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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2875 %"

| NTRODUCED BY VEON, BLACKWELL, GEORGE, HARHAI, JOSEPHS, KOTI K,

LEACH, LEDERER, MCALL, PARKER, PRESTQN, SIPTROTH, WALKQ
WHEATLEY, SOLOBAY, WANSACZ, YUDI CHAK, STABACK AND
CALTAG RONE, JULY 1, 2006

REFERRED TO COW TTEE ON COWERCE, JULY 1, 2006

AN ACT

Amendi ng the act of August 23, 1967 (P.L.251, No.102), entitled,

as anmended, "An act providing for the incorporation as public
instrunmentalities of the Commonwealth and as bodi es corporate
and politic of industrial and commrercial devel opnent
authorities for nunicipalities, counties and townshi ps;
prescribing the rights, powers and duties of such authorities
hereafter incorporated; authorizing such authorities to
acquire, by gift or purchase, to construct, inprove and

mai ntai n i ndustrial, specialized, or cormmercial devel opnment
projects including projects for the elimnation or prevention
of blight and the control of air and water pollution, and to
borrow noney and i ssue bonds therefor; providing for the
paynent of such bonds and giving security therefor, and
prescribing the rights of the holders of such bonds;
authorizing the | ease or sale of industrial, specialized, or
commerci al devel opnent projects to industrial, specialized,
or conmercial enterprises; authorizing any county,
muni ci pality or township to transfer or convey to such
authorities, any facilities or property avail able for

i ndustrial, specialized, or comercial devel opnent projects;
exenpting the property and securities of such authorities
fromtaxation; authorizing such authorities to enter into
contracts with and to accept grants fromthe Federa
Government or any agency thereof; and providing for approval
by the Secretary of Conmerce of the proceedings relating to

i ndustrial, specialized, or cormmercial devel opnent projects
of such authorities,” anending and addi ng definitions;

provi ding for the Pennsylvania Capital Access Program
(PennCAP) within the Pennsyl vania Econom ¢ Devel opnent

Fi nanci ng Authority; and making editorial changes.

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

Section 1. The title of the act of August 23, 1967 (P.L.251,
No. 102), known as the Econom c Devel oprment Fi nanci ng Law,
anended Decenber 19, 1975 (P.L.576, No.165), is anended to read:

AN ACT
Providing for the incorporation as public instrunmentalities of

t he Commonweal th and as bodi es corporate and politic of

i ndustrial and commerci al devel opnent authorities for

muni ci palities, counties and townshi ps; prescribing the

rights, powers and duties of such authorities hereafter

i ncor porated; authorizing such authorities to acquire, by

gift or purchase, to construct, inprove and maintain

i ndustrial, specialized, or cormercial devel opnent projects

i ncluding projects for the elimnation or prevention of

blight and the control of air and water pollution, and to

borrow noney and i ssue bonds therefor; providing for the
paynent of such bonds and giving security therefor, and
prescribing the rights of the holders of such bonds;
authorizing the | ease or sale of industrial, specialized, or
commerci al devel opnent projects to industrial, specialized,
or conmercial enterprises; authorizing any county,
muni ci pality or township to transfer or convey to such
authorities, any facilities or property avail able for

i ndustrial, specialized, or comercial devel opnent projects;

exenpting the property and securities of such authorities

fromtaxation; authorizing such authorities to enter into
contracts with and to accept grants fromthe Federa

Government or any agency thereof; and providing for approval

by the Secretary of [Comrerce] Conmunity and Econonic

Devel opnent of the proceedings relating to industrial,
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speci al i zed, or commercial devel opnent projects of such

authorities.

Section 2. The definitions of "cost of the project" or
"cost," "departnment” and "secretary” in section 3 of the act,
anmended Decenber 17, 1993 (P.L.490, No.74), are anended and the
section is anended by adding definitions to read:

Section 3. Definitions.--As used in this act:

* * %

"Amobunt" or "proceeds" when used in connection with a | oan or

| oans, neans only the anpunt covered under the | oan agreenent.

* * %

"Borrower" neans the recipient of a | oan which has been or

will be filed by the participati ng bank for enrol |l nent under

Pennsyl vani a Capital Access Program

* * %

"Cost of the project” or "cost" neans and includes any and
all costs of a project, including, but not limted to, any and
all costs and expenses of acquisition of all land, interests in
| and, property, rights, buildings, structures, equipnent,
furni shings and other tangi ble or intangible property conprising
the project, the expense of denvolishing, renpoving or relocating
any buildings or structures on |ands acquired or to be acquired
and the expense of acquiring any |lands to which such buil di ngs
or structures may be noved or relocated, financing charges and
ot her costs of financing and issuing bonds, interest expenses
prior to and during construction and for a period of twelve
nont hs thereafter, costs of engineering, financial, accounting
and | egal services, plans, specifications, studies, surveys
necessary or incidental to determning the feasibility or

practicability of constructing the project, admnistrative
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expenses, reserves for interest and such other expenses as may
be necessary or incidental to the devel opnent, inplenentation or
use of the project and the placing of the sane in operation. In
addition, "cost of the project” or "cost" may include working
capital or other capital needs related to industrial, comrercial
or other econonmic activities or operating costs of public
facilities, provided, however, that working capital, operating
costs and other capital needs shall be limted as a percentage
of the cost of the project financed with the proceeds of bonds

i ssued under this act by regul ations, statenments of policy,

gui delines or rulings issued by the Departnment of [Commerce]

Communi ty and Econoni ¢ Devel opnent.

"Departnment” means the Departnment of [Commerce] Comunity and

Econom ¢ Devel opnent of the Conmmpnweal t h.

* * %

"Enroll ed | oan" neans a | oan enroll ed by the Departnent of

Communi ty and Econoni ¢ Devel opment under the terns of section

"I nsider transaction" neans a |l oan to an executive officer,

director or principal sharehol der of a participating bank, a

menber of the immedi ate famly of the executive officer,

director or principal shareholder or to an entity controll ed by

any of these individuals.

* * %

"Partici pati ng bank" neans a lending institution within this

Commpnweal th which is enrolled with the Departnment of Conmunity

and Econoni c Devel opnent in the Pennsyl vani a Capital Access

"Passi ve real estate ownershi p” nmeans ownership of rea
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estate for the purpose of deriving i ncone from specul ati on,

trade or rentals, except that the term does not include:

(1) the ownership of that portion of real estate being

used or intended to be used for the operati on of the busi ness

of the owner of the real estate; or

(2) the ownership of real estate for the purpose of

construction or renovati on.

"PennCAP" neans the Pennsyl vani a Capital Access Program

established in section 15. 3.

* * %

"Secretary" neans the Secretary of [Commerce] Comunity and

Econom ¢ Devel opnent of the Conmmpnweal t h.

* * %

Section 3. Sections 6.1(b) and 6.3(d) of the act, anended
Decenber 17, 1993 (P.L.490, No.74), are anended to read:

Section 6.1. Pennsylvania Econom ¢ Devel opnent Fi nanci ng
Aut hority; Board of Directors.--* * *

(b) The financing authority shall be governed and all of its
corporate powers exercised by a board of directors which shal
be conposed of the follow ng individuals:

(1) [Seven] Eight nmenbers to be appointed by the Governor,
with the advice and consent of the Senate, who shall represent
the general public and the public interest. The nenbers
initially appointed shall serve for terns of two, three and four
years, respectively, fromthe date of their appointnment and
until their respective successors shall be duly appointed and
qualified, the termof each appointed nenber to be designated by
the Governor at the tinme of his appointnent. Initially, three
menbers shall be appointed for ternms of four years; two nenbers

shall be appointed for terns of three years; and two nenbers
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shall be appointed for terns of two years. The terns of all of
their successors shall be four years each, except that any
person appointed to fill a vacancy shall serve only for the
unexpired term and any appoi nted nenber shall be eligible for

r eappoi nt nent .

(2) The Secretary of [Comrerce] Community and Economic

Devel opnent, or its successor agency, who will serve as

chai rman, or his designee.

(3) The Secretary of Labor and Industry or his designee.

[(4) The Secretary of Comrunity Affairs or his designee.]

(5) The Secretary of Agriculture or his designee.

(6) The Secretary of Banking or his designee.

(7) One nenber to be appointed by the Majority Leader of the
Senate, one nenber to be appointed by the Mnority Leader of the
Senate, one nenber to be appointed by the Majority Leader of the
House of Representatives and one nenber to be appointed by the
Mnority Leader of the House of Representatives. Al nenbers
shall serve at the pleasure of the appointing authority.

* x *

Section 6.3. Financing Authority Indebtedness.--* * *

(d) If the bonds issued by the financing authority are tax-
exenpt bonds for which Federal |aw requires an allocation, the
[ Departnent of Commerce] departnent shall issue an allocation
chargi ng such small issue project's pro rata share of the issue
to the county in which said project is to be |ocated provided
that the project requires a type of allocation distributed by
the departnent to the counti es.

* x *

Section 4. Section 10 of the act, anended July 16, 1975
(P.L.60, No.36), is anmended to read:
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Section 10. Moneys of The Authority.--All noneys of any
authority, from whatever source derived, shall be paid to the
treasurer of the authority. Said noneys shall be deposited in
banks, bank and trust conpani es or under savings contracts in
savi ngs associations, in one or nore special accounts. Such
speci al accounts to the extent the sanme is not insured shall be
continuously secured by a pledge of direct obligations of the
United States of America, of the Conmmonwealth or as otherw se
provi ded by | aw havi ng an aggregate market val ue, excl usive of
accrued interest, at all tines at |east equal to the bal ance on
deposit in such account. Such securities shall either be
deposited with the treasurer, or be held by a trustee or agent
satisfactory to the authority. Al banks, bank and trust
conpani es and savi ngs associ ations are authorized to give such
security for such deposits. The noneys in said accounts shall be
paid out on the warrant or other order of the chairnman of the
authority, or of such other person or persons as the authority
may authorize to execute such warrants or orders. Every
authority shall file an annual report with the [ Departnent of
Commerce] departnent and with the nunicipality creating the
authority on forns prepared and distributed by the [Departnent
of Conmerce] departnent, which shall make provision for the
accounting of revenues and expenses. Every authority shall have
its books, accounts and records audited annually in accordance
with generally accepted auditing standards by an i ndependent
audi tor who shall be a certified public accountant or conpetent
public accountant and a copy of his audit report shall be
attached to and be made a part of the aforesaid annual report. A

conci se financial statenent shall be published annually, at

| east once in a newspaper of general circulation in the
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muni ci pality where the principal office of the authority is

| ocated. If such publication is not made by the authority, the
muni ci pality shall publish such statenment at the expense of the
authority. If the authority fails to make such an audit, then
the controller, auditors or accountant designated by the
muni ci pality, are hereby authorized and enpowered fromtine to
time to exam ne at the expense of the authority the accounts and
books of the authority, including its receipts, disbursenents,
contracts, |eases, sinking funds, investnents, and any ot her
matters relating to its finances, operations and affairs.

The Auditor General of the Commonweal th of Pennsyl vani a shal
have the right to exam ne the books, accounts and records of any
authority.

Section 5. The act is anmended by adding a section to read:

Secti on 15. 3. PennCAP. --(a) The Pennsyl vani a Capital Access

Program (PennCAP) is established as a snmall busi ness | oan

guarantee programw thin the financing authority. The purpose of

PennCAP i s to:

(1) Assist small businesses in neeting their financial

obligations and responsibilities by providing greater access to

capital through private | ending institutions.

(2) Encourage investnent and rei nvest nent by snal

busi nesses in econom c opportunities that will provide jobs,

stimul ate econonmic growth and encourage nore export trade.

(3) Encourage lending institutions to nake | endi ng capital

avai l able to small busi nesses by mnim zing the potential risks

associ ated with busi ness | oans.

(b)Y The financing authority shall have the power and duty

to:

(1) Adm ni ster PennCAP
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(2) Inspect, as the financing authority nmay determ ne

necessary, the files of a participating bank relating to any

| oans enrol |l ed under PennCAP during the nornmal busi ness hours of

t he bank.

(3) WNarket PennCAP to busi nesses and | ending institutions

within this Conmbnweal t h.

(c) Any business with capital needs is eligible for PennCAP

subject to the foll ow ng:

(1) The proceeds of the | oan nust be used for a busi ness

pur pose within this Conmbpnweal t h.

(2) The proceeds of the | oan nust be applied toward the

costs of the project.

(3) A borrower nust apply for a | oan quar ant ee under PennCAP

directly through a participati ng bank.

(4) To receive a PennCAP | oan guar antee through a

partici pati ng bank, a branch of the partici pati ng bank nust be

|l ocated in the borrower's | ocal area.

(5) A borrower nust neqotiate |loan terns, conditions and use

of proceeds not governed by this act directly with the

parti ci pati ng bank.

(6) The maxi num anmount of a PennCAP enrolled |oan is twelve

mllion five hundred t housand dollars ($12, 500, 000).

(7) Insider transacti ons are prohibited.

(8) The proceeds of a | oan may not be used for the

(i) Passive real estate ownership.

(ii) WManufacture, distribution or sale of products or

services i ntended by the borrower to be used in illeqgal or

illicit activities.

(iii) Operations which derive nore than forty percent of its
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gross revenues fromthe manufacture, distribution or sale of

al cohol i ¢ bever ages.

(iv) Operations by any person which derive nore than twenty-

five percent of its gross revenues from services incident to

term nati on of pregnancy.

(v) Operations primarily established for the manuf acture,

distribution or sale of sexually oriented materi als, products or

servi ces.

(vi) Operations of prinmarily religious oriented services or

activities.

(vii) Operations of private cl ubs.

(viii) Operations of sky boxes or other private |uxury

(i x) Operations of ganbling facilities.

(x) Operations of racetracks.

(xi) Operations of hot tub facilities or nassage parl ors.

(9) In the case of a loan to refinance a | oan previously

made to the borrower by the participati ng bank that was not

enrol |l ed under PennCAP, the participati ng bank may obtain

cover age under PennCAP for an anmount not exceedi ng the anpunt of

addi ti onal fi nanci ng.

(d) A prospective borrower shall submt a witten

application to the departnent in a form and manner as prescri bed

by the departnent.

(e) The departnent shall pronul gate requl ati ons to prescribe

the manner in whi ch PennCAP shall operate.

Section 6. This act shall take effect in 60 days.
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