SENATE ANVENDED
PRI OR PRI NTER S NOS. 2867, 3098 PRI NTER S NO. 3805

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2100 *5a”

| NTRODUCED BY SWEET, MANDERI NO, | RVI'S, PI EVSKY, | TKI N,
DOVBROMBKI, D. R WRI GHT, SEVENTY, PETRONE, GRU TZA, LLOYD,
CAWLEY, VEON, COWNELL, STABACK, BELFANTI, CALTAG RONE, TRELLOQ,
PETRARCA, VAN HORNE, COLE, DelLUCA, FREEMAN, GRUPPO, STEWART,
CAPPABI ANCA, KASUNI C, TELEK, MRKONI C, WAMBACH, GEORGE
LI NTON, LUCYK, LESCOVITZ, MCALL, DUFFY, M CHLOVI C, WOZN AK,
MORRI S, BATTI STO, COLAFELLA, PRESTON, STEI GANER, GALLAGHER,
DAW DA, COY, OLASZ, DEAL AND MAYERNI K, FEBRUARY 4, 1986

SENATOR SHAFFER, COVMUNI TY AND ECONOM C DEVELOPMENT, | N SENATE
AS AVENDED, JUNE 26, 1986

AN ACT

1 Anending the act of July 2, 1984 (P.L.568, No.113), entitled "An
2 act providing technical and financial assistance to enpl oyee-
3 ownership groups that seek to retain or preserve jobs by

4 restructuring an existing business into an enpl oyee- owned

5 enterprise with a substantial prospect of future recovery;

6 provi di ng techni cal assi stance on enpl oyee-ownership to

7 existing firnms and current enpl oyee-owned enterprises in

8

Pennsyl vani a; and maki ng appropriations,” further providing

9 for technical assistance, financial assistance, and criteria
10 for evaluating applications; providing for grants; and

11 removi ng provisions relating to guidelines and regul ati ons.
12 The General Assenbly of the Conmonweal th of Pennsyl vani a

13 hereby enacts as foll ows:

14 i . i —5; , <—
15 1984 (P} -568—No—113)—known—as—the Enpleyee-Omershtp

16 Asststanee—Program-Act—are—anendedtoread—

17 Seetion—4—TFechnical—asststance—

18 a—Authertzat+en—to—advanee—tunds—The departreat—s
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SECTION 1. SECTIONS 4 AND 5 OF THE ACT OF JULY 2, 1984

=Y
(e}

(P.L.568, NO 113), KNOW AS THE EMPLOYEE- OANERSHI P ASSI STANCE

=
\l

PROGRAM ACT, ARE AMENDED TO READ:

=Y
oo

SECTI ON 4. TECHNI CAL ASSI STANCE.

=
O

(A) AUTHORI ZATI ON TO ADVANCE FUNDS. - - THE DEPARTMENT | S

N
o

AUTHORI ZED TO MAKE GRANTS AND TO ADVANCE FUNDS TO LOCAL

N
=

ADM NI STRATI VE ACENCI ES FOR THE PURPCSE OF PROVI DI NG LOANS TO

N
N

EMPLOYEE- OWNERSHI P GROUPS | N | NDUSTRI AL AND COVMERCI AL

N
w

ENTERPRI SES AS DEFI NED I N SECTI ON 3 OF THE ACT OF AUGUST 23,

N
~

1967 (P.L.251, NO 102), KNOWN AS THE | NDUSTRI AL AND COMMVERCI AL

N
(63}

DEVELOPMENT AUTHORI TY LAW FOR TECHNI CAL ASSI STANCE TO DEVELOP

N
(e}

OR | MPROVE AN EMPLOYEE- OWNED ENTERPRI SE.

N
~

(B) ELIGEBILITY.--EMPLOYEE- OANERSHI P GROUPS SHALL BE

N
oo

ELI G BLE FOR ASSI STANCE | F THE EMPLOYEES | N THE EMPLOYEE-

N
(o]

OMERSH P GROUP ARE EMPLOYED BY, FORMERLY EMPLOYED BY OR
30 AFFILIATED WTH ONE OF THE FOLLOW NG
19860H2100B3805 - 7 -



1 (1) EXI STING FIRVS FACING A THREAT OF SUBSTANTI AL

2 LAYOFFS OR A PLANT CLOSI NG AND | NVESTI GATI NG A REORGANI ZAT| ON
3 OF ALL OR SOME PORTI ON OF THE FIRM S BUSI NESS ACTI VI TY, AT

4 SI TES LOCATED W THIN TH' S COMMONVEALTH, AS AN EMPLOYEE- OANED
5 ENTERPRI SE. FOR PURPOSES OF THI S SECTI ON "EXI STI NG FI RW'

6 SHALL | NCLUDE AN ONGO NG CONCERN, THE ASSETS OF AN EXI STI NG
7 COVPANY OR THE ASSETS OF A COVPANY WH CH HAS BEEN CLOSED FOR
8 NO MORE THAN [ ONE YEAR] TWD YEARS AS OF THE DATE OF

9 APPLI CATI ON FOR THE FEASI BI LI TY STUDY LOAN.

10 (2) EXI STING FIRVS, NOT NECESSARI LY FACI NG A THREAT OF
11 SUBSTANTI AL LAYOFFS OR A PLANT CLCSI NG, BUT CONSI DERI NG A

12 CONVERS| ON TO AN EMPLOYEE- OANED ENTERPRI SE AND SEEKI NG

13 PROFESS| ONAL SERVI CES TO ACCOVPLI SH THI'S, | F CONVERSI ON TO
14 EMPLOYEE OANERSHI P W LL CREATE NET NEW JOBS OR RETAI N

15 EXI STING JOBS AT SITES WTHI N TH' S COMMONVEALTH,

16 (3) EXI STING FI RVB WH CH CURRENTLY HAVE SOMVE FORM OF

17 EMPLOYEE OANERSHI P AND REQUI RE PROFESSI ONAL SERVI CES TO

18 | NSURE SUCCESS OF THE EMPLOYEE- OWNED ENTERPRI SE I N | TS EFFORT
19 TO CREATE NET NEW JOBS OR RETAI N EXI STING JOBS AT SI TES

20 W THIN TH' S COVMONVEALTH,

21 (C) USES.--LOANS [WLL] AND GRANTS MAY BE MADE TO EMPLOYEE-
22 OWNERSH P GROUPS FOR THE FOLLOW NG PURPOSES:

23 (1) FEASIBILITY STUDI ES TO | NVESTI GATE A REORGANI ZATI ON
24 OR NEW | NCORPORATI ON AS AN EMPLOYEE- OWNED ENTERPRI SE. AT A
25 M NI MUM THE FEASI BI LI TY STUDY SHOULD:

26 (1) ASSESS THE MARKET VALUE AND DEMAND FOR THE

27 PRODUCT PRODUCED BY THE PLANT AFFECTED BY THE CLOSI NG OR
28 LAYOFF.

29 (11) ASSESS THE MARKET VALUE AND DEMAND FOR OTHER
30 PRODUCTS WHI CH COULD BE MANUFACTURED OR ASSEMBLED AT THE

19860H2100B3805 - 8 -
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PLANT AFFECTED BY THE CLOSI NG OR LAYCFF.
(') EVALUATE THE PRODUCTI ON COSTS | NCURRED | F THE
PLANT WERE TO BE OPERATED BY THE EMPLOYEE- OANERSHI P
GROUP.
(1'V) DETERM NE WHETHER THERE EXI STS I N THE AFFECTED
AREA AND | N THE EMPLOYEE- OANERSHI P GROUP, THE DESI RE AND
CAPACI TY TO CREATE A NEW PRODUCTI ON ENTI TY AND TO BECOVE
COWPETI TI VE.
(2) PROFESSI ONAL SERVI CES TO | MPLEMENT A FEASI BI LI TY
STUDY AND OTHER PROFESSI ONAL SERVI CES TO DEVELOP OR | NSURE
THE SUCCESS OF AN EMPLOYEE- OANED ENTERPRI SE.
(D) REPAYMENT. - - LOANS PROVI DED FOR FEASI BI LI TY STUDI ES AND
OTHER PROFESSI ONAL SERVI CES TO EMPLOYEE- OWNERSHI P GROUPS TO
| NVESTI GATE A CONVERSI ON [ TO, _TO CONVERT OR TO | MPROVE AN

EMPLOYEE- OANED ENTERPRI SE [ ARE SUBJECT TO THE FOLLOW NG
REPAYMENT CONDI Tl ONS:
(1) | F THE ENTERPRI SE STUDI ED | S PURCHASED OR | MPROVED
BY THE EMPLOYEE GROUP, THE EMPLOYEE GROUP SHALL REPAY THE
ENTI RE AMOUNT OF THE LOAN,] SHALL BE REPAID W TH | NTEREST, IN

A LUMP SUM AT THE CLOSI NG OF THE PURCHASE OF THE COVPANY OR
W THI N [ ONE YEAR] TWD YEARS AFTER THE DATE OF THE RELEASE OF
THE LOAN BY THE DEPARTMENT, WH CHEVER OCCURS LATER.

[(2) |F THE ENTERPRI SE STUDI ED | S NOT PURCHASED BY THE
EMPLOYEE GROUP W THI N ONE YEAR AFTER THE COVPLETI ON OF THE
FEASI BI LI TY STUDY, THE APPLI CANT SHALL SUBM T A FI NAL REPORT
CONCERNI NG THE FEASI Bl LI TY OF REPAYI NG THE LOAN. ]

(E) OTHER CONDI TI ONS. - -

(1) THE APPLI CANT SHALL PROVI DE EVI DENCE THAT THERE IS A

PROSPECT FOR RECOVERY AND FUTURE JOB GROAMTH OR JOB RETENTI ON

I N APPLI CATI ONS UNDER SUBSECTI ON (B) (1) OR A SUBSTANTI AL

19860H2100B3805 - 9 -
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PROSPECT OF JOB GROWH OR JOB RETENTI ON | N APPLI CATI ONS UNDER
SUBSECTI ONS (B) (2) AND (3).

(2) MAXI MUM STATE PARTI Cl PATION IS [50% 90% OF THE
TOTAL COST OF THE TECHNI CAL ASSI STANCE [ AND THE MAXI MUM LOAN
SIZE 1S $100, 000] OR $100, 000 | N LOAN AND GRANTS COVBI NED,

VH CHEVER 1S LESS.

SECTION 5. FI NANCI AL ASSI STANCE.

(A) AUTHORI ZATI ON TO ADVANCE FUNDS. - - THE DEPARTMENT 1S
AUTHORI ZED TO ADVANCE FUNDS TO LOCAL ADM NI STRATI VE AGENCI ES FOR
THE PURPOSE OF PROVI DI NG LOANS AND LOAN GUARANTEES TO EMPLOYEE-
OMED ENTERPRI SES REORGANI ZI NG | NDUSTRI AL, MANUFACTURI NG AND
AGRI CULTURAL ENTERPRI SES AS DEFI NED | N SECTION 3 OF THE ACT OF
MAY 17, 1956 (1955 P.L.1609, NO 537), KNOAN AS THE PENNSYLVAN A
| NDUSTRI AL DEVELOPMENT AUTHORI TY ACT, FOR THE DEVELOPMENT OF
EMPLOYEE- OANED ENTERPRI SES.

(B) ELIGBILITY.--ELIG BILITY FOR TH' S ASSI STANCE SHALL BE
LI M TED TO EMPLOYEE- OANERSHI P GROUPS REORGANI ZI NG AN EXI STI NG
ENTERPRI SE WHI CH | S FACI NG A THREAT OF SUBSTANTI AL LAYOFFS OR A
PLANT CLOSI NG WHERE ADEQUATE PRI VATE FI NANCI NG |'S NOT
AVAI LABLE. FOR PURPOSES OF THI'S SUBSECTI ON "EXI STI NG ENTERPRI SE"
SHALL | NCLUDE AN ONGO NG CONCERN, THE ASSETS OF AN EXI STI NG
COVPANY OR THE ASSETS OF A COVPANY WH CH HAS BEEN CLOSED FOR NO
MORE THAN [ ONE YEAR] TWD YEARS AS OF THE DATE OF COMPLETI ON OF A
FEASI BI LI TY STUDY.

(C) USES. --ELI G BLE PROJECT COSTS SHALL | NCLUDE LAND AND
BUI LDI NGS, MACHI NERY AND EQUI PVENT AND WORKI NG CAPI TAL SECURED
BY ACCOUNTS RECEI VABLE AND | NVENTORY.

(D) DEBT | NSTRUMENTS. - - THE FI NANCI AL SUBSI DY PROVI DED SHOULD
BE THE M NI MUM NECESSARY TO ACCOMMVODATE THE BORROWER S FI NANCI AL
NEEDS. DEBT | NSTRUVENTS SHALL | NCLUDE ElI THER OR BOTH OF THE

19860H2100B3805 - 10 -
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FOLLOW NG
(1) LOANS, | NCLUDI NG DEFERRED | NTEREST AND PRI NCI PAL
PAYMENTS.
(2) LOAN GUARANTEES.
(E) SECURI TY.--FUNDS LOANED SHALL BE SECURED BY LI EN
POSI TI ONS ON COLLATERAL AT THE H GHEST LEVEL OF PRI ORI TY WHI CH
CAN ACCOMVODATE THE BORROWER S ABI LI TY TO RAI SE SUFFI Cl ENT DEBT
AND EQUI TY CAPI TAL. WHEN THE OBLI GATI ON OF A FI RM | S GUARANTEED,
THE FI NANCI AL | NSTI TUTI ON HOLDI NG THE OBLI GATI ON SHALL BE
REQUI RED TO ADEQUATELY SECURE THE OBLI GATI ON.
(F) LOAN LIMTS. -- THE MAXI MUM LOAN OR GUARANTEE | S
$1, 500, 000 PER FIRM LOAN FUNDS SHALL NOT EXCEED 25% OF THE
TOTAL PROJECT COSTS AND GUARANTEES SHALL NOT EXCEED 25% OF THE
TOTAL LOAN VALUE. THE TERM OF THE LOAN SHALL BE THE SHORTEST
CONSI STENT W TH THE NEEDS OF THE FIRM BUT NO LONGER THAN 20
YEARS. THE | NTEREST RATE ON LOANS WLL BE [AT OR ABOVE THE
| NTEREST RATE ON THE BONDS | SSUED TO FUND THI S ACT] DETERM NED
BY THE DEPARTMENT AS PROVI DED BY REGULATI ONS.

(G EQUTY REQU REMENT. --A SIGNl FI CANT EQUI TY | NVESTMENT BY
THE EMPLOYEE- O\WERSHI P GROUP EQUAL TO AT LEAST 10% OF THE
PRQIECT COST AND | NCLUDI NG SUBSTANTI AL PARTI Cl PATI ON BY AT LEAST
TWO- TH RDS OF THE MEMBERS OF THE CURRENT EMPLOYEE- OANERSHI P
GROUP | S REQUI RED TO QUALI FY FOR THE LOAN OR GUARANTEE.

(H FEASI BI LI TY STUDY. - - ASSI STANCE SHALL NOT BE APPROVED
W THOUT A FEASI BI LI TY STUDY DEMONSTRATI NG A SUBSTANTI AL PRCSPECT
FOR JOB RETENTI ON OR FUTURE JOB GROMH AND A BUSI NESS PLAN
I NCLUDI NG STEPS TO FACI LI TATE LABOR- MANAGEMENT COOPERATI ON.
GENERAL ADHERENCE TO THE PLAN | S REQUI RED TO RECEI VE FUNDI NG

SECTION 2. SECTION 10 OF THE ACT | S REPEALED.

SECTION 3. TH S ACT SHALL TAKE EFFECT | MVEDI ATELY.
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