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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2164 5%

I NTRODUCED BY NMAI ALE AND CESSAR, JANUARY 19, 1982

REFERRED TO COWM TTEE ON EDUCATI ON, JANUARY 19, 1982

AN ACT

1 Anending the act of August 7, 1963 (P.L.549, No.290), entitled,
2 as anmended, "An act creating the Pennsylvani a Hi gher

3 Educati on Assi stance Agency; defining its powers and duties;
4 conferring powers and inposing duties on the Governor,

5 President Pro Tenpore of the Senate, Speaker of the House of
6 Represent ati ves, Superintendent of Public Instruction and the
7 Department of Auditor General; and naking appropriations,”

8 authorizing the creation of student |oan corporations,

9 further providing for the powers of the agency, authorizing
10 t he agency to issue evidences of indebtedness, providing
11 remedi es for holders of evidences of indebtedness, further
12 providing for eligibility for |oan assistance, further
13 providing for the capacity of mnors, providing for the
14 maki ng and servicing of |oans to student |oan corporations,
15 approved institutions of higher |earning and | ending
16 institutions, further providing for tax exenptions and
17 i nvestnments and naking editorial changes.

18 The General Assenbly of the Conmonweal th of Pennsyl vani a
19 hereby enacts as foll ows:

20 Section 1. The title, act of August 7, 1963 (P.L.549,
21 No.290), referred to as the Pennsylvania H gher Education
22 Assistance Agency Act, anmended Cctober 29, 1969 (P.L.283,
23 No. 116), is anended to read:

24 AN ACT

25 Creating the Pennsyl vania H gher Education Assi stance Agency;



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

defining its powers and duties; authorizing the agency to

i ssue notes, bonds or other evidences of indebtedness;

conferring powers and inposing duties on the Governor,
President Pro Tenpore of the Senate, Speaker of the House of

Representati ves, [Superintendent of Public Instruction]

Secretary of Education and the Departnment of Auditor General;

and maki ng appropriations.

Section 2. Section 2 of the act, amended January 18, 1968
(1967 P.L.952, No.424), is anmended to read:

Section 2. [Purpose.--The] Purposes.--(a) A purpose of such

agency shall be to inprove the higher educational opportunities
of persons who are residents of this State and who are attendi ng

or plan to attend approved institutions of higher education, in

this State or el sewhere, by guaranteeing | oans nade to such
persons to assist themin neeting their expenses of higher
education in accordance with the provisions of this act.

(b)Y Another purpose of such agency shall be to i nprove the

educati onal opportunities of persons who are residents of this

State who are attending or planning to attend approved

institutions of higher learning in this State by maki ng,

servicing or otherwi se providing | oans to student | oan

corporations, approved institutions of higher |earning and

|l ending institutions to provide | ow cost financial assistance to

students or their parents.

Section 3. Section 2.1 of the act, added July 12, 1981
(P.L.264, No.89), is anended to read:

Section 2.1. Definitions.--The foll owi ng words and phrases
when used in this act shall have, unless the context clearly
i ndi cates ot herw se, the neanings given to themin this section:

"Lending institution." Any bank, savings and | oan
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associ ation or other such institution as the board nay desi gnate

doi ng business in the State.

"Residents of this State.” The termshall include, but not
be limted to:

(1) A student applicant who is under eighteen years of age
has a supporting parent or guardi an who has been a domciliary
of this Comonwealth for at least thirty days inmediately

precedi ng the date of receipt by the agency of the application

has been a domciliary of the Cormonwealth for at least thirty
days i mredi ately preceding the date of receipt by the agency of

(3) A student applicant who is accepted for enrollnent in or
is attending an approved institution of postsecondary education
in this Commonweal t h.

(4) A parent who is a domciliary of this Comonweal th or a
parent of a student if such student has been accepted for
enrollment in or is attending an approved institution of
post secondary education in this Comonweal t h.

"Student | oan corporation." A donestic nonprofit corporation

exi sting under the |laws of the Commonweal th formed by an

approved instituti on of higher | earning for the purpose of

providing low interest |oans to residents of this State.

Section 4. Subsection (a) of section 3 of the act, amended
January 18, 1968 (1967 P.L.952, No.424), is anended to read:
Section 3. Governing Bodies.--(a) Such agency shall be

governed and all of its corporate powers exercised by a board of

19820H2164B2761 - 3 -
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di rectors which shall consist of twenty menbers, nineteen of
whom shal | be appointed as hereinafter provided, and the

[ Superi ntendent of Public Instruction] Secretary of Education.

Three nenbers shall be appointed by the Governor, eight shall be
appoi nted by the President Pro Tenpore of the Senate, and ei ght
shall be appointed by the Speaker of the House of
Representatives. Al nenbers shall be of full age, citizens of
the United States and residents of the State, and shall be
appointed for terms of six years each, except that of the
menbers first appointed by the Governor, one shall be appointed
for a termwhich shall expire on June 30, 1965, one for a term
whi ch shall expire on June 30, 1967, and one for a term which
shall expire on June 30, 1969, and of the nmenbers first

appoi nted by the President Pro Tenpore of the Senate, one shal
be appointed for a termwhich shall expire on June 30, 1965, one
for a termwhich shall expire on June 30, 1967, and one for a
term whi ch shall expire on June 30, 1969, and of the nenbers
first appointed by the Speaker of the House of Representatives,
one shall be appointed for a termwhich shall expire on June 30,
1965, one for a termwhich shall expire on June 30, 1967, and
one for a termwhich shall expire on June 30, 1969; and of the
five additional menbers to be appointed by the President Pro
Tenpore of the Senate under this anendnment, one shall be
appointed for a termwhich shall expire on June 30, 1969, two
for a termwhich shall expire on June 30, 1971, one for a term
whi ch shall expire on June 30, 1973 and one for a term which
shall expire on June 30, 1975, and of the five additional
menbers to be appoi nted by the Speaker of the House of
Representati ves under this anmendnent, one shall be appointed for

a termwhich shall expire on June 30, 1969, two for a term which
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shall expire on June 30, 1971, one for a termwhich shall expire
on June 30, 1973 and one for a termwhich shall expire on June
30, 1975. The ei ght menbers appointed by the President Pro
Tenpore of the Senate shall be nenbers of the Senate, four of
whom shall be of the mpjority party and four of the mnority
party, and the eight nmenbers appointed by the Speaker of the
House of Representatives shall be nenbers of the House of
Representati ves, four of whomshall be of the majority party and
four of the mnority party, and any nmenber of the Senate or
House of Representatives hereafter appointed shall serve on the
board only so long as he is a nenber of the particul ar body of
the General Assenbly from which he was appointed to the board,
in which event he shall be ineligible to continue as a nmenber of
the board as a | egislative appointee and a vacancy shall exist.
In such a case the President Pro Tenpore of the Senate or the
Speaker of the House of Representatives shall fill the vacancy
for the unexpired termin the sane manner as ori gi nal

appoi ntments. A nenber of the board of directors who becones
ineligible to serve as a |l egislative appointee shall be eligible
for appoi ntnment by the Governor. The board of directors shal
elect fromits own nenbers each year a chairman and vice

chai rman who shall serve for terns of one year and who shall be
eligible for reelection for successive terns. Vacancies shall be
filled for the unexpired terns in the same nmanner as original
appoi ntnments. Directors shall receive no conpensation for their
services, but shall be reinbursed for their expenses actually
and necessarily incurred by themin the performance of their
duties under this act.

* * %

Section 5. Causes (4), (10) and (11) of section 4 of the

19820H2164B2761 - 5 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

act, clause (4) anended January 18, 1968 (1967 P.L.952, No.424)
and clauses (10) and (11) added Decenber 21, 1977 (P.L. 338,
No. 99), are anended and cl auses are added to read:
Section 4. Powers and Duties.--In furtherance of the
pur poses set forth in this act, the board of directors shal

have the foll owi ng powers:

* * %

(4) To enter into contracts with student | oan corporations,

approved institutions of higher education, |lending institutions

or _any appropriate governnental agency upon such ternms as may be

agreed upon between the board and any such corporation, higher

education institution, lending institution or agency, to provide

for the admi nistration by such corporations, higher education

institutions, lending institutions or agencies of any |oan or

guarantee of a |loan nmade by or arising froma | oan nade by the

agency including applications therefor and repaynent thereof.

(4.1) To make | oans to student | oan corporations, |ending

institutions or to approved institutions of hi gher | earning.

Such | oans shall be nade upon such terns and conditi ons as the

board nmay prescribe within the limtati ons contai ned herein, at

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

pur pose of assisting residents of this State who plan to attend

or are attendi ng any approved instituti on of higher learning in

this State or their parents in neeting their expenses of higher

(4.2) To borrow noney and to i ssue notes, bonds or other

evi dences of indebtedness created thereby subject to the

provi sions of section 4.3. The agency, however, shall have no

power at any tine to pledge the credit or taxing power of the

Commpnweal th or any of its nunicipalities or political

19820H2164B2761 - 6 -
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subdi vi sions, nor shall any of its obligati ons be deened to be

obligations of the Commbpnweal th or any of its political

subdi vi si ons.

(4.3) To pay all costs, fees and charges i ncurred by student

| oan corporations, lending instituti ons or approved institutions

of higher learning incurred in connection with the naki ng and

servicing of |oans and perform ng other functi ons on behal f of

t he agency.

* * %

(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 student | oan corporation, lending institution, approved

institution of higher |earning or person who has obtained or

attenpted to obtain, or aids, assists, or abets in obtaining or
attenpting to obtain, scholarship awards, educational assistance
grants, |loans or |oan guarantees 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
that evidence of crimnal activity exists. In the enforcenent of
crimnal statutes 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.

(11) To execute by wit of execution upon wages, salaries or
commi ssions in the hands of an enployer or any other person in
order to enforce noney judgnents for the repaynent of | oans
aut hori zed, serviced, made or guaranteed under this act]:

Provi ded, however, That such]. Such power of execution may [not]

19820H2164B2761 - 7 -
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be assigned to [any other person or agency nor be enployed for

any ot her purpose by the agency] a student |oan corporation,

|l ending institution or an approved institution of higher

di scretion of the agency, student |oan corporation, |ending

instituti on or approved institution of higher |earning, 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 6. Subsection (a) of section 4.1 of the act, added
Cct ober 29, 1969 (P.L.283, No.116), is anended to read:

Section 4.1. Ineligibility for Loan Assistance.--(a) The

agency, a student | oan corporation, a lending institution and an

approved institution of higher Iearning may deny all forns of

financi al assistance, including |oans, to any student:

(1) W is convicted by any court of record of a crimnal
of fense which was conmtted after the effective date of this act
whi ch, under the laws of the United States or Pennsyl vani a,
woul d constitute a m sdeneanor involving noral turpitude or a
felony; or

(2) Who has been expelled, dism ssed or denied enroll ment by
an approved institution of higher |learning for refusal to obey,
after the effective date of this act, a lawful regulation or
order of any institution of higher education, which refusal, in
the opinion of the institution, contributed to a disruption of
the activities, admnistration or classes of such institution;
or

(3) Who has been convicted in any court or record of any
of fense commtted in the course of disturbing, interfering with

or preventing, or in an attenpt to disturb, interfere with or

19820H2164B2761 - 8 -
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prevent the orderly conduct of the activities, adm nistration or
cl asses of an institution of higher education.

* x *

Section 7. Section 4.2 of the act, added Novenber 26, 1978
(P.L.1291, No.308), is anended to read:

Section 4.2. Loans to State Enpl oyes.--Any person who has
this act and who at anytinme becones or is an enploye of the
Commonweal th or any of its agencies shall be deenmed to have
agreed as a condition of their enploynment with the Commonweal th
to repay such | oan. Any such enpl oye who defaults on the
repaynent of such |oan shall nake imedi ate arrangenents wth
t he enpl oyi ng agency or |oan guarantor to set up a revised | oan
repaynent schedule with the enploye either making direct
paynents to the lending institution, guarantor or its agent or
maki ng such paynents through payroll deductions. Such enpl oye
shall thereupon be notified that if such enpl oye thereafter
defaults on the revised | oan repaynent schedul e, such enpl oye
shall be deened to have breached an essential condition of
enpl oyment and shall be disnmi ssed from Commonweal th servi ce.

Section 8. The act is anmended by addi ng sections to read:

Secti on 4. 3. Eligibility Criteria.--Each approved

institution of higher learning, |ending institution or student

| oan corporation shall have the power to establish criteria for

deternmining eligibility for | oan assi st ance.

Section 4. 4. Bonds.--(a) The agency shall have the power to

i ssue bonds, notes and ot her evidences of indebtedness for the

pur pose of raising funds to nmake | oans pursuant to the

provi sions of this act: Provided, however, That the principal

i nterest and ot her charges thereon are payabl e sol ely and

19820H2164B2761 - 9 -
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exclusively from (i) reserves funded fromthe proceeds of the

sal e of such bonds, notes or other evidences of indebtedness;

(ii) paynents by students or parents to whom the agency, a

student | oan corporation, a lending instituti on or an approved

instituti on of higher |earning has extended a |loan; (iii) other

revenues of the entity to whom the agency has extended a | oan or

any third party insurers or guarantors; or (iVv) any npneys

derived fromthe refundi ng of such bonds.

(b)Y The bonds of the agency shall be authorized by

resol ution of the board of directors of the agency, shall be of

such series, bear such date or dates, mature at such tine or

tines, not exceeding twenty vears fromtheir respecti ve date,

bear interest at such rate or rates, payable at | east

sem annual ly, be in such denom nati ons, be in such form either

coupon or fully reqi stered wi thout coupons, carry such

regi strati on, exchangeability and i nterchangeability privil eges,

be payable i n nedi um of paynent and at such pl ace or places and

be subject to such terns of redenption, with or without pren um

as such resolution or resolutions may provide. The bonds shal

be signed by or shall bear the facsinle signature of such

officers as the agency shall detern ne and coupon bonds shal

have attached thereto i nterest coupons bearing the facsinle

signature of the treasurer agency, all as may be prescribed in

such resol uti on or resolutions. Any such bonds nmay be i ssued and

delivered, notwi thstandi ng that one or nore of the officers

si gni ng such bonds or the treasurer whose facsinile signature

shal|l be upon the coupon, shall have ceased to be such officer

or officers at the tine when such bonds shall actually be

delivered. Said bonds nay be sold at public or private sale for

such price or prices as the agency shall determ ne. Pendi ng the

19820H2164B2761 - 10 -
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preparati on of the definitive bonds, interimrecei pts nmay be

i ssued to the purchaser or purchasers of such bonds and nmay

contain such terns and conditions as the agency may deternine.

Any bond reciting in substance that it has been i ssued by the

agency to aid in the financing of higher education tuition

expenses by qualified students to acconpli sh the public purposes

of this act shall be conclusively deened i n proceedi ngs

involving the validity or enforceability of such bond or

security therefor, to have been i ssued for such purpose.

(c) Any resolution or resolutions authorizing any bonds nay

contai n provisions which shall be part of the contract with the

hol ders thereof, as to (i) pledging the full faith and credit of

t he agency, student | oan corporations, |ending institutions and

approved institutions of higher |earning (but not of the

Commpnweal th or any political subdivision thereof) for such

obligations; (ii) the terns and provi sions of the bonds; (iii)

limtati ons on the purposes to which the proceeds of the bonds

then or thereafter to be i ssued nay be applied; (iv) the setting

asi de of reserves or sinking funds and the requl ati on and

di sposition thereof; (v) limtations on the i ssuance of

addi ti onal bonds; (vi) the ternms and provi sions of any indenture

under which the same nmay be i ssued; and (vii) any other or

addi ti onal agreenents with the holders of the bonds.

(d) The agency may enter into any indentures or other

agreenents, with any bank or trust conpany, includi ng any

Federal agency and may assi gn and pledge all or any of the

recei pts fromthe repaynent of | oans nade pursuant to this act.

Such i ndenture or other agreenment nay contain such provi sions as

may be customary in such instrunents or as the agency nay

aut hori ze, including (but without limtation) provisions as to

19820H2164B2761 - 11 -
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(i) the application of funds and the saf equardi ng of funds on

hand or on deposit; and (ii) the rights and renedi es of the

trustee and the holders of the bonds (which may i ncl ude

restrictions upon the individual right of action of such

bondhol ders):; and (iii) the terns and provi sions of the bonds or

the resol uti ons authorizing the i ssuance of the sane.

(e) Said bonds shall have all the qualities of negoti abl e

i nstrunents under the | aw nerchant and the Uni f or m Conmer ci al

Code of the Commonweal th of Pennsyl vani a.

(f) The rights and renedi es herein conferred upon or granted

to the bondhol ders, shall be in addition to and not in

limtation of any rights and renedies lawfully granted to such

bondhol ders by the resol ution or resol utions providing for the

i ssuance of bonds or by any indenture or other agreenent under

whi ch the sane may be issued. In the event that the agency shal

default in the paynent of principal of or interest on any of the

bonds after the said principal or interest shall beconme due,

whet her at nmaturity or upon call for redenption or in the event

that the agency shall fail or refuse to conply with the

provisions of this act or shall default in any agreenent nande

with the holders of the bonds, the hol ders of twenty-five

percent in aggregate princi pal anount of the bonds then

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

the Recorder of Deeds of Dauphin County and proved or

acknowl edge in the sane manner as a deed to be recorded, nay

appoint a trustee to represent the bondhol ders for the purpose

herei n provided. Such trustee and any trustee under any

i ndenture or other agreenent, may, and upon witten request of

the hol ders of twenty-five percent (or such other percentages as

may be specified in any i ndenture or other agreenent aforesaid)

19820H2164B2761 - 12 -
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in principal anpunt of the bonds then outstanding, shall be in

his or its own nane:

(1) By nandanus or other suit, action or proceedi ng at | aw,

or in equity, enforce all rights of the bondhol ders, incl uding

the right to require the agency to carry out any agreenent as to

or pl edge of the revenues or recei pts of the agency and to

require the agency to carry out any other agreenents with or for

the benefit of the bondhol ders and to performits and their

duti es under this act.

(2) Bring suit upon the bonds.

(3) By action or suit in equity require the agency to

account as if it were the trustee of an express trust for the

bondhol ders.

(4) By action or suit in equity enjoin any acts or things

whi ch may be unlawful or in violation of the rights of the

bondhol ders.

(5) By notice in witing to the agency, declare all bonds

due and payable and if all defaults shall be made good, then

with the consent of the holders of twenty-five percent (or such

ot her percentage as nay be specified in any i ndenture or other

agreenent aforesaid) of the princi pal anbunt of the bonds then

outstandi ng, to annul such declaration and its consequences.

(g) The Commobnweal th Court shall have jurisdiction of any

suit, action or proceedings, by the trustee on behalf of the

bondhol ders. Any trustee appointed by the court or a trustee

acti ng under an i ndenture or other agreenent and whet her or not

all bonds have been decl ared due and payabl e, shall be entitl ed

as of right to the appoi ntnent of a receiver, who nay exercise

domi ni on or receipts fromthe repaynent of | oans made pursuant

to this act fromwhich are or nay be applicable to the paynent

19820H2164B2761 - 13 -
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of the bonds so in default and coll ect and receive all such

recei pts thereafter arising therefromin the sane manner as the

agency or the board m ght do and shall deposit all such npneys

in a separate account and apply the sane in such manner as the

court shall direct. In any suit, action or proceedi ng by a

trustee, the fees, counsel fees and expenses of such trustee and

of the receiver, if any, and all costs and di sbursenents al |l owed

by the court shall be a first charge on any receipts derived

fromthe repaynent of | oans nade pursuant to this act which are

or nay be applicable to the paynent of the bonds so in default.

A trustee shall, in addition to the foregoi ngq, have and possess

all of the powers necessary or appropriate for the exerci se of

any functions specifically set forth herein or in any i ndenture

or other agreenment or incident to the general representati on of

t he bondhol ders in the enforcenent and protecti on of their

Section 9. Section 5 of the act, amended January 18, 1968
(1967 P.L.952, No.424), is anmended to read:
Section 5. Capacity of Mnors.--Any person otherw se

gqualifying for a |loan [guaranteed] or a | oan guarantee by the

agency, a student | oan corporation, a lending institution or an

approved instituti on of higher |earning, shall not be

di squalified by reason of his being under the age of [twenty-
one] eighteen years and, for the purpose of applying for, and

recei ving such | oan or guarantee, any such person shall be
deened to have full legal capacity to act and shall have all the
rights, powers, privileges and obligations of a person of ful
age with respect thereto.

Section 10. Section 6 of the act is anended to read:

Section 6. Contributions to Agency or_ Student Loan

19820H2164B2761 - 14 -
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Cor porations; Tax Deduction Thereof.--Notw thstanding the

provi sions of any general or special |aw or the provisions of
any certificate of incorporation, charter or other article of
organi zati on, any person and all corporations, or associations,
organi zed for the purpose of carrying on business in this State
or authorized to do business in this State, are hereby

aut horized to nake contributions to the Pennsylvania H gher

Educati on Assi stance Agency and any student | oan corporation and

such contributions shall be allowed as deductions in conputing
the net taxable inconme of any such person, corporation or
associ ation for purposes of any incone tax inposed by the State
of Pennsyl vani a.

Section 11. Sections 7 and 7.1 of the act, anended Decenber
30, 1974 (P.L.1111, No.357), are anended to read:

Section 7. Tax Exenption of Corporation.--The property,

i ncone, bonds or other evidences of indebtedness and i nterest

t hereon, and activities of the Pennsylvania H gher Education
Assi stance Agency shall be exenpt fromall taxes and assessnents

and the | oans nade and the | oans guaranteed under this act,

their transfer and the income therefrom (including any profit
made on the sale thereof) and for the purpose of determning the
actual value of shares under Article VIl and Article VIII, act
of March 4, 1971 (P.L.6, No.2), known as the "Tax Reform Code of
1971," the value thereof, shall be at all tines free from
taxation, other than inheritance or gift taxes, inposed by the
Commonweal th or any of its political subdivisions.

Section 7.1. Banks, etc., Authorized to Invest in Loans.--
Al'l banks, bank and trust conpanies, trust conpani es, savings
banks, private banks, building and | oan associations, credit

uni ons and saving and | oan associ ati ons organi zed under the | aws
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of this Commonweal th or the United States and all insurance
conpani es, pension funds and trusts, the State Enpl oyes’
Retirement Fund, the Public School Enployes' Retirenent Fund,
and corporations and associ ati ons approved by the board of
directors, may invest in |oans nade by or guaranteed by the
agency and made for the paynent of expenses incurred or to be

incurred in acquiring an education at a postsecondary

institution of higher |earning.
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Section 12. This act shall take effect in 60 days.

L8L24WVB/ 19820H2164B2761 - 16 -



