PRI OR PRI NTER S NO. 317 PRINTER S NO. 3230

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 311 55

| NTRODUCED BY E. Z. TAYLOR, COWNELL, BURNS, LI VENGOOD, RASCO
WASS, M LLER, SIEM NSKI, LESCOVITZ, DAVIES, D. R WRI GHT,
GALLAGHER, PETERSON, MAI ALE, CESSAR AND O DONNELL,
JANUARY 28, 1981

AS AVENDED ON THI RD CONSI DERATI ON, HOUSE OF REPRESENTATI VES,
APRI L 27, 1982

OCO~NOUITARWNE

AN ACT

Amendi ng the act of August 7, 1963 (P.L.549, No.290), entitled,
as anmended, "An act creating the Pennsylvani a Hi gher
Educati on Assi stance Agency; defining its powers and duties;
conferring powers and inposing duties on the Governor,
President Pro Tenpore of the Senate, Speaker of the House of
Represent ati ves, Superintendent of Public Instruction and the
Department of Auditor General; and naking appropriations,”
creating an Educational Loan Assistance Fund; authorizing the
Pennsyl vani a Hi gher Education Assi stance Agency to borrow
noney and i ssue bonds and ot her evidences of indebtedness
wi t hout pledging the credit of the Conmonweal th; inposing
powers and duties upon and aut hori zing the agency TO FUND
LENDERS AND ELI G BLE POSTSECONDARY | NSTI TUTI ONS FOR LOANS TO
STUDENTS AND PARENTS AND to act as a | ender ineluding TO
PROVI DE ADEQUATE FI NANCI AL Al D FOR UNDERGRADUATE AN GRADUATE
STUDENTS | NCLUDI NG AS an eligible | ender under the provisions
of Part-C-of the Health Professions Education-Assistance Act

of 1976~ APPLI CABLE FEDERAL LAW

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Section 2, act of August 7, 1963 (P.L.549,
No. 290), referred to as the Pennsylvania H gher Educati on
Assi stance Act, anended January 18, 1968 (1967 P.L.952, No.424),

is anended to read:



Section 2. Purpose.--The purpose of such agency shall be to
i nprove the higher educational opportunities of persons who are
residents of this State and who are attendi ng approved
institutions of higher education, in this State or el sewhere, by

making— [ guar ant eei ng] —servieing—or—otherwise providing [l oans

Frade} to such persons to assist] ASSI STING themin neeting <—

AN
|

t heir expenses of higher education in accordance with the
provi sions of this act—Fhetermresident——asusedinthis <—
__shall—inelude| be_Lim | ’ | ho_i
W ] . . i |

. . . e hil | . I L hi - Ltk
AND BY ENABLI NG THE AGENCY, LENDERS AND POSTSECONDARY <—

I NSTI TUTI ONS TO MAKE | NI TI AL OR SUPPLEMENTAL LOANS AVAI LABLE TO

STUDENTS AND PARENTS FOR POSTSECONDARY EDUCATI ON PURPGSES.

Section 2. Section 4 of the act, anmended May 8, 1965
(P.L.53, No.41), January 18, 1968 (1967 P.L.952, No.424),
Decenber 30, 1970 (P.L.947, No.297), Decenber 30, 1974
(P.L.1111, No.357) and, December 21, 1977 (P.L.338, No.99), JULY <—
12, 1981 (P.L.264, NO 89) AND NOVEMBER 25, 1981 (P.L.417,
NO. 130), is anended to read:
Section 4. Powers and Duties.--In furtherance of the
purposes set forth in this act, the board of directors shal
have the foll owi ng powers:

(1) To neke, guarantee, undertake commtnents to nake and

participate with | endi ng OR POSTSECONDARY i nstitutions in the <—

maki ng of |oans, service or otherw se provide | oans of nobney

upon such ternms and conditions as the board nmay prescribe within

the limtations contai ned herein or applicable Federal |aw at

such rates of interest as are determ ned by the agency, to

| enders, POSTSECONDARY | NSTI TUTIONS and to persons who are <—
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residents of this State and who plan to attend or are attending
any approved institution of higher education eligible under this

act or applicable Federal law, in this State or el sewhere to

assist themin neeting their expenses of higher education. No
such person shall receive any |oan or | oan guarantee in excess
of [one thousand five hundred dollars ($1500) for any academc
year and no such person shall receive a total |oan guarantee of
nore than seventy-five hundred dollars ($7500) except if such

| oans are] annual and maximumlinmts as established by the board

of directors or in conpliance with linmts established for | oans

funded, guaranteed or reinsured under Federal |aws. Such | oans
or |l oan guarantees shall becone due and payable at the direction
of the board of directors [and the board of directors may extend
the repaynent period not to exceed fifteen years fromthe date
of execution of the note or other witten evidence of the | oan
or as allowed under Federal |aw when the |oan is guaranteed or
rei nsured under Federal |aws].

(1.1) As a public corporation and body politic subject to

exam nation by the Auditor General of the Commonweal th, the

agency shall be deened an "eligible |l ender" as defined in Part B

of Title IV of the Federal Hi gher Education Act of 1965 and in

Part C of the Heal th Professi ons Educati onal Assi stance Act of

1976, and pursuant to the provisions of [the act] those acts and

any subsequent anendnents thereto or other applicabl e Federal

prograns, be entitled to exercise all the authority, rights and

privileges of an "eligible |l ender."” Such authority, rights and
privileges shall include but not be limted to the foll ow ng:
(i) To do whatever is necessary to enable students [with

whom t he agency makes an insured | oan] who are parties to | oans

nmade, FUNDED or quaranteed under this act to qualify for Federal

19810H0311B3230 - 3 -
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i nterest subsidy [and], special allowance, |oan forgiveness or

ot her applicabl e benefits.

(i1i) To charge and collect premunms for insurance on | oans

and ot her appropriate charges and pay to the Secretary of

Heal t h, Educati on and Welfare such i nsurance prenm uns or other

charges as are appropriate or requi red by applicabl e Feder al

statutes or agreenents.

(I''l') TO ENTER | NTO CONTRACTS W TH SCHOCLS, LENDERS

I NDI VI DUALS, CORPORATI ONS, THE STUDENT LOAN MARKETI NG

ASSQOCI ATI ON, OTHER AGENCI ES OF THE COMWONWEALTH, OTHER STATES
AND THE FEDERAL Government to nake, service, invest in,

PURCHASE, nmke conmitnments to purchase, take assi gnnents of, or

adm ni ster student | oans nmade or insured under this act, the

Heal t h Prof essi ons Educati onal Assi stance Act of 1976, or other

prograns approved by the board of directors and to provide for

| oan forgi veness, | oan consolidation, |loan referral service and

graduat ed repaynent. Loans to | enders OR POSTSECONDARY

| NSTI TUTI ONS nade under this subsecti on may be nade under terns

and conditions requiring that the funds so | oaned be used for

the maki ng of | oans to categories of students as defi ned and

establ i shed by the agency. ANY SUCH CONTRACT OF THE AGENCY TO

SERVI CE STUDENT LOANS SHALL NOT BE SUBJECT TO THE PROVI SI ONS OF
THE ACT OF JUNE 21, 1957 (P.L.390, NO 212), REFERRED TO AS THE
Rl GHT- TO- KNOW LAW FOR PURPOSES OF THI S CLAUSE, CONTRACT SHALL
I NCLUDE SCHEDULES OR EXHI BI TS RELATI NG TO PRI CI NG OR SCHEDULES
RELATI NG TO EQUI PMENT, TI ME CHARGES, SERVI CE CHARCGES OR OTHER
CHARCES PERTI NENT TO AN AGENCY CONTRACT TO SERVI CE STUDENT

19810H0311B3230 - 4 -
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LOANS. ANY CI TI ZEN OF THE COVMONVEALTH OF PENNSYLVANI A WHO
DESI RES TO EXAM NE, | NSPECT OR COPY ANY SUCH CONTRACT SHALL
APPLY TO THE ATTORNEY GENERAL. UPON RECElI PT OF ANY SUCH
APPLI CATI ON, THE ATTORNEY GENERAL SHALL CAUSE A REVI EW OF THE
CONTRACT TO DETERM NE | F THE DI SCLOSURE OF THE CONTENTS OF THE
CONTRACT COULD CAUSE A LOSS OF REVENUE TO ANY COVMONWEALTH FUND
OR TO THE AGENCY. |F THE ATTORNEY GENERAL DETERM NES THAT IT IS
UNLI KELY THAT A LOSS OF REVENUE TO ANY COMVONWEALTH FUND OR THE
ACGENCY COULD OCCUR, THE ATTORNEY GENERAL MAY GRANT THE
APPL| CATI ON AND ORDER THE AGENCY TO PERM T THE CI TI ZEN TO
EXAM NE, | NSPECT OR COPY THE CONTRACT. OIHERW SE, THE ATTORNEY
CENERAL SHALL DENY THE APPLI CATI ON. THE ATTORNEY GENERAL SHALL
ALSO HAVE THE POVNER TO DETERM NE THAT PORTI ONS OF THE CONTRACT
MAY BE EXAM NED, | NSPECTED OR COPI ED AND OTHER PORTI ONS MAY NOT.
THE AGENCY MAY ADOPT AND ENFORCE REASONABLE RULES, SUBJECT TO
THE APPROVAL OF THE ATTORNEY GENERAL, GOVERNI NG THE EXAM NATI ON,
I NSPECTI ON OR COPYI NG OF ANY SUCH CONTRACTS. THE ATTORNEY
CENERAL SHALL MAKE A DETERM NATI ON FOR ANY APPL| CATI ON WTHI N
TH RTY DAYS OF RECEI PT THERECF.

(iv) To purchase stocks, securities, and the obligations

i ssued by the Student Loan Marketing Association, and to use its

i nsured and ot her student | oans as security for | oans and ot her

fornms of advances fromthe Student Loan Marketi ng Associ ati on or

others, including |l enders participating or investing in | oans

made under this act.

(v) To be issued certificates of | oan i nsurance by—the

Secretary—of Health—Fducationand Wl fare as set forth in
Section 732, Part C, Title IV, of the Heal th Professi ons

Educati onal Assi stance Act of 1976 or other appropri ate Federal

| egi sl ati on.
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(1.2) TO GUARANTEE LOANS TO PARENTS AS AUTHORI ZED BY FEDERAL <—
LAW PART B, TITLE IV, OF THE FEDERAL H GHER EDUCATI ON ACT, AS
AMVENDED, AND TO OTHER PERSONS FOR PURPCSES OF ATTENDI NG
POSTSECONDARY EDUCATI ONAL | NSTI TUTI ONS FROM FUNDS OTHER THAN
THOSE APPROPRI ATED BY THE COMVONWEALTH AND TO PAY SUCH | NTEREST
AND COSTS OR ANY PARTS THERECOF AND FOR SUCH PERI OD OF TI ME AS
MAY BE AUTHORI ZED BY THE BOARD OF DI RECTORS OF THE AGENCY AND ON
LOANS GUARANTEED FOR | NDI VI DUAL STUDENTS AND PARENTS WHO
OTHERW SE WOULD NOT QUALI FY FOR FEDERAL OR OTHER | NTEREST
SUBSI DY.

(2) To [provide for nonthly paynments during this extended

period] pay costs and fees incurred by |Ienders and others in

maki ng | oans, advanci ng funds representi ng | oans i ssued through

a line of credit advanced by the agency or the | ender and

perform ng other functions on behalf of the agency.

(3) To take, hold [and], adm nister, assign, |end, encunber,

nortgage, invest or otherw se di spose of, at public or private

sal e, on behalf of the agency and for any of its purposes, real
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property, personal property and noneys or any interest therein

i ncludi ng any nortgage or |loan interest owned by it or under its

control or in its possession, and the incone therefrom either

absolutely or in trust. The board may acquire property or noneys

for such purpose by purchase or | ease and by the acceptance of

gifts, grants, bequests, devises or |oans—anrd—+ay. THE BOARD <—
MAY, WTH THE APPROVAL OF THE GOVERNOR, borrow noneys by naki ng

an i ssuing notes, bonds, and ot her evidences of indebtedness of

t he agency and by nmki ng and i ssui ng refundi ng notes, bonds, and

ot her evi dences of indebtedness, as the agency may fromtine to

time determ ne necessary to make and i ssue FOR THE PURPOSE OF <—

PURCHASI NG, MAKI NG OR GUARANTEEI NG LOANS TO STUDENTS, PARENTS

OR TO LENDI NG I NSTI TUTI ONS OR TO POSTSECONDARY | NSTI TUTI ONS FOR

THE PURPOSE OF STUDENT LOANS but no obligation of the agency

shall be a debt of the State and it shall have no power to

pl edge the credit or taxing power of the State nor to make its
debt s payabl e out of any noneys except those of the corporation.
Al'l accrued and future earnings [up to a nmaxi mum of six hundred
t housand dol I ars ($600, 000)] from funds invested by the board of
directors are hereby appropriated to the agency [to guarantee
the | oans of noneys as provided in this act and for paynment of
expenses in] for carrying out all of the functions of the agency
[for the fiscal year comrencing July 1, 1970. The paynent of
expenses in carrying out the provisions of this act shall be
from funds appropriated by the General Assenbly for that purpose
and for the fiscal year comencing July 1, 1970 one per cent of
all funds appropriated by the General Assenbly for schol arships
to be adm nistered by the agency are hereby appropriated to the
agency up to a maxi mum of three hundred ninety-four thousand

dol lars ($394,000) and rmay be used by it for the paynment of
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expenses of carrying out the provisions of this act]; such <—

appropri ati ons shal | -—Apprepriationstothe agency may—at—the <—
di-seretieon—of the beard- be augnented by such earnitngs—and other <—

funds as shall becone available fromtine to tinme ireluding <—

these fromthe Federal governnment, insurance pren uns and

charges assessed by the agency, earntngs—ofthe agenrey— or <—

contributions for the same purpose. For the purpose of

adm ni stration, the agency shall be subject to the follow ng
provi sions of "The Adm nistrative Code of 1929:" sections [601,

602, 603 and 604] 610, 613, 614 and 615.

(4) To enter into contracts with or provide funds to

approved and OR eligible institutions of higher education upon <—

such terns as may be agreed upon between the board and any such
institution, to provide for the adm nistration by such

institutions of any [guarantee of a] | oan nade, guaranteed or

[repaynent] disbursenent and paynent thereof, and to acquire

Federal noneys to establish | oan progranms for students attendi ng

such institutions.

(5) To establish and fromtine to time revise and publish a

list of approved and OR eligible institutions of higher <—

educati on.

(6) To adopt rules and regul ations not inconsistent with | aw
governing matters relating to its activities and to adopt such
other rules and regul ations and to perform such other acts as
may be necessary or appropriate to conply with applicable
Federal | egislation.

(7) To performsuch other acts as nay be necessary or
appropriate to carry out effectively the objects and purposes of

t he agency as specified in this act.
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(8) To take, hold and adm ni ster for the purpose of

[granti ng schol arshi ps,] the agency, real property, personal

property and noneys, or any interest therein, and the incone
therefrom either absolutely or in trust, by the acceptance of

gifts, grants, bequests, devises or |oans, but no obligation of

t he agency shall be a debt of the [State] Commobnwealth and it
shall have no power to pledge the credit or taxing power of the

[State] Commonwealth or to nake [their] the agency's debts

payabl e out of any noneys except those of the agency.

(9) To conduct investigations to determ ne whet her
applications or inconme tax and other data subnmitted to the
agency contain any msrepresentations or fal se statenents nade
for the purpose of cheating or defraudi ng. Woever, by any fal se
pretense, knowingly and with intent to defraud, procures,
obtains, or attenpts to obtain, or aids, assists, or abets, in

obtaining or attenpting to obtain fromor through the

Pennsyl vani a Hi gher Education Assi stance Agency or _under this
act any noneys, schol arship awards, educational assistance
grants, loans or |oan guarantees shall be liable to the agency
for an anobunt equal to three tinmes the anount obtai ned.

(10) To establish an investigation unit which shall have the
power and duty to:

(1) investigate alleged violations of all crimnal statutes
related to fraud or a breach of fiduciary obligation commtted
by any person who has obtained or attenpted to obtain, or aids,
assists, or abets in obtaining or attenpting to obtain,
schol arshi p awards, educational assistance grants, |oans or |oan
guar antees or other noneys fromthe agency; and

(ii) work in conjunction with the appropriate prosecuting

authorities in the prosecution of cases where it is determ ned

19810H0311B3230 - 9 -
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that evidence of crimnal activity exists. In the enforcenent of
crimnal statutes OR I NVESTI GATIONS related to fraud or a breach <—
of fiduciary obligation under this clause, the staff of the
investigation unit shall have the powers of |aw enforcenent
officers; AND <—
(1'1'1) PRESENT TO THE BOARD OF DI RECTORS OF THE AGENCY,
EVI DENCE OF PROBABLE VI CLATI ONS OF CRI M NAL STATUTES RELATED TO
FRAUD OR A BREACH OF FI DUCI ARY OBLI GATI ON AND REQUEST THE BOARD
TO | SSUE AN ORDER OF SUBPCENA DUCES TECUM TO OBTAI N ORI G NAL
DOCUMENTS SUBM TTED BY | NDI VI DUALS FOR THE PURPCSE OF OBTAI NI NG
LOANS OR LOAN GUARANTEES OR OTHER MONEYS FROM THE AGENCY. THE
BOARD OF DI RECTORS SHALL HAVE THE POANER TO | SSUE A SUBPOENA
DUCES TECUM FOR SUCH PURPOSES UNDER THE HAND OF | TS CHAlI RVAN
UPON A MAJORITY VOTE OF I TS MEMBERSH P OF A FI NDI NG THAT A
PROBABLE VI OLATI ON OF SUCH CRI M NAL STATUTES HAS OCCURRED
(11) To execute by wit of execution upon wages, salaries or
commi ssions in the hands of an enpl oyer or any other person in
order to enforce noney judgnents for the repaynment of all | oans
aut hori zed, serviced, insured, made, FUNDED or guarant eed under <—

this act or Federal Law. Provided, however, That such power of

execution may not be assigned to any other person or agency nor
be enpl oyed for any other purpose by the agency. Such power of
execution may be exercised at the discretion of the agency, but
under no circunstances may an anount in excess of ten percent of
the pay of an obligor be subject to execution during any given
pay peri od.

Section 3. Section 5 of the act, anmended January 18, 1968
(1967 P.L.952, No.424), is anmended to read:

Section 5. Capacity of Mnors.--Any person otherw se

qual i fying for a |loan nade, guaranteed, serviced, or otherw se

19810H0311B3230 - 10 -
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provi ded for by the agency, shall not be disqualified by reason

of [his] being under the age of [twenty-one] eighteen years
and[, for the purpose of applying for, and receiving such
guarantee,] any such person shall be deened to have full |egal
capacity to act and shall have all the rights, powers,
privileges and obligations of a person of full age with respect
t her et o.

Section 4. The act is anmended by addi ng sections to read:

Section 5. 1. Educati onal Loan Assi stance Fund.--There i s

hereby created a fund within the State Treasury to be known as

t he Educati onal Loan Assi stance Fund. The fund shall be a

continuing fund in which may be deposited noneys received from

repaynents of principal on |loans fromthe fund, and paynents of

i nterest and other fees and charges with respect to | oans nade

pursuant to this act, insurance prem uns and charges assessed

and col |l ected by the agency on | oans nade fromthe fund,

appropri ations made to the fund by the General Assenbly,

proceeds of the sale of notes, bonds or other indebtedness to

the extent and in the manner provided in the resol ution of the

agency aut hori zi ng i ssuance thereof, other npneys received from

any other source for the purpose of the fund, and noneys

received fromthe Federal Governnent of the United States for

t he purposes of the fund or this act. Except as ot herw se

provided for in any contract with the bondhol ders al

appropri ati ons and paynents made into the fund may be appli ed

and reapplied as the agency shall direct and shall not be

subj ect to | apsi ng.

Secti on 5. 2. Bonds, Notes and ot her | ndebt edness. --(a)

Subject to the linmtations contained in this section, the agency

may fromtine to tine by resolution AND WTH THE APPROVAL OF THE

19810H0311B3230 - 11 -
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GOVERNOR aut hori ze the i ssuance of its negoti abl e bonds, notes <—

and ot her evi dences of indebtedness, including certificates of

partici pation, in such anpbunts, bearing such interest rates and

terns and maturing in such anounts and at such tines as the

board of directors nmay prescri be by resol uti on. THE PROCEEDS <—

REALI ZED FROM THE SALE OF NOTES, BONDS OR SIM LAR | NDEBTEDNESS

SHALL BE USED FOR THE PURPOSE OF PURCHASI NG _MAKI NG OR

GUARANTEEI NG LOANS TO STUDENTS OR PARENTS, OR TO LENDI NG

I NSTI TUTI ONS OR POSTSECONDARY | NSTI TUTI ONS FOR THE PURPOSE OF

STUDENT LOANS AND THE COST OF | SSUANCE OF THE | NDEBTEDNESS, THE

ESTABLI SHVENT OF RESERVE FUNDS FROM THE PROCEEDS COF THE

| NDEBTEDNESS, ADM NI STRATI ON OF THE LOANS PURCHASED, MADE OR

GUARANTEED AND OTHER COSTS ASSOCI ATED W TH LOANS PURCHASED, NMADE

OR GUARANTEED W TH FUNDS FROM THE PROCEEDS OF THE | NDEBTEDNESS.

THE AGGREGATE PRI NCI PAL_AMOUNT OF BONDS, NOTES AND SIM LAR

EVI DENCES OF | NDEBTEDNESS OF THE AGENCY SHALL NOT EXCEED TEN PER

CENT _OF THE TOTAL LOANS GUARANTEED BY THE AGENCY.

(b) Except as otherwi se required by the agency, the bonds,

notes and ot her evi dences of indebtedness of the agency shall be

general obligati ons of the agency payable out of the proceeds of

| oans nmade under this act, reserve funds created therefor by the

agency, any insurance contracts pertai ning thereto, and other

|lawful ly avail abl e noney, subject only to any agreenents with

the hol ders of the bonds, notes or other evidences of

i ndebt edness of the agency, pl edgi ng any particul ar recei pts or

revenues. Bonds, notes or other evidences of indebtedness i ssued

under the provisions of this act shall not be deened to

constitute a debt of the Commpbnwealth or a pledge of the faith

and credit of the Commpnweal th. Al such bonds, notes and ot her

evi dences of indebtedness shall contain on the face thereof a
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statenent to the foregoing effect and to the effect that the

agency shall be obligated to pay the sane or the interest

thereon only from such nobneys or revenues, proceeds, reserve

funds, insurance contracts, and such other nobneys of the agency,

and that neither the faith and credit nor the taxi ng power of

the Commonwealth is pledged to the paynent of the principal of

or the interest on such bonds, notes or other evidences of

i ndebt edness.

(c) To secure paynent of such bonds, notes or other

evi dences of indebtedness, the agency nay establish one or nore

reserve funds and prescri be by resol uti on the sources of

deposits therein, the i nvestnent of anmpbunts therein, and the

limtations on withdrawals from such funds. Anong ot hers, the

agency nmay create one or nore debt service reserve funds wherein

speci fied deposits may be made and may require that such

deposits shall be used solely for the paynent of princi pal of,

redenption premium if any, and interest on the agency's bonds,

notes or other obligations. The agency nmay require that

wi thdrawal s of anpbunts in any such debt service reserve fund not

be nade at any tinme in such anpbunt as to reduce the anmount in

such reserve fund to | ess than the anpbunt whi ch the agency shal

deternine by resolution to be reasonably necessary for the

pur poses of such reserve fund (referred to herein as the debt

service fund requirenent), except for the purpose of paying

princi pal of, redenption premium if any, and interest on the

bonds, notes or any obliqgati ons secured by such reserve fund for

t he paynent of which other specified noneys of the agency are

not avail abl e, and except that any incone or interest earned by,

or any increnent to, any such reserve fund by reason of

i nvest nent of anpunts therein may be transferred to any other
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fund or account of the agency to the extent such transfer does

not reduce the anount in such debt service reserve fund bel ow

the anpunt of its debt service reserve fund requirenent.

(d) The bonds, notes and ot her evi dences of indebtedness of

t he agency shall be signed by the chai rman who nmay use a

facsimle signature for this purpose. The bonds nmay be i ssued as

seri al bonds payable in annual installnents or as term bonds or

as a conbi nation thereof. The obligati ons of the agency shal

bear interest at such rate or rates, be in such denom nati ons,

have such reqgistration privil eges, be executed in such nmanner,

be payable in such nmedi um of paynent, at such place or pl aces

within or without the Commonweal th, be subject to such terns of

redenpti on and maturity, and contain such other terns as the

board of directors nmay deternm ne. The notes and bonds of the

agency may be sold by the agency at public or private sale at

such price or prices as the board of directors determ nes. |f

the CHAI RMAN OF THE board of directors whose signature appears

on any notes or bonds or coupons ceases to act in that capacity

before the delivery of such notes or bonds, his signature is

valid and sufficient for all purposes as if he had remnined in

office until such delivery.

(e) The agency may i ssue refundi ng obligations to refund any

obli gati ons then outstandi ng whi ch have been i ssued under the

provi sions of this act, including the paynent of any redenption

prem um thereon and any interest accrued or to accrue to the

date of redenpti on of such obligati ons and for any statutory

pur pose of the agency.

(f) No director of the agency nor any person executi ng

bonds, notes or other evidences of indebtedness of the agency

shal|l be subject to personal liability or accountability solely

19810H0311B3230 - 14 -
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by reason of his execution of such obligati ons or the i ssuance

t her eof .

(G _ ALL BOND MANACERS OR BOND CO MANAGERS SHALL EMPLOY AT

LEAST ONE HUNDRED PERSONS OR FOUR PERCENT OF THE TOTAL NUMBER OF

THEI R PERSONNEL | N THE COMVONVEALTH DURI NG THE TI ME THEY ARE

MANAGERS OR CO- MANAGERS OF THE BOND | SSUE. AS USED IN TH' S

SUBSECTI ON, THE TERM "BOND NMANAGERS" DOES NOT | NCLUDE BOND

UNDERVRI TERS

Section 5.3. Agreenents with Bondhol ders; Lien of Pl edge.--

(a) The agency in issuing any bonds, notes or other obligations

may contract with the holders thereof as to:

(1) Pledging revenues of the agency to secure the paynent of

t he bonds, notes or other obligati ons subject to such agreenents

with holders of obligations of the agency as nmay then exi st.

(2) Pledging assets of the agency to secure the paynent of

t he bonds, notes or other obligati ons subject to such agreenents

with holders of obligations of the agency as nmay then exi st.

(3) The setting aside of reserves or sinking funds and the

requl ati on and di spositi on thereof.

(4) Limtations on the purpose to which the proceeds of sale

of bonds, notes or other obligati ons nay be applied and pl edgi ng

such proceeds to secure the paynent of the bonds, notes or other

obligations or of any issue thereof.

(5) Limtations on the i ssuance and terns of additi onal

bonds, notes or other obligations, and the refundi ng of

out st andi ng or ot her bonds, notes or other obligations.

(6) The procedure, if any, by which the terns of any

contract with notehol ders or bondhol ders may be anended or

abrogated, the anount of bonds, notes or other obligations the

hol der of which nust consent thereto, and the manner in which

19810H0311B3230 - 15 -
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such consent nay be given.

(7) Vesting in a trustee or trustees such property, rights,

powers and duties in trust as the board of directors nmay

deternine, which may include any or all of the rights, powers

and duties of the trustee appointed by the bondhol ders pursuant

to this act and linmting or abrogating the right of the

bondhol ders to appoint a trustee under this act or limting the

ri ghts, powers and duties of such trustee.

(8) Defining the acts which shall constitute a default in

the obligati ons and duties of the agency to the holders of the

bonds, notes or other obligations and providing for the rights

and renedies of the holders of the bonds, notes and ot her

obligations in case of such default, but such rights and

renedi es shall not be inconsistent with the general |aws of this

Commpnweal th and the other provisions of this act.

(9) Any other matters, of like or different character, which

in any way affect the security or protection of the hol ders of

t he bonds, notes or other obligations.

(b) Any pledge made by the agency is valid and binding from

the tine when the pledge is nmade. The revenues, nobneys or

property so pl edged and thereafter received by the agency are

i medi ately subject to the |lien of such pl edge w t hout any

physi cal delivery thereof or further act, and the lien of any

such pledge is valid and bindi ng as agai nst all persons havi ng

clainse of any kind in tort, contract or otherw se agai nst the

agency, whether or not such persons have notice thereof. Neither

t he proceedi ngs of the agency relating to the bonds, notes or

ot her obligati ons nor any other instrunent by which a pledge is

created need be recorded.

Section 5.4. Trust |ndenture.--Bonds, notes or other
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evi dence of i ndebtedness i ssued by the agency may be secured by

a trust indenture or trust indentures by and between the agency

and a corporate trustee, which may be any trust conpany or bank

havi ng the power of a trust conpany within or outside this

Commpnweal th. Such trust indenture nmay contain such provisions

for protecting and enforcing the rights and renedi es of the

hol ders thereof, as nmay be reasonabl e and proper and not in

violation of |law, including covenants setting forth the duties

of the agency in relation to the exercise of its statutory

powers and the custody, safeguardi ng and application of al

noneys. The agency may provide by such trust indenture for the

paynent of the proceeds of such obligati ons of the agency and

the revenues to the trustee under such trust indenture or other

depository, and for the nethod of di sbursenent thereof, with

such safeguards and restrictions as the board of directors nay

deternmine. Al expenses incurred in carrying out such trust

i ndenture may be treated as part of the operati ng expenses of

t he agency. Such trust indenture nmay linmt or abrogate the ri ght

of the hol ders of any bonds, notes or other obligations of the

agency to appoint a trustee under this act or linmt the rights,

powers and duties of such trustee.

Secti on 5.5. Rul es and Requl ati ons.--The rul es and

requl ati ons of the agency under section 4 (6) relating to the

maki ng of loans to lending institutions shall require that such

|l oans (i) be evidenced by instruments delivered by each | endi ng

institution to the agency constituti ng such | oan i ndebt edness a

general obligation of such lending institution, and (ii) be

secured as to paynent by a pl edge of and |ien upon coll ateral

security. The agency may require that any such security be

| odged with a bank or trust conpany, |ocated within or outside

19810H0311B3230 - 17 -
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t he Commonweal th, desi gnated by the agency as custodi an

t her ef or.

Secti on 5. 6. Bonds, Notes and Obli gati ons as Legal

| nvest nents. --The bonds, notes and ot her evi dences of

i ndebt edness of the agency are securities in which all public

officers and bodi es of the Commonweal th and all municipalities

and nuni ci pal subdivi sions, all insurance conpani es and

associ ati ons, and other persons carrying on an insurance

busi ness, all banks, trust conpani es, savi ngs banks and savi ngs

associ ati ons, savings and | oan associ ati ons, i nvest nent

conpani es, all adm nistrators, guardi ans, executors, trustees

and other fiduciaries, and all other persons whatsoever who are

now or nay hereafter be authorized to i nvest in bonds or other

obligati ons of the Commpbnweal th may properly and | egally invest

funds, including capital in their control or belonging to them

Section 5.7. Renedi es of Bondhol ders and Not ehol ders. - -

(1) In the event that the agency shall default in the

paynent of principal of or interest on any i ssue of bonds, notes

or other obligations after the sane shall beconme due, whether at

maturity or upon call for redenption, and such default shal

continue for a period of thirty days, or in the event that the

agency shall fail or refuse to conply with the provi si ons of

this act, or shall default in any agreenent made with the

hol ders of any issue of bonds, notes or other obligations, the

hol ders of twenty-five per cent in agqgregate princi pal anpunt of

t he bonds, notes or other obligati ons of such i ssue then

outstandi ng, by instrunent or instrunents filed in the office of

the clerk of the county in which the principal office of the

agency is | ocated, and proved or acknow edged in the sane nmanner

as a deed to be recorded, may appoint a trustee to represent the

19810H0311B3230 - 18 -
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hol ders of such bonds, notes or other obligations for the

pur poses herein provided.

(2) Such trustee nmay, and upon witten reqguest of the

hol ders of twenty-five percent in the principal anpunt of such

i ssue of bonds, notes or other obligati ons then outstandi ng

shall, in his or its own nane, (i) by suit, action or

proceedi ng, enforce all rights of the holders of such

obligations to require the agency to carry out its aqreenents

with the holders thereof and to performits duties under this

act: (ii) bring suit upon such bonds, notes or other

obligations; (iii) by action, suit or proceeding, require the

agency to account as if it were the trustee of an express trust

for the hol ders of such bonds, notes or other obligations; (ivV)

by action, suit or proceeding, enjoin any acts or things which

may be unlawful or in violation of the rights of the hol ders of

such bonds, notes or other obligations; and (v) declare al

such bonds, notes or other obligations to be i medi ately due and

payable and, if all defaults shall be nade good then with the

consent of the holders of twenty-five per cent of the principal

anount of such i ssue of bonds, notes or other obligations then

out st andi ng, annul such declaration and its consequences.

(3) Such trustee shall in addition to the foregoi ng have and

possess all the powers necessary or appropriate for the exercise

of any functions specifically set forth herein or incident to

the general representation of holders of such obligations in the

enforcenent and protection of their rights.

Section 5.8. Tax Exenption.--1t is hereby determ ned that

the creation of the agency is in all respects for the benefit of

the people of the Commonwealth, for the i nprovenent of their

health and wel fare, and for the pronoti on of the econony, and

19810H0311B3230 - 19 -



1 that said purposes are public purposes and the agency will be

2 perfornmng an essential governnental function in the exercise of
3 the powers conferred upon it by this act, and the Conmonwealth

4 covenants with the purchasers and all subsequent hol ders and

5 transferees of bonds, notes and other obligations that the

6 bonds, notes and other obligations of the agency issued pursuant
7 to this act and the incone therefromshall at all tines be free
8 fromtaxation, except for estate or gift taxes and taxes on

9 transfers.

10 Section 5.9. Covenant by Conmmonwealth Not to Limt or Alter
11 Powers Vested in Agency.--The Conmpnweal th of Pennsyl vani a does
12 hereby pledge to, covenant and agree with the holders of any

13 bonds, notes or other obligations issued pursuant to the

14 authority of this act, that the Conmonwealth will not limt or
15 alter the rights or powers hereby vested in the agency to

16 performand fulfill the terns of any agreenent made with the

17 holders of such bonds, notes or other obligations, or in any way
18 inpair the rights or renedies of such hol ders.

19 Section 5.10. Severability.--Fae (A) EXCEPT AS PROVIDED IN <—
20 SUBSECTION (B), THE provisions of this act are severable, and if
21 any part or provisions hereof, or the application thereof to any
22 person or circunstance, shall be adjudged by any court of
23 conpetent jurisdiction to be invalid or unenforceable, such
24 judgnent shall not affect, inpair or invalidate the renmainder of
25 this act or the application of such provision to any other
26 person or circunstance, but shall be confined in its operation
27 to the provision, person or circunstance directly involved in
28 the controversy in which such judgnent shall have been rendered.
29 (B) THE PROVI SI ONS OF SECTION 5.2 WHI CH STATE THAT THE <—

30 BONDS, NOTES OR EVI DENCES OF | NDEBTEDNESS OF THE AGENCY SHALL
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NOT_BE DEEMED TO CONSTI TUTE A DEBT OF THE COVMONWEALTH OR A

PLEDGE OF THE FAITH AND CREDIT OR THE TAXI NG PONER OF THE

COMVONVEALTH ARE EXPRESSLY MADE NONSEVERABLE

Section 5.11. Venue.--Venue for all legal actions in which

the discretion of the agency, in any other county authorized by

1
2
3
4
5 the agency is a party shall be proper_in Dauphin County and, in
6
7 law.

8

Section 5. This act shall take effect imediately.
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