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AN ACT
Amending Title 53 (Municipalities Generally) of the Pennsylvani a

Consolidated Statutes, further providing for definitions, for

excl usion of other self-liquidating debt, for limtations on

stated maturity dates and for nunber of interest rates.

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

Section 1. The definitions of "debt" and "project” in
section 8002(a) and (c) of Title 53 of the Pennsylvani a
Consol i dated Statutes are anended and the subsections are
anmended by addi ng definitions to read:

§ 8002. Definitions.

(a) Cdassification of debt.--Wth respect to classifications
of debt and subject to additional definitions contained in
subsequent provisions of this subpart which are applicable to
specific provisions of this subpart, the follow ng words and

phrases when used in this subpart shall have the neani ngs given

to themin this section unless the context clearly indicates
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ot herw se:

"Debt." The anount of all obligations for the paynent of
noney i ncurred by the | ocal governnent unit, whether due and
payable in all events, or only upon the perfornmances of work,
possessi on of property as | essee, rendering of services by

ot hers or other contingency, including the total anmount due

under a qualified prepaynent agreenent, except the foll ow ng:

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

anticipation notes and current obligations under a qualified

prepaynent agreenent, and current paynents for the fundi ng of

pensi on pl ans.
(2) Obligations under contracts for supplies, services
and pensions allocable to current operating expenses of

future years in which the supplies, services, utilities,

i nsurance prem uns, reserves for self-insurance, including

those established under 42 Pa.C.S. § 8564 (relating to

liability i nsurance and sel f-insurance) or other benefits are

to be expended or furnished, the services rendered, the

utilities used, the insurance prem uns, reserves for self-

qual i fi ed prepaynent agreenents received.

(3) Rentals or paynents payable in future years under
| eases, guaranties, subsidy contracts or other fornms of
agreenent not evidencing the acquisition of capital assets.
This exception shall not apply to rentals or paynents under
any instrunents which would constitute | ease rental debt but
for the fact that the lessor or obligee is not an entity
described in section 8004(a)(1l) (relating to when | ease or

ot her agreenent evidences acquisition of capital asset).
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(4) Interest or assuned taxes payable on bonds or notes
which interest or taxes [is] are not yet overdue.

(5) Obligations incurred and paynents, incl uding

peri odi ¢ schedul ed paynents and term nati on paynents, payabl e

pursuant to a qualified interest rate nanagenent agreenent,

whi ch paynents are not yet overdue.

"Debt managenent plan." A witten debt nmanagenent pl an of

the | ocal governnent unit that includes a plain English anal ysis

of the foll owi ng:

(1) The benefits and costs of entering into a qualified

pr epaynent agreenent.

(2) The early term nation, involuntary ternination,

default and cost consi derations associated with a qualified

pr epaynent agreenent.

"Departnent."” The Departnent of Conmmunity and Economni c

Devel opnent of the Commobnweal t h.

* * %

"Interest rate nmanagenent plan." A witten plan prepared or

revi ewed by an i ndependent financial advisor which is not

affiliated with any of the parties to a qualified interest rate

managenent agreenent, that incl udes:

(1) A schedule listing the anpbunt of debt outstandi ng

for each outstandi ng debt i ssue of the | ocal governnent unit

and the expected annual debt service thereon.

(2) A schedule listing the notional anounts outstandi ng

of each previously executed qualified interest rate

managenent agreenent which is then in force and effect.

(3) A schedule listing all consulting, advisory,

brokerage or simlar fees paid or payable by the | ocal

governnent unit in connection with the qualified interest
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rat e nanagenent agreenent.

(4) A schedule listing the anticipated anounts to be

paid by the | ocal governnent unit, and to be received from

the counterparty, in each year during the termof the

qualified interest rate nanagenent aqgreenent.

(5) An analysis of the effect of rising interest rate on

vari able rate debt obligati ons of the | ocal governnent unit.

(6) An analysis of the antici pated benefits, costs and
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11 (7) The local governnent unit's plan to nonitor the

12 qualified interest rate nmanagenent agreenent.

13 * x *

14 (c) Oher definitions.--Subject to additional definitions
15 contained in subsequent provisions of this subpart which are

16 applicable to specific provisions of this subpart, the follow ng
17 words and phrases when used in this subpart shall have the

18 neanings given to themin this section unless the context

19 clearly indicates otherw se:

20 * x *

21 "Project."” Includes any of the follow ng:

22 (1) Itenms of construction, acquisition, extraordinary
23 mai nt enance or repair which have been undertaken by a | ocal
24 government unit.

25 (2) Prelimnary studies, surveying, planning, testing or
26 desi gn work for any undertaking described in paragraph (1).
27 (3) Lands or rights in land to be acquired.

28 (4) Furnishings, nmachinery, apparatus or equi pnent

29 normal ly classified as capital itenms, but these itens nust

30 have a useful life of five years or nore if financed
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separately and not as a part of a construction or acquisition
proj ect .

(5) The local governnment unit's share of the cost of a
proj ect undertaken jointly with one or nore other |ocal
government units or the Commonweal th or one of its agencies.

(6) Countyw de revision of assessnment of real property.

(7) Funding of all or any portion of a reserve, or a
contribution toward a conbi ned reserve, pool or other
arrangenent, relating to self-insurance, which has been
establ i shed by one or nore | ocal government units pursuant to
42 Pa.C.S. 8§ 8564 (relating to liability insurance and self-

i nsurance) up to, but not exceeding, the anpbunt provided in
section 8007 (relating to cost of project).

(8) Funding of an unfunded actuarial accrued liability
or a portion of an unfunded actuarial accrued liability.

(9) Funding or refunding of debt incurred for any or al
of the foregoing purposes.

(9.1) Funding of the anpbunts due in current and future

vears under a qualified prepaynent agreenent.

(10) Any conbination of any or all of the foregoing as
any or all of the above may be designated as a project by the
governing body for the financing of which it desires to incur
debt .

(11) Any deficit to be funded by bonds or notes as
provided in this subpart or the creation of a revolving fund
for specific inprovenents.

(12) Wiere a local governnment unit has adopted a capita
budget, any unfunded portion of the capital budget sel ected
by ordi nance for current funding.

"Qualified interest rate managenent aqreenent."” An aqgreenent
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entered into by a |l ocal governnment unit in accordance wi th, and

fulfilling the requirenents of section 8201.1 (relating to

qualified interest rate nmanagenent aqgreenents), whi ch aqgreenent

in the judgnent of the | ocal government unit is designed to

manage interest rate risk or interest cost of the | ocal

governnent unit on any debt a | ocal governnent unit is

aut hori zed to i ncur under this subpart, including, but not

limted to, swaps, interest rate caps, collars, corridors,

ceiling and fl oor agreenents, forward agreenents, fl oat

agreenents and other simlar arrangenents which, in the judgnent

of the | ocal governnment unit, will assist the | ocal gover nnent

unit in nanaging the interest rate risk or interest cost of the

| ocal governnent unit.

"Qualified prepaynent agreenent.” Any agreenent entered into

by a |l ocal government unit in accordance with, and fulfilling

the requirenents of section 8201.2 (relating to qualified

pr epaynent agreenents), the termof which is nore than one year

but not npbre than five years entered into by a | ocal gover nnent

unit for supplies, services, utilities, insurance prem uns,

reserves for self-insurance, including those established

pursuant to 42 Pa.C.S. § 8564 (relating to liability insurance

and sel f-insurance) or any other obligati on not evidencing the

acqui sition of capital assets.

* * %

Section 2. The heading of section 8005 of Title 53 is
anended and the section is anmended by addi ng subsections to
read:

§ 8005. dassification and authority to [issue bonds and

notes.] enter into qualified prepaynent agreenents

and to enter into and performqualified interest rate
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managenent agr eenments.

* * %

(e) Authority to enter into qualified prepaynent

agreenents.--Notwi t hstandi ng any other |aw, a | ocal gover nnent

unit nmay enter into a qualified prepaynent agreenent by

ordi nance adverti sed under section 8003(a) (relating to

adverti senent and effecti veness of ordi nances). The obligati ons

of the | ocal governnent unit under the qualified prepaynent

© o0 N oo o A~ wWw N P

agreenent shall be enforceabl e agai nst the | ocal governnent unit

=Y
o

in accordance with the terns of the qualified prepaynent

=
=
|
o
—
(9]
3
=1

12 (f) Authority to enter into and performaqualified interest
13 rate managenent agreenents.--Notw thstanding any other law, a
14 local government unit may enter into a qualified interest rate
15 nanagenent agreenent in accordance with this subpart and the
16 obligations of the local government unit under the qualified
17 interest rate nmanagenent agreenent shall be enforceabl e agai nst
18 it in accordance with the terns thereof.

19 Section 3. Title 53 is anended by addi ng sections to read:
20 § 8102.1. CQualified interest rate nanagenent agreenents.

21 (a) General rule.--Notw thstanding any other law to the

22 contrary, a local governnment unit nmay negotiate and enter into
23 qualified interest rate nmanagenent agreenents consistent with
24 the provisions of this section. The | ocal governnment unit shal
25 authorize and award each qualified interest rate nmanagenent

26 agreenent by ordinance advertised under section 8003(a)

27 (relating to advertisenent and effectiveness of ordinances).

28 (b) Contents of ordinance. - -

29 (1) Notwi thstanding any other provision of this subpart
30 to the contrary, an ordi nance under subsection (a) shall be
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sufficient if it specifies all of the foll ow ng:

(c)

(i) The principal anount of each identified note,

including a tax antici pati on note, or bond, or the

porti on thereof, issued under this subpart to which the

agreenent rel ates.

(ii) The anticipated term of the agreenent.

(iii) The maxi num annual interest rate that the

| ocal governnent unit will pay under the agreenent.

(2) The ordi nance nust contain all of the foll ow ng:

(i) A covenant to:

(A Include in its budget for each fiscal year

the net annual anpunts anticipated for that fiscal

vear to be paid under the agreenent, including a

covenant to include any term nati on paynent or

simlar paynment for a qualified interest rate

managenent agreenment in its current budget at any

time during a fiscal year or in a budget adopted in

any future fiscal year

(B) Appropriate in each fiscal year, fromits

general or, if applicable, specially pl edged

revenues, noney for the paynent of the net anpunts

under cl ause (A) anticipated to be due in that fiscal

year.

(ii) A covenant to pledge its full faith, credit and

t axi ng power or special revenues.

(iii) An interest rate nmnagenent pl an.

Private sale.--The | ocal governnent unit shall establish

28 a process for qualifying contracting parties before entering

29
30

into a qualified interest rate managenent agreenent. A qualified

i nt er est

rate nanagenent agreenent nmay be entered into a private
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1 sale by negotiation, if the |ocal governnent unit shall have

2 obtained an independent finding that its financial terns and

3 conditions are fair and reasonable to the |ocal governnent unit
4 as of the date of its execution

5 (d) Renedies for default under a qualified interest rate

6 nanagenent agreenent. --

7 (1) If a local governnent unit fails or refuses to

8 budget for any fiscal year anpbunts due in that year pursuant
9 to the provisions of a qualified interest rate managenent

10 agreenent under subsection (b)(2)(i)(A), then at the suit of
11 the counterparty to the agreenent, the court of conmobn pleas
12 shall, after a hearing held upon such notice to the | ocal

13 governnment unit as the court may direct and upon a finding of
14 such failure or neglect, by order of mandanus, require the
15 treasurer of the |ocal governnent unit to pay such anounts
16 due to the other party to the agreenent out of the first tax
17 noneys or _other avail able revenues or noneys thereafter

18 received in the fiscal year by the [ocal governnental unit.
19 Any priority on avail able revenues or noneys accorded to a
20 separate sinking fund for tax anticipation notes under the
21 authority of section 8125 (relating to security for tax
22 anticipation notes and sinking fund) or for any bonds issued
23 under this chapter shall not be affected by this provision
24 until the sumon deposit in each sinking fund equals the
25 noneys that shoul d have been budgeted or appropriated for
26 each _series.
27 (2) If alocal unit fails or neglects to pay any anount
28 due under a qualified interest rate nmanagenent agreenent as
29 t he sane becones due and payable, and the failure continues
30 for 30 days, the counterparty to the qualified interest rate
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managenent agreenment nay, subject to the priorities under

section 8125 and to any limtati ons upon individual rights of

action, obtain a judgnent in the court of commpn pleas. The

i udgnent recovered shall have an appropriate priority upon

t he noneys next coning into the treasury of the | ocal

governnent unit and shall be a judgnent upon which fundi ng

bonds nmay be i ssued pursuant to Subchapter B (relating to tax

anti ci pati on notes and fundi ng debt).

(3) In all cases where the board of directors of any

school district fails to pay or to provide for the paynent of

peri odi ¢ schedul ed anobunts and, at the tine due, any

term nati on paynent, pursuant to the provisions of a

qualified interest rate nmanagenent aqgreenent, and upon notice

to the Secretary of Education by any party to a qualified

i nterest rate managenent aqgreenent, the Secretary of

Educati on shall notify the departnent and such board of

school directors and, if the secretary finds that such

anounts pavyabl e by the school district have not been paid as

and when due, the Secretary of Educati on shall w thhold out

of any State appropriati on due such school district an anpunt

equal to such anmpbunts due pursuant to the provisions of the

qualified interest rate nmanagenent aqreenent and shall pay

over the anpunt so withheld to the party to the qualified

i nterest rate nmanagenent agreenent to whom such anounts are

due and ow ng.

8 8102.2. Cualified prepaynent agreenents.

(a) GCeneral rule.--Notwi thstandi ng any other law to the

contrary, a |local governnent unit nmay negotiate and enter into

qual i fi ed prepaynent agreenents consistent with the provi si ons

of this section. The | ocal governnent unit shall authorize and
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award each qualified prepaynent agreenent by ordi nance

adverti sed under section 8003(a) (relating to adverti senent and

ef fecti veness of ordi nances).

(b) Contents of ordi nance. --Notw t hst andi ng any ot her

provi sion of this subpart to the contrary, an ordi nance under

subsection (a) shall be sufficient if it contains all of the

(1) The terns of the qualified prepaynent agreenent.

(2) The debt managenent pl an.

Section 4. Section 8129 of Title 53 is amended to read:
§ 8129. Scope of unfunded debt.

For the purpose of this subchapter, "unfunded debt" neans
obl i gations of the sane or one or nore prior years incurred for

current expenses, including tax anticipation notes and paynents,

i ncluding term nati on paynents, required to be nade under

gualified interest rate nmanagenent agreenents, due and ow ng or

j udgnment s agai nst the |ocal governnment unit entered by a court

after adversary proceedi ngs, including a judgnent under section

8102.1(b)(2)(i) (relating to qualified interest rate nanagenent

agreenents), for the paynment of either of which category the

taxes and other revenues remaining to be collected in the fiscal
year and funds on hand will not be sufficient without a

curtail ment of nunicipal services to an extent endangering the
health or safety of the public or proper public education, and
the |l ocal government unit either may not legally levy a
sufficient tax for the balance of the fiscal year, or a
sufficient tax, if legally leviable, would not be in the public
i nterest. Unfunded debt does not, however, include debt incurred
under this subpart or obligations in respect of a project or

part of a project as incurred in respect of the cost of a
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proj ect .

Section 5. Section 8142(a)(2) of Title 53 is anended by
addi ng a subparagraph to read:
§ 8142. Limtations on stated maturity dates.

(a) GCeneral rule.--No bonds or notes shall be issued with a

stated maturity date exceeding the sooner to occur of:

(v) Where a project consists of the funding of al

or a portion of the anpunts due under a qualified

pr epaynent agreenent, the useful life shall be deenmed to

be no | onger than five years.

* * %

Section 6. Section 8144 of Title 53 is amended to read:
§ 8144. Nunber of interest rates.

A series of bonds or notes may have any nunber of interest
rates or _yields, subject to any limtation on such nunber fixed
by the governing body of the issuing | ocal governnent unit, but,
unl ess further limted by the issuing |ocal government unit in
the official notice of sale, no fixed interest rate or yield for
any stated maturity date in the last two-thirds of the period of
the series may be less than that stated for the i mediately
precedi ng year which falls within the last two-thirds period.

Section 7. Section 8242(a) of Title 53 is amended by addi ng
a paragraph to read:

§ 8242. Treatnent of costs upon refunding.
(a) GCeneral rule.--In any refunding, a principal anount of

refundi ng bonds or notes or obligations evidencing | ease rental

debt equal to the sumof the follow ng:

* * %
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(2.1) any funds borrowed in order to pay any term nati on

paynent required to be paid under a qualified interest rate

managenent agreenent, the noti onal amount of which was

identified as corresponding to all or any portion of any note

or bond bei ng refunded;

* * %

Section 8. Title 53 is anended by adding a section to read:

8§ 8272. Notice to the departnent; retention of record by the

depart nent.

(a) Notice to the departnent.--The | ocal governnent unit

shall file with the departnment certified copi es of any ordi nance

authorizing a qualified interest rate nanagenent aqgreenent,

i ncl udi ng any appendi ces to the resolution, 15 days foll ow ng

adopti on. No approval by the departnent shall be required of any

filing under this section.

(b)Y Records of the departnent.--The departnent shall keep

copies of all docunents filed with the departnent pursuant to

this section so long as a qualified interest rate nanagenent

agreenent shall be in effect. Al docunents filed with the

departnent pursuant to this section shall be public records

avai |l abl e for exanm nation by any citizen of this Commonweal t h,

any party to the qualified interest rate nmanagenent aqgreenent or

any bondhol ders or notehol ders, including hol ders of tax

antici pation notes, of the |ocal governnent unit filing any

docunent pursuant to this section.

Section 9. This act shall take effect imediately.
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