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AN ACT

Pronoti ng the devel opnment and operation of small scal e energy
projects using renewabl e alternative sources of energy;
providing for the establishnment and operation of the
Pennsyl vani a Smal
and establishing procedures for the sale of bonds and the
funding of qualified small scal e energy projects.
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1 Section 12. Approval or rejection of the application.

2 Section 13. Review procedure.

3 Section 14. Terms of the | oan contract.

4 Section 15. Liens.

5 Section 16. Municipal corporations and State revenues.

6 Section 17. Applicant's failure to conply with the contract.
7 Section 18. Refinancing of a project or funds from ot her

8 sour ces.

9 Section 19. Loan Iimted to anount not funded by ot her

10 sour ces.

11 Section 20. |ssuance of bonds and notes.

12 Section 21. Credit of Conmmonweal th or any subdi vi sion

13 t her eof not pl edged.

14 Section 22. Funds and accounts.

15 Section 23. Reserve funds and appropriations.

16 Section 24. Trust agreenent.

17 Section 25. Bonds and notes tax exenpt.

18 Section 26. Notes and bonds as | egal investnents.

19 Section 27. Covenant by Conmonwealth not to limt or alter
20 powers vested in agency.
21 Section 28. Liberal construction.
22 Section 29. Fraud penalty.
23 Section 30. Effective date; proclamation.
24 The General Assenbly of the Conmonweal th of Pennsyl vani a
25 hereby enacts as follows:
26 Section 1. Short title.
27 This act shall be known and may be cited as the "Small Scal e
28 Local Energy Project Finance Agency Law. "
29 Section 2. Purpose.
30 (a) It is hereby determ ned and declared as a matter of

19810H0559B0586 - 2 -



1 legislative finding:

2 (1) That the welfare of the Conmonwealth is threatened

3 by the fact that there is an acute shortage of energy fuels

4 usi ng renewabl e resources including but not limted to solar,

5 wi nd, geothermal, bio-mass, waste heat or water resources to

6 supply energy including heat, electricity and substitute

7 fuels to nmeet | ocal community or regional energy needs in

8 this State.

9 (2) Because of higher energy-related costs, a scarcity
10 of financing available for devel opnent of small scale |ocal
11 energy projects exists which in fact has not been able to
12 find econom c expression in a market demand sufficient to
13 encour age greater production of such energy sources by
14 private industry.

15 (3) The relationship of a sufficient provision of

16 adequate and safe energy to the advancenent of the public

17 health and norals is clear.

18 (b) Therefore, it is hereby declared to be the policy of the

19 Commonweal th of Pennsylvania to pronote the health, safety and
20 welfare of its inhabitants by the creation of a body corporate
21 and politic to be known as the Pennsylvania Snall Scal e Local
22 Energy Project Finance Agency, which shall exist and operate for
23 the purpose of alleviating the hardship which results from

24 insufficient production of energy using renewabl e sources. Such
25 purposes are public purposes for which public noney may be

26 spent.

27 Section 3. Definitions.

28 The foll ow ng words and phrases when used in this act shal
29 have, unless the context clearly indicates otherw se, the

30 neanings given to themin this section:
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"Agency." The Pennsylvania Small Scal e Local Energy Project
Fi nance Agency created by this act.

"Board." The governing body of the agency.

"Smal | business.” A sole proprietorship, partnership,
cooperative corporation or corporation domciled in the state
organi zed for profit and enploying | ess than 100 persons. Smal
busi ness does not include subsidiary firns of sole
proprietorshi ps, partnerships, cooperative corporations or
corporations organi zed for profit and enploying 100 or nore
persons.

"Smal | scale | ocal energy project.” Any system nechani sm or
series of nechanisns located in the state that uses renewabl e
resources including, but not limted to solar, w nd, geothernal,
bi o- mass, waste heat or water resources to supply energy
i ncluding heat, electricity and substitute fuels to neet a | ocal
community or regional energy need in this State.

Section 4. Agency creation.

A body corporate and politic known as the Pennsyl vani a Snal
Scal e Local Energy Project Finance Agency, is hereby created as
a public corporation and governnment instrunmentality to have
continuing succession until its existence shall be term nated by
I aw.

Section 5. Agency nenbership.

The nenbers of the agency shall be the Secretary of the
Depart ment of Environnmental Resources, the Secretary of
Community Affairs, the State Treasurer, the Secretary of
Commerce, the Secretary of Banking, a representative fromthe
Governor's Energy Council, and the respective successors in
of fice of each of them and six additional menbers whomthe

Governor shall appoint, who shall represent the interest of the
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citizens of this State and shall be know edgeable in the areas
of small scal e energy technol ogy, natural resource devel opnent,
envi ronnmental protection, finance, agriculture, |ocal governnent
operations and utility operations. The Secretary of the

Depart ment of Environnmental Resources shall serve as

chai rperson. The nmenbers initially appointed shall serve for
ternms of one, two, three, four, five and six years,
respectively, the particular termof each to be designated by
the Governor at the tinme of appointnent. The terns of all their
successors shall be six years each, except that any person
appointed to fill a vacancy shall serve only for the unexpired
term Every nenber's termshall extend until his successor is
appoi nted and qualified. Any appointnent of a menber of the
agency made hereafter shall be subject to the advice and consent
of a mgjority of all the nenbers of the Senate. Any appointed
menber of the agency shall be eligible for reappointnment. The
menbers of the agency shall not receive conpensation for their
services as nenbers, but shall receive reinbursenent for al
necessary expenses incurred in connection with the perfornance
of their duties as nmenbers.

Section 6. Agency governi ng body.

The governi ng body of the agency shall be a board, consisting
of the menbers of the agency. The board shall elect a chairman
fromanong its nenbers at the first nmeeting of the board and at
its first nmeeting in each year thereafter. A majority of the
menbers shall constitute a quorumfor the purpose of organizing
t he agency, conducting its business and exercising all powers of
t he agency. A vote of the majority of the nenbers present shal
be sufficient for all actions of the board, unless the byl ans

require a greater nunber.
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1 Section 7. Agency powers.

2 The agency shall have the foll ow ng powers:

3 (1) To adopt, use and alter at will a corporate seal.

4 (2) To make and alter bylaws for the managenent and

5 regul ation of its affairs and to make and fromtine to tine

6 anmend and repeal rules and regul ati ons governing the various

7 prograns of the agency pursuant to this act and the conduct

8 of its business.

9 (3) To enter into contracts of all kinds and to execute
10 all instrunents necessary or convenient for carrying on its
11 oper at i ons.

12 (4) To accept grants and subsidies fromand to enter

13 into agreenments or other transactions with any Federal agency
14 or agency of the Comonweal th or other entity.

15 (5) To accept grants-in-aid, gifts, donations, |egacies
16 or usages of noney nmade or extended by individuals,

17 organi zations, public or private corporations, departnments or
18 instrunentalities of the Commonweal th, or the Federal

19 Government, and to return noney advanced for its usage not

20 otherwi se required for its purposes or for any capital

21 reserve fund created in accordance with section 23.

22 (6) To be a party litigant in any court having

23 jurisdiction according to law in any form of action

24 what soever .

25 (7) To acquire, hold and di spose of personal property,
26 tangi bl e and i ntangi bl e.

27 (8) To acquire, hold and di spose of real property, or

28 any interest therein, to be used by the agency for the

29 purpose of its offices and operati ons.

30 (9) To acquire by purchase, gift or foreclosure any real
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1 or personal property or any interest therein, to enter into
2 any | ease of property and to hold, sell, assign, |ease,

3 encunber, nortgage or otherw se di spose of any real or

4 personal property, or any interest therein, or nortgage lien
5 interest owned by it or under its control, custody or inits
6 possession and rel ease or relinquish any right, title, claim
7 lien, interest, easenent or demand however acquired,

8 i ncluding any equity or right of redenption, in property

9 foreclosed by it and to do any of the foregoing by public or
10 private sale, with or without public bidding, notwthstanding
11 t he provisions of any other |aw

12 (10) To borrow noney for the operation and work of the
13 agency by the naking of notes and by the issuance of bonds in
14 accordance with the provisions of this act.

15 (11) To invest any funds held in reserves or sinking

16 funds, or any funds not required for imedi ate di sbursenent,
17 in such investnents as may be lawful for fiduciaries under
18 any | aw of the Comonweal th, including insured nortgages,

19 whi ch for such tenporary purposes al one, need not be made by
20 a nortgagor or involve real estate |ocated in Pennsyl vani a.
21 (12) To conduct energy studies and to enter into
22 contracts with the Departnent of Environnental Resources and
23 to do all things necessary or convenient to carry out the
24 powers granted by this act or other acts.
25 (13) To enploy an executive director and such ot her
26 of ficers, agents, enployees, professional and business
27 advisers as may fromtine to time be necessary in its
28 judgnment and to fix their conpensation; and to pronote and
29 di scharge such officers, enployees and agents.
30 (14) To appear in its own behalf before boards,
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conm ssions, departnments or other agencies of governnent,
muni ci pal, State or Federal.
(15) To procure insurance against any |oss in connection
with its property in such anounts, and from such insurers, as
may be necessary or desirable.
(16) To do all things necessary or convenient to carry
out the powers granted by this act or other acts.
(17) Subject to any agreenment with bondhol ders or
not ehol ders, to collect, enforce the collection of, and
forecl ose on any collateral securing its |oans and acquire or
t ake possession of such collateral and sell the sane at
public or private sale, with or w thout bidding, and
ot herwi se deal with such collateral as may be necessary to
protect the interests of the agency therein or in which the
agency has an interest.
(18) Subject to any agreenment with bondhol ders or
not ehol ders and with the witten approval of the Governor to
consent to any nodification with respect to rate of interest,
time and paynent of any installnment of principal or interest,
security or any other termof any |oan to a nortgage | ender
or any bond or note, contract or agreenent of any kind to
whi ch the agency is a party.
Section 8. Agency noneys.

Al'l noneys of the agency from whatever source derived shal
be paid to the treasurer of the agency and deposited in the
first instance in one or nore banks or trust companies, in one
or nore special accounts, each continuously secured by pl edge of
direct obligations of the United States of America or of the
Commonweal t h, or bonds of the agency, having an aggregate narket

val ue, exclusive of accrued interest, at all tines, at |east
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equal to the balance on deposit in the account. The security
shall be either deposited with the treasurer or held by a
trustee or agent satisfactory to the agency. Al banks and trust
conpani es are authorized to give the security required. The
noneys of the agency shall be paid out on the warrant or other
order of the treasurer of the agency or of another person
aut hori zed by the agency to execute warrants or orders.
Not wi t hst andi ng the provisions of this section, the agency shal
have power to contract with the holders of any of its bonds or
notes as to the custody, security and paynent of any noneys of
t he agency or any noneys held in trust or otherwi se to secure
t he paynment of bonds or notes. Deposits of noney held in trust
or otherwi se to secure the paynent of bonds or notes may be
secured in the sane manner as noneys of the agency and all banks
and trust conpanies are authorized to give security for such
deposi ts.
Section 9. Agency audits and reports.

The accounts and books of the agency, including its receipts,
di sbursenents, contracts, nortgages, investnents and ot her
matters relating to its finances, operations and affairs, shal
be exam ned and audited fromtine to time by the Auditor General
as provided in the act of April 9, 1929 (P.L. 343, No.176), known
as "The Fiscal Code."™ Wthin 60 days after the end of each
fiscal year of the agency, the agency shall file an annual
financial statenent consisting at | east of a bal ance sheet,
profit and | oss statenment and general report of operations with
t he Governor, the Auditor Ceneral and the General Assenbly.
Section 10. Loan application.

(a) Any individual, small business, nonprofit cooperative

corporation, corporation or rmnunicipal corporation may file with
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t he agency an application to |l oan funds for a snmall scal e | ocal
energy project as provided by this act.

(b) Applications to obtain funds for a small scal e | ocal
energy project shall be made in witing on a form prescribed by
t he agency. Applications submtted to the agency shall:

(1) Describe the nature and purpose of the proposed
smal| scale | ocal energy project.

(2) State whether any purposes other than energy
production, but consistent therewith, will be served by the
proposed small scale |ocal energy project and the nature of
such ot her purposes, if any.

(3) Include an evaluation of the potential of the smal
scal e local energy project to neet |ocal conmunity energy
needs.

(4) Include an evaluation of the potential environnental
i mpacts of the small scale |ocal energy project.

(5) State whether any noneys ot her than those of the
agency are proposed to be used for the devel opnment of the
proposed small scal e | ocal energy project and whet her any
ot her noneys are avail abl e or have been sought for the
proj ect .

(6) Describe the source of funds for repaynent of the
| oan applied for.

(c) The agency shall charge and collect fromthe applicant
when the application is filed, a fee of $100 or 1% of the anobunt
of the | oan applied for, whichever is less. In addition, the
agency shall charge the applicant the amount required to
rei nburse the agency for costs that exceed the application fee
incurred in connection with the application.

Section 11. Project standards.
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(a) The standards and criteria pronul gated by the agency
shall operate to encourage diversity in projects funded, give
preference to the maxi num extent practical to projects proposed
by individuals and snall busi nesses, assure acceptability of
envi ronnmental inmpacts and shall require consideration of the
potential contribution of a project if devel oped at ot her
suitable locations to neeting the energy needs of this State.

(b) Al applications submtted under this act shall be
reviewed by the agency. The agency may request that the
applicant submt additional information or revise the
application. The agency shall:

(1) determ ne whether the application neets the
standards and criteria adopted under this section; and

(2) reconmend approval or denial of the |oan application
and if approval is recomended in what anmount the |oan should
be nmade.

(c) After concluding its initial review, the agency shal
notify the applicant of the date, tinme and place of any oral
presentation to the agency on the application. The agency shal
review the application again and shall then deci de whether the
proposed small scale |ocal energy project neets the criteria
establ i shed by the agency under this section, whether the
proj ect should be financed with agency noneys and i n what anount
the | oan should be nade if approved.

Section 12. Approval or rejection of the application.

(a) After final review, the agency may either approve or
reject the financing of a small scale |ocal energy project
described in an application filed as provided in section 10.

(b) Approval of a loan by the agency shall include a

certification of the amount of the |oan. The agency's approval
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shall be based on a finding that:

(1) the proposed small scale | ocal energy project neets
established criteria under section 11;

(2) the proposed project is consistent with the
preservation and enhancenent of environnmental quality;

(3) the proposed project is feasible and a reasonabl e
risk frompractical and econom c standpoints;

(4) the plan for devel opnent of the project is
sati sfactory;

(5) the applicant is qualified, credit worthy and
responsible and is willing and able to enter into a contract
with the agency for devel opnent and repaynent as provided in
this act;

(6) there is a need for the proposed small scal e | ocal
energy project and the applicant's financial resources are
adequate to provide the working capital to maintain the
project after conpletion; and

(7) agency funds are or will be available for the
devel opnent of the proposed snmall scale | ocal energy project.

(c) The agency shall notify the applicant of its action and

of the reasons for such action. The agency shall informthe
applicant of the review procedure established in section 13.

Section 13. Review procedure.

(a) |If the agency rejects a | oan application or approves a

| oan anmount different than that requested by the applicant, the
applicant may request that the agency reviewits action in

regard to the application.

(b) The agency may review its action on its own notion or at

t he request of the applicant.

(c) An appeal of the agency's action shall be initiated by

19810H0559B0586 - 12 -
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the agency no later than 45 days after the date that the
appl i cant receives notice of the agency's action under section
12.

Section 14. Terns of the |oan contract.

If the agency approves the financing of a small scal e |ocal
energy project, the agency on behalf of the State and the
applicant may enter into a | oan contract, secured by a first
lien or by other good and sufficient collateral in the manner
provided in sections 15 and 16, which shall set forth, anong
ot her matters:

(1) That the agency, on behalf of the State, mnust
approve the arrangenents nade by the applicant for the
devel opnent, operation and nai ntenance of the snmall scale
| ocal energy project, using agency noneys for the project
devel opnent .

(2) A plan for repaynment by the applicant to the agency
of noneys borrowed fromthe agency for the devel opnent of the
smal| scale | ocal energy project and interest on those noneys
used at a rate of interest to be determ ned by the agency at
a rate necessary to provi de adequate funds to recover the
adm ni strative expenses incurred under this act. The
repaynent plan, anmong other matters:

(1) Shall provide for comrencenent of repaynent by

t he applicant of noneys used for project devel opnment and

interest thereon no |ater than two years after the date

of the | oan contract or at any other tinme as the agency
may provide.

(ii) My provide for reasonabl e extension of the
time for making any repaynent in energency or hardship

ci rcunstances, if approved by the agency.
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1 (ti1) Shall provide for evidence of debt assurance
2 of and security for repaynent by the applicant considered
3 necessary or proper by the agency.

4 (iv) Shall set forth a schedule of paynents and the
5 period of |oan which shall not exceed the usable life of
6 the conpl eted project or 30 years fromthe date of the

7 | oan contract, whichever is |less, and shall also set

8 forth the manner of determ ning when | oan paynents are

9 del i nquent. The paynment schedul e shall include repaynent
10 of interest which accrues during any period of delay in
11 repaynment authorized in subparagraph (i) and the paynent
12 schedul e may require paynents of varying anmounts for

13 col I ection of the accrued interest.

14 (v) Shall set forth a procedure for forna

15 decl aration of default of payment by the agency,

16 including formal notification of all relevant Federal,

17 State and | ocal agencies; and further, a procedure for

18 notification of all relevant Federal, State and | ocal

19 agenci es that declaration of default has been rescinded
20 when appropri at e.
21 (3) Provisions satisfactory to the agency for field
22 i nspection, the agency to be the final judge of conpletion of
23 t he project.
24 (4) Any further provisions that the agency considers
25 necessary to insure expenditure of the funds for the purposes
26 set forth in the approved application.
27 (5) That the agency may institute an appropriate action
28 or suit to prevent the use of the project financed by the
29 agency by any person who is delinquent in the repaynent of
30 any noney due to the agency.
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1 Section 15. Liens.

2 (a) (1) When a loan is nmade to a nonprofit cooperative

3 corporation or corporation for the devel opnent of snall scale
4 | ocal energy project under this act, the State has a lien for
5 t he amount of the unpaid bal ance of the | oan. The lien

6 created by this subsection attaches to the real property of

7 the applicant and to any incone realized by the applicant

8 fromthe project.

9 (2) The existence or foreclosure of the lien created by
10 this subsection shall not require the accel eration of

11 paynents on affected real property. Such paynents shal

12 continue to be made as they becone due.

13 (b) (1) Wihen a loan is made under this act to an applicant
14 ot her than a nonprofit cooperative corporation, corporation
15 or a nunicipal corporation, the |oan shall be secured by a
16 nortgage or security agreenment in the full anpunt of the | oan
17 whi ch nortgage or security agreenment shall be a |ien upon

18 such real property of the applicant as the agency shal

19 require for adequate security.
20 (2) The existence or foreclosure of the lien created by
21 this subsection shall not require the accel eration of
22 paynents on affected real property. Such paynents shal
23 continue to be made as they becone due.
24 (c) (1) Wihen a loan is made to a nunicipal corporation for
25 t he devel opment of a small scal e | ocal energy project under
26 this act, the agency shall obtain adequate and sufficient
27 security for the anmount of the unpaid bal ance of the | oan.
28 The security may be in the formof a |lien, nortgage or other
29 formof security acceptable to the agency and the nunici pal
30 cor porati on.
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(2) The existence or foreclosure of a lien, nortgage or
ot her formof security created by this subsection shall not
cause the accel eration of paynents on affected real property.
Such paynents shall continue to be made as they becone due.
(d) Wen a |loan nmade under this act is secured by a lien on

the real property of the applicant, the agency shall file notice
of the loan with recorder of deeds of each county in which is
situated real property of the applicant. The notice shal

contain a description of the real property of the applicant, the
amount of the |l oan and a statenent that the State has a lien
agai nst such real property as provided in subsection (a), (b) or
(c).

(e) Upon paynent of all amounts | oaned to an appli cant
pursuant to this act, the agency shall file with each recorder
of deeds referred to in subsection (d) a notice of satisfaction
t hat indicates repaynent of the | oan.

(f) The agency may cause to be instituted appropriate
proceedi ngs to foreclose liens for delinquent | oan paynents.
Section 16. Municipal corporations and State revenues.

In addition to any other renedy available to the agency, if a
muni ci pal corporation entitled by law to share in the
apportionment of any State revenues or funds defaults on any
paynents due to the State under a |l oan contract entered into
under section 14, the agency shall certify that fact to the
appropri ate agency, board, comm ssion or departnent, and such
agency, board, comm ssion or departnment shall w thhold paynents
of any revenues or funds in the State Treasury to which the
muni ci pal corporation is entitled until the agency certifies
that the default has been renedi ed.

Section 17. Applicant's failure to conply with the contract.
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If an applicant fails to conply with a contract entered into
with the agency and repaynent as provided in section 14, the
agency, in addition to renedies provided in sections 15 and 16,
may seek other appropriate |legal renmedies to secure the | oan and
may contract as provided in section 14 with any ot her person for
conti nuance of devel opnent and for repaynment of noneys fromthe
agency used therefor and interest thereon.

Section 18. Refinancing of a project or funds from
ot her sources.

If any small scale | ocal energy project is refinanced, or
financial assistance is obtained fromother sources after the
execution of the loan fromthe agency, all such funds shall be
first used to repay the agency.

Section 19. Loan limted to anobunt not funded by other sources.

If the applicant receives fromany source other than the
agency any funds to assist in the devel opnent of the project,

t he amount of the loan to the applicant fromthe agency shall be
limted to that anmount necessary for the devel opnent of those
portions of the project not funded by other sources.

Section 20. |Issuance of bonds and notes.

(a) The agency shall have the power and is hereby authorized
fromtime to tine by resolution of the nenbers and subject to
the witten approval by the Governor to issue its negotiable
bonds, either as serial bonds maturing in annual installnments or
as term bonds, or any conbination thereof, and notes in such
princi pal anount as, in the opinion of the agency, shall be
necessary to provide sufficient funds for achieving its
cor porate purposes, including the energy prograns established
under this act, the paynent of interest on bonds and notes of

t he agency, establishnent of reserves to secure such bonds and
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notes, and all other expenditures of the agency incident to and
necessary or convenient to carry out its corporate purposes and
powers. The agency shall have the power, fromtine to tinme, by
resol ution of the nenbers and subject to the witten approval of
t he Governor to issue renewal notes, to issue bonds to pay notes
and whenever it deens refunding expedient to refund any bonds by
t he i ssuance of new bonds, whether the bonds to be refunded have
or have not matured, and to issue bonds partly to refund bonds

t hen outstanding and partly for any other purpose. The refunding
bonds shall be sold and the proceeds applied to the purchase,
redenpti on or paynent of the bonds to be refunded. The agency
shall not have the power to issue bond anticipation notes:

Provi ded, however, That renewal bond anticipation notes may be

i ssued for the sole purpose of redeem ng any issue or portion of
any issue of bond anticipation notes heretofore issued by the
agency whi ch have not been retired through the sale of bonds.

(b) The notes and bonds of the agency shall bear such date
or dates, and shall mature at such time or tinmes, in the case of
any such note, or any renewal s thereof, not exceeding five years
fromthe date of issue of such original note, and in the case of
any such bond not exceeding 50 years fromthe date of issue, as
such resolution or resolutions may provide. The notes and bonds
shal | bear interest at such rate or rates, be in such
denom nations, be in such form either coupon or registered,
carry such registration privileges, contain such terns and
provisions relating to, but not limted to, pledges of the
agency's assets, setting aside of reserves, limtations on
addi ti onal notes and bonds, and such other matters as nmay affect
the security or protection of the notes and bonds, be executed

in such manner, be payable in such nmedi um of paynent, at such
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pl ace or places and be subject to such terns of redenption as
such resolution or resolutions may provide. The notes and bonds
of the agency nay be sold at public or private sale, at such
price or prices as the agency shall determ ne.

(c) Neither the nenbers of the agency nor any person
executing the notes or bonds shall be |iable personally on the
notes or bonds or be subject to any personal liability or
accountability by reason of the issuance thereof.

(d) The agency, subject to such agreenent w th notehol ders
or bondhol ders as may then exist, shall have power out of any
funds avail able therefor to purchase its notes or bonds, which
shall thereupon be cancelled, at a price not exceeding:

(1) if the notes or bonds are then redeenable, the
redenption price then applicable plus accrued interest to the
next interest paynent date thereupon; or

(2) if the notes or bonds are not then redeemabl e, the
redenption price applicable on the first date after such
pur chase upon which the notes or bonds becone subject to
redenption plus accrued interest to such date.

Section 21. Credit of Conmonweal th or any subdi vi sion thereof
not pl edged.

Except as may ot herw se be expressly provided by the agency,
its bonds and notes shall be general obligations of the agency
payabl e out of any noneys or revenues of the agency, including
t he proceeds of | oans made under this act, reserve funds created
t herefor by the agency, any nortgage insurance contracts
pertaining thereto and other |awfully avail abl e noney, subject
only to any agreenents with hol ders of the bonds or notes
pl edgi ng any recei pts or revenues. Bonds and notes issued under

the provisions of this act shall not be deened to constitute a
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debt of the Conmonwealth or of any political subdivision thereof
or a pledge of the faith and credit of the Commonweal th or of
any such political subdivision. Al such bonds and notes shal
contain on the face thereof a statement to the effect that

nei ther the agency nor the Commonweal th nor any political
subdi vi sion thereof shall be obligated to pay the sane or the

i nterest thereon except from such proceeds, reserve fund or

nort gage i nsurance contracts and that neither the faith and
credit nor the taxing power of the Commonweal th or any political
subdi vi sion thereof is pledged to the paynent of the principal
of or the interest on such bonds.

Section 22. Funds and accounts.

The agency shall create such funds and accounts as may be
necessary or desirable for its corporate purposes and shall pay
into each such fund or account any noneys appropriated and nmade
avai |l abl e by the Commonweal th for the purposes of such fund or
account. Not hing contained herein shall be construed as
prohi biting the agency fromcreating within any fund one or nore
accounts which may be used or pledged by the agency for a
speci fic purpose.

Section 23. Reserve funds and appropriations.
(a) The agency may create and establish one or nore speci al

funds, herein referred to as "capital reserve funds," and shal
pay into each such capital reserve fund:
(1) any noneys appropriated and nade avail able by the
Commonweal th for the purpose of such fund;
(2) any proceeds of sale of notes or bonds to the extent
provided in the resolution or resolutions of the agency

aut hori zing the issuance thereof; and

(3) any other noneys which nmay be available to the
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agency for the purpose of such fund from any other source or

sour ces.
Al'l noneys held in any capital reserve fund, except as
herei nafter provided, shall be used, as required, solely for the
paynent of the principal of bonds secured in whole or in part by
such fund or of the sinking fund paynments with respect to such
bonds, the purchase or redenption of such bonds, the paynent of
i nterest on such bonds or the paynment of any redenption prem um
required to be paid when such bonds are redeened prior to
maturity. Moneys in any such fund shall not be w thdrawn
therefromat any tine in such amount as woul d reduce the anmount
of such fund to | ess than the m ninum capital reserve fund
requi renent established for such fund, as hereinafter provided,
except for the purpose of making, with respect to bonds secured
in whole or in part by such fund, paynment when due, of
principal, interest, redenption prem uns and the sinking fund
paynments with respect to such bonds for the paynent of which
ot her noneys of the agency are not available. Any incone or
i nterest earned by, or increnments to, any capital reserve fund
due to the investnment thereof may be transferred by the agency
to other funds or accounts of the agency to the extent it does
not reduce the anount that capital reserve fund bel ow t he
m ni mum capital reserve fund requirenent for such fund.

(b) The agency shall not at any tinme issue bonds, secured in
whole or in part by a capital reserve fund; if upon the issuance
of such bonds, the amount in such capital reserve fund will be
| ess than the m ninum capital reserve fund requirenment for such
fund, unless the agency at the tinme of issuance of such bonds,
shall deposit in such fund fromthe proceeds of the bonds to be

i ssued, or from other sources, an anount which, together with
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t he amount then in such fund, will not be less than the m ni mum
capital reserve fund requirenment for such fund. For the purposes
of this section, the term"m ni mum capital reserve fund

requi renent” shall nmean, as of any particular date of
conput ati on, an anmount of noney, as provided in the resol ution
or resolutions of the agency authorizing the bonds with respect
to which such fund is established. In no event, however, shal
such capital reserve fund requirenment exceed an anmobunt equal to
not nore than the greatest of the respective amounts, for the
current or any future fiscal year of the agency, of annual debt
service on the bonds of the agency secured in whole or in part
by such fund, such annual debt service for any fiscal year being
t he amount of noney equal to the aggregate of all interest and
princi pal payabl e on such bonds during such fiscal year,

cal cul ated on the assunption that all such bonds are paid at
maturity or if any anobunt of such bonds is required to be
redeened on any earlier date by operation of a sinking fund,
then on the assunption that such anount of bonds is redeened on
such earlier date and that such amount is considered principal
payabl e on such bonds during the year they are to be redeened
for purposes of this cal cul ation.

(c) To assure the continued operation and sol vency of the
agency, for the carrying out of its corporate purposes,
provision is made in subsection (a) for the accumul ation in each
capital reserve fund of an anmount equal to the m ninmum capital
reserve fund requirenent for such fund. In order further to
assure the mai ntenance of such capital reserve funds, the
agency, at |east 30 days before the beginning of each
| egi sl ati ve session, shall submt to the Governor and the

CGeneral Assenbly a witten statenent of the obligations of the
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agency falling due within the succeeding 12-nonth period and of
the manner in which the agency antici pates providing for such
obl i gati ons by way of paynent, extension, renewal or otherw se
and an estimate of the funds, if any, expected to be necessary
during the following year to restore to each such capital
reserve fund any deficiencies in the mninmumcapital reserve
fund requirenment for such fund or otherwi se to avoid default in
t he paynent of interest or principal upon bonds or notes issued
by the agency, or in sinking fund paynents required to be nade,
and the Governor shall cause the anount of such noneys, if any,
to be placed in the budget of the Commonweal th for the next
succeedi ng fiscal year, so that the General Assenbly shall be
enabl ed to provide appropriations sufficient to restore any such
deficiencies or otherwise to avoid any default. Such
appropriations, if any, shall be repaid to the Conmonweal th as
soon as possi ble by the agency from noneys of the agency in
excess of the anmount required to make and keep the agency self-
supporti ng.

(d) In conputing the amount of any capital reserve fund for
t he purposes of this section, securities in which all or a
portion of such fund are invested shall be valued at par if
purchased at par, or if purchased at other than par, at
anorti zed val ue, which when used with respect to securities
purchased at a prem um above or a discount bel ow par, shall nean
t he val ue as of any given date obtained by dividing the total
anount of the prem umor discount at which such securities were
pur chased by the nunber of days remaining to maturity on such
securities at the time of such purchase and by multiplying the
anount so cal cul ated by the nunber of days havi ng passed since

the date of such purchase; and:
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(1) in the case of securities purchased at a prem um by
deducting the product thus obtained fromthe purchase price;
and

(2) in the case of securities purchased at a di scount,
by addi ng the product thus obtained to the purchase price.

Section 24. Trust agreenent.

(a) In the discretion of the agency, bonds and notes issued
by it shall be secured by a trust agreenment by and between the
agency and a trustee, which may be any trust conpany or bank
wi thin the Comonweal t h having the powers of a trust conpany.

Ei ther the resolution providing for the issuance of bonds and
notes or such trust agreenent may contain such provisions for
protecting and enforcing the rights and renedi es of the

bondhol ders as may be reasonabl e and proper and not in violation
of law, including covenants setting forth the duties of the
agency in relation to the custody, safeguarding and application
of all noneys.

(b) It shall be lawful for any bank or trust conpany
i ncorporated under the |laws of the Commobnwealth to act as
depository of the proceeds of bonds and notes or of revenues and
to furnish such i ndemi fying bonds or to pledge such securities
as may be required by the agency. Such trust agreenment may set
forth the rights and renedi es of the bondhol ders and notehol ders
and of the trustee, and may restrict the individual right of
action by bondhol ders and noteholders. In addition to the
foregoi ng, such trust agreenment nmay contain such other provision
as the agency nmay deem reasonabl e and proper for the security of
t he bondhol ders and notehol ders. Al expenses incurred in
carrying out the provisions of such trust agreenent may be

treated as a part of the cost of the operation of the agency.
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Section 25. Bonds and notes tax exenpt.

The creation of the agency is in all respects for the benefit
of the people of the Conmonwealth and for the inprovenent of
their health, safety, welfare, confort and security, and its
pur poses are public purposes and the agency will be perform ng
an essential governnental function. The Commonweal th covenants
with the purchasers and all subsequent hol ders and transferees
of the notes and bonds issued by the agency, in consideration of
t he acceptance of any paynent for the notes and bonds, that the
not es and bonds of the agency, issued pursuant to this act and
the incone therefrom the incone and revenues of the agency, and
the agency and its property shall at all tines be free from
taxation or assessnment of every kind and nature except for
i nheritance, estate, gift and transfer taxes.

Section 26. Notes and bonds as | egal investnents.

The notes and bonds of the agency are securities in which al
public officers and bodi es of the Comonwealth and al
muni ci palities and rmnuni ci pal subdivisions, all insurance
conpani es and associ ati ons, and ot her persons carrying on an
i nsurance busi ness, all banks, trust conpani es, savings banks
and savi ngs associ ations, saving and | oan associ ati ons,

i nvest ment conpani es, all adm nistrators, guardi ans, executors,
trustees and other fiduciaries, and all other persons whatsoever
who are now or may hereafter be authorized to invest in bonds or
ot her obligations of the Commonweal th, may properly and |legally
i nvest funds, including capital, in their control or bel ongi ng
to them
Section 27. Covenant by Conmonwealth not to limt or alter
powers vested in agency.

The Commonweal t h does hereby pledge to and covenant and agree
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with the holders of any bonds, bond anticipation notes or other
obligations issued pursuant to the authority of this act that
the Commonwealth will not limt or alter the rights or powers
hereby vested in the agency to performand fulfill the terns of
any agreenment nade with the holders of such bonds, bond

antici pation notes or other obligations, or in any way inpair
the rights or remedi es of such holders, until such bonds, bond
antici pation notes and other obligations, together with interest
thereon, with interest on any unpaid installnments of interest,
and all costs and expenses in connection with any action or
proceedi ngs by or in behalf of such holders, are fully nmet and
di scharged or provided for. The agency may include this pledge
and agreenment of the Commonwealth in any agreenment with the

hol ders of bonds, bond anticipation notes and other obligations
i ssued by the agency.

Section 28. Liberal construction.

This act, being necessary for the welfare of the Commonweal th
and its inhabitants, shall be liberally construed to effect the
pur poses t hereof.

Section 29. Fraud penalty.

Any person who attenpts to or obtains financial aid for a
smal| scale | ocal energy project hereunder by fal se or
m sl eadi ng i nformati on or who shall violate this act or who
shall by fraud attenpt to obtain noneys fromthe agency or its
approval for the paynment of noneys or shall fraudulently attenpt
to or does prevent the collection of any noneys due to the
agency shall, for each offense, be guilty of a m sdenmeanor of
the third degree, and, upon conviction thereof, shall be
sentenced to pay a fine not exceeding $300 or undergo

i mpri sonment not exceedi ng one year, or both.
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1 Section 30. Effective date; proclamation.

2 This act shall take effect in 60 days but shall not be

3 inplenented until the Governor by proclamation decl ares that

4 sufficient funds are available to adm nister this act. For the
5 purposes of this determination and then thereafter, in addition
6 to any appropriations as are nade to the agency, the

7 Commonwealth is authorized to accept for the account of the

8 agency grants-in-aid, donations and gifts of every manner and

9 type fromthe Federal Governnment or from any other private or
10 public corporation or person. Upon such declaration, such funds
11 as have been collected shall imediately be paid to the
12 treasurer of the agency, or if a treasurer has not been
13 appointed, to such other person as the Governor nmay designate as
14 acting treasurer.
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