PRI OR PRINTER S NO. 3200

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2294 =%

I NTRODUCED BY MANDERI NO, RYAN, MORRI'S, GRIECO, | RVIS, RUDY,

WASS, HONAMAN, PI EVSKY, DeVERTER, HAYES, HOEFFEL, BOWSER
LLOYD, JOHNSON, AFFLERBACH, FARGO, FREEMAN, MERRY, PUNT,

| TKIN, BURD, DOVBROMABKI, GANNON, TRELLO, KOSI NSKI, MHALE,
PRATT, MAYERNI K, STEWART, WOZNI AK, CORDI SCO, DelLUCA,

STEI GHNER, GALLAGHER, KASUNI C, DALEY, COHEN, CESSAR, WAMBACH
PETRARCA, COY, D. R WRI GHI, NOYE, DORR, RUDY, B. SM TH,
HERSHEY, SALOOM MADI GAN, SEMVEL, WARGO, SIRIANNI, PITTS,
BELFANTI, VROON, GRUPPO, STUBAN, DeWEESE, KENNEDY, MJRPHY,
COLE, SERAFI NI, GREENWOOD, COSLETT, SCHULER, GEORGE, STAIRS
WACHOB, M CHLOVI C, COVELL, E. Z. TAYLOR, FEE, CALTAG RONE,
RYBAK, PISTELLA, KUKOVI CH, SHOVNERS, BALDW N, CAPPABI ANCA,
McCALL, PRESTQN, BATTI STO, DEAL, RAPPAPORT, OLIVER, SEVENTY,
CLARK, DUFFY, MRKONI C, HERMVAN, LEVI, KLI NGAMAN, MANM LLER
BUNT, SAURMAN, MOWERY, CLYMER, REINARD, TELEK, LEHR AND
DAVI ES, JUNE 13, 1984

AS

AMENDED ON THI RD CONSI DERATI QN, HOUSE OF REPRESENTATI VES,
JUNE 18, 1984
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AN ACT

Providing for agricultural devel opnent; establishing the

Secti on

Secti on

Secti on

Secti on

Agricul tural Devel opnment Advisory Committee and providing for
its powers and duties; providing for certain guaranteed | oans
and interest deferral; providing further duties of the
Secretary and Department of Agriculture and the Secretary and
Depart ment of Comrerce; and maki ng an appropriation.
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15 The General Assenbly of the Conmonweal th of Pennsyl vani a
16 hereby enacts as foll ows:

17 Section 1. Short title.

18 This act shall be known and may be cited as the Agricul tural
19 Devel opnent Act.
20 Section 2. Definitions.
21 The foll ow ng words and phrases when used in this act shal
22 have the meanings given to themin this section unless the
23 context clearly indicates otherw se:
24 "Agricultural activity" or "farmng." The comrerci al
25 production of agricultural crops, |ivestock or |ivestock
26 products, poultry products, mlk or dairy products, or fruits
27 and other horticul tural products.
28 "Applicant.” Any famly farmenterprise applying for a
29 famly farmloan guarantee or an interest deferral.
30 "Area | oan organi zation." A |local devel opnent district of
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1 the Appal achi an Regi onal Comm ssion, an industrial devel opnment

2 corporation organi zed and existing under the act of May 17, 1956
3 (1955 P.L.1609, No.537), known as the Pennsyl vania |Industrial

4 Devel opnent Authority Act, or any other nonprofit economc

5 devel opnent organi zation certified by the Secretary of

6 Agriculture and the Secretary of Conmerce as possessi ng an

7 acceptable | oan review commttee, professional staff support and
8 such other qualifications as are necessary to eval uate and

9 admnister |oan guarantees and interest deferrals nade under the
10 provisions of this act.

11 "Conmittee.” The Agricultural Devel opnent Advi sory

12 Committee.

13 "Departnment.” The Departnent of Agriculture.

14 "Fam |y farmcorporation.” A corporation forned for the

15 purpose of farmng in which the majority of the voting stock is
16 held by and the majority of the stockhol ders are natural

17 persons, or the spouses of such persons or other persons rel ated
18 to such persons or spouses and at |east one of such majority

19 stockholders is residing on or actively operating or nanagi ng
20 the farm and none of the stockhol ders of which are corporations.
21 "Fam |y farmenterprise.” A natural person, famly farm
22 corporation or famly farm partnership engaged in farm ng,
23 including the processing and marketing of its agricultural
24 comodities directly, provided that those agricultural
25 comodities are or woul d be produced on the farm for which
26 financial assistance is sought.
27 "Fam |y farm partnership.” A general partnership entered
28 into for the purpose of farm ng having no nore than three
29 unrel ated nenbers and having at | east one nenber residing on or

30 actively operating or managi ng the farm
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"Farmand.” Land in the Conmonwealth that is capabl e of
supporting the comrercial production of agricultural crops,
livestock or livestock products, poultry products, mlk or dairy
products, fruit or other horticultural products and land in the
Commonweal th on which a famly farmenterprise would process or
market its agricultural commodities directly, provided that
t hose agricultural conmmodities are or would be produced on the
farm for which financial assistance is sought.

"Federal agency."” Includes the United States of Anmerica, the
President of the United States of Anerica and any departnment or
corporation, agency or instrunentality heretofore or hereafter
created, designated or established by the United States of
Aneri ca.

"Lender." Any bank, savings bank, mutual savings bank,
bui l di ng and | oan associ ati on and savi ngs and | oan associ ati on
organi zed under the laws of this Commonwealth or the United
States, trust conpanies, trust conmpanies acting as fiduciaries
and other financial institutions subject to the supervision of
t he Departnent of Banking; and any foreign or donestic
corporation engaged in the business of insurance which is
subject to the supervision of the Insurance Comm ssioner; and
any financial institutions operating under the supervision of
the Federal farmcredit administration. The termshall al so nmean
the seller of the property in cases of seller-sponsored | oan or
pur chase noney | oan.

"Secretary." The Secretary of Agriculture.

Section 3. The Agricultural Devel opnent Advisory Commttee.

(a) Establishnent.--There is hereby created the Agricultural

Devel opnent Advi sory Committee.

(b) Conposition.--The comrmittee shall be conposed of the
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1 followng:

2 (1) The Secretary of Agriculture, who will serve as

3 chai r man.

4 (2) The chairnmen of the Senate and House Agricul ture and
5 Rural Affairs Comrittees or their respective designees.

6 (3) Six nenbers to be appointed by the Secretary of

7 Agriculture as follows:

8 (i) one officer froma comercial |ending

9 institution experienced in agricultural financing;

10 (ii) three farmers;

11 (ii1) one officer froma farmcredit association
12 and

13 (iv) one agricultural econom st.

14 A mpjority of the conmttee shall constitute a quorum 1In

15 appointing the three farmers to the conmttee, the Secretary of
16 Agriculture may consider farmers recommended by the Statew de
17 general farm organi zations.

18 (c) Appointnent, ternms and vacancies.--The nenbers of the
19 committee initially appointed by the Secretary of Agriculture
20 and any person appointed by the secretary to fill a vacancy
21 shall serve until June 30, 1987.
22 (d) Staff services.--The Departnment of Agriculture shal
23 provide staff services for carrying out its powers and duties
24 under this act, including |liaison between the comrttee and
25 lenders, the Departnent of Agriculture, the Departnent of
26 Comrerce, and ot her agencies of the Commonweal th whose
27 facilities and services may be useful to the commttee inits
28 work.
29 (e) Expenses of committee nenbers.--The nenbers of the

30 commttee shall be entitled to no conpensation for their

19840H2294B3239 - 5 -



© o0 N oo o A~ wWw N P

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

30

services as nenbers, but shall be entitled to reinbursement for
all necessary expenses incurred in connection with the
performance of their duties as nenbers of the commttee.
Section 4. Reports to General Assenbly.

On or before March 1 of each year in which | oan guarantees or
interest deferrals are outstanding, the secretary shall submt a
report to the Secretary of the Senate and the Chief Cerk of the
House of Representatives detailing each | oan guarantee and
interest deferral accepted or rejected by type, anount, interest
rate, lending institution, |ocation, dates of application and
final decision, type of farm and acreage of farm The secretary
shall also estimte the anount of farm and preserved and the
increase in the amount of farmreceipts in the Comonweal t h due
to this program
Section 5. General powers and duties of the secretary.

The secretary may exercise all powers necessary or
appropriate to carry out this act, including the follow ng
powers, in addition to others herein granted:

(1) To review all applications for interest deferrals
and | oan guarantees under this act.

(2) To determne, after consideration of the
recommendati ons of the Secretary of Commerce and the
commttee, which applications for interest deferrals and | oan
guar ant ees shoul d be rejected, which applications should be
approved, and which applications shoul d be approved subj ect
to special conditions.

(3) To determne, after consideration of the
recommendati ons of the Secretary of Commerce and the
committee, the scope—andoperation CRI TERI A AND PROCEDURES of

the interest deferral and | oan guarantee prograns.
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1 (4) To conduct exam nations anrd—investigationrs—andto <—
2 I . N . | I e Lon.

3 bl . I . ’ Lol .

4 afermation—and necessary to:

5 (i) the determ nation of an applicant's eligibility
6 to receive an interest deferral or |oan guarantee;

7 (ii) the determ nation of the economc viability of
8 the interest deferral or |oan guarantee; and

9 (itii1) the power to review the operation of any

10 famly farmenterprise that has received an interest

11 deferral or |oan guarantee.

12 <—
13

14

15

16

17

18

19
20
21
22
23
24
25 9> (5) In determining eligibility for an interest
26 deferral or a |oan guarantee, to consult with the commttee
27 and staff of any local farmcredit association or
28 agricultural stabilization and conservation service office in
29 the area where an applicant resides or where the famly farm
30 enterprise is |ocated or proposed to be | ocated.
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(10} (6) To prescribe, | N CONJUNCTI ON W TH THE SECRETARY
OF COMVERCE, the form and manner for the subm ssion of
applications for interest deferrals and | oan guarantees and
the information to be included in those applications.
5 (7) To determine the information to be provided by
t he applicant, the | ender,—the—Seeretary—ofComrerece and the
commi ttee.
2> (8) To do all other acts and things necessary or
convenient to carry out the powers granted to himby this act
or any other acts.
Section 6. Review of applications by the Secretary of Comerce.
(a) Formof application.--Prior to reconmendi ng the approval
or rejection of any interest deferral or |oan guarantee
authorized by this act, the Secretary of Conmmerce shall receive
fromthe prospective borrower an application in the form and
manner prescribed by the Secretary of Agriculture AND THE
SECRETARY OF COMMVERCE together with any other information as the
Secretary of Agriculture shall require the prospective borrower
and the prospective | ender to provide.
(b) Review of application.--Upon receipt of a properly
subm tted and docunented application, the Secretary of Comerce
shall conduct a financial review of the application and
recommend approval, approval with special conditions, or
rejection of the application on the basis of the foll ow ng
criteria and the eligibility criteria and loan |imts prescribed
by section 8:
(1) The ability of the applicant to neet and satisfy al
debt service as it becones due and payabl e.
(2) The sufficiency of available collateral, including

satisfactory lien positions on real and personal property
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whi ch shall consist of no | ess than second |ien positions on

such real and personal property.

(3) The relevant crimnal and credit history and ratings
of the applicant as determined fromcredit reporting services
and ot her sources.

(4) The eligibility of the applicant and the project for
t he guarantee or interest deferral which is being sought.

(5) The capital needs of the applicant.

(6) The paynent to date of all tax obligations due and
owi ng by the applicant to the Comonweal th or any politi cal
subdi vi si on thereof.

(7) THE AVAI LABI LI TY OF EVI DENCE THAT | NSUFFI Cl ENT <—
PRI VATE FUNDS ARE AVAI LABLE AT REASONABLE RATES AND TERMS
W TH N THE NECESSARY Tl ME W THOUT THE REQUESTED ASSI STANCE
(c) Transmittal to the Secretary of Agriculture.--Follow ng

the revi ew and reconmendati on, the Secretary of Comrerce shal
transmt the application and the recomendati on on that
application to the Secretary of Agriculture together with the
rational e for that recomrendati on and any other infornmation
requested by the Secretary of Agriculture.

(d) Use of area | oan organi zations.--In carrying out his
duties and responsibilities under this section, the Secretary of
Commerce may utilize area | oan organi zati ons whi ch have been
certified by the Secretary of Agriculture and the Secretary of
Commerce. In determning if an area | oan organi zati on shoul d be
certified for the purposes of this act, the secretaries shal
consider, in addition to other relevant factors, the expertise
of that area | oan organi zation for the purposes of performng
some duties and responsibilities under this section but deny

certification for the purpose of perform ng other duties and
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responsi bilities for which the organization is determ ned not to

have sufficient expertise or personnel. AREA LOAN ORGANI ZATI ONS

MAY ESTABLI SH AND CHARGE REASONABLE FEES FOR PROCESSI NG LOAN

GUARANTEES AND | NTEREST DEFERRALS UNDER THI S ACT WTH THE

APPROVAL OF THE SECRETARY AND THE COWM TTEE.

Section 7. Review of applications by the commttee and the
Secretary of Agriculture.

(a) Application form--Prior to recommendi ng the approval or
rejection of any interest deferral or |oan guarantee authorized
by this act, the commttee shall receive fromthe prospective
borrower an application in the formand nmanner prescribed by the
secretary together with any such other information as the
secretary shall require the prospective borrower and the
prospective | ender to provide.

(b) Mjority required.--The conmttee shall not reconmend
t he approval of an application for an interest deferral or a
| oan guarantee unless a mpjority of the quorum present at a
neeting vote in favor of the action.

(c) Financial status of borrower.--In determ ning whether to
recommend any interest deferral or |oan guarantee in accordance
with this act, the commttee shall give primary consideration to
the borrower's ability to repay and secondary consideration to
the security avail abl e.

(d) Reconmendation to secretary.--The commttee shal
forward its recommendati on of the approval or rejection of any
interest deferral or |oan guarantee to the secretary together
with the rationale for the commttee' s decision, any other
i nformati on requested by the secretary and any reconmendati on of
special conditions to be placed on an approved interest deferral

or | oan guar ant ee.

19840H2294B3239 - 10 -



(e) Criteria for conmttee recomrendations.--1n determ ning
whet her to reconmend the approval or rejection of any interest
deferral or |oan guarantee, the commttee shall adhere to the
eligibility criteria and loan limts prescribed by section 8.

(f) Action by the secretary.--The secretary shall grant an
interest deferral or a |loan guarantee to an applicant only after
consi deration of the reconmendation of the commttee and the
recommendati on of the Secretary of Commerce and only in
accordance with the eligibility criteria and loan limts
prescri bed by section 8. The secretary may grant an interest
deferral or a | oan guarantee in a | esser anmobunt and on | ess
favorabl e ternms than recommended by the committee or the
Secretary of Commerce and may i npose conditions not recomrended
by the conmittee or the Secretary of Commerce.

Section 8. Eligibility for interest deferrals and | oan
guarantees and limtations thereon.

(a) Eligibility criteria.--To be eligible for an interest
deferral or a | oan guarantee, an applicant nust denonstrate:

(1) That he is a resident of the Commonweal th, or that
its principal operating or managi ng nenbers or sharehol ders
in the case of either a famly farmpartnership or a famly
farm corporation are Pennsylvani a residents or show
sufficient evidence that he or they intend to becone a
resident or residents. If the applicant is a corporation, it
must be a Pennsyl vania corporation in order to be eligible.

(2) That the applicant or the principal operating or
managi ng nenbers or sharehol ders thereof have sufficient
education, training or experience in the type of farmng for
whi ch he or they wish the interest deferral or |oan guarantee

and will participate in a farm managenent program approved
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by the secretary, for the duration of the | oan on which the
interest will be deferred or for the duration of the |oan
guar ant ee.

(3) That the applicant has been processed by a | ender
for the loan on which the interest deferral or |oan guarantee
is sought and that the lender will nmake and service such
| oan.

(4) That the applicant will use the | oan proceeds for
the agricultural purposes set forth in the application and
that the farmland or famly farmenterprise is located in
Pennsyl vani a.

(5) That the applicant is credit worthy, based on the
applicant's net worth, cash flow projections, and credit
rating and on the type of farmand or famly farmenterprise
i nvol ved.

(6) That the terns offered by the | ender without an
interest deferral or |oan guarantee are not adequate to
permt the applicant to carry out the agricultural purposes
for which he is seeking the | oan.

(7) That the |loan guarantee or interest deferral would
facilitate the continued operation or transfer of a farmin
Pennsyl vania which is currently active, would help the
applicant to replace all or part of its production with
production of a commodity or conmodities for which there is
nore |likely to be an adequate market, or would help the
famly farmenterprise to process or market directly a
commodity or commodities produced on the farmfor which
financi al assistance is sought.

(b) Loan limt for acquiring farm and and farm structures. --

30 The secretary nmay guarantee a |oan or | oans not to exceed the
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| esser of 90% of the anpbunt of the loan or |oans or $200, 000 for
each famly farmenterprise for a termnot to exceed 20 years if
the loan is guaranteed for the purpose of acquiring farm and,
farm structures or a conbi nation thereof.

(c) Loan limt for acquiring equipnment, |livestock and ot her
capital assets.--The secretary may guarantee a | oan or | oans not
to exceed the | esser of 90% of the anobunt of the |oan or |oans
or $150, 000 for each famly farmenterprise for a termnot to
exceed seven years if the |oan guaranteed is for the purchase of
capi tal assets, such as, but not limted to, equipnment or
livestock and horticultural assets.

(d) Loan limt for acquiring noncapital assets.--The
secretary nmay guarantee a |loan or |oans not to exceed the |esser
of 90% of the anpbunt of the loan or |oans or $50, 000 for each
famly farmenterprise for a termnot to exceed one year if the
| oan guaranteed is for the purchase of fertilizer, seed,
| ivestock feed or other supplies normally used for agricultural
activity or farmng.

(e) Interest deferrals.--The secretary nmay nake the interest
paynents for an applicant for up to the first three years of a
loan if the loan is guaranteed in accordance with this section
or is in the anount and for the purposes for which a | oan may be
guaranteed in accordance with this section. The secretary shal
prescri be the period during which, and the terns under whi ch,
the applicant shall reinburse the Coomonwealth for the interest
whi ch the secretary paid to the | ender on the applicant's behalf
and the security which the applicant nust provide to assure
rei mbursenent to the Commonweal t h.

Section 9. Sale or conveyance by applicant.

(a) Obligation due on sale.--Any applicant who sells or
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conveys the property for which an interest deferral or |oan

guarantee was granted shall imediately return the entire

i ndebt edness still owed to the Commonwealth or to the lender, if

any. The new owner may negotiate an interest deferral or |oan
guarantee in his own right, but under no circunstances may the
original |oan be assuned by the new owner OR THE PROPERTY BE <—
SOLD SUBJECT TO THE LOAN. This subsection is not intended to

prohi bit an applicant fromgranting a security interest in the
property for the purposes of securing an additional |oan.

(b) Default.--Any applicant who fails to naintain the | and
covered by an interest deferral or a |oan guarantee for a period
of tinme longer than one year shall be in default. Such a default
may be waived by the secretary, after consultation with the
committee and the Secretary of Commerce, in the event of a
physi cal disability or other extenuating circunstances.

Section 10. Rules and regul ations.

The secretary may, in the manner provided by |aw, promul gate
the rules and regul ations and fornms necessary to carry out this
act .

Section 11. Limtation on amount of interest deferrals and
| oan guar ant ees.

The sum of all outstanding interest deferrals and | oan

guarantees at any time shall not exceed the—amount—ef—roney <—
appropriatedfor—such—purpoeses $25, 000, 000. Under no

ci rcunst ances shall the the Secretary of Agriculture, the
Secretary of Commerce or the comm ttee have power to pl edge the
credit or taxing power of the Conmmonwealt h.
Section 12. Conflict of interest prohibited.

No nmenber of the commttee or officer or enployee of the

Department of Agriculture or the Departnent of Commerce or
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menber or enpl oyee of an area | oan organi zation shall either
directly or indirectly be a party to or be in any manner
interested in any contract or agreenent under this act for any
matter, cause or thing whatsoever by reason whereof any
liability or indebtedness shall in any way be created agai nst

t he Commonweal th, provided that nothing herein shall prohibit a
commercial lending institution or a farmcredit association from
either directly or indirectly being a party to or being in any
manner interested in any such contract or agreenent if one of
its officers is a nenber of the commttee as |ong as such

of ficer declares his conflict of interest and refrains from
participating in any deliberation or vote on, or other action
regardi ng, such contract or agreenent. |If any contract or
agreenent shall be made in violation of this section, the sane
shall be null and void and no action shall be maintained thereon
agai nst the Conmonweal t h.

Section 13. Appropriation.

The sum of $10, 000, 000 is hereby appropriated TO THE
DEPARTMENT OF AGRI CULTURE from the Pennsyl vani a Econom c
Revitalization Fund for the purposes set forth in this act. The
appropriati on nade hereby shall be a continuing appropriation.
Section 14. Limtation.

No | oan guarantees or interest deferrals pursuant to this act
shall be approved after June 30, 1987.

Section 15. Effective date.

This act shall take effect inmediately.
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