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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2839 %%

I NTRODUCED BY KENNEY, E. Z. TAYLOR AND WOGAN, JULY 1, 1996

REFERRED TO COW TTEE ON URBAN AFFAIRS, JULY 1, 1996

AN ACT

Amendi ng the act of June 5, 1991 (P.L.9, No.6), entitled "An act

providing for the financial stability of cities of the first
cl ass; establishing an authority enpowered to assist cities
of the first class in their financial affairs and to issue
findings and recomrendations to cities of the first class and
to the General Assenbly; creating the authority and providing
for its powers and duties; authorizing each city of the first
class and the authority to enter into intergovernnental
cooperation agreenents and specifying certain terns of such
agreenents and ordi nances whereby cities of the first class
enter into such agreenents; enpowering the authority to incur
i ndebt edness, receive revenues, acquire the obligations of
assisted cities, nmake | oans and offer other financial

assi stance to such cities subject to conditions; establishing
procedures for the preparation and review of financial plans
of cities of the first class while bonds of the authority are
out standi ng and providing renmedies for failure to adhere to
such plans; requiring certain contracts to be consistent with
the financial plan; making certain provisions with respect to
short-term borrowing by cities of the first class;
establ i shing procedures for handling authority funds, and
providing for certain paynents to the authority; providing
security for bonds and notes issued by the authority;
authorizing the creation of a debt service reserve fund and
providing for its maintenance; granting to the holders of the
authority's indebtedness and to the authority certain
remedies in the event of default by the authority or by an
assisted city on authorized obligations; authorizing cities
of the first class to receive financial assistance fromthe
authority under certain terns and conditions; establishing
the nethod for the appointnent and conposition of the
authority board; prohibiting the authority and assi sted
cities fromfiling a petition under Federal bankruptcy
statutes; authorizing an appropriation for authority
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operating expenses; authorizing cities of the first class to

i npose an optional sales and use tax; authorizing cities of

the first class to inpose certain taxes for the authority;

aut hori zi ng enmergency paynent deferral; and providing
jurisdiction for challenges to this act,” addi ng school
districts of the first class; and naking repeals.

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

Section 1. Sections 102 and 103 of the act of June 5, 1991
(P.L.9, No.6), known as the Pennsyl vani a | ntergovernnent al
Cooperation Authority Act for Cities of the First Cass, are
amended to read:

Section 102. Purpose and legislative intent.

(a) Policy.--It is hereby declared to be a public policy of
t he Commonwealth to exercise its retained sovereign powers wth
regard to taxation, debt issuance and matters of Statew de

concern in a manner calculated to foster the fiscal integrity of

cities and school districts of the first class to assure that

these cities and school districts provide for the health, safety

[and], welfare and education of their citizens; pay principal

and interest owed on their debt obligations when due; neet
financial obligations to their enployees, vendors and suppliers;
and provide for proper financial planning procedures and

budgeting practices. The inability of a city and school district

of the first class to provide essential services to its citizens

and to educate its children as a result of a fiscal emergency is

hereby determ ned to affect adversely the health, safety and
wel fare not only of the citizens of that nunicipality but also
of other citizens in this Conmmonwealth.
(b) Legislative intent.--
(1) It is the intent of the General Assenbly to:

(i) provide cities and school districts of the first
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class with the legal tools with which such cities and

school districts can elimnate budget deficits that

render them unable to perform essential nunicipal or

educati onal services;

(ii) create an authority that will enable cities and

school districts of the first class to access capital

mar kets for deficit elimnation and seasonal borrow ngs
to avoi d default on existing obligations and chronic cash
shortages that will disrupt the delivery of municipal and

educati onal services;

(ti1) foster sound financial planning and budgetary
practices that will address the underlying problens which

result in such deficits for cities and school districts

of the first class, which [city] shall be charged with
the responsibility to exercise efficient and accountabl e
fiscal practices, such as:

(A) increased managerial accountability;

(B) <consolidation or elimnation of inefficient

city and school district prograrns;

(C© recertification of tax-exenpt properties;

(D) increased collection of existing tax
revenues;

(E) privatization of appropriate city and school

district services;
(F) sale of city assets as appropri ate;
(G inprovenent of procurenent practices
i ncl udi ng conpetitive bidding procedures; and
(H) review of conpensation and benefits of city

and school district enployees; and

(iv) exercise its powers consistent with the rights

19960H2839B3949 - 3 -



of citizens to honme rule and self governnent.
(2) The General Assenbly further declares that this
legislation is intended to renedy [the] fiscal [energency]

energencies confronting cities and school districts of the

first class through the inplenentation of soverei gn powers of
the Comonwealth with respect to taxation, indebtedness and
matters of Statew de concern. To safeguard the rights of the

citizens to the electoral process and home rule, the General
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Assenbly intends to exercise its power in an appropriate

manner with the elected officers of cities of the first class

N
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and appoi nted officials of school districts of the first

=
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13 (3) The General Assenbly further declares that this

14 legislation is intended to authorize the inposition of a tax
15 or taxes to provide a source of funding for an

16 i nt ergovernnental cooperation authority to enable it to

17 assist cities and school districts of the first class and to
18 i ncur debt of such authority for such purposes; however, the
19 Ceneral Assenbly intends that such debt shall not be a debt
20 or liability of the Coormonwealth or a city or school district
21 of the first class nor shall debt of the authority payable
22 from and secured by such source of funding create a charge
23 directly or indirectly against revenues of the Commobnweal th
24 or acity and school district of the first class.

25 Section 103. Legislative findings.

26 It is hereby determ ned and declared as a matter of

27 legislative finding:

28 (1) That cities and school districts of the first class
29 have encountered recurring financial difficulties which may
30 affect the performance of necessary nunicipal services and
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1 educational prograns to the detrinment of the health, safety
2 and general welfare of residents of such cities and school

3 districts.

4 (2) That the financial difficulties have caused cities
5 and school districts of the first class to | ose an

6 i nvestnment-grade credit rating and direct access to capital
7 mar ket s.

8 (3) That it is critically inmportant that cities and

9 school districts of the first class achieve an investnent-
10 grade credit rating and thereafter maintain their credit-

11 wor t hi ness.

12 (4) That, without the ability to enter the capital

13 mar kets, cities and school districts of the first class may
14 face a fiscal energency that could render them unable to pay
15 their obligations when due and deliver essential services to
16 their citizens.

17 (5) That, due to the econom c and social inter-

18 rel ati onship anong all citizens in our econony, the fiscal
19 integrity of cities and school districts of the first class
20 is a matter of concern to residents of the entire
21 Commonweal th, and the financial problens of such cities and
22 school districts have a direct and negative effect on the
23 entire Conmonweal t h.
24 (6) That, because [cities] citizens of cities and school
25 districts of the first class consunme a substantial proportion
26 of the products of Pennsylvania's farnms, factories,
27 manuf acturing plants and service enterprises, economc
28 difficulties confronting cities and school districts of the
29 first class detrinentally affect the econony of the
30 Conmmonweal th as a whol e and becone a matter of Statew de
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concern.

(7) That, because residents of cities and school

districts of the first class contri bute a substanti al

proportion of all Conmonwealth tax revenues, a disruption of

the econom c and social life of such cities and school

districts may have a significant detrinental effect upon

Commponweal t h revenues.

(8) That cities and school districts of the first class
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and the Comonweal th have shown a willingness to cooperate in

10 order to address inportant financial and budgetary concerns.
11 (9) That the financial difficulties of cities and school
12 districts of the first class can best be addressed and

13 resol ved by cooperation between governnental entities.

14 (10) That the Constitution of Pennsylvania grants

15 muni ci palities and school districts authority to cooperate
16 wi th other governnental entities in the exercise of any

17 function or responsibility.

18 (11) That the Commonweal th retains certain sovereign
19 powers wWith respect to cities and school districts of the
20 first class, anong themthe powers to authorize and | evy

21 taxes, to authorize the incurring of indebtedness and to

22 provi de financial assistance that may be necessary to assi st
23 cities in solving their financial problens.

24 (12) That the Commonweal th may attach conditions to

25 grants of authority to incur indebtedness or assistance to
26 cities and school districts of the first class in order to
27 ensure that deficits are elimnated and access to capital

28 markets i s achieved and mai nt ai ned.

29 (13) That such conditions shall be incorporated into
30 i nt ergover nnent al cooperation agreenents between the
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1 Commonweal th or its instrunentalities and cities and school
2 districts of the first class.

3 (14) That cities and school districts of the first class
4 and the Commonweal th will benefit fromthe creation of an

5 i ndependent authority conposed of nmenbers experienced in

6 fi nance and nanagenent which may advi se such cities and

7 school districts, the General Assenbly and the Governor

8 concerning solutions to fiscal problens cities and school

9 districts of the first class may face.

10 (15) That the creation of such an authority with the
11 power to borrow noney and i ssue bonds in order to assi st

12 cities and school districts of the first class will allow
13 such cities and school districts to continue to provide the
14 necessary rmuni ci pal and educational services for their

15 residents and to contribute to the econony of the

16 Conmonweal t h.

17 (16) That, in order for an authority to effectively

18 assist cities and school districts of the first class in

19 financing their cash flow needs and for cities and school
20 districts of the first class to be able to [costeffectively]
21 cost-effectively finance their cash flow needs during the
22 termof any authority bonds and thereafter, the enactnent of
23 certain provisions of law in connection with the issuance of
24 tax and revenue anticipation notes of cities and school
25 districts of the first class is necessary and desirable.
26 (17) That a dedi cated source of funding for the
27 authority is necessary in order to address the i medi ate
28 financial difficulties of cities and school districts of the
29 first class.
30 (18) That the Commonweal th's action in authorizing
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cities and school districts of the first class to inpose

taxes for the authority will allow such cities and school

residents and for cities to continue to provi de necessary

services for those nonresidents enjoying the benefits of such

servi ces.

aut hori zed by the Commonweal th for the benefit of cities and

school districts of the first class, with the revenue

produced as a result of such | evy being Commonweal t h-
aut hori zed revenues and revenues of a State authority, and

not revenues of the city or school district of the first

cl ass.
(20) That the authority to levy a tax only within cities

and school districts of the first class or at a rate that is

hi gher than that inposed outside cities and school districts
of the first class is based upon a legitimte classification

whi ch the General Assenbly deens to be reasonabl e and just,

determned to be in proportion to the tax burden inposed in

such cities and school districts of the first cl ass.

(21) That a levy inposed only, or at a higher rate, in

cities and school districts of the first class will be used

to benefit citizens of cities and school districts of the

first class by providing for their health, safety,
conveni ence and wel fare.
(22) That, if this act is challenged, a pronpt, final

ruling as to the legality of the authority created by this
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act and the validity of bonds issued by the authority will be
necessary so that the authority will be able to enter capital

markets to assist cities and school districts of the first

cl ass.

Section 2. The definitions of "deficit,” "financial ability
to pay" and "outstanding” in section 104 of the act are anended
and the section is anmended by adding a definition to read:
Section 104. Definitions.

The foll ow ng words and phrases when used in this act shal
have the neanings given to themin this section unless the
context clearly indicates otherw se:

* x *

"Deficit." Such negative fund bal ance in any princi pal

operating fund or funds of a city or school district existing or

projected to exist as of the close of a fiscal year, as may be
nore specifically identified, calculated and set forth in an
i nt ergovernnental cooperation agreenent or financial plan of an

assisted city or school district described in section 209.

"Financial ability to pay.”" Financial ability to pay shal

district will receive funds sufficient to pay the cost of any
i ncrease in wages or fringe benefits w thout requiring an
increase in the rates of local taxation existing in the fiscal
year inmediately preceding the fiscal year when such increase is
intended to take effect and w thout causing an adverse effect on
the levels of service in the fiscal year when such increase is
intended to take effect.

* * %

"Qutstanding.” Wth respect to bonds of the authority, shal
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11
12
13
14
15
16
17
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19
20
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22
23
24
25
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mean all bonds of the authority issued fromtine to tinme except:
(1) bonds purchased by the authority [or the city], the

city or the school district for cancellation by the authority

or otherwi se required to be canceled by the authority; and
(2) bonds for the paynent of the principal of and

i nterest on which noneys or investnents sufficient to make

such paynents tinmely have been irrevocably deposited with a

fiduciary for obligees of the authority owni ng such bonds.

* * %

"School district account."” A trust fund held for the

excl usi ve benefit of an assisted city as described in section

354(c).

* * %

Section 3. Sections 202, 203, 204, 208, 209, 210 and 211 of
the act are anended to read:
Section 202. Governing board.

(a) Conposition of board.--The powers and duties of the
authority shall be exercised by a governing board conposed of
five nmenbers:

(1) One nenber shall be appointed by the Governor

(2) One nenber shall be appointed by the President pro
tenpore of the Senate.

(3) One nenber shall be appointed by the Mnority Leader
of the Senate.

(4) One nenber shall be appointed by the Speaker of the

House of Representatives.

(5) One nenber shall be appointed by the Mnority Leader
of the House of Representatives.
(6) The Secretary of the Budget of the Conmonweal th and

the Director of Finance of each assisted city and the
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superi ntendent of the school district shall serve as ex

of ficio nmenbers of the board. The ex officio nenbers may not
vote, shall not be counted for purposes of establishing a
guorum and may designate in witing a representative of their
respective offices to attend neetings of the board on their
behal f .

(7) Al nenbers shall have had experience in finance or
managenent .

(8) Al nenbers of the board shall be residents of the
Commonweal th and, except the Secretary of the Budget, shal

either be residents of the assisted city or school district

or have their primary places of business or enploynent in

such city or school district.

(b) Term--Appointing authorities shall appoint the initial
menbers of the board within 10 days of the effective date of
this act. The termof a board nenber shall begin on the date of
appointnment. A nmenber's termshall be coterm nous with that of
his or her appointing authority; provided that the nenber's term
shall continue until his or her replacenent is appointed. Board
menbers shall serve at the pleasure of his or her appointing
authority. Wienever a vacancy occurs on the board, whether prior
to or on the expiration of a term the appointing authority who
originally appointed the board nmenber whose seat has becone
vacant shall appoint a successor nenber within 30 days of the
vacancy. A nenber appointed to fill a vacancy occurring prior to
the expiration of a termshall serve the unexpired term

(c) Organization.--The appoi ntee of the Governor shall set a
date, tinme and place for the initial organizational neeting of
the board within ten days of the appointnment of the initial

menbers of the board. The nmenbers shall elect from anong
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t hensel ves a chairperson, vice chairperson, secretary, treasurer
and such other officers as they may determ ne. A nenber nmay hold
nore than one office of the board at any tine.

(d) Meetings.--The board shall neet as frequently as it
deens appropriate but at |east once during each quarter of the
fiscal year. In addition, a neeting of the board shall be called
by the chairperson if a request for a neeting is submtted to
the chairperson by at |east two nenbers of the board. A nmgjority
of the board shall constitute a quorumfor the purpose of
conducting the business of the board and for all other purposes.
Al'l actions of the board shall be taken by a majority of the
board unl ess specific provisions of this act require that action
be taken by a qualified mpjority. The act of July 3, 1986
(P.L.388, No.84), known as the Sunshine Act, shall apply to the
boar d.

(e) Expenses.--A nenber shall not receive conpensation or
remuneration, but shall be entitled to reinbursenent for al
reasonabl e and necessary actual expenses.

(f) Public officials and party officers.--

(1) Except for the Secretary of the Budget of the

Commonweal th and the Director of Finance of an assisted city

or school district, neither nmenbers of the board nor the

executive director shall seek or hold a position as any ot her
public official within this Coormonwealth or as a party
officer while in the service of the authority. Menbers of the
board and the executive director shall not seek election as
public officials or party officers for one year after their
service with the authority. Menbers of the authority and the
executive director may serve as appointive public officials

any time after their periods of service with the authority.
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(2) Enployees of the authority shall not seek or hold

ot her positions as public officials or party officers while

in the enploy of the authority; provided, however, that the

authority may receive the |loan of services of persons in

ot her governnent agencies in accordance with subsection (g),

notwi t hstandi ng that such persons are public officials.

Enpl oyees of the authority shall not seek el ection as public

officials or party officers for one year after |eaving the

enpl oy of the authority.

(g) Enployees and agents.--The board shall fix and determ ne
t he nunber of enployees of the authority and their respective
conpensati on and duties. The board may contract for or receive
the | oan of services of persons in the enploy of other
gover nment agenci es, and ot her governnment agencies shall be
aut horized to nake such enpl oyees avail able. The board shal
retain an executive director upon the vote of a qualified
majority. The board shall, by the vote of a qualified majority,
hire an i ndependent general counsel to the authority, and may
engage consultants and contract for other professional services
upon the vote of a qualified nmajority. The board shall, upon the
approval of a qualified majority, delegate to the executive
di rector such powers of the board as the board shall deem
necessary to carry out the purposes of the authority, subject in
every case to the supervision and control of the board.

(h) Statutes applying to authority.--The provisions of the
followi ng acts shall apply to the authority: The act of June 21,
1957 (P.L.390, No.212), referred to as the R ght-to-Know Law;
the act of July 19, 1957 (P.L.1017, No.451), known as the State
Adverse Interest Act; and the act of Cctober 4, 1978 (P.L.883,
No. 170), referred to as the Public Oficial and Enpl oyee Ethics
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Law, provi ded, however, that notw thstandi ng the provisions of
the State Adverse Interest Act, the Secretary of the Budget and

the Director of Finance of each assisted city or school district

shall, while serving as ex officio nmenbers of the board, also
serve in their official capacities with respect to the
negoti ati on and execution of intergovernnental cooperation
agreenents and ot her agreenents between an assisted city and

school district and the authority.

(i) Limtation on action.--Notw thstanding the provisions of
section 706, if any provision of this section is held invalid by
a court of conpetent jurisdiction, the authority shall not
borrow further noneys nor issue further bonds, nor shall the

authority further disburse to a city or school district proceeds

of any issue of bonds authorized theretofore to fund a deficit

of a city or school district or to provide other financial

assistance to a city or school district; to finance any cash

flow deficit of a city or school district; or to purchase any

obligations of a city or school district issued to finance cash

flow deficits; or to pay the costs of capital projects, but al
provi si ons of outstanding bonds of the authority and all rights
and renedi es of obligees of the authority under this act shal
be and shall remain valid and enforceable.
Section 203. Powers and duties.

(a) GCeneral powers and duties.--The authority is established
for the purposes, without limtation, by itself or by agreenent
in cooperation with others, of assisting cities and school

districts in solving their budgetary and financial problens, and

hel ping cities and school districts achieve and nmai ntain access
to the capital markets

(b) Specific duties.--The authority shall have the powers
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1 and its duties shall be:

2 (1) To assist cities and school districts in achieving

3 financial stability in any manner consistent with the

4 pur poses and powers described by this act.

5 (2) To assist cities and school districts in avoiding

6 defaults, elimnating and financing deficits, maintaining

7 sound budgetary practices, and avoiding the interruption of

8 muni ci pal services or educational prograns.

9 (3) To borrow noney and issue bonds to assist cities and
10 school districts.

11 (4) To negotiate intergovernnental cooperation

12 agreenents with cities and school districts containing such
13 terms and conditions as will enable such cities and school

14 districts to elimnate and avoid deficits, maintain sound

15 budgetary practices and avoid interruption of munici pal

16 servi ces or_educational prograns.

17 (5) To make annual reports within 120 days of the close
18 of the authority's fiscal year, comencing with the fisca

19 year endi ng June 30, 1992, to the Governor and the Ceneral

20 Assenbly describing its progress with respect to restoring

21 the financial stability of assisted cities and school

22 districts and achi eving bal anced budgets for assisted cities
23 and school districts, such reports to be filed with the

24 Governor, the presiding officers of the Senate and the House
25 of Representatives, with the Chairperson and Mnority

26 Chai rperson of the Appropriations Conmittee of the Senate and
27 t he Chairperson and the Mnority Chairperson of the

28 Appropriations Conmittee of the House of Representatives and
29 wi th the governi ng body, mayor and controller of the assisted
30 city.
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1 (6) To conply with the provisions of section 317

2 concerni ng the maxi mum anmount of the first series of

3 authority bonds and the date of issuance thereof.

4 (c) Specific powers.--In addition to the powers and duties

5 set forth elsewhere in this act, the authority shall have the

6 specific powers:

7 (1) To obtain copies of all reports regarding the

8 revenues, expenditures, budgets, costs, plans, operations,

9 estimates and any other financial or budgetary matters of an
10 assisted city, assisted school district or any corporate

11 entity.

12 (2) To obtain additional reports on the above matters in
13 such formas are deened necessary by the authority.

14 (3) To make factual findings concerning an assisted

15 city's or school district's budgetary and fiscal affairs.

16 (4) To make recommendations to an assisted city or

17 school district concerning its budgetary and fiscal affairs.
18 (5) To make recommendati ons to the Governor and the

19 CGeneral Assenbly regarding | egislation or resolutions that
20 af fect Commonweal th aid or nmandates to an assisted city or
21 school district, or that concern an assisted city's or _school
22 district's taxing powers or relate to an assisted city's or
23 school district's fiscal stability.
24 (6) To provide financial assistance, including |oans and
25 grants, to assist cities or _school districts upon such terns
26 and conditions as nmay be approved by a qualified majority of
27 the board or as may be specified by the General Assenbly to
28 elimnate or prevent deficits of a city or school district.
29 (7) Subject to any |limtations in agreenents with
30 obl i gees of the authority, to enter into and amend as shal
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be necessary fromtine to time intergovernnental cooperation

agreenents with a city or school district provided that such

agreenents and anendnments are approved by a qualified
maj ority of the board.

(8) To exercise, while any bonds issued by the authority

to assist the city or school district remain outstanding,
powers of review concerning the budgetary and fiscal affairs

of that city or school district consistent with this act and

the city's or school district's hone rule charter or other

optional plan of governnent.

(9) To receive revenues fromany source, directly or by
assi gnnment, pl edge or otherw se.

(10) To sue and be sued, inplead and be inpl eaded,
conplain and defend in all courts.

(11) To adopt, use and alter at will a corporate seal.

(12) To nmke byl aws for the nmanagenent and regul ati on of
its affairs and adopt rules, regulations and policies in
connection with the performance of its functions and duties
whi ch, notw thstandi ng any ot her provision of law to the
contrary, shall not be subject to review pursuant to the act
of June 25, 1982 (P.L.633, No.181), known as the Regul atory
Revi ew Act .

(13) To nmke and enter into contracts and ot her
i nstruments necessary or convenient for the conduct of its
busi ness and the exercise of the powers of the authority.

(14) To appoint officers, agents, enployees and servants
and to prescribe their duties and to fix their conpensation
as set forth in section 202(g).

(15) To retain counsel and auditors to render such

prof essi onal services as the authority deens appropriate. The
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authority shall not be considered either an executive agency
or an independent agency for the purpose of the act of

Cct ober 15, 1980 (P.L.950, No.164), known as the Commonweal th
Attorneys Act, but shall possess the sane status for such

pur pose as the Auditor Ceneral, State Treasurer and the
Pennsyl vania Public Utility Comm ssion; except that the

provi sions of section 204(b) and (f) of the Commonweal th
Attorneys Act shall not apply to the authority;

not wi t hstandi ng the provisions of section 221(1) of the act
of Cctober 5, 1980 (P.L.693, No.142), known as the JARA
Continuation Act of 1980, the authority, through its | egal
counsel, shall defend actions brought against the authority,
or its nmenbers, officers, officials and enpl oyees when acting
within the scope of their official duties.

(16) To cooperate with any Federal agency or government
agency.

(17) To acquire, by gift or otherw se, purchase, hold,
receive, |ease, sublease and use any franchise, |icense,
property, real, personal or m xed, tangible or intangible or
any interest therein. However, the authority shall be
absolutely limted in its power to acquire real property
under this act to real property that will be used only for
the office space in which the authority will conduct its
dai |l y busi ness.

(18) To sell, transfer, convey and di spose of any
property, real, personal or m xed, tangi ble or intangible or
any interest therein.

(19) To enter into contracts for group insurance and to
contribute to retirement plans for the benefit of its

enpl oyees and to enroll its enployees in an existing
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retirenment system of a governnment agency.

(20) To accept from purchase or borrow equi pnent,
suppl i es, services or other things necessary or convenient to
the work of the authority from ot her governnent agencies, and
all governnent agencies are authorized to sell, lend or grant
to the authority such equi pnent, supplies, services or other
t hi ngs necessary or convenient to the work of the authority.

(21) To borrow noney for the purpose of assisting a city

or _school district, or in anticipation of the receipt of

the authority; secure the paynment of such bonds or any part
t hereof, by pledge of or security interest in all or any of
its revenues, receipts, accounts, tangi ble personal property
and contract rights; make such agreenents with the purchasers
or hol ders of such bonds or with other obligees of the
authority in connection with any bonds, whether issued or to
be issued, as the authority shall deem advi sabl e, which
agreenents shall constitute contracts with such hol ders or
pur chasers; obtain such credit enhancenent or liquidity
facilities in connection with any bonds as the authority
shall determ ne to be advantageous; and, in general, provide
for the security for said bonds and the rights of the hol ders
t her eof .

(22) To lend, grant, or otherw se transfer or pledge for

the benefit of an assisted city or school district such

assets, including proceeds of bonds, as the authority deens

appropriate, to be used by such a city or school district as
capital or operating funds as provided in an

i nt ergovernnental cooperation agreenent, to refinance or
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secure debt of an assisted city or school district, or for

ot her purposes consistent with this act.
(23) To enter into agreenents with an assisted city or

school district that recei ves funds or other financial

assi stance fromthe authority pursuant to which such city or

school district may pledge assets, rights, revenues and
recei pts, including tax revenues, to secure the repaynent of

such funds or assistance by such city or school district if

such security is required by the authority.

(24) To invest any funds held by the authority as set
forth in section 311(b).

(25) To receive and hold assets, noneys and funds from
any source, including, but not limted to, appropriations,
grants, gifts and such tax revenues as may be allocated or

directed to it by law for the purposes of securing authority

(26) To procure such insurance, guarantees and sureties
cont ai ni ng such coverages, including, wthout limtation,
contracts insuring or guaranteeing the tinely paynent in ful
of principal, interest and premium if any, on bonds of the
authority, or providing liquidity for purchase of bonds of
the authority, in such amounts, from such insurers, sureties,
guarantors, or other parties as the authority may determ ne
to be necessary or desirable for its purposes.

(27) To pledge the credit of the authority in the manner
provided in section 304.

(28) To do all acts and things necessary or conveni ent
for the pronotion of its purposes and the general welfare of

the authority and to carry out the powers granted to it by
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this act or any other acts.

(d) Intergovernnental cooperation agreenents.--The authority
shall have the power and its duty shall be to enter into and to
i mpl ement fully such intergovernnmental cooperation agreenents

with cities and school districts as are approved by a qualified

majority of the board. No bonds may be issued by the authority
until an intergovernnental cooperation agreenent has been
approved by a qualified majority of the board, except that the
authority, at anytime during the first 45 days after the
effective date of this act, may enter into an interimfinancing
arrangenent in anticipation of the initial bond issue w thout an
i nt ergovernnental cooperation agreenent in effect. Such
agreenents, including, but not limted to, the initial
agreenents described in section 209(a) may include such
definitions and procedures as may be necessary to inplenent the
financi al planning process set forth in sections 209 and 210.

I nt ergover nnental cooperation agreenents as well as other

district shall not be deened to create debt of the city or

school district. Intergovernnental cooperation agreenents shal

contain such terns and be negotiated in such nmanner as the

authority and an assisted city and school district shal

determ ne consistent with this act and the Constitution of
Pennsyl vani a.

(1) Acity may enter into an intergovernmnental
cooperation agreenment in which it, consistent with this act,
covenants to cooperate or agree in the exercise of any
function, power or responsibility with, or del egate or
transfer any function, power or responsibility to, the

authority upon the adoption by the governing body of such
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1 city of an ordi nance authorizing and approving the

2 i nt ergover nnental cooperation agreenent.

3 (2) An ordinance that authorizes a city or a resolution
4 that authorizes a school district to enter into an

5 i nt ergovernnent al cooperation agreenment with the authority

6 shal | specify:

7 (i) the purpose and objectives of the agreenent;

8 (i1i) the conditions of the agreenent; and

9 (iti1) the termof the agreenent, including

10 provisions relating to its term nation. Except for

11 assi stance provided through an interimfinancing

12 arrangenent, as provided for in this subsection, or

13 assi stance necessary to enable a city or school district
14 to pay principal of or interest on its outstandi ng bonds,
15 or | ease paynents securing bonds of other governnent

16 agencies, as provided for in section 209(a), no

17 assi stance shall be provided by the authority to a city
18 or school district unless an intergovernnent al

19 cooperation agreenment is in effect.
20 (e) Limtation.--Notw thstanding any purpose or general or
21 specific power granted by this act or any other act, whether
22 express or inplied:
23 (1) The authority shall have no power to pledge the
24 credit or taxing powers of the Commonweal th or any ot her
25 gover nment agency, including an assisted city or school
26 district, except the credit of the authority created by this
27 act, nor shall any of the bonds of the authority be deened a
28 debt or liability of the Conmonweal th or of any other
29 government agency, including a city or school district.
30 (2) Neither the Commobnweal th nor any gover nnent agency,
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including a city or school district, except the authority

created by this act, shall be liable for the paynment of the
principal, interest or prem umon any such bonds.

(3) Notw thstandi ng any provision of this or any other
law to the contrary, or of any inplication that may be drawn
therefrom the Commonwealth and all other governnent
agenci es, except the authority but including an assisted city

or school district (unless otherwi se agreed to by such city

or school district pursuant to this act), shall have no | egal

or noral obligation for the paynment of any expenses or
obligations of the authority, including, but not limted to,
bond principal and interest, the funding or refundi ng of any
reserves, and any administrative or operating expenses

what soever, other than for the advance of funds for initial
operating expenses of the authority contained in section 701
to be repaid by the authority as set forth in sections 206(b)
and 701.

(4) Bonds of the authority shall contain a prom nent
statenment of the limtation set forth in this subsection and
shall further recite that obligees of the authority shal
have no recourse, either legal or noral, to the Commobnweal th
or to any other government agency including the city or

school district for paynment of such bonds.

Section 204. Term of existence of authority.

The authority shall have continuing existence and successi on
for a termnot exceeding one year after all of its liabilities,
including, without limtation, its bonds have been fully paid
and di scharged. Upon the term nation of the existence of the
authority, all of its rights and properties, including funds

remai ning in the debt service reserve fund, shall be paid to the
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Commonweal th to the extent the Commonweal th has contri buted such
rights or property; otherw se such rights or property shall pass

to and be vested in the assisted city or _school district,

whi chever i s appropri ate.

Section 208. Authority's financial assistance to cities.
(a) Loans.--Provided the authority has entered into an

i nt ergovernnental cooperation agreenment with a city or _schoo

authority may render financial assistance to the city or school

district in the formof |loans and grants fromauthority funds

i ncl udi ng proceeds from bonds, and the city or _school district

may borrow or receive such funds for any |awful purpose.
However, if the authority has not entered into an

i nt ergovernnental cooperation agreenment with a city or schoo

effect, the authority shall not render financial assistance to

the city or school district except for any anmounts necessary to

enabl e such city or school district to pay principal of or

interest on its outstandi ng bonds, or |ease paynents securing
bonds of other governnment agencies, as provided for in section
209(a). Loans and grants authorized by this section shall be
made on such terns and conditions as a qualified majority of the
board shal | approve.

(b) Gty or school district pledge.--A city or school

district may pledge any avail abl e source of revenue to secure
paynents due to the authority under any agreenment with the
authority, including an intergovernnmental cooperation agreenent.

Any pl edge of revenues made by a city or school district for

t hese purposes, including without Iimtation, a pledge of tax

revenues, shall be binding and enforceabl e upon such city or
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school district and its governing body for as |ong as any

agreenent secured by such pledge remains outstanding. A city or

school district shall take no action during the termof such

agreenent, or so long as bonds secured by paynents under such
agreenent are outstanding, that would transfer for another
pur pose or reduce pledged revenues, or take any other action
whi ch would inpair the rights of the authority or obligees of
the authority.

(c) Additional city or school district appropriations.-- A

city that receives a loan or grant fromthe authority after such

city or school district has adopted its operating budget may, at

any time during the course of a fiscal year, nake additional
appropriations to the extent of the proceeds of such | oan or

grant received or to be received by such city or school district

in such fiscal year.
Section 209. Financial plan of an assisted city.

(a) Requirenment of a financial plan.--Wile any bonds issued
by the authority to assist a city remain outstanding, an

assisted city or school district shall devel op, inplenment and

periodically revise a financial plan as described in this
section. The authority shall not provide the net proceeds of the
initial bond issue described in section 317 and any subsequent
bond i ssue, other than any anounts necessary to enable such city

or _school district to pay principal of or interest onits

out st andi ng bonds, or |ease paynments securing bonds of other
gover nment agenci es, which paynents, in the authority's

di scretion, may be made directly to the paying agents for such

bonds, until the authority and the city or school district have
agreed upon such a pl an.

(b) Elenments of plan.--The financial plan shall include:
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1
2
3
4
5
6
-
8
9

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

(1) Projected revenues and expenditures of the principal

operating fund or funds of the city or school district for

five fiscal years consisting of the current fiscal year and
the next four fiscal years.
(2) Plan conponents that wll:

(i) elimnate any projected deficit for the current
fiscal year and for subsequent fiscal years;

(ii) restore to special fund accounts noney from
t hose accounts used for purposes other than those
specifically authorized;

(ii1) balance the current fiscal year budget and
subsequent budgets in the financial plan through sound
budgetary practices, including, but not limted to,
reductions in expenditures, inprovenments in productivity,
i ncreases in revenues, or a conbination of these steps;

(iv) provide procedures to avoid a fiscal energency

condition in the future; and

credit markets.

(c) Standards for formnulation of plan.--

(1) Al projections of revenues and expenditures in a
financial plan shall be based on reasonabl e and appropriate
assunptions and net hods of estimation, all such assunptions
and nmethods to be consistently applied.

(2) Al revenue and appropriation estimtes shall be on
a nodified accrual basis in accordance with generally
accepted standards. Revenue estimtes shall recognize
revenues in the accounting period in which they becone both

nmeasur abl e and avail able. Estimates of city-generated or
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school district revenues shall be based on current or

proposed tax rates, historical collection patterns, and
general ly recogni zed econonetric nodels. Estimates of
revenues to be received fromthe State governnent shall be
based on historical patterns, currently available |evels, or
on | evel s proposed in a budget by the Governor. Estimates of
revenues to be received fromthe Federal CGovernnment shall be
based on historical patterns, currently available |evels, or
on | evels proposed in a budget by the President or in a
congressi onal budget resolution. Nontax revenues shall be
based on current or proposed rates, charges or fees,

hi storical patterns and generally recogni zed econonetric
nodel s. Appropriation estimates shall include, at a m ni num
all obligations incurred during the fiscal year and estinated
to be payable during the fiscal year or in the 24-nonth
period following the close of the current fiscal year, and
all obligations of prior fiscal years not covered by
encunbered funds fromprior fiscal years. Any deviations from
t hese standards of estinmating revenues and appropriations

proposed to be used by a city or school district shall be

specifically disclosed and shall be approved by a qualified
maj ority of the board.

(3) Al cash flow projections shall be based upon
reasonabl e and appropriate assunptions as to sources and uses
of cash, including, but not limted to, reasonable and
appropriate assunptions as to the timng of receipt and
expenditure thereof and shall provide for operations of the

assisted city or school district to be conducted within the

resources so projected. Al estimtes shall take due account

of the past and anticipated collection, expenditure and
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(d) Formof plan.--Each financial plan shall, consistent

with the requirenments of an assisted city's or school district's

1

2

3

4

5 hone rule charter or optional plan of governnent:
6 (1) be in such formand shall contain:

7 (1) for each of the first two fiscal years covered
8 by the financial plan such information as shall reflect
9

an assisted city's or school district's total

10 expenditures by fund and by |unp sum anount for each

11 board, conm ssion, departnent or office of an assisted
12 city or each principal adm nistrative unit of an assisted
13 school district; and

14 (ii) for the remaining three fiscal years of the

15 financial plan such information as shall reflect an

16 assisted city's or _school district's total expenditures
17 by fund and by | unp sum anount for ngj or object

18 classification;

19 (2) include projections of all revenues and expenditures
20 for five fiscal years, including, but not limted to,

21 proj ected capital expenditures and short-termand | ong-term
22 debt incurrence and cash flow forecasts by fund for the first
23 year of the financial plan;

24 (3) include a schedule of projected capital commtnents
25 of the assisted city or school district and proposed sources
26 of funding for such commtnents; and

27 (4) be acconpanied by a statenment describing, in

28 reasonabl e detail, the significant assunptions and net hods of
29 estimation used in arriving at the projections contained in
30 such pl an.
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(e) Annual subm ssion of plan.--An assisted city or_school

district shall develop, and the authority shall review and act

upon, an initial five-year financial plan for the city or_ school

act. During each subsequent fiscal year while bonds of the
authority are outstandi ng, the mayor or chief executive officer

of each assisted city or the superintendent of each assisted

school district shall, at |east 100 days prior to the beginning

of its fiscal year, or on such other date as the authority may

district, prepare and submit its proposed five-year plan. At the

same time the plan is submtted, the mayor or chief executive

officer or the superintendent of the school district shall also

submt to the authority:
(1) the mayor's, or chief executive officer's, or

superi ntendent's proposed annual operating budget, and

capi tal budget, which shall be consistent with the first year
of the financial plan, and which shall be prepared in

accordance with the assisted city's or school district's home

rule charter or other optional plan of governnent; and
(2) a statenment by the mayor, or chief executive
of ficer, that such budget:

(i) 1is consistent with the financial plan;

(ii) contains funding adequate for debt service
paynents, |legally nmandated services and | ease paynents
securing bonds of other governnent agencies; and

(i1i1) is based upon reasonabl e and appropriate
assunptions and net hods of estination.

(f) Authority review and approval of plan.--

(1) The authority shall pronptly review each financi al
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pl an, proposed operating budget and capital budget submtted

by the assisted city or school district. In conducting [such]

the review for an assisted city, the authority shall request

fromthe city controller of the assisted city an opinion or
certification prepared in accordance with generally accepted
audi ting standards, with respect to the reasonabl eness of the
assunptions and estimates in the financial plan. The city
controller and other elected officials shall conply with any
such request fromthe authority. Not nore than 30 days after
subm ssion of a financial plan and proposed operating budget,
the authority shall determ ne whet her
(1) the financial plan projects bal anced budgets,
based upon reasonabl e assunptions as described in this
section, for each year of the plan; and
(ii) the proposed operating budget and capital

budget are consistent with the proposed financial plan.

If the authority determines that these criteria are
satisfied, the authority shall approve such financial plan by
a qualified majority vote.

(2) The authority shall not be bound by any opinions or
certifications of the city controller of the assisted city
i ssued pursuant to this subsection.

(3) If the authority fails to take any action within 30
days on a financial plan, the financial plan as subnmtted
shall be deened approved. However, if during the 30 days a
witten request by two nmenbers of the authority board for a
neeti ng and vote on the question of approval of the financial
pl an has been submitted to the chairperson and a neeting and
vot e does not take place the financial plan shall be deened

di sapproved.
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(g) Authority disapproval of plan.--
(1) |If the authority disapproves the proposed financi al
pl an, the authority shall, when it notifies an assisted city

or school district of its decision, state in witing in

reasonabl e detail the reasons for such di sapproval, including
t he amount of any estimated budget i nbal ance.

(2) The assisted city or school district shall submt a

revised financial plan to the authority within 15 days of
such di sapproval, which revised plan elimnates the budget

i mbal ance. Not nore than 15 days after the subm ssion of such
revised financial plan, the authority shall determ ne whether
the revised plan satisfies the criteria set forth in
subsection (f)(1). If the authority determ nes that these
criteria are satisfied, the authority shall approve such
financial plan by a qualified majority vote. If the authority
shall not so approve the financial plan, then the authority
shall, subject to the occurrence of the events described in

section 210(e), certify the assisted city's or school

Secretary of the Budget.
(h) Revisions to plan.--

(1) Wile any bonds of the authority renmain outstanding,
the plan shall be revised on an annual basis to include the
operating budget for the next fiscal year and to extend the
plan for an additional fiscal year. In addition, the nayor or

superi ntendent of an assisted school district shall, within

90 days of assuming office, propose revisions to the
financial plan, or certify to the authority that he or she

adopts the existing plan. A city or _school district may,
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24
25
26
27
28
29
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during the course of a fiscal year, submt proposed revisions
to the financial plan, and shall submt a proposed revision

for any amendnment to the city's or school district's

operating or capital budget.

(2) The authority shall review each proposed revision
wi thin 20 days of its subm ssion. The authority shall approve
the revision if it will not, based on reasonabl e assunpti ons,
cause the plan to becone inbal anced. Proposed revisions shal
becone part of the financial plan upon the approval of a
qualified majority of the authority board, unless sone other
nmet hod of approval is permtted by authority rules and
regul ati ons approved by a qualified majority, or pursuant to

an agreenment with the city or school district contained in an

i nt ergovernnental cooperation agreenent. |If the authority
fails to take action within 20 days on a proposed revision,
such subm ssion shall be deened approved unless a witten
request for a neeting and vote has been nade in accordance
with section 209(f)(3) in which event if a neeting and vote
does not take place, the proposed revision shall be deened
di sapproved.

district adopts a budget inconsistent with an approved

financial plan, that city or school district shall submt the

enacted budget to the authority as a proposed revision to the
pl an. The authority shall review the proposed revision wthin
30 days of its subm ssion, in accordance with the criteria
set forth in subsection (f) and the approval process set
forth in paragraph (2).

(1) Supplenental reports.--Wthin 45 days of the end of each

fiscal quarter, or nonthly if a variation fromthe financial
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pl an has been determ ned in accordance with section 210(c), the

superintendent of an assisted school district shall provide the

authority with reports describing actual or current estimtes of
revenues and expenditures conpared to budgeted revenues and
expenditures for such period reflected in its cash flow
forecast. Each report required under this section shall indicate
any variance between actual or current estimtes and budgeted
revenues, expenditures and cash for the period covered by such

report. An assisted city or school district shall also provide

periodic reports on debt service requirenents in conformty wth
section 210(b).
(j) Effect of plan upon contracts and coll ective bargai ni ng
agreenents. - -
(1) A contract or collective bargaining agreenent in

exi stence in an assisted city or school district prior to the

approval by the authority of a financial plan submtted
pursuant to this section shall remain effective after
approval of such plan until such contract or agreenent
expires.

(2) After the approval by the authority of a financial
plan submtted pursuant to this section, an assisted city or

school district shall execute contracts and collective

bar gai ni ng agreenents in conpliance with such plan. If a city

or school district executes a contract or a collective

bar gai ni ng agreenent which is not in conpliance with the
pl an, the contract or agreenent shall not be void or voidable

solely by reason of such nonconpliance, but the city or

school district shall submt to the authority a proposed

revision to the plan which denonstrates that revenues
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sufficient to pay the costs of the contract or collective
bar gai ni ng agreenent will be available in the affected fiscal
years of the plan.

(k) Effect of plan upon certain arbitrati on awards. --

(1) After the approval by the authority of a financial
pl an submtted pursuant to this section, any determ nation of
a board of arbitration established pursuant to the provisions
of the act of June 24, 1968 (P.L.237, No.111), referred to as
the Policenen and Firenmen Col |l ective Bargai ning Act,
providing for an increase in wages or fringe benefits of any
enpl oyee of an assisted city under the plan, in addition to
consi dering any standard or factor required to be considered
by applicable law, shall take into consideration and accord
substanti al weight to:

(1) the approved financial plan; and

(1i) the financial ability of the assisted city to
pay the cost of such increase in wages or fringe benefits
wi t hout adversely affecting | evels of service.

(2) Such determnation shall be in witing and a copy
t hereof shall be forwarded to each party to the dispute and
the authority. Any determ nation of the board of arbitration
whi ch provides for an increase in wages or fringe benefits of
any enpl oyee of an assisted city shall state with specificity
inwiting all factors which the board of arbitration took
into account in considering and giving substantial weight to:

(i) the approved financial plan of the assisted
city; and

(ii) the assisted city's financial ability to pay
t he cost of such increase.

(3) (i) Any party to a proceeding before a board of
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1 arbitration nmay appeal to the court of common pleas to

2 revi ew.

3 (A) the consideration of the assisted city's

4 financi al plan;

5 (B) the determnation as to the assisted city's
6 financial ability to pay; or

7 (C the failure of the board of arbitration to
8 i ssue a determnation including a detailed witing of
9 all factors which the board of arbitration took into
10 account in considering and giving substantial weight
11 to the assisted city's financial ability to pay and
12 the assisted city's financial plan

13 (i1i) The decision of the board of arbitration shal
14 be vacated and remanded to the board of arbitration if
15 the court finds:

16 (A) that the board of arbitration failed to take
17 into consideration and accord substantial weight to
18 t he approved financial plan

19 (B) that the board of arbitration's
20 determ nation as to the assisted city's financia
21 ability to pay is not supported by substantia
22 evi dence as produced by the parties to the
23 proceedi ngs before the board of arbitration; or
24 (C© that the board of arbitration has failed to
25 state with specificity in witing the factors which
26 it took into account in considering and giving
27 substantial weight to the assisted city's financia
28 ability to pay or the assisted city's approved
29 fi nanci al plan.
30 (ti1) Such appeal shall be commenced not | ater than
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30 days after the issuance of a final determ nation by
t he board of arbitration.

(iv) If, after the exhaustion of all appeals, the
final arbitration award is not in conpliance with the
approved financial plan, the award shall not be void or
voi dabl e sol ely by reason of such nonconpliance but the
assisted city shall submt to the authority a proposed
revision to the plan which denonstrates that revenues
sufficient to pay the costs of the award will be
avai lable in the affected fiscal years of the plan.

Section 210. Powers and duties of authority with respect to
fi nanci al pl ans.
(a) Formulation and approval of plan.--To enhance the
security of bonds issued by the authority, to mnimze the need
for future borrowi ng by the authority, and to advance the

financial recovery of each assisted city or school district, the

authority shall require such city to submt a five-year
financial plan in accordance with section 209. Wth regard to
the formul ati on of such plan, the authority shall:

(1) Consult with an assisted city or school district as

it prepares the financial plan.

(2) Prescribe the formof the financial plan, insofar as

government and with this act.
(3) Prescribe the supporting information required in
connection with such plan, such information to include at a
m ni mum
(i) debt service paynents due or projected to be due

during the relevant fiscal years;
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(1i) paynents for legally nmandated services included
in the plan and due or projected to be due during the
rel evant fiscal years; and
(1i1) a statenent in reasonable detail of the
signi ficant assunptions and net hods of estinmation used in
arriving at the projections in the plan.
(4) Exercise any rights of approval or disapproval, and
i ssue such recommendati ons as are authorized by this act in
accordance with the standards for formulation of the plan set
forth in section 209(c).
(b) Authority functions after plan is approved.--After a
financi al plan has been approved, the authority shall:
(1) Receive and review
(i) the financial reports submtted by the nmayor or

superi nt endent of an assisted school district under

section 209(i);
(ii) reports concerning the debt service

requi renents on all bonds, notes of such city or_ school

the follow ng quarter, which reports shall be in such
formand contain such information as the authority shal
determ ne, and which shall be issued no |ater than 60
days prior to the beginning of the quarter to which they
pertain, and shall be updated inmedi ately upon each

i ssuance of bonds or notes, by the assisted city or

school district or execution of a | ease securing bonds of

anot her governnent agency, after the date of such report

to reflect any change in debt service requirenents as a
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result of such issuance; and
(ti1) any additional information provided by the

assisted city or school district concerning changed

conditions or unexpected events which nmay affect the

city's or _school district's adherence to the financi al

pl an. The reports described in subparagraph (ii) shall be

certified by the city controller.

(2) Determne, on the basis of information and reports
descri bed in subsection (b)(l), whether an assisted city or

school district has adhered to the financial plan.

(c) Variation fromthe plan.--If the authority deterni nes,

assisted city's or school district's actual revenues and

expenditures vary fromthose estimated in the financial plan,

the authority shall require the city or school district to

provi de such additional information as the authority deens
necessary to explain the variation. The authority shall take no

action with respect to an assisted city or school district for

departures fromthe financial plan in a fiscal quarter if:

(1) the city or school district provides a witten

explanation for the variation that the authority deens
reasonabl e;

(2) the city or school district proposes renedial action

which the authority believes will restore the city's or

school district's overall conpliance with the financial plan;

(3) information provided by the city or school district

in the i Mmedi ately succeeding quarterly financial report
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1 denonstrates that the city or school district is taking such
2 remedi al action and otherw se conplying with the plan; and

3 (4) the city or school district submts nonthly

4 suppl enental reports in accordance with section 209(i) until
5 it regains conpliance with the financial plan.

6 (d) Authority may make recommendati ons.--The authority may
7 at any tine issue reconmendations as to how an assisted city or
8 school district may achi eve conpliance with the financial plan,
9 and shall provide copies of such reconmendati ons to the mayor

10 [or], chief executive officer, superintendent of schools and the
11 governing body of the city and to the officials named in section
12 203(b)(5).

13 (e) Wen Commonweal th shall w thhold funds. --

14 (1) The authority shall certify to the Secretary of the
15 Budget an assisted city's or school district's nonconpliance
16 with the financial plan during any period when the authority
17 has determ ned by the vote of a qualified mgjority that the
18 city or school district has not adhered to the plan and has
19 not taken acceptable renedial action during the next quarter
20 foll ow ng such departure fromthe plan.
21 (2) The authority shall certify to the Secretary of the
22 Budget that an assisted city or school district is not in
23 conpliance with the plan if the city or school district:
24 (i) has no financial plan approved by the authority,
25 or has failed to file a financial plan with the
26 authority; or
27 (i1i) has failed to file mandatory revisions to the
28 plan or reports as required by section 209(h), (i), (j)
29 or (k); and
30 (ii1) bhas not been conpelled to file a financia
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pl an, a mandatory revision to the plan, or a report

t hrough a nandanus action authori zed under subsection
(i)-

(3) If the authority certifies that an assisted city or

school district is not in conpliance with the financial plan

under paragraph (1) or (2), the Secretary of the Budget shal

notify the city or school district that such certification

has been nade and that each grant, |oan, entitlement or

paynent to the assisted city or school district by the

Commonweal th, or any of its agencies, including paynent from

the city or school district account established pursuant to

section 314, shall be suspended pendi ng conpliance with the
financial plan. Funds withheld shall be held in escrow by the

Commonweal th or in the case of the city or school district

account, be retained in that city or school district account,

until conpliance with the plan is restored as set forth in
par agraph (4). Funds held in escrow pursuant to this
subsection shall not | apse pursuant to section 621 of the act
of April 9, 1929 (P.L.177, No.175), known as The
Adm ni strative Code of 1929 or any other |aw.

(4) The authority shall, by qualified majority vote,
determ ne when the conditions which caused an assisted city

or _school district to be certified as not in conpliance with

the financial plan have ceased to exist, and shall pronptly
notify the Secretary of the Budget of such vote. The
Secretary of the Budget shall thereupon release all funds
held in escrow, together with all interest and i ncone earned
t hereon during the period held in escrow and the

di sbursenents of anmpbunts in the city or school district

account shall resume as provided in section 314(c).
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(f) Exenptions for an assisted city.--Notw thstanding the

provi si ons of subsection (e), the follow ng shall not be

wi thhel d froman assisted city:

(1) funds for capital projects under contract in
progr ess;

(2) funds granted or allocated to an assisted city
directly froman agency of the Commonweal th, or fromthe
Federal Government for distribution by the Coormonwealth after
the declaration of a disaster resulting froma catastrophe;

(3) pension fund paynments required by |aw,

(4) funds adm nistered by the assisted city's Departnent
of Human Services or Departnent of Health that provide
benefits or service to recipients;

(5) funds that the assisted city has pledged to repay
bonds or notes issued under the act of October 18, 1972
(P.L.955, No.234), known as The First Cass City Revenue Bond
Act; and

(6) funds appropriated by the Conmonweal th for the court
systemor correctional progranms of the assisted city.

(f.1) Exenptions for an assi sted school district.--

Not wi t hst andi ng t he provi sions of subsection (e), the foll ow ng

shall not be withheld from an assi sted school district:

(1) Funds for capital projects under contract in

(2) Funds granted or allocated to an assi sted school

district directly froman agency of the Commpbnwealth, or from

the Federal Governnent for distribution by the Conmbnweal t h.

(3) Pension fund paynents required by | aw

(g) Effect of Commonwealth's failure to disburse funds.--The

provi sions of subsection (e) also shall not apply and an
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assisted city or school district shall not be found to have

departed fromthe financial plan due to the Commonweal th's
failure to pay any noney, including paynent of Federal funds
di stributed by or through the Comonweal th, due to the city or

school district from noneys appropriated by the General

Assenbl y.
(h) Assisted city to determ ne expenditure of avail able
funds.--Nothing in this act shall be construed to limt the

power of an assisted city or school district to determ ne, from

time to tinme, within available funds of the assisted city or

school district, the purposes for which expenditures are to be

made by the assisted city or school district and the anmounts of

such expenditures then permtted under the financial plan of the

assisted city or _school district.

(i) Docunents and exam nations to be reviewed or undertaken

by the authority.--The authority shall:

(1) receive froman assisted city or _school district,
and review, the reports, docunents, budgetary and fi nanci al
pl anni ng data and other information prepared by or on behal f

of such assisted city or _school district and which are to be

made available to the authority under this act;

(2) receive froma corporate entity or school district
and review, the reports, docunents, budgetary and fi nanci al
pl anni ng data and other information prepared by or on behal f
of a corporate entity or school district and which are to be
made available to the authority under this act, as the
authority deens necessary to acconplish the purposes of this
act ;

(3) inspect and copy such books, records and infornmation

of an assisted city, corporate entity or school district as
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the authority deens necessary to acconplish the purposes of
this act; and
(4) conduct or cause to be conducted such independent
audits, exam nations or studies of a school district or
assisted city's finances as the authority deens appropriate.
(5) conduct or cause to be conducted such independent
audits, exam nations or studies of a corporate entity's
finances as the authority by a qualified majority of the
board deens appropri ate.
(j) Renedies of authority for failure of an assisted city or

school district to file financial plans and reports.--In the

event that an assisted city or school district shall fail to

file with the authority any financial plan, revision to a
financial plan, report or other information required to be filed
with the authority pursuant to this act, the authority, in
addition to all other rights which the authority nmay have at | aw
or in equity, shall have the right by mandanus to conpel the

assisted city or school district and the officers, enployees and

agents thereof to file with the authority the financial plan,
revision to a financial plan, report or other information which

the assisted city or school district has failed to file. The

authority shall give the assisted city or school district

action under this subsection and shall not initiate such an

action earlier than ten days after the giving of such notice.

Section 211. Limtation on authority and on assisted cities to
file petition for relief under Federal bankruptcy
I aw.

(a) Limtation on bankruptcy filing.--Notw thstanding any
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ot her provision of law, so long as the authority shall have
out st andi ng any bonds issued pursuant to this act, the authority

and any assisted city or school district shall not be authorized

to file a petition for relief under 11 U S.C. Ch. 9 (relating to
bankruptcy), or any successor Federal bankruptcy |aw, and no
gover nment agency shall authorize the authority or such city or

school district to becone a debtor under 11 U.S.C. Ch. 9 or any

successor Federal bankruptcy |aw.
(b) Bankruptcy filing approval.--In addition to the
[imtation set forth in subsection (a), and notw thstandi ng any

ot her provision of law, no city or school district of the first

cl ass shall be authorized to file a petition for relief under 11
US.C Ch. 9 or any successor Federal bankruptcy |aw, unless
such petition has first been submtted to, and the filing
t hereof has been first approved in witing by the Governor. The
Governor is hereby designated, in accordance with 11 U S.C. §
109(c)(2) (relating to the debtor status of a nunicipality), as
t he organi zation of the Comonweal th which shall have power to
approve or disapprove the filing of any such petition of a
political subdivision, and to approve or disapprove any plan of
readj ustment of the debts of any such political subdivision
prepared, filed and submitted with the petition to the court, as
provi ded under 11 U S.C. Ch. 9.

(c) Review of bankruptcy petition.--

(1) Wen any such petition shall be subnmitted to the
Governor for approval, acconpanied with a proposed plan of

readj ustment of the debts of a city or school district, the

Governor shall make a careful and thorough investigation of

the financial condition of such city or school district, of

its assets and liabilities, of its sinking fund, and whet her
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the affairs thereof are managed in a careful, prudent and
econom ¢ manner in order to ascertain whether the
presentation of such petition is justified, or represents an

unjust attenpt by such city or school district to evade

paynent of some of its contractual obligations, and, if the
Governor believes that such petition should be approved,
whet her the plan of readjustnent submtted will be hel pful to

the financial condition of the city or school district, and

is feasible, and at the sanme tine fair and equitable to al
creditors.

(2) The Governor shall also, prior to giving its
approval, ascertain the anount, if any, of the obligations of

any such petitioning city or school district which is held by

any agency or agencies of the State governnment as trust

funds, and shall, before approving any such petition and pl an
of readjustnent, consult with and give every such agency an
opportunity to be heard and the privilege to exam ne the
findings of the Governor resulting fromthe investigation

her ei nbefore required to be made, and shall |ikew se hear any

other creditor of such city or school district, whether

resident in or outside of this Conmmonweal th, who shall apply
t herefor.

(3) The Governor, if it approves a petition, shall,
before giving its approval, require such nodification in the
proposed plan for readjusting the debts as to it appears
proper .

(d) Effective date.--Subsections (b) and (c) shall take

effect on the effective date of this act and shall apply to an
assisted city whenever the authority does not have any

out st andi ng bonds i ssued pursuant to this act.
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Section 4. Chapter 3 of the act is anmended by adding a
subchapt er headi ng and a subchapter to read:
CHAPTER 3
BONDS AND FUNDS OF AUTHORI TY
SUBCHAPTER A

CITIES OF THE FI RST CLASS

* * %

SUBCHAPTER B

SCHOOL DI STRICTS OF THE FI RST CLASS

Secti on 341. Bonds.

(a) Authorization.--The bonds of the authority shall be

aut hori zed by resol ution of the board by vote of a qualified

maj ority and shall be of such series, bear such date or dates,

bear or accrue interest at such rate or rates as shall be

deterni ned by the board as necessary to i ssue and sell the

aut hori zed bonds, be in such denoni nati ons, be in such form

ei ther coupon or fully registered w thout coupons, or in

certificated or book-entry-only form carry such regi strati on,

exchangeability and i nterchangeability privil eges, be payable in

such nedi um of paynent and at such pl ace or places, be subject

to such terns of redenption, and be entitled to such priorities

of paynent in the revenues or recei pts of the authority, as such

resol ution or resol utions of the board may provide. The bonds

shall be signed by or shall bear the facsim !l e signatures of

such officers as the board shall determ ne, and coupon bonds

shal|l have attached thereto i nterest coupons bearing the

facsimle signature of the treasurer of the authority, and al

bonds shall be authenticated by an authenticati ng agent, fi scal

agent or trustee, all as may be prescribed in such resol ution or

resol uti ons. Any such bonds may be i ssued and deli ver ed
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notw t hst andi ng that one or nore of the officers signing such

bonds or the treasurer whose facsimle signature shall be upon

t he coupon, or any thereof, shall have ceased to be such officer

or officers at the tine when such bonds shall actually be

del i ver ed.

(b)Y WMaturity date. --

(1) Bonds issued to finance a deficit other than a cash

flow deficit or to provide other financial assistance to an

assi sted school district shall mature at such tine or tines

not exceeding ten years fromtheir respecti ve dates of

original issue as the authority shall by resol ution

det er ni ne.

(2) Bonds issued to finance the costs of capital

projects shall mature at such tine or tines not exceedi ng the

wei ght ed average useful life of the projects being financed

and in no event exceeding 30 yvears fromtheir respective

dates of original issue as the authority shall by resol ution

det er ni ne.

(3) Bonds issued in anticipation of incone of the

authority or to finance a cash flow deficit of a school

district shall mature within the fiscal year of the date of

i ssuance thereof, except for bonds issued in anticipati on of

grants fromthe Commonweal th, a governnent agency or Feder al

agency, which bonds shall mature no later than the ti ne of

antici pated recei pt of such grant.

(4) Bonds i ssued to purchase obligati ons of a school

district shall mature not nore than 30 days after the

maturity of the obligati ons purchased.

(c) Sale.--Bonds may be sold at public sale or invited sal e

for such price or prices and at such rate or rates of interest

19960H2839B3949 - 47 -



© 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

as the authority shall determ ne. Bonds may be sold at private

sal e by negotiati on at such price or prices and at such rate or

rates of interest as the authority shall determne, but only if

the authority nakes a witten public expl anati on of the

ci rcunstances and justification for the private sale by

negoti ati on. Pendi ng the preparation of the definitive bonds,

interimreceipts may be i ssued to the purchaser or purchasers of

such bonds and nmay contain such terns and conditi ons as the

authority may deternine.

(d) Neqgotiable instrunents.--Bonds of an authority shal

have the qualities of neqgotiable instrunents under 13 Pa.C. S.

(relating to commerci al code).

(e) Use of proceeds.--The proceeds of an i ssue of bonds nay

be used to pay the costs of issuance of such bonds; to pay costs

of administration of authority assi stance to a school district;

to fund reserves for such bonds; to capitalize interest on such

bonds for a period not to exceed 12 nonths; to fund an exi sting

or projected deficit of a school district or to provide for

ot her financial assistance to a school district; to fi nance any

cash flow deficit of a school district or of the authority; or

to purchase any obligations of a school district issued to

finance cash flow deficits; or to pay the costs of capital

projects; provided that the authority shall not issue bonds to

fi nance the costs of a capital project in and for an assi sted

school district unless it receives the request described in

subsection (g) acconpanied by a certification that the assi sted

school district cannot obtain financing for such capital

projects at reasonable rates except through the i ssuance of

authority bonds and that the constructi on or acqui siti on of such

capital projects is a material el enent of such school district's
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approved financial plan and the authority determ nes by a

qualified majority of the board is:

(1) an energency capital project which nust necessarily

be undertaken as a direct result of an order by a court of

conpetent jurisdiction or for the repair or replacenent of an

existing facility that had been placed in service prior to

the effective date of this act and is owned or occupi ed by a

school district on the effective date of this act; or

(2) a capital project necessary to achi eve savi ngs and

bal anced budgets under an approved financi al pl an.

In addition to the requirenent of a qualified npjority of the

board, the Governor and either the Auditor General or State

Treasurer shall certify that a capital project under paragraph

(2) is a capital project necessary to achi eve savi ngs and

bal anced budgets under an approved financial plan of an assi sted

school district.

(f) Refunding.--Subject to the provisions of the outstandi ng

bonds, notes, or other obligations i ssued under this or other

acts and subject to the provisions of this act, the authority

shall have the right and power to refund any outstandi ng debt of

the authority or a school district, whether such debt represents

principal or interest, in whole or in part, at any tine. The

term"refund" and its variations shall nean the i ssuance and

sal e of obligations the proceeds of which are used, or are to be

used, for the paynment or redenption of outstandi ng obligations

upon or prior to maturity. The term of any bonds i ssued for

ref undi ng purposes shall not extend to a naturity date whi ch

coul d not have been included in the original issue of bonds

bei ng refunded.

(d) School district request prerequisite.--The authority
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shall not issue any bonds except bonds to refund its bonds,

unl ess it has received a request froma school district for such

i ssuance executed by the superintendent of the school district

and approved by the governi ng body of the school district by

resol uti on.

Secti on 342. Exenpti on from taxati on.

The effectuati on of the authori zed purposes of the authority

shall and will be in all respects for the benefit of the people

of this Commonwealth, for the increase of their commerce and

prosperity and for the i nprovenents of their health, safety,

wel fare and living conditions; and, since the authority will, as

a public instrumentality of the Cormonweal th, be perforn ng

essenti al governnental functions in effectuati ng such purposes,

the authority shall not be required to pay any taxes or

assessnents upon any property acquired or used or pernitted to

be used by the authority for such purposes; and the bonds i ssued

by the authority, their transfer and the i ncone therefrom

i ncluding any profits nade on the sale thereof, shall, at al

tines, be free from State and | ocal taxation within this

Commpnweal th. This exenption shall not extend to gift, estate,

successi on or inheritance taxes or any ot her taxes not | evied

directly on the bonds, the transfer thereof, the incone

therefromor the realization of profits on the sale thereof.

Section 343. Validity of bonds; limtati on on acti ons.

(a) Presunption.--Any bond reciting in substance that it has

been i ssued by the authority to acconplish the public purposes

of this act shall be conclusively deened in any suit, action or

proceedi ng i nvolving the validity or enforceability of such

bonds or security therefor to have been i ssued for such
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(b)) Filing.--The authority may cause a copy of any

resol uti on authori zing the i ssuance of bonds adopted by it to be

filed for public inspection in its office and in the office of

the clerk of the governi ng body of the school district to be

assi sted and may t hereupon cause to be published in a newspaper

of general circul ation published or circulating in the city a

noti ce stating:

(1) The fact and date of such adopti on.

(2) The places where such resol uti on has been so fil ed

for public inspection.

(3) The date of publication of such notice.

(4) That any action or proceedi ng of any kind or nature

in any court questioning the validity or proper authorization

of bonds provided for by the resolution, or the validity of

any covenants, agreenents or contract provided for by such

resol uti on shall be commenced within 10 days after the

publicati on of such noti ce.

If any such notice shall at any tine be published and if no

action or proceedi ng questioning the validity or proper

aut hori zati on of bonds provided for by the resolution referred

to in such notice, or the validity of any covenants, agreenents

or contract provided by such resolution, shall be commenced

within 10 days after the publication of such notice, then al

resi dents, taxpayers and owners of property in the city and al

ot her persons what soever shall be forever barred and forecl osed

frominstituti ng or conmenci ng any action or proceeding i n any

court, or pleading any defense to any acti on or proceedi ngs,

questioning the validity or proper authorizati on of such bonds,

or the validity of any such covenants, agreenents or contracts

and sai d bonds, covenants, agreenments and contracts shall be
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concl usi vely deened to be valid and bi nding obligations in

accordance with their terns and tenor.

(c) Estoppel.--After issuance of bonds, all such bonds shal

be concl usively presuned to be fully authorized and i ssued by

all the laws of this Commpbnweal th, and any person shall be

est opped from questi oning their sale, execution or delivery by

the authority.

Secti on 344. Provi si ons of bonds; trust indentures.

In connection with the i ssuance of bonds and in order to

secure the paynent of such bonds, the authority, in addition to

its other powers, shall have the power to:

(1) pledge or grant a security interest in all or any

part of its gross or net revenues, including the proceeds of

any tax levied for the purposes of or nmde avail able for use

by the authority, to which its right then exists or which nay

thereafter cone into exi stence;

(2) qgrant a security interest in all or any part of its

personal property then owned or thereafter acquired;

(3) covenant agai nst pledging or granting a security

interest in all or any part of its revenues or all or any

part of its personal property to which its right or title

exists or may thereafter cone into exi stence, or agai nst

permitting or suffering any |lien on such revenues or

property; covenant with respect to linmtations on its right

to sell, | ease or otherwi se di spose of any of its real

property:; and covenant as to which other or additional debts

or obligations may be incurred by it;

(4) covenant as to the bonds to be issued and as to the

i ssuance of such bonds, in escrow or otherwi se, and as to the

use and di sposition of the proceeds thereof; provide for the
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repl acenent of |ost, destroyed or mutil ated bonds; covenant

agai nst extending the tinme for the paynent of bonds or

i nterest thereon; redeem the bonds, and covenant for their

redenpti on and provide the terns and conditi ons thereof;

(5) covenant as to the anpunt of revenues to be received

in each fiscal year or other period of tine by the authority,

as well as to the use and di sposition to be nmade thereof,

create or authorize the creation of special funds or reserves

for debt service or other purposes, and covenant as to the

use and di sposition of the noneys held in such funds;

(6) prescribe the procedure, if any, by which the terns

of any contract with bondhol ders nmay be anended or abrogated,

and the anpunt of bonds the hol ders of whi ch nust consent

thereto, and the nmanner in which such consent nay be given;

(7)) covenant as to the use of any or all of its real or

personal property, to warrant its title, and covenant as to

the mai ntenance of its real and personal property, the

repl acenent thereof, the i nsurance to be carried thereon and

the use and di sposition of insurance proceeds;

(8) covenant as to the rights, liabilities, powers and

duties arising upon the breach by it of any covenant,

condition or obligation, provided that the authority shal

not be permtted to covenant that upon such breach any or al

of its bonds shall becone or may be decl ared due before

stated maturity;

(9) vest in a trustee or the hol ders of bonds, or any

proportion of them the right to enforce the paynent of the

bonds or any covenants securing or relating to the bonds;

vest in a trustee the right, in the event of default in

paynents of interest or on principal of bonds by the
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authority, to take possessi on and use, operate and nmanage any

real or personal property and to coll ect the revenues and

recei pts of an authority and to di spose of such nbneys in

accordance with the agreenent of the authority with the

trustee; provide for the powers and duties of a trustee and

tolimt liabilities thereof; and provide the terns and

condi ti ons upon which a trustee or the hol ders of bonds, or

any proportion of them may enforce any covenant or rights

securing or relating to the bonds;

(10) enter into interest rate exchange agreenents,

interest rate cap and fl oor agreenments and other sim |l ar

agreenents which in the judgnent of the authority will assi st

the authority in nanagi ng the interest costs of the

(11) obtain letters of credit, bonds i nsurance and ot her

facilities for credit enhancenent and liquidity; and

(12) exercise all or any part or conbi nati on of the

powers granted in this act, make covenants other than and in

addition to the covenants expressly authorized by this act,

make such covenants and do any and all such acts and things

as nay be necessary or convenient or desirable in order to

secure its bonds, or, in the absolute discretion of the

authority, as will tend to acconplish the purposes of this

act, by making the bonds nore marketabl e notw t hst andi ng t hat

such covenants, acts or things nmay not be specifically

enunerated by this act.

Not wi t hst andi ng any provision of this act to the contrary, the

real property of the authority shall not be nortgaged and shal

not be subject to attachnent nor | evied upon by executi on or

ot herwi se. The revenues of the authority and the personal

19960H2839B3949 - 54 -



© o0 N oo o A~ wWw N P

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

property of the authority shall be pl edged or otherw se

encunbered only as expressly provided in this section, and,

except to the extent necessary to effectuate such pl edge or

encunbrance, shall not be subject to attachnent nor | evi ed upon

by executi on or otherw se.

Secti on 345. Renedi es of obligee of authority.

An obligee of the authority shall have the right, in addition

to all other rights which may be conferred on such obli gees

subject only to any contractual restrictions bindi ng upon such

(1) By nandanus, suit, action or proceeding at law or in

equity, to conpel the authority and the nenbers of its

governi ng board, officers, agents or enpl oyees thereof to

perform each and every term provision and covenant contai ned

in any bond or contract of the authority with or for the

benefit of such obligee, and to require the carryi ng out of

any or all such covenants and agreenents of the authority and

the fulfillnment of all duties inposed upon the authority by

this act.

(2) By proceeding in equity, to obtain an i njunction

agai nst any acts or things which may be unlawful or the

viol ation of any of the rights of such obligee of the

(3) To require the authority to account as if it were

the trustee of an express trust for the obligees of the

authority for any pl edged revenues received.

Section 346. Validity of pl edge.

Any pl edge of or grant of a security interest in revenues of

the authority or personal property of an authority nade by the

authority shall be valid and binding fromthe ti me when the
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pl edge is made; the revenues or other property so pl edged and

thereafter received by the authority shall i mmedi ately be

subject to the lien of any such pl edge or security interest

wi t hout any physical delivery thereof or further act, and the

lien of any such pl edge or security interest shall be valid and

bi ndi ng as against all parties having clains of any kind in

tort, contract or otherw se agai nst the authority irrespective

of whether such parties have notice thereof. Neither the

resol uti on nor any other instrunent of the authority by which a

pl edge or security interest is created need be recorded or fil ed

to perfect such pl edge or security interest.

Secti on 347. Commonweal th pl edges.

(a) Bondhol ders.--The Conmpbnweal th does hereby pl edge to and

agree with each and every obligee of the authority that the

Commpnweal th will not limt or alter the rights hereby vested in

the authority in any manner inconsistent with the obligations of

the authority to such obligees until all bonds at any tine

i ssued, together with the interest thereon, are fully paid and

di scharged. The Commonweal th does further pledge to and agree

with any Federal agency that, in the event that any Federal

agency shall contribute any funds to the authority for

assi stance to a school district pursuant to this act, that the

Commpnweal th will not alter or limit the rights and powers of

the authority i n any manner whi ch would be inconsistent with the

due perfornmance of any agreenents between the authority, the

school district and any such Federal agency.

(b) Lessees.--The Commonweal th does hereby pl edge to and

agree with any person who, as owner thereof, | eases or subl eases

property to or fromthe authority, that the Commpnwealth wi ||

not limt or alter the rights and powers hereby vested in the
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authority or otherwi se created by this act in any nmanner which

inmpairs the obligations of the authority until all such

obligations of the authority under such | ease or subl ease are

fully net and di schar ged.

(c) Reduction of pledged tax revenues.--1f and to the extent

that the authority pl edges any proceeds of a tax authorized by

law to be |levied for the authority purposes or nade avail abl e

for use by the authority as security for bonds of the authority,

or the school district pledges any proceeds of a tax as security

for paynent by the school district to the authority, the

Commpnweal th does hereby pl edge to and agree with each and every

obligee of the authority acquiring bonds so secured to be i ssued

by the authority that the Commonwealth itself will not, nor wll

it authorize any governnent agency | evying such tax to, reduce

the rate of tax inposed for such authority or school district

pur poses, or nmade available for use by the authority, until al

bonds so secured by the pledge of the authority, together with

the interest thereon, are fully paid or provided for until al

paynents to the authority so secured by the pl edge of the school

district have been nade or provided for.

Secti on 348. Resol uti on and | aw are contracts with hol ders of

Except as otherw se provided in any resol uti on of the

authority authorizing or awardi ng bonds, the terns of such

resol uti on and any agreenent authorized by such resol uti on and

the terns of this act as in effect when such bonds were

aut hori zed shall constitute a contract between the authority and

the obligees fromtine to tine of the authority, subject to

nodi fi cati on by the vote by hol ders of such percentage of bonds

as the resol uti on authorizing or awardi ng such bonds shal
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Secti on 349. Bonds to be | egal investnents.

Bonds i ssued pursuant to this act are hereby nade securities

in which all governnent agencies, all insurance conpani es, trust

conpani es, banki ng associ ati ons, banki ng corporati ons, savi ngs

banks, investnent conpani es, executors, the trustees of any

retirenent, pension or annuity fund or system of the

Commpnweal th or of a city, trustees and other fiduciaries nay

properly and legally i nvest funds, including capital, deposits

or other funds in their control or belonging to them Such bonds

are hereby made securities which may properly and | egally be

deposited with and recei ved by any gover nnent agency for any

pur pose for which the deposit of bonds or other obligati ons of

the Commonweal th now or may hereafter be authorized by | aw.

Secti on 350. R ght to enforcenent of pledge of revenues.

The obligees of the authority shall have the right to enforce

a pl edge of or security interest in revenues of the authority

securi ng paynent of bonds of the authority agai nst al

gover nnent agenci es i n possessi on of any such revenues at any

time, which revenues may be collected directly from such

officials upon notice by such obligees or a trustee for such

obligees for application to the paynent of such bonds as and

when due or for deposits in any sinking, bond or debt service

fund established by this act or established by resol ution of the

authority with such trustee at the tines and in the anpunts

specified in such bonds or the resolution or indenture or trust

agreenent securi ng such bonds. Any gover nnent agency in

possessi on of any such revenues shall nmke paynent agai nst

recei pt and shall thereby be di scharged fromany further

liability or responsibility for such revenues. |If such paynent
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shall be to a holder of bonds, it shall be nmade agai nst

surrender of such bonds to the payor for delivery to the

authority in the case of paynent in full, otherwise it shall be

made agai nst producti on of such bonds for notation thereon of

t he anpunt of the paynent. The provisions of this section with

respect to the enforceability and coll ecti on of revenues whi ch

secure bonds shall supersede any contrary or inconsistent

statutory provision or rule of law. This section shall be

construed and applied to fulfill the |eqislative purpose of

clarifying and facilitating the financing of the authority of

the costs of assisting a school district by assuring to the

obligees of the authority the full and i nmedi ate benefit of the

security for the bonds wi thout delay, dimnution or interference

based on any statute, decision, ordi nance, or adm nistrative

rule or practice.

Secti on 351. Funds of authority; sources of revenue.

(a) Receipt by treasurer.--Al funds of the authority

recei ved fromany source shall be delivered to or upon the order

of the treasurer of the authority, or to such other agent of the

authority as the board may desi gnate. Such funds received by the

authority shall be pronptly deposited in a bank or banks in this

Commpnweal th as chosen by a qualified npjority of the board. The

noneys in such account or accounts may be paid by the treasurer

of the authority or other designated agent of the authority on

warrant of the treasurer of the authority, or by such persons as

the board may authorize to make such warrants. Al such deposits

of npbneys may, if required by the authority, be secured by

obligations of the United States or of the Commpbnwealth of a

mar ket val ue equal at all tines to the anpunt of the deposit and

all banks and trust conpanies are authorized to gi ve such
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security for such deposits, provided, that no noneys deposited

in a debt service reserve fund may be secured by a deposit of

obligations i ssued by or obligati ons quaranteed by an assi sted

school district.

(b)Y Investnent of funds.--Subject to the provisions of any

agreenents with obligees of the authority, all funds of the

authority, including the proceeds of bonds, which are not

required for i mmedi ate use nay be invested in obligati ons of an

assi sted school district, or in obligati ons of the Federal

Governnent or of the Conmonweal th, or obligations which are

| egal investnents for Commpnweal th funds. However, no noneys nay

be invested in obligations i ssued by or obligati ons guarant eed

by an assi sted school district without the approval of a

qualified mpjority of the board and, in any case, no noneys held

in a debt service reserve fund may be i nvested in obligati ons

i ssued by or obligati ons gquaranteed by an assi sted school

district.

(c) Pledges fromschool district.--To further secure

repaynent of obligati ons of an assi sted school district to the

authority, such school district is authorized to pl edge or

direct, and the authority is authorized to receive directly from

the coll ector of such taxes or revenues, school district taxes

and ot her revenues otherw se payable to the school district and

so directed or pl edged.

Secti on 352. Paynment of proceeds of tax levied for authority

The proceeds of any tax |levied for authority purposes or nade

avai |l able for use by the authority which tax proceeds shall have

been pl edged by the authority to secure its bonds, and coll ected

by the Departnent of Revenue shall be transferred by the State
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Treasurer at the tines provided by |law to the bond paynent

account established pursuant to section 354, a debt service

reserve fund established under the authority of section 353, to

the authority for paynent of operati ng expenses in the anpunt

permtted pursuant to section 206 and then to the school

district account established pursuant to section 354, all in the

manner provided in this act, subject to any linmtations set

forth in the resolution of the authority authorizi ng such bonds.

Secti on 353. Debt service reserve fund.

(a) Authorization.--The authority nmay establish one or nore

debt service reserve funds into which it shall deposit:

(1) The proceeds of any tax |levied for authority

pur poses or nmade avail able for use by the authority in excess

of anpunts required to be deposited in the bond paynent

account pursuant to secti on 354.

(2) Proceeds fromthe sale of bonds, to the extent

provided in the resolution or resol uti ons authori zi ng such

(3) Any other npneys nade available to the authority

fromany source for such purpose.

Al noneys held in any debt service reserve fund, except as

provi ded hereafter, shall be used when required, solely for the

paynent of the princi pal of bonds secured in whole or in part by

such fund or of the sinking fund paynents, if any, with respect

to such bonds, the purchase or redenpti on of such bonds, the

paynent of interest on such bonds or the paynent of any

redenpti on premumrequired to be paid when such bonds and notes

are redeened prior to maturity. Any debt service reserve fund

est abl i shed pursuant to this section shall be a trust fund held

for the benefit and security of the obligees of the authority
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whose bonds are secured by such fund. Mneys in a debt service

reserve fund shall not be withdrawn fromthe fund at any tine in

an anpunt that would reduce the anount of the fund to | ess than

the m ni numreserve fund requi renent established for such fund

in the resolution of the authority creati ng such fund, except

for wwthdrawal s for the purpose of nmaki ng paynents when due of

principal, interest, redenpti on prem uns and si nki ng fund

paynents, if any, with respect to such bonds for the paynent of

whi ch ot her npbneys of the authority are not avail able. Any

i ncone or interest earned by, or increnents to, any debt service

reserve fund due to the i nvestnent thereof nay be transferred by

the authority to other funds or accounts of the authority to the

extent such transfer does not reduce the anpunt of the debt

service reserve fund below the mi ni numreserve fund requirenent

establi shed for such fund. Funds transferred to other accounts

in accordance with the precedi ng requi renents may be used for

what ever purposes the authority deens appropriate so | ong as

such purposes are consistent with this act and the contracts of

the authority with obligees of the authority and with assi st ed

cities.

(b) Bond limtation.--The authority shall not at any tine

i ssue bonds secured in whole or in part by a debt service

reserve fund if issuance of such bonds woul d cause the anpunt in

the debt reserve fund to fall below the m ni mumreserve

requi renent for such fund, unless the authority at the ti ne of

i ssuance of such bonds shall deposit in the fund an anmount, from

the proceeds of the bonds to be i ssued or from other sources,

whi ch when added to the anount already in such fund, will cause

the total anopunt on deposit in such fund to equal or exceed the

m ni numreserve fund requirenent. For the purposes of this
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section, the term"m ni numreserve fund requi renent" shall nean

t hat anpunt defined as the mi ninumreserve fund requirenent in

the resolution or resolutions of the authority authorizing the

Secti on 354. Bond paynent account and school district account.

(a) Paynent of certain tax revenue. --Wen bonds or paynents

due to the authority froma school district are secured by and

payable froma tax or taxes |evied for authority purposes or

made avail able for use by the authority or |evied by the

assi sted school district, which tax has been pl edged by the

authority to secure paynent of such bonds or by the assi sted

school district to secure paynents due to the authority, the

proceeds of such taxes shall be paid by the coll ector or

recei ver of such taxes directly to the bond paynent account, any

debt service reserve fund establi shed pursuant to secti on 353,

and the school district account of the authority which are

hereby directed to be established by the authority as trust

funds with a bank with trust powers or a trust conpany with a

pl ace of business in this Commpbnwealth sel ected by the

authority. Any paynents of authority operati ng expenses in

anounts permtted pursuant to section 206 shall be paid to or on

the order of the authority after required paynents to the bond

paynent account and any debt service reserve fund and before any

paynents to the school district account. Such paynents of

aut hority operati ng expenses shall be no nore frequent than

nmont hly and shall be subject to any further linmtation set forth

in any agreenent of the authority with the obligees of the

(b) Bond paynent account as trust fund.--The bond paynent

account shall be a trust fund held for the exclusi ve and equal
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and ratabl e benefit of the holders of the bonds of the authority

secured by and payable fromthe proceeds of any tax pl edged by

the authority or secured by the paynents due to the authority

fromthe school district as described in subsection (a). The

authority shall establish a payment schedule for the deposit of

anounts sufficient to accunulate the interest and pri nci pal

becom ng due on such bonds in each fiscal year of the authority

and the first noneys received fromsuch tax or other pl edged

revenues shall be deposited in the bond paynent account until

t he paynent requirenent established for the bonds has been net.

Any proceeds of such tax or other pl edged revenues i n excess of

t he schedul ed deposit shall be transferred first to the debt

service reserve fund or funds of the authority establi shed under

section 353 to cure any deficiency in such fund. Any renmini ng

proceeds shall be paid to the authority in the anpunt pernitted

for authority operati ng expenses pursuant to secti on 206 and

subsection (a) and the excess shall be transferred to the school

district account. |If at any time, proceeds of the tax are

i nsufficient to neet the schedul ed deposit requirenent, al

proceeds of the tax shall be paid into the bond paynment account

until all deficiencies have been restored. | ncone on investnents

of npneys on deposit in the bond paynent account shall be

retai ned in such account and applied when earned to reduce

future deposit requirenents.

(c) Status of school district account.--A school district

account shall be a trust fund held for the exclusive benefit of

an assi sted school district. Any proceeds of the taxes or other

revenues pl edged to secure the bonds or to secure paynents due

fromthe school district to the authority in excess of the

paynent requirenents for the bond paynent account and i n excess
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of any anpunt required to cure a deficiency in the debt service

reserve fund or funds established pursuant to section 353 and in

excess of any anmount permtted to be paid to the authority for

aut hority operati ng expenses pursuant to section 206 and

subsection (a) shall be deposited in the school district

account. Anpunts in the school district account shall be

i nvested at the direction of an assisted school district in

i nvestnents pernmtted by this act. Subject to any suspensi on of

di sbursenents pursuant to section 210(e), anpunts in the school

district account shall be di shursed to an assi sted school

district not |less often than nonthly for credit to the school

district's general fund for application to the general expenses

of governnent or for deposit in an operating reserve of the

school district if such operating reserve is created pursuant to

an i ntergovernmental cooperation agreenent.

Section 355. O her funds and accounts.

(a) Authorization.--The authority shall create such other

funds and accounts as may be necessary or desirable for its

corporate purposes and shall pay into each such fund or account

any npneys of the authority avail able for such purposes or any

noneys nade avail abl e by any ot her person for the purposes of

such fund or account. No other provision of this act shall be

construed to prohibit the authority fromcreating within any

fund one or nore accounts whi ch nay be used or pl edged by the

authority for a speci al purpose.

(b)Y Use of fund noney.--Any noneys deposited in any fund

created by the authority to be used to pay debt service,

including, without limtation, the bond paynent account, any

si nki ng fund or debt service reserve fund and all investnents

and proceeds of investnents thereof shall, w thout further
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action or filing, be subjected to a perfected security interest

for the obligees of the authority for whom such fund is held

until such noneys or investnents shall be properly disbursed in

accordance with this act and with the terns of the contract of

the authority with its obli gees.

Secti on 356. Exchange of bonds for obligati ons of school

district.

(a) Debt exchange.--The bonds of the authority nmay be issued

in exchange for obligations i ssued by an assi sted school

district in such manner and fromtine to tine as may be

deternmined by a qualified majority of the board and the

authority may pay all expenses, prenm uns and conmm SSi ons

i nci dent to such exchange which the authority deens necessary or

appropri at e.

(b) Limtation.--The authority shall not exchange any of its

bonds for obligations of a school district unless:

(1) such school district shall have entered i nto an

i nt ergover nnental cooperati on agreenment with the authority;

and

(2) the authority shall have determ ned that the terns

of such exchange will not prejudice the rights of hol ders of

ot her bonds and notes of such school district.

(c) Authority action.--Upon receipt of the obligations of

the school district so exchanged, the authority nmay hold such

obligati ons and receive all payments of principal and interest

thereon, or nmay deliver all or a portion of such obligations to

the school district or its fiscal agent for cancell ati on w t hout

recei ving paynent of principal or interest on such obligations,

in which event the school district or its fiscal agent shal

cancel such obligations and the school district shall have no
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further liability with respect thereto.

Secti on 357. Paynment of taxes with authority bonds.

If the resolution of the authority authorizing or awardi ng

bonds shall so provide, with the approval of the superintendent

of the assisted school district, the authority may i ssue bonds

whi ch shall, upon maturity, at the el ecti on of the hol der

thereof if so provided in such bonds, be receivable at full face

value and in lieu of cash in paynent of any tax which is pl edged

as security for such bonds or as security for any aqgreenent

bet ween the authority and such school district securing the

bonds, any installment of estimated tax so pl edged to secure

such bonds or paynent, or any interest or penalties thereon. Any

bonds of the authority so received in paynent of any such tax or

install nent of estinmated tax or interest or penalties shall be

presented to the authority for tender to the appropriate

coll ector of such taxes.

Section 358. School district paynment of authority bonds.

An assi sted school district shall have the right at any tine

to deposit funds with the authority in an anmount sufficient to

pay for the defeasance of all or part of the authority's bonds.

The assi sted school district depositing funds with the authority

pursuant to this section shall have the right to designate to

the authority the maturiti es of bonds or portions thereof

subj ect to defeasance by such deposit. |If an assi sted school

district pays to the authority an anount sufficient to pay for

t he def easance of all of the authority's bonds, the assi sted

school district shall be deened to have no further obligations

under this act.

Section 5. Chapter 4 of the act is anmended by adding a

subchapt er headi ng and a subchapter to read:
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CHAPTER 4
TAX ANTI Cl PATI ON NOTES
SUBCHAPTER A

NOTES OF A TY

* * %

SUBCHAPTER B

NOTES OF SCHOOL_ DI STRI CT

Section 441. Tax antici pation notes of school districts of

first class.

Not wi t hst andi ng any ot her provision of | aw, each school

district shall have the power and authority by determ nation

adopted by a majority of the | oan conmttee, to borrow npney

fromtine to tine in any fiscal year in anticipation of the

recei pt of current taxes or current revenues, or both, to

evi dence the obligation by tax antici pati on notes, appropriately

desi gnated, and to authorize, issue and sell such notes in the

manner, and subject to the limtations provided in this

subchapter. Notes issued in anticipation of taxes shall be

desi gnated "tax anticipation notes," notes issued in

antici pati on of other revenues shall be designated "revenue

antici pati on notes" and notes issued in anticipation of taxes

and revenues shall be designated "tax and revenue anti ci pati on

notes." bligations evidenced by tax antici pati on notes shal

not be deened to be debt of a school district subject to the

limtations of Article 9 of the Constituti on of Pennsyl vani a.

The power set forth in this article to borrowfromtine to tine

shall include, but not be linited to, the power to nake a single

aut hori zati on and then i ssue and sell portions of such anpunt of

aut hori zed tax antici pati on notes whenever desired during the

fiscal year. Neqotiations for tax anticipati on notes may be
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commenced not nore than 30 days prior to the begi nning of a

fiscal year, but all tax anticipation notes shall be i ssued and

mature within the sane fiscal year.

Secti on 442. Limtati on on anpunt of tax and revenue

anti ci pati on notes.

No school district shall authorize or issue tax anticipation

notes in any one fiscal year which in the aggregate shall exceed

85% of :

(1) in the case of notes solely payable from and secur ed

by a pl edge of taxes, the anpunt of such taxes |evied for the

current fiscal year;

(2) in the case of notes solely payable from and secur ed

by a pl edge of revenues other than tax revenues, the anount

of such revenues pl edged; or

(3) in the case of notes payable from and secured by a

pl edge of taxes and ot her revenues, the sum of such taxes

| evied and such revenues pl edged;

which, in all cases, are certified, pursuant to section 446 as

remai ning to be collected or received in such fiscal year during

the period when the notes will be outstanding. The certificate

shall be as of a date not nmore than 30 days prior to, and no

| ater than, the date of the adoption of the determ nati on of the

| oan conmmittee authorizing the i ssue and sale of the tax

antici pation notes. I n conputing the aggregate anount of tax

antici pati on notes outstanding at any given tine during the

fiscal year for the purpose of the limtation i nposed by this

section, allowance shall be nade for such notes as have already

been fully paid and for anpbunts already paid into a si nking fund

or trust fund established for paynent of such notes, if any.

Secti on 443. Limtation on stated maturity date of tax and
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revenue anti ci pation notes; tine of paynent of

i nt erest.

No tax anticipation notes shall be stated to nature beyond

the | ast day of the fiscal year in which such tax antici pati on

notes are i ssued. Interest on tax antici pation notes fromthe

date thereof shall be payable at the maturity of such notes or

payable in install ments at such earlier dates and at such annual

rate or rates, fixed or variable, as the | oan conmttee by a

majority of its menbers, nmay determ ne.

Section 444. Oher terns of tax and revenue anti ci pati on notes.

Tax antici pation notes shall be issued in such denoni nati on,

shal|l be subject to such rights of prior redenption, shall have

such privil eges of interchange and regi stration, shall be dated,

shall be stated to mature on such dates and in such anpunts,

shall be in reqgistered or bearer formw th or w thout coupons,

in certificated or book-entry only form shall be payable in

such nedi um of paynent and shall be payabl e at such pl ace or

pl aces, all as the |loan conmttee, by a npjority of its nenbers,

may deterni ne.

Section 445. Security for tax and revenue antici pati on notes;

sinking fund or trust fund.

(a) Security.--All tax anticipation notes i ssued in a single

fiscal year shall be equally and ratably secured by the pl edge

of, security interest in, and a |lien and charge on, the taxes or

revenues or both of the school district specified in the

aut hori zing deternmi nation to be collected or recei ved during the

peri od when the notes will be outstanding. Such pl edge, |ien and

charge shall be fully perfected as agai nst the school district,

all creditors thereof, and all third parties in accordance with

the terns of such authorizing deternination fromand after the
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filing of a financing statenment or statenents in accordance with

13 Pa.C.S. (relating to commerci al code). For the purpose of

such filing the sinking fund depositary or trustee of a trust

fund for note paynents, if any, otherwi se the fiscal agent or

payi ng agent designated in the notes, nmay act as the

representati ve of noteholders and in such capacity, execute and

file the financing statenent and any conti nuati on or termn nation

statenents as secured party. The authorizing determnm nati on nay

establi sh one or nore sinking funds or trust funds for paynent

of notes and provide for periodic or other deposits therein, and

may contain such covenants or other provisions as the | oan

commttee, by a majority of its menbers, shall determ ne. The

anount of any tax antici pation notes issued in conpliance with

this subchapter shall be general obligations of the school

district and, if the sane shall not be paid within the fiscal

vear in which such notes were i ssued as required by section 443,

shall be included in the budget of the school district for the

ensui ng fiscal year and shall be payable fromthe taxes and

revenues of such ensui ng year.

(b)Y Enforcenent of notes.--The hol der of such tax

antici pation notes i ssued by a school district, or the sinking

fund depositary of the applicable sinking fund, or trustee of

any trust fund for note paynent, if any, shall have the right to

enforce such pl edge of, security interest in and |lien and charge

on, the pl edged taxes and revenues of the school district

agai nst all governnental agencies in possession of any of such

t axes and revenues at any tinme which taxes and revenues may be

collected directly fromsuch officials upon notice by such

hol der or depositary or trustee for application to the paynent

t hereof as and when due or for deposit in the applicabl e sinking
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fund or trust fund at the tines and in the anounts specified in

such tax antici pati on notes. Any governnent agencies in

possessi on of any of such taxes and revenues shall make paynent,

agai nst receipt therefor, directly to the hol der of such tax

antici pation notes or to such depositary or trustee upon such

noti ce and shall thereby be di scharged from any further

liability or responsibility for such taxes and revenues. |f such

paynent shall be to a holder of tax anticipation notes, it shal

be nade agai nst surrender of the notes to the payor for delivery

to the school district in the case of paynent in full, otherw se

it shall be made agai nst production of the notes for notation

t hereon of the anpunt of the paynent. The provisions of this

par agraph with respect to the enforceability and coll ecti on of

t axes and revenues whi ch secure tax anticipati on notes of a

school district shall supersede any contrary or inconsistent

statutory provision or rule of law. This chapter shall be

construed and applied to fulfill the |eqislative purpose of

clarifying and facilitati ng tenporary borrow ngs by a school

district by assuring to holders of tax anticipati on notes the

full and i medi ate benefit of the security therefor w thout

del ay, di m ni shment or interference based on any St atute,

deci si on, ordi nance or adnm nistrative rule or practice.

(c) Limtation on previously pledged security.--

Not wi t hst andi ng t he foreqgoi ng, no taxes or revenues pledged to

secure bonds of the authority or to secure paynents due to the

authority froma school district pursuant to an agreenent wth

the authority shall be pledged to secure paynent of tax

antici pati on notes unl ess such pledge is, by its express terns,

subordinate in all respects to the pl edge of such taxes and

revenues to secure the bonds of the authority or paynments due to
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the authority and the witten consent of the authority to such

subordi nated pledge is obtained prior to the i ssuance of the tax

antici pation notes so secured. The holder of such tax

antici pati on notes so secured by a subordi nated pl edge descri bed

in this subsection shall have no right to enforce such pledge in

t he manner descri bed in subsection (b) unless all paynents due

to the authority or due on the bonds of an authority secured by

t he seni or pl edge of such taxes and revenues shall have been

made or provi ded for.

Section 446. Certification as to taxes and revenues to be

col | ect ed.

Prior to each authorization of tax antici pati on notes, the

superi ntendent of the school district shall nake an estimate of

the noneys to be received during the peri od when such notes wl |

be outstanding fromtaxes then | evied and assessed, and

revenues, including, without limtation, subsidies or

rei nbursenents to be received. Such estinmate shall take due

account of the past and antici pated coll ecti on experi ence of the

school district and of current econonm c conditions. The estimate

shall be certified by the superi ntendent and the witten

certificate of the superintendent, dated as of a date not nore

than 30 days prior to the date of the authorizati on of the

notes, shall be filed with the proceedi ngs authori zi ng the tax

antici pation notes with the fiscal agent, sinking fund

depositary, trustee or paying agent for the notes or the

authority, as provided in section 448.

Section 447. Sale of tax anticipati on notes.

Tax anticipati on notes may be sold at public, private, or

invited sale and at such price or prices as the | oan committee,

by a majority of its nenbers, shall deternine. At the tine of
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delivery of each issue, series or subseries of tax anticipation

notes, the superintendent of the school district shall certify

to the origi nal purchasers thereof that the anount of all such

notes to remain outstanding will not exceed the limtati ons of

section 442 cal cul ated, however, fromthe date of such

certificate to the respective maturity dates of all such notes

to remai n outstandi ng. Such certificate shall be retained by the

school district until all tax anticipation notes issued during

the fiscal year shall have been paid in full.

Secti on 448. Filing of proceedings with authority.

VWil e any bonds of the authority are outstanding, prior to

the delivery of tax anticipation notes to the origi nal

purchasers thereof, the school district shall file with the

(1) the transcript of proceedi ngs authorizing the

i ssuance of the tax anticipation notes, consisting of the

deterni nati on authori zi ng the notes;

(2) the certificate required by section 446 as to the

anount of taxes and revenues to be collected during the term

of the tax antici pati on notes;

(3) the certificate required by section 447; and

(4) a true copy of the accepted proposal for the

anti ci pati on notes.

Secti on 449. Pur chase of tax anticipati on notes by authority.

Subject to the limtations of this act, the authority is

aut hori zed with the approval of a qualified mpjority of the

board to purchase tax antici pation notes of a school district

and to assign its rights to recei ve paynent on such notes and

the pl edge of and security interest in the taxes and revenues of

the school district securing such tax anticipati on notes.
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Secti on 450. Failure to pay principal or interest.

If a school district fails to pay principal or interest on

any of its tax anticipation notes as the sane becones due and

payabl e whether at the stated maturity date or upon a nandatory

or unrevoked call for prior redenpti on and such fail ure shal

conti nue for 30 days, the hol der thereof shall, subject to the

priorities created under this act and the provi sions of any

out st andi ng obligati ons of the school district and to any

limtati on upon individual rights of action in the detern nation

aut hori zing the tax antici pati on notes, have the right to

recover the anpunt due by action in the court of common pl eas.

The judgnment recovered shall have an appropriate priority upon

t he noneys next coning into the treasury of the school district.

Secti on 451. Renedi es of holders of tax and revenue

anti ci pati on notes.

A hol der of tax and revenue antici pati on notes shall have the

right, in addition to all other rights which may be conferred on

such hol der, subject only to any contractual restrictions

bi ndi ng upon such hol der:

(1) By nmandanus, suit, action or proceeding at law or in

equity, to conpel the school district, the | oan conm ttee and

the nmenbers thereof and the officers, agents or enpl oyees

thereof to perform each and every term provision and

covenant contained in any note or contract of the school

district with or for the benefit of such holder, and to

require the carrying out of any or all such covenants and

agreenents of the school district and the fulfill ment of al

duti es i nposed upon the school district by this act.

(2) By proceeding in equity, to obtain an i njunction

agai nst any acts or things which may be unlawful or the
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violation of any of the rights of such hol der of tax and

revenue anti ci pati on not es.

(3) To require the school district to account as if it

were the trustee of an express trust for the holders of tax

and revenue antici pati on notes for any pl edged taxes or

revenues received.

Section 6. Section 707 of the act is repeal ed.

Section 7. Sections 691, 692, 692.1, 692.2, 693, 694 and 695

© o0 N oo o A~ wWw N P

of the act of March 10, 1949 (P.L.30, No.14), known as the
10 Public School Code of 1949, are repeal ed insofar as they apply
11 to school districts of the first class.

12 Section 8. This act shall take effect imediately.
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