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Section I – General

A.  Introduction

The Ma chin ery and Equip ment Loan Fund (MELF), which is ad min is tered by the De part ment of
Com mu nity and Eco nomic De vel op ment (the De part ment), is de signed to stim u late the growth and as sist in 
the re ten tion of Penn syl va nia busi nesses.  The pro gram pro vides low-in ter est loan fi nanc ing for a por tion
of the cost of ma chin ery and equip ment pur chases to el i gi ble busi nesses that com mit to cre at ing or
re tain ing jobs within the Com mon wealth.  MELF may be used in con junc tion with other state fi nanc ing
pro grams or with pro grams op er ated by lo cal or re gional eco nomic de vel op ment pro vid ers.

In or der to better serve the needs of man u fac tur ers and oth ers who must make sub stan tial cap i tal
in vest ments in or der to re main com pet i tive in the global mar ket place, Act 12 of 2004 amended the MELF
law to in crease the max i mum loan amount and to add new el i gi ble busi nesses and el i gi ble ac tiv i ties. 
In for ma tion tech nol ogy com pa nies, bio tech nol ogy com pa nies and li censed hos pi tals are now el i gi ble to
re ceive MELF fund ing.  The Gov er nor’s stim u lus pack age in cludes ad di tional fund ing for the MELF
program to assist with these larger projects.  

B.  Eligibility

1. Eligible Applicants

a. Applicants must be for-profit business enterprises or medical facilities whose project is or will be
lo cated within the Com mon wealth of Penn syl va nia. If the busi ness ap ply ing for MELF is a
sub sid iary, its par ent com pany must also be a for-profit busi ness en ter prise.

A medical facility is an entity licensed as a hospital under the Public Welfare Code or the Health
Care Facilities Act.

b. In addition, an applicant must engage in one or more of the following ac tiv i ties at the pro ject site: 
man u fac tur ing, in dus trial pro cesses, min ing, pro duc tion ag ri cul ture, in for ma tion tech nol ogy,
bio tech nol ogy, ser vices as a med i cal fa cil ity, or other in dus trial or tech nol ogy sec tors as defined by 
the Secretary. 

Agricultural production is defined as an enterprise involved in the management and use of a normal 
agricultural operation for the production of a farm commodity. A farm commodity is defined as 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. The enterprise may not be less than 10 contiguous 
acres in area unless it has an anticipated yearly gross income of at least $10,000.

Industrial processes do not include mercantile, commercial, or retail business. Examples may
include warehouse and terminal facilities, office buildings utilized as national or regional
headquarters, and computer or clerical operations centers.

Information technology may include an enterprise engaged in the development of computer
software; business to business computer related consulting solutions, including but not limited to
network development or e-business applications or development of custom programs for
businesses. Computer training providers are not eligible under this category.
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2. Eligible Activities

a. MELF financing is available to eligible applicants that are acquiring and in stall ing new or used
ma chin ery and equip ment that is di rectly re lated to the business pro cess.  This in cludes
en vi ron men tally es sen tial equip ment with out which the pro cess could not pro ceed.  The pur chase
of mo bile equip ment is el i gi ble only if the equip ment will not be ti tled or reg is tered for high way
use.

b. Fi nanc ing is also avail able to el i gi ble busi nesses to up grade ex ist ing ma chin ery and equip ment that 
is di rectly re lated to the business pro cess.

c. A medical facility may only use MELF funds for the acquisition and installation of equipment and
technology necessary to comply with FDA requirements regarding pharmaceutical management.

d. The ap pli cant or an af fil i ate must plan to own the ma chin ery and equip ment that is be ing pur chased 
or up graded through an out right pur chase, or through a lease/pur chase agree ment, or in stall ment
sale agree ment un der which the ap pli cant is treated as the owner of the ma chin ery and equip ment
for ac count ing and tax pur poses.  The pur chase for fair mar ket value of ma chin ery and equip ment
cur rently in pos ses sion of an ap pli cant, pur su ant to the ex er cise of a pur chase op tion under a lease
or similar instrument, may also be eligible.

3. Eligible Costs

a. Machinery and equipment costs may include, but are not limited to, costs of ac qui si tion, de liv ery
and in stal la tion. 

b. The fol low ing lim i ta tions ap ply to el i gi ble costs:

· El i gi ble costs of ma chin ery and equip ment are lim ited to out-of-pocket costs, in clud ing the costs
of clos ing, in curred by an applicant.  Un re al ized ap pre ci a tion in value may NOT be con sid ered in
de ter min ing el i gi ble costs.  Main te nance or over haul of ex ist ing ma chin ery and equip ment is also
not an el i gi ble cost.

· Fees charged to an ap pli cant by bro kers, find ers, and fi nanc ing con sul tants are not el i gi ble pro ject
costs.  Fees pay able to eco nomic de vel op ment agen cies that as sist in the prep a ra tion of the MELF
ap pli ca tion and fees pay able to the De part ment may be in cluded as part of the el i gi ble pro ject cost.

· Costs of an ap pli cants own em ploy ees are treated as work ing cap i tal ex pen di tures and are not an
el i gi ble cost, even if such costs are in curred in con nec tion with the ac qui si tion and in stal la tion of
the ma chin ery and equip ment.

4. Restrictions

a. No Delinquencies.   The applicant and its principals may not be de lin quent or in de fault of any
ex ist ing pri vate or pub lic loan re lat ing to the applicant, un less they have en tered into a work out
agree ment sat is fac tory to the re spec tive cred i tor(s) and are fully in com pli ance with the terms of
that agree ment.   For pur poses of the pro gram, a prin ci pal of an applicant is any re cord or
ben e fi cial owner of 20% or more of an own er ship in ter est in the applicant. 

b. Taxes Cur rent.   The applicant and its prin ci pals must be cur rent in pay ment of all ap pli ca ble state 
and lo cal taxes un less they have en tered into a work out agree ment sat is fac tory to the re spec tive
tax ing au thor ity and are fully in com pli ance with the terms of that agree ment.

c. Con flicts of In ter est.   The applicant and its prin ci pals and man a ge rial of fi cers must dis close any
po ten tial con flicts of in ter est with any officials or employees of the Department.
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C.  Ineligible Applicants and Activities

1. Computer training providers, businesses engaged in service, mercantile, commercial or retail
operations, and personal and professional service entities, except for medical facilities as defined under 
‘eligible applicants’, are not eligible for funding under the MELF program. 

2. Projects relating to any of the following activities are not eligible:

a. Refinancing any portion of the total project cost.

b. Pro jects that have com menced be fore re ceiv ing ap proval of the MELF loan, un less the applicant
has re ceived non-prej u di cial ap proval from the De part ment to com mence.  See the sec tion on
Gen eral Pro gram Re quire ments for further details on the rules relating to commencement.

D.  General Program Requirements

1. Loan Size  
The maximum loan amount is $5,000,000 or 50% of the total eligible project costs, whichever is less.

2. Other Required Investment

a. Loans are made in conjunction with another source or sources of fi nanc ing for the el i gi ble costs
in curred, such as an other lender or eq uity from the own ers or in ves tors. 

b. Funds from other sources must equal at least 50% of el i gi ble pro ject costs.

3. Interest Rate – The interest rate for the loan will be fixed at the time of approval of the loan and
remain fixed for the duration of the repayment term. Interest rates are subject to change based on
market conditions. Contact DCED for the current interest rate.

4. Terms   

a. Up to ten (10) years or the life of the machinery or equipment, whichever is less.  

b. The MELF loan may not exceed the term of any matching sources with a lien prior to or shared
with the MELF loan.

5. Collateral   

a. All loans must be secured with not less than a second lien position on the machinery or equip ment
that is be ing fi nanced.  

b. If nec es sary, the De part ment may re quire the com pany guar an tee, per sonal guar an tees and other
col lat eral.

6. Fees

a. The Department charges a non-refundable loan commitment fee of 1% of the ap proved loan
amount, not to exceed $10,000.  

b. A check in the re quired amount must be made pay able to the Ma chin ery and Equip ment Loan Fund 
and re turned to MELF with the signed and ex e cuted MELF com mit ment let ter.  

c. This loan fee may be included as part of the MELF project cost.

7. Job Creation or Retention   
Except loans to agricultural producers and to medical facilities, for each $25,000 of loan pro ceeds, at
least one full-time job must be cre ated or re tained at the pro ject site within three years af ter the MELF
loan has closed.
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8. Commencement  

a. The Department recognizes the long lead times involved in ordering cer tain ma chin ery and
equip ment.  There fore, the ap pli cant may place or ders for, make se cu rity de pos its on, and ac cept
de liv ery of such ma chin ery and equip ment prior to ap proval of the MELF loan.  How ever, the
ap pli cant is pro ceed ing at its own risk. 

b. The ma chin ery or equip ment may not be in stalled or used prior to ap proval of the MELF loan.  

c. How ever, an applicant may re quest, in writ ing, a non-prej u di cial let ter from the De part ment
re ceiv ing per mis sion for the applicant to in stall and operate equipment prior to approval of the
MELF loan.

9. Aggregate Limits on MELF Financing   
A borrower may not be approved for more than $5,000,000 in financing under the MELF program in
any 36-month period. 

Section II – The MELF Application Process

A.  Single Application 

1. To apply for funding, the applicant must submit the electronic on-line DCED Single Application for
Assistance located at www.esa.dced.state.pa.us. Please send the signature page via US mail to the
address shown at Section II, A.4. following here along with the following required supplemental
information. Please reference the Web ID number on any documents sent with the signature page or via 
e-mail.  

2.  Required supplemental information:

a. Complete (all statements and notes) fiscal year end financial statements (prepared by an
independent certified public accountant) for the prior three years; interim and one year projections
may also be required. Parent companies of applicants must also submit financial information.

b. Start-up businesses must submit a complete set of  projections (3 years prepared by an independent
certified public accountant) with all assumptions listed. Balance sheet, Profit & Loss statement, and 
Cash Flow statements must be included.

c.  A signed and dated personal financial statement (PFS) for any principal. A principal is any
individual having ownership of 20% or more in the business. Do not include a joint PFS if only one 
spouse has an ownership interest in the business.

d. The own er ship break down of the busi ness; list names and the re spec tive per cent age of own er ship,
so cial se cu rity num ber or FEIN.

e. If the pro ject con tem plates bank fi nanc ing and the bank is re quir ing a first or par tic i pat ing first
lien, the ap pli ca tion must in clude a firm bank com mit ment let ter or the ap pli ca tion will not be
ac cepted.
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f. List of the equip ment or ma chin ery that is part of the pro ject re flect ing the cost for each piece of
equip ment, as well the cost for in stal la tion, ship ping, or other nec es sary work in volved in the
pro ject. (Ap prais als may be re quired when MELF is used for the pur chase of used equip ment).
Re mem ber, equip ment or ma chin ery fi nanced by MELF must be di rectly re lated to the
man u fac tur ing or in dus trial pro cess.

g. Brief pro file of the com pany:  date founded, state and date of in cor po ra tion; prod uct de scrip tion;
three ma jor cus tom ers and per cent age of to tal sales to each; to tal num ber of cus tom ers; re sumes of
the prin ci pals/man age ment, and % of sales that is from ex port out side the U.S.A.

h. If the busi ness or an af fil i ate re ceived a pre vi ous MELF loan, in clude the loan num ber, date of
ap proval, amount, and sta tus.

i. In clude a state ment re flect ing the num ber of full time jobs to be re tained and or cre ated within 3
years at the pro ject site, and de scribe the an tic i pated pro duc tiv ity in crease as a re sult of the
fi nanc ing.

j. If ap pli ca ble in clude a let ter from the De part ment per mit ting the com pany to in stall & op er ate the
equip ment prior to MELF ap proval.

k. A com pleted W-9 form.

l. A com pleted Wage Rate Sur vey/Fringe Ben e fit Anal y sis form.

m. Plan ning Dates:  date M & E will be or dered; ex pected de liv ery date; date in stal la tion will be
com pleted; ex pected date for com ple tion of upgrades. 

n. Av er age sal ary of jobs cre ated/re tained, and per cent of em ployee ben e fits based on that sal ary.
Ex am ple:  $20,000 + 20 %.

3. If this is a First Industries Agriculture/MELF application, please attach a de scrip tion of the pro ject 
which dis cusses one or more of the fol low ing (if ap pli ca ble): (a) the im pact on prime farm land; (b) the
readi ness of the pro ject to pro ceed; (c) how the pro ject will pos i tively im pact eco nomic con di tions in
an eco nom i cally dis tressed area of the Com mon wealth; (d) how the pro ject will le ver age sig nif i cant
lo cal match ing funds; (e) how the pro ject dem on strates part ner ships be tween pri vate sec tor
cor po ra tions  and pub lic sec tor and/or non-profit or ga ni za tions; (f) the ad her ence of the pro ject to
sound land use prin ci ples; (g) why the pro ject re quires pub lic fi nan cial as sis tance to move for ward or
to be com pet i tive with sim i lar pro jects in the re gion; and/or (h) if the pro ject is work ing in con junc tion
with other pro grams pro mot ing ur ban and ru ral su per mar ket development, including, but not limited to, 
the Fresh Food Financing Initiative. 

4. Send the signature page and required supplemental information to:

Penn syl va nia De part ment of Com mu nity and Eco nomic De vel op ment
Cus tomer Ser vice Cen ter
Com mon wealth Key stone Build ing
400 North Street, 4th Floor
Har ris burg, Penn syl va nia  17120-0225
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5. Electronic Single Application for Assistance questions should be directed to:

Penn syl va nia De part ment of Com mu nity and Eco nomic De vel op ment
Cus tomer Ser vice Cen ter
Com mon wealth Key stone Build ing
400 North Street, 4th Floor
Har ris burg, Penn syl va nia  17120-0225

Phone: (800) 379-7448 or (717) 787-3405

6. MELF Program inquiries should be directed to:

Penn syl va nia De part ment of Com mu nity and Eco nomic De vel op ment
Ma chin ery and Equip ment Loan Fund
Com mon wealth Key stone Build ing
400 North Street, 4th Floor
Har ris burg, Penn syl va nia  17120-0225

Phone: (717) 787-6245 or 
Fax: (717) 772-2890

B.  DCED Review

1. The De part ment re views each com plete application within thirty (30) work ing days of re ceipt to en sure
com pli ance with the re quire ments of the pro gram and de ter mines if the pro ject is com pet i tive for
fund ing given the avail able ap pro pri a tion.  

2. The De part ment con sid ers the fol low ing cri te ria when eval u at ing an application: 

a. job creation and retention; 

b. job qual ity; 

c. geo graphic im pact of the pro ject; 

d. im pact on state com pet i tive ness; 

e. in vest ment le ver ag ing; 

f. and increase in productivity.

3. Following its review of the application, the Department notifies the business of its determination in
writing.  

If approved, a commitment letter is mailed to the busi ness out lin ing the terms and con di tions of the
loan, and the name of the at tor ney in the De part ments le gal of fice who will co or di nate and sched ule a
loan clos ing.  

4. The com mit ment let ter must be ex e cuted and re turned within 30 days of re ceipt ac com pa nied by a
non-re fund able com mit ment fee (equal to 1% of the MELF loan amount not to exceed $10,000).  A
com mit ment let ter is valid for one year but may be ex tended upon the ap proval of the De part ment.

5. Any ma te rial changes in the ap pli ca tion, col lat eral or terms must be re viewed and ap proved by MELF.
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C.  Procedures for Accessing Funds

1. MELF reviews an affidavit of costs prior to disbursement at closing.

a. MELF funds are disbursed based on a percentage of participation by all sources of funds
com pris ing to tal pro ject cost.  

b. There shall be no more than two (2) disbursements on the MELF loan.

2. Interest is charged to the applicant from the date of the MELF check.  

3. Full loan am or ti za tion be gins as spec i fied in the clos ing doc u ments.  

D.  Limitations and Penalties

1. Three years after the closing date of the MELF loan, MELF will ini ti ate a job sur vey to de ter mine if the 
job pro jec tions have been met.  Fail ure to meet the job pro jec tions may re sult in an in crease in the
in ter est rate to a rate not ex ceed ing two per cent (2%) above the cur rent prime in ter est rate on the
out stand ing prin ci pal for the re main der of the loan un less the De part ment de ter mines that fail ure was
due to cir cum stances be yond the con trol of the busi ness. 

2. Any material misrepresentation in any application or misuse of loan funds for in el i gi ble ac tiv i ties may
be cause for re jec tion of an ap pli ca tion or call ing a MELF loan in de fault.  In ad di tion, the mat ter may
be re ferred to the ap pro pri ate au thor i ties for crim i nal in ves ti ga tion.

3. Bor row ers may pre pay a MELF loan at any time with out fi nan cial pen alty.

4. Upon rea son able re quest of MELF, the bor rower shall per mit duly au tho rized em ploy ees of the
Com mon wealth to in spect the fa cil ity, books and records of the borrower.

5. MELF must receive on an annual basis evidence of Casualty & Comprehensive insurance for the life of 
the loan.  Failure to do so may result in calling the MELF loan in default.

Section III – First Industries Program

Ag ri cul ture and Tour ism – two of  Penn syl va nia's larg est in dus tries – are long time con tri bu tors to the Com -
mon wealth's eco nomic health. Through the First In dus tries Pro gram, low-in ter est loans are be ing made avail -
able to as sist ag ri cul ture and tour ism re lated en ter prises. Funds avail able un der this sec tion shall be
ad min is tered in ac cor dance with Sec tions I – II of these guide lines. Those in stances where the First In dus tries
Pro gram re quire ments dif fer from the Ma chin ery and Equip ment Loan Fund Pro gram re quire ments are iden ti -
fied be low.

A. Eligible Enterprises

To be el i gi ble for First In dus tries funds, a for-profit busi ness en ter prise must be en gaged in one of the
fol low ing ac tiv i ties:

1. Production agriculture, which is the production of farm commodities or farming. Farm commodities
include: agricultural, horticultural, aquacultural, vegetable, fruit and floricultural products; livestock
and meats; wools; hides; furs; poultry and eggs; dairy products; nuts; mushrooms; honey products; and
forest products.
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2. Agribusiness (for example, food processing).

3. The sale of farm commodities at wholesale.

4. The sale of farm commodities at retail by urban and rural supermarkets located in underserved areas.
Supermarkets are retail stores operated on a self-service basis, primarily selling groceries, produce,
meat, baked goods and dairy products. Convenience stores do not qualify as supermarkets. 
Underserved area is defined as a low or moderate income census tract, an area of below average
supermarket density or an area having a supermarket customer base with more than 50% living in a low 
income census tract or other area demonstrated to have significant access limitations due to travel
distance as determined by the CFA.

5. Farmers' markets.

6. Energy-related activities impacting production agriculture or agribusiness.

7. Activities which implement best management practices related to agricultural waste, waste products
and byproducts, or fertilizer.

8. Destination sites located in Pennsylvania, including but not limited to historic, heritage, cultural,
sporting, amusement, nature, outdoor recreational, or retail venues.

9. Hospitality es tab lish ments, in clud ing lodg ing and res tau rants, re tail es tab lish ments, and out door
ac tiv ity-based busi nesses in close geo graphic prox im ity to a Penn syl va nia des ti na tion site or part of the 
mar ket ing ef fort that tar gets a Penn syl va nia des ti na tion site.

10. Businesses that de velop and mar ket travel pack ages for the pur pose of bring ing out of state vis i tors into 
Penn syl va nia to en joy at trac tions and stay in over night, paid ac com mo da tions.

11. Public/pri vate part ner ships formed to en hance or op ti mize the use of Com mon wealth owned re sources
such as state-owned parks and state game lands.

12. Tourism related activities or events that promote overnight visits in Pennsylvania.

B.  Application Evaluation

In ad di tion to DCED’s stan dard eval u a tion of the his tor i cal and fi nan cial per for mance to as sess the abil ity
of a busi ness en ter prise to re pay the MELF loan, the ap pli ca tion will re ceive pri or ity con sid er ation if it
dem on strates one or more of the fol low ing:

For tour ism pro jects – 

1. The project will demonstrate a significant economic impact to the Commonwealth or the host
municipality in which it will be located, and it will enhance the tourism industry within the
Commonwealth.  

2. The project will result in cost-effective and efficient marketing of regional assets related to tourism.

3. The project will promote a public/private partnership for the utilization of a Commonwealth-owned
resource.

4. The project will generate significant room night demand for overnight accommodations and will draw
tourists from outside a 100-mile radius of the proposed site.

5. The project will define or interpret the heritage of neighborhoods, communities, or regions of the
Commonwealth.
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6. The project will capture the location character.

7. The project is ready to proceed.

8. The project will positively impact economic conditions in an economically distressed area of the
Commonwealth.

9. The project will leverage significant local matching funds.

10. The project adheres to sound land use principles.

11. The project requires public financial assistance to move forward or to be competitive with similar
projects in the region.

For agriculture projects – 

1. The project will demonstrate a significant economic impact to the Commonwealth or the host
municipality in which it will be located, and it will enhance the agricultural industry within the
Commonwealth.  

2. The im pact of the pro ject, if any, on prime farm land. 

3. The pro ject is ready to pro ceed. 

4. The pro ject will pos i tively im pact eco nomic con di tions in an eco nom i cally dis tressed area of the
Com mon wealth. 

5. The pro ject will le ver age sig nif i cant lo cal match ing funds. 

6. The pro ject dem on strates part ner ships be tween pri vate sec tor cor po ra tions and pub lic sec tor and/or
non-profit or ga ni za tions. 

7. The pro ject ad heres to sound land use prin ci ples. 

8. The project requires public financial assistance to move forward or to be competitive with similar
projects in the region. 

9. The project is working in conjunction with other programs promoting urban and rural supermarket
development, including, but not limited to, the Fresh Food Financing Initiative.

C.  Interest Rate

The current in ter est rate for First In dus tries pro jects is 3%. A pro ject in volv ing a farmer or busi ness whose
land is en rolled in a farm land pres er va tion pro gram or an Ag ri cul tural Se cu rity Area (ASA) or a pro ject
in volv ing ur ban or ru ral su per mar kets may re ceive a 1% re duc tion in the in ter est rate nor mally 
as sessed for MELF loans, but the in ter est rate to be ap plied may not be less than 2%.

D.  Application Process

Please refer to Section II - The MELF Application Process.


