Informational Hearing: HB 1786 and HB 1773
PA House Veterans Affairs & Emergency Preparedness Committee
September 5, 2019
PHEAA Testimony
Elizabeth Mccloud - PHEAA Vice President, State Grant and Special Programs

Chairman Barrar, Chairman Sainato, and members of the Committee - on behalf of Jim Steeley,
PHEAA's President and CEO, as well as the PHEAA Board of Directors, I would like to thank you
for the opportunity to speak with you today as you consider House Bills 1786 and 1773,
legislation that would create the First Responder Loan Forgiveness Program and the Active
Volunteer Tuition Assistance Program.
On a personal note, I am a proud Indiana native and IUP graduate - so it feels especially good to
be back home to provide testimony to you today.
PHEAA was established 55 years ago with the primary mission of creating affordable access to
higher education for Pennsylvania students and families.
Since then, we have helped generations of Pennsylvanians achieve higher education while
helping to strengthen the foundation of our economy with an educated workforce.
We do this by administering a variety of student aid programs for the Commonwealth - the
largest of which is the PA State Grant Program.
For the 2018-19 award year, this need-based program provided grant awards to nearly 144,000
students, with a maximum award of $4,123.
PHEAA covers all costs to administer this and other state-funded student aid programs, which
saves taxpayers nearly $16 million annually.
It also makes Pennsylvania's student aid programs among the most efficient in the nation, since
every dollar appropriated to those programs goes directly to benefit the students who need it
most.
PHEAA has also contributed more than $1 billion from its business earnings to directly
supplement student aid programs to further support Pennsylvania students, families, and
taxpayers.
In my capacity as Vice President of State Grant and Special Programs, I work with PHEAA staff
and Pennsylvania's financial aid community to ensure that our student aid programs are
administered effectively- both in terms of providing meaningful benefits to recipients and by
maintaining accountability to the General Assembly.
We are also mindful of our role in the legislative process in that PHEAA was established by the
General Assembly to administer programs that are created as a result of their policy decisions.
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PHEAA has prior experience administering Commonwealth-funded loan forgiveness programs.
Two such programs were the Agriculture Education Loan Forgiveness Program and the Early
Childhood Education Loan Forgiveness Program.
These programs were created in the early 1990s and promised to repay, or forgive, a set
amount of PHEAA-guaranteed student loans for each year the borrower was employed full time
in an agriculture-related field or as a childcare professional in Pennsylvania.
The Agriculture Education Loan Forgiveness Program provided up to $2,000 in annual loan
forgiveness and the Early Childhood Education Loan Forgiveness Program provided up to
$2,500.
Each program was capped at a maximum of $10,000 of loan forgiveness per borrower.
These programs resembled traditional loan forgiveness programs that were attached to specific
employment requirements.
They were designed to attract and retain workers in hard-to-fill positions in Pennsylvania that
addressed policy issues as determined by the Pennsylvania legislature.
PHEAA was in a unique position to administer both programs as they were structured to forgive
PHEAA-guaranteed student loan debt.
At the time, PHEAA was the federal student loan guarantor for most of the federal loans made
in Pennsylvania.
So once employment verifications were made, it was a relatively simple function for PHEAA to
make payments to a participant's federal student loan account with funds that were
appropriated by the Pennsylvania legislature.
The Early Childhood Education Loan Forgiveness Program was phased out in 2008 and the
Agriculture Education Loan Forgiveness Program was phased out in 2011.
The federal-guaranteed student loan program was phased out by Congress in 2010.
Today, the U.S. Department of Education originates all federal student loans directly, which are
then serviced by other organizations under contract with the Department.
PHEAA is one ofthose federally contracted servicers, doing business nationally as Fed Loan
Servicing.
Federal loan servicing is one of PHEAA's business lines that generate revenue to support our
operations and our public service mission for the Commonwealth.
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But the Department does not allocate servicing volume based on geography so we no longer
service the majority of Pennsylvania loans - nor would we likely be the servicer for the majority
of participants in this program if HB 1786 becomes law.
That said - PHEAA does have the ability to make payments to other servicers on behalf of
borrowers, so the infrastructure is in place if the program's administrative process would be
structured in such a way.
PHEAA also has experience administering or servicing other types of loan forgiveness programs.
These include the Nursing Loan Forgiveness and the Nurse Educator Loan Forgiveness
Programs, which were funded by the Pennsylvania Higher Education Foundation and
administered by PHEAA.
While these programs were not established or funded by the Pennsylvania legislature, they
were created to help reverse the nursing shortage that threatened quality healthcare in the
Commonwealth during the mid-2000s.
These programs were phased out in 2008-09 as more new nurses began graduating and the
shortage of working nurses abated .
In 2012, PHEAA was awarded an additional federal contract to service the federal Public Service
Loan Forgiveness Program .
This program requires participants to have worked in an eligible public service job, as defined
by the U.S. Department of Education, for a minimum of 10 years before their debt can be
forgiven.
As a federally contracted servicer, PHEAA - operating as FedLoan Servicing is required to
service this Program in strict compliance with federal law and program rules.
While each program I have discussed is different, all have been created with the intent of
increasing and retaining workers in careers that are specific to industries or job roles that
support a public policy goal.
HB 1786 is different in that, at its core, the new program would encourage volunteerism that
advances public safety in communities throughout Pennsylvania.
This is certainly a worthwhile goal, and PHEAA is well-positioned in terms of experience and
infrastructure to administer the program.
But administering such a program would not come without challenges. For example, we lack
experience in administering programs specifically designed to spur volunteerism.
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And while we have strong relationships within Pennsylvania's higher education community, we
lack a conduit to fire commissions and other entities that would be needed to identify eligible
participants and to verify service requirements.
As the designated administrator of HB 1786, we would need to identify the appropriate entities
needed to provide this information and help us track eligibility and proof of service.
This is important since PHEAA is committed to transparency and accountability- especially to
members of the General Assembly who have tasked us with the program's administration.
We must be able to accurately report on program activity and track outcomes to ensure that
the appropriated funds are being used efficiently, and in compliance with the intent of its
enabling legislation.
If I could respectfully make a few suggestions relative the Bill in its present state ...
Section 79A42(b){2) states that an applicant must be an active first responder that is certified
for at least one year. .. however, under section 79A43(3), it states that the applicant must be an
active first responder for four consecutive years. As worded, it is confusing.
We would be happy to work with the sponsor of the legislation to amend the definition of an
eligible applicant in order to avoid confusion among applicants and mitigate any unintended
consequences.
Also - the Bill gives individual fire and rescue companies and emergency services agencies
significant discretion in developing a point system related to annual certification.
Administratively, it would be preferable if there was a consistent and equitable statewide
system to ensure standardization.
And, one personal observation if I may ...
Prior to joining PHEAA, I worked in the Pennsylvania higher education community as a financial
aid administrator, most recently as Director of Financial Aid at Elizabethtown College.
Having worked so closely with thousands of students over the years, many of whom had
relocated from other parts of Pennsylvania and other states, I interacted with multiple students
who had volunteered in their hometowns and also at the local fire company while in college.
I mention this only to suggest that this Committee consider expanding the eligibility parameters
to include current students who may have interest in such volunteerism before they have
graduated college.
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The other piece of legislation being discussed today is HB 1773, the Active Volunteer Tuition
Assistance Program.
This legislation would provide tuition assistance to active volunteers with volunteer
organizations who are also students enrolled in approved institutions of higher education.
The program has several requirements related to volunteerism, such as having participated in
no less than 30 percent of a volunteer organization's activities in the 12 months prior to
submitting an application and accepting an obligation to serve as an active volunteer for no less
than one year. Individuals failing to satisfy the program requirements would be obligated to
repay the full amount of tuition assistance received.
As this Committee considers HB 1773 and seeks input from the community and its
stakeholders, I'd like to offer a few suggestions based on lessons learned ...
While we would like every participant to experience successful outcomes, all loan forgiveness
programs that require a work or service commitment have some participants who fail to meet
those commitments.
In those inevitable instances, PHEAA would need a mechanism to prevent disbursement or to
reclaim state tax dollars that were already disbursed.
We have learned that reconciling those instances is much easier if the forgiveness, which is
essentially a payment made on behalf of the participant, occurs AFTER the service requirement
has been met and verified .
It is very difficult to recapture funds that have already been disbursed, especially when it
involves payments made to third-party servicers not associated with this legislation.
Seeking reimbursement from participants is equally problematic, as they often do not have the
available financial resources to refund payments, leaving other means, including legal action, as
recourse.
None of those outcomes is desirable in a program that was created as a public service to help
our citizens, nor is it administratively efficient considering the program's limited resources.
While HB 1773 contains compliance guidelines to ensure certification of service, PHEAA would
need to establish a mechanism for accurately defining, verifying, and tracking individual student
eligibility and for properly identifying and communicating with eligible volunteer organizations.
This should also be done in a way that establishes standards of eligibility and certification across
the program while providing a path for efficient financial reconciliation to ensure administrative
accuracy and accountability.
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Being able to play an administrative role in both programs would be especially rewarding for all
of us at PHEAA- not just because it aligns so well with our public service mission - but because
we are proud to count many servicemembers among our employees.
We can say the same thing about active volunteers, including fire fighters, medical technicians
and other volunteer first responders - many of whom we work alongside every day at PHEAA.
This concludes my remarks. I want to thank you again for the opportunity to appear here
today.
As always, PHEAA stands ready to assist the Commonwealth and this Committee in supporting
the implementation of any legislation that supports Pennsylvania students and their families.
I welcome the opportunity to answer your questions.
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