enental data relative to the operation of the

3| organi zation. The identity of donors who desire to renmmin

4 | anonynous shall be confidential and exenpt fromthe provisions
5] of s. 119.07(1) and s. 24(a), Art. | of the State

6 | Constitution, and such anonynity shall be nmmintained in the

7] auditor's report. Infornmation received by the organization

8| that is otherwise confidential or exenpt by |law shall retain
9 | such status. Any sensitive, personal information regarding

10 | contract bheneficiaries, including their identities, is exenpt
11 ) fromthe provisions of s. 119.07(1) and s. 24(a), Art. | of
12 | the State Constitution.

13 (b) The chair and the executive director of the board
14 | shall be directors of the direct-support organization and

15 ] shall jointly nane three other individuals to serve as

16 | directors of the organi zation

17 Section 2. Section 222.22, Florida Statutes, is

18 | anended to read:

19 222.22 Exenption of noneys in the Prepaid

20 | Post secondary Educati on Expense Trust Fund from |l ega

21 | process.--Mneys paid into or out of the Florida Prepaid

22 | Col | ege Postsecondary—Education—Expense Trust Fund by or on
23 | behalf of a purchaser or qualified beneficiary pursuant to an
24 | advance paynment contract nmade under s. 240.551, which contract
25| has not been term nated, are not |liable to attachnent,

26 | garni shnment, or legal process in the state in favor of any

27 | creditor of the purchaser or beneficiary of such advance

28 | paynent contract.

29 Section 3. Subsection (2) of section 732.402, Florida
30| Statutes, is anended to read:

31 732.402 Exenpt property.--

39
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1 (2) Exenpt property shall consist of:

2 (a) Household furniture, furnishings, and appliances
3]in the decedent's usual place of abode up to a net val ue of
41 $10,000 as of the date of death.:—and

5 (b) Al autonobiles held in the decedent's nane and
6| regularly used by the decedent or nenbers of the decedent's
7| imediate family as their personal autonobiles.

8 (c) Florida Prepaid College Programcontracts

9 | purchased pursuant to s. 240.551

10 Section 4. For the purpose of incorporating the

11 | anendnment to s. 732.402, Florida Statutes, in references

12 | thereto, subsection (13) of section 731.201 and subsection (1)
13 | of section 735.301, Florida Statutes, are reenacted to read:
14 731.201 Ceneral definitions.--Subject to additiona
15| definitions in subsequent chapters that are applicable to

16 | specific chapters or parts, and unless the context otherw se
17 | requires, in this code and chapters 737, 738, and 744:

18 (13) "Exenpt property" neans the property of a

19 | decedent's estate which is described in s. 732.402.

20 735.301 Disposition wi thout adm nistration.--

21 (1) No adnministration shall be required or form

22 | proceedings instituted upon the estate of a decedent | eaving
23 | only personal property exenpt under the provisions of s.

24 | 732. 402, personal property exenpt fromthe clains of creditors
25| under the Constitution of Florida, and nonexenpt persona

26 | property the val ue of which does not exceed the sum of the
27 | anount of preferred funeral expenses and reasonabl e and

28 | necessary nedi cal and hospital expenses of the |ast 60 days of
29 | the last illness.

30 Section 5. This act shall take effect July 1 of the
31| year in which enacted
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3
Renanes the Florida Prepaid Postsecondary Education

4 Expense Program Board, and Trust Fund the Florida
Prepai d. Col 'ege Program Board, and Trust Fund, ]

5 respeptlvelﬁ. Reor déers_ provi sions and provides technica
revisions. Permts soliciting and contracting for records

6 adm ni stration_services. Provides for the inClusion of
certain fees within advance Paynent contracts for

7 tuition. Provides for the cal cul ation of benefits for
stat e need-based financial aid. Prohibits unlawful

8 representations. Exenpts Florida Prepaid Coll ege Program

9 contracts fromthe probate clains of creditors.
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