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No. 1986-101

AN ACT

HB 792

Amendingtheactof July2, 1984 (P.L.555,No.111),entitled“An actcreatinga
small businessincubatorprogram;providing for loansandloanguaranteesto
small businessincubators;specifyingthe conditionsof andrequirementsfor
grantsand loans; providing for seedgrants; and making appropriations,”
furtherproviding for grants,loansandloanguarantees;andremovingprovi-
sionsrelatingtoguidelinesandregulations.

The General Assembly of the Commonwealthof Pennsylvaniahereby
enactsasfollows:

Section 1. The title, the definition of “tenant” in section 2 and sec-
tions 4, 5 and7(1)of theactof July2, 1984(P.L.555,No.111),knownasthe
Small BusinessIncubatorsAct, areamendedandsection2 is amendedby
addinga definitiontoread:

AN ACT

Creatinga small businessincubatorprogram;providing for grants, loans
andloan guaranteesto small businessincubators;specifyingthe condi-
tionsof andrequirementsfor grantsand loans;providing for seedgrants;
andmakingappropriations.

Section2. Definitions.
The following words and phraseswhenused in this act shall have the

meaningsgiven to them in this sectionunlessthe context clearly indicates
otherwise:

“Anchor tenant.” A tenant other than a retailer, provided that the
tenanthasanincubatorleaseofmorethantwoyears.

“Tenant.” A sole proprietorship,businesspartnershipor corporation
operatingabusinessforprofit or, if permittedbythisact,notforprofit, and
leasingor otherwiseoccupyingspacein anincubator.
Section4. Incubatorgrants, loansandloanguarantees.

(a) Application.—A local sponsormay submit an application to the
boardto obtainagrant, loan or loanguaranteeto establishan incubator.
Eachapplicationshall:

(1) Demonstratethata facility existsthatcanbe transformedinto an
incubatorat a specifiedcost.

(2) Demonstratetheability to directly provideor arrangefor the pro-
visionof businessdevelopmentservicesfor tenantsof the incubator.These
servicesshallinclude,butnotbelimitedto, financialconsultingassistance,
managementandmarketingassistanceandphysicalservices.

(3) Demonstratea potentialfor sustaineduseof theincubatorfacility
by eligible tenants,througha marketstudyor othermeans.



1194 Act 1986-101 LAWS OF PENNSYLVANIA

(4) Demonstratetheability to manageandoperatethe incubatorfacil-
ity inaccordancewith section5.

(5) Includeotherinformationastheboardmayrequirethroughguide-
lines.
(b) Reviewof application.—Theboardshall review andacceptapplica-

tionsbasedon thefollowing criteria:
(1) Ability of the local sponsor to carry out the provisions of

section5.
(2) Economicimpactof theincubatoron thecommunity.
(3) Conformancewith areawide and local economic development

plansif suchexist.
(4) Location of theincubator,in orderto encouragegeographicdistri-

butionof incubatorsacrosstheState.
(5) Such other criteria as may be establishedby the board through

guidelines.
(c) [Loan] Grant andloan conditions.—

(1) [Loansl Grants and loans awardedor guaranteedshall be used
only for the acquisitionandleasing of landand existingbuildings, the
rehabilitationof buildingsor other facilities andthe purchaseof equip-
ment andfurnishings,whicharenecessaryfor thecreationandoperation
of theincubator.

(2) [Loansl Grants, loansandloanguaranteesmaynot exceed50% of
total eligible project costs,or $650,000,whichever is less. Themaximum
grant amount awardedin anyprojectmay not exceed$240,000.Grants
shall beprovidedonly to projectslocatedin municipalitiesdesignatedas
distressedunder the actof July 2, 1984 (P.L.520,No.105),known as the
BusinessInfrastructureDevelopmentAct.

(3) Fundsloanedshallbesecuredby lien positionson collateralatthe
highestlevel of priority whichcanaccommodatetheborrower’sability to
raise sufficient debt and equitycapital. When the obligationof a local
sponsoris guaranteed,thefinancialinstitutionholdingtheobligationshall
berequiredtoadequatelysecuretheobligation.

(4) [Loansl Grants, loans and loan guaranteesfor an incubator in
which the facility is currently leasedshall only be madeif the applicant
intendsto buy the facility. Theseloans shall be securedby aleasehold
mortgage.

(5) Paymentof interestandprincipal on loansmaybe deferredat the
discretionof theboard.

(6) Intereston all loansshallbe [no lessthan the interest paid on the
bondsissuedpursuanttotheactof July 2, 1984(P.L.512,No.104),known
asthe PennsylvaniaEconomicRevitalization Acti determinedbythesecre-
tary andpublishedasanoticein thePennsylvaniaBulletin andshallnot be
requiredtobeequalthroughoutthis Commonwealth.

(7) Fundsmaybelent foramaximumof tenyearsor theuseful life of
theproperty,asestablishedby theUnited StatesDepartmentof Treasury,
whicheverisgreater.
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Section5. Responsibilitiesof local sponsors.
A local sponsor,or theorganizationreceivingassistancethroughthelocal

sponsor,shall havethe following responsibilitiesandduties in establishing
andoperatinganincubatorwith assistancefrom thisprogram:

(1) Securetitle on thefacility or aleasewith theintentto securetitle to
thefacility.

(2) Managethephysicaldevelopmentof theincubatorfacility, includ-
ing theprovisionof commonconferenceor meetingspace.

(3) Furnishandequip the facility to provide businessservicesto the
tenants.

(4) Marketthefacility andsecureeligible tenants.
(5) Provide financial consulting,marketingand managementassis-

tanceservicesor arrangefor the provisionof theseservicesfor tenantsof
theincubator,including assistancein accessingprivatefinancialmarkets.

(6) Setrentalandservicefees.
(7) Encouragethe sharingof ideasbetweentenantsandotherwiseaid

thetenantsin aninnovativemannerwhiletheyarewithin theincubator.
(8) Establishpoliciesandcriteria for theacceptanceof tenantsinto the

incubator [and for the termination of occupancyof tenants soasto maxi-
mizethe opportunity to succeedfor the greatestnumber of tenants,consis-
tent with the other criteria specifiedin this acti. Retail enterprises,not-for-
profit enterprises(exceptnot-for-profit enterprisesengagedin research
anddevelopment),wholesaleenterprisesandpersonalserviceenterprises
arenot permittedastenantsin incubatorsfundedthroughthisact. Up to
20% oftheusefulsquarefootageofsuchafacility shallbeoccupiedbyan
anchortenantwhodoesnotmeettheseeligibility requirementa.

(9) Establisha local advisorycommitteeto assistin the performance
ofthesefunctions.

Section7. Generalpowersanddutiesof theboard.
Theboardshall:

(1) Adopt such rules, statementsof policy, procedures,forms and
guidelinesas maybe necessaryfor the implementationof thisact, includ-
ing theencouragementofincubatorsin economicallydistressedareassuch
as State or federally designatedenterprisezones,municipalitieswhich
meetcriteria/ordistressasidentifiedin section 6oftheactofJuly2, 1984
(P.L.520, No.105), known as the BusinessInfrastructureDevelopment
Act, and urban renewalareasdesignatedin conformitywith the act of
May 24, 1945 (P.L.991, No.385),known tzy the Urban Redevelopment
Law: Provided, That it is not theintent ofthisact to limit the establish-
mentofincubatorsto sucheconomicallydistressedareas.

Section2. Section 10 of theactis repealed.
Section 3. The provisionsof this amendatoryactshall beretroactiveto

April 1, 1986,andshall applyto all applicationsapprovedon or after April
1, 1986.
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Section4. Thisactshalltakeeffect immediately.

APPROVED—The9th dayof July, A. D. 1986.

DICK THORNBURGH


