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AN ACT

Est abl i shing the Pennsyl vani a Mortgage Guaranty Corporation;
provi di ng for appoi ntmrent of nenbers and enpl oyees;
establ i shing the Pennsyl vania Commercial and I ndustri al
Mort gage Guaranty Fund; providing for powers and duties; and
maki ng an appropri ation.
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The CGeneral Assenbly finds and declares as foll ows:

(1) There exists in many areas of this Conmmonweal t h
nei ghbor hoods whi ch are blighted, are beconing blighted or
may becone blighted because of vacant, abandoned,
deteriorated or deteriorating comrercial and industri al
bui | di ngs.

(2) There exists a deficiency of adequate nortgage
fi nanci ng needed to provide sufficient funds to finance new
or refinance existing, nortgage indebtedness in order to
undertake the necessary construction, reconstruction,
rehabilitation, repair, renovation, replacenent or other
i nprovenent of commercial and industrial properties, within
nei ghbor hoods whi ch are blighted or are beconing blighted.

(3) Uncorrected, these conditions will increase the rate
of abandonnent and destruction of such nei ghborhoods, which
inturn will erode the local tax base, depriving
muni ci palities of revenues needed to provi de essenti al
muni ci pal services and facilities.

(4) |If nortgage insurance were available for loans to
fi nance new and refinance exi sting indebtedness needed to
undert ake necessary construction, reconstruction,
rehabilitation, repair, renovation, replacenment or other
i mprovenent of commercial and industrial properties in
bli ghted areas, the conditions of blight within such
nei ghbor hoods coul d be aneliorated or avert ed.

(5) Changes in the national econony, including corporate
downsi zi ng and plant cl osures have al so resulted in underused
and abandoned industrial sites referred to as brownfields in
many areas of this Commonweal th, many of which are |located in

urban settings. These abandoned sites have further

19980H2526B3439 - 3 -



© 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

contri buted to nei ghborhood blight.

(6) Abandoned commercial and industrial properties
| ocated in blighted areas of this Comonweal th, if
decont am nated and rehabilitated, have the potential to once
agai n becone enploynent centers and serve as an economnic
devel opnent catal yst to reverse existing and past trends
whi ch resulted in the nei ghborhoods becom ng bl i ght ed.

(7) According to a recent Housing and Urban Devel oprment
publication entitled Industrial Site Reuse and Urban
Redevel opnent, "the inability to secure |oans nay stifle any
new ent erpri ses whose owners woul d consi der using abandoned
i ndustrial and commercial sites is securing credit. Wthout
access to capital, these conpanies cannot nmaintain their
conpetitiveness, expand to take advantage of new narket
opportunities, update their equipnment and facilities,
mai ntai n necessary inventories or create new jobs. Critical
funding gaps are currently the prinmary deterrent to
brownfield site facility reuse, especially for small startup
busi nesses wishing to utilize abandoned conmercial or
i ndustrial property in blighted areas.”

(8) Because of the tinme required to structure financi al
packages for commercial and industrial sites in blighted
nei ghbor hoods, i ncl uding environnmental assessnents and
detail ed appraisals, browfield sites are at a trenendous
conpetitive di sadvantage and according to the report wll
remai n undevel oped w t hout additional governnent incentives
or assi stance.

(9) As aresult, it isin the public interest to
encourage the financing of, and otherw se support, the

pl anni ng, acqui sition, devel opnent, construction,
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reconstruction, rehabilitation, repair, renovation, or other
i mprovenent of commercial and industrial properties in

bli ghted areas of this Commonweal th including brownfield
sites.

(10) The flow of private investnment capital into
bl i ghted areas for comrercial and industrial devel opnment can
be stimulated by a system wherein qualified | ending
institutions and | ocal governnents nmay be insured agai nst
| osses incurred as a result of nonpaynent of principal,
interest or other suns agreed to be paid under the terns of
any note, nortgage, bond or other evidence of indebtedness.
This includes | oans fromlocal governnents and ot her
qualified lending institutions to nonprofit organizations and
private devel opers.

(11) The provision of insurance for |oans made by
gualified lending institutions and | ocal governnents or bonds
and notes issued by qualified issuers, the issuance of
obl i gati ons backed by nortgages or the provision of other
credit enhancenents in support of the foregoing activities
wi || encourage and expand the flow of public and private
capital in support of all these activities in blighted areas.

Therefore, it is declared to be a public purpose of this
Commonweal th that, in order to pronote the economc
revitalization of nei ghborhoods which are blighted or are
becom ng blighted and to discourage further disinvestnent while
encouragi ng i ncreased i nvestnment of nortgage capital in the real
estate situated in such blighted nei ghborhoods, the Pennsyl vani a
Mort gage Guaranty Corporation should be created to insure
qualified industrial and conmercial nortgage |loans in blighted

nei ghbor hoods subject to the ternms and provisions set forth in
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this act.
Section 103. 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:

"Agency." The Pennsyl vani a Mortgage Guaranty Corporation.

"Applicant.” A person or conpany that neets the application
requi renents as established by the Pennsyl vani a Mirtgage
Guar anty Cor porati on.

"Blighted area.” A geographic area that is |acking adequate
enpl oynment opportunities, shows signs of existing physical
deterioration of buildings and structures, has unsafe and
unsanitary living conditions within dwellings, excessive |and
coverage of buildings or econom cally and socially undesirable
| and uses.

"Board." The Board of Directors of the Pennsylvania Mrtgage
Guar anty Cor porati on.

"Brownfield site.”" An underused or abandoned conmercial or
i ndustrial building or building site normally in a state of
deterioration, which my be contam nated or partially
cont am nat ed.

"Credit enhancenent.” A guarantee, including a guarantee of
obligations in any form backed by a pool of nortgages or other
form of assurance or security device issued in order to:

(1) inprove the credit of a qualified borrowing entity;
or
(2) upgrade the security or rating of a financial

obl i gation, including nortgage-backed securities,

certificates of participation and any bonds or notes issued

to finance any devel opnent activities eligible to be insured
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by this act.

"Debt obligation.” A bond, note, certificate of indebtedness
and any ot her instrument or evidence of indebtedness, including
a debt obligation issued to refund any of the foregoing.

"Econom c devel opnent. "™ A process by which governnent,

t hrough the adoption and inpl enentati on of prograns and
policies, provides incentives or inducenents to stinulate growh
in the private sector that is manifested in increased comrerci al
or industrial activity resulting in new enpl oynent

opportunities.

"Feasibility study." A study perforned by the Pennsyl vani a
Mort gage Guaranty Corporation pursuant to section 703.

"Financing."” This termincludes acquisition financing,
per manent financing, short-term bridge financing, construction
financing or refinancing of any type of | oan or project
authorized to be insured by this act.

"Financial institution.” A bank, trust company, national
bank, savings bank, Federal or State savings and | oan
associ ation, Comunity Devel opnent Financial Institution (CDFI)
certified by the Federal or State governnent, Federal or State
credit union, insurance conpany, pension fund or retirenent
system of any corporation, association or any other entity which
is owmed or controlled by any one or nore of them provided the
financial institution is supervised by or responsible to any
agency of the Federal CGovernnent, the Commonweal th, any
departnment thereof or the governing body of any nunicipality or
any other entity approved by the Pennsylvani a Mirtgage Guaranty
Corporation or any one or nore of themwhen lawfully acting as a
trustee or otherwise, in a fiduciary capacity.

"Fund." The Pennsyl vani a Mortgage Guaranty Fund created and
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established by this act to guarantee comrercial and industrial
nortgages in blighted areas.

"Quaranty fund reserve requirenent.” The anount of assets,
or their equivalent, of the Pennsylvania Mrtgage Guaranty Fund
determ ned by the agency as necessary to maintain the clains
paying ability of the Pennsylvania Mrtgate Guaranty Fund. For
pur poses of the definition, an asset equival ent may include, but
is not limted to, a letter of credit, insurance policy,
rei nsurance treaty or policy, surety, guarantee or other
security arrangemnent.

"Quaranty." An undertaking or promse that is collateral to
the primary or principal obligation and that binds the guarantor
to performance in event of nonperfornmance by the principal
obl i gor.

"Hol der." Wen used in reference to a debt obligation
i nsured by the Pennsylvania Mortgage Guaranty Corporation, neans
any person who shall be the owner of any outstandi ng debt
obligation insured by the Pennsyl vani a Mirtgage CGuaranty
Cor por at i on.

"Local Government." Any nunicipality or county, and any
housi ng or redevel opnent authority in this Comobnwealth.

"Mortgage.” An interest in land created by a witten
i nstrument providing security for the paynent of a debt,

i ncludi ng | easehol d nortgages, deeds of trust, security
agreenents, pledges or any other security arrangenents securing
a | oan.

"bligee." A qualified lending institution under a qualified
obligation and its successors and assi gns approved by the
agency.

"Qbligor."™ The original borrower under a qualified
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obligation and its successor and assi gn approved by the agency.

"Operating expenses.” Al costs of adm nistering the agency,
including, but not limted to, salaries and wages, expenses of
adm ni stering staff functions, fees of consultants, |egal fees,
costs incurred for servicing insured nortgage |oans, noney
managenent, office rents, utility charges, cost of supplies,
furni shings, equipnent, machi nery and apparatus, naintenance and
repair of property and ot her expenses incurred in connection
t herew t h.

"Person.” An individual, |ocal governnent, partnershinp,
corporation or joint venture.

"Program " The Mortgage Guarantee Program established by
this act.

"Rehabilitation.” Repairs, alterations or inprovenents to
commercial or industrial property located in a blighted area.

"Rehabilitation loan.” A |oan extended by a financi al
institution which may include the refinancing of existing
i ndebt edness, if any, secured by one or nore nortgages on
commercial or industrial property located in a blighted area
which is to be rehabilitated.

"Revenues." All rates, rents, fees, charges, surcharges,
noney, profits, earnings, paynents or principal of or interest
on nunicipal securities and other investnents, gifts,
governmental and other grants, contributions, appropriations and
all other incone derived or to be derived by the Pennsyl vani a
Mort gage Guaranty Corporation in connection with any project for
whi ch nortgage i nsurance has been provi ded by the Pennsyl vani a
Mort gage Guar anty Corporati on.

"Qualified lending institution.”™ A bank, trust conpany,

nati onal bank, savings bank, Federal or State savings and | oan
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associ ation, Comunity Devel opnent Financial Institution (CDFI)
certified by the Federal or State Governnent, Federal or State
credit union, insurance conpany, private or public pension fund,
phil ant hropic institution, conmunity devel opment fi nanci al
institution or any other entity approved by the agency. All
qualified lending institutions nmust submt information,
sufficient in detail to denonstrate the capacity to performthe
functions and services itself, or through contractual
arrangenents with third parties, necessary to adequately conply
with the requirenents contained in the guarantee docunents.
Information to be submtted nust include a current audited
financial statenment, a description detailing the institution's
experience in originating and servicing |oans and a listing and
the qualifications of key personnel within the institution's
operation. If the qualified lending institution plans on
contracting with third parties for the servicing of the
qualified obligation, then this information nmust be provided
with respect to the party to provide those services.

"Qualified obligation.”™ An obligation or |oan which is nade
or purchased by a qualified lending institution, deenmed suitable
for guarantee by the agency and secured by a conmercial or
i ndustrial property or a nortgage of a | ease thereof.

CHAPTER 3
PENNSYLVANI A MORTGAGE GUARANTY CORPORATI ON
Section 301. Establishnent.

(a) GCeneral rule.--There is hereby established in the State
Treasury, an independent board politic and corporate, to be
known as the Pennsylvania Mortgage Guaranty Corporation. The
agency shall constitute an instrunmentality of the Comonwealth,

and the exercise by the agency thereof of the powers conferred
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by this act shall be deened and held to be a public and
essential governnental function.

(b) Purpose.--The purpose of the agency shall be to pronote,
encourage and provi de nortgage i nsurance to participating
| enders and | ocal governnents in their efforts to pronote,
encourage and finance the construction, reconstruction,
rehabilitation, repair, renovation, replacenment or other
i mprovenent of commercial and industrial properties in blighted
areas of this Commonweal t h.

(c) Board of directors.--The agency shall be directed by a
ni ne nenber board of directors. The board shall be conposed of
the State Treasurer, the Secretary of Banking, the Secretary of
Community and Econom c Devel opment and three persons appoi nted
by the Governor at the reconmendation of the President pro
tenpore of the Senate and three persons appointed by the
Governor at the recommendati on of the Speaker of the House of
Representatives. Wth the exception of the State Treasurer, the
Secretary of Banking and the Secretary of Community and Econom c
Devel opnent, no nore than two of each group of three directors
shall be fromthe sanme political party and shall serve two-year
terms. O the six directors appointed by the Governor, two shall
have experience in banking generally; two shall have experience
i n nortgage banking specifically; and two shall be economc
devel opnent professionals. Each appointed director shall serve
until a successor has been appointed and qualified. A director
may be reappointed. A vacancy shall be filled in the sanme manner
as the original appointnent but for the renmai nder of the
unexpired termonly.

(d) Renoval for cause.--Each appointed director may be

removed fromthe board by the Governor for cause, after a public

19980H2526B3439 - 11 -
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heari ng, and may be suspended by the Governor pending the
conpl etion of the hearing. Each appointed director, before
begi nni ng duties on the board, shall take and subscri be an oath
to performthe duties of this office faithfully, inpartially and
justly to the best of that person's ability. A record of oaths
shall be filed with the Secretary of the Conmonweal t h.

(e) Chairman.--The Governor shall designate one of the
appoi nted nenbers to be the chairman and chi ef executive officer
of the corporation, and the directors shall elect biennially a
vi ce chairman from anong the appointed directors. The chairnan
shall serve at the pleasure of the Governor and until a
successor shall be designated. The directors shall elect a
secretary and the sanme person may be elected to serve as both
secretary and treasurer. The power of the corporation shall be
vested in the directors in office fromtime to tinme and five
directors shall constitute a quorum at any neeting. Action may
be taken and notions and resol uti ons adopted by the agency by
the affirmative vote of at |east five directors, except an
affirmative vote of at |east seven directors shall be necessary
for an action to approve and make or establish the terns and
conditions of a nortgage guarantee or credit enhancenent for an
applicant. No vacancy on the board of directors shall inpair the
right of a quorumto exercise the powers and performthe duties
of the agency.

(f) Performance bond.--Each director and the treasurer of
t he agency shall execute a bond to be conditioned upon the
faithful performance of the duties of the directors or treasurer
in a formand amount as nmay be prescribed by the State
Treasurer. Bonds shall be filed in the office of the Secretary

of the Commpbnwealth. At all times thereafter, the directors and
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treasurer shall maintain the bonds in full effect. Al costs of
t he bonds shall be borne by the agency.

(g) Conpensation.--The agency shall reinburse the directors
for actual and necessary expenses incurred in the performance of
their duties.

(h) Designated substitute.--The State Treasurer, the
Secretary of Banking and the Secretary of Community and Econom c
Devel opnent may designate an officer of their respective
departnments to represent themat neetings of the agency. Each
designee may lawfully vote and otherwi se act on behal f of the
director for whomthat designee serves. The designation shall be
in witing delivered to the agency and shall continue in effect
until revoked or anended in witing.

(i) Dissolution of agency.--The agency nay be di ssol ved by
law if it has no debts or obligations or guarantees outstanding
or if provision has been nade for paying or retiring all debts,
obl i gati ons and guarantees. Upon a dissolution of the agency,
all of its property, funds and assets shall be vested in the
Commonweal t h.

(j) Mnutes of neetings.--A true copy of the m nutes of
every neeting of the agency shall be delivered by and under the
certification of the secretary of the board of directors to the
Governor and the presiding officers of the Senate and the House
of Representati ves.

Section 302. Mrtgage insurance fund.

There is established in the State Treasury a speci al
nonl apsi ng fund to be known as the Pennsylvania Commercial and
I ndustrial Mrtgage Guaranty Fund. The fund shall consist of:

(1) Al fees and charges paid to the agency.

(2) Proceeds of any State loan to the extent provided by

19980H2526B3439 - 13 -
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the General Assenbly or any agency or authority authorized to
i ssue bonds therefore.
(3) Any noneys nade available to the agency for the

pur poses set forth in this act fromany public or private

sour ce.

(4) Al noneys appropriated by the General Assenbly to

t he agency for the purposes of carrying out the provisions of

this act.

Unl ess otherw se required by |law, the earnings on the noney in
the fund may be applied for any | awful purpose of the agency.
Section 303. Disposition of funds.

(a) Investnents.--The State Treasurer shall deposit al
noneys of the fund in such financial institutions as the State
Treasurer deens proper and shall be accounted for by the Auditor
General . These funds shall be invested and reinvested in the
same manner as other State funds.

(b) Premuns and fee inconme.--All premumand fee incone
shall be credited to the fund for the operation of the fund and
the provision of additional insurance, guarantees and credit
enhancenent s.

(c) Insurance credit reserve.--Any noneys in the fund which
by agreenent, contract, secretarial termnation or regul ation
have been created as an identifiable insurance credit reserve
may only be used in conformance with the terns and conditions
creating such reserve.

(d) Transfers to reserve.--Qperational funds, earnings not
yet allocated to a particular reserve, State appropriated funds,
State general obligation bond proceeds or other funds received
and not identified to a particular reserve may, at the

di scretion of the board, be transferred to any reserve.
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(e) Limtation.--Insurance, guarantees, or other credit
enhancenents provided pursuant to this act shall not pledge the
faith, credit, or taxing power of the Commobnweal th or the agency
and shall be payable only to the extent of the reserve or other
identified funds that back the insurance, guarantee or
enhancenent .

Section 304. Agency reserves, funds and accounts.

The agency may establish any reserves, funds or accounts as
it may determ ne necessary or desirable to further the purposes
of the agency or to conply with the provisions of any agreenent
made by or any resolution of the agency.

Section 305. Managenent of fund.

(a) GCeneral rule.--The agency shall manage and supervise the
fund.

(b) Use of fund noneys.--Mneys in the fund shall be used:

(1) To insure | oans accepted by the agency under this
act .

(2) To insure | ocal governnent bonds or notes issued to
finance any project that is eligible for insurance under this
act .

(3) To guarantee any securities, evidences of
i ndebt edness or other fornms of obligation backed by
nor t gages.

(4) To provide other fornms of credit enhancenent
aut hori zed by this act.

(c) Premuns and fees.--The agency shall establish prem uns
and fees for insurance of |oans, bonds, notes and other fornms of
credit enhancenment offered under this act, in an anount
calculated to cover admnistrative costs as well as antici pated

paynents due to defaults on | oans, bonds or notes causing
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insured | osses to the | enders, bondhol ders or notehol ders or
| osses or other liabilities incurred in connection with any
credit enhancenent provi ded by the agency.

Section 306. Fees and rates.

For the issuance of a conmercial or industrial nortgage
guarantee, the agency may charge fees and rates as established
in the applicable feasibility study to all applicants. A fee
based on a percentage of the total proposed qualified nortgage
anount shall be paid by the qualified lending institution at the
time a coormercial or industrial loan is submtted to the agency
for consideration of a guarantee. A fee based on a percentage of
the total qualified nortgage anount shall be paid by the
qualified lending institution at the tine a commtnent to
guarantee is issued by the agency.

Section 307. Fund paynents.

(1) GCeneral rule.--The fund shall be maintained for the
benefit of the qualified |ending institutions and | ocal
government s whose qualified obligations are guaranteed under
this act. Amounts in the fund shall be used in accordance
with this act to satisfy any valid claimpayable therefrom

(2) Manner of paynent.--Paynments pursuant to contracts
of guarantee and reinsurance nay be nade in a lunp sumor in
partial paynents made within such period of tinme as may be
agreed to by the agency and the qualified I ending institution
or local governnment. These paynents by the agency shall be
payabl e solely fromthe fund. The agency shall not guarantee
or issue a commtnment to guarantee a qualified obligation if
t he bal ance of the fund is |l ess than the guarantee fund
reserve requirenent.

Section 308. Audit.

19980H2526B3439 - 16 -



1 At | east once in each fiscal year the fund shall be exam ned
2 for the purposes of auditing the fund' s financial condition and
3 determ ning the soundness of its nmanagenent and operati ng

4 policies. The fund shall pay the cost of each such exam nati on.
5 Copies of each report, including the findings, conclusions and
6 recommendations, shall be furnished to the Governor, the Genera
7 Assenbly and the agency.

8 CHAPTER 5

9 ADM NI STRATI ON

10 Section 501. Powers and duties of agency.

11 Except as otherwise limted by this act, the agency may:

12 (1) Make and alter bylaws for its organi zation and

13 i nternal managenment and nmake rul es and regulations wth

14 respect to its operations.

15 (2) Adopt an official seal and alter it.

16 (3) Sue and be sued.

17 (4) Make and enter into all contracts, |eases and

18 agreenents necessary or incidental to the performance of its
19 duties and the exercise of its powers under this act and
20 consent to any nodification, amendnent or revision of any
21 contract or agreenment to which the agency is a party.
22 (5) Hire an executive director and ot her enpl oyees
23 necessary to administer this act. The board shall set the
24 conpensati on of those enpl oyees.
25 (6) Engage the services of attorneys, accountants and
26 financi al experts and such ot her advisors, consultants and
27 agents as may be necessary in its judgnent and fix their
28 conpensati on.
29 (7) Insure or guarantee upon such terns as it may
30 prescri be any nortgage or pool of nortgages offered or any
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bonds or notes issued which are eligible for insurance.

(8) Insure bridge |oans which are secured by persons
rat her than real property.

(9) Provide other forns of credit enhancenent upon such
terms as it may prescribe for qualified | enders and borrowers
who are unabl e otherwi se to obtain such enhancenent in the
private market.

(10) Extend a line of credit sufficient to cover
i nsurance and bondi ng expendi tures of approved nonprofit
cor porations engaged in econom c devel opnment projects,

i ncl udi ng housing, in blighted areas.

(11) Following a default under any obligation which is
i nsured or otherw se credit enhanced under this act, acquire,
hol d, inprove, operate pending sale or other disposition,
sell, assign, exchange, transfer, convey, |ease, nortgage or
ot herwi se di spose of or encunber real property or any
interest therein, personal property or any interest therein
or any evidence of indebtedness, including, but not limted
to, pass-through certificates, residual interests or other
securities backed by real estate or a nortgage.

(12) In connection with any property, acquired by the
agency through foreclosure, deed in |ieu of foreclosure or
ot herwi se pursuant to any ot her paynent in settlenent for a
claimfor loss; contract with private parties for services to
secure, nmaintain, operate or inprove such property in
antici pation of disposition of the property or nake a
nortgage | oan to assist in the disposition of the property.

(13) Establish a fund, independent of the Pennsyl vania
Commercial and Industrial Mrtgage Guaranty Fund, to be used

as a line of credit to guarantee the bond and i nsurance needs
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of qualified nonprofit conmunity devel opnment corporations

t hat are uninsurable at reasonable rates due to the economc

conditions of the community in which their devel opnent

projects are |l ocated, and to guarantee the insurance needs of
busi nesses that cannot obtain affordable fire and casualty

i nsurance due to the physical condition of the buildings in

t he i medi ate nei ghborhood in which is |ocated their

princi pal place of business.

Section 502. Rules.

The agency shall promul gate such rules as are necessary to
carry out the purpose of this act.
Section 503. Annual report.

The agency shall provide a witten report to the Governor and
to the General Assenbly on or before Decenber 1 of each year on
the financial status of the fund and its operations for the
precedi ng fiscal year, including, but not limted to, the types
and anount of insurance reserves, insurance issued, prem uns
charged and cl ai ns nmade.

Section 504. Board determ nations.

Any determ nation by the board relating to the eligibility of
any project, facility or undertaking for insurance or other
forms of credit enhancenent or any other action taken by the
board in its own nanme or in the nane of the Pennsylvania
Commercial and Industrial Mrtgage Guaranty Fund, under this act
shal | be conclusive of the matters determ ned therein unless
appeal ed based on new or additional information and the board
reverses its decision.

CHAPTER 7
MORTGAGE GUARANTEE PROGRAM

Section 701. Agency duti es.
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In order to inplenment the program the agency shall:

(1) Upon board approval:

(1) |Issue a commtnent to guarantee any qualified
obl i gation or aggregate of qualified obligations,
guarantee any qualified obligations or aggregate of
qual i fied nortgage | oans.

(ii) Enter into contracts, agreements or treaties of
i nsurance regardi ng any qualified obligations or
aggregate of qualified obligations.

(ti1) Provide the guarantee on terns that mnim ze
the financial risk to the fund while making the project
financially feasible.

(2) Guarantee and issue conmtnents to guarantee any
part of the paynments required on qualified obligations upon
such terns and conditions as contained in the program
docunent s.

(3) Enter into conmtnents to guarantee, contracts to
guarantee and rei nsurance contracts regarding qualified
obligations and to fulfill its obligations and enforce its
ri ghts under any guarantee so furnished.

(4) Fix a premumcharge for its guarantee of
obligations in an amount to be determined in accordance wth
the applicable feasibility study and establish and | evy such
ot her charges and fees in connection with applications for
guar ant ee, guarantee conmitnments, contracts of guarantee as
are necessary to recover authorized reinbursabl e expenses
under the act or feasibility study. The prem um charges,
ot her charges and fees shall be payable as incurred.

(5) Consent to the nodification, with respect to rate of

interest, time of paynent of any installnent of principal or
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interest, security or any other term of any obligation, the
security for any obligation, contract or agreenent of any
ki nd which the fund has guaranteed or to which the fund is a
party.
(6) Foreclose any obligation in default or commence any
action to protect or enforce any rights conferred upon the
agency and the fund, and to bid for and purchase such
property at any foreclosure or at any other sale, or
otherwi se to acquire or take possession of any such property.
(7) bhold, nmanage, administer, |ease or sell any property
conveyed to or acquired by the agency or the fund.
(8) Pay, pursue to final collection, conpronm se, waive
or release any right, title, claim l|ien or demand, however
acquired, including any equity or right of redenption.
(9) Sell, at public or private sale, any nortgage,
nortgage participation or other obligation held by the agency
or the fund.
(10) Procure insurance against any |oss in connection
with its property and other assets.
(11) Establish such other contractual provisions as are
necessary or incidental to paragraphs (1) through (10).
Section 702. Criteria for insuring | oans.

(a) GCeneral rule.--The agency nay provi de nortgage insurance
to participating | enders or |ocal governnments when the
requi renents set forth in this act have been net and the
application and approval process provided for in this act have
been satisfactorily conpl eted.

(b) General purpose for insuring |oan.--Mrtgage insurance
approved by the agency for | oans of noneys shall be for the

pur pose of devel opi ng, constructing, reconstructing, repairing,
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renovating, replacing, rehabilitating or expandi ng conmerci al
and industrial projects in blighted areas which result in or
pronote new or expanded econom c devel opnent.

(c) Application.--Any |ocal governnment or |ender which has
approved the financing of a comrercial or industrial project in
a blighted area in accordance with this act applicable to it,
may request nortgage insurance fromthe agency by filing an
application with the agency. The application shall be in such
formand in conpliance with such procedures as the agency nay
fromtime to tinme fix and prescri be.

(d) Processing of application.--The agency shall review such
application in a tinely fashion and shall determnm ne whether such
project is in accordance with Commonweal th policies and
obj ectives and with | ocal and regi onal policies and objectives
as expressed in |ocal urban renewal, conprehensive and comunity
devel opnent plans. In carrying out the duties under this
section, the agency shall work closely and consult and cooperate
with el ected and nonel ected | ocal governnment officials,
nonprofit corporations and citizens in consideration of the
needs and desires of the residents and businesses |ocated in the
area served by the local government. In addition, the agency
shall foster local participation in the planning and devel opnent
of projects for which nortgage insurance is being sought from
t he agency. After review ng the application, the agency shal
determ ne whether or not the application conforns with al
appropriate criteria and shall recommend approval or di sapproval
of the application to the board.

(e) Factors for nortgage i nsurance approval.--Prior to the
agency approvi ng nortgage insurance for any applicant, the

agency shall consider, anong others, the foll ow ng factors:

19980H2526B3439 - 22 -



1
2
3
4
5
6
-
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

(1) |If the proposed project is consistent with the needs
of the local government in which the project is or is to be
| ocated and will neet a substantial Commonweal th interest.

(2) If the project will have a significant, favorable
and positive inpact on the econom c condition of the | ocal
government and region in which the project is or is to be
| ocated and this Commonweal th as a whol e, including the
generation or retention of |ong-term enpl oynent
opportunities.

(3) If the project is likely to occur w thout the
assi stance provided by this act.

(f) Priority of nortgage insurance approval.--The agency
shall give priority to projects which provide any conbi nati on of
t he foll ow ng:

(1) Substantial enploynent or other direct benefits to
| ow-i ncome or unenpl oyed or underenpl oyed persons.

(2) Significant inprovenent to the physical condition of
nei ghbor hoods, especi ally nei ghbor hoods desi gnated as
deteriorated and blighted.

(3) Reinforcenent for other housing and econom c
devel opnent related investnents by a |ocal governnent or the
private sector.

(g) Procedures for application review--The agency shal
establish and, fromtinme to tine may alter, procedures governing
the process by which it reviews applications under this act for
nort gage i nsurance. These procedures shall include such matters
as evaluation criteria, opportunity for public conment,
standards for the ranking of projects by priority and standards
for the setting of the terns and conditions of the nortgage

i nsurance, including, but not limted to, the anobunt, duration,
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fees and interest charges, where applicable. The agency shal
not approve any nortgage insurance for any project which does
not substantially neet such criteria and standards.
Section 703. Feasibility studies.
The agency shall cause to be perfornmed a conmercial and
i ndustrial guarantee feasibility study prior to the issuance of
any | oan guarantee. Each such feasibility study shall be
accepted by the governing board of the agency prior to the
i ssuance of the guarantee pursuant thereto. This study shal
determ ne the type of eligible cormmercial or industrial
devel opnent in a blighted area for which a guarantee is required
for the investnment of private capital, the anticipated risk of
default and the | evel of fees, charges and rei nbursenent
conditions necessary to establish a financially sound comrerci al
and industrial guarantee programthat exposes the funds
deposited into the guarantee fund to a reasonabl e or acceptable
| evel of risk.
Section 704. Program docunents.
(a) GCeneral rule.--The issuance of a guarantee shall require
t he generation of the follow ng program docunents including, but
not limted to:
(1) A nmaster guarantee agreenent with the qualified
| ending institution.
(2) A conmitnment and certificate of guarantee.
(3) Any additional conditions to the conmm tnent and
certificate of guarantee.
The docunents shall be binding and shall fully describe the
responsi bilities of and renedi es available to the signing
parties. The guarantee contract or other agreenment issued by the

fund shall establish the procedures to be followed by an obligee
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or other beneficiary of the guarantee in the event of a default
under the terns of any guaranteed obligation.

(b) Actions relating to pledged collateral.--Prior to
submtting a claimfor paynent, the obligee shall pursue such
actions with respect to the pledged collateral as may be
directed by the agency from anong the foll ow ng:

(1) becomng lawfully the obligee in possession thereof;

(2) ~causing a receiver to be appointed for such
property;

(3) obtaining voluntary conveyance of their obligor's
right and title to such property; or

(4) obtaining by foreclosure, clear and unencunbered
title to such property.

These actions shall be pursued in accordance with the directions
provi ded by the agency on the advice of counsel.
Section 705. Project criteria.

In order to be eligible for a commercial or industrial |oan
guar antee i ssued by the agency, the project shall neet the
eligibility criteria provided in the applicable feasibility
study. In order for an obligation to be eligible for guarantee,
the agency nust first find that:

(1) Except as otherwise permtted by this act, the
repaynent of a qualified obligation is secured by a nortgage.

(2) The obligor is credit worthy as determ ned by
conparison to simlarly situated obligors.

(3) The obligation is in such principal anount and form
and contains such terns and provisions with respect to
property insurance, repairs, alterations, paynent of taxes
and assessnents, delinquency charges, default renedies,

additional security and other matters as the agency, with the
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advi ce of counsel, shall determ ne and are consi dered

customary in the industry.

(4) The requirenents of the act are adequately net by
the ternms of the nortgage guarantee contract or other
agr eenent s.

Section 706. Eligibility standards for nortgage insurance and
credit enhancenents.

(a) General rule.--The agency shall prescribe such
eligibility standards for insurance and other forns of credit
enhancenent to be offered as are reasonable to provide that the
i nsurance and credit enhancenents shall aid in:

(1) The financing of the construction, reconstruction,
rehabilitation, repair, renovation, replacenment or other
i mprovenent of commercial or industrial property in blighted
ar eas.

(2) The sale or other transfer of an obligation, whether
denoted as bond, note, collateralized obligation, grantor
trust, conduit or any other form of security or obligation
however denoted, backed directly or indirectly by nortgages
or paynments derived from nortgages.

(b) Lenders.--The standards under this section shall assure
that any | ender, including a | ocal governnent, benefiting from
i nsurance or other credit enhancenent provided by the agency for
a |l oan made by that | ender shall be responsible and able to
service the | oan or has made ot her arrangenents for the
servicing of the loan that are acceptable to the agency.
Section 707. Guarantee coverage.

(a) Amount.--The guarantee percentage of the outstanding
princi pal indebtedness of an obligation or any aggregate of

obl i gations authorized to be guaranteed under this act may be
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only for such percentage as mnimzes the financial risk to the
fund while making the project financially feasible.

(b) Omership of property.--An obligor shall be, or by
reason of an obligation guaranteed by the fund shall becone, the
owner or |essee of the property that secures the qualified
obligation, and shall be able to bear the usual expenses of
mai ntai ning the structure and repay the obligation.

Section 708. Contracts.

The agency shall establish contractual provisions, which may
include a right of foreclosure, to foster secure reinbursenent
of noneys paid pursuant to a guarantee in the event of a covered
default for which the qualified lending institution submts a
claimfor loss as defined in the guaranty program docunents. A
copy of the guaranty program docunents shall be avail able from
t he agency upon request.

Section 709. Reinbursabl e costs.

Al'l expenses, exclusive of agency adm nistrative costs,
incurred in the course of processing a request for a guarantee,
whet her a guarantee is ever issued, shall be paid by the
qualified lending institution or |ocal governnent.

CHAPTER 9
M SCELLANEQUS PROVI SI ONS
Section 901. Appropriation.

The sum of $50, 000, 000 is hereby appropriated to the
Pennsyl vani a Mortgage Guaranty Corporation for deposit into the
Pennsyl vani a Conmerci al and Industrial Mortgage Guaranty Fund
established and to be used to inplenment the provisions of this
act. This sumshall be repaid, without interest, to the
Commonweal th as soon as practicabl e.

Section 902. Severability.
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If any provision of this act, or the application thereof to
any person, party, corporation, public or private, shall be
judged invalid by a court of conpetent jurisdiction, such order
or judgnent shall be confined in its operation to the
controversy in which it was rendered and shall not affect or
invalidate the remai nder of any other provision of this act, or
the application of any part thereof to any other person, party,
corporation, public or private, or circunstance, and, to this
end, the provisions of this act hereby are declared to be
severable. It is hereby declared as the legislative intent that
this act woul d have been adopted had any provision decl ared
unconstitutional not been included herein.

Section 903. Construction.

This act shall be liberally construed in furtherance of the
findings and declarations set forth in section 102.

Section 904. Effective date.

This act shall take effect in 180 days.
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