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By the Conmittee on _Colleges & Universities and
RepreSent ati ves Casey, Dockery, Argenzi ano, Burroughs, Culp,
Mel vi n and Put nam

1 A bill to be entitled

2 An act relating to postsecondary education

3 anending s. 240.551, F.S., relating to the

4 Fl ori da Prepai d Postsecondary Educati on Expense

5 Program restricting direction of investnent;

6 aut hori zi ng the purchase of advance paynent

7 contracts by nmenbers and enpl oyees of the

8 Prepai d Post secondary Educati on Expense Board

9 aut hori zing rules for nmaintenance of tax exenpt

10 status; providing technical revisions;

11 aut hori zing the board to construct contracts

12 for dormitory residence; providing for

13 exenption fromsecurities transactions | aws;

14 providing for refunds associated with the

15 conversion of registration plans; restricting

16 the use of funds; repealing s. 42, ch. 91-201

17 Laws of Florida; abrogating the repeal of the

18 Florida Prepaid Tuition Schol arship Program

19 providing an effective date.
20
21| Be It Enacted by the Legislature of the State of Florida:
22
23 Section 1. Paragraphs (e), (h), and (j) of subsection
24 | (5), paragraphs (a) and (e) of subsection (6), and subsections
251 (7) and (11) of section 240.551, Florida Statutes, 1996
26 | Suppl enent, are anended to read:
27 240.551 Florida Prepaid Postsecondary Education
28 | Expense Program - -
29 (5) The Florida Prepaid Postsecondary Education
30 | Expense Program shall be admi nistered by the Prepaid
31 | Postsecondary Educati on Expense Board as an agency of the
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state. The Prepaid Postsecondary Educati on 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 shal
i ndependently exercise the powers and duties specified in this
section. The board shall consist of seven nenmbers 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 Comrunity 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 nanme a designee to serve the board on behal f of
t he nmenber; however, any designee so naned shall neet the
qgual i fications required of gubernatorial appointees to the
board. Menbers appoi nted by the Governor shall serve terns of
3 years except that, in naking the initial appointnents, the
CGovernor shall appoint one nenber to serve for 1 year, one
nmenber to serve for 2 years, and one nenber to serve for 3
years. Any person appointed to fill a vacancy on the board
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
2
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tos. 8 Art. Il of the State Constitution and correspondi ng
statute.

(e) The board, acting with the approval of the State
Board of Administration, shall establish a conprehensive
i nvestnent plan for the purposes of this section. The
conpr ehensi ve investnent plan shall specify the investnent
policies to be utilized by the board in its adm nistration of
the fund. The board may place assets of the fund in savings
accounts or use the sane to purchase fixed or variable life
i nsurance or annuity contracts, securities, evidence of
i ndebt edness, or other investnent products pursuant to the
conpr ehensi ve investnent plan and in such proportions as may
be designated or approved under that plan. Such insurance,
annui ty, savings, or investnent products shall be underwitten
and offered in conpliance with the applicable federal and
state |l aws, regulations, and rul es by persons who are duly
aut hori zed by applicable federal and state authorities.
Wthin the conprehensive investnent plan, the board may
aut hori ze i nvestnent vehicles, or products incident thereto,
as may be available or offered by qualified conpanies or
persons. No contract purchaser or beneficiary may direct the

i nvestnent of his or her contribution to the fund or the

contribution made on his or her behalf to the fund,

respectively. Board nenbers and enpl oyees of the board are

not prohibited from purchasi ng advance paynent contracts by

virtue of their fiduciary responsibilities as nenbers of the

board or official duties as enpl oyees of the board.

(h) The board nmay adopt rules necessary to enable the

programto retain its status as a "qualified state tuition

progrant for the purpose of maintaining the tax exenpt or

other simlar status of the program purchasers, and qualified
3
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1| beneficiaries under the Internal Revenue Code, as defined in
2| s. 220.03(1). The board shall inform purchasers of changes to
3] the tax or securities status of contracts purchased through

4 | t he program FThe—board—shatH—sobci-t—answers—to—appticabte

5 ¥ : I I . r

6 I . ¢ o I

7 I I Lt et T w

8 | the—Securities—antd—Exchange—Conmsston—t+egarding—the

9 | appteation—of—federat—securities—tanws—tothe—trust—Fhe

10 | board——shaH—makethe—status—ef——suchreguests—known—before

11 | entering—into—an—atvance—payrent—contract—

12 (j) The board nmay establish a direct-support

13 | organi zati on which is:

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

16 | Secretary of State.

17 2. Oganized and operated exclusively to receive,

18 | hold, invest, and adm nister property and to make expenditures
19| to or for the benefit of the program

20 3. An organization which the board, after review, has
21 | certified to be operating in a nmanner consistent with the

22 | goals of the programand in the best interests of the state.
23| Unless so certified, the organi zation may not use the nane of
24 | the program

25 4., Subject to an annual postaudit by an i ndependent
26 | certified public accountant in accordance with rul es

27 | promul gated by the board. The annual audit shall be subnitted
28| to the State Board of Adm nistration Pepartwent—ef—tnsurance
29 | and the Auditor General for review. The State Board of

30 | Adni ni strati on bPepartrent—of—tnsurance and Auditor Genera

31| shall have the authority to require and receive fromthe

4
CODI NG Wr ds st+ieken are del etions; words underlined are additions.




© 00 N o O W DN PP

W WNNNNMNNMNNNNNNRRRERRPRPEPR R PR R
P O © 0 N O 00~ WNIERPLO O ®~NO®UuDWNPRER O

Fl ori da House of Representatives - 1997 CS/ HB 1325
184-261- 97

organi zation or its independent auditor any detail or

suppl enental data relative to the operation of the

organi zation. The identity of donors who desire to remain
anonynous shall be confidential and exenpt fromthe provisions
of s. 119.07(1) and s. 24(a), Art. | of the State
Constitution, and such anonynmity shall be maintained in the
auditor's report. Information received by the organi zation
that is otherwise confidential or exenpt by |law shall retain
such status. Any sensitive, personal information regarding
contract beneficiaries, including their identities, is exenpt
fromthe provisions of s. 119.07(1) and s. 24(a), Art. | of
the State Constitution.

The chair of the board and the executive director shall be
directors of the direct-support organization and shall jointly
nane three other individuals to serve as directors of the
organi zati on.

(6)(a) The board shall construct advance paynent
contracts for registration and nmay construct advance paynent

contracts for dormitory residence in accordance with the
provi sions of this section. Advance paynent contracts
constructed for the purposes of this section shall be exenpt
fromthe provisions of chapter 517 and the Florida |Insurance

Code. The board may request assistance fromthe Departnent of
Legal Affairs in the devel opnent of the advance paynent
contracts. The contents of both such contracts shall include,
but not be linmted to, the foll ow ng:

1. The anount of the paynent or paynents and the
nunber of paynents required froma purchaser on behalf of a
qgual i fi ed beneficiary.

5
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2. The ternms and conditions under which purchasers
shall remt paynents, including, but not linited to, the date
or dates upon which each paynent shall be due.

3. Provisions for late paynent charges and for
def aul t.

4. Provisions for penalty fees for withdrawals from
t he fund.

5. Except for an advance paynent contract entered into
pursuant to paragraph (5)(j), the nane and date of birth of
the qualified beneficiary on whose behalf the contract is
drawn and the terms and conditions under which another person
may be substituted as the qualified beneficiary.

6. The nanme of any person who nmay term nate the
contract. The terns of the contract shall specify whether the
contract may be terminated by the purchaser, the qualified
beneficiary, a specific designated person, or any conbination
of these persons.

7. The terns and conditions under which a contract may
be terninated, nodified, or converted,the nane of the person

entitled to any refund due as a result of ternination of the
contract pursuant to such terns and conditions, and the anopunt
of refund, if any, due to the person so naned.

8. The tinme limtations, if any, within which the
gual i fied beneficiary nust claimhis or her benefits through
t he program

9. Oher ternms and conditions deened by the board to
be necessary or proper

(e)1. No refund provided pursuant to subparagraph
(a)7. shall exceed the anpbunt paid into the fund by the
purchaser. In the event that an advance paynent contract is
converted froma university to a conmrunity coll ege

6
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registration plan, the refund anount shall be reduced by the
anmount transferred to a conmunity coll ege on behal f of the
gual i fi ed beneficiary. However, refunds may exceed the anpunt
paid into the fund in the follow ng circunstances:

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
pl us 5 percent conpounded interest, or the current rates at
state postsecondary institutions, whichever is |ess.

b. 1In the event of the death or total disability of
the 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.

c. |If an advance paynent contract is converted froma
university plan to a community college plan or a community
coll ege plus university plan, or is converted froma community
coll ege plus university plan to a community coll ege plan, the
amount refunded shall not exceed the difference between the

anmount paid for the original contract and the anount that

woul d have been paid for the contract to which the plan is

converted, had the converted plan been purchased under the

sane paynent plan at the tine the origi nal advance paynent

contract was executed be—the—vatue—of—the—origrnat—advance
payrent—econt+ract—mnus—the—vatue—of—the—contract—after—the

eenversion.

2. No refund shall be authorized through an advance
payment contract for any school year partially attended but
7
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1| not conpleted. For purposes of this section, a school year

2| partially attended but not conpleted shall nean any one

3 | senester whereby the student is still enrolled at the

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

5| before the end of such senester. |f a beneficiary does not

6 | conplete a community college plan or university plan for

7 | reasons other than specified in subparagraph 1., the purchaser
8| shall receive a refund of the anpbunt paid into the fund for

9| the remai ning unattended years of the advance paynent contract
10 | pursuant to rules pronul gated by the board.

11 (7) At a mininmum the board shall nake advance paynent
12 | contracts avail able for tw three independent plans to be

13 | known as the conmmunity col |l ege plan and;the university plan;
14 | ant—the—doermtory—+esidence—ptam—respectively. The board may
15| al so make advance paynent contracts available for a dormtory
16 | resi dence plan

17 (a) Through the community coll ege plan, the advance

18 | paynent contract shall provide prepaid registration fees for a
19 | specified nunber of undergraduate senester credit hours not to
20 | exceed the average nunber of hours required for the conference
21| of an associate degree. The cost of participation in the

22 | community college plan shall be based primarily on the average
23| current and projected registration fees within the State

24 | Community Coll ege System and the nunber of years expected to
25 | el apse between the purchase of the plan on behalf of a

26 | qualified beneficiary and the exercise of the benefits

27 | provided in the plan by such beneficiary. Qualified

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

29 | associated with enrollnent in specific courses. Each

30| qualified beneficiary shall be classified as a resident for

31

8
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tuition purposes pursuant to s. 240.1201 regardl ess of his or
her actual |egal residence.

(b) 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 prinmarily 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. In the event that a qualified beneficiary fails to
be admitted to a state university or chooses to attend a
community college, the qualified beneficiary nay convert the
aver age nunber of senester credit hours required for the
conference of an associate degree froma university plan to a
community college plan and may retain the renmi ni ng senester
credit hours in the university plan or may request a refund
for prepaid credit hours in excess of the average nunber of
senester credit hours required for the conference of an
associ ate degree pursuant to subparagraph (6)(a)7. Each
qgual i fied beneficiary shall be classified as a resident for
tuition purposes pursuant to s. 240.1201 regardl ess of his or
her actual |egal residence.

(c) Through the dormitory residence plan, the advance
payment contract nay shatt provi de prepaid housing fees for a
maxi nrum of 10 senesters of full-tinme undergraduate enroll nment

in a state university. Bermtorytestdence—ptans—are—-optional
9
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1 | and—rray—bepurehased—onty—in—econjuneti-on—wth—a—unversity

2 | ptan— Dormtory residence plans shall be purchased in
3|increments of 2 senesters. The cost of participation in the
4| dormitory residence plan shall be based primarily on the

5| average current and projected housing fees within the State
6 | University System and the nunber of years expected to el apse
7 | between the purchase of the plan on behalf of a qualified

8 | beneficiary and the exercise of the benefits provided in the
9| plan by such beneficiary. Qualified beneficiaries shall bear
10| the cost of any additional elective charges such as |aundry
11| service or |long-distance tel ephone service. Each state

12 | university may specify the residence halls or other

13 | university-held residences eligible for inclusion in the plan
14| In addition, any state university may request inmredi ate

15| termination of a dormitory residence contract based on a

16 | violation or multiple violations of rules of the residence
17 | hall or other university-held residences. Qualified

18 | beneficiaries shall have the highest priority in the

19 | assi gnnent of housing within university residence halls. In
20| the event that sufficient housing is not available for al
21| qualified beneficiaries, the board shall refund the purchaser
22 | or qualified beneficiary an anount equal to the fees charged
23| for dormitory residence during that senester. |If a qualified
24 | beneficiary fails to be admtted to a state university or
25| chooses to attend a community coll ege that operates one or
26 | nore dornmitories or residency opportunities, or has one or
27 | nore dormitories or residency opportunities operated by the
28 | community coll ege direct-support organi zation, the qualified
29 | beneficiary may transfer or cause to have transferred to the
30| community college, or community coll ege direct-support
31| organi zation, the fees associated with dormtory residence.

10
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1| Dornmitory fees transferred to the community col |l ege or

2| community col |l ege direct-support organi zati on may not exceed

3| the maxi mum fees charged for state university dormitory

4 | residence for the purposes of this section, or the fees

5| charged for comunity college or community coll ege

6 | direct-support organization dormtories or residency

7 | opportunities, whichever is |ess.

8 (d) A qualified beneficiary nmay apply a community

9| college plan, university plan, or dormtory residence plan

10 | toward any eligible independent college or university. An

11 | i ndependent coll ege or university which is |ocated and

12 | chartered in Florida, is not for profit, is accredited by the
13 | Conmi ssion on Coll eges of the Southern Association of Coll eges
14 | and Schools or the Accrediting Conmi ssion of the Association
15| of | ndependent Coll eges and School s, and which confers degrees
16 | as defined in s. 246.021 shall be eligible for such

17 | application. The board shall transfer or cause to have

18 | transferred to the eligible independent college or university
19 | designated by the qualified beneficiary an anount not to

20 | exceed the redenpti on value of the advance paynent contract

21 | within a state postsecondary institution. In the event that
22 | the cost of registration or housing fees at the i ndependent

23| college or university is less than the corresponding fees at a
24 | state postsecondary institution, the anount transferred shal
25| not exceed the actual cost of registration or housing fees.

26 | No transfer authorized pursuant to this paragraph shall exceed
27 | the nunber of senester credit hours or senesters of dormitory
28 | residence contracted on behalf of a qualified beneficiary.

29 (e) A qualified beneficiary nay apply the benefits of
30 | an advance paynent contract toward an eligible out-of-state

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

11
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1| which is not for profit, is accredited by a regiona

2 | accrediting association, and which confers baccal aureate

3| degrees shall be eligible for such application. The board

4 | shall transfer, or cause to have transferred, an anmobunt not to
5| exceed the redenption value of the advance paynent contract or
6| the original purchase price plus 5 percent conpounded

7| interest, whichever is |less, after assessnent of a reasonabl e
8| transfer fee. In the event that the cost of registration or

9 | housing fees charged the qualified beneficiary at the eligible
10 | out-of-state college or university is less than this

11 | cal cul ated anount, the amount transferred shall not exceed the
12 | actual cost of registration or housing fees. Any renaining
13 | anmount shall be transferred in subsequent senesters until the
14 | transfer value is depleted. No transfer authorized pursuant
15| to this paragraph shall exceed the nunber of senester credit
16 | hours or senesters of dormtory residence contracted on behalf
17 | of a qualified beneficiary.

18 (11) Moneys paid into or out of the fund by or on

19 | behal f of a purchaser or qualified beneficiary of an advance
20 | paynent contract nmade under this section, which contract has
21| not been terninated, are exenpt, as provided by s. 222.22,

22| fromall clainms of creditors of the purchaser or the

23 | beneficiary. Neither npneys paid into the program nor

24 | benefits accrued through the program nay be pl edged for the
25 | purpose of securing a | oan

26 Section 2. Section 42 of chapter 91-201, Laws of

27 | Florida, is repealed

28 Section 3. This act shall take effect July 1, 1997.

29

30

31
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