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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1261 *55”

| NTRODUCED BY E. Z. TAYLOR, SHUPNI K, WLSON, D. R WRI GHT,
CONELL, GALLAGHER, WLT, MLLER FREIND, |RVIS AND DURHAM
APRI L 22, 1981

REFERRED TO COW TTEE ON EDUCATI ON, APRIL 22, 1981
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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,”
providing for |oan guarantees to parents of postsecondary
students, inproving the |loan collection process and
clarifying the | oan repaynent requirenents of State enpl oyes.
The CGeneral 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 Agency 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

guar anteei ng, nmaking or servicing | oans or otherw se providing
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| oans [nade] to such persons to assist themin neeting their
expenses of higher education in accordance with the provisions
of this act.

Section 2. The act is anmended by adding a section 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 herwi se, the neanings given to themin this section:

"Resident." The termshall include, but not be linited to,

the parent of a student or a student who is accepted for

enrollnment in or is attendi ng an approved instituti on of higher

education.

Section 3. Causes (1), (1.1), (1.2) and (11) of section 4
of the act, clauses (1), (1.1) and (1.2) anmended or added
Decenber 30, 1974 (P.L.1111, No.357) and cl ause (11) added
Decenber 21, 1977 (P.L.338, No.99), are anended 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:

(1) To guarantee, nake, undertake comm tnents to neke and

participate with lending institutions in the nmaki ng of | oans and

to purchase, sell, service or otherw se provide | oans of noney

upon such ternms and conditions as the board nmay prescribe within

the limtations contained herein or applicable Federal |aw at

such rates [of] and interest charges as are determ ned by the

[agency,] board of directors, to | enders and to persons who are

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
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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 all owed under Federal |aw when the | oan is guaranteed
or reinsured 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 on 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] persons who are parties

to | oans guaranteed, nade or services under this act to qualify

for Federal interest subsidy, [and] special allowance, |oan

f orgi veness or other applicable benefits.

(ii) To charge prem uns for insurance on | oans.
(ii1) To enter into contracts with schools, |enders,

i ndi viduals, and the Student Loan Marketing Associ ati on and
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ot her agenci es of the Commonweal th, other states and the Federal

Governnment to nake, service, invest in, nake commtnents to

purchase or sell, take assi gnnents of, or admn ni ster student

| oans nmade or insured under this act, the Heal th Professions

Educati on Assi stance Act of 1976, or other proqgrans approved by

the board of directors and to provide for | oan forqgi veness, | oan

consolidation, loan referral service and graduated repaynent.

Loans to | enders nade under this subsecti on nay be nade under

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

for the making of | oans to cateqories of students as defi ned and

establi shed by the board of directors.

(iv) To purchase stocks, securities, and obligations issued
by the Student Loan Marketing Associ ation.

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

Secretary of Health and Human Services as set forth in section

732, Part C, Title |V, of the Health Prof essi ons Educati on

Assi stance Act of 1976 or other appropriate Federal | eqgislation.

(vi) To use the agency's insured and ot her student | oans as

security for |loans and other forns of advances from the Student

Loan Marketi ng Associ ati on or others, including | enders

participating or investing in | oans nade under this act.

(1.2) To guarantee or make | oans to parents as authorized by

Part B, Title |V, of the Federal Hi gher Educati on Act, as

anended, and to other persons for purposes of attendi ng

post secondary educati onal institutions fromfunds other than

t hose appropriated by the Conmonwealth and to pay such interest

and costs or any parts thereof and for such period of tine as

may be [established] authorized by the [agency] board of

directors of the agency and on | oans guaranteed for individual

students and parents who [are unable to qualify for paynent of
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interest in their behalf by the Federal Government or other
sources of interest subsidy until such tinme as the individual
student qualifies for paynment of interest in his behalf by the
Federal Governnment of other sources of interest subsidy or over
a period and in a manner to be determ ned by the agency or as
al | oned under Federal |aw when the | oan is guaranteed or

rei nsured under Federal |aw, graduates, wthdraws, is expelled
or dism ssed, or otherw se ceases to be enrolled on at |east a

hal f-tinme basis at an approved institution] otherw se woul d not

qualify for Federal or other interest subsidy.

* * %

(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 repaynment of all | oans
aut hori zed, serviced, nmade or guaranteed under this act or from

funds which include State funds or funds of an institution

receiving State aid: 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 4. 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

funds which include State funds or funds of an institution

receiving State aid and who at anytine beconmes or is an enpl oye

of the Commonweal th or any of its agencies shall be deened to
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have agreed as a condition of their enploynent with the
Commonweal th to repay such | oan. Any such enpl oye who [ defaults]

has or does default on the repaynment of such |oan shall make

i mredi at e arrangenents with the enpl oyi ng agency [or | oan

guarantor] which are acceptable to the agency to [set up] agree

to and establish a [revised] |oan repaynent schedule with the

sal ary-status enploye [either nmaking direct paynments to the

lending institution, guarantor or its agent or] meking such

paynments through payroll deductions and enployes in other than a

sal ary status naki ng paynent in accordance with a repaynent pl an

approved by the agency. Such enploye shall [thereupon] be

notified that if such enploye [thereafter defaults on the

revi sed | oan repaynent schedule,] fails to inmediately establish

a repaynent schedule or fails to neet the terns and condi ti ons

of an agreed-to repaynent as stipulated by this section, such

enpl oye shall be deemed to have breached an essential condition
of enpl oynment and shall be di sm ssed from Coormonweal th service

or the service of any of its agenci es.

Section 5. The act is anmended by adding a section to read:

Section 4.3. Adm nistrative Loan Coll ecti on Process. --(a)

The agency is hereby authorized and directed to naintain a

record of all actions and proceedi ngs which it undertakes in

regard to the coll ection of student | oans. Al such records

shall be kept in the adm nistrative offices of the agency and

shall be available for public i nspection at reasonabl e tines.

The agency shall furnish, under seal of the agency when required

for evidence in court, any accounts of records of accounts,

papers, or docunents filed in the agency, relative to the

granting of financial assistance to any borrower when required

as evidence in any court and such certification shall be
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conpet ent evi dence thereof. The agency shall adopt and renew

fromtine to tine a seal of office, an inpressi on of which shal

be filed in the Ofice of the Secretary of the Commbnweal t h.

(b)Y In addition to the renedi es and procedures provi ded by

| aw for the coll ection and enforcenent of contractual rights,

the agency may initiate acti on agai nst borrowers whomit deens

to be indebted to it by placing a statenent of claimin the

records nmintained by it. The statenment of claimshall contain

such informati on as the agency deens necessary, but in all such

i nstances the statenment of claimshall contain or have attached

thereto the foll ow ng

(1) Ildentification of the agency as the body corporate and

politic constituting a public corporati on and gover nnent

instrunentality, together with its address to which the borrower

may respond.

(2) Nane and | ast known address of the borrower.

(3) Principal anmount of npbney which the agency clains is due

and owing to it including interest thereon and the nateri al

facts on which the claimis based.

(4) A photocopy or other reproducti on of the docunments upon

whi ch the agency bases its claimor a detailed reference to such

docunents.

(5) The follow ng notice which shall be proninently

di spl ayed on the first page of the claim

Legal acti on has been taken agai nst you. |If you do not

file in witing your response to this action within

thirty days, an order of default nay be entered agai nst

vou. You nmay | ose nbney or property or other rights

i mportant to you. You should take this paper to your
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| awer inmmediately. If you do not have a | awer or cannot

afford one, you should call or wite the office set forth

bel ow. You may qualify for free | egal assi stance.

(6) The nane and address of a | awer referral service

operated by the Pennsyl vani a Bar Associ ati on or one operating in

the county in which the borrower was | ast known to reside.

(7) A statenent that an order of default nmy be entered

agai nst the borrower wi thout further notice.

(c) (1) The agency shall serve a copy of the statenent of

claimfiled by it upon the borrower by certified or other

appropriate mail, addressed to the borrower's | ast known

address. If the mail is returned to the agency uncl ai ned by the

borrower, the agency shall serve the statenent of claimby

sending a true copy thereof to the borrower by first class nmi

within thirty days after the previous mail was returned

uncl ai ned. At anytinme after twenty days fromthe tine of service

by first class mail, the executive director of the agency nay

reconmend to the board of directors of the agency that an order

be entered by default, and the board, in its discretion, nay

enter such an order. |If the borrower does not file a response

within the prescribed tine, the executive director may transfer

the record and order to the court of commopn pl eas of the

district in which the borrower resides or when resi dence within

t he Commonweal th has not been ascertained, to the Court of

Commpn Pl eas of Dauphin County, to be entered as a judgnent.

Thereafter, it shall be the duty of the prothonotary, at the

request of the executive director, to i ssue execution, or such

ot her process as nmay be necessary and proper, to carry into

effect the judgnent entered upon such order, subject to

appli cabl e provisions of |aw or rul es of procedure concerning
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stay of executi on upon judgnment.

(2) At anytine after entry of an order of default, the

borrower may apply to the court of conmmpbn pl eas of the

jurisdictional district in which the borrower resides or to the

Court of Common Pl eas of Dauphin County to vacate such order. At

anytine after entry of judgnent, the borrower may apply to the

court in which the judgnent is entered to set aside such

judgnent. Such relief shall be granted by a judge of such court

if the borrower proves by a preponderance of the evidence that

notice of the action was not made in the nanner specified above,

and that the borrower has a good faith defense to the statenent

(d) The borrower shall file a response to the statenent of

claimwithin thirty days after service by certified or other

appropriate mail or within twenty days after service by first

class mail. The response shall adnmt or deny all avernents

contained in the statenent of claim An avernent in the

statenent of claimshall be deened to be denied only if proof

thereof is denmanded and the borrower states either:

(1) That after reasonable investigation the borrower is

wi t hout know edge or information sufficient to forma belief as

to the truth of the avernent; or

(2) That the borrower is w thout such know edge or

i nformati on because the neans of proof are within the excl usive

control of an adverse party or hostile person. The response

shall set forth all defenses and objecti ons which the borrower

has to the statenent of clai mand any objections or defenses not

so presented shall be deened to have been wai ved. The pl eadi ngs

in any action pursuant to this act shall be limted to a

statenent of claimand a response thereto.

19810H1261B1400 - 9 -



© 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

(e) The rules relating to di scovery as pronul gated by the

Pennsyl vani a Suprene Court, and as anended fromtine to tine,

shall be applicable to all proceedings initiated pursuant to

this act. Al disputes relating to di scovery, including but not

limted to those requiring entry of a protective order or

sanctions, shall be resolved by a hearing exam ner. Any order

entered by a hearing examner relating to di scovery shall be

interlocutory in nature and shall not be the subject of an

appeal until a final order has been entered by the agency board

of directors.

(f) The board of directors of the agency shall appoi nt such

heari ng exanm ners as shall be necessary to conduct hearings in

the admi nistration of this act. All cases in which a response

has been filed to the statenent of claimof the agency shall be

pronmptly referred to a heari ng exam ner for disposition. After a

case has been so referred, the heari ng exanm ner shall have

authority to control the procedure reqgarding it, and the heari ng

exam ner shall thereby have authority to nmake appropri ate

interl ocutory orders. Notw thstandi ng anythi ng herein to the

contrary, the hearing exam ner shall not have authority to take

action inconsistent with the provisions of this act or with the

provi sions of the Pennsylvania Rules of Cvil Procedure which

have been i ncorporated herein.

(g) After a case has been referred to a heari ng exam ner,

t he heari ng exam ner shall pronptly exanm ne the statenent of

claimand the response whi ch have been filed in that case. |f

the heari ng exam ner determ nes after an exam nati on of the

statenent of claimand the response that either the statenent of

claimor response have no basis in fact or in | aw or have been

frivolously filed, the heari ng exani ner may nake an appropri ate

19810H1261B1400 - 10 -
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reconmendation to the board of directors of the agency regardi ng

di sposition of the case w thout holding any further hearings

regardi ng the matter.

(h) After a hearing exan ner exam nes the statenent of claim

and response filed in a particul ar case and deterni nes that

there is a basis in fact or in law for the filing of such

pl eadi ngs, the hearing exani ner shall pronptly schedul e a

hearing regarding the matter and notify the borrower that a

heari ng shall be held i n Dauphin County or, by request of the

borrower, in the county in which the borrower resides. The

heari ng exanm ner shall have the authority to i ssue a subpoena

under the seal of the agency to conpel the attendance of

w t nesses whose testinmony will be relevant or to conpel the

producti on of rel evant docunents. At such hearing, the agency

shal|l have the burden of proving by a preponderance of the

evi dence that the borrower is indebted to the agency. The

borrower shall have the opportunity to be represented by counsel

at such hearing and shall have the opportunity to cross-exan ne

all agency witnesses and the borrower shall have the opportunity

to present any rel evant evidence purporting to show that the

borrower is not indebted to the agency. It shall not be a

defense to a statenent of claimthat a borrower did not receive

full value fromthe educational institution fromwhich the

borrower elected to attend with the noney obtained from or

t hrough the agency. A stenographic transcript shall be nade of

the hearing at the expense of the agency and the transcri pt

shall be maintai ned by the agency i n such nmanner that the

borrower nmay review the transcript at reasonable tines, but the

agency shall not be required to furnish a copy of the transcri pt

to the borrower, although nothing herein shall prohibit the

19810H1261B1400 - 11 -



1 borrower frompurchasing a copy thereof fromthe stenographer.
2 (i) After the hearing has been concluded, and after the

3 subm ssion of briefs, if any, the hearing exam ner shall nmake a
4 recommendation to the board of directors of the agency regarding
5 the disposition of the case. Such recommendati on shall include
6 proposed findings of fact, conclusions of law, and final order.
7 Upon receipt of the reconmendation, the board of directors may
8 adopt or anmend it, or remand the matter to the hearing exam ner
9 for further proceedings consistent with this act. A final order
10 of the board of directors shall be lodged in the agency files,
11 and copies served upon the borrower and the borrower's counsel,
12 if any

13 (j) Any person aggrieved by a final order of the board of
14 directors may appeal such order to the court of conmmon pleas of
15 the district in which the borrower resides or the Court of

16 Common Pl eas of Dauphin County. Al such appeals shall be

17 governed by the provisions of Chapter 15 of the Pennsyl vani a

18 Rules of Appellate Procedure as heretofore adopted and

19 subsequently anended by the Pennsylvani a Suprene Court.
20 Notwi thstanding any of the foregoing, if the court determn nes
21 that the petition for review and the answer thereto, if any,
22 allege facts which would require a trial by jury, the court may
23 schedule a hearing de novo. Any party to the action shal
24 thereupon be entitled to a trial by jury. Such trial by jury
25 shall be governed by the Rules of Gvil Procedure as heretofore
26 adopted and subsequently anended by the Pennsyl vani a Suprene
27 Court.
28 (k) After a final order has been entered by the board of
29 directors and the tine for appeal has expired, the agency may

30 execute upon the wages, salaries or conm ssions in the hands of
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an enpl oyer or any other person in order to enforce a nobney

judgnent for the repaynent of any suns due to the agency as

deternined by the provisions of this act. An enpl oyer shal

i ncl ude any person, partnership, associ ati on, corporation,

instituti on, governnental body, unit or agency, school district

or nunicipality, or any other entity enpl oyi ng one or nore

persons for a salary, wage, conm SSion, or other conpensati on.

The agency shall initiate such acti on by sending to the

borrower's enpl oyer a notice of executi on upon wages. Upon

recei pt of such notice, the enpl oyer shall certify to the agency

t he anpbunt of wages, sal ary, conm ssions or other conpensati on

earned by the borrower and shall pay to the agency such

percentage of that anount as the agency denmands, not to exceed

ten percent of the wages, salary, conm ssions or other

conpensation of the borrower during a given pay period. Such

paynent shall be made to the agency on each occasion that the

enpl oyer pays wages, salary, comm ssions, or other conpensation

to the borrower, but not | ess than once per nonth, unl ess

ot herwi se agreed to by the agency. Nothing herein shall deny to

any judgnent debtor the rights afforded debtors under Feder al

and State exenpti on | aws.

(1) The agency may recover froma borrower agai nst whom a

final order has been entered as a judgnent, a reasonabl e anpunt

of npney which the agency shall deternine, to defray those costs

whi ch m ght ordinarily be taxed in a court of law for filing and

serving a conplaint and entering judgnent. The agency nay

recover froma borrower agai nst whom a final order has been

entered as a judgnent, a reasonabl e anpunt of noney as

attorney's fees if the pronissory note or notes underlying the

claimof the agency authorize recovery of attorney's fees. The
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agency may recover froma borrower agai nst whom a final order

has been entered as a judgnent, in addition to interest and

principal, interest at the rate or rates provided in the

prom ssory note or notes upon which the statenent of claimis

based, to be conputed fromthe date the statenent of clai mwas

entered into the records of the agency.

(m There shall be no linmtation of tine restricting the

initiation of a statenent of claimor the entering of a judgnent

pursuant to this act, and no statute of linmtations heretofore

enacted shall apply to any clainms or judgnents of the agency. |f

the agency initiates a statenment of cl ai magai nst any person

upon a default occurring nore than twenty years before the

initiation of that claim it shall be presuned that such

under !l yi ng debt has been paid in full, but the agency nay rebut

that presunpti on by a preponderance of the evi dence.

(n) The board of directors of the agency shall have the

power and its duty shall be to adopt rules and requl ati ons not

i nconsi stent with | aw governing nmatters relating to this

section.

Section 6. Sections 1, 2, 3 and 4 of this act shall take

effect immrediately and section 5 shall take effect in 90 days.
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