PRI OR PRI NTER S NO. 3412 PRINTER S NO. 3526

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2516 *5&”

I NTRODUCED BY MORRI'S, SI RIANNI, HONAMAN, WASS, JOHNSQON, BUSH
BROUJGS, COY, LLOYD, LaGROITA, SHONERS, NAINE, BOWEY,
HERSHEY, FARGO, COLE, HAYES, BOWBER, NOYE, G SNYDER,
SERAFI NI, SEMMEL, YANDRI SEVI TS, MELI O, BARLEY, E. Z. TAYLOR
MARKOSEK, M HALE, VROON, DORR, RUDY, CHADW CK, SALOOM
S. H SMTH, BATTISTO STAIRS, PETRARCA AND ROBBI NS
JUNE 6, 1988

AS REPORTED FROM COWM TTEE ON AGRI CULTURE AND RURAL AFFAI RS
HOUSE OF REPRESENTATI VES, AS AMENDED, JUNE 22, 1988
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AN ACT
Amendi ng the act of July 2, 1984 (P.L.545, No.109), entitled "An
act establishing a | oan program for capital devel opnment
projects; providing for the use of funds made avail abl e under

t he Appal achi an Regi onal Devel opnent Act of 1965 and the

Publ i c Wrks and Econom c¢ Devel opnent Act of 1965; providing

for | oans, |oan guarantees and ot her prograns for capital

devel opnent projects of small businesses; creating the

Capital Loan Fund; providing standards for and requirenents

of the program and meki ng appropriations,”™ further providing

for loans to agricultural processors.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. The definition of "Class Ill |oans" in section 2
of the act of July 2, 1984 (P.L.545, No.109), known as the
Capital Loan Fund Act, amended July 9, 1986 (P.L.1226, No.111),

i s amended and the section is anended by adding definitions to
read:
Section 2. Definitions.

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

"Agricultural processor." A person or entity that adds val ue

by subjecting one or nore farmcomodities to a process of

manuf acture, devel opnent or preparation for sale; a person or

entity that converts a farm product into a marketable form

including, but not limted to, |livestock by slaughtering, fruits

and veget abl es by canni ng and freezi nq, and hardwood FOREST <—

PRODUCTS by secondary processi ng.

* * %
"Class Ill loans.”" Al |oans made under the provisions of
this act other than Class I, Cass Il, Cdass |V, apparel

i ndustry | oans or export assistance | oans.

"Class IV loans." Loans nade to aqgricul tural processors from

the Capital Loan Fund under the provisions of this act.

* * %

"Farm commpdity." Any Pennsyl vani a grown agri cul tural,

horticultural, aquacultural, vegetable, fruit and floricultural

product of the soil, |ivestock and neats, wools, hides, furs,

poultry, eggs, dairy products, nuts, nushroons, honey products

and hardwoods FOREST PRODUCTS. <—

* * %

Section 2. Sections 4 and 5 of the act are anended by addi ng
subsections to read:
Section 4. Eligibility for loans; terns and conditions.

* * %

(f) Cass |V |oans.--

(1) The secretary shall nmke advances from the Capital

Loan Fund subject to the terns, conditions and restrictions

provi ded under this act to area | oan organi zati ons for the
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pur pose of nmaking | oans to agricul tural processors for

capi tal devel opment projects which denpbnstrate a need to

either maintain or increase market position and produce new

enpl oynent opportunities. Class IV |oans will:

(i) Be for agricultural processors with 50 or fewer

enpl oyees._

(ii) Have a maxi mum |l oan ceiling of $100, 000 or 50%

of the cost of the project whichever is | ess. The

departnent may bl end | oan funds from other Capital Loan

Fund cl asses in anounts not to exceed $200,000 if the

applicant can nmeet the required eliqgibility criteria for

t hose cl asses.

(iii) Be limted to physical plant equi pnent,

machi nery, buil di ngs and associ ated | ands.

(iv) Require a private source of matchi ng funds.

(2) No | oans shall be nade which do any of the

(i) Cause, aid or assist in, directly or indirectly,

the rel ocati on of any busi ness operations from one part

of the Commpnwealth to another, unless there is at | east

a 25% i ncrease i n enpl oynent.

(ii) Supplant funding that is otherwi se avail abl e

expeditiously fromprivate sector sources on comercially

reasonabl e terns.

(iii) Be for the purpose of refinancing any portion

of the total project cost or other existing | oans or

(iv) Be for the purpose of financing projects

| ocat ed outside the geoqgraphi ¢ boundaries of this

Commpnweal t h.
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1 (v) Be for the purpose of paying off a creditor

2 which is inadequately secured and is in a position to

3 sustain a | o0ss.

4 (vi) Provide funds, directly or indirectly, for

5 paynent, distribution, or as a loan to owners, partners
6 or _shareholders of the small enterprise, except as

7 ordi nary conpensation for services rendered.

8 (vii) Be for the purpose of repaying a debt owed to
9 a smal | business investnent conpany.

10 (viii) Provide funds for speculation in any kind of
11 property, real or personal, tangible or intangible.

12 (3) Al loans shall be secured by lien positions on

13 collateral at the highest level of priority which can

14 acconmmodate the borrower's ability to raise sufficient debt
15 and equity capital and be nmade for such period and shall bear
16 such interest as may be determ ned by the area | oan

17 organi zation with the approval of the secretary. Provided,
18 however, That:

19 (i) The interest rate shall be established by the

N
o
(7]
D
O
-
D
—
Q
=
=

21 (ii) The termof any loan shall not exceed five
22 years for machinery and equi pnent or ten years for

23 bui | di ng | oans.

24 Section 5. Application and adm ni strati on.

25 * %k

26 (e) dass IV loans.--

27 (1) The secretary shall designate an _area | oan

28 organi zation to receive loan applications fromagricultura
29 processors. Applications shall be made to the area | oan

30 organi zation in the formand manner as the secretary and
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organi zati on may require.

(2) Upon receipt of the application the area | oan

organi zation shall investigate and revi ew the applicati on and

ei ther approve or di sapprove the | oan applicati on by proper

action of the governing body of the organi zati on. The

deci si on action of the organi zati on shall be based, in whole

or in part, upon the following criteria:

(i) Ability of the applicant to neet and satisfy al

debt service as it becones due and payabl e.

(ii) Sufficiency of available collateral, including

sati sfactory lien positions on real and personal

property.
(iii) Eligibility of the applicant as an

agricul tural processor.

(iv) Capital need of the applicant.

(v) Conformty or nonconformty of the project, in

all respects, to the provisions of this act.

(vi) Such informati on and docunentati on as the

secretary shall require.

(vii) Relevant crinminal and credit history and

rati ngs of applicant as determ ned from outside credit

reporting services and ot her sources.

(viii) Nunber of net new enpl oynent opportunities

created by the proposed project.

(3) Area | oan organi zati ons may establi sh and charge

reasonabl e fees for processing | oans or quarantees under this

act with the approval of the secretary. Area | oan

organi zati ons may not receive adm nistrati ve expenses from

funds provided for dass |V | oans.

(4) Upon approval of the | oan application, the area | oan
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1 organi zation shall forward the application and all supporting
2 docunentation to the Secretary of Agriculture and the

3 Secretary of Commerce for review. Each application and

4 supporting docunentation shall be reviewed to ensure the

5 foll owi ng:

6 (i) Loans will assist small agricultural processing
7 firms to increase their market share and enhance their

8 conpetitive advantage.

9 (ii) lLoans will enable the Commonwealth to neet

10 changi ng agricultural market demands and increased

11 productivity requirenents in the future.

12 (iii) Eligibility of the agricultural processor and
13 the project for which proceeds will be used.

14 (iv) Creation or preservation of a satisfactory

15 nunber of net enpl oynent opportunities within this

16 Conmonweal t h.

17 (v) Conpliance with the loan anpbunt limtations

18 provided by this act.

19 (vi) Paynent to date of all tax obligations due and
20 owi ng to the Commonweal th or any political subdivision
21 t hereof .
22 (vii) Conformity of all aspects of the | oan
23 transaction with the substantive and procedural
24 provisions of this act and reqgul ations pronul gated
25 her eunder .
26 (5) The secretary shall, to the extent practicable,
27 notify the area | oan organi zation and the applicant
28 agricultural processor of his or her final approval or
29 di sapproval of the | oan application within 30 business days
30 after the receipt of the application. In the case of approval
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of a |l oan application, the secretary shall arrange to draw

the | oan amobunt fromthe Capital Loan Fund and advance the

sumto the area | oan organi zati on. The advance shall be a

debt obligation of the organi zation to the Commponweal th and

shal|l be evidenced by a note or bond i ssued by the

organi zation in an anpbunt equal to the anpunt actually

advanced and secured in a manner as the secretary shal

requi re. Upon recei pt of the advance, the area | oan

organi zati on shall nmke the advance available to the

agricultural processor in the formof a | oan transacti on,

whi ch | oan shall be evidenced by a note executed by the

agricul tural processor, secured in a nanner as the

organi zati on and the secretary shall require and conformin

all respects to the | oan package as approved by the

organi zati on and the secretary.

(6) Al |oans shall be adnini stered and nonitored by the

appropriate area | oan organi zation i n accordance with

policies and procedures prescri bed by the secretary. Each

area | oan organi zati on shall submt reports to the Departnent

of Agriculture and the Departnment of Conmerce as the

secretary shall require, but in no case less than twi ce a

vear. The report shall show the foll ow ng:

(i) Each outstandi ng | oan.

(ii) The date approved.

(iii) The original principal anpunt.

(iv) The current principal bal ance.

(v) The interest rate.

(vi) The purpose for which the | oan was nnde.

(vii) An enuneration of any problens or issues which

have arisen with regard to each | oan.
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(viii) A statenent

regardi ng the progress of the

agricul tural processor

in creating its requisite nunber

of new | ong-term enpl oynent opportunities.

(i Xx) Such other informati on and docunmentati on as the

(f) Finality of decision.--All

deci si ons of the Secretary of

Commer ce regardi ng the approval or

di sapproval of | oans under

this act, including eligibility of

agricul tural processors and

1
2
3
4
5 secretary shall require.
6
7
8
9

| oan projects, shall be final

10 Section 3. This act shal
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t ake

effect in 60 days.



