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No. 2004-12

AN ACT

SB 778

Amending Title 12 (Commerce and Trade) of the PennsylvaniaConsolidated
Statutes,codifying portionsof the JobEnhancementAct; further providing for
contractrequirements,for guidelines,for administrationand for applicationand
review requirements;providing for Keystone Innovation Zones; and making
repealsrelatingtothe JobEnhancementAct.

The GeneralAssembly of the Commonwealthof Pennsylvaniahereby
enactsasfollows:

Section 1. TheGeneralAssemblyfinds anddeclaresasfollows:
(1) An economicstimulus programwhich providesdirect immediate

economicassistanceto Pennsylvaniabusinesses,industries,communities,
their instrumentalities and economic development organizations is
necessary for the preservation and creation of jobs within this
Commonwealth.

(2) By targetinggrantand loan assistanceto theseentities for job
creation and site development,the Commonwealthwill trigger needed
redevelopmentandeconomicgrowth within this Commonwealth.

(3) By targetingassistanceto thegreatestextentpossibleto previously
used sites, the Commonwealthcan foster the redevelopmentof older
communities,the reuseof industrialbrownfield sitesandtheprotectionof
openspacewhile encouragingmoreefficient andeffectiveuseof existing
environmentalinfrastructure,improving the environmentandprotecting
thegeneralpublic healthandsafety.

(4) By expandingtax-basedfinancing of economic development
projects, the Commonwealthwill assist communitiesin retaining and
recruitingemployersto this Commonwealth.

(5) By targeting grant and loan assistanceto the tourism and
agriculturesectorsof theCommonwealth’seconomy,the Commonwealth
will provideadditional financialsupportto thoseleadingCommonwealth
industrieshardhit by world eventsandeconomicinstability.

(6) By targetingcapital investmentto emergingand growth sector
business,the Commonwealthwill stimulatethe growth and increasethe
stability of businesseswithin this Commonwealth.

(7) By preparing communitieswithin this Commonwealthfor the
Federal Base Realignment and Closure (BRAC) process, the
Commonwealthwill increasethenumberof existingjobsit retainsduring
thenext roundof Federalbaserealignmentandclosures.
Section2. Title 12 of thePennsylvaniaConsolidatedStatutesis amended

by addingpartsto read:
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PART I
GENERALPROVISIONS

Chapter
1. PreliminaryProvisions
3. EconomicDevelopmentFinancingStrategy
5. Small BusinessCouncil
7. Tax-ExemptBond Allocation (Reserved)

CHAPTER 1
PRELIMINARY PROVISIONS

Sec.
101. Definitions.

§ 101. Definitions.
Subject to additional definitions containedin subsequentprovisionsof

this title which areapplicableto specificprovisionsof this title, thefollowing
wordsandphraseswhenusedin this title shall havethe meaningsgivento
themin this sectionunlessthecontextclearly indicatesotherwise:

“Department.” The Department of Community and Economic
Developmentof theCommonwealth.

“Secretary.” The Secretaryof CommunityandEconomicDevelopment.

CHAPTER3
ECONOMICDEVELOPMENTFINANCING STRATEGY

Sec.
301. Scope.
302. Definitions.
303. Development.
304. Oversight.

§ 301. Scope.
This chapter relates to the development of an annual economic

developmentfinancingstrategy.
§ 302. Definitions.

The following words andphraseswhenusedin this chaptershallhavethe
meaningsgiven to themin this section unless the contextclearly indicates
otherwise:

“Economicdevelopmentprogram.” A programwhich is administeredby
the department, including programs administered or staffed by the
department, and which provides financial assistance for economic
developmentto persons.Thetermincludesall of the following:

(1) Any program created under Part III (relating to economic
developmentprograms).

(2) Any program of an entity createdunderPart IV (relating to
economicdevelopmentfinancing).
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(3) ThePennsylvaniaIndustrial DevelopmentAuthority.
(4) ThePennsylvaniaMinority BusinessDevelopmentAuthority.
(5) TheInfrastructureDevelopmentProgram.
(6) The IndustrialSitesReuseProgram.
(7) The tax creditprogramsestablishedin ArticlesXVII-B andXVIII-

B of the act of March 4, 1971 (P.L.6, No.2), known as the Tax Reform
Codeof 1971.

§ 303. Development.
The departmentshall annually develop a report containing a financing

strategy for economic development within this Commonwealth. In
developing the report, the department shall gather input and
recommendationsfrom businesses,community leaders and organizations,
legislatorsandprivatecitizens.Thereportshallincludeall of the following:

(1) A financial audit or statementof operationsfor eacheconomic
developmentprogram.

(2) A narrativedescription of accomplishmentsfor eacheconomic
developmentprogramduring theprecedingfiscal year.

(3) A detailed description of the parametersof operation for the
economicdevelopmentprogramsduring the upcomingfiscal year. The
description shall include the terms and conditions under which the
economicdevelopmentprogramsshallbe administered.

(4) A descriptionof theperformancemeasurementsandaccountability
factorsto be appliedand the performancetargetsor goals to be met for
eacheconomicdevelopmentprogram.

(5) A description of long-range planning for the economic
developmentprogramsthroughthenext five fiscalyears.

(6) A list of the loans,grantsor credits approvedfor the economic
developmentprogramsduring thefiscalyear.Thelist shallincludea brief
descriptionof and details regardingeachloan, grantor credit approved,
includingpenaltiesimposedby thedepartment.

(7) A reviewof pendingprojects.
§ 304. Oversight.

Concurrentwith the submissionof theGovernor’sannualbudgetmessage,
the departmentshall submit the reportrequiredby this chapterto all of the
following:

(1) The Secretaryof the Senate.
(2) Thechairpersonof theAppropriationsCommitteeof theSenate.
(3) The ChiefClerk of theHouseof Representatives.
(4) The chairpersonof the AppropriationsCommitteeof the Houseof

Representatives.

CHAPTER5
SMALL BUSINESSCOUNCIL
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Sec.
501. Scope.
502. Definitions.
503. SmallBusinessCouncil.
504. Regulatoryreview.

§ 501. Scope.
This chapterrelatesto theSmallBusinessCouncil.

§ 502. Definitions.
The following wordsandphraseswhenusedin this chaptershallhavethe

meaningsgiven to themin this sectionunless the contextclearly indicates
otherwise:

“Council.” The Small BusinessCouncil establishedunder section503
(relatingto Small BusinessCouncil).

“Executive agency.” The Governor and the departments, boards,
commissions, authorities and other officers and agencies of the
Commonwealth.The term does not include any court or other officer or
agencyof the unifiedjudicial system,theGeneralAssemblyand its officers
andagenciesor anyindependentagencyor State-affiliatedenti-ty.

“Small business.”A personthatemploysfewerthan100 employees.
§ 503. SmallBusinessCouncil.

(a) Establishment.—Thereis establishedwithin thedepartmentanagency
to be knownas the Small BusinessCouncil. The council shalldo all of the
following:

(I) Assist with the developmentof policies and regulationswhich
affect smallbusinesseswithin this Commonwealth.

(2) Provide advice relating to the natureof small businesspractices
andproblemsin this Commonwealth.

(3) Providea reviewof existingandproposedpoliciesandregulations
which arerelevantto smallbusiness.
(b) Composition.—Thecouncil shall be composedof 13 members.The

secretary shall serve ex officio. Twelve membersshall be appointedas
follows:

(1) Fourindividualsappointedby theGovernor.
(2) Two individualsappointedby the Presidentpro temporeof the

Senate.
(3) Two individualsappointedby the Minority Leaderof theSenate.
(4) Two individuals appointedby the Speakerof the House of

Representatives.
(5) Two individualsappointedby theMinority Leaderof theHouseof

Representatives.
(c) Qualifications.—In order to be eligible for appointmentto the

council,anindividualmust:
(1) havea backgroundin improving smallbusinesses;and
(2) beoneof thefollowing:
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(i) a presentowner or operator of a small businesswithin this
Commonwealth;

(ii) a memberof the academiccommunity who has expertise
regardingsmallbusinesspractices;or

(iii) a professionalwho specializesin representingsmallbusinesses.
(d) Term.—Eachmemberof the council shall serve for a period of two

years.
(e) Organization.—Thesecretaryshallserveaschairperson.
(I) Meetings.—Thecouncilshallmeetat thecall of thechairperson.
(g) Quorum.—A majority of the board shall constitutea quorum.A

majority of the memberspresentshall be necessaryto transactbusinesson
behalfof thecouncil.

(h) Expenses.—A member shall not receive compensation or
remunerationbut shall be entitled to reimbursementfor all reasonableand
necessaryactualexpenses.

(i) Administrative assistance.—Thedepartmentshall do all of the
following:

(1) Provideadministrativeandtechnicalsupportto thecouncil.
(2) Publishnoticeof council meetingsin accordancewith 65 Pa.C.S.

Ch. 7 (relatingto openmeetings).
(3) Maintain a mailing list of personswho have requestedspecific

notificationof meetingsandactivitiesof thecouncil.
(4) Designatea deputysecretaryto attendcouncil meetingsand to

serveasthepublic’s liaisonof the council.
(j) Cooperation.—Uponthe council’srequest,an executiveagencyshall

provide the councilwith officially promulgatedregulatoryandnonregutatory
documentswhich regulateor would regulatesmallbusinesses.
§ 504. Regulatoryreview.

(a) Notification.—To the extentknown to the secretary,thedepartment
shall, on a semiannualbasis, provide the council with a list of regulations
being proposedby all executiveagencieswhich may affect small businesses
in this Commonwealth.

(b) Conference.—Thedepartmentshall, upon requestof the council,
arrangea meeting betweenthe council and representativesof an executive
agencyto discussregulatoryproposalsandpolicy initiativesof theexecutive
agencywhich might affectsmallbusinessesin this Commonwealth.

(c) Written comments.—Thecouncil shall provide thedepartmentwith
written comments regarding the council’s position on the proposed
regulations.The departmentshall transmitthe commentsto the appropriate
executiveagencies.The written commentsshallinclude an impactstatement
and anyother information which the council deemsnecessaryfor the public
to makeaninformedopinionon theproposals.
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(d) Exceptions.—Therequirementsundersubsections(a) and (b) shall
not apply to the promulgationof the following regulationsrelating to small
businesses:

(1) Regulationsrequiredby courtorder.
(2) Regulationsnecessitatedby a Federalor State declarationof

emergency.
(3) Interim regulationswhich are authorizedby statute.

CHAPTER7
TAX-EXEMPT BOND ALLOCATION

(Reserved)

PARTII
ECONOMICDEVELOPMENTENTITIES

Chapter
11. BenFranidin(Reserved)
13. IndustrialResourceCenters(Reserved)
15. (Reserved)
17. (Reserved)
19. (Reserved)

CHAPTER 11
BEN FRANKLIN

(Reserved)

CHAPTER13
INDUSTRIALRESOURCECENTERS

(Reserved)

CHAPTER 15
(Reserved)

CHAPTER 17
(Reserved)

CHAPTER 19
(Reserved)

PARTIII
ECONOMICDEVELOPMENTPROGRAMS

Chapter
21. OpportunityGrants
23. Small BusinessFirst
25. IndustrialDevelopmentAssistance(Reserved)
27. CustomizedJobTraining(Reserved)
29. MachineryandEquipmentLoans
31. Family SavingsAccount(Reserved)
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33. EconomicEnhancement(Reserved)
35. KeystoneOpportunityZones(Reserved)
37. KeystoneInnovationZones

cHAPTER21
OPPORTUNITYGRANTS

Sec.
2101. Scope.
2102. Definitions.
2103. Establishment.
2104. Application.
2105. Review.
2106. Approval.
2107. Penalty.
2108. Limitations.
2109. Guidelines.

§ 2101. Scope.
This chapter relatesto theOpportunityGrantProgram.

§ 2102. Definitions.
Thefollowing wordsandphraseswhenusedin this chaptershallhavethe

meaningsgiven to them in this sectionunlessthe contextclearly indicates
otherwise:

“Applicant.” A person that applies for a grant in accordance with this
chapter.

“Developer.” A person that has as a purpose the promotion or
constructionof economicdevelopmentprojects and that is engagedin the
developmentof realestatefor useby morethanoneperson.

“Eligible recipient.” Any of thefollowing persons:
(1) A municipality.
(2) An entity createdunder the act of August 23, 1967 (P.L.251,

No.102),known astheEconomicDevelopmentFinancingLaw.
(3) An entity certified asan industrialdevelopmentagencyunderthe

actof May 17, 1956 (1955P.L.1609,No.537),knownas thePennsylvania
IndustrialDevelopmentAuthority Act.

(4) An entity createdunder53 Pa.C.S.Ch. 56 (relatingto municipal
authorities)or underthe former act of May 2, 1945 (P.L.382,No.164),
knownas theMunicipality AuthoritiesAct of 1945.

(5) An entity createdunder the act of May 24, 1945 (P.L.991,
No.385),known astheUrbanRedevelopmentLaw.

(6) A developer.
(7) A personthat is engagedin any of thefollowingactivities:

(i) Theproductionor processingof farmcommodities.
(ii) Manufacturing.
(iii) Researchanddevelopment.
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(iv) Exportservices.
(v) Any other activity which offers a significant economicimpact

on theCommonwealth,as determinedby thedepartment.
“Eligible use.” Any of thefollowingactivities:

(1) Jobtraining.
(2) Theacquisitionof interestin land,buildingsor rights-of-way.
(3) Theconstructionor rehabilitationof buildings.
(4) Theconstructionor rehabilitationof infrastructure.
(5) Thepurchaseorupgradingof machineryandequipment.
(6) Workingcapital.
(7) Sitepreparation,includingdemolitionandclearance.
(8) Environmentalassessments.
(9) Remediationof hazardousmaterial.
(10) Architecturalandengineeringfeesup to 10%of theaward.

“Job-creating economic development.” Includes the expansion or
preservationof existingindustry.

“Program.” The OpportunityGrantProgramestablishedin section2103
(relatingto establishment.)

“Project.” An activity conductedin this Commonwealth.
“Recipient.” A personwho receivesa grantunderthis chapter.

§ 2103. Establishment.
Thereis establishedwithin thedepartmenta programto beknown as the

Opportunity Grant Program.The program shall be administeredby the
departmentto provide grantsto eligible personsfor certainprojectswhich
encouragejob-creatingeconomicdevelopmentwithin this Commonwealth.
§ 2104. Application.

A personmay submit anapplicationto the departmentrequestinga grant
for a project.The applicationshallbeon theformrequiredby thedepartment
andshallincludeor demonstrateall of thefollowing:

(1) Thenameandaddressof theapplicant.
(2) A statementthat the applicantis an eligible recipientunderthe

program.
(3) A statementof theamountof grantsought.
(4) A statementof the project, including a detailedstatementof the

costof theproject.
(5) A statementidentifying theeconomicimpactof the project to the

regionandthe estimatedimpacton Stateandlocal revenues.
(6) A commitmentof private matchingfundsof at least$4 for every

$1 of grantfunds,andof thebalanceof funding for theentireprojectcost,
from a responsiblesource.

(7) A commitmentfromtheapplicantto completetheproject.
(8) Any otherinformationrequiredby thedepartment.

§ 2105. Review.
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The departmentshall reviewthe applicationto determineif the applicant
hasmet all of the criteriaset forth in section2104(relatingto application).
§ 2106. Approval.

Thefollowing shallapply:
(1) Upon being satisfied that all requirementshave beenmet, the

departmentmay approvethe applicationandawarda grant.
(2) Prior to providing grant funds to the applicant, the department

shall enterinto a contractwith the applicant. The contractshall include
provisionsrequiringthe applicantto usethe grant to paythe costsof the
project.

(3) Thedepartmentmay imposeanyothertermsandconditionson the
grantsauthorizedby this chapteras the departmentdeterminesis in the
best interestsof the Commonwealth, including a provision requiring
collateralto securerepaymentof anypenaltyimposedundertheprogram.

§ 2107. Penalty.
(a) Imposition.—Exceptas provided in subsection(b), the department

shallimposea penaltyupona recipientfor anyof thefollowing:
(1) Failing to createthe numberof jobs specified in the recipient’s

application.
(2) Failing to inject therequiredamountof privatematchingfundsinto

the project.
(3) Failing to operateat the projectsite for a minimumperiodof five

years.
(b) Exception.—Thedepartmentmay waive the penalty requiredby

subsection(a) if the departmentdeterminesthat the failure was due to
circumstancesoutsidethecontrolof therecipient.

(c) Amount.—Theamountof thepenaltyshallbeequalto thefull amount
of the grantreceivedplus an additionalamountof up to 10%of the amount
of the grant received.The penaltyshall be payablein one lump sumor in
installments,withor without interest,asthedepartmentdeemsappropriate.
§ 2108. Limitations.

(1) An applicantmay not receivea grantunderthis chapterfor more
than two consecutivefiscalyearsfor thesameproject.

(2) A grantawardedunderthis chaptermay not be usedto do anyof
thefollowing:

(i) Refinanceor retireexistingdebt.
(ii) Pay costs unrelated to a project location at a site in this

Commonwealth.
(3) In no caseshall theaggregateamountof grantspaid in any fiscal

yearunderthis chapterexceedtheannualappropriationto the department
for theprogram.

(4) A grantawardedunderthis chaptershall in no way constitutean
entitlement derived from the Commonwealthor a claim on any other
funds of theCommonwealth.
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§ 2109. Guidelines.
The departmentshall develop written guidelines for the program. The

guidelines shall do all of the following:
(1) Limit grant size for any single project.
(2) Clarify eligible uses of grants.
(3) Clarify standards for eligibility.
(4) Require geographic diversity of funded projects.

CHAPTER23
SMALLBUSINESS FIRST

Sec.
2301. Scope.
2302. Definitions.
2303. Establishment.
2304. Fund and accounts.
2305. Department responsibilities.
2306. Capital development loans.
2307. EDAloans.
2308. Loans in distressed communities.
2309. Pollution prevention assistance loans.
2310. Export financing loans.
2311. Reporting and inspection.
2312. Limitations.

§ 2301. Scope.
This chapter relates to the Small Business First Program.

§ 2302. Definitions.
The following words and phrases when used in this chapter shall have the

meanings given to them in this section unless the context clearly indicates
otherwise:

“Agricultural processor.” A person that adds value by subjecting one or
more farm commodities to a process of manufacture, development or
preparation for sale or a person that converts a farm product into a
marketable form.

“Agricultural producer.” A person involved in the management and use
of a normal agricultural operation for the production of a farm commodity.

“Apparel products.” Products manufactured, woven, cut, sewn or
otherwise similarly processed by mechanical or human effort from fabrics,
leather or cloth and made for use as clothing, shoes or other attire.

“Applicant.” A person that applies for a loan in accordance with this
chapter.

“Area loan organization.” A local development district, an industrial
development agency organized and existing under the act of May 17, 1956
(1955 P.L.1609, No.537), known as the Pennsylvania Industrial
Development Authority Act, or any other nonprofit economic development
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organizationcertified by the departmentas possessingthe qualifications
necessaryto evaluate andadminister loans madeunder this chapter.

“Capital development project.” Land, buildings, equipment and
machinery and working capitalwhich is acquired,constructed,renovatedor
used by a small business in accordance with any of the following:

(1) As part of a for-profit project or venture not of a mercantileor
service-related nature, except for hospitality industry projects.

(2) As partof an effort to:
(i) bring a small business into compliancewith Federalor State

environmental laws or regulations;
(ii) complete an approved remediation project; or
(iii) permit a small business to adopt generally acceptable pollution

prevention practices.
(3) As partof an effort to provide assistance to a small business that is

a recycler of municipal or commercial waste or that is a manufacturer
using recycled municipal or commercial waste materials.

(4) As part of an effort to assist a small business with defense
conversion activities.

(5) As part of a for-profit project or venture to manufacture products
to be exported out of the United States by a small business which is not of
a mercantile or service-related nature, except for export-related services
and international export-related mercantile ventures or advanced
technology and computer-related services and mercantile ventures and
which will increase this Commonwealth’s national or international market
shares.

(6) As part of a for-profit project or venture that meets the
requirements of section 2308 (relating to loans in distressed communities)

(7) As part of an effort to assist in the start-up or expansion of a for-
profit or not-for-profit child day-care center subject to licensure by the
Commonwealth.
“Child day-care center.” Any premises in which child day care is

provided simultaneously for seven or more children who are not related to
the provider.

“Community development institution.” Any of the following:
(1) An area loan organization for a distressed community.
(2) A community development financial institution located in a

distressed community and approved by the department.
“Distressed community.” A community which has anyof the following:

(1) A census tract or other specifically defined geographic area in
which there is anyof the following:

(i) A median income below 80% of the median income for the
United States or this Commonwealth.

(ii) Twenty percent or more of the population is below the poverty
level by family size published by the Bureau of the Census.
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(iii) An unemployment rate 50%higher than the national average.
(2) An area which is designated a subzone, expansion subzone or

improvement subzone under the act of October 6, 1998 (P.L.705, No.92),
known as the Keystone Opportunity Zone and Keystone Opportunity
Expansion Zone Act.

(3) Any other geographic area designated by the department as
distressed. The designation shall be published in the Pennsylvania
Bulletin.
“EDA loan.” A loan made under this chapter utilizing funds made

available to the department under the Public Works and Economic
Development Act of 1965 (Public Law 89-136, 42 U.S.C. § 3121 et seq.).

“Ex-Im Bank.” The Export-Import Bank of the United States.
“Export activity.” An activity undertaken by a person within this

Commonwealth related to exports.
“Export business.” A person that is engaged in a for-profit enterprise

involving export activities and that employs 250 or fewer individuals.
“Exports.” Goods or services to be sold or performed outside the United

States.
“Farm commodity.” Any Pennsylvania-grown agricultural, horticultural,

aquacultural, vegetable, fruit and floricultural product of the soil, livestock
and meats, wools, hides, furs, poultry, eggs, dairy products, nuts, mushrooms,
honey products and forest products.

“Fund.” The Small Business First Fund continued under section 2304
(relating to fund and accounts).

“Hazardous substance.” Any element, compound or material which is any
of the following:

(1) Regulated as a hazardous air pollutant under section 6.6 of the act
of January 8, 1960 (1959 P.L.2119, No.787), known as the Air Pollution
Control Act.

(2) Defined as a hazardous waste under section 103 of the act of July
7, 1980 (P.L.380, No.97), known as the Solid Waste Management Act.

(3) Regulated under the act of December 7, 1990 (P.L.639, No.165),
known as the Hazardous Material Emergency Planning and Response Act.
“Hospitality industry project.” A for-profit project or venture which

involves a small business that operates a hotel, motel or other lodging facility
andthat employs at least five full-time equivalent employees at the time an
application is submitted to the department for financing. The term includes a
for-profit project or venture which involves a small business that operates a
restaurant or food service operation open to the public, that has been in
continuous operation for at least five years and that employs at least five full-
time equivalent employees at the time an application is submitted.

“Insurance policy.” An export credit insurance policy for small
businesses offered by the Export-Import Bank of the United States.
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“Natural disaster.” As defined in 35 Pa.C.S. § 7102 (relating to
definitions).

“Normal agricultural operation.” As defined in section 2 of the act of
June 10, 1982 (P.L.454, No.133), entitled “An act protecting agricultural
operations from nuisance suits andordinances under certain circumstances.”

“Pollution prevention.” The reduction or elimination of pollution at its
source. The term does not include any of the following:

(1) A substitution of one hazardous or toxic substance for another
which will cause an increased risk to the environment or to human health.

(2) A cross-media transfer.
(3) A delisting of a hazardous waste or toxic chemical.

“Pollution prevention assistance agency.” Any of the following:
(1) An area loan organization.
(2) An industrial resource center created pursuant to the act of June

22, 2001 (P.L.400, No.31), known as the Industrial Resources Center
Partnership Act.
“Pollution prevention infrastructure.” A capital development project

which permits a small business to adopt or install pollution prevention
equipment or processes to:

(1) Reduce or reuse raw materials onsite.
(2) Reduce the production of waste.
(3) Reduce energy consumption.

“Program.” The Small Business First Program established under section
2303 (relating to establishment).

“Reuse.” Use of a product or component in its original form more than
once.

“Small business.” A person that is engaged in a for-profit enterprise and
that employs 100 or fewer individuals. The term includes the following:

(1) An enterprise located in a small business incubator facility.
(2) An agricultural processor.
(3) An agricultural producer.
(4) An enterprise which manufactures apparel products.
(5) An enterprise which is a for-profit or not-for-profit child day-care

center subject to licensure by the Commonwealth.
“Working capital.” Capital used by a small business for operations,

excluding fixed assets andproduction machinery and equipment.
§ 2303. Establishment.

There is established within the department a program to be known as the
Small Business First Program. The program shall be administered by the
department and provide loans to eligible persons for certain projects which
encourage job-creating and job-preserving economic development within this
Commonwealth.
§ 2304. Fund and accounts.
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(a) Fund.—The Small Business First Fund, created under section 1302(a)
of the act of June 29, 1996 (P.L.434, No.67), known as the Job Enhancement
Act, is continued.The TreasuryDepartmentshall creditthe following to the
fund:

(1) Appropriations made by the General Assembly to the department
for the program.

(2) Federal funds made available under the Public Works and
EconomicDevelopmentAct of 1965 (Public Law 89-136, 42 U.S.C.
§ 3121 et seq.)or anyotherFederalstatute,regulationor programfor the
program.

(3) Payments from recipients of loans made from the fund.
(4) Payments from recipients of loans made under the former act of

July 2, 1984 (P.L.545, No.109), known as the Capital Loan Fund Act.
(5) Interest income derived from investment of the money in the fund.
(6) Any other deposits, payments or contributions from any other

source made available to the department for the program.
(b) Pollution prevention assistance.—The Pollution Prevention

Assistance Account, created under the act of June 29, 1996 (P.L.434, No.67),
known as the Job Enhancement Act, is continued. The Treasury Department
shall credit the following to this account:

(1) Appropriations made by the General Assembly to the department
for pollution prevention assistance.

(2) Payments from recipients of loans made from the Pollution
Prevention Assistance Account.

(3) Transfers from the Hazardous Sites Cleanup Fund as established in
section 602.3 of the act of March 4, 1971 (P.L.6, No.2), known as the Tax
Reform Code of 1971.

(4) Interest income derived from investment of the money in the
Pollution Prevention Assistance Account.

(5) Any other deposits, payments or contributions from any other
source made available to the department for pollution prevention
assistance.
(c) Use of fund.—

(1) Money in the fund may be used as follows:
(i) By the department to make loans in accordance with this chapter

and for administrative costs of the department in administering the
program.

(ii) By area loan organizations for administrative costs associated
with the program which are approved by the department.
(2) Money from the fund derived from appropriations specified for

export financing assistance may be deposited by the department in banks
or trust companies in special accounts. The special accounts must be
continuously secured by a pledge of direct obligations of the United States
or of the Commonwealth having an aggregate market value, exclusive of
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accrued interest, at least equal to the balance on deposit in the account.
The securities shall be deposited with the department to be held by a
trustee or agent satisfactory to the department. Banks and trust companies
are authorized to give security under this paragraph. Money in these
special accounts shall be paid out on order of the department.
(d) Use of Pollution Prevention AssistanceAccount.—Moneyin the

Pollution Prevention Assistance Account may be used by the department to
provide loans to small businesses for the adoption or installation of pollution-
prevention or energy-efficient equipment or processes in accordance with
section 2309 (relating to pollution prevention assistance loans).
§ 2305. Department responsibilities.

(a) General rule.—The department shall do all of the following:
(1) Administer the program.
(2) Establish written guidelines as necessary. Any guidelines

established shall be included in the report required by Chapter 3 (relating
to economic development financing strategy).

(3) Deposit payments made by recipients in the fund,or the Pollution
PreventionAssistanceAccount, as appropriate.

(4) Approvestandardsfor arealoanorganizationapplicationfees.
(5) Approvecommunitydevelopmentfinancial institutions.

(b) Program.—Inadministeringtheprogram,thedepartmentmay do any
of the following:

(1) Provide grants or other fmancial assistanceto area loan
organizationsfor anyof thefollowing purposes:

(i) To establishloanreservefunds.
(ii) To reimburse loan lossesto commercial banks and other

financial institutions as a meansof encouragingthe expansionand
financingof smallbusinesses.
(2) Apply to the Ex-Im Bank for delegatedauthority lenderstatus

undertheEx-Im Bank’sWorkingCapitalGuarantyProgram.
(3) Utilize theoutstandingportfolio of loansmadeunderthis chapter

to raiseadditional funds by selling, securing,hypothecatingor otherwise
using suchloan proceedsas a financingvehicle if the funds raisedare
usedby thedepartmentfor eitherof thefollowing purposes:

(i) To makenewandadditional loansunderthis chapter.
(ii) To paycostsassociatedwith financing.

§ 2306. Capitaldevelopmentloans.
(a) Application.—A small businessmay submit an applicationandany

applicableapplicationfeeto its arealoan organizationrequestinga loan for
certaincostsof a capitaldevelopmentproject.Theapplicationshall beon the
form required by the departmentandshall includeor demonstrateall of the
following: .

(1) The nameandaddressof theapplicant.
(2) A statementof the amountof loanassistancesought.
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(3) A statementof the capital developmentproject, including a
detailedstatementof thecostof theproject.

(4) A financialcommitmentfrom a responsiblesourcefor any costof
thecapitaldevelopmentprojectin excessof theamountrequested.

(5) Any other informationrequiredby thedepartment.
(b) Arealoanorganizationreview.—

(1) Uponreceiptof a completedapplication,anarealoanorganization
shall investigateanddetermineall of the following:

(i) If theapplicantis a smallbusiness.
(ii) If theproject is a capitaldevelopmentproject.
(iii) If, when the applicant is a small business, the capital

developmentprojectdemonstratesa substantiallikelihood of creating
or preservingemploymentactivities in this Commonwealthor if, when
the applicantis an agricultural producer, the project demonstratesa
substantiallikelihood of enhancingand growing normal agriculture
operations.

(iv) The ability of the applicantto meetandsatisfythe debt service
asit becomesdueandpayable.

(v) The existenceandsufficiencyof collateral for theloan.
(vi) Relevantcriminal andcredithistoryandratingsof theapplicant

asdeterminedfrom outsidecredit reportingservicesandothersources.,
(Vii) The number of employmentopportunitiesto be createdor

preservedby theproposedcapitaldevelopmentproject.
(viii) If theapplicantcompliedwith all othercriteriaestablishedby

thedepartment.
(2) Uponbeing satisfiedthat all requirementshavebeenmet, the area

loan organizationsshall recommendthe applicantto the departmentand
forward the application with all supporting documentation to the
departmentfor its reviewandapproval.
(c) Departmentreview.—

(1) Within 30 daysof receivinga recommendationanda completed
application,the departmentshall review the application.If thedepartment
is satisfied that all requirementshavebeen met, the departmentmay
approvethe loanrequestin accordancewith thefollowing:

(i) A loan for land, buildings and machineryand equipmentmay
not exceed$200,000or 50% of the totalcapitaldevelopmentproject
costs,whicheveris less. Forthepurposesof this subparagraph,capital
developmentprojectcostsincurredduring the12-monthperiodprior to
the date of submissionof the application to the departmentshall be
consideredpartof thetotal capitaldevelopmentprojectcosts.

(ii) A loanfor working capitalmay notexceed$100,000or 50% of
thetotal capitaldevelopmentprojectcosts,whicheveris less.

(iii) Exceptfor loans to agriculturalproducers,a loan mustcreate
or preserveonejob for every$25,000loaned.



SESSIONOF 2004 Act2004-12 115

(2) The departmentshall notify the area loan organization and
applicantof its decision.
(d) Approvals.—For applicationswhich are approved,the department

shall drawan advanceequal to the principal amount of the loan from the
fund.The advanceshallbeforwardedto the arealoanorganizationand,upon
receiptby the arealoan organization,shall becomean obligationof the area
loan organization.Prior to providing loan funds to the applicant, the area
loan organizationshall requirethe applicantto executea note and to enter
into a loan agreement.In additionto therequirementsof subsection(e), the
loan agreementshall include a provisionrequiringthe recipient to use the
loan proceedsto pay the costs of the capital developmentproject. The
departmentmayrequirethearealoanorganizationto imposeother termsand
conditionson the recipientif the departmentdeterminesthat they are in the
best interests of this Commonwealth, including a provision requiring
collateralfor any penaltyimposedundersubsection(g).

(e) Loan tenns.—A loan agreemententeredinto in accordancewith
subsection(c) shalldo all of the following:

(1) Statethecollateralsecuringtheloan.All loansshall besecuredby
lien positions on collateral at the highestlevel of priority as may be
determinedby the area loan organization with the approval of the
department.

(2) Statetherepaymentperiodin accordancewith thefollowing:
(i) A loanfor realpropertyshallhavea repaymentperiodof up to

15 years.
(ii) A loan for machineryand equipmentshall havea repayment

periodof up to tenyears.
(iii) A loanfor working capitalshallhavea repaymentperiodof up

to threeyears.
(iv) If, in a capitaldevelopmentproject,therearetwo or moreuses

planned,the loantermsmaybeblended.
(3) Statethe interestratein accordancewith thefollowing:

(i) Exceptas providedin subparagraph(ii), loansshall be madeat
aninterestratenot to exceed5% for thetermof the loan.

(ii) A loan to a small businesswhich is an agricultural producer
shall be madeat an interestrateof not lessthan 2% for the termof the
loanif all of the following apply:

(A) A declarationunder 35 Pa.C.S. § 7301(c) (relating to
generalauthorityof Governor)is in effect for at leasttendaysprior
to thedateof application.

(B) The applicationis madewithin nine monthsof termination
of thedeclaration.

(C) The agricultural produceris in the area which has been
declaredto bea naturaldisasterarea.
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(1) Loan administration.—A loan made under this section shall be
administeredin accordancewith departmentalpoliciesandproceduresby the
arealoan organizationwhich madethe loan. Eacharealoan organization
shall submit an annualreporton the form requiredby the departmentand
whichincludesor demonstratesall of thefollowing:

(1) Eachoutstandingloan.
(2) Thedateapproved.
(3) Theoriginal principalamount.
(4) Thecurrentprincipalbalance.
(5) Theinterestrate.
(6) Thepurposefor whichthe loan wasmade.
(7) An enumerationof any problemsor issueswhich havearisenwith

regardto eachloan.
(8) A statementregarding the progressof the small businessin

creatingorpreservingits requisitenumberof employmentopportunities.
(9) Any other information or documentation required by the

department.
(g) Penalty.—

(1) Exceptas providedin paragraph(2), thedepartmentshallimposea
penalty upon a recipientif the recipient fails to createor preservethe
number of employment opportunities specified in its approved
application. .

(2) Thedepartmentmaywaivethepenaltyrequiredby paragraph(1) if
the departmentdeterminesthat the failure was due to circumstances
outsidethe controlof therecipient.

(3) The amount of the penaltyimposedunderparagraph(1) shall be
equal to an increasein the interest rateto 2% greaterthan the current
primeinterestratefor theremainderof theloan.
(h) Defaults.—Thedepartmentmay by foreclosuretaketitle to a capital

developmentprojectwhich it financedif acquisitionis necessaryto protecta
loan,madeunder this section.The departmentshall pay all costsarising out
of the foreclosure and acquisition from moneys held in the fund. The
department may, in. order to minimize financial losses and sustain
employment, leasethe capital development,project. The department.may
withdraw moneysfrom the fund to purchasefirst mortgagesand to make
paymentson first mortgageson any capital developmentprojectwhich it
financedwhere purchaseor paymentis necessaryto protecta loan made
underthis section..The departmentmay sell, transfer,conveyandassignthe
first mortgagesandshall depositany moneysderived from the saleof any
first mortgagesin thefund.
§ 2307. EDA loans. ‘

(a) Application and administrationprocedures.—Thedepartmentshall
establishapplication and administrationproceduresto be used for EDA
loans.The proceduresshall beestablishedby guidelinesandshallconformin
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all respects to those procedures required or established by the Economic
Development Administration for use of Federal funds under the Public
Works and Economic Development Act of 1965 (Public Law 89-136, 42
U.S.C. § 3121 et seq.).

(b) Eligibility for EDA loans.—Thedepartmentshall establisheligibility
requirements to be used for EDA ‘loans. The requirements shall be
establishedby guidelines and shall conform in all respects to those
procedures required or established by the Economic Development
Administration for use of Federal funds under the Public Works and
Economic Development Act of 1965.
§ 2308. Loans in distressed communities.

(a) Application.—A small business located in a distressed community
may submit an application and any applicable application fee to a community
development institution requesting a bàn for certain costs of a capital
development project. The application shall be on the form required by the
department andshall include or demonstrate all of the following:

(1) The name and address of the applicant.
(2) A statement that the small business is engaged in business-to-

public service or in the mercantile, commercial or point-of-sale retail
business sectors.

(3) A statement of the amount of loan assistance sought.
(4) A statement of the capital development project, including a

detailed statement of the cost of the project.
(5) A financial commitment from a responsible source for the cost of

the capital development project in excess of the’ amount requested.
(6) Any otherinformationrequiredby thedepartment.

(b) Communitydevelopmentinstitutionreview.—
(1) Upon receipt of a completed application, a community

development institution shall investigate and determine all of the
following:

(i) If theapplicantis a smallbusinesswhich is engagedin business-
to-public service or in the mercantile,commercial.or point-of-sale
retail business sectors in accordancewith conditions or criteria
establishedby thedepartment.

(ii) If theprojectis a capitaldevelopmentproject.
(iii) If the applicant has demonstrateda direct impact on the

community in which the capital developmentproject is or will be
located,on residentsof thatcommunityor on the.localand/orregional
economy.The departmentshall establishcriteria that will assist in
makingthis demonstration.

(iv) Number of employment opportunities to be created or
preservedby theproposedcapitaldevelopmentproject.

(v) If the applicantcompliedwith all othercriteria establishedby
thedepartment.
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(2) Upon being satisfied that all requirementshave beenmet, the
community developmentinstitutionshall recommendthe applicantto the
departmentandforwardthe applicationwith all supportingdocumentation
to thedepartmentfor its reviewandapproval.
(c) Departmentreview.—

(1) Upon receiptof a recommendationanda completedapplication,
thedepartmentshallinvestigateanddetermineall of thefollowing:

(i) The ability of the applicantto meetandsatisfy the debt service
as it becomesdueand payable.In reviewing repaymentobligations,
loans shall not be approvedon the basisof direct financial returnon
investmentandshall not be held to the loan loss standardsof private
commercial lenders. Loans shall be reviewed for the purpose of
establishinga strong economicbaseand promoting entrepreneurial
activity within thedistressedcommunity.

(ii) Theexistenceandsufficiencyof collateralfor the loan.
(iii) Relevantcriminal and credit history and ratings of the

applicant as determinedfrom outsidecredit reportingservices and
othersources.
(2) If the departmentis satisfiedthat all requirementshavebeenmet,

thedepartmentmay approvethe loanrequestin an amountnot to exceed
$200,000 or 50% of the total capital development project costs,
whicheveris less.Forthe purposeof this paragraph,capitaldevelopment
projectcosts,exceptthe costsrelatedto working capital, incurredduring
the 12-monthperiodprior to the dateof submissionof the applicationto
the departmentshall be consideredpart of the total capital development
projectcosts.

(3) Thedepartmentshall notify the’conimunitydevelopmentinstitution
andapplicantof its decision.
(d) Approvals.—Forapplicationswhich are approved,the department

shalldrawanadvanceequalto the principalamountof the loanfrom thefund
and, prior to providing loan funds to the applicant, the departmentshall
requirethe applicantto executea note andto enterinto a loan agreemenLin
addition to the requirementsof subsection(e), the loan agreementshall
includeaprovisionrequiringtherecipienttouse the loan proceedsto pay the
costsof the capitaldevelopmentproject.The departmentmay imposeother
termsandconditionsontherecipientif thedepartmentdeterminesthey arein
the best interestsof this Commonwealth,including a provision requiring
collateralfor anypenaltyimposedundersubsection(g).

(e) Loan terms.—A loan agreemententeredinto in accordancewith
subsection(d) shalldo all of thefollowing:

(1) Stateany collateralsecuringthe loan.The departmentmay use its
bestjudgmentto identify andsecurecollateral.

(2) Statetherepaymentperiodwhichmaybe flexible.
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(3) Statethe interestratewhich may notbe lessthan 2% nor morethan
5% for thetermof the loan.

(4) State that the recipientagreesto maintain, at a minimum, the
numberofjobsin existenceas of thedateof loan application.
(1) Loan administration.—A loan made under this section shall be

administeredin accordancewith departmentalpoliciesandprocedures.
(g) Penalty.—

(1) Exceptas providedin paragraph(2), thedepartmentshallimposea
penaltyupon a recipientif the recipientfails to preservethe numberof
employmentopportunitiesspecifiedin its approvedapplication.

(2) Thedepartmentmay waivethepenaltyrequiredby paragraph(1) if
the departmentdeterminesthat the failure was due to circumstances
outsidethecontrolof therecipient.

(3) The amountof any penaltyimposedunderparagraph(1) shall be
equal to an increasein the interest rateto 2% greaterthan the current
primeinterestratefor theremainderof the loan.
(h) Defaults.—Thedepartmentmay taketitle by foreclosureto a capital

developmentproject which it financed where acquisition is necessaryto
protect a loan madeunder this section.The departmentshall pay all costs
arising out of the foreclosureandacquisitionfrom moneyheld in the fund.
The departmentmay, in order to minimize financial lossesand sustain
employment, leasethe capital developmentproject. The departmentmay
withdraw money from the fund to purchasefirst mortgagesand to make
paymentson first mortgageson any capital developmentproject which it
financedif purchaseor paymentis necessaryto protecta loan madeunder
this section.The departmentmay sell, transfer,conveyandassign the first
mortgagesandshall depositin the fund moneyderivedfrom the saleof any
first mortgages.
§ 2309. Pollutionpreventionassistanceloans.

(a) Application.—A small businessmay submit an applicationand any
applicationfee to a pollution preventionassistanceagencyrequestinga loan
for a pollution preventioninfrastructure.Theapplicationshallbeon the form
requiredby the departmentand shall include or demonstrateall of the
following:

(1) Thenameandaddressof theapplicant.
(2) A statementof theamountof loanassistancesought.
(3) A statementof the pollution preventioninfrastructure,includinga

detailedstatementof thecostof the infrastructure.
(4) A financial commitmentfrom a responsiblesourcefor thecostof

thepollution preventioninfrastructurein excessof theamountrequested.
(5) Any otherinformationrequiredby thedepartment.

(b) Pollutionpreventionassistanceagencyreview.—
(1) Upon receipt of a completedapplication, a pollution prevention

assistanceagencyshallinvestigateanddetermineall of thefollowing:
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(i) If theapplicantis a smallbusiness.
(ii) If the project is for pollution prevention infrastructure..
(iii) If the applicantcompliedwith all othercriteria establishedby

the department.
(2) Upon being satisfied that all requirementshavebeen met, the

pollution preventionassistanceagencyshall recommendthe applicantto
the department and forward the application with all supporting
documentationto thedepartmentfor its reviewandapproval,
(c) Departmentreview.— ,

(1) Upon receipt of a recommendation and a completed application,
the. departmentshallinvestigateanddetermineall of thefollowing:

(i) If the pollution prevention infrastructure demonstratesa
substantial likelihood of preventing or reducing pollution. The
Departmentof EnvironmentalProtectionshall, assistthe departmentin
reviewingtheapplicationsandprovidetechnicalassistance.

(ii) The ability of theapplicantto meetand satisfy thedebtservice
as it becomesdue andpayable.In reviewing repaymentobligations,
loans shall not be approvedon the basis of direct financial returnon
investmentand shall not be held to the loan loss standardsof private
commercial lenders. Loans shall be reviewed for the purpose of
reducingpollution throughsourcereductiontechnologiesor processes.

(iii) Theexistenceandsufficiencyof collateralfor theloan.
(iv) Relevantcriminal andcredithistoryandratingsof theapplicant

as determinedfromoutsidecreditreportingservicesandothersources.
(2) If the departmentis satisfiedthat all requirementshavebeenmet,

thedepartmentmay approvethe loan request.A loan approvedunderthis
subsectionmay notexceedthelesserof:

(i) $100,000;or ‘

(ii) 75%of infrastructurecosts.
(3) The.departmentshall notify the pollution preventionassistance

agencyandapplicantof its decision.
(d) Approvals.—For applicationswhich are approved,the department

shall drawan advanceequalto the principal amount of the loan from the
PollutionPreventionAssistanceAccount.Priorto providingloanfundsto the
applicant,thedepartmentshall requiretheapplicantto executea note andto
enterinto a loan agreement.In additionto the requirementsof subsection(e),
the loan agreementshallincludea provisionrequiringtherecipienttouse-the
loanproceedsto paythecostsof thepollution preventioninfrastructure.The
departmentmay imposeother terms and conditionson the recipient if the
departmentdeterminesthey arein thebest interestsof this Commonwealth,
including a provision requiringcollateral for any penalty imposedunder
subsection(g).

(e) Loan terms.—A loan agreemententeredinto in accordancewith
subsection(d) shalldo all of thefollowing:
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(1) Statethecollateralsecuringthe loan.All loansshall besecuredby
lien positions on collateral at the highestlevel of priority as may be
determinedby thedepartment.

(2) Statetherepaymentperiodwhichmay notexceed10 years.
(3) Statethat the,interestrateis 2%.
(4) Statethatany loanfeeis not to exceed5% of the loanamount.

(1) Loan administration.—A loan made under this section shall be
administeredin accordancewith departmentalpoliciesandprocedures.

(g) Penalty.—
(1) Exceptasprovidedin paragraph(2), the departmentshallimposea

penaltyupon a recipient if the recipientfails to carry out the pollution
preventioninfrastructureprojectasspecifiedin its approvedapplication.

(2) The departmentmaywaive thepenaltyrequiredby paragraph(1) if
the departmentdeterminesthat the failure was due to circumstances
outsidethecontrol of therecipient.

(3) The amountof anypenaltyimposedunder paragraph(1) shall be
equal to an increasein the interestrate to 2% greaterthan the current
primeinterestratefor theremainderof the loan.
(h) Defaults.—Thedepartment may take title by foreclosure to a

pollution prevention infrastructure which it financed if acquisition is
necessarytoprotecta loanmadeunderthis section.Thedepartmentshallpay
all costsarising outof theforeclosureandacquisitionfrom moneyheld in the
Pollution PreventionAssistanceAccount. The departmentmay, in order to
minimize financial losses and sustain employment, lease the pollution
preventioninfrastructure.The departmentmay withdraw money from the
Pollution PreventionAssistanceAccountto purchasefirst mortgagesand to
makepaymentson first mortgageson any pollution preventioninfrastructure
which it financedif the purchaseor paymentis necessaryto protecta loan
madeunder this section.The departmentmay sell, transfer, convey and
assignthefirst mortgagesandshall depositany moneyderivedfrom the sale
of anyfirst mortgagesin thePollutionPreventionAssistanceAccount.
§ 2310. Export financingloans.

(a) Application.—Apersonmaysubmit anapplicationandanyapplicable
applicationfee to the departmentor its arealoan organizationrequestinga
loan for certaincosts of a capital developmentprojectwhich will be usedin
export activities. The application must be on the form required by the
departmentandmustincludeor demonstrateall of thefollowing:

(1) Thenameandaddressof theapplicant.
(2) A statementof theamountof loan assistancesought.
(3) A statementof the capital developmentproject, including a

detailedstatementof thecostof theproject.
(4) A financial commitmentfrom a responsiblesourcefor any costof

thecapitaldevelopmentprojectin excessof theamountrequested.
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(5) A statementthat the loan, if approved,would not supplantfunding
from privatesectorsourceson commerciallyreasonableterms.

(6) Any other informationrequiredby thedepartment.
(b) Review.—Uponreceiptof a completedapplication,the department

shallinvestigateanddetermineall of thefollowing:
(1) If theapplicantis anexportbusiness.
(2) If theprojectis acapitaldevelopmentproject.
(3) The ability of the applicantto meetandsatisfy the debtservice as

it becomesdueandpayable.
(4) Theexistenceandsufficiencyof collateralfor the loan.
(5) Relevantcriminal andcredithistory andratingsof theapplicantas

determinedfrom outsidecreditreportingservicesandothersources.
(6) Number of employmentopportunitiesto be createdor preserved

by theproposedcapitaldevelopmentproject.
(7) If theapplicantcompliedwith all othercriteriaestablishedby the

department.
(c) Approvals.—Ifthe departmentis satisfiedthat all requirementshave

beenmet, the departmentmay approvethe loan request.A loan approved
underthis sectionmay notexceed$350,000.The departmentshall notify the
applicantand,if applicable,the arealoan organizationof its decision.The
departmentshallreservean amountequalto theprincipal amountof the loan
within the fund or the special account authorizedby section 2304(c)(2)
(relatingto fund andaccounts).Prior to providingfunds to the applicant,the
departmentshall requiretheapplicantto executea note andenterinto a loan
agreement.In addition to the requirementsof subsection(d), the loan
agreementshall include a provision requiring the recipientto usethe loan
proceedsto paythe costsof thecapitaldevelopmentproject.The department
may imposeother terms andconditionson the recipientif the department
determinestheyarein thebestinterestsof this Commonwealth,including any
of thefollowing:

(1) A provision requiring collateral for any penaltyimposedunder
subsection(f).

(2) A provisionrequiring the personto be eligible for an insurance
policy.

(3) A provisionrequiring the loanto be guaranteedby the Working
CapitalGuarantyProgramofferedby theEx-ImBank.

(4) A provisionrequiringanexportcredit salescontractinsured-by an
insurancepolicy.
(d) Loan terms.—A loan agreemententeredinto in accordancewith

subsection(c) shalldo all of thefollowing:
(1) Statethe collateralsecuringtheloan.All loans shallbesecuredby

lien positions on collateral at the highestlevel of priority as may be
determinedby thedepartment.

(2) Statetherepaymentperiodasdeterminedby thedepartment.
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(3) Statethe interestrateas determinedby thedepartment.
(e) Loan admiistration.—A loan made under this ‘section shall be

administeredin accordancewith departmentalpoliciesandprocedures.
(1) Penalty.—

(1) Exceptasprovidedin paragraph(2), thedepartmentshall imposea
penalty upon a recipient if the recipient fails to carry out the export
activities specifiedin its approvedapplication.

(2) The departmentmay waivethepenaltyrequiredby paragraph(1) if
the departmentdeterminesthat the failure was due to circumstances
outsidethecontrolof therecipient.

(3) The amountof thepenaltyimposedunderparagraph(1) shall be
equal to an increasein the interest rateto 2% greaterthan the current
primeinterestratefor theremainderof the loan.
(g) Defaults.—Thedepartmentmay,by foreclosure,taketitle to a capital

developmentprojectwhich it financedif acquisitionis necessaryto protecta
loanmadeunderthis section.The departmentshall pay all costsarising out
of the foreclosureandacquisitionfrom money held in the fund or a special
accountauthorizedby section2304(c)(2).Thedepartmentmay, in order to
minimize financial losses and sustain employment, lease the capital
developmentproject.Thedepartmentmay withdrawmoneyfrom thefund or
a special account authorized by section 2304(c)(2) to purchase first
mortgagesand to make payments on first mortgageson any capital
developmentprojectwhich it financedif purchaseor paymentis necessaryto
protecta loan madeunderthis section.The departmentmay sell, transfer,
conveyandassignthe first mortgagesandshall depositany moneyderived
from the sale of any first mortgagesin the fund or a special account
authorizedby section2304(c)(2).
§ 2311. Reportingandinspection.

(a) Inspection.—Anapplicantor a recipientshall, upon request,permit
authorizedemployeesof the departmentor its agentto inspect the plant,
booksandrecordsof theapplicantor recipient.

(b) Updating.—An applicant or a recipient shall provide updated
information to the departmentand its agentsif conditionschangeor to the
extent that the information originally given becomes inaccurate or
misleading.

(c) Periodic reports.—A recipientshall provide the departmentand its
agentswith such periodic financial reports as the departmentmay require
until theloanis repaidin full.

(d) Financialandperformanceaudits.—Anagentof the departmentshall
annuallysubmit to the department,at the agent’sexpense,an independent
financialaudit. If the audit revealsmisconductof a material natureon the
partof the agent,thedepartmentshalltakeappropriateaction.
§ 2312. Limitations.
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No loans shallbe recommendedor approvedif theproceedsof the loan
could do any of the following:

(1) Cause, aid or assistdirectly in the relocationof any business
operations from one part of this Commonwealthto anotherunlessthereis
at least a 25% net increase in employment.

(2) Refinance any portion of the total cost of a capitaldevelopment
project, pollution prevention infrastructure or other existing loans or debt.

(3) Finance a capital developmentproject or pollution prevention
infrastructure located outside the geographic boundaries of this
Commonwealth.

(4) Providefunds,directly or directly, for paymentdistribution or as
loan owners, partnersor shareholdersof a small business,except as
ordinarycompensationfor servicesrendered.

(5) Providefundsfor speculationin realor personalproperty,whether
tangibleor intangible.

CHAPTER25
INDUSTRIAL DEVELOPMENT ASSISTANCE

(Reserved)

CHAPTER27
CUSTOMIZEDJOBTRAINING

(Reserved)

CHAPTER29
MACHINERY AND EQUIPMENTLOANS

Sec.
2901. Scope.
2902. Definitions.
2903. Establishment.
2904. MachineryandEquipmentLoan Fund.
2905. Eligibility for loans;termsandconditions.
2906. Applicationandadministration.
2907. Powersof secretary.
2908. Reportingandinspection.
2909. Nondiscrimination.
2910. Conflictof interest.
2911. Reportsto GeneralAssembly.
2912. Guidelines.

§ 2901. Scope.
This chapter relates to the Machinery andEquipmentLoanProgram.

§ 2902. Definitions.
Thefollowing wordsandphraseswhenusedin this chaptershall havethe

meaningsgiven to them in this sectionunless the contextclearly indicates
otherwise:
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“Business enterprise.” A for-profit corporation, partnership or
proprietorship.Thetermincludes,amedicalfacility.

“Farmcommodity.” Any Pennsylvania-grownagricultural,horticultural,
aquacultural,vegetable,fruit and floricultural product of the soil, livestock
andmeats,wools, hides,furs, poultry,eggs,dairyproducts,nuts,mushrooms,
honeyproductsandforestproducts.

“Fund.” The Machinery and Equipment Loan Fund created and
establishedby thischapter. .

“Medical facility.” An entity licensedas a hospital underthe act of June
13, 1967 (P.L.31,No.21),known as the Public Welfare Code,or the act of
July 19, 1979 (P.L.130,No.48),known as theHealthCareFacilitiesAct.

“Normal agriculturaloperation.” The term shallhave thesamemeaning
as given to it in section2 of the act of June10, 1982 (P.L.454, No.133),
entitled “An act protectingagricultural operationsfrom nuisancesuits and
ordinancesundercertaincircumstances.”

“Production agriculture.” The managementand use of a normal
agriculturaloperationfor theproductionof a farmcommodity.
§ 2903. Establishment.

Thereis establishedwithin the departmenta programto be known as the
MachineryandEquipmentLoanProgram.Theprogramshallbe administered
by the departmentandprovide loans to businessenterprisesfor machinery
andequipment.
§ 2904. Machinery andEquipmentLoanFund.

(a) Creation.—Thereis created a special account in the Treasury
Department,to be known as the MachineryandEquipmentLoan Fund, to
which shall be credited all program appropriationsmadeby the General
Assembly,all proceedsfrom loanrepaymentsandany andall otherdeposits,
paymentsor contributionsfrom anyothersourcemadeavailableto the fund.
The fund shall operate as a revolving fund whereby all appropriations,
paymentsand interest madethereto may be applied and reappliedto the
purposesof this chapter.

(b) Creditsto fund.—All appropriations,depositsandcontributionsmade
to the fund shallbe immediatelycreditedin full to the fund, andearningson
themoneysheld in thefund shallalso becreditedto the fund for thepurposes
of this chapter.
§ 2905. Eligibility for loans;termsandconditions.

(a) Loans; generalrules.—Thesecretarymay makeadvancesfrom the
fund, subjectto the terms,conditionsand restrictionsprovided under this
chapter,for the purposeof making loans to businessenterprisesinvolved in
industrial processes, mining, manufacturing, production agriculture,
information technology,biotechnology,serviceas a medicalfacility or other
industrial or technologysectors,asdefinedby thedepartment,to acquireand
install new machinery and equipmentor upgrade existing machinery and
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equipment, including the acquisition, application and utilization of computer
hardwareand software.

(1) All loansshall besubjectto all of thefollowing conditions:
(i) Be madeto eligible businessenterprisesundertheprovisionsof

this chapter.
(ii) Have a maximumloanceiling of $5,000,000or 50% of thecost

of theproject,whicheveris less.
(iii) Be limited to the purchaseandinstallationof new equipment

and machineryor the upgradeof existing machineryandequipment.
Thissubparagraphincludesthe acquisition,applicationandutilization
of computerhardwareandsoftware.

(iv) Be limited to projectsthat demonstratethecreationor retention
of one job for every $25,000 received from the fund. This
subparagraphdoesnot apply to loans made to businessenterprises
involved in production agriculture or to loans made to medical
facilities.

(v) Havean interestratewhich shallbeestablishedby thesecretary.
(vi) Havea termof not in excessof tenyears.

(2) For loans to medical facilities, loan funds may be usedonly to
finance the acquisition, installation and utilization of machinery and
equipment,including computerhardwareandsoftwarecomponents,to be
usedin the prescribinganddispensingof medicationfor medicalfacility
patients.
(b) Restrictions.—Noloansshallbe madethat do anyof thefollowing:

(1) Cause,aid or assistin, directly or indirectly, therelocationof any
businessenterprisefrom onepartof this Commonwealthto anotherunless
thereis at leasta 25% increasein netemployment.

(2) Supplantfunding that is otherwiseavailable expeditiouslyfrom
privatesectorsourcesoncommerciallyreasonableterms.

(3) Be for thepurposeof refinancinganyportionof the total project
costor otherexistingloansor debt.

(4) Be for the purpose of financing projects located outside the
geographicboundariesof this Commonwealth.

(5) Be for the purposeof paying off a creditor that is inadequately
securedandis in a positionto sustainaloss.

(6) Be for the purposeof repayinga debt owed to a small business
investmentcompany.

(7) Provide funds for speculationin any kind of property, real or
personal,tangibleor intangible.
(c) Security.—All loans shall be securedby no less than a secondlien

position on the equipment purchasedand other sufficient collateral as
determinedby thesecretary.
§ 2906. Applicationandadministration.
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(a) Procedures.—Applicationand administrationproceduresfor fund
loansshall beestablishedby the secretary.

(b) Receipt.—Thesecretaryshall receive applicationsfrom eligible
businessenterprisesfor machineryandequipmentloans.Applicationsshall
be madeto the secretary in the form and manneras the departmentmay
require.

(c) Investigation.—Uponreceiptof the application,the secretaryshall
investigateandreview the applicationandeitherapproveor disapprovethe
loan applicationby proper action of the department.The decisionof the
secretaryshallbebased,in wholeor in part,uponthefollowing criteria:

(1) Ability of the applicantto meetand satisfy all debt serviceas it
becomesdueandpayable.

(2) Sufficiency of available collateral, including satisfactory lien
positionson realandpersonalproperty.

(3) Eligibility of the applicantas a businessenterpriseinvolved in
industrial processes,manufacturing, mining, production agriculture,
information technology,biotechnology,servicesas a medical facility or
otherindustrialor technologysectorsasdefinedby thesecretary.

(4) Sufficient evidencethat funds shall be used only to acquireand
install new equipmentandmachineryor upgradeexistingequipmentand
machinery, including the acquisition, application and utilization of
computerhardwareandsoftware.

(5) Capitalneedsof theapplicant.
(6) Conformityof theprojectto theprovisionsof this chapter.
(7) Relevantcriminal andcredit history and ratings of applicantas

determinedfrom outsidecreditreportingservicesandothersources.
(8) Numberof net employmentopportunitiescreatedand retainedby

the proposedproject. This paragraphdoes not apply to business
enterprisesinvolved inproductionagricultureor medicalfacilities.

(9) Supportingevidencethat the loan projectwill increasethefirm’s
competitivenessandvalueaddedwithin its respectiveindustry.

(10) Explanationof how the loan will aid the Commonwealthin its
efforts to assistbusinessenterprisesto increasetheir productivity and
improve the future competitive position of this .Commonwealth’s
industries.

(11) Compliance with the loan amount limitations provided for
machineryandequipmentloans.

(12) Payment to date of all tax obligationsdue and owing to the
Commonwealthor anypolitical subdivisionthereof.

(13) Conformity of all aspectsof the loan transactionwith the
substantiveand proceduralprovisions of this chapter and regulations
promulgatedhereunder.

(14) Such information and documentationas the secretary shall
require.
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(d) Notification.—The secretary shall notify the applicant of final
approvalor disapprovalof the loan applicationwithin a reasonableperiodof
timefollowing the receiptof theapplication.In the case of approval-ofa loan
application,thesecretaryshallarrangeto drawtheloan amountfrom thefund
andadvancethe sumto therecipient. Theadvanceshallbemadeavailablein
the form of a loan transaction,which loan shall be evidencedby a note
executedby the recipient and securedin a manneras the secretaryshall
require in conformityin all respectsto the loanasapprovedby thesecretary.

(e) Policy requirementsandreport.—All loans shallbe administeredand
monitoredby the departmentin accordancewith thepolicies andprocedures
prescribedby the secretary.On or before September1 of eachyear, the
secretaryshallpreparea reportthat includesthe following:

(1) Eachoutstandingloan.
(2) Thedateof approval.
(3) Theoriginal principalbalance.
(4) Thecurrentprincipalbalance.
(5) Theinterestrate.
(6) Thepurposefor whichtheloanwasmade.
(7) An enumerationof any problemsor issueswhich havearisenwith

regardto eachloan.
(8) A statementregardingthe progressof the businessenterprisein

creatingandretainingits requisitenumberof employmentopportunities.
(9) Such other information anddocumentationas the secretaryshall

require.
(t) Penalty for noncompliance.—Inthe eventthat a loan recipientshall

notcomply with its approvedapplicationby failing to createor preservethe
numberof employmentopportunitiesspecified in its approvedapplication,
thesecretaryshall imposea penaltyequalto an increasein the interestrateto
2% greaterthan the currentprime interestrate for theremainderof the loan
unlessthe penaltyis waived by the secretarybecausethe failure is due to
circumstancesoutsidethe control of the loanrecipient.The penalty shall be
payablein installmentsthat the secretarydeemsappropriate.
§ 2907. Powersof secretary.

The secretaryshall have and may exercise all powers and authority
necessaryto the proper administrationand implementationof this chapter
andshall havetheauthority to adoptpolicies,proceduresandguidelinesand
promulgaterulesandregulationsnecessaryto effectuatetheprnvisions-ofthis
chapter.
§ 2908. Reportingand inspection.

(a) Inspection.—Eachbusinessenterprisewhich appliesfor or receives
assistanceunder this chapter,upon reasonablerequestof the department,
shall permit duly authorizedemployeesof the departmentto inspect the
plant,booksandrecordsof thebusinessenterprise.
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(b) Updating.—Eachbusinessenterpriseshall updatethe information
given to thedepartmentin its applicationif conditionschangeor to theextent
that the information givenoriginally becomesinaccurateor misleading.

(c) Periodic reports.—Eachrecipientof assistanceunder this chapter
shall provide the departmentwith periodicfinancial reportsas the secretary
mayrequireuntil suchtimeasthe loan is paidoff.
§ 2909. Nondiscrimination.

No loan shall be made to a businessenterpriseunless the business
enterprise certifies to the department, in a form satisfactory to the
department,that it shall not discriminate against any employeeor any
applicantfor employmentbecauseof race,religion,color, nationalorigin, sex
or age.Thebusinessenterpriseshall also certify to the departmentthat it is
not currently undercitation for pollution violationsand that in thefuture it
will meetall applicableantipollutionstandards.
§ 2910. Conflict of interest.

No employeeof the departmentshall, either directly or indirectly, be a
party to or haveany financial interestin anycontractor agreementarising
pursuantto this chapter.
§ 2911. Reportsto GeneralAssembly.

(a) Annual reports.—Onor before September1 of each year, the
secretaryshall provideareportto theSecretaryof theSenateandto theChief
Clerk of theHouseof Representatives.The reportshall describeall relevant
activities of the departmentpursuantto this chapterand shall include the
following:

(1) List of businessenterprisesreceiving loans from the fund and the
amountsandtermsof this assistance.

(2) Loan amountsrepaid. Information under this paragraphmay be
reportedin theaggregate.

(3) Loans outstanding, balancesdue and any penalties imposed.
Informationunderthis paragraphmay bereportedin the aggregate.

(4) Jobs createdby businessesreceiving funds in previousyears.
Informationunderthis paragraphmaybereportedin theaggregate.

(5) Otherrelevantinformation as determinedby thesecretary.
(b) Availability of departmentalreports.—Reportspreparedby the

secretaryundersection 2906(e)(relatingto applicationandadministration)
shallbemadeavailableuponrequestto membersof theGeneralAssembly.
§ 2912. Guidelines.

Thedepartmentshalldevelopwritten guidelinesfor the implementationof
this chapter.

PARTIV
ECONOMICDEVELOPMENTFINANCING
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CHAPTER31
FAMILY SAVINGS ACCOUNT

(Reserved)

CHAPTER33
ECONOMICENHANCEMENT

(Reserved)

CHAPTER35
KEYSTONEOPPORTUNITYZONES

(Reserved)

CHAPTER37
KEYSTONEINNOVATION ZONES

Sec.
3701. Scope.
3702. Definitions.
3703. Program.
3704. Assistance.
3705. Keystoneinnovationgrants.
3706. Keystone innovation zone tax credits.
3707. Guidelines.
3708. Annualreport.

§ 3701. Scope.
Thischapterrelatesto theKeystoneInnovationZoneProgram.

§ 3702. Definitions.
Thefollowing wordsandphraseswhenusedin this chaptershall havethe

meaningsgiven to them in this section unlessthe contextclearly indicates
otherwise:

“Institution of highereducation.” A public or private institution within
this Commonwealthauthorizedby the Departmentof Educationto grantan
associatedegreeor higher degree.The term includesbranch or satellite
campusof the institution.

“Keystone innovation zone.” A clearly definedcontiguousgeographic
areacomprisedof portionsof oneor morepolitical subdivisions.

“Keystoneinnovationzonecompany.” A for-profit businessentitywhich
is all of thefollowing:

(1) Locatedwithin akeystoneinnovationzone.
(2) Hasbeenin operationfor less than eightyears.
(3) Falls within oneof thetargetedindustrysegmentsadoptedby the

keystoneinnovationzonepartnershipin its strategicplan.
“Keystoneinnovationzonecoordinator.” A nonprofitorganizationwhich

is all of thefollowing:
(1) Not an institutionof highereducation.
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(2) Chosenby a keystoneinnovation zonepartnershipandagreedto
by the departmentto administer the activities of a keystoneinnovation
zone.
“Keystoneinnovationzonepartnership.”Any associationor group which

is all of thefollowing:
(1) Comprisedof at least one institution of highereducationand a

combination of private businesses,business support organizations,
commerciallendinginstitutions,venturecapitalcompanies,angelinvestor
networksor foundations.

(2) Formed for the creation and administration of a keystone
innovationzone.
“KIZ.” A keystoneinnovationzone.
“KIZ company.” A keystoneinnovationzonecompany.
“KIZ coordinator.” A keystoneinnovationzonecoordinator.
“KIZ partnership.”A keystoneinnovationzonepartnership.

§ 3703. Program.
(a) Establishment.—Thereis establisheda programin the departmentto

be known as the KeystoneInnovation Zone Program.The program shall
provideeconomicassistanceto KIZ companiesfor thepurposeof improving
and encouraging research and development efforts and technology
commercializationefforts resulting in employmentgrowth andrevitalization
of communities.

(b) Application.—A keystoneinnovation zonepartnershipmay apply to
thedepartmentto establisha keystoneinnovationzone.All applicationsmust
be receivedby July 1, 2007,be on theform requiredby the departmentand
includeanddemonstrateall of thefollowing:

(1) TheKIZ coordinator’snameandaddress.
(2) A statementthat theapplicantis a KIZ partnershipandthe identity

of its members.
(3) The geographicboundariesof the proposedkeystoneinnovation

zone.
(4) A copy of a written strategic plan adopted by the KIZ partnership

describingthetargetedindustrysegmentswhichtheKIZ will foster.
(5) Any otherinformation requiredby thedepartment.

(c) Review and designation.—Thedepartment shall review the
application.Upon being satisfiedthat all requirementshavebeenmet, the
departmentmay approve the application. If the departmentapprovesthe
application,the departmentshall designatethe identified areaasa keystone
innovation zone and accept the organization designated as the KIZ
coordinatorfor thezone.
§ 3704. Assistance.

(a) Existing programs.—AKIZ companyshall be eligible and may be
given priority considerationin applying for assistanceunder any of the
following:
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(1) This title.
(2) The act of May 17, 1956 (1955 P.L.1609,No.537),known as the

PennsylvaniaIndustrialDevelopmentAuthority Act.
(3) The act of August 23, 1967 (P.L.251, No.102), known as the

EconomicDevelopmentFinancingLaw.
(4) The act of June22, 2001 (P.L.569,No.38),known as The Ben

FranidinTechnologyDevelopmentAuthority Act.
(5) The act of June29, 1996 (P.L.434,No.67), known as the Job

EnhancementAct.
(6) Theact of June26, 2001 (P.L.755,No.77),known asthe Tobacco

SettlementAct.
(7) Any otheract enactedafter the effectivedate of this subsection

which haseconomicdevelopmentassistanceasits primaryobjective.
(b) Loansof the PennsylvaniaIndustrial DevelopmentAuthority.—The

boardof the PennsylvaniaIndustrial DevelopmentAuthority may provide
loansto entitiesfor landand structures,including structuresproviding space
for research and development activities, in which, when completed, at least
one KIZ company will be located. If the structure is intended to
accommodate more than one KIZ company, at least 80%of the space in the
structure must be leased to KIZ companies. The board may establish the
eligibility criteria, the interestrate,the loantermandtheparticipationrateto
be applied to these projects.

(c) KIZ operation grants.—
(1) The Ben Franklin Technology Development Authority may

provide an annual KIZ operation grant of up to $250,000 to a keystone
innovation zone coordinator for administrative costs incurred in
establishing and implementing the keystone innovation zone.

(2) In subsequent years, a grant shall be reduced in accordance with all
of the following:

(i) By 25% of the initial amount in the second year.
(ii) By 50%of the initial amount of the grant in the third year.
(iii) By 75%of the initial amount of the grant in the fourth year.

(3) The Ben Franklin Technology Development Authority shall
develop guidelines for the application, receipt and use of operation grant
funds.

§ 3705. Keystone innovation grants.
(a) Grants.—The department may provide keystone innovation grants to

institutions of higher education to facilitate technology transfer, including
patent filings, technology licensing, intellectual property and royalty
agreements and other designated resource needs. The application must be on
the form required by the department and must include or demonstrate all of
the following:

(1) The applicant’s name and address.
(2) The KJZ partnership of which the applicant is a member.
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(3) A written proposal.Theproposalmuststateall of thefollowing:
(i) The technology transfer activities to be undertaken.The

activities may include the addition of personnelwho are directly
relatedin transferringtechnologyto the local businesses.

(ii) The quantifiablegoalsandobjectivesto beachieved.
(iii) How theactivities,goalsandobjectiveswill integratewith the

strategicplan adoptedfor theIUZ.
(iv) The role of the applicant and other membersof the KIZ

partnership.
(4) Identificationof a dollar-to-dollarmatch,which may bein kind if

the departmentdeterminesthat the proposed match can be readily
identifiedandtrackedandwhich is directly relatedto thestatedgoalsand
objectives.

(5) Any otherinformationrequiredby thedepartment.
(b) Approval.—Thedepartmentshall review the applicationand, upon

being satisfied that all requirementshave been met, the departmentmay
approvetheapplication.Prior to releasinggrant funds,the departmentshall
enter into a contract with the applicant that contains all of the following:

(1) The grant may not exceed $250,000 per year.
(2) Grants under this program shall not exceed $750,000 in the

aggregate per applicant under this program.
(3) The aggregate amount of grants awarded to all applicants under

this subsection shall not exceed $10,000,000 under this program.
(c) Penalty.—

(1) Except as provided in paragraph (2), the department shall impose a
penalty upon a recipient of a grant for any of the following:

(i) If the recipient fails to use the grant for the technology transfer
activities specified in the application.

(ii) If the recipient’s membership in the KIZ partnership is
terminated voluntarily or involuntarily.
(2) The department may waive the penalty required by paragraph (1) if

the department determines that the failure was due to circumstances
outside the control of the grant recipient.

(3) A penalty imposed under paragraph (1) shall be equal to the full
amount of the grant received plus an additional amount of up to 10% of
the amount of the grant received. The penalty shall be payable in one
lump sum or in installments, with or without interest, as the department
deems appropriate.

§ 3706. Keystone innovation zone tax credits.
(a) Tax credit.—A KIZ company may claim a tax credit equal to 50% of

the increase in the IUZ company’s gross revenuesin the immediately
preceding taxable year attributable to activities in the KIZ over the KIZ
company’s gross revenues in the second preceding taxable year attributable
to its activities in the KIZ. A tax credit for a KIZ company shall not exceed
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$100,000annually.For the purposesof the keystoneinnovation zone tax
credit, the term “gross revenues”may include grantsreceivedby the KIZ
companyfrom anysourcewhatsoever.

(b) Application for tax credit.—AKIZ companymay file an application
for a tax credit with the department.An applicationunder this subsection
must be filed by September15 of each year for the prior taxable year,
beginningSeptember15, 2006.The applicationmustbesubmittedon a form
requiredby thedepartmentandmustbe accompaniedby a certificationfrom
the KIZ coordinatorthat the KIZ companyfalls within a targetedindustry
segmentidentifiedin the strategicplan adoptedby theKIZ partnership.The
departmentshall review the applicationand, upon being satisfied that all
requirementshavebeenmet,thedepartmentshallissuea tax creditcertificate
to the KIZ company.All certificatesshall be awardedby December15 of
eachyear.

(c) Limitation on tax credits.—
(1) The total amountof tax creditsapprovedby the departmentshall

notexceed$25,000,000for anyonetaxableyear.
(2) If $25,000,000of the tax credits are not approvedfor any one

taxableyear, the unusedportion shall not be availablefor usein future
taxableyears.

(3) If the total amountof tax creditsapplied for by all taxpayersfor
any one taxableyear exceeds$25,000,000,then the tax credit to be
receivedby eachapplicantshallbedeterminedas follows:

(i) Divide:
(A) theeligible tax creditappliedforby theapplicant;by
(B) the total of all eligible tax credits applied for by all

applicants.
(ii) Multiply:

(A) thequotientundersubparagraph(i); by
(B) $25,000,000.

(d) Applicationof tax creditandelection.—Atax credit approvedunder
this section must be first applied against the KIZ company’s tax liability
underArticle III, IV or VI of the actof March4, 1971 (P.L.6, No.2), known
as the Tax ReformCodeof 1971, for the taxableyear during which the tax
creditis approved.If theamountof tax liability owedby the KIZ company is
less than the amountof the tax credit, the KIZ companymay electto carry
forward the amount of the remainingtax credit for a period not to exceed
four additional taxableyears and to apply the credit against tax liability
incurredduring thosetax years;or the KIZ companymay elect to sell or
assign a portion of the tax credit in accordancewith the provisions of
subsection(I). A KJZ company may not carry backor obtain a refund of an
unusedkeystoneinnovationzonetax credit.

(e) PennsylvaniaS corporationshareholderpass-through.—
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(1) If a Pennsylvania S corporation does not have an eligible tax
liability against which the tax credit may be applied, a shareholder of the
PennsylvaniaS corporationis entitled to a tax credit equalto the product
of:

(i) the tax credit determined for the Pennsylvania S corporation for
the taxable year; and

(ii) the percentage of the Pennsylvania S corporation’s distributive
income to which the shareholder is entitled.
(2) The credit provided under paragraph (1) is in addition to any tax

credit to which a shareholder of the Pennsylvania S corporation is
otherwise entitled. However, a Pennsylvania S corporation and a
shareholderof thePennsylvaniaS corporationmay not claim a tax credit
under this sectionfor thesameactivity.
(I) Saleor assignmentof tax credit.—

(1) Upon application to and approval by the department, a KIZ
companywhich hasbeenawardeda tax creditmay sellor assign,in whole
or in part, the tax credit granted to the KIZ company. The application
must be on the form required by the department and must include or
demonstrate all of the following:

(i) Theapplicant’snameandaddress.
(ii) A copy of the tax credit certificate previously issued by the

department.
(iii) A statement as to whether any part of the tax credit has been

applied to tax liability of the applicant and the amount so applied.
(iv) Any other information required by the department.

(2) The department shall review the application and, upon being
satisfied that all requirements have been met, the department may approve
the application and shall notify the Departmentof Revenue.
(g) Use of sold or assigned tax credit.—The purchaser or assignee of all

or a portion of a keystone innovation zone tax credit under this sectionshall
claim the credit in the taxable year in which the purchase or assignment is
made. The purchaser or assignee of a tax credit may use the tax credit against
any tax liability of the purchaser or assignee under Article III, IV, VI, VII,
VIII, IX or XV of the Tax Reform Code of 1971. The amount of the tax
credit used. may not exceed 75%of the purchaser’s or assignee’s tax liability
for the taxable year. The purchaser or assignee may not carry over, carry
back, obtain a refund of or assign the keystone innovation zone tax credit.
The purchaser or assignee shall notify the department and the Department of
Revenue of the seller or assignor of the keystone innovation zone tax credit
in compliance with procedures specified by the department.
§ 3707. Guidelines.

Before any keystone innovation zone is approved by the department, the
department shall approve written guidelines for the program and shall
provide a copy of the guidelines to the Majority Leader and Minority Leader
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of the Senate,the Majority Leaderand Minority Leaderof the Houseof
Representatives,the chairmanandminority chairmanof the Appropriations
Committeeof the Senateand the chairmanand minority chairmanof the
AppropriationsCommitteeof theHouseof Representatives.
§ 3708. Annualreport.

The department shall submit an annual report to the Secretary of the
Senate and the Chief Clerk of the House of Representatives indicating the
effectivenessof the keystoneinnovation zone tax credit provided by this
chapter by December31 of each year, beginning December31,. 2007.
Notwithstandingany law providingfor the confidentialityof tax records,the
report shall include the namesof all taxpayersawardedthe credits, all
taxpayersutilizing thecredits,the amountof creditsapprovedandutilized by
eachtaxpayerandthe ‘locations of the KIZ companiesawardedthe credits.
The reportshallbea public document.

Section3. Repealsare asfollows:
(1) The following provisionsof the act of June29, 1996 (P.L.434,

No.67), known as the Job Enhancement Act, are repealed:
(i) Chapter3.
(ii) Chapter7.
(iii) Chapter13.
(iv) Chapter17.
(v) Chapter30.

(2) All acts and parts of acts are repealedinsofar as they are
inconsistentwith this act.
Section 4. Chapters3, 7, 13, 17 and 30 of the act of June29, 1996

(P.L.434,No.67),known astheJobEnhancementAct, areáontinuedby this
codificationas follows:

(1) The additionof 12 Pa.C.S.Ch. 3 is a continuationof Chapter3 of
theJobEnhancementAct. Thefollowing apply:

(i) Exceptas otherwiseprovidedin 12 Pa.C.S.Ch. 3, all activities
initiated underChapter3 of the JobEnhancementAct shall continue
andremain in full force and effect and may be completed under 12
Pa.C.S. Ch. 3. Orders, regulations, rules and decisions which were
madeunderChapter3 of the JobEnhancementAct andwhich are in
effect on theeffectivedateof section2(1)(i) of this act shall remainin
full force and effect until revoked, vacatedor modified under 12
Pa.C.S. Ch. 3. Contracts, obligations and collective bargaining
agreementsenteredinto under Chapter3 of theJob EnhancementAct
are not affected nor impaired by the repeal of Chapter 3 of the Job
EnhancementAct.

(ii) Except as set forth in subparagraph(iii), any‘difference in
• language between 12 Pa.C.S. Ch. 3 and Chapter 3 of the Job

EnhancementAct is intended only to conform to the style of the
PennsylvaniaConsolidatedStatutesand is not intendedto changeor
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affectthe legislative intent, judicial constructionor administrationand
implementationof Chapter3 of theJobEnhancementAct.

(iii) Subparagraph (ii) does not apply to the addition of 12 Pa.C.S.
§ 303.
(2) Theadditionof 12 Pa.C.S.Ch. 5 is a continuationof Chapter17 of

theJobEnhancementAct. Thefollowing apply:
(i) All activities initiatedunderChapter17 of theJobEnhancement

Act shall continueand remain in full force and effect and may be
completedunder 12 Pa.C.S.Ch. 5. Orders, regulations, rules and
decisionswhich weremadeunderChapter17 of theJobEnhancement
Act and which are in effect on the effective date of section 2(1)(iv) of
this act shall remainin full force andeffect until revoked,vacatedor
modified under 12 Pa.C.S. Ch. 5. Contracts, obligations and collective
bargaining agreementsentered into under Chapter 17 of the Job
EnhancementAct are not affected nor impaired by the repeal of
Chapter17 of theJobEnhancementAct.

(ii) Except as set forth in subparagraph(iii), any differencein
language between 12 Pa.C.S. Ch. 5 and Chapter 17 of the Job
Enhancement Act is intended only to conform to the style of the
Pennsylvania Consolidated Statutes and is not intended to change or
affect the legislative intent, judicial construction or administration and
implementation of Chapter 17 of the Job Enhancement Act.

(iii) Subparagraph (ii) does not apply to the following:
(A) The addition of 12 Pa.C.S. § 502.
(B) The addition of 12 Pa.C.S. § 503.

(iv) The membersof the Small BusinessCouncil in office on the
effectivedate of section 3(2)(iv) of this act shall continue in office
under the addition of 12 Pa.C.S. Ch. 5.
(3) The additionof 12 Pa.C.S.Ch. 21 is a continuationof Chapter7 of

the Job Enhancement Act. The following apply:
(i) Except as otherwise provided in 12 Pa.C.S. Ch. 21, all activities

initiated under the Chapter 7 of the Job Enhancement Act shall
continue and remain in full force and effect and may be completed
under 12 Pa.C.S. Ch. 21. Orders, regulations, rules and decisions
which were made under Chapter 7 of the Job Enhancement Act and
which are in effect on the effective date of section 2(1 )(ii) of this act
shall remain in full force andeffect until revoked, vacated or modified
under 12 Pa.C.S. Ch. 21. Contracts, obligations and collective
bargaining agreementsentered into under Chapter 7 of the Job
Enhancement Act are not affected nor impaired by the repeal of
Chapter 7 of the Job Enhancement Act.

(ii) Except as set forth in subparagraph (iii), any difference in
language between 12 Pa.C.S. Ch. 21 and Chapter 7 of the Job
EnhancementAct is intended only to conform to the style of the
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PennsylvaniaConsolidatedStatutesand is not intendedto changeor
affect the legislativeintent, judicial construction or administration and
implementation of Chapter 7 of the Job Enhancement Act.

(iii) Subparagraph (ii) does not apply to any of the following
provisions:

(A) The addition of 12 Pa.C.S. § 2 106(2).
(B) The addition of 12 Pa.C.S. § 2109.

(4) The addition of 12 Pa.C.S. Ch. 23 is a continuation of Chapter 13
of the Job Enhancement Act. The following apply:

(i) Except as otherwise provided in 12 Pa.C.S. Ch. 23, all activities
initiated under Chapter 13 of the Job EnhancementAct shall continue
and remain in full force and effect and may be completed under 12
Pa.C.S. Ch. 23. Orders, regulations, rules and decisions which were
made under Chapter 13 of the Job Enhancement Act and which are in
effect on the effective date of section 2(1 )(iii) of this act shall remain in
full force and effect until revoked, vacatedor modified under 12
Pa.C.S. Ch. 23. Contracts, obligations and collective bargaining
agreementsenteredinto underChapter13 of theJobEnhancementAct
are not affectednor impairedby the repealof Chapter13 of the Job
Enhancement Act.

(ii) Except as set forth in subparagraph (iii), any difference in
languagebetween 12 Pa.C.S. Ch. 23 and Chapter 13 of the Job
EnhancementAct is intendedonly to conform to the style of the
PennsylvaniaConsolidatedStatutesand is not intendedto changeor
affect the legislative intent, judicial constructionor administrationand
implementationof Chapter13 of theJobEnhancementAct.

(iii) Subparagraph(ii) does not apply to any of the following
provisions:

(A) Theadditionof 12 Pa.C.S.§ 2305(a).
(B) The addition of 12 Pa.C.S. § 2306(a), (b), (c) and (e).
(C) The addition of 12 Pa.C.S. § 2308(a),(b) and(c).
(D) The addition of 12 Pa.C.S. § 2309(b).
(E) The addition of 12 Pa.C.S. § 2310(b).

(iv) In continuationof section 1302 of the JobEnhancementAct,
all funds, accounts, assets, encumbrances and liabilities located in or
associatedwith the Air Quality ImprovementFund, the StorageTank
Loan Fund and the Recycling Incentive Development Account shall be
transferred to the Pollution Prevention Assistance Account and shall be
administered in accordance with 12 Pa.C.S. §~2304 and2309. The
Department of Community and Economic Development shall report
annually to the Departmentof EnvironmentalProtectionon the status
of the Pollution PreventionAssistanceAccount and the loans made
under 12 Pa.C.S.§ 2309.
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(v) In continuation of section 1309(a) of the Job Enhancement Act,
as of July 1, 1997, all funds, accounts, assets, encumbrances and
liabilities locatedin or associatedwith the CapitalLoan Fundshall be
transferred to the Small Business First Fund and shall thereafter be
administeredin accordancewith 12 Pa.C.S.Ch. 23.

(vi) In continuationof section1309(b)of theJobEnhancementAct,
annuallyon July 1, the State Treasurer may transfer, upon approval by
the Governor, up to $2,000,000 from the Hazardous Sites Cleanup
Fund into the Pollution PreventionAssistanceAccount. This transfer
shallbe inadditionto otherappropriations,Federalfunding andprivate
contributionsreceivedby the account.
(5) The additionof 12 Pa.C.S.Ch. 29 is a continuationof Chapter30

of the Job Enhancement Act. The following apply:
(i) Exceptasotherwiseprovidedin 12 Pa.C.S.Ch. 29, all activities

initiated underChapter30 of the JobEnhancementAct shall continue
andremain in full force andeffect andmay be completedunder 12
Pa.C.S. Ch. 29. Orders, regulations, rules and decisionswhich were
made under Chapter 30 of the Job Enhancement Act andwhich are in
effect on the effective date of section 2(l)(v) of this act shall remain in
full force and effect until revoked, vacatedor modified under 12
Pa.C.S. Ch. 29. Contracts, obligations and collective bargaining
agreementsenteredinto underChapter30 of the JobEnhancementAct
are not affectednor impaired by the repealof Chapter30 of theJob
EnhancementAct.

(ii) Exceptas set forth in subparagraph(iii), any differencein
languagebetween 12 Pa.C.S.Ch. 29 and Chapter 30 of the Job
EnhancementAct is intended only to conform to the style of the
PennsylvaniaConsolidatedStatutesand is not intendedto changeor
affect the legislative intent, judicial constructionor administrationand
implementationof Chapter30 of theJobEnhancementAct.

(iii) Subparagraph(ii) doesnotapply to anyof thefollowing:
(A) The additionof thedefinitionsof “businessenterprise”and

“medical facility” in 12 Pa.C.S.§ 2902.
(B) The additionof 12 Pa.C.S.§ 2905(a)and (c).
(C) The following provisions in the addition of 12 Pa.C.S.

§ 2906:
(I) Subsection(c)(3), (4) and(8).
(II) Theintroductoryparagraphof subsection(e).

(D) The following provisions in the addition of 12 Pa.C.S.
§ 2911:

(I) The introductory paragraph of subsection (a).
(II) Paragraphs(2), (3), (4) and(5) of subsection(a).

(E) The additionof 12 Pa.C.S.§ 2912. •
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Section 5. Money appropriated to the Department of Community and
EconomicDevelopmentfor theBaseRetentionandConversionPennsylvania
Action Committeeshallbeusedfor all of thefollowing:

(1) Thedevelopmentof a Statewidestrategy.
(2) Matching grants for economic impact studies, environmental

impactstudies,encroachmentstudies,communityandregionalinteraction
with military bases,infrastructureneedsat military basesandjob training
needsator nearmilitary bases.Grantsunderthis subparagraph:

(i) shall be awarded by the Base Retention and Conversion
PennsylvaniaAction Committee;

(ii) requirea 25%local match;and
(iii) are limited to $75,000 or less per military base.

Section 6. This act shall take effect as follows:
(1) The following provisions shall take effect upon publication of the

guidelinesrequiredby the additionof 12 Pa.C.S.§ 2912:
(i) The additionof 12 Pa.C.S.§~2901 through 2911.
(ii) Section3(1)(v) of this act.
(iii) Section4(5) of this act.

(2) The additionof 12 Pa.C.S.§~3705 and3706 shalltakeeffectJuly
1, 2004.

(3) Theremainderof this actshalltakeeffect immediately.

APPROVED—The12thdayof February,A.D. 2004.

EDWARD G. RENDELL


