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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2438 >

| NTRODUCED BY ARGALL, HAYES, D. R WRI GHI, BOWSER, BOYES, COLE,
MERRY, ROBBI NS, LIVENGOCD, WASS, SERAFI NI, BURD, SIRI ANN,
Bl RVELI N, STEVENS, STEWART, HASAY, VEON, HERVAN, MOEHLMANN
COLAFELLA, CIM N, LESCOVI TZ, BUSH, FARGO MCALL, FI SCHER,
DeVERTER, CAWEY, STEI GANER, CLARK, ARTY, BELARDI, STABACK
BROUJOS, DOVBROWBKI, SAURVAN, ANGSTADT, NAHI LL, JOHNSOQN,
JACKSQON, SCHULER, TIGUE, JAROLIN, G SNYDER, R C WRI GHT,
GRUPPO, J. L. WRIGHT, CLYMER, PUNT, GREENWOOD, BOOK
PH LLI PS, CARLSON, BLAUM POTT, WOGAN, LETTERVAN, DALEY,
F. TAYLOR, LUCYK, J. TAYLOR E. Z. TAYLOR VROON, SEMVEL
STAIRS, GRU TZA, FOSTER, BALDWN, B. SM TH, PERZEL, LLOYD,
BLACK, DI STLER, SWEET, SWFT, COSLETT, L. EE SMTH
MACKOWSBKI , DI ETZ, RAYMOND, HERSHEY, CAPPABI ANCA, CEl ST,
LANGIRY, CHADW CK, GODSHALL, PITTS, MARKOSEK, FOX, GLADECK,
TELEK, VAN HORNE, MOVERY, Pl CCOLA, PETRARCA, GANNON
D. W SNYDER, M COZZI E, BUNT, MCLATCHY, KUKOVICH, HONAMAN,
LASHI NGER, HUTCHI NSON AND HAGARTY, APRIL 30, 1986

REFERRED TO COVM TTEE ON BUSI NESS AND COVMERCE, APRIL 30, 1986

AN ACT

Amendi ng the act of July 2, 1984 (P.L.568, No.113), entitled "An
act providing technical and financial assistance to enpl oyee-
ownership groups that seek to retain or preserve jobs by
restructuring an existing business into an enpl oyee- owned
enterprise with a substantial prospect of future recovery;
provi di ng techni cal assistance on enpl oyee-ownership to
existing firnms and current enpl oyee-owned enterprises in
Pennsyl vani a; and maki ng appropriations,” further providing
for technical assistance, financial assistance and criteria
for evaluating applications; providing for grants; and
removi ng provisions relating to guidelines and regul ati ons.
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The General Assenbly of the Conmonweal th of Pennsyl vani a

=
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her eby enacts as foll ows:

H
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Section 1. Sections 4 and 5 of the act of July 2, 1984
15 (P.L.568, No.113), known as the Enpl oyee- Omershi p Assi stance
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Program Act, are anended to read:
Section 4. Technical assistance.

(a) Authorization to advance funds.--The departnent is
aut hori zed to advance funds to | ocal adm nistrative agencies for
t he purpose of providing | oans to enpl oyee-ownership groups in
i ndustrial and commercial enterprises as defined in section 3 of
the act of August 23, 1967 (P.L.251, No.102), known as the
I ndustrial and Commerci al Devel opnent Authority Law, for
techni cal assistance to devel op or inprove an enpl oyee- owned
enterpri se.

(b) Eligibility.--Enpl oyee-ownership groups shall be
eligible for assistance if the enployees in the enpl oyee-
ownership group are enployed by, fornerly enployed by or
affiliated wwth one of the foll ow ng:

(1) Existing firnms facing a threat of substanti al
| ayoffs or a plant closing and investigating a reorgani zation
of all or sone portion of the firm s business activity, at
sites located within this Comonweal th, as an enpl oyee- owned
enterprise. For purposes of this section "existing firnf
shal | include an ongoi ng concern, the assets of an existing
conpany or the assets of a conpany which has been cl osed for
no nore than [one year] two years as of the date of
application for the feasibility study | oan.

(2) Existing firms, not necessarily facing a threat of
substantial layoffs or a plant closing, but considering a
conversion to an enpl oyee-owned enterprise and seeking
prof essi onal services to acconplish this, if conversion to
enpl oyee ownership will create net new jobs or retain
existing jobs at sites within this Comobnweal th.

(3) Existing firnms which currently have sone form of
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enpl oyee ownership and require professional services to

i nsure success of the enployee-owned enterprise inits effort

to create net new jobs or retain existing jobs at sites

within this Conmpbnweal t h.

(c)

Uses.--Loans [will] and grants may be made to enpl oyee-

owner ship groups for the foll ow ng purposes:

(1) Feasibility studies to investigate a reorgani zation

or new incorporation as an enpl oyee-owned enterprise. At a

mnimum the feasibility study shoul d:

(i) Assess the market value and demand for the
product produced by the plant affected by the closing or
| ayoff.

(1i) Assess the market val ue and demand for other
products which could be manufactured or assenbled at the
pl ant affected by the closing or |ayoff.

(ti1) Evaluate the production costs incurred if the
pl ant were to be operated by the enpl oyee-ownership
gr oup.

(iv) Determ ne whether there exists in the affected
area and in the enpl oyee-ownership group, the desire and
capacity to create a new production entity and to becone
conpetitive.

(2) Professional services to inplement a feasibility

study and ot her professional services to develop or insure

t he success of an enpl oyee-owned enterprise.

(d)

Repaynent . - - Loans provided for feasibility studies and

ot her professional services to enpl oyee-ownership groups to

i nvestigate a conversion [to], to convert or to inprove an

enpl oyee- owned enterprise [are subject to the follow ng

repaynent conditions:
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(1) |If the enterprise studied is purchased or inproved
by the enpl oyee group, the enpl oyee group shall repay the

entire amount of the loan,] shall be repaid with interest, in

a lunmp sumat the closing of the purchase of the conpany or
within [one year] two years after the date of the rel ease of
the loan by the departnment, whichever occurs |ater.

[(2) If the enterprise studied is not purchased by the
enpl oyee group within one year after the conpletion of the
feasibility study, the applicant shall submt a final report
concerning the feasibility of repaying the |oan.]

(e) Oher conditions.--

(1) The applicant shall provide evidence that there is a
prospect for recovery and future job growth or job retention
in applications under subsection (b)(1) or a substanti al
prospect of job growmh or job retention in applications under
subsections (b)(2) and (3).

(2) Maxinmum State participation is [50%4 90% of the
total cost of the technical assistance [and the maxi num | oan

size is $100,000] or $100,000 in |oan and grants conbi ned,

whi chever is | ess.

Section 5. Financial assistance.

(a) Authorization to advance funds.--The departnent is
aut hori zed to advance funds to | ocal adm nistrative agencies for
t he purpose of providing | oans and | oan guarantees to enpl oyee-
owned enterprises reorgani zing industrial, manufacturing and
agricultural enterprises as defined in section 3 of the act of
May 17, 1956 (1955 P.L.1609, No.537), known as the Pennsyl vani a
I ndustrial Devel opnment Authority Act, for the devel opnent of
enpl oyee- owned enterpri ses.

(b) Eligibility.--Eligibility for this assistance shall be
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l[imted to enpl oyee- ownershi p groups reorgani zi ng an exi sting
enterprise which is facing a threat of substantial |ayoffs or a
pl ant cl osing, where adequate private financing is not

avai |l abl e. For purposes of this subsection "existing enterprise"”
shal | include an ongoi ng concern, the assets of an existing
conpany or the assets of a conpany which has been closed for no
nore than [one year] two years as of the date of conpletion of a
feasibility study.

(c) Uses.--Eligible project costs shall include | and and
bui | di ngs, nmachi nery and equi prent and wor ki ng capital secured
by accounts receivable and inventory.

(d) Debt instrunents.--The financial subsidy provided shoul d
be the m ni mum necessary to accommodate the borrower's financial
needs. Debt instruments shall include either or both of the
fol | ow ng:

(1) Loans, including deferred interest and princi pal
paynents.
(2) Loan guarantees.

(e) Security.--Funds | oaned shall be secured by lien
positions on collateral at the highest |level of priority which
can accommodate the borrower's ability to raise sufficient debt
and equity capital. Wien the obligation of a firmis guaranteed,
the financial institution holding the obligation shall be
required to adequately secure the obligation.

(f) Loan limts.--The maxi mum | oan or guarantee is
$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 | oan value. The termof the | oan shall be the shortest
consistent with the needs of the firm but no | onger than 20

years. The interest rate on loans will be [at or above the
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interest rate on the bonds issued to fund this act] detern ned

by the departnent.

(g) Equity requirement.--A significant equity investnent by
t he enpl oyee-ownership group equal to at |east 10% of the
proj ect cost and including substantial participation by at |east
group is required to qualify for the | oan or guarantee.

(h) Feasibility study.--Assistance shall not be approved
wi thout a feasibility study denonstrating a substantial prospect
for job retention or future job growth and a busi ness pl an
including steps to facilitate |abor-mnagenent cooperati on.
CGeneral adherence to the plan is required to receive funding.

Section 2. Section 10 of the act is repeal ed.

Section 3. This act shall take effect imediately.
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