PRI OR PRI NTER S NO. 2005 PRINTER S NO. 2030

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 14606 *%a”

| NTRODUCED BY SHAFFER, SI NGEL, SALVATORE, JUBELI RER, FI SHER
PETERSON, REI BVAN, PECORA, STOQUT, HELFRI CK, MOORE, CORNMAN
KRATZER, LEMMOND, WLT, RHOADES, O PAKE, STAUFFER, RGCSS,
SHUVAKER, MADI GAN, LCEPER, ZEMPRELLI, SCANLON, ROMANELLI
LI NCOLN, BRI GHTBI LL, HANKI NS, BODACK, MJSTO AND ANDREZESKI
APRI L 10, 1986

SENATOR SHAFFER, COVMUNI TY AND ECONOM C DEVELOPMENT, AS AMENDED
APRI L 15, 1986

AN ACT

1 Anending the act of July 2, 1984 (P.L.545, No.109), entitled "An
2 act establishing a | oan program for capital devel opnment

3 projects; providing for the use of funds made avail abl e under
4 t he Appal achi an Regi onal Devel opnent Act of 1965 and the

5 Publ i c Wrks and Econom c¢ Devel opnent Act of 1965; providing

6 for | oans, |oan guarantees and ot her prograns for capital

7 devel opnent projects of small businesses; creating the

8 Capi tal Loan Fund; providing standards for and requirenents

9 of the program and meki ng appropriations,” providing for

10 export assistance | oans; and renoving provisions relating to
11 gui del i nes.

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

13 hereby enacts as foll ows:

14 Section 1. Section 2 of the act of July 2, 1984 (P.L.545,
15 No.109), known as the Capital Loan Fund Act, anmended Decenber
16 20, 1985 (P.L.364, No.104), is anmended to read:

17 Section 2. Definitions.

18 The foll ow ng words and phrases when used in this act shal
19 have the neanings given to themin this section unless the

20 context clearly indicates otherw se:
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" Appal achi an Regi onal Commi ssion.” The Appal achi an Regi onal
Conmmi ssi on created and established by the Appal achi an Regi onal
Devel opnent Act.

" Appal achi an Regi onal Devel opnment Act." The Appal achi an
Regi onal Devel oprment Act of 1965 (40 U.S.C. App. 8 1 et seq.),
as anended.

"Apparel industry loans.” Loans nmade under the provisions of
this act to nmanufacturers of apparel products.

"Apparel products.” Products manufactured, woven, cut, sewn
or otherwise simlarly processed by nechanical or human effort
fromfabrics, |eather or cloth made for use as clothing, shoes
or other attire.

"Area | oan organi zation" or "organization.” A |ocal
devel opnent district of the Appal achi an Regi onal Conm ssion, an
i ndustrial devel opnent corporation organi zed and exi sting under
the act of May 17, 1956 (1955 P.L.1609, No.537), known as the
Pennsyl vani a I ndustrial Devel opnent Authority Act, or any other
nonprofit econom c devel opnent organi zation certified or
designated by the secretary as possessing an acceptabl e | oan
review conmttee, professional staff support and such other
qual i fications necessary to evaluate and adm ni ster | oans nade
under the provisions of this act.

"Board." The Apparel Industry Loan Board.

"Capital devel opnent project” or "project." Land, buildings,
equi pnent and nachi nery and working capital which is acquired,
constructed, renovated or used by a small business enterprise as
part of a for-profit project or venture not of a nercantile or
services-rel ated nature, except that small business enterprises
shall include international export-related services and

i nternational export-related nercantile ventures or advanced
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t echnol ogy and conputer-rel ated services and nercantile ventures
which will increase Pennsylvania's national or international
mar ket shares.

"Class | loans." Loans made under the provisions of this
act, utilizing funds nmade avail able to the departnent under the
Appal achi an Regi onal Devel opnent Act of 1965 (40 U . S.C. § 302).

"Class Il loans."” Loans nade under the provisions of this
act, utilizing funds nmade available to the departnent under the
Public Wrks and Econom c Devel opnent Act of 1965 (42 U. S.C. 8§
3121 et seq.).

"Class Ill loans.”" Al |oans made under the provisions of
this act other than Class |, Cass Il [or], apparel industry

| oans or export assistance | oans.

"Departnment.” The Departnent of Commerce.

"Export assistance |oans." Loans nade under the provisi ons

of this act to snmall business enterprises for the financi ng of

export devel opment projects.

"Export Devel opnent Project."” Land, buil di ngs, nmachinery,

equi pnent or working capital for the nmanufacture of products to

be exported out of the United States by a snall busi ness

enterprise as part of a for-profit project or venture not of a

mercantile or services-rel ated nature.

"Fund." The Capital Loan Fund created and established by
this act.

"Public Wrks and Econom c Devel opnent Act." The Public
Wor ks and Economi ¢ Devel opnent Act of 1965 (42 U.S.C. § 3121 et
seq.), as anmended.

"Secretary." The Secretary of Commerce.

"Smal | business enterprise.” A for-profit corporation,

partnership or proprietorship which is small enough to be aided
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1 by assistance provided under this act, including small business
2 enterprises located in small business incubator facilities.

3 "Wbrking capital." Capital used by a small business

4 enterprise for operations, excluding fixed assets and producti on
5 nmachinery and equi pnent.

6 Section 2. Section 4 of the act is anmended by adding a

7 subsection to read:

8 Section 4. Eligibility for Ioans; terns and conditions.

9 * %

10 (e) Export assistance |oans.--

11 (1) The secretary nmay nmake advances fromthe fund,

12 subject to terns, conditions and restrictions provided under
13 this act, to area | oan organi zations for the purpose of

14 maki ng _export assistance | oans: Provided, however, That no
15 | oans shall be nmade which would do any of the follow ng:

16 (i) Cause, aid or assist in, directly or indirectly,
17 the relocation of any business operations fromone part
18 of this Commbnwealth to another, unless there is at |east
19 a 15%increase in net enploynent.
20 (ii) Supplant funding that is otherw se avail able
21 expeditiously fromprivate sector sources on commercially
22 reasonabl e terns.
23 (iii) Be for the purpose of refinancing any portion
24 of the total project cost or other existing |oans or
25 debt

N

(e}
I~

<
N—

Be for the purpose of financing projects

27 | ocated outside the geographic boundaries of this

28 Commonweal t h.

29 (v) Be for the purpose of paying off an existing
30 creditor.
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(vi) Provide funds, directly or indirectly, for

paynent, distribution, or as a |loan to owners, partners

or sharehol ders of the small busi ness enterprise, except

as ordi nary conpensati on for services rendered.

(vii) Provide funds for speculation in any kind of

property, real or personal, tangi ble or intangible.

(MI1) PROVIDE FUNDS TO ANY SMALL BUSI NESS

ENTERPRI SE THAT HAS BEEN | NVOLVED | N EXPORTI NG FOR A

PERI OO OF MORE THAN TWO YEARS.

(2) To be eligible for an export assistance | oan, a

smal | busi ness enterprise nust provide the foll ow ng:

(i) A signed contract for export.

(ii) Appropriate assurances of paynent for exported

products to be provided by the contract.

(iii) Oher informati on as required by the

(3) Al loans shall be secured by lien positions on

collateral at the highest |evel of priority which can

acconmbdate the borrower's ability to raise sufficient debt

and shall be made for such a period and bear such interest as

may be determ ned by the area | oan organi zation with the

approval of the secretary. The secretary nmay defer interest

and princi pal paynents at his discretion.

(4) Loans may be made in an anpunt not exceedi ng 50% of

the total project cost, or $200,000, whichever is |ess.

(5) Export assistance | oan recipients are not

disqualified fromreceiving ass |, Il, IIl or apparel | oans

because of eligibility to apply for an export assi stance

| oan: Provi ded, however, That the | oans approved shall not

exceed in the aggreqgate 50% of the total project cost or
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$200, 000, whi chever is | ess.

Section 3. Section 5(c) of the act is anended to read:

Section 5. Application and adm ni strati on.

* *

(c)

*

Class IlIl and export assi stance | oans. --

(1) The secretary may designate an area | oan

organi zation to receive | oan applications fromsmall business

enterprises and adm nister |oan portfolios in each area of

t he Comonweal th. Applications shall be nmade to the area | oan

organi zation in the formand manner as the secretary and the

organi zati on may require.

(2) Upon receipt of the application, the area | oan

organi zation shall investigate and review the application and

ei t her approve or disapprove the | oan application by proper

action of the governing body of the organization. The

deci sion action of the organization shall be based, in whole

or in part, upon the following criteria:

(1) Ability of applicant to neet and satisfy al
debt service as it becones due and payabl e.

(1i) Sufficiency of available collateral, including
satisfactory lien positions on real and personal
property.

(i1i1) Relevant crimnal and credit history and
ratings of applicant as determined fromoutside credit
reporting services and ot her sources.

(iv) Nunber of net new enpl oynment opportunities

created by the proposed project. This criterion shall not

apply to export assistance | oans.

(v) Eligibility of applicant as a small business

enterpri se.
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(vi) Capital needs of the small business enterprise.
(vii) Wether the snall business enterprise wll
enhance this Commobnweal th's national and international
mar ket shar es.
(viii) Conformty or nonconformty of the project,
in all respects, to the provisions of this act.
(3) Upon approval of the | oan application by the area
| oan organi zation, the organization shall forward the
application and all supporting docunentation which the
secretary shall require, including a copy of the proper
resol ution of the governing body, to the secretary for review
and final approval or disapproval. The secretary shall review
each application and supporting docunentation to ensure the
fol | ow ng:
(1) Eligibility of the business enterprise and the
project for which | oan proceeds will be used.
(i1i) Creation of a satisfactory nunber of new net
enpl oyment opportunities within the Conmonweal th. This

criterion shall not apply to export assi stance | oans.

(ii1) Conpliance with the |oan anmount limtations
provi ded by this act.

(iv) Proper procedural action by the area |oan
or gani zati on.

(v) Paynent to date of all tax obligations due and
owi ng to the Cormonweal th or any political subdivision
t her eof .

(vi) Conformty of all aspects of the |oan
transaction with the substantive and procedural
provi sions of this act and regul ati ons pronul gat ed

her eunder.
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Al'l decisions of the secretary regarding the approval or
di sapproval of |oans under this act, including eligibility of
busi ness enterprises and | oan projects, shall be final.

(4) The secretary shall, to the extent practicable,
notify the area | oan organi zati on and the applicant business
enterprise of his or her final approval or disapproval of the
| oan application within 30 business days after the receipt of
the application. In the case of approval of a |oan
application, the secretary shall arrange to draw the | oan
anount fromthe Capital Loan Fund and advance the sumto the
area | oan organi zati on. The advance shall be a debt
obligation of the organization to the Conmonweal th and shal
be evidenced by a note or bond issued by the organization in
an amount equal to the anmount actually advanced and secured
in a manner as the secretary shall require. Upon receipt of
t he advance, the area | oan organi zation shall nmake the
advance available to the small business enterprise in the
formof a |oan transaction, which |oan shall be evidenced by
a note executed by the small business enterprise, secured in
a manner as the organi zation and the secretary shall require
and conformin all respects to the | oan package as approved
by the organi zation and the secretary.

(5) Al loans shall be adm nistered and nonitored by the
appropriate area | oan organi zation in accordance with
policies and procedures prescribed by the secretary. Each
area | oan organi zation shall submt reports to the departnent
as the secretary shall require, but in no case |ess than
twice a year. Said report shall show the foll ow ng:

(i) Each outstanding | oan.

(ii) The date approved.
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(itii) The original principal anount.

(iv) The current principal bal ance.

(v) The interest rate.

(vi) The purpose for which the | oan was made.

(vii) An enuneration of any problens or issues which
have arisen with regard to each | oan.

(viii) A statenent regarding the progress of the
smal | business enterprise in creating its requisite
nunber of new | ong-term enpl oynent opportunities. This

itemshall not apply to export assi stance | oans.

(ix) Such other information and docunentation as the
secretary shall require.

(6) In the event that a small business enterprise shal
fail to conply with and create the nunber of new enpl oynment
opportunities specified in its approved application, the
secretary shall inpose a penalty equal to an increase in the
interest to 2%ggreater than the current prine interest rate
for the remainder of the | oan unless the penalty is waived by
the secretary because the failure is due to circunstances
outside of the control of the small business enterprise. This

penalty shall not apply to conpani es receiving only export

assi stance | oans. The penalty shall be payable in

instal |l ments which the secretary deens appropriate. |nmediate
notice of penalties and waivers of penalties (with reasons
therefor) shall be submitted by the Secretary to the Chief of
t he House of Representatives and the Secretary of the Senate.
* %k

Section 4. Sections 6 and 11 of the act, anmended Decenber

1985 (P.L.364, No.104), are anended to read:

30 Section 6. Loan guarantees; other prograns.
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1 (a) Guarantees; endorsenments and sureties.--The secretary

2 may nmake advances or provide other neans of guaranteed paynent
3 fromthe Capital Loan Fund to area | oan organi zations for the

4 purpose of guaranteeing, endorsing or acting as surety on the

5 bonds, notes, contracts, nortgages or other obligations of snal
6 business enterprises on such ternms and conditions and accordi ng
7 to such policies and procedures as the secretary may prescri be.
8 Such guarantees, endorsenents or sureties nmay be provided only
9 for those snmall business enterprises and manufacturers of

10 apparel products and in connection with those capital

11 devel opnent projects which conformin all respects to the

12 provisions of section 4(c) or (d), or for export devel opnent

13 projects which conformin all respects to the provisions of

14 section 4(e). Further, area |oan organi zations and the secretary
15 shall, in review ng applications for guarantees, endorsenents or
16 sureties, base their respective decisions regardi ng approval or
17 di sapproval upon the findings and determ nations required under
18 section 5(c), except for applications for guarantees,

19 endorsenents or sureties for export devel opnent projects which
20 shall be exenpt fromthe requirenments of section 5(c)(3)(ii).
21 (b) Gants for |oan reserve funds or reinbursing |oan
22 losses.--The secretary nmay provide grants and ot her financi al
23 assistance to area | oan organi zations for the purpose of
24 establishing |oan reserve funds or reinbursing | oan | osses to
25 conmmrercial banks and other financial institutions in order to
26 encourage the expansion and financing of small business
27 enterprises and manufacturers of apparel products in the
28 Comonweal th consistent with the purposes of this act.
29 Section 11. Cuidelines and regul ations.
30 [(a) GCeneral rule.--] The secretary shall adopt policies,
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procedures and gui delines and pronul gate rules and regul ati ons
necessary to carry out this act.

[(b) One-year exenption fromreview. --1n order to facilitate
t he speedy inplenmentation of this program the departnent shal
have the power and authority to pronul gate, adopt and use
gui del i nes which shall be published in the Pennsyl vani a
Bul l etin. The guidelines shall not be subject to review pursuant
to section 205 of the act of July 31, 1968 (P.L.769, No.240),
referred to as the Comonweal t h Docunents Law, sections 204(b)
and 301(10) of the act of Cctober 15, 1980 (P.L.950, No.164),
known as the Commonweal th Attorneys Act, or the act of June 25,
1982 (P.L.633, No.181), known as the Regul atory Revi ew Act, and,
except as provided in subsection (d), shall be effective for a
period not to exceed one year fromthe effective date of this
act. The departnment shall have the power and authority to
pronmul gate, adopt and use guidelines as provided herein to
i npl enent the apparel industry |oan program which guidelines
shall be effective for a period not to exceed one year unless
extended as provided in subsection (d).

(c) Expiration of exenption.--Except as provided in
subsection (d), after the expiration of the one-year period, al
gui delines shall expire and shall be replaced by regul ations
whi ch shall have been promul gat ed, adopted and published as
provi ded by | aw.

(d) Exception.--The CGeneral Assenbly may provide for an
extension of the guidelines adopted pursuant to subsection (b),
if the Leadership Conmittee created pursuant to sections 3 and 4
of the act of Decenber 22, 1981 (P.L.508, No.142), known as the
Sunset Act, extends the guidelines adopted pursuant to

subsection (b).]
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1 Section 5. This act shall take effect immediately.
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