PRINTER S NO. 335

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 308 5

| NTRODUCED BY LESCOVI TZ, PESCI, HERNMAN, Tl GUE, BELFANTI
HALUSKA, TRELLO, BATTI STO, TRICH, KASUN C, GORDNER, COY AND
COLAlI ZZO, FEBRUARY 8, 1993

REFERRED TO COW TTEE ON AGRI CULTURE AND RURAL AFFAI RS,
FEBRUARY 8, 1993
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AN ACT
Establ i shing a rural comunity-based econom c devel opnent
program providing for the creation of rural investnent seed
capital funds; providing for duties of the Departnent of
Commer ce; and nmaki ng an appropriation.
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Short title.
This act shall be known and may be cited as the Rural
Communi t y- Based Econom ¢ Devel opnent Act.
Section 2. Legislative findings and decl arati on.
The General Assenbly finds and declares that econom c
devel opnent is essential to the health, safety and wel fare of
all citizens of this Commonweal th. As such, it has been the
public policy of the Commonweal th to provide financi al
assistance to nunicipalities and business enterprises in order
that they nmay undertake econom c devel opnent activities. These

funds have al so served to stimnmulate private investnent in

econoni ¢ devel opnent activities. The CGeneral Assenbly recognizes
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that the provision of financial assistance for econom c

devel opnent purposes has been nostly urban oriented. Many
conmmunities in rural areas of the Commonweal t h have not
benefited from St atew de econom ¢ devel opnent progranms. Although
econoni ¢ devel opnent is increasingly dependent upon the

avai lability of small businesses to finance growth and trade
activities, many small busi nesses, especially those located in
rural areas, lack the capital necessary to initiate expansion
projects. This problem cannot be solved by the private sector

al one. Accordingly, the General Assenbly declares that a program
directing financial assistance to rural comunity-based economc
devel opnent organi zations will foster econom c devel opnent. Such
a programw |l further serve to broaden and strengthen State and
| ocal tax bases, provide neani ngful enploynent opportunities,
ensure the retention of sustainable existing enpl oynent and,

t her eby, enhance the quality of |ife for the citizens of rural
Pennsyl vani a.

Section 3. Definitions.

The foll ow ng words and phrases when used in this act shal
have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Applicant.” A local governnment agency or conmunity-based
organi zation located in a rural county and eligible for
assi stance under this act.

"Conmuni ty- based organi zation." An organization |located in a
rural county whose primary purpose is the pronotion of econom c
devel opnent activities and which agrees to adm nister technical
and financial assistance under the provisions of this act. The
termincludes a county, a countyw de econom ¢ devel opnment

authority or any other nonprofit econom c devel opnent
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or gani zati on designated by the Departnment of Conmerce.

"Departnent."” The Departnent of Commerce of the
Conmonweal t h.

"Program ™ The rural comunity-based econom c devel opnent
program provided for in this act.

"Rural county.” Any county of this Conmonweal t h whi ch,
according to the nost recent Federal decennial census, has 50%
or nore of its population classified as rural.

"Seed capital fund." A special investnent vehicle which
provi des equity and other capital to small businesses during the
earliest stages of business grow h.

"Smal | business.” An independently owned and operated for-
profit corporation, partnership or proprietorship which has 50
or | ess enpl oyees.

Section 4. Rural comunity-based econom c devel opnent program

(a) Establishnent.--There is hereby established within the
department a rural comrunity-based econom ¢ devel opnent program
for the purpose of providing financial assistance to comunity-
based organi zations in order that they may pronote and expand
t heir econom c devel opnent activities.

(b) Application procedures.--A community-based organization
may submit an application to the departnment to participate in
the program at such tinme and in such manner as the departnent
may prescribe. The application shall include, but not be Iimted
to, the follow ng:

(1) A description of the comunity-based organi zation
which will adm ni ster econom c devel opnent activities.

(2) Justification of the need for Commonweal th
assi stance in financing | ocal econom c devel opnment

activities.
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(3) Docunentation that the county nmeets the eligibility
criteria specified in this act.
(4) An explanation of how the proposed economc

devel opnent activities will create new enpl oynent

opportunities or retain jobs.

(5) The existence of private or public nmatching funds.
(6) An outline of the county's econom c devel opnment
plan, if a plan exists.

(c) Review of applications.--The departnent shall review
applications to ensure that proposals conformto eligible
activities and objectives of this act. In evaluating
applications for grants under this act, the departnent shal
consider the following criteria:

(1) The financial need of the county.
(2) The degree to which the proposed grant will create

j obs or expand busi ness operati ons.

(3) The conformance of the proposed econom ¢ devel opnent
activities wwth areawi de and | ocal econom c devel opnent

pl ans, if plans exist.

(4) The degree of economc distress in the rural county.
(5) Any other criteria as may be promul gated by the
depart nment.
Section 5. Rural comunity-based econom c devel opnent grants.

(a) Use of funds.--Conmunity-based organi zations receiVving
grants shall use the funds in concert with |ocal econom c
devel opnent and busi ness pronotion organi zations to performthe
following activities:

(1) To pronote econom c devel opnent activities on a
| ocal |evel.

(2) To provide financial assistance to small businesses
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or entrepreneurs seeking to start or expand a snmall business
enterpri se.

(3) To provide technical and managenent assistance to
entrepreneurs in the process of starting or expanding a smal
busi ness.

(4) To fund the operations of an existing snal
busi ness.

(5) The pronotion and advertising of economc
devel opnent activities.

(6) Data collection, site inventories and |ocal economc
devel opnent strategic pl ans.

(7) Oher direct job creation and retention activities.

(b) Gant restrictions.--A comunity-based organi zation

recei ving assistance under this act shall not expend grant funds

for any of the follow ng:

(1) Activities which would affect the relocation of any
operations of the conmpany fromone area of this Comobnweal th
to another unless the relocation is to a rural area or which
woul d result in the abandonnent of any substantial operations
of the conmpany within other areas of the Commonweal th unl ess
conpletion of the activity or operation of the facility is
reasonably necessary to prevent the relocation of any
substanti al operations of the conpany froman area within
this Cormonweal th to another state.

(2) To finance projects which would result in increased
production or availability of goods, materials or services
where sufficient capacity exists in the comunity to neet
current and future demands.

(c) Anopbunt of grants.--A grant awarded under this section

shall not exceed $500, 000, and no nore than one grant per county
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shall be awarded in any one fiscal year.

(d) Notification of grant awards.--The departnment shall make
a decision on awarding the grant within 90 days after receipt of
the application and all supporting docunentation fromthe
comuni ty- based organi zation and shall give witten notification
of approval or disapproval of the application prior to awarding
of a grant.

Section 6. Rural investnent seed capital funds.

(a) Creation.--The departnment or any agency desi gnated by
the departnent is hereby authorized to award chal |l enge grants
for the purpose of establishing rural investnment seed capital
funds to assist small businesses in rural counties with economc
devel opnment projects which will create or retain jobs.

(b) Application.--Comunity-based organi zati ons or ot her
organi zati ons designated by the departnent and | ocated in rural
counties may subnmit applications to receive challenge grants to
assi st in establishing seed capital funds. Each application
shal I :

(1) Describe the purposes of the seed capital fund,

i ncluding the types of businesses to receive investnents and

the types of investnents to be made.

(2) Contain a description of the community-based
organi zation which will establish and adm ni ster the seed
fund.

(3) Explain the need for the challenge grant in
attracting private investnent to the proposed seed capital
fund.

(4) Qutline a plan for establishing the proposed seed
capital fund, including the anbunt of private investnent

sought and the strategy for obtaining the investnents.
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1 (5) Qutline private investnent commtnents obtained to
2 date, if any comm tnents have been made.

3 (c) Use of funds.--The departnment shall award chal | enge

4 grants to eligible applicants foll ow ng approval of grant

5 applications. Applicants receiving grants shall not expend any
6 grant proceeds unless and until the follow ng conditions are

7 agreed to or satisfied:

8 (1) At least $1 of private investrment has been comitted
9 to the proposed seed capital fund for every $1 of the

10 chal | enge grant awarded and at least $1.5 million of total
11 i nvestnents, including the challenge grant, has been

12 committed to the seed fund. No investnent shall be nmade from
13 the seed capital fund wi thout an equal or greater investnent
14 fromprivate sources, other than the fund, in the sane snal
15 busi ness project.

16 (2) Investnments fromthe seed capital fund will be made
17 exclusively in small businesses |located in rural counties of
18 this Cormonweal th for the purpose of starting or expanding a
19 smal | business enterprise. For the purposes of this section,
20 smal | busi nesses may include enterprises of a nercantile or
21 service-rel ated nature.
22 (3) Total investnments in a small business using seed
23 capital funds shall not exceed $500, 000 during any round of
24 financing for a small business.
25 (4) Applicants receiving challenge grants under this
26 section shall serve as |limted partners or coinvestors with
27 limted liability in the proposed seed capital fund and
28 returns on investnments of challenge grant funds shall be
29 reinvested in the seed capital fund.

30 Section 7. Duties of departnent.
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The departnent shall have the follow ng duties:

(1) To provide conprehensive technical and financial
assi stance to rural -based | ocal public, private and nonprofit
agencies in order to facilitate the planning and
i npl enentation of rural comunity-based econom c devel opnment
proj ects.

(2) To provide conmunity-based organi zations with
i nformati on on avail abl e Federal and State prograns which may
be of assistance to inproving job opportunities and general
econom c conditions in rural areas of this Commonweal th.

(3) To coordinate Federal and State econom c devel opnent
progranms on behal f of rural agencies, both public and
private, to ensure that the needs of rural areas of this
Commonweal th are adequately and effectively addressed and, to
t he extent possible, serve as the single source for rural
agenci es seeki ng econom ¢ devel opnent assi stance fromthe
Conmonweal t h.

(4) To administer the seed capital fund grant program

(5) To make grants to eligible applicants for economc
devel opnent activities and award seed capital chall enge
grants in accordance with the provisions of this act.

(6) To ensure that grant recipients neet the conditions
specified in this act.

(7) To receive and eval uate annual reports from grant
reci pients. The reports shall include, but not be Ilimted to,
a description of how grant proceeds were used, the nanes and
| ocations of small businesses and other entities receiving
assi stance under the rural community-based economc
devel opnent grants program and the nunber of jobs created or

retained as a result of the program
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1 (8) To receive and eval uate annual reports for

2 reci pients of rural investnment seed capital grants. These

3 reports shall include, but not be limted to, the policies

4 and procedures of the seed capital fund, the anmount of

5 private investnent to date and the nunber, types and anounts
6 of investnment in small businesses by the fund.

7 (9) To provide an annual report to the General Assenbly
8 whi ch shall include, but not be limted to:

9 (i) The nunber of applications received and the

10 nunber approved for rural comunity-based econom c

11 devel opnent grants.

12 (ii) The nunber of jobs created or retained as a

13 result of the rural community-based econom c devel opnent
14 grant program

15 (tit) Alist, including the |ocation, of the

16 applicants who received rural conmmunity-based economn c
17 devel opnent grants.

18 (iv) A description of the econom c devel opnent

19 activities initiated by grant recipients.
20 (v) The nunber of seed capital funds established
21 wi th chall enge grants, the anpbunt of private investnent
22 in the funds and the nunber, types and anounts of
23 investnments in small businesses by the funds.
24 Section 8. Funding.
25 Rural comuni ty-based econom ¢ devel opnent grants and seed
26 fund challenge grants shall be nmade to the extent that funds are
27 appropriated by the General Assenbly to the Departnent of
28 Comrerce for inplenmentation of the provisions of this act.
29 Section 9. Regul ations.
30 The departnent shall pronmulgate rules and regulations to
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1 carry out the provisions of this act.
2 Section 10. Effective date.

3 This act shall take effect in 60 days.
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