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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
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| NTRODUCED BY SWEET, DAW DA, M CHLOVI C, BELFANTI, JOHNSON
RYBAK, MAINE, MAI ALE, KUKOVI CH, FI SCHER, JACKSQON, LaGROTITA,
CONELL, FOX, MELI O, NAHI LL, VAN HORNE, MORRI S, PETRARCA,
Pl STELLA, LEVDANSKY, DELUCA, J. TAYLOR, BLAUM WOGAN, FATTAH,
HUGHES, GEI ST, McHALE, KASUNI C, FREEMAN, O DONNELL, SHOWERS
AND VEON, MAY 26, 1987

AS REPORTED FROM COWMM TTEE ON BUSI NESS AND COMVERCE, HOUSE OF
REPRESENTATI VES, AS AMENDED, FEBRUARY 2, 1988

© o0 ~N oo o B~ W N

e S S O S
o &~ W N - O

AN ACT

Creating the Pennsylvania Industrial Devel opment Fi nance
Cor por at i on.

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 Pennsyl vani a
I ndustrial Devel opnent Fi nance Corporation Act.
Section 2. Legislative findings and policy.

(a) Legislative findings.--The CGeneral Assenbly finds and
decl ares as foll ows:

(1) There exist in comunities throughout this
Commonweal th blighted areas which are inimcal to the safety,
health, norals and welfare of not only the residents of those
areas but also of all citizens of this Commonweal t h.

(2) These conditions decrease the value of private
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i nvestnments and threaten sources of public revenue.

(3) Because of the econom c and social interdependence
of conmmunities, the econom c and industrial devel opnent of
political subdivisions of this Conmmonwealth is substantially
i mpai r ed.

(4) There exists in this Cormonwealth a condition of
substantial and persistent unenpl oynment and under enpl oynent
seriously aggravated by an unacceptably | ow | evel of economc
activity in blighted areas.

(5) These conditions result in making such blighted
areas socioecononmic liabilities harnful to the social and
econonmi ¢ wel |l -being of the conmunities in which they exist by
depreciating property val ues, reducing tax revenues and
| owering communi t ywi de val ues.

(6) These conditions cannot be dealt with effectively by
private enterprise under existing |law w t hout additional
alternatives being provided to encourage the stinulation of
private investnent.

(7) The Commonweal th's present mechanismfor stinulating
i ndustrial devel opnent, such as the Pennsyl vania |Industri al
Devel opnment Authority and | ocal industrial devel opnment
authorities, is insufficient to alleviate these conditions.

(8) Continued investnment by industrial devel opnent
corporations and agencies in projects in blighted areas is
necessary for the devel opnent, redevel opnent,
industrialization or reindustrialization of comunities
affected by blight.

(9) The provision of capital to viable businesses in
these areas is necessary to the redevel opnent of the areas.

(10) These conditions are a nenace and are beyond renedy

19870H1400B2784 - 2 -
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or control solely by regulatory processes in the exercise of

the police power and cannot be dealt with effectively by

private enterprise under existing |law w thout the additional
aids granted by this act.

(11) The devel opnent, redevel opnment, industrialization
or reindustrialization of communities according to sound and
approved plans will pronote public health, safety,
conveni ence and wel fare.

(12) Increasing the nunber of devel opnent projects in
bl i ghted areas, providing capital to industrial devel opnment
corporations and agenci es and to businesses in these areas,
and stinmulating private investnent in these businesses and
areas are public purposes and uses for which public noney may
be expended and invested.

(b) Policy.--It is the policy of this Cormobnwealth to
pronote the health, safety and welfare of its citizens by the
creation of a body corporate and politic to be known as the
Pennsyl vani a I ndustrial Devel opnent Fi nance Corporation, which
shal | exist and operate for the public purposes of the
devel opnent, redevel opnent, industrialization or
reindustrialization of blighted areas in this Commonweal t h.
These purposes are hereby declared to be public uses for which
publi c noney may be spent.

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:

"Capital participation investnents.” Common and preferred
stock, convertible securities, warrants, subscriptions, options

to acquire, capital |oans, working capital or inventory | oans,

19870H1400B2784 - 3 -
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royalties, and any |awful derivations of the foregoing.
"Corporation” or "PIDFC." The Pennsylvania |ndustri al
Devel opnent Fi nance Corporation created by this act.
"Costs of a project.”™ Any or all costs associated with the
desi gn, planning, acquisition or rehabilitation and
i npl enentation of a project undertaken in a target area which
can reasonably be recovered in the financing of a project. These
include, but are not limted to, the cost of:

(1) Construction or rehabilitation.

(2) Property rights.

(3) Easenents and franchi ses acquir ed.

(4) Financing charges.

(5) Interest prior to and during construction.

(6) Engineering and | egal expenses.

(7) Plans, specifications and surveys.

(8) Estinates of costs and ot her expenses necessary or
incident to a determ nation of feasibility, construction,
rehabilitation and placing the project in operation.

(9) The provision of working capital, seed nobney and any
ot her costs determned by the directors of the IDC or IDA to
be necessary in carrying out the purposes of this act.

"I ndustrial Devel opnent Corporation” or "IDC'" or "lIndustrial
Devel opnent Agency” or "IDA. " An authority organi zed and
exi sting under the act of May 2, 1945 (P.L.382, No.164), known
as the Municipality Authorities Act of 1945, or under the act of
August 23, 1967 (P.L.251, No.102), known as the Industrial and
Commerci al Devel opnent Authority Law, or a council of
governments or simlar entity organi zed and exi sting under the
act of July 12, 1972 (P.L.762, No.180), referred to as the

I nt ergover nnental Cooperation Law, or a nonprofit corporation

19870H1400B2784 - 4 -



1 organized and existing under the laws of this Comonwealth,

2 regardless of the particular nane, whose nenbers or sharehol ders
3 receive no profit, which shall carry out certain public purposes
4 and which, unless otherw se specifically provided by | aw, has

5 bylaws providing that:

6 (1) It is organized to operate within a specified

7 geographi cal area coincident with the existing boundaries of
8 any political subdivision or municipality.

9 (2) Menbership in the IDC or |IDA shall be open to al

10 residents of the specified geographical area who are 18 years
11 of age or ol der.

12 (3) The IDC and I DA shall have five directors, all to be
13 appoi nted by the governing body of the political subdivision
14 or nunicipality, with each director having an equal vote.

15 (4) The directors of the IDC or IDAinitially appointed
16 shall continue in office for terns of one to five years,

17 respectively, fromthe date of their appointnment and until

18 their respective successors shall be duly appointed, the

19 terms of each director to be designated by the appointing
20 body at the tine of his appointnent. Their successors shal
21 be appointed for terns of five years, except that any person
22 appointed to fill a vacancy shall serve only for the
23 unexpired term A director may be eligible for reappointnent.
24 (5) The directors of the IDC or IDA shall be entitled to
25 no conpensation for their services as directors but shall be
26 entitled to rei nbursenent for all necessary expenses incurred
27 in connection with the performance of their duties as
28 directors.
29 "Paid-in capital.” Al noneys received in return for capital

30 stock of the PIDFC
19870H1400B2784 - 5 -
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"PIDA." The Pennsylvania Industrial Devel opment Authority.

"Primary enploynment.” Wrk which pays at | east the m ni num
wage, offers adequate fringe benefits, including health
i nsurance, and is not seasonal or part tine.

"Project.” Any industrial or manufacturing activity or other
econoni ¢ devel opnent activity considered an eligible project
under the act of August 23, 1967 (P.L.251, No.102), known as the
I ndustrial and Commerci al Devel opnent Authority Law, OR ANY COAL
M NI NG ACTIVITY and undertaken in a target area, designed to
reduce conditions of blight, econom c depression or w despread
reliance on public assistance.

"Target area." Any contiguous geographic area in which the
board of directors of a particular 1DC or IDA finds and
designates, in accordance with criteria established by the
Pennsyl vani a I ndustri al Devel opnent Fi nance Corporation, that
substanti al conditions of unenpl oynent, econonic recession,
declining local tax base or curtail ment of nunicipal services,
wi despread reliance on public assistance or blight as that term
is construed in accordance with the act of My 24, 1945
(P.L.991, No.385), known as the Urban Redevel opnent Law, exi st
or threaten to exi st because of inpending econom c dislocation
in a conmunity, including actual or threatened plant closings or
t he jeopardy posed by a community's reliance on a single
capital -intensive industry.

Section 4. Pennsylvania Industrial Devel opnent Fi nance
Cor porati on establi shed.

There is hereby created a body corporate and politic, to be
known as the Pennsylvania Industrial Devel opment Fi nance
Corporation or PIDFC. The PIDFC is hereby constituted a public

instrunmentality and the exercise by the PIDFC of the powers

19870H1400B2784 - 6 -
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conferred by this act shall be deened to be the perfornmance of
an essential governnmental function. The PIDFC i s hereby placed
in the Econom c Devel opment Partnership created by Executive
Order of the Governor dated February 4, 1987, No. 4.

Section 5. Powers and duties of directors.

(a) Directors.--The corporation shall consist of nine
directors. One nenber shall be the Executive Director of the
Econom ¢ Devel opnent Partnership, one shall be the Secretary of
Community Affairs and one shall be the Secretary of Labor and
I ndustry. The Governor shall appoint two nmenbers, both of whom
shall be residents of target areas or nenbers of industrial
devel opnent corporations or agencies in such areas. The Majority
and Mnority Leaders of the Senate and House of Representatives
shal | each appoi nt one nenber.

(b) Term--Each nmenber appointed shall serve a termof five
years, except that, in making initial appointnments, the Governor
shal | appoi nt one nenber to serve for a termof one year and one
menber to serve for a termof two years. The Mnority Leaders of
t he Senate and House of Representatives shall each appoint one
menber to serve for a termof three years each. The Majority
Leaders of the Senate and House shall each appoint one nenber to
serve for a termof four years each

(c) Conpensation.--The nmenbers who are not otherw se
enpl oyees of the Commonweal th shall each receive a per diem
amount of $200 for attendance at official neetings. Each
director shall be entitled to reinbursenent for actual and
necessary expenses incurred in the performance of his official
duti es.

(d) Vacancies.--Any person appointed to fill a vacancy in

the office of a director shall be appointed by the official who

19870H1400B2784 - 7 -
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appoi nted his predecessor and shall serve for only the unexpired
term Any nenber shall be eligible for reappointnent. A nenber
may be renoved from his appoi ntnent by his appointing power only
for good cause.

(e) Leadership.--The Executive Director of the Econom c
Devel opnent Partnership shall serve as chai rnman, and anot her
menber as vice chairman, and the chai rnman shall designate a
secretary-treasurer who need not be a nenber of the board.

(f) Quorum--Five of the directors of the corporation shal
constitute a quorumand five affirmative votes shall be
necessary for the transaction of business or the exercise of any
power or function of the corporation.

(g) Disclosure.--The corporation, its directors, officers
and enpl oyees shall be subject to the provisions of section 1 of
the act of Cctober 4, 1978 (P.L.883, No.170), referred to as the
Public O ficial and Enpl oyee Ethics Law, except that the
corporation may purchase from sell to, borrow from | oan to,
contract with or otherwi se deal with any public nonprofit
i ndustrial devel opnent corporation or agency organized to carry
out the purposes of this act, of which any director of the
corporation is also a nmenber or officer, if such interest is
di scl osed in advance to nenbers of the board and recorded in the
m nutes of the corporation and if no director having such a
financial interest nmay participate in any decision affecting
such transacti on.

(h) Corporation president.--The president of the corporation
shall be appointed and his salary established by the board of
directors. The president shall be the chief admnistrative and
operational officer of the corporation and shall direct and

supervise adm ni strative affairs and the general managenent of

19870H1400B2784 - 8 -
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the corporation. The president may enpl oy such other enpl oyees
as shall be designated by the board of directors, shall attend
neeti ngs of the board of directors, shall cause copies to be
made of all mnutes and other records and docunents of the
corporation and shall certify that such copies are true copies.
Al'l persons dealing with the corporation may rely upon such
certification.

(1) Annual report.--The chairman of the board of directors
of the PIDFC shall prepare an annual report of the corporation's
activities three nonths after the end of the fiscal year and
submt copies to the Governor, Speaker of the House of
Representati ves and President pro tenpore of the Senate.

(j) Audit.--The accounts and books of the PIDFC, including
its receipts, disbursenents, contracts, nortgages, investnents
and other matters relating to its finances, operations and
affairs, shall be exam ned and audited, fromtine to tinme, by
t he Auditor Ceneral.

Section 6. Powers of Pennsylvania |Industrial Devel opnent
Fi nance Cor porati on.

(a) GCeneral powers.--The PIDFC shall have the power to:

(1) Adopt bylaws for the regulation of its affairs and
t he conduct of its business.

(2) Adopt an official seal.

(3) Sue and be sued in its own nane.

(4) Make and execute contracts and all other instrunents
necessary or convenient for the exercise of its powers and
functions.

(5) Acquire, hold and di spose of personal property for
its corporate purposes.

(6) Enter into agreenents or other transactions with any

19870H1400B2784 - 9 -
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Federal or State agency.

(7) Acquire, sell, transfer or convey real property, or
any interest in real property, where the acquisition or
transfer protects or secures an investnment or loan in which
t he agency has an interest to | ease the property when a sal e,
transfer or conveyance cannot be effected with reasonable
pronpt ness or at a reasonable price.

(8) Invest any funds not required for inmediate
di sbursenment or funds held in reserves or sinking funds or in
investnments as may be |awful for fiduciaries in the
Conmonweal t h.

(9) Borrow noney by maki ng notes and i ssuing bonds,

i ncl udi ng tax-exenpt revenue bonds, and secure such bonds by
t he pl edge of revenues, nortgages and notes of others.

(10) Enploy a president, who shall be the chief
executive officer of the corporation, and such other agents,
enpl oyees and prof essional and busi ness advi sers as may, from
time to tine, be necessary in the judgnment of the board of
directors, and fix their conpensation.

(11) Appear inits own behalf before boards,
conm ssions, departnments or other agencies of governnent.

(12) Procure insurance against any |oss in connection
with its property in those anobunts, and fromthose insurers,
as may be necessary or desirable.

(13) Consent, subject to the provisions of any contract
wi t h not ehol ders or bondhol ders, whenever it deens it
necessary or desirable to fulfill the purposes of this act,
to the nodification, with respect to rate of interest, tine
of payment of any installnent of principal or interest, or

any other ternms, of any nortgage, nortgage |oan, nortgage

19870H1400B2784 - 10 -
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| oan conmi tnent, contract or agreenent of any kind to which

the PIDFC is a party.

(14) Do any and all things necessary or convenient to
carry out its purposes and exercise the powers expressly
given and granted in this act.

(15) Receive and accept from any Federal or State agency
grants, |oans or advances for or in aid of the purposes of
this act and to receive and accept contributions from any
source of either noney, property, |abor or other things of
val ue, to be held, used and applied for these purposes.

(16) Create, issue, buy and sell stock and other capital
participation instrunents, and hold such stock and capital
participation instrunents; and underwite the creation of a
capital market for these securities in a manner which
provides first offer of resale to the industrial devel opnment
corporation or agency, business or residents of the target
area and which is designed to enhance devel opnent of capital
ownership in the target area.

(17) Provide and pay for such advisory services and
techni cal assistance as may be necessary or desirable to
carry out the purposes of this act.

(18) Exercise any other powers or rights or
responsi bilities of a corporation organized under the | aws of
t he Conmonweal t h.

(b) Establishnent of programcriteria.--The PIDFC shall,
within 30 days fromthe effective date of this act, devise a set
of criteria for a definition of "distressed area” in accordance
with statistical information gathered by the PIDFC. This
criteria shall include, but not be Iimted to, substantial

condi tions of unenploynment, econom c recession, declining |ocal

19870H1400B2784 - 11 -
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tax base, curtailnment of municipal services, w despread reliance
on public assistance and blight as that termis used in the act
of May 24, 1945 (P.L.991, No.385), known as the Urban

Redevel opnent Law, caused by severe econom c di sl ocation
experienced or threatened to be experienced by plant closings or
the jeopardy posed by a community's reliance on a single

capital -intensive industry. The criteria my be nodified by the
PI DFC as circunstances warrant.

(c) Catalog of prograns.--The PIDFC shall, within 30 days of
the effective date of this act, catalog all of the economc
devel opnent prograns currently provided by Federal, State and
| ocal governnents, including industrial devel opnent authority
prograns, and categorize them according to nmunicipality. In
addition, the PIDFC will review all applicable regulations and
requi renents of these prograns, proposing changes where
necessary to coordi nate the progranms provided to industries and
communities in this Coomonwealth to deliver rapid and
streanml i ned assistance to them Furthernore, the PIDFC shal
devise a method to give quick review and priority to any project
of any econom c devel opnent program including PIDA which has
been certified by the PIDFC. The catal og of econom c devel opnent
progranms conpiled by the PIDFC shall be reduced to a
conprehensi bl e narrative so that any threatened community or
j eopardi zed industry may ascertain the total range of prograns
avai l able and then, with the aid of the PIDFC, proceed to secure
needed assi stance.

Section 7. Sale of PIDFC stock and purchase of participation
i nstrunents.
(a) Authorization of treasurer.--The State Treasurer

subject to appropriation fromeither the Pennsylvania Econom c

19870H1400B2784 - 12 -
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Revitalization Fund or the Econom c Devel opnent Partnership
created by Executive Order of the Governor dated February 4,
1987, or fromthe issuance of bonds for this purpose, shal
purchase shares of the corporation in the anmount of $10, 000, 000.

(b) Shares.--In return for the investnent, the Comobnweal th
shal | receive 1,000,000 shares of comon stock in the
corporation. These shares shall constitute the entire issue of
common st ock

(c) Eligible investnent.--The investnment outlined in
subsections (a) and (b) shall be an eligible investnment for the
pur poses of 24 Pa.C. S. 8§ 8521(0) (relating to managenent of fund
and accounts) and 71 Pa.C. S. 8 5931(p) (relating to managenent
of fund and accounts).

(d) Liquidation.--Five years fromthe effective date of this
act, the board of directors of the PIDFC shall assist the State
Treasurer in developing a plan for the sale of the shares of
common stock held by the Conmonweal th, which sale may not take
pl ace unl ess specifically hereafter authorized by statute.

(e) Separate account.--The corporation shall hold the
proceeds of this investnment in an account or accounts separate
fromother funds. The corporation shall use these proceeds only
for the foll owi ng purposes:

(1) To purchase capital participation instrunents from

i ndustrial devel opnent corporations or agencies in return for

an investnment in a specific project only when the board of

the PIDFC finds that the industrial devel opnent corporation
or agency will use the funds in support of a project
consistent with the purposes of this act.

(2) To invest funds subject to the terns, conditions,

[imtations and restrictions inposed by | aw upon fiduciari es;

19870H1400B2784 - 13 -



© 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

proceeds of the investnents may be used to pay for the nornal

busi ness expenses of the PIDFC

(3) To nmake loans to IDC s and IDA's to effect the
pur poses of this act.

(f) Capital participation instrunents.--Upon application of
an IDC or IDA for a specific project located in a target area,
the PIDFC nay, subject to the restrictions set forth in this
act, agree to purchase capital participation instrunents from or
make | oans to the IDC or | DA, provided that the PIDFC shall find
and incorporate in its mnutes that:

(1) The project is within the scope of this act, is
certified by the PIDFC and nay reasonably be expected to
contribute to the redevel opnent of target areas, to the
econoni ¢ devel opnent of the Comonweal th or to the increase
or mai ntenance of threatened primary enpl oynent.

(2) The project plans conformto all applicable
envi ronnmental zoning, building, planning and sanitation | aws.

(3) The project will be of public benefit and for a
publ i c purpose, and the benefits, including increased
enpl oyment and i nproved standard of |iving, shall accrue
primarily to residents of the area served by the IDC or | DA

(4) There is a reasonabl e expectation that the project
w Il be successful.

(5) Private industry has not provided sufficient capital
required for the project or sufficient primary enpl oynent
opportunities in the project area.

(6) The PIDFC deternmines that its participation is
necessary to the successful conpletion of the proposed
proj ect because funding for the project is unavailable in the

traditional capital markets or because credit has been
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offered on terns that woul d preclude the success of the
proj ect .

(7) The applicant 1DC or I DA neets the standards of an
I DC or | DA, respectively, as defined herein and appears able
to manage its proposed project responsibilities.

(8) The proceeds of the purchase or contract will be
used solely in connection with the costs of the project.

(9) The parties shall contract for adequate reporting of
financial data fromthe IDC or IDA to the PIDFC. Contract
provi sions may include a requirenment for an annual or other
periodic audit of the project books.

(10) The PIDFC shall not own nore than 49% of the voting
stock in any project.

(11) The IDC or IDA W Il maintain sufficient control
over the project to ensure that public benefit and public
pur poses are mai ntained. This determ nation shall be
satisfactorily conplied with if any one of the following is
satisfied:

(i) The project is conducted by a wholly owned
subsidiary of the IDC or I DA or by an agent of the |IDC or
| DA.

(i) The IDC or IDA owns a majority of the capital
stock of the corporation or other organi zati on conducting
the project, or the assets, whichever is appropriate.

(tit) If the entity is an IDC, the IDC owns a
majority of the voting stock of the corporation or other
or gani zati on conducting the project.

(iv) The project is conducted by a nonprofit
corporation or other association or entity organized

under the laws of the Commonwealth to provide public
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benefit and which exists for a public purpose.

(v) In all other cases, adequate provision is made
for reporting to the IDC or to the I DA, which nust
approve all major transactions, including, but not
limted to, any sale, nerger, dissolution, the sale or
i ssue of substantial anmpbunts of stock and corporation
reorgani zati on
(12) Provision has been made that, should the PIDFC

desire to sell or otherw se dispose of stock received under a
contract, the IDC or IDA or its nom nee shall have, within
120 days, the right of first refusal upon the sale and the
right to neet any subsequent bona fide offer by a third
party.
(13) The PIDFC has not | oaned nor invested nore than 20%
of its I endable or investable resources in any one |IDC or
| DA, including this investnent.
Section 8. Eligibility of obligations of PIDFC for investnent
of public retirenent funds.
Not wi t hst andi ng any other law to the contrary, stocks, bonds,
not es or other evidence of indebtedness or obligations of the
PI DFC shal |l constitute perm ssible investnments for noneys held
by the State Enpl oyees' Retirenent Fund, pursuant to 71 Pa.C. S.
8§ 5101 et seq. (relating to State governnent), the Public School
Enpl oyees' Retirement Fund, pursuant to 24 Pa.C.S. 8§ 8101 et
seq. (relating to education) and the Pennsyl vani a Mini ci pal
Retirement Fund, pursuant to the act of February 1, 1974
(P.L.34, No.15), known as the Pennsyl vani a Minici pal Retirenent
Law.
Section 9. Severability.

The provisions of this act are severable. |If any provision of
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1 this act or its application to any person or circunstance is

2 held invalid, the invalidity shall not affect other provisions
3 or applications of this act which can be given effect wthout
4 the invalid provision or application.

5 Section 10. Conflict of |aw

6 If the provisions of this act conflict with any ot her

7 statute, ordinance, regulation or rule, the provisions of this
8 act shall control

9 Section 11. Effective date.

10 This act shall take effect in 60 days.
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