PRINTER S NO. 265

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 248 5

| NTRODUCED BY FATTAH, PI EVSKY, FRYER, PERZEL, WESTON AND LI NTON
FEBRUARY 11, 1985

REFERRED TO COW TTEE ON LOCAL GOVERNMENT, FEBRUARY 11, 1985

OCO~NOUITARWNE

AN ACT

Amendi ng the act of July 12, 1972 (P.L.781, No.185), entitled,
as anmended, "An act providing debt limts for |ocal
government units, including nmunicipalities and school
districts; providing the nethods of incurring, evidencing,
securing and collecting debt; defining the powers and duties
of the Department of Community Affairs and certain other
public officers and agencies with respect thereto; exercising
the inherent legislative authority of the General Assenbly by
provi di ng additional over-all limtations on the incurring of
| ease rental and other obligations for the acquisition of
capital assets to be repaid fromthe general tax revenues of
such | ocal governnent units; inposing penalties for filing
false or untrue statenents or refusing to give infornmation
with respect to proceedings for the incurring of debt; and
conferring jurisdiction on the Coomonweal th Court with
respect to certain proceedings relating to the incurring of
debt," further providing for the issue of short-termnotes
not to exceed one fiscal year; and meking editorial changes.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Section 102(a)(1) and (c)(2) of the act of July
12, 1972 (P.L.781, No.185), known as the Local Governnent Unit
Debt Act, reenacted and anended April 28, 1978 (P.L.124, No.52),
are anended and (c) is anmended by adding a clause to read:

Section 102. Definitions.--(a) As used in this act with
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respect to classifications of debt unless the context clearly
ot herwi se requires:

(1) "Debt" nmeans the amount of all obligations for the
paynent of noney incurred by the | ocal governnment unit, whether
due and payable in all events, or only upon the performnce of
wor k, possession of property as | essee, rendering of services by
ot hers, or other contingency, except:

(i) ~current obligations for the full paynment of which
current revenues have been appropriated, including tax

antici pation notes and short-termnotes, and current paynents

for the funding of pension plans;

(ii) obligations under contracts for supplies, services and
pensi ons, allocable to current operating expenses of future
years in which the supplies are to be expended or furnished, the
services rendered or the pensions paid;

(ti1) rentals or paynents payable in future years under
| eases, guaranties, subsidy contracts or other fornms of
agreenent not evidencing the acquisition of capital assets, but
this exception shall not apply to rentals or paynments under such
instruments which would constitute | ease rental debt but for the
fact that the | essor or obligee is not an entity described in
section 104(a)(1); and

(iv) interest or assuned taxes payabl e on bonds or notes
which interest or taxes is not yet overdue.

* %k

(c) As used in this act unless the context clearly otherw se
requires:

* %k

(2) "Bond or note" neans any instrunent issued by a | ocal

government unit inposing an obligation for the repaynent of
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noney borrowed, but does not include a guaranty endorsed on an
i nstrument issued by an authority. Unl ess otherw se indicated,

t he phrase "bonds or notes" does not include short-termnotes or

tax anticipation notes. A bond or a note which falls within the
definition of "security” set forth in [Article 8 of the act of
April 6, 1953 (P.L.3, No.1), known as the "Uniform Comrerci al

Code,"] 13 Pa.C.S. Div. 8 (relating to investnent securities)

shall be governed by said [Article 8] D vision 8 and every ot her

bond or note, including short-termnotes, shall be governed by

[Article 3] 13 Pa.C.S. Div. 3 (relating to commerci al paper),

except in each case as otherw se provi ded herein.

* * %

(14.1) "Short-term notes" neans notes having a termnot in

excess of one year fromthe date thereof and which are i ssued

pursuant to Article V-A hereof.

* * %

Section 2. Sections 105(c) and 413 of the act are anended to
read:

Section 105. Designation of Bonds and Notes; Authority to
| ssue.--* * *

(c) Notw thstanding any other law to the contrary, every
| ocal governnment unit shall have full power and authority to
i ssue bonds or notes, and nmeke guaranties, |eases, subsidy
contracts or other agreenents evidencing the acquisition of
capi tal assets payable out of taxes and other general revenues,
to provide funds for and towards the cost of or the cost of
conpl eting any project or conbination of projects which such
| ocal governnment unit is authorized to own, acquire, subsidize,
operate or |lease, or to participate in owning, acquiring,

subsi di zi ng, operating or leasing with others, to issue tax

19850H0248B0265 - 3 -
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antici pati on notes and fundi ng bonds or notes and short-term

notes as herein provided, and to contract for insurance covering

the risks of nonpaynent of principal, interest and preni um of

bonds, notes, tax anticipation notes, short-termnotes and
guaranties. For the purpose of this act, unless debt evidenced
by a guaranty shall have been approved as electoral debt in
accordance with Article Ill of this act, such guaranty shall be
deened to be nonelectoral debt if the |ocal governnment unit
guaranties its own bonds or notes and shall be deened to be
| ease rental debt if it guaranties the bonds or notes of an
authority or another |ocal government unit. For the purpose of
all other acts such guaranty shall be deened to create debt or
i ndebt edness of the |ocal governnment unit naking the guaranty.
Section 413. Lost, Stolen, Destroyed or Mitil ated Bonds or
Notes.--1f any tenporary or definitive bond or note (including

any tax anticipation note or short-termnote) lawfully issued

under this act or under applicable Iaw prior to the effective
date of this act shall becone nmutilated or be destroyed, stolen
or lost, the local governnent unit shall execute and any sinking
fund depositary, fiscal agent or trustee for bondhol ders shall,
if required, authenticate and deliver a new bond or note, wth
appropriate coupons attached in the case of a bond or note in
coupon form of |ike series and principal anount as the bond or
note and attached coupons, if any, so nutil ated, destroyed,
stolen or |ost, upon surrender and cancell ation of such

nmutil ated bond or note and attached coupons, if any, or in lieu
of and in substitution for the bond or note and coupons, if any,
destroyed, stolen or lost, upon filing with the |ocal governnent
unit, or if so provided in the bond ordi nance, with the sinking

fund depositary, fiscal agent or trustee, evidence satisfactory

19850H0248B0265 - 4 -
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to it, that such bond or note and attached coupons, if any, have
been destroyed, stolen or |ost and proof of ownership thereof
and upon furnishing of satisfactory indemity and conplying with
such ot her reasonabl e regul ations as the |ocal governnment unit
shal |l prescribe, and paying any reasonabl e expenses, including
counsel fees, as the local government unit or the sinking fund
depositary, fiscal agent or trustee nmay incur. Mitilated bonds
or notes and appurtenant coupons, if any, surrendered shall be
cancel l ed. The new bonds or notes and coupons, if any, so issued
shall be independent obligations and all limtations and debt
limts shall be deemed increased to the extent necessary to
val i date such new bonds or notes and any appurtenant coupons.

Section 3. The introductory paragraph of section 414 of the
act is anmended to read:

Section 414. Evidence of Signatures of Hol ders and of

Ownership of Bonds, Notes [and], Tax Anticipation Notes and

Short-Term Not es. -- Any request, consent or other instrunent

whi ch nmay be required or pernmitted to be executed by the hol ders

termnotes) nmay be in one or nore instruments of simlar tenor,

and shall be signed or executed by such holders in person or by
their attorneys appointed in witing. Proof of (i) the execution
of any such instrunment, or of an instrunment appointing any such
attorney, or (ii) the holding by any person of bonds or notes or
coupons appertaining thereto, shall be sufficient for the
pur poses of this act and any proceeding thereunder if made in
the foll ow ng manner:

* x *

Section 4. Section 415 of the act is anmended to read:

Section 415. Odi nances and Resolutions Are Contracts with

19850H0248B0265 - 5 -
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resol ution authorizing or awardi ng bonds or notes or tax

anticipation notes or short-termnotes, the terns thereof and of

this act as in effect when such bonds or notes were authorized
shall constitute a contract between the | ocal governnent unit
and the holders fromtinme to tine of such bonds and notes
subject to nodification by the vote of a ngjority of the hol ders
or such larger portion thereof as may be provided in the bond or
not e.

Section 5. Section 509 of the act, anmended May 22, 1981
(P.L.54, No.19), is anended to read:

Section 509. Unfunded Debt.--For the [purpose] purposes of

this article and of Article V-A, unfunded debt shall nean

obl i gations of the sane or one or nore prior years incurred for

termnotes), due and owi ng or judgnents agai nst the | ocal
government unit entered by a court of conpetent jurisdiction
after adversary proceedi ngs, for the paynent of either of which
category the taxes and other revenues renmaining to be collected
in the fiscal year and funds on hand will not be sufficient

wi thout a curtail nment of nunicipal services to an extent
endangering the health or safety of the public or proper
education of school children, and the | ocal governnment unit
either may not legally levy a sufficient tax for the bal ance of
the fiscal year, or a sufficient tax, if legally |eviable, would
not be in the public interest. Unfunded debt shall not, however,
i ncl ude debt incurred under this act nor obligations in respect
of a project or part of a project as defined in section

102(c)(12) or incurred in respect of the cost of a project as

19850H0248B0265 - 6 -
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defined in section 107.
Section 6. The act is amended by adding an article to read:

ARTICLE V-A

Short - Ter m Not es

Secti on 501-A. Power to | ssue Short-Term Notes; Use of

Proceeds.--(a) Notw thstandi ng any ot her provision of the act,

a |l ocal governnment unit shall have the power and authority, by

resolution of its governi ng body, to:

(1) Borrow noney fromtine to tine in anticipation of the

recei pt of current taxes and current revenues.

(2) Evidence the obligati on by short-term notes,

appropri atel y desi gnat ed.

(3) Authorize, issue and sell such short-termnotes in the

manner and subject to the limtations provided therefor in this

article.

(b)Y The proceeds of the short-termnotes shall be used for

current expenses of the | ocal governnent unit. The short-term

notes shall be repaid out of funds derived fromthe source or

sources in anticipation of which they were i ssued or from any

noneys otherwi se |l egally avail able for such purpose.

(c) Limtations inmposed by this act on the i ncurring of

nonel ectoral debt shall not apply to the obligations evi denced

by short-term notes.

(d) The | ocal governnent unit shall have the power and

authority to enter into agreenents with any banks, trust

conpani es, investnent banking firns or other institutions or

persons in the United States having the power to enter into the

sane and to:

(1) Purchase or underwrite an i ssue or series of issues of

short-term not es.

19850H0248B0265 - 7 -
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(2) Enter into any purchase, |loan or credit agreenents, draw

noneys pursuant to any such agreenents on the terns and

conditions set forth therein, and to i ssue short-term notes as

evi dence of borrowi ngs nmade under any such agreenments.

(3) Appoint an issuing and payi ng agent or agents with

respect to short-term notes.

(4) Do such other acts as nay be necessary or appropriate to

provi de for the paynment, when due, of the interest on and

princi pal of such short-term notes.

(e) The authority to i ssue short-term notes provided in this

article shall be an alternative to the authority granted a | ocal

governnent unit in this act to i ssue bonds or notes or tax

antici pation notes and is not limted by any of such other

provi si ons except as specifically provided in this article.

Secti on 502- A Limtati on on Anount of Short-Term Notes. --No

| ocal governnent unit shall authorize or issue short-term notes

which in the aggregate shall exceed ei ghty-five per cent of the

esti mat ed anount of the then uncoll ected taxes, incone, revenue,

cash receipts, and other nopbneys of the | ocal governnent unit to

be collected or received during the termof such short-term

notes and pl edged for the paynent of such short-term notes and

the interest thereon. Said estinmate shall be nade pursuant to

section 506-A. In conputing the agqgregate anount of short-term

notes outstanding at any tine for the purpose of the limtation

i nposed by this section, all owance shall be made for such short-

termnotes as have already been fully paid and for anpunts

al ready paid into appropriate sinking funds, if any.

Secti on 503- A Limtation on Stated Maturity Date of Short-

Term Notes and O her Terns of Short-Term Notes.--(a) No short-

termnotes shall be stated to nmature beyond one year fromthe

19850H0248B0265 - 8 -



date of i ssuance.

(b)Y Short-termnotes shall:

(1) be issued in such denoni nati ons;

(2) be subject to such rights of prior redenption;

(3) have such privileges of interchange and registrati on;

(4) be dated;

(5) be in reqgistered or bearer formwith or w thout coupons;

(6) be payable in such coin or currency as at the place and

at the tinme of paynent shall be | egal tender for the paynent of

public and private debts; and

(7) be payable at such place or places, one of which shal

be within this Commonweal t h;

all as the governi ng body of the issuing | ocal governnent unit

may deterni ne by resol ution.

Section 504-A. Contents of Short-Term Note Resol ution.--(a)

The resol uti on authori zing the i ssuance of short-term notes

shall fix the agqgregate princi pal anpbunt of the short-term notes

to be issued or, if applicable, the maxi num pri nci pal anopunt

whi ch may be outstanding at any tine, the nmaxi numterm and

interest rate or rates to be borne thereby (or procedures for

establi shing such rate or rates fromtine to tine), the nmnner

of sale, form terns, conditions, and the covenants thereof.

(b)Y The resolution authorizing the i ssuance of short-term

notes nay provide for the subsequent i ssuance of refunding

short-termnotes to refund any outstandi ng short-termnotes. The

resol uti on shall specify such other terns and conditions with

respect to the refundi ng of short-term notes thereby authorized

for i ssuance as the governi ng body of the issuing | ocal

governnent unit nay detern ne.

Section 505-A. Security for Short-Term Notes.--(a) Any

19850H0248B0265 - 9 -
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t axes, inconme, revenue, cash recei pts or other noneys of the

| ocal governnent unit to be collected or received during the

termof the short-termnotes may be pl edged to the paynent of

such short-term notes and the interest thereon. The resol uti on

aut hori zing the i ssuance of the short-termnotes shall specify

whi ch taxes, incone, revenue, cash recei pts or other npbneys are

pl edged for the paynent thereon. The pledge, |lien and charge

shall be fully perfected as agai nst the | ocal governnent unit,

all creditors thereof, and all third parties in accordance with

the terns of such resolution fromand after the filing of a

financi ng statenent or statenments in accordance with 13 Pa.C. S.

Div. 9 (relating to secured transactions; sales of accounts,

contract rights and chattel paper). For the purpose of such

filing, the fiscal agent or payi ng agent designated in the

short-termnotes nay act as the representati ve of notehol ders

and, in such capacity, execute and file the financing statenent

or statenents and any continuation or ternination statenents as

secured party. The authori zing resol ution may establi sh one or

nore sinking funds and provide for periodic or other deposits

therein and may contain such covenants or other provi sions as

the | ocal governnent unit shall determ ne. The anount of any

short-termnotes i ssued in conpliance with this act shall be

general obligations of the | ocal governnent unit and, if the

sane shall not be paid within the fiscal year in which such

notes nmature, shall be deened to be nonel ectoral debt

enforceable in the manner of a general obligation which, unless

funded pursuant to Article V of this act, shall be included in

the budget of the | ocal governnent unit for the ensuing fiscal

vear and shall be payable fromthe taxes and revenues of such

ensui ng year, notw thstandi ng that the anount thereof shal

19850H0248B0265 - 10 -
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cause the nonel ectoral debt of such | ocal government unit to

exceed the limtations of Article |1.

(b)Y Any holder of short-termnotes issued by a first class

school district or the sinking fund depositary of the applicabl e

sinking fund, if any, shall have the right to enforce the pl edge

of, security interest in and lien and charge on, any pl edged

t axes, inconme, revenue, cash recei pts and ot her noneys of the

first class school district against all State and | ocal public

officials in possessi on of any of such taxes, inconme, revenue,

cash recei pts and other noneys at any tine which may be

collected directly fromsuch officials, upon notice by such

hol der or depositary, for application to the paynent thereof as

and when due or for deposit in the applicable sinking fund at

the tines and in the anpbunts specified in such short-term notes.

Any State or local public official in possession of any of such

t axes, incone, revenue, cash recei pts and ot her nobneys shal

make paynent, agai nst recei pt therefor, directly to such hol der

of such short-termnotes or to such depositary upon such notice

and shall thereby be di scharged fromany further liability or

responsi bility for such taxes, inconme, revenue, cash receipts

and ot her nobneys. |f such paynent shall be to a hol der of short-

termnotes, it shall be made agai nst surrender of the notes to

the payor for delivery to the first class school district in the

case of paynent in full; otherwise it shall be nmade agai nst

producti on of the notes to the payor for notation thereon of the

anount of the paynent. The provisions of this subsection with

respect to the enforceability and coll ecti on of taxes, incone,

revenue, cash recei pts and ot her noneys whi ch secure short-term

notes of a first class school district shall supersede any

contrary or inconsistent statutory provision or rule of | aw

19850H0248B0265 - 11 -
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Thi s subsecti on shall be construed and applied to fulfill the

| eqgi sl ati ve purpose of clarifying and facilitating tenporary

borrowi ngs by a first class school district by assuring to

hol ders of short-term notes the full and i nmedi ate benefit of

the security for such notes without delay, dimnishnent or

i nterference based on any statute, decision, ordi nance or

admi ni stration rule or practice.

Section 506-A. Certification as to Pl edged Funds to Be

Coll ected.--Prior to each authori zati on of short-term notes,

aut hori zed officers of the | ocal governnent unit shall nmke an

estinmate of the pl edged noneys to be recei ved during the period

when such notes will be outstanding from any pl edged taxes then

| evi ed and assessed and any pl edged i ncone, revenue, cash

recei pts or other noneys, including, without limtation,

subsi dies or rei nbursenents to be recei ved. Such esti nate shal

t ake due account of the past and antici pated coll ection

experi ence of the |ocal governnent unit and of current econonic

conditions. The estinate shall be certified by such authorized

officers of the |ocal governnent unit, and their witten

certificate, dated as of a date not nore than thirty days prior

to, and not later than, the date of the authorization of the

notes, shall be filed with the departnent as provided in section

Section 507-A. Sale of Short-Term Notes.--Short-term notes

may be sold at public, private, or invited sale as the governing

body of the | ocal governnent unit may deternine. Any public sale

shal|l be adverti sed and conducted in the manner and subject to

the conditions provided for a public sale of bonds in Article

VIl of this act, except as specifically nodified by this

article. The governi ng body of the | ocal governnent unit shal

19850H0248B0265 - 12 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

award the sale of the short-termnotes by resolution to

speci fied purchasers at a specified price, not |less than the

princi pal anmpunt thereof. At the time of delivery of each issue,

series or subseries of short-term notes, authorized officers of

the | ocal governnent unit shall certify to the origi nal

pur chasers thereof that the anpunt of all such short-term notes

to remain outstanding will not exceed the limtati ons of section

502- A, cal cul ated, however, fromthe date of such certificate to

the respective maturity dates of all such short-termnotes to

remai n outstandi ng. Such certificate need not be filed with the

departnent, but a copy thereof shall be retained by the | ocal

governnent unit until such series of short-termnotes shall have

been paid in full.

Section 508-A. Condition Precedent to Validity of Short-Term

Notes.--No short-termnote shall be valid or obligatory in the

hands of an origi nal purchaser thereof until certified copi es of

the aut hori zi ng and awardi ng resol ution, the certificate as to

the pl edged taxes and revenues renmaining to be coll ected or

recei ved, and a true copy of the accepted proposal for the

purchase of the short-term notes shall have been filed with the

departnent. No approval of the departnent shall be required.

Section 7. Section 605 of the act is anended to read:
Secti on 605. Executi on of Bonds or Notes.--Bonds or notes

(including tax anticipation notes and short-term notes) shall be

signed by such officers of the | ocal governnent unit, and coupon
bond shall have attached thereto interest coupons bearing the
facsimle signature of such officer of the |ocal governnent

unit, and such bonds or notes may be sealed with the seal of the
| ocal governnment unit or a facsimle thereof, all as may be

determ ned by the governing body. Bonds or notes nay provide

19850H0248B0265 - 13 -
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that they shall not be valid nor enforceable, unless

aut henti cated by a specified bank, bank and trust conpany or
trust conpany. If any one signature on a bond or note (including
the signature of the authenticating party) shall be nanual, al
ot her signatures may be by facsimle. If any officer whose
signature, or a facsimle of whose signature, shall appear on
any notes, bonds or coupons shall cease to be such officer
before the delivery of such notes or bonds, such signature, or
such facsimle, shall nevertheless be valid and sufficient for
all purposes as if he had remained in office until such
delivery, and, also, any note, bond or coupon may bear the
facsimle signature of, or may be signed by, such persons as at
the actual tinme of the execution of such note, bond or coupon
shall be the proper officers to sign although at the date of
such instrunment such persons may not have been such officers.

Section 8. Section 606 of the act, anmended May 22, 1981
(P.L.54, No.19), is anended to read:

Section 606. Pledge of Revenues.--The governi ng body of any
| ocal governnment unit which has determned to i ssue any revenue
bonds or notes, or any guaranteed revenue bonds or notes, may
provi de, by ordi nance, for such pledges of or priorities in such
rental s, revenues, receipts, rates and charges to be received
fromprojects of the issuing | ocal governnent unit as may be
desirabl e. Such pledge or priority shall be perfected as a
security interest against all creditors of the | ocal governnent
unit and all third parties, in accordance with the ternms of such
ordi nance, fromand after the filing of a financing statenment or
statenments in accordance with [the Uniform Commerci al Code] 13

Pa.C.S. Div. 9 (relating to secured transacti ons; sal es of

accounts, contracts rights and chattel paper). For the purpose

19850H0248B0265 - 14 -
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of such filing the sinking fund depositary may act as
representative of the bond or note holders and, in such
capacity, execute and file the financing statenment and any
continuation or termnation statenments as secured party.

Section 9. Sections 608 and 609 of the act are amended to
read:

Section 608. Negotiable Qualities of Bonds and Notes.--(a)
Bonds or notes issued pursuant to this act, including tax

antici pation notes and short-termnotes, which have all the

gqualities and incidents of securities under [Article 8 of the

Uni form Commercial Code] 13 Pa.C.S. Div. 8 (relating to

i nvestment securities) shall be negotiable instrunents.

(b) Such bonds and notes issued pursuant to this act which
are not securities shall have all the qualities and incidents of
commerci al paper under [Article 3 of the Uniform Conmerci al

Code] 13 Pa.C. S. Div. 3 (relating to comrerci al paper) and shal

be negotiable instrunents notw t hstandi ng any references therein
to the terns of the authorizing bond ordi nance or any trust
i ndenture, deed of trust or other agreenment, or any variations
in the rate of interest provided in such note, or any
[imtations upon the funds fromwhich or limtations as to the
bonds with which the notes may be paid, or any restriction upon
t he renedi es of the hol ders.

Section 609. Tenporary Bonds or Notes or Interim Receipts.--
Pendi ng the preparation of definitive bonds or notes, including

tax anticipation notes and short-term notes, tenporary bonds or

notes or interimreceipts may be issued in such form and
cont ai ni ng such ternms and such provisions for exchange for
definitive bonds or notes as the | ocal governnent unit may

det er ni ne.

19850H0248B0265 - 15 -



1
2
3
4
5
6
-
8
9

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

Section 10. Section 706 of the act, anended May 22, 1981
(P.L.54, No.19), is anended to read:

Section 706. Required Bid Security.--1n the case of public
sale, bid security shall be given by each bidder, shall be in
cash or by certified or official bank check payable to the |ocal
government unit, and shall be not |ess than two per cent of the
princi pal anount of the bonds or notes to be purchased. The bid
security of the unsuccessful bidder or bidders shall be returned
to each unsuccessful bidder, wthout interest in accordance with
witten instructions of the bidder conformng to the official
notice of sale, pronptly upon an award of the bonds or notes or
upon the rejection of all bids. The bid security of the
successful bidder shall be retained by the treasurer of the
| ocal governnment unit and (with or w thout allowance for
interest as the official notice of sale may specify) shall be
applied on the purchase price when the bonds or notes are
actually delivered and paid for, retained as |iquidated damages
if the bidder defaults, or returned to the bidder with interest
at the judgnent rate if, after an acceptance of the proposal,

t he bonds or notes are not issued for any reason not
constituting a default by the bidder. Unless required by the

| ocal governing body, no bid security shall be required in the
case of tax anticipation notes, bond anticipation notes, short-

termnotes or notes to be issued under section 409.

Section 11. Sections 801 and 808 of the act are anended to
read:

Section 801. Certification to Departnment of Bond or Note
Transcri pt or Lease, Guaranty, Subsidy Contract or O her
Agr eenent . - - The governi ng body of each | ocal governnment unit

shall, before any bonds or notes (except tax anticipation notes
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i ssued pursuant to section 501 and notes representing snal

borrow ngs issued pursuant to section 409 and short-term notes

i ssued pursuant to section 501-A) are actually delivered to the

initial purchasers, or before becom ng bound on any | ease,
guaranty, subsidy contract or other agreenent, evidencing |ease
rental debt cause to be certified to the departnment, under the
signature of the clerk or secretary of the governing body and
its corporate seal, a conplete and accurate copy of the
proceedi ngs had for the incurring of debt, as provided in
section 411 of this act. The provisions of this section shal

not be construed to elimnate the filing requirenments of

sections 204, 205, 206, 506 [and 508], 508 and 508-A.

Section 808. |Invalidity of Bonds, Notes, Tax Anticipation

Not es, Short-Term Notes, Leases or O her Instrunents Which are

Del i vered wi thout Conpliance with Requirenments or Conditions
Precedent to Issuance or Delivery.--1n all cases in which the
approval of the departnment is required by this act prior to the
i ssuance of bonds or notes or the execution of a |ease,
guaranty, subsidy contract or other agreenent evidencing |ease
rental debt, in the case of small borrow ngs evidenced by notes
in respect of which conpliance with the conditions of section
409 is required, and in the case of tax anticipation notes in
respect of which conpliance with the conditions of sections 506,

507 and 508 is required, and in the case of short-termnotes in

respect of which conpliance with the conditi ons of secti ons 506-

A and 508-A is required, if such bonds or notes or such | ease or

ot her instrunent shall be sold, or executed, and delivered prior
to recei pt of actual or deenmed approval under section 804 or
806, or as the case may be, without conpliance with applicable

conditions of issuance, or prior to arequired filing with the
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departnent, as aforesaid, such bonds, notes, |ease or other
instrument shall be invalid and of no effect in the hands of or
for the security of the holder of such bonds or notes or of the
obl i gati ons secured by such | ease or other instrunent, except to
the extent provided in this section [808]. If the bonds or notes
or the obligations secured by such | ease or other instrunent
shall be held by a bona fide purchaser (other than an initial
pur chaser or nmenber of an underwriting or selling group) for
val ue without actual notice of a |lack of such prior approval,
filing or conpliance as the case may be, and such bonds, notes
or other obligations shall contain a recital that such prior
approval, filing or conpliance was received, nade or observed,
t hen such bonds, notes, |ease or other instrunent shall be valid
and enforceable in accordance with their terns and any
applicable debt Iimts shall be deenmed increased to the extent
necessary to validate and keep valid such bonds, notes, |ease or
ot her instrunent, but not for the purpose of reducing the
l[iability of any person under this section. The | ocal governnent
unit shall be entitled to recover all interest and principal or
ot her ampbunts payabl e thereon or thereunder fromthe initial
purchasers and the individuals, including the officers of the
| ocal government unit, responsible for making the unapproved or
unaut hori zed delivery. Notwi thstanding the invalidity of the
instruments as to them the initial purchasers and such
i ndi vidual s shall be entitled to credit, in any action
determ ning such invalidity or for the recovery provided by the
precedi ng sentence for the anmount of:

(1) Any proceeds of the sale of the instrunments still held
unexpended by the | ocal governnment unit; and

(2) The lesser of either: (i) the cost or fair market val ue,
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whi chever is the | esser, of any capital project or part thereof
or interest therein acquired by the |ocal governnment unit by an
expenditure of a portion or all of the proceeds of such bonds,
notes or other obligations; or (ii) the remaining nonel ectoral
borrowi ng capacity of the | ocal governnent unit.

Section 12. Sections 809(a) and 901 of the act, anmended May
22, 1981 (P.L.54, No.19), are anended to read:

Section 809. Finality of Proceedings; Validity of Bonds,

Not es, Tax Anticipation Notes, Short-Term Notes, Leases,

Guaranties, Subsidy Contracts or O her Agreenments.--(a) Were a
certificate of approval has been issued by the departnment or has
been deened i ssued under section 806, or, in the case of tax

antici pation notes where the filing with the departnent required

by section 508 has occurred, or, in the case of short-termnotes

where the filing with the departnent required by section 508-A

has occurred, and no petition for a declaratory order or

conpl aint has been filed within the applicable tine limts
specified in section 901, or when after a petition for a

decl aratory order or conplaint has been filed, the proceedings
have been approved finally by the departnent, and no appeal to
court has been taken, or an appeal to court has been taken, and
t he proceedi ngs have been approved finally by the court or the
appeal has been dism ssed, the validity of the proceedings, the
right of the | ocal governnent unit lawfully to issue its bonds
or notes or to enter into a | ease, guaranty, subsidy contract or
ot her agreenent evidencing | ease rental debt pursuant to such
proceedi ngs, and the validity and due enforceability of the
bonds, notes or other instrunents in accordance with their terns
shall not thereafter be inquired into judicially, in equity, at

law, or by civil or crimnal proceedings, or otherw se, either
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directly or collaterally. The effect of the approval by the
departnment, or by the court on appeal, or, in the case of tax
anticipation notes, the effect of filing in conpliance with

section 508, or, in the case of short-termnotes, the effect of

filing in conpliance with section 508-A, shall be to ratify,

val i date and confirm such proceedi ngs absol utely, including the
| awful nature of the project and, in the case of tax

anticipation notes or short-termnotes, the accuracy of the

estinmates contained in the certificate as to taxes and revenues

or pledged funds to be collected, notw thstandi ng any defect or

error in such proceedi ngs, except as specifically provided
hereinafter in this section, and any debt limt inposed by this
act shall be deened increased to the extent necessary to
val i date such debt or obligation. Nothing herein contained
shall, however, free an initial purchaser of bonds or notes from
liability to a | ocal governnent unit for the paynment of the
consideration agreed in the contract of sale, or nake all such
bonds or notes valid and enforceable in the hands of an initial
pur chaser unless the issuer shall have received a substanti al
consideration for the series as a whole.

* %k

Section 901. Petitions for Declaratory Orders and Conpl ai nts
to the Departnment; Exclusive Jurisdiction of Departmnent.--(a)
Where proceedings for the incurring of debt represented by bonds
or notes or by a |ease, guaranty, subsidy contract or other
agreenent evidencing the acquisition of a capital asset, for the

i ssuance of tax anticipation notes, for the issuance of short-

termnotes, or for the exclusion of debt as self-liquidating or

subsi di zed, have been taken by a |ocal governnment unit, such

| ocal governnent unit, or any taxpayer of the |ocal governnent
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unit, or other interested party may file with the departnent a
petition for a declaratory order asserting the validity or a
conpl aint asserting the invalidity of such proceedi ngs, or any
part thereof. Any such conplaint asserting the invalidity of
such proceedi ngs or part thereof taken under section 409 may be
filed at any tinme not |later than one year after final adoption
of the resolution authorizing the debt. Any such conpl ai nt
asserting the invalidity of such proceedings or part thereof
excl udi ng debt as self-1liquidating under section 205 or
authorizing tax anticipation notes under Article V or

aut hori zing short-termnotes under Article V-A may be filed at

any tinme not later than fifteen days after the filing with the
departnment of the documents required by section 205 or of the
be. Any such conplaint asserting the invalidity of any such
proceedi ngs or part thereof in cases in which, under this act,

t he approval or deened approval of the departnent is required,
may be filed with the departnment at any tine not |ater than the
|ater of (i) fifteen days after the date of the subm ssion of

t he proceedings by the | ocal governnment unit to the departnent
for approval even though such proceeding nay be subject to
correction as provided in section 805 or otherwise or (ii) five
days after the date of the |ast subm ssion of any such corrected
docunent or certification to the departnent.

If a petition for a declaratory order or conplaint shall be
filed in respect of proceedings requiring the approval of the
departnment after the subm ssion of the proceedings to the
departnment but prior to approval, disapproval or deened
approval, the department shall not be deened to have approved

t he proceedi ngs during the pendency of the matter before the
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depart nment.

(b) Exclusive jurisdiction is hereby conferred on the
departnment to hear and determ ne all procedural and substantive
matters arising fromthe proceedings of a | ocal governnment unit
taken pursuant to this act, including without limtation, the
regularity of the proceedings, the validity of the bonds, notes,

tax anticipation notes, short-termnotes or other obligations of

the |l ocal government unit, and the legality of the purpose for
whi ch such obligations are to be issued. If a |ocal governnent
unit shall file a petition for a declaratory order with the
departnent, relating to such proceedi ngs, the departnent may
require such service by publication on taxpayers as the
circunstances warrant. In all other respects the proceedings
before the departnment shall be governed by regul ati ons of the
departnent. The departnent shall have the power, after
appropriate proceedings in accordance with such regulations, to
approve or di sapprove the proceedi ngs of the | ocal governnent
unit or to direct correction as provided in section 805. A
determi nation by the departnent under this act shall, except as
provided in this subsection, be conclusive and binding as to al
procedural and substantive matters which were or could have been
presented to the departnent hereunder. Al determ nations by the
departnment under this act are reviewable as provided in 2
Pa.C.S. Ch. 7 (relating to judicial review).

Section 13. Sections 1001(a) and 1003 of the act are anmended
to read:

Section 1001. Creation of Sinking Funds and Deposits
Therein, Reserves and Surplus Funds.--(a) Every |ocal
government unit having outstandi ng any bonds or notes, other

than tax anticipation notes, short-termnotes, and [other than]
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not es i ssued under section 409, shall create forthwith, subject
to the terns of any existing contracts with the hol ders of such
bonds or notes, and every | ocal governnent unit hereafter
i ssui ng any bonds or notes shall create sinultaneously with or
prior to the delivery of the bonds or notes, and thereafter
mai ntain until such bonds or notes are paid in full a sinking
fund (i) for the aggregate or for one or nore issues or series
of its general obligation bonds and notes, and (ii) separately
for each project or conbination of projects financed by revenue
or guaranteed revenue bonds or notes as to which different
revenues are pledged. If a sinking fund is established for nore
t han one issue of bonds, a separate debt service account for
each issue may be established in the sinking fund. The sinking
fund shall be maintained with a bank, trust conpany or bank and
trust conpany | ocated and |awfully conducting a banking or trust
busi ness in the Conmonweal th of Pennsyl vania and appoi nted from
time to tine as sinking fund depositary.

* %k

Section 1003. Duty of Treasurer.--1t shall be the duty of
the treasurer of each |ocal governnent unit to deposit into the
appl i cabl e sinking fund or other fund the noneys to be deposited
therein pursuant to the pledge or covenant nade or adopted by
the local government unit at the tinmes and in the anmounts
provi ded in such pledge or covenant or, if no pledge or covenant
has been nade or adopted, as provided in the appropriations nade
by the governing body. If no appropriation of noneys shall have
been made, or if it shall appear that, as a result of other
expenditures, the appropriated revenues will not be received in
sufficient anpunts in time to nake the deposits required to be

made for the paynent of the taxes assuned and the interest on
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and principal of general obligation bonds and notes, or the
anount due on a guaranty of guaranteed revenue bonds or notes or
on a guaranty of any authority or other |ocal governnent unit
obligation, it shall be the duty of the treasurer to pay into

t he applicable sinking fund, or other fund, that portion of each
recei pt of tax nmoneys and ot her avail abl e revenues, subject, in
the case of alimted guaranty, to the terns thereof, as wll
result in the deposit of sufficient noneys in the sinking fund
or other fund to pay the taxes assunmed and the principal of and
interest on the bonds or notes, or to neet the guaranty
obligation of the | ocal governnent unit as and when the sane
shall becone due and payabl e. The governi ng body of a | ocal
government unit nmay issue its tax anticipation notes under

Article V of this act or its short-termnotes under Article V-A

of this act to provide all or any part of any noneys needed for

deposit in such sinking funds or other funds.

Section 14. Section 1201 of the act, anended May 22, 1981
(P.L.54, No.19), is anended to read:

Section 1201. Failure to Budget Debt Service.--1f a |ocal
government unit having outstandi ng any general obligation bonds
or notes or guaranteed revenue bonds or notes, |ease rental debt
or guaranty of authority obligations fails or refuses to nmake
adequate provision in its budget for any fiscal year for the
sunms payable in respect of such bonds or notes, |ease rental or
guaranty in such year or shall fail to appropriate or pay the
noneys necessary in such year for the paynent of the anmount of
the | ease rental or guaranty, as the case may be, of the
mat uring principal of and the interest on such bonds or notes or

any of them or any tax anticipation notes, or _any short-term
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tax anticipation notes or short-termnotes, or guaranty or the

| ease rental paynent coming due in the fiscal year of such
budget or for which such appropriations or paynents should have
been made, then at the suit of the holder of any bond, note, or

tax anticipation note, or short-termnote, or coupon or

guaranty, or the holder of any authority obligation secured by a
| ease evidencing the acquisition of a capital asset or of any

t axpayer of the | ocal governnent unit, the court of conmon pl eas
shall, after a hearing held upon such notice to the | ocal
government unit as the court may direct, and upon a finding of
such failure or neglect, by wit of mandanus, require the
treasurer of the local government unit, and it shall be the duty
of such treasurer, to pay into the sinking fund for each series
of bonds or notes then outstanding, or for each guaranty or

| ease rental paynent, the first tax noneys or other avail able
revenues or noneys thereafter received in such fiscal year by
such treasurer, equally and ratably for each series for which
provi si on has not been made in proportion to debt service for
such year on each such series then outstanding, or the anounts
due upon guaranties or as paynments with respect to | ease rental
debt, as the case may be, (except that any priority on incom ng
tax noneys accorded to a separate sinking fund for tax

antici pati on notes under the authority of section 505, or for

short-term notes under the authority of section 505-A, shall not

be affected by this provision), until the sumon deposit in each
sinking fund shall equal the noneys that should have been
budget ed or appropriated for each such series.

Section 15. Section 1202 of the act, repealed in part
Cctober 5, 1980 (P.L.693, No.142), is anended to read:

Section 1202. Failure to Pay Principal or Interest.--(a) |If
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a |l ocal governnent unit fails or neglects to pay or cause to be
paid the interest or principal on any of its general obligation

bonds or notes, or tax anticipation notes, or short-term notes,

as the same becones due and payabl e whether at the stated
maturity date or upon an unrevoked call for prior redenption, or
to performits paynment obligations with respect to any |ease
rental debt or guaranteed revenue bonds or notes, and such
failure shall continue for thirty days, the hol der thereof
shall, subject to priorities created under sections 505, 505-A,
1201 and 1203 of this act and to any limtations upon i ndividual
rights of action properly provided in the bond ordi nance or any
i ndenture, have the right to recover the anobunt due in an action
in the court of conmmon pleas. The judgnent recovered shall have
an appropriate priority upon the noneys next coming into the
treasury of the local governnent unit and shall be a judgnent
upon whi ch fundi ng bonds may be issued pursuant to Article V of
this act.

(b) If a local governnment unit fails or neglects to pay or
cause to be paid the principal of or the interest upon any
revenue bond or note as the sane shall becone due, whether at
the stated maturity or upon call for prior redenption, the
hol der thereof shall, subject to priorities created under
sections 505, 505-A, 1202 and 1203 of this act and to any
[imtations upon individual rights of action properly provided
in the bond ordi nance or any indenture, have the right to
recover the anmount due in an action in the court of comon pl eas
but the judgnment shall be limted to paynent out of the
assessnments, revenues, rates, rents, tolls and charges fromthe

project which are pledged for the paynment of such bonds or

not es.
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Section 16. Sections 1303 and 1304 of the act are anmended to
read:

Section 1303. Exenption of Bonds and Notes from Taxation in
Pennsyl vani a. - - The Commonweal t h does hereby pl edge to and agree
with any person, firm or corporation or Federal Agency
subscribing to or acquiring any bonds or notes, including tax

antici pation notes and short-termnotes issued by any | ocal

government unit pursuant to the provisions of this act or the
act approved June 25, 1941, as anended, that such bonds or
notes, their transfer and the inconme therefrom (including any
profits made on the sale thereof) shall at all tines be free
fromtaxation for State and | ocal purposes within the
Commonweal th of Pennsyl vania, but this exenption shall not
extend to gift, estate, succession or inheritance taxes or any
ot her taxes not levied directly on the bonds or notes, the
transfer thereof, the incone therefrom or the realization of
profits on the sale thereof.

Section 1304. Exclusive Method of Borrowi ng on Bonds or

Not es, Including Tax Anticipation Notes and Short-Term Notes. --

Hereafter a | ocal governnent unit, as defined in this act, nmay
borrow noney on bonds or notes, including tax anticipation notes

and short-termnotes, only as provided in this act, it being the

intention that this act shall provide an exclusive and uniform
system on the subjects covered by this act: Provided, however,
That school districts of the first class nay for their first
four full fiscal years following the effective date of this act
borrow on tax anticipation notes and other short term borrow ng
authority in accordance with prior |aw.

Section 17. This act shall take effect imrediately.
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