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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 117035

| NTRODUCED BY MOWERY, BOSCOLA, EARLL, ERICKSON, FERLO, GORDNER,
KI TCHEN, LEMMOND, MADI GAN, MJUSTO, O PAKE, ORI E, PILEG3,
Pl PPY, RAFFERTY, RHOADES, ROBBI NS, WAGNER, WAUGH, D. WH TE
M VH TE, WONDERLI NG AND WOZNI AK, JUNE 22, 2004

REFERRED TO ENVI RONMENTAL RESOURCES AND ENERGY, JUNE 22, 2004

AN ACT

1 Anending the act of March 1, 1988 (P.L.82, No.16), entitled "An
2 act providing for the establishment, inplenmentation and

3 adm ni stration of the Pennsylvania Infrastructure |nvestnent
4 Aut hority; inposing powers and duties on a board of trustees;
5 transferring the rights, powers, duties and obligations of

6 the Water Facilities Loan Board to the Pennsyl vani a

7 Infrastructure Investnment Authority; providing for the

8 i ssuance of notes and bonds; providing for financial

9 assi stance and for a conprehensive water facilities plan;

10 authorizing a referendumto incur indebtedness; making an

11 appropriation; and making repeals,” establishing Minicipal
12 Connection Fundi ng Prograns; naking an appropriation; and

13 maki ng editorial changes.

14 The General Assenbly of the Conmonweal th of Pennsyl vani a

15 hereby enacts as foll ows:

16 Section 1. The act of March 1, 1988 (P.L.82, No.16), known
17 as the Pennsylvania Infrastructure Investnment Authority Act, is

18 anended by adding a chapter heading to read:

19 CHAPTER 1
20 PRELI M NARY PROVI SI ONS
21 Section 2. Section 1 heading of the act is anended to read:

22 Section [1] 101. Short title.



1 * x *
2 Section 3. Section 2 heading of the act, anended Decenber

3 16, 1992 (P.L.1137, No.149), is anended to read:

4 Section [2] 102. Legislative intent.

5 * x *

6 Section 4. Section 3 of the act, anmended Decenber 16, 1992
7 (P.L.1137, No.149), is anended to read:

8 Section [3] 103. Definitions.

9 The foll ow ng words and phrases when used in this act shal

10 have the neanings given to themin this section unless the

11 context clearly indicates otherw se:

12 "Aut hority." The Pennsylvania Infrastructure |nvestnent

13 Authority.

14 "Board." The board of directors of the authority.

15 "Bonds." Bonds, notes or other evidences of indebtedness

16 issued by the authority pursuant to this act.

17 "Borrower." An_individual owner of a housing unit.

18 "Departnment.” The Departnent of Environnmental [Resources]

19 Protection of the Conmonwealt h.

20 "Eligible cost.” The cost of all |abor, materials, machinery
21 and equi pnment, |ands, property, rights and easenents, plans and
22 specifications, surveys or estimates of costs and revenues, pre-
23 feasibility studies, engineering and | egal services, and al

24 ot her expenses necessary or incident to the acquisition,

25 construction, inprovenent, expansion, extension, repair or

26 rehabilitation of all or part of a project.

27 "Federal poverty guidelines."” The poverty neasure_ issued

28 annually by the United State Departnent of Health and Hunman

29 Services as published in the Federal Register based on fanmly

30 size and househol d i ncone.
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1 "Governnental unit." Any agency of the Commonweal th or any
2 county, municipality or school district, or any agency,

3 instrumentality, authority or corporation thereof, or any public
4 body having local or regional jurisdiction or power.

5 "Housing unit."” A detached or attached single-fanmly

6 residential structure, including, but not linmted to, a

7 manufactured hone on a permanent foundation, which is a

8 pernmanent residence and is owned and occupi ed by one or nore

9 individuals.

10 "Loan origination fees." Fees paid by a borrower to a | ocal
11 lending institution for originating the borrower's |oan.

12 "Loan servicing fees." Fees paid to a |local |ending

13 institution.

14 "Local lending institution.” A bank, savings and |oan or

15 other financial institution authorized to extend financi al

16 assistance under the Municipal Connection Fundi ng Program

17 "Manuf actured hone.” A novable, single-famly dwelling unit
18 designed for long-termoccupancy, built on a chassis at a

19 factory, not less than eight feet wide and 32 feet long, with or
20 wi thout a permanent foundation, and consisting of a conplete
21 package with nmajor appliances, plunbing and electrical
22 facilities prepared for appropriate connections.
23 "Program " The Muni ci pal Connection Fundi ng Program
24 established under section 501.
25 "Project."” The eligible costs associated with the
26 acquisition, construction, inprovenent, expansion, extension,
27 repair or rehabilitation of all or part of any facility or
28 system whether publicly or, in the case of paragraph (1) or
29 (2), privately owned:
30 (1) for the collection, treatnment or disposal of
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wast ewat er, including industrial waste;

(2) for the supply, treatnment, storage or distribution
of drinking water;

(3) for the control of stormwater, which may include,
but need not be limted to, the transport, storage and the
infiltration of stormwater; or

(4) for the best nmanagenent practices to address point
or nonpoi nt source pollution associated with storm water
runoff or any other innovative techniques identified in the
county- prepared wat ershed plans pursuant to the act of
Cct ober 4, 1978 (P.L.864, No.167), known as the Storm Water
Managenent Act.

"Property lateral." The pipe connecting a housing unit to

the street | ateral

"Secretary."” The Secretary of Environnental [ Resources]
Protection of the Commonweal t h.

"St at ewi de nedi an household i ncome." The nedi an househol d

i ncone reported for Pennsylvania in the nost recently avail abl e

Census of Popul ati on and Housi ng, as conducted and reported by

the United States Bureau of the Census. This anount shall be

adj usted on the first worki ng day of each cal endar year by

mul ti pl yi ng nedi an househol d i ncone by the foll owi ng factor:

CPl-U1)/CPI-U(2), where CPI-Urefers to the Consuner Price

I ndex for all Urban Consuners, as conputed and reported by the

United States Bureau of Labor Statistics. The designation (1)

refers to the CPI-U for the year in which the nedi an househol d

incone is calculated and reported and the designation (2) refers

to the nost recent CPlI-U reported as of Decenber 15 of the year

i mmredi ately precedi ng the year when the adjustnent i s nade.

"Stormwater."” Drainage runoff fromthe surface of the |and
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1 resulting fromprecipitation or snow or ice nelt.

2 "Water Facilities Loan Board." The board established under
3 32 Pa.C. S. 8 7504 (relating to Water Facilities Loan Board).

4 Section 5. The act is anmended by adding a chapter heading to
5 read:

6 CHAPTER 3

7 PENNSYLVANI A | NFRASTRUCTURE | NVESTMENT

8 AUTHORI TY

9 Section 6. Section 4 heading of the act is anended to read:
10 Section [4] 301. Pennsylvania Infrastructure |nvestnment

11 Aut hority; board of directors.

12 * x *

13 Section 7. Section 5 heading and (a), amended Decenber 16,
14 1992 (P.L.1137, No.149), are anended to read:

15 Section [5] 302. Revenues of authority.

16 (a) Sources of revenues.--The authority may recei ve noney
17 from sources of revenue, including, but not limted to, the
18 follow ng:

19 (1) State funds appropriated to the authority.
20 (2) Federal funds appropriated to or granted to the
21 authority.
22 (3) Proceeds fromthe sale of bonds of the authority
23 aut hori zed under section [7] 304.
24 (4) Proceeds fromthe sale of bonds issued on or after
25 the effective date of this act fromthe remai ni ng unused
26 authorization in addition to any other funds that remain
27 unencunbered on the effective date of this act fromthe act
28 of July 12, 1981 (P.L.263, No.88), entitled "An act
29 authorizing the incurring of indebtedness, wth approval of
30 the el ectors, of $300, 000,000 for the repair, construction,
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reconstruction, rehabilitation, extension and inprovenent of
community water supply systens, and for the repair,
reconstruction or rehabilitation of flood control facilities,
dans and port facilities and providing the allotnment of

proceeds from borrow ng hereunder,"” approved by the
el ectorate on Novenber 3, 1981

(5) Proceeds fromthe sale of bonds not to exceed a
total sum of $150, 000,000 issued for site devel opnment under
the provisions of Article XVI-B of the act of April 9, 1929
(P.L.343, No.176), known as The Fiscal Code. This paragraph
shall expire on Decenber 31, 1989, except that the board may
fund projects approved prior to Decenmber 31, 1989.

(6) Proceeds fromthe sale of any Commonweal t h general
obl i gati on bonds issued under sections [16 and 17] 313 and
314.

(7) Proceeds fromthe sale of any Commonweal t h gener al
obl i gati on bonds issued under section 12 of the act of March
16, 1992 (P.L.10, No.5), known as the Small Water Systens
Assi st ance Act.

(8) Proceeds fromthe sale of authority assets.

(9) Repaynent of |oan principal.

(10) Paynent of interest on | oans nmade by the authority.

(11) Interest earned on the investnments of authority
noneys.

* * %

Section 8. The headings of sections 6, 7, 8 and 9 of the act

are anended to read:

Section [6] 303. Powers and duties of authority.

* * %

30 Section [7] 304. Specific power to issue bonds.
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* * %

Section [8] 305. Covenants and express conditions on
obl i gati ons.

* * %

Section [9] 306. Nature and effect of pledges.

* %

Section 9. Section 10 heading and (f) of the act are anmended
to read:
Section [10] 307. Financial assistance.

* %k

(f) Loans.--Subject to any agreenents with the hol ders of
bonds, the board shall have the power to set terns applicable to
| oans in any manner it deens appropriate, subject to the
provi sions of this subsection. The board may consi der such
factors as it deens relevant, including current market interest
rates, the financial and econom c distress of the area which the
proj ect serves, and the necessity to maintain the authority
funds in a financially sound manner. Loans nay be nade based on
the ability to repay the loan fromfuture revenue to be derived
fromthe project, by a nortgage or other property lien, or on
any other fiscal matters which the authority deens appropriate.
The board shall have the power to defer principal on |oans for
up to five years. In the event of a default on the repaynent of
a loan, the board may apply to the court of comon pleas of the
county where the project is located for the appointnment of a
receiver to assune operation and supervision of the facility
under the supervision of the court. The mininmumrate of interest
to be paid on any | oan nade pursuant to this act shall be 1%
The maxi mumrate of interest shall not exceed the follow ng:

(1) For projects in counties whose unenpl oynent rate
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exceeds the Statew de unenploynment rate by 40% or nore, 1%
for the first five years and 25% of the bond issue rate for
t he remai nder of the | oan.
(2) For projects in counties whose unenpl oynent rate
exceeds the Statew de unenpl oynent rate, but exceeds it by
| ess than 40% 30% of the bond issue rate for the first five
years and 60% of the bond issue rate for the remai nder of the
| oan.
(3) For all other projects, 60% of the bond issue rate
for the first five years and 75% of the bond issue rate for
t he remai nder of the | oan.
(4) For projects located within municipalities for which
unenpl oynment rates exist which would qualify the project for
| ower interest rates than if the rel evant county unenpl oynment
rate were used, the unenploynent rate of that municipality
may be used in determining the interest rate on the | oan.
For purposes of this subsection, the phrase "unenpl oynent rate
of the county” shall nean the average unenploynent rate for the
county in the nost recent cal endar year for which data has been
finalized. For the projects which serve nmultiple counties, the
hi ghest unenpl oynent rate of the counties involved shall be
used. The unenpl oynent data utilized shall be data reported by
t he Departnent of Labor and Industry. For purposes of this
subsection, the phrase "bond interest rate" shall be the rate of
interest paid by the Comonweal th i medi ately preceding the date

of the loan for the bonds issued under sections [16 and 17] 313

Section 10. The headi ngs of sections 11 and 12 of the act

are anended to read:
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Section [11] 308. Conprehensive water facilities plan.

* * %

Section [12] 309. Audits.

* x *

Section 11. Section 13 of the act is anmended to read:
Section [13] 310. Annual report.

The board shall provide the General Assenbly with an annual
report detailing all projects funded under section [10] 307.

Section 12. Section 14 heading of the act is anended to
read:

Section [14] 311. Expedited approval of rate relief.

* x *

Section 13. Sections 15, 16 and 17 of the act are anmended to
read:

Section [15] 312. Transfer of Water Facilities Loan Board.

(a) Renoval of nenbers.--All existing nmenbers of the Water
Facilities Loan Board shall cease to hold office on the day that
t he Governor certifies by publication in the Pennsylvani a
Bul letin the existence of a quorumon the board created under
section [4] 301.

(b) Board of directors to serve as Water Facilities Loan
Board. - - For purposes of satisfying all outstandi ng obligations
of the Water Facilities Loan Board and for purposes of
collecting |l oan and interest repaynents, the board established
in section [4] 301 shall constitute the nenbership of the Water
Facilities Loan Board.

(c) Transfer of function.--Al remaining unencunbered funds,
rights, powers, duties, obligations, liabilities, records and
equi pnent of the Water Facilities Loan Board are transferred to

the authority.
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Section [16] 313. Referendum
(a) GCeneral rule.--Pursuant to the provisions of section
7(a)(3) of Article VIIlI of the Constitution of Pennsylvania, the
question of incurring indebtedness of $300, 000,000 for |oans for
the acquisition, repair, construction, reconstruction,
rehabilitation, extension, expansion and inprovenent of water
supply and sewage treatnent systens, subject to inplenentation
through this act, shall be submitted to the electors at the next
primary, nmunicipal or general election following the effective
date of this act.
(b) Certification.--The Secretary of the Conmonweal th shal
forthwith certify the question to the county boards of
el ections.
(c) Formof question.--The question shall be in
substantially the following form
Do you favor the incurring of indebtedness by the
Comonweal t h of $300, 000, 000 for use as |oans to acquire,
repair, construct, reconstruct, rehabilitate, extend,
expand and i nprove water supply and sewage treat nment
systens?
Section [17] 314. Bonds.
(a) |Issuance of general obligation bonds.--As evidence of
t he i ndebtedness if authorized under section [16] 313, general
obl i gati on bonds of the Commonweal th shall be issued fromtine
totime to fund and retire notes issued pursuant to section [16]
313 to carry out the purposes of this act, or both, for such
total amounts, in such form in such denom nations and subj ect
to such ternms and conditions of issue, redenption and nmaturity,
rate of interest and tinme of paynment of interest as the issuing

officials direct except that the |atest stated naturity date
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shall not exceed 30 years fromthe date of the debt first issued
for each series.

(b) Execution of bonds.--Al bonds and notes issued under
the authority of section [16] 313 shall bear facsimle
signatures of the issuing officials and a facsimle of the great
seal of the Commonweal th and shall be countersigned by a duly
aut hori zed | oan and transfer agent of the Commonweal t h.

(c) Direct obligation of Cormonwealth.--All bonds and notes
i ssued in accordance with section [16] 313 shall be direct
obl i gati ons of the Commonweal th, and the full faith and credit
of the Commonweal th are hereby pledged for the paynent of the
interest thereon as it becones due and the paynent of the
principal at maturity. The principal of and interest on the
bonds and notes shall be payable in | awful noney of the United
States of Anerica.

(d) Exenption fromtaxation.--Al bonds and notes issued
under the provisions of this section shall be exenpt from
taxation for State and | ocal purposes.

(e) Form of bonds.--The bonds nay be issued as coupon bonds
or registered as to both principal and interest as the issuing
officials may determne. If interest coupons are attached, they
shall contain the facsimle signature of the State Treasurer

(f) Bond anortization.--The issuing officials shall provide
for the anortization of the bonds in substantial and regul ar
amounts over the termof the debt. The first retirenment of
principal shall be stated to nature prior to the expiration of a
period of time equal to one-tenth of the time fromthe date of
the first obligation issued to evidence the debt to the date of
the expiration of the termof the debt. Retirenments of principal

shall be regular and substantial if made in annual or sem annual
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anounts, whether by stated serial maturities or by mandatory
sinking fund retirenents.

(g) Refunding bonds.--The issuing officials are authorized
to provide, by resolution, for the issuance of refunding bonds
for the purpose of refunding any bonds issued under this section
and then outstanding, either by voluntary exchange with the
hol ders of the outstanding bonds, or to provide funds to redeem
and retire the outstanding bonds with accrued interest, any
prem um payabl e thereon and the costs of issuance and retirenent
of bonds, at maturity or at any call date. The issuance of the
refundi ng bonds, the maturities and other details thereof, the
rights of the holders thereof and the duties of the issuing
officials in respect to the sane shall be governed by the
provi sions of this section, insofar as they nay be applicabl e.
Ref undi ng bonds may be issued by the issuing officials to refund
bonds originally issued or to refund bonds previously issued for
ref undi ng purposes.

(h) Quorum --Whenever any action is to be taken or deci sion
made by the Governor, the Auditor Ceneral and the State
Treasurer acting as issuing officials and the three officers are
not abl e unaninously to agree, the action or decision of the
Governor and either the Auditor General or State Treasurer shal
be bi nding and final.

(i) Public sale.--Wenever bonds are issued, they shall be
offered for sale at not |less than 98% of the principal anount
and accrued interest and shall be sold by the issuing officials
to the highest and best bidder or bidders after due public
advertisenment on such terns and conditions and upon such open
conpetitive bidding as the issuing officials shall direct. The

manner and character of the adverti senment and the time of

20040S1170B1720 - 12 -



© 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

advertising shall be prescribed by the issuing officials.

(j) Private sale.--Any portion of any bond issue so offered
and not sold or subscribed for may be di sposed of by private
sale by the issuing officials in such manner and at such prices,
not | ess than 98% of the principal anount and accrued interest,
as the issuing officials shall direct. No comm ssion shall be
allowed or paid for the sale of any bonds issued under the
authority of this section.

(k) Bond series.--Wen bonds are issued fromtinme to tine,

t he bonds of each issue shall constitute a separate series to be
designated by the issuing officials or may be conbined for sale
as one series wth other general obligation bonds of the
Commonweal t h.

(1) Tenporary bonds.--Until permanent bonds can be prepared,
the issuing officials may in their discretion issue, in |ieu of
per manent bonds, tenporary bonds in such formand with such
privileges as to registration and exchange for permanent bonds
as may be determ ned by the issuing officials.

(m Disposition and use of proceeds.--The proceeds realized
fromthe sale of bonds and notes, except funding bonds,
refundi ng bonds and renewal notes, under the provisions of this
section are specifically dedicated to the purposes of the
referendumto be inplenented by this act and shall be paid into
t he special funds established in the State Treasury in such
anounts as may be specified by the board pursuant to section
[5(c)] 302(c). The proceeds shall be paid by the State Treasurer
periodically to the board to expend them at such tines and in
such anobunts as may be necessary to satisfy the fundi ng needs of
t he board. The proceeds of the sale of funding bonds, refunding

bonds and renewal notes shall be paid to the State Treasurer and
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1 applied to the paynment of principal, the accrued interest and

2 premum if any, and costs of redenption of the bonds and notes
3 for which such obligations shall have been issued.

4 (n) Investnent of funds.--Pending their application to the
5 purposes authorized, noneys held or deposited by the State

6 Treasurer may be invested or reinvested as are other funds in

7 the custody of the State Treasurer in the manner provided by

8 law. Al earnings received fromthe investnent or deposit of

9 such funds shall be paid into the State Treasury to the credit
10 of the funds established by the board in section [5(c)] 302(c)
11 in such anpbunts as may be specified by the board pursuant to

12 that section.

13 (o) Registration of bonds.--The Auditor Ceneral shal

14 prepare the necessary registry book to be kept in the office of
15 the duly authorized | oan and transfer agent of the Commonweal t h
16 for the registration of any bonds, at the request of owners

17 thereof, according to the terns and conditions of issue directed
18 by the issuing officials.

19 (p) Expenses of preparation for issue and sal e of bonds and
20 notes.--There is hereby appropriated to the State Treasurer from
21 the proceeds of the bonds and notes issued as nuch noney as nay
22 be necessary for all costs and expenses in connection with the
23 issue of and sale and registration of the bonds and notes in
24 connection with this act.
25 Section 14. The act is anended by adding a chapter to read:
26 CHAPTER 5
27 MUNI Cl PAL_ CONNECTI ON_FUNDI NG PROGRAMS
28 Section 501. Establishnment of prograns.
29 (a) Municipal Connection Funding Program--There is hereby

30 established the Minici pal Connecti on Fundi ng Program for the
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pur pose of authori zing financial assistance in the form of

grants and guaranteed | owinterest | oans to homeowners for

tappi ng fees and eligible costs relating to the installation of

a water or sewage lateral for homes constructed prior to the

installation of a public water distribution systemor a public

sewage coll ection system servicing the property or relating to

the repl acenent of water or sewaqge |laterals to housing units as

part of an upgradi ng or reconstructi on of a public water

di stribution system or public sewage coll ection system

(b)Y Munici pal Connecti on Fundi ng Loan Guarantee Program--In

addition to the program establi shed under subsection (a), the

Muni ci pal Connecti on Fundi ng Loan Guarantee Programis hereby

establi shed for the purpose of authorizing financial assistance

in the formof grants and guaranteed | owinterest |oans to

homeowners for tapping fees and eligible costs relating to the

installation of a water or sewage | ateral for hones constructed

prior to the installation of a public water distribution system

or a public sewage coll ection system servi cing the property or

relating to the repl acenent of water or sewage |laterals to

housi ng units as part of an upgradi ng or reconstructi on of a

public water distribution systemor public sewage coll ecti on

(c) Requl ations. - -

(1) The authority shall devel op requl ati ons as may be

necessary for the application for and approval of program

funds for |l oan recipients which at a m ni num shall be

required to repay program |l oans to the | ocal | ending

institution within 15 years fromthe date of the | oan at an

annual interest rate not to exceed the maxi numrate

establi shed for the county in which the residence is |ocated.
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This maximumrate shall be determi ned in accordance with

section 307(f). The authority shall devel op requl ati ons for

the i npl ementati on of the guaranteed | oan program which

shall include, but not be linited to, procedures for | ocal

|l ending institutions participating in the program under

section 507(m) to qualify for rei nbursenent fromthe

Muni ci pal Connecti on Fundi ng Guar ant ee Program when the

residential borrower defaults on the |oan. The authority

shal|l further devel op regul ati ons for the inpl enentati on of

the grant program

(2) The authority may pronul gate any additi onal

requl ations that it deens as necessary for carrying out the

provi sions of this chapter.

Secti on 502. Scope.

This chapter applies to financial assi stance provided to

owners of a housing unit.

Section 503. Applicant eligibility.

(a) Owmner occupancy required.--An applicant is eligible if

he is an owner-occupi er of a housing unit and either of the

foll owi ng conditi ons exi sts:

(1) The housing unit is served or is to be served by a

public water distribution systemor public sewage coll ecti on

system owned by a nunicipality or nunicipal authority.

(2) The owner-occupier is required to replace private

water or sewage |laterals as part of an upgradi ng or

reconstruction of a public water distributi on system or

publi c sewage coll ecti on system

(b)Y W©Maxi num i nconme all owabl e. - -

(1) Loans may be provided under this programif the

applicant's household i ncone does not exceed 200% of the

20040S1170B1720 - 16 -



1 St at ew de nedi an_househol d incone. Local lending institutions
2 shall conply with regulations of the authority if they seek

3 to participate in the Minicipal Connection Funding Loan

4 Guar ant ee Program pursuant to section 507(nm.

5 (2) Gants may be provided under this programto

6 applicants whose household incone does not exceed the nost

7 recent Federal poverty quidelines for the year in which an

8 application is made. Local lending institutions which receive
9 applications fromowner-occupiers who neet the incone

10 qualifications for a grant shall refer conpleted applications
11 for further consideration by the authority, pursuant to

12 requl ati ons adopted under section 501(b).

13 Section 504. Project eligibility.

14 The follow ng conditions shall be satisfied for an eligible
15 project:

16 (1) The owner of the real property into which the

17 lateral is to be installed or replaced nust also be the owner
18 and occupant of the housing unit | ocated thereon.

19 (2) The property lateral is located in an area that is
20 served by a public water distribution system or public sewage
21 collection systemand the property lateral is required by the
22 nmuni ci pality or nunicipal authority to connect to the system
23 (3) The nunicipality or nunicipal authority has
24 established a tapping fee in accordance with 53 Pa.C. S. Ch.
25 56 (relating to nunicipal authorities).
26 (4) The inspector enployed by the nunicipality or
27 nuni ci pal _authority which will operate the water distribution
28 or _sewage collection systemto which the lateral is connected
29 has certified that the property lateral neets all permt
30 requi renents under applicable State and nunicipal |aws and
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requl ati ons.

(5) The construction activity to be financed by a | oan

or grant under the program has not conmenced and the tapping

fee has not been paid prior to the tine of application

approval by the local |ending institution.

Secti on 505. Eligi bl e costs.

Eligi ble costs shall incl ude:

(1) Al testing, design, nmaterials and construction

costs associated with the property lateral, including a

gri nder punp, if required.

(2) Pernmt and inspection fees.

(3) Interest during construction or financing of the

proj ect and all owance for funds used during construction.

(4) Costs relating to the closing of an applicant's

| oan, such as legal fees, credit reports, title reports,

i nsurance, judgnent reports, lien certificates, appraisal

fees and | oan origi nati on fees.

(5) Tapping fees.

Secti on 506. I neligible costs.

Grants and | oans awarded under the program nmay not be used

for the costs of acquisition of land or right-of-way for a

project.

Secti on 507. Fi nanci al assi stance terns and conditi ons.

(a) Financial assistance.--Financial assi stance under the

program shall be in the form of guaranteed | oans or grants as

further specified in this chapter. The Mini ci pal Connecti on

Fundi ng Loan Guarantee Program shall provide | oan guarantees to

|l ocal lending institutions that nmake | oans for projects

consistent with the requirenents of this chapter.

(1) The interest rate offered on | oans shall not be | ess

20040S1170B1720 - 18 -
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than 1% per annum or nore than the nmaxi numrate establi shed

for the county in which the residence is |located. This

maxi numrate shall be determ ned in accordance with section

307(f).

(2) The maxi nrum amount of a | oan shall be no greater

than 90% of eligible costs and in no case may exceed $15, 000.

The maxi nrum anount of a grant shall be $10, 000.

(3) The m ni num anpbunt of a | oan shall be $1,500. The

m ni rum anount of a grant shall be $500.

(4) The maxinumtermof a | oan shall be 15 years.

(5) Loan repaynent shall commence no | ater than 60 days

after the date of | oan cl osing.

(6) A grant and | oan conbi nati on may be offered to

eliqgible applicants.

(b) Collateral.--Collateral shall be determ ned by the | ocal

|l ending institution under requl ati ons establi shed by the

authority and may i nclude, but are not limted to, a nortgage on

the borrower's property subordinate only to the debt outstandi ng

at the tinme of | oan approval by the local |ending institution.

(c) Repaynent.--A loan shall be repaid in full if the

property to which it applies is either sold or transferred to

other than an i mMedi ate fam |y nmenber

(d) Fees.--The borrower nay be charged fees for delinquent

paynent of either principal or interest on a loan if fees are

described in the | oan agreenent entered into and agreed to by

the borrower and the |local | ending institution.

(e) Docunentation.--An applicant shall apply for funding to

a local lending institution by submtti ng documentati on as nay

be required to denonstrate conpliance with standards of the

|l ocal lending institution.

20040S1170B1720 - 19 -
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(f) Local lending institution.--Upon receipt of a funding

application, the local |lending institution shall:

(1) Verify that the applicant neets the eligibility

criteria of section 503.

(2) Verify that the application is valid and contai ns

all required docunentation.

(3) Verify through the authority that sufficient funds

are available to approve the application.

(4) Performcredit and security checks needed to ensure

that the applicant neets the collateral requirenents of the

(ag) Approval.--A local lending instituti on nay approve an

application for funding under the programonly if the conditions

under subsection (k) are satisfied.

(h) Conpletion of review --Upon conpletion of its

application review, a local lending institution shall notify the

applicant of the foll ow ng:

(1) The outcone of its revi ew

(2) Wiether the applicant is eligible for a grant.

(3) Wiether the applicant's | oan i s approved.

(4) The anmpbunt and terns of the | oan.

(i) Funds.--Funds shall be disbursed to the contractor on

behal f of the borrower or to the borrower upon conpl eti on of

construction and final inspection and certification fromthe

muni ci pality or nmunici pal authority that the project has been

conpl eted in accordance with all permt requirenments and i s

oper abl e as desi gned and i nt ended.

(i) Changes.--A change to an approved project which is

i nconsi stent with the approved design for which the pernit was

i ssued nay not be made unl ess the nunicipality or nunici pal

20040S1170B1720 - 20 -
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authority gives prior approval to the change.

(k) Recordkeepi ng. - -

(1) A borrower shall nmaintain financial records to

substanti ate expendi tures on an approved project.

(2) A local lending institution shall nmaintain financial

and activity records on a | oan applicati on and approved | oan

and shall report this information to the authority in a form

and at those tinmes as nay be request ed.

(1) Financial assistance docunents.--The authority shal

devel op and adopt financial assistance docunents whi ch, anpbng

other things, define the terns and condi ti ons under which

financi al assi stance nust be offered under the program These

docunents shall be used by local |ending institutions

participating in the programw t hout change, except as approved

by the authority.

(m Application.--A local |lending instituti on nmay

participate in the Mini ci pal Connecti on Fundi ng Loan Guar ant ee

Program by subm tting an application to the authority on behal f

of a borrower.

(1) The application shall be in the form prescri bed by

requl ati ons adopted by the authority, and shall include al

of the foll ow ng:

(i) The nane and the address of the borrower.

(ii) Certification that the borrower is the owner-

occupi er of a housing unit, and that either: the housing

unit is served or is to be served by a public water

di stribution system or public sewage coll ection system

owned by a nunicipality or a nmunicipal authority; or, the

owner -occupier is required to replace private water or

sewage | aterals as part of the upgradi ng or
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reconstruction of a public water distributi on system or

publi c sewage coll ecti on system

(iii) A copy of the borrower's |ast two years of

Federal and State tax returns.

(iv) A statenent describing the amount of the | oan,

a copy of the local lending institution's conm tnent

letter and applicable credit underwiting that supports

the repaynent of the |oan, and the coll ateral and

guar antees offered to support the | oan.

(v) Any other information required by requl ati ons

adopted by the authority.

(2) The authority shall review the application to

deterni ne that:

et ,

(i) The borrower's factual circunstances neet the

mninmumcriteria for qualification under the program

(ii) The |oan guarantee to be offered i s consi stent

with the goals of the program as established by this

chapter and the requl ati ons adopted by the authority.

(iii) The project site is |located within the | ocal

lending institution's service area and within this

Commpnweal t h.

(iv) The local lending institution will reqister the

loan with the authority and will conmply with the terns

and conditions of the requl ati ons adopted by the

(v) The borrower and the | ocal |ending institution

have net all other programrequirenents established by

the authority.

(3) Upon being satisfied that all requirenents have been

the authority will notify the local |ending institution
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1 of its action.

2 (4) Inthe adnministration of this program the authority
3 may establish a subconmittee conposed of nenbers of the

4 authority and departnent staff to review and approve

5 applications for | oan guarantees.

6 (5) After approval of the application, a naster

7 guar antee agreenent will be executed between the | ocal

8 lending institution and the authority and a subaccount for

9 the local lending institution will be established within the
10 Muni ci pal Connection Fundi ng Loan Guarantee Program Account.
11 A guarantee certificate will be issued by the authority to

12 the local lending institution for each | oan approved by the
13 authority to be covered by the nmaster guarantee agreenent

14 stating the terns and anounts of the guarantee. A reserve in
15 t he ampbunt of the guarantee or a portion thereof will be nade
16 against the local lending institution s subaccount for each
17 | oan that has been issued a guarantee certificate.

18 (6) (i) The master guarantee agreenent executed by the
19 local lending institution and the authority shal
20 establish a procedure for neking a claimagainst the

N
[y
o
c
Q
]
Q
2
D
®

22 (ii) Prior to nmaking a request for paynent of funds
23 fromits subaccount on account of a claim against the

24 guarantee, the local lending institution shall first

25 exhaust all of its renedi es against the borrower of the
26 loan.

27 (iii) If aclaimis nade during the first two years
28 of the termof a |oan covered by the guarantee, the |ocal
29 lending institution shall be entitled to a paynent from
30 its subaccount in an anount not to exceed 50% of the
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out st andi ng princi pal anpunt of the |loan at the tine the

claimis made, after taking into account any recovery

first made by the local lending institution. If a claim

is nade at any tine after the end of the first two years

of the termof the |oan, but prior to the end of the

seventh year of the |loan, the local |ending institution

shall be entitled to a payment fromits subaccount in an

anount not to exceed 25% of the outstandi ng princi pal

anount of the loan at the tine the claimis made, again

taki ng i nto account any recovery first made by the | ocal

l ending institution. No clains may be nade agai nst the

guarantee for a loan after the expirati on of the seventh

vear of the termof the | oan.

(iv) |If alocal lending institution recovers any

paynents on account of a loan after it has nmade a clai m

agai nst the master quarantee agreenent and after it has

recei ved paynent on account of the claimfromits

subaccount, the local |lending institution shall repay to

the authority, for deposit into the | ocal | ending

institution's subaccount, a percentage of the anpunt of

the recovery equal to the percentage of the quarantee of

t he | oan.

(v) Wthin 30 days followi ng the second anni versary

of the i ssuance of a quarantee certificate for a | oan

covered by a master quarantee agreenent, the | ocal

|l ending institution shall provide the authority with a

witten status report of the | oan, including the then-

current principal bal ance of the | oan, and an assessnent

of the conti nued econonic viability of the borrower.

30 Section 508. Funds and accounts.
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(a) Establishnent of funds.--The authority nay establish

separate funds, accounts or other financial structures as may be

needed to i npl enent and operate the program

(b)Y Approval .--The authority shall fromtine to ti me approve

such funding, including the pledging of the authority's

revenues, to finance the program

(c) Liability.--The authority shall not be held |liable for

| oan offers or approvals nade by a local lending institution in

t he absence of prior authority-approved funding.

Secti on 509. Loan servi ci ng.

(a) Monitoring.--The authority shall nonitor the program and

process established by a |local |ending institution.

(b)Y Loan servicing fee.--The local lending instituti on nmay

charge a | oan servicing fee to defray the costs that it incurs

to service | oans under the program These | oan servicing fees

shall be charged to and shall be the sole responsibility of

program borrowers.

Secti on 510. Pr ogr am noni t ori ng.

The borrower shall subnmt to the |local |ending institution

recei pts for the project in accordance with the schedul e and

requi renents contained in the | oan agreenent. Failure to provide

the receipts in accordance with the schedul e shall constitute a

viol ati on of the | oan agreenent.

Section 511. Transfer of nobneys.

The sum of at | east $5, 000,000 shall be transferred annually

fromthe PENNVEST Bond Aut horizati on Fund to the Mini ci pal

Connecti on Fundi ng Programto carry out the provisions of this

act .
Section 15. Sections 18, 19, 20 and 21 of the act are

r epeal ed.
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1 Section 16. The act is anended by adding a chapter to read:
2 CHAPTER 9

3 M SCELLANEQUS PROVI SI ONS

4 Section 901. Appropriation.

5 The sum of $5, 000,000, or as nmuch as nay be necessary, is

6 hereby appropriated to the Pennsylvania Infrastructure Authority
7 for the fiscal year July 1, 2004, to June 30, 2005, to carry out
8 the provisions of Chapter 5.

9 Section 902. Repeal.

10 Al acts and parts of acts are repealed i nsofar as they are

11 inconsistent with this act.

12 Section 17. This act shall take effect in 90 days.
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