PRI OR PRINTER S NO. 1355 PRINTER S NO. 2088

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1148 =35

I NTRODUCED BY NI CKOL, BROWNE, CAPPELLI, ClIVERA, DALLY, FRANKEL,
GElI ST, G LLESPI E, HARPER, HERMAN, LEH, LEWS, MAI TLAND,
Mol LHATTAN, R M LLER, PRESTON, ROSS, RUBLEY, SATHER,
SCHRCDER, SOLOBAY, STEIL, TIGJE, WLT, YOUNGBLOOD AND
VWHEATLEY, APRIL 11, 2003

AS REPORTED FROM COWMM TTEE ON URBAN AFFAI RS, HOUSE OF
REPRESENTATI VES, AS AMENDED, JUNE 17, 2003
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AN ACT

Amending Title 53 (Municipalities Generally) of the Pennsylvani a
Consolidated Statutes, further providing for definitions, for
i — SCOPE  <—
OF UNFUNDED DEBT, FOR NUMBER OF | NTEREST RATES, FOR TREATMENT
OF DEBT COSTS UPON REFUNDI NG AND PROVI DI NG FOR | NTEREST RATE
RI SK AND | NTEREST COST MANAGEMENT.

The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:

SECTION 1. THE DEFI NI TION OF "DEBT" I N SECTI ON 8002(A) OF <—
TI TLE 53 OF THE PENNSYLVANI A CONSOLI DATED STATUTES IS AMENDED
AND SUBSECTION (C) 1S AMENDED BY ADDI NG DEFI NI TI ONS TO READ:
§ 8002. Definitions.

(a) Cdassification of debt.--Wth respect to classifications
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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

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, irneludingthe total anmpunt—due

uhrder—a—qual-fied prepayrent—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—ecurrent—obligations—under—a—qualified
prepayrent—agreenent, and current paynents for the funding 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;—servieces—utitities
. . ’ : e i neludi
these—establ-shed—under—42 Pa-C-5—5 8564 (relattngteo
Liabili . | e ; I I T are

to be expended or furnished, the services rendered—the

e ' the i : | : Lt

gualified prepayment—agreenrentsreceived— OR THE PENSI ONS
PAI D.

(3) Rentals or paynents payable in future years under

| eases, guaranties, subsidy contracts or other fornms of

20030H1148B2088 - 2 -
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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).

(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.

20030H1148B2088 - 3 -
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(c) Oher definitions.--Subject to additional definitions
cont ai ned in subsequent provisions of this subpart which are
applicable to specific provisions of this subpart, the follow ng
wor ds and phrases when used in this subpart shall have the
meani ngs given to themin this section unless the context

clearly indicates otherw se:

20030H1148B2088 - 4 -
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"I NDEPENDENT FI NANCI AL_ADVI SOR. " A PERSON OR ENTITY

EXPERI ENCED | N THE FI NANCI AL_ASPECTS AND RI SKS COF | NTEREST RATE

MANAGEMENT AGREEMENTS WHO |'S RETAI NED BY A LOCAL GOVERNMENT UNI T

TO ADVI SE THE LOCAL GOVERNVENT UNIT W TH RESPECT TO A QUALI FI ED

| NTEREST RATE MANAGEMENT AGREEMENT. THE | NDEPENDENT FI NANCI AL

ADVI SOR MAY NOT_BE THE OTHER PARTY OR AN AFFI LI ATE OR AGENT OF

THE OTHER PARTY ON A QUALIFIED | NTEREST RATE MANAGEMENT

AGREEMENT W TH RESPECT TO WHI CH THE | NDEPENDENT FI NANCI AL

ADVI SOR IS ADVI SI NG A LOCAL GOVERNMENT UNIT. FOR PURPOSES OF

SECTI ONS 8281(B) (2) AND (E)(5) (RELATING TO QUALI FI ED | NTEREST

RATE MANAGEMENT AGREEMENTS), THE | NDEPENDENT FI NANCI AL _ADVI SOR

MAY BE RETAI NED BY A PUBLI C AUTHORITY.

"I NTEREST RATE MANAGEMENT PLAN." A WRI TTEN PLAN PREPARED OR

REVI EVED BY AN | NDEPENDENT FI NANCI AL ADVI SOR W TH RESPECT TO A

QUALI FI ED | NTEREST RATE MANAGEMENT AGREEMENT, VH CH | NCLUDES:

(1) A SCHEDULE LI STING THE AMOUNT OF DEBT OUTSTANDI NG

FOR EACH OUTSTANDI NG DEBT | SSUE OF THE LOCAL GOVERNVENT UNI T

AND THE EXPECTED ANNUAL DEBT SERVI CE ON THAT DEBT. |IN THE

CASE OF VARI ABLE RATE DEBT, THE SCHEDULE SHALL SET FORTH THE

ESTI MATED ANNUAL DEBT SERVI CE THEREON AND ANNUAL DEBT SERVI CE

ON THE DEBT CALCULATED AT _THE MAXI MUM RATE SPECI FI ED FOR THE

VARI ABLE RATE DEBT.

(2) A SCHEDULE LI STING THE NOTI ONAL AMOUNTS OUTSTANDI NG

OF EACH PREVI OUSLY EXECUTED QUALI FI ED | NTEREST RATE

MANAGEMENT AGREEMENT VHICH |S THEN I N EFFECT.

20030H1148B2088 - 6 -
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(3) A SCHEDULE LI STING ALL CONSULTI NG, _ADVI SORY,

BROKERAGE OR SIM LAR FEES, PAID OR PAYABLE BY THE LOCAL

GOVERNVENT UNIT I'N CONNECTI ON WTH THE QUALI FI ED | NTEREST

RATE MANAGEMVENT AGREEMENT, AND A SCHEDULE OF ANY FI NDER S

FEES, CONSULTI NG FEES, OR BROKERAGE FEES, PAID OR PAYABLE BY

THE OTHER PARTY I N CONNECTI ON W TH THE QUALI FI ED | NTEREST

RATE MANAGENMENT AGREEMENT.

(4) A SCHEDULE LI STING THE ESTI MATED AND NMAXI MUM

PERI ODI C SCHEDULED PAYMENTS TO BE PAI D BY THE LOCAL

GOVERNMVENT UNIT, AND TO BE RECEI VED BY THE LOCAL GOVERNMENT

UNIL T FROM THE OTHER PARTY, | N EACH YEAR DURI NG THE TERM OF

THE QUALI FI ED | NTEREST RATE MANAGEMENT AGREEMENT.

(5) AN ANALYSI S OF THE | NTEREST RATE RI SK, BASI S RI SK,

TERM NATION RISK, CREDI T RI SK, MARKET- ACCESS RI SK AND OTHER

Rl SKS OF ENTERI NG | NTO THE QUALI FI ED | NTEREST RATE MANAGEMENT

AGREEMENT. TH S PARAGRAPH | NCLUDES SCHEDULES OF THE ESTI MATED

AND NMAXI MUM SCHEDULED PERI GDI C PAYMENTS VH CH WOULD BE DUE

UNDER THE QUALI FI ED | NTEREST RATE MANAGENMENT AGREEMENT.

(6) AN ANALYSI S OF THE | NTEREST RATE RI SK, BASI S RI SK,

TERM NATION RISK, CREDI T RI SK, MARKET- ACCESS RI SK AND OTHER

RI SKS TO THE LOCAL GOVERNMENT UNIT OF THE NET PAYMENTS DUE

FOR ALL DEBT OUTSTANDI NG AND ALL QUALI FIED | NTEREST RATE

MANAGEMENT AGREEMENTS OF THE LOCAL GOVERNMENT UNIT. THI' S

PARAGRAPH | NCLUDES SCHEDULES OF THE ESTI MATED AND NMAXI MUM NET

PAYMENTS OF TOTAL DEBT SERVI CE AND SCHEDULED, PERI QDI C, NET

PAYMENTS, VWH CH WOULD BE DUE UNDER ALL OF THE QUALI FI ED

| NTEREST RATE NMANAGENMENT AGREEMENTS.

(7) THE LOCAL GOVERNMENT UNIT'S PLAN TO MONI TOR | NTEREST

RATE RISK, BASIS RISK, TERM NATION RISK, CREDI T RI SK, MARKET-

ACCESS RI SK AND OTHER RI SKS. TH S PARAGRAPH | NCLUDES THE

20030H1148B2088 - 7 -



© 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

VALUATI ON OF THE MARKET OR TERM NATI ON VALUE OF ALL

OUTSTANDI NG QUALI FI ED | NTEREST RATE NMANAGEMENT AGREEMENTS.

* * *
"Qualified interest rate nmanagenent aqreenent."” An
agreenent, | NCLUDI NG A CONFI RVATI ON EVI DENCI NG A TRANSACTI ON <—

EFFECTED UNDER A MASTER AGREEMENT, entered into by a | oca

governnent unit in accordance with, and fulfilling the

requi renents of section 82011 8281 (relating to qualified <—

i nterest rate managenent agreenents), which agreenment in the

j udgnent of the | ocal governnent unit is designed to nanage

interest rate risk or interest cost of the | ocal governnent unit

on any debt a | ocal governnent unit is authorized to i ncur under

this subpart, including, but not limted to, swaps, interest

rate caps, collars, corridors, ceiling and fl oor agreenents,

forward agreenents, float agreenents and other sinilar

arrangenents which, in the judgnent of the | ocal gover nnent

unit, will assist the |ocal governnent unit in nmanagi ng the

interest rate risk or interest cost of the | ocal governnent

20030H1148B2088 - 8 -
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SECTION 2. SECTI ONS 8129 AND 8144 OF TI TLE 53 ARE 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( b2 (i) (relati Lified -
agreenents) 8283(B)(2) (1) (RELATING TO REMEDIES), for the <—

paynent of either of which category the taxes and ot her revenues

20030H1148B2088 - 13 -
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remai ning 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 |ocal governnment unit
either may not legally levy a sufficient tax for the bal ance of
the fiscal year, or a sufficient tax, if legally |eviable, would
not be in the public interest. Unfunded debt does not, however,
i ncl ude 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 project.

Seet+on5—Sectton—8i42{ar L2y —of—TF+tle 53 +s—anended—by
addi-ng—a-subparagraph-to-read:-

8§ 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] e+ vyield

for any stated maturity date in the last two-thirds of the

20030H1148B2088 - 14 -
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period of the series may be |l ess than that stated for the
i mredi ately preceding year which falls within the | ast two-
thirds peri od.
Section # 3. Section 8242(a) of Title 53 is anmended 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:

* * %

(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 | N WH CH the noti onal anpbunt ef—which <—

was |Sidentified as corresponding to all or any portion of <—

any—hote—or—boend THE BOND OR NOTE bei ng ref unded:; <—
* * *

hal |l be_i et ALL d il od with t]

| hi : hal || bl |

20030H1148B2088 - 15 -



SECTION 4. CHAPTER 82 OF TITLE 53 |'S AMENDED BY ADDI NG A

SUBCHAPTER TO READ:
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SUBCHAPTER F

10 | NTEREST RATE Rl SK AND | NTEREST
11 COST MANAGENMENT

12 SEC

13 8281. QUALIFIED | NTEREST RATE MANAGEMENT AGREEMENTS.

14 8282. COVENANT TO PAY AMOUNTS DUE UNDER QUALI FI ED | NTEREST

15 RATE MANAGEMENT AGREEMENTS.

16 8283. REMEDIES.

17 8284. NOTI CE AND RETENTI ON OF RECORDS.

18 8285. FINANCI AL REPORTI NG

19 § 8281. QUALIFIED | NTEREST RATE MANAGEMENT AGREEMENTS.

20 (A) GENERAL RULE. - -

21 (1) EXCEPT AS SET FORTH | N PARAGRAPH (4),

22 NOTW THSTANDI NG ANY OTHER LAW TO THE CONTRARY, A LOCAL

23 GOVERNMENT UNI T MAY NEGOTI ATE AND ENTER | NTO QUALI FI ED

24 | NTEREST RATE MANAGEMENT AGREEMENTS CONSI STENT W TH THE

25 PROVI SI ONS OF TH' S SUBCHAPTER.

26 (2) THE LOCAL GOVERNMVENT UNI T MUST AUTHORI ZE AND AWARD
27 BY RESOLUTI ON EACH QUALI FI ED | NTEREST RATE MANAGEMENT

28 AGREEMENT OR ANY CONFI RVATI ON OF A TRANSACTI ON. THE

29 RESOLUTI ON | S SUBJECT TO SECTI ON 8003(A) AND (B) (RELATING TO
30 ADVERTI SEMENT AND EFFECTI VENESS OF ORDI NANCES) BUT MAY BE

20030H1148B2088 - 16 -
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VALI D AND EFFECTI VE FOR ALL PURPGSES | MVEDI ATELY UPON

ADOPTI ON OR AS OTHERW SE PROVI DED | N THE RESOLUTI ON.

(3) A LOCAL GOVERNMENT UNI'T HAS THE PONER TO CONTRACT

FOR | NSURANCE COVERI NG THE RI SKS OF NONPAYMENT OF AMOUNTS DUE

UNDER QUALI FI ED | NTEREST RATE MANAGEMENT AGREEMENTS.

(4) THE AUTHORI TY GRANTED I N THI S SUBCHAPTER SHALL NOT

APPLY TO ANY LOCAL GOVERNMENT UNI T WHI CH HAS BEEN DECLARED

DI STRESSED BY THE DEPARTMENT OF COVMUNI TY AND ECONOM C

DEVEL OPMENT.

(B) REQUI REMENTS FOR RESOLUTI ON. - - THE RESOLUTI ON AUTHORI ZI NG
AND AVWARDI NG A QUALI FI ED | NTEREST RATE MANAGEMENT AGREEMENT, OR
AUTHORI ZI NG A TRANSACTI ON UNDER THE AGREEMENT MUST | NCLUDE I N
THE RESCLUTI ON OR AS AN APPENDI X TO THE RESOLUTI ON ALL OF THE
FOLLOW NG

(1) A COPY OF THE QUALI FI ED | NTEREST RATE MANAGEMENT

AGREEMENT OR CONFI RVATI ON OF THE TRANSACTI ON UNDER THE

QUALI FI ED | NTEREST RATE MANAGEMENT AGREEMENT | N SUBSTANTI ALLY

THE FORM TO BE EXECUTED PURSUANT TO THE RESOLUTI ON.

(2) THE I NTEREST RATE MANAGEMENT PLAN MEETI NG THE
REQUI REMENTS UNDER THI S SUBPART:
(1) ADOPTED BY THE LOCAL GOVERNMVENT UNIT; OR
(1) IF THE LOCAL GOVERNMENT UNIT I'S | NCURRI NG
| NDEBTEDNESS UNDER THI S CHAPTER VWH CH HAS OR W LL BE
| SSUED TO A PUBLI C AUTHORI TY THAT HAS ENTERED | NTO OR
WLL ENTER | NTO AN | NTEREST RATE MANAGEMENT AGREEMENT
MEETI NG THE REQUI REMENTS OF A QUALI FI ED | NTEREST RATE
MANAGEMENT AGREEMENT UNDER THI S SUBPART, ADCPTED BY THAT
PUBLI C AUTHORI TY.
(3) A STATEMENT OF THE MANNER OF THE AWARD OF THE
QUALI FI ED | NTEREST RATE MANAGEMENT AGREEMENT UNDER SUBSECTI ON

20030H1148B2088 - 17 -



(E).
(C) CONTENTS OF QUALI FI ED | NTEREST RATE MANAGEMENT

AGREEMENTS. - - | N ADDI TI ON TO OTHER PROVI S| ONS APPROVED BY THE

LOCAL GOVERNMENT UNIT, A QUALIFI ED | NTEREST RATE MANAGEMENT

1

2

3

4

5 AGREEMENT MUST CONTAI N ALL OF THE FOLLOW NG

6 (1) THE COVENANT OF THE LOCAL GOVERNMENT UNI T TO MAKE
7 PAYMENTS REQUI RED BY THE QUALI FI ED | NTEREST RATE MANAGEMENT
8 AGREEMENT AND THE COVENANTS AUTHORI ZED BY SECTI ON 8282

9

( RELATI NG TO COVENANT TO PAY AMOUNTS DUE UNDER QUALI FI ED

10 | NTEREST RATE MANAGEMENT AGREEMENTS) .

11 (2) THE NOTI ONAL AMOUNT OF THE QUALI FI ED | NTEREST RATE
12 MANAGEMENT AGREEMENT AND THE PRI NCI PAL AMOUNT OF BONDS OR

13 NOTES OR LEASE RENTAL DEBT, OR PORTIONS OF THE NOTI ONAL OR
14 PRI NCI PAL AMOUNTS, | SSUED OR TO BE | SSUED BY THE LOCAL

15 GOVERNMENT UNI'T UNDER THI S SUBPART OR GUARANTEED BY THE LOCAL
16 GOVERNMVENT UNI'T UNDER THI' S SUBPART, TO VWH CH THE AGREEMENT
17 RELATES.

18 (3) THE TERM OF ANY QUALI FI ED | NTEREST RATE MANAGEMENT
19 AGREEMENT, WH CH MUST NOT EXCEED THE LATEST MATURI TY DATE OF
20 THE BONDS OR NOTES REFERENCED I N THE QUALI FI ED | NTEREST RATE
21 MANAGEMENT AGREEMENT.

22 (4) A PROVI SION REQUI RING THE TERM NATI ON OF THE

23 AGREEMENT | F ALL DEBT TO VWH CH THE QUALI FI ED | NTEREST RATE
24 MANAGEMENT AGREEMENT RELATES |'S NO LONGER OQUTSTANDI NG

25 (5) THE MAXI MUM ANNUAL | NTEREST RATE WHI CH THE LOCAL

26 GOVERNMENT UNI'T MAY PAY THEREUNDER.

27 (6) A PROVI SION THAT THE MAXI MUM NET PAYMENTS BY FI SCAL
28 YEAR OF A LOCAL GOVERNMENT UNI'T SHALL NOT EXCEED THE MAXI MUM
29 | NTEREST RATE SPECI FI ED I N THE QUALI FI ED | NTEREST RATE

30 MANAGEMENT AGREEMENT FOR:

20030H1148B2088 - 18 -



1 (1) PERI ODI C SCHEDULED PAYMENTS, NOT | NCLUDI NG ANY
2 TERM NATI ON PAYMENTS, DUE UNDER THE QUALI FI ED | NTEREST

3 RATE MANAGEMENT AGREEMENT; AND

4 (I'l') THE I NTEREST ON THE BONDS OR NOTES TO WHI CH THE
5 QUALI FI ED | NTEREST RATE MANAGEMENT AGREEMENT RELATES.

6 (7) THE SOURCE OF PAYMENT OF THE PAYMENT OBLI GATI ONS OF
7 THE LOCAL GOVERNMENT UNI'T, VWH CH MJUST BE ElI THER GENERAL

8 REVENUES OR REVENUES SPECI FI CALLY | DENTI FI ED I N THE

9 AGREEMENT.

10 (8) A PROVI SI ON ADDRESSI NG THE ACTI ONS TO BE TAKEN | F
11 THE CREDI T RATI NG OF THE OTHER PARTY CHANGES.

12 (9) A PROVI SION THAT PERI ODI C SCHEDULED PAYMENTS DUE

13 UNDER THE QUALI FI ED | NTEREST RATE MANAGEMENT AGREEMENT AND
14 DEBT SERVI CE DUE ON THE RELATED BONDS OR NOTES OR PAYMENTS
15 DUE UNDER THE RELATED | NSTRUMENT EVI DENCI NG LEASE RENTAL DEBT
16 OR GUARANTY OF THE LOCAL GOVERNMENT UNIT SHALL BE SENIOR I N
17 RI GHT AND PRI ORI TY OF PAYMENT TO TERM NATI ON PAYMENTS DUE

18 UNDER THE QUALI FI ED | NTEREST RATE MANAGEMENT AGREEMENT.

19 (D) OTHER PROVI SI ONS OF THE QUALI FI ED | NTEREST RATE
20 MANAGEMENT AGREEMENT. - - THE QUALI FI ED | NTEREST RATE MANAGEMENT
21 AGREEMENT MAY | NCLUDE
22 (1) A COVENANT TO | NCLUDE ANY TERM NATI ON PAYMENT OR
23 SI'M LAR PAYMENT FOR A QUALI FI ED | NTEREST RATE MANAGEMENT
24 AGREEMENT I N I TS CURRENT BUDGET AT ANY Tl ME DURI NG A FI SCAL
25 YEAR OR IN A BUDGET ADOPTED IN A FUTURE FI SCAL YEAR
26 (2) A PROVI SION THAT THE FOLLOW NG SHALL BE EQUALLY AND
27 RATABLY PAYABLE AND SECURED UNDER THE APPLI CABLE COVENANTS
28 AUTHORI ZED | N SECTI ON 8282:
29 (1) PERI ODI C SCHEDULED PAYMENTS DUE UNDER THE
30 QUALI FI ED | NTEREST RATE MANAGEMENT AGREEMENT; AND

20030H1148B2088 - 19 -



1 (1) ANY OF THE FOLLOWN NG TO WHI CH THE AGREEMENT

2 RELATES:

3 (A) THE DEBT SERVI CE DUE ON THE BONDS OR NOTES;
4 (B) PAYMENT UNDER AN | NSTRUMVENT EVI DENCI NG LEASE
5 RENTAL DEBT; OR

6 (© PAYMENT UNDER A GUARANTY OF THE LOCAL

7 GOVERNMENT UNIT.

8 (3) A PROVI SION THAT THE QUALI FI ED | NTEREST RATE

9 MANAGEMENT AGREEMENT MAY BE TERM NATED AT THE OPTI ON OF THE
10 LOCAL GOVERNMENT UNIT W THOUT CAUSE BUT THAT THE QUALI FI ED

11 | NTEREST RATE MANAGEMENT AGREEMENT MAY NOT BE TERM NATED AT
12 THE OPTI ON OF THE OTHER PARTY TO THE QUALI FI ED | NTEREST RATE
13 MANAGEMENT AGREEMENT W THOUT CAUSE

14 (E) AWARD OF QUALI FI ED | NTEREST RATE MANAGEMENT

15 AGREEMENTS. - -

16 (1) THE LOCAL GOVERNMENT UNIT SHALL ESTABLI SH A PROCESS
17 FOR SELECTI NG OTHER PARTI ES BEFORE ENTERI NG | NTO A QUALI FI ED
18 | NTEREST RATE MANAGEMENT AGREEMENT.

19 (2) THE LOCAL GOVERNMENT UNI T SHALL ESTABLI SH

20 QUALI FI CATI ONS FOR OTHER PARTI ES BEFORE ENTERI NG | NTO A

21 QUALI FI ED | NTEREST RATE MANAGEMENT AGREEMENT. THE

22 QUALI FI CATI ONS SHALL | NCLUDE A RATI NG FOR THE OTHER PARTY OF
23 AT LEAST THE TH RD H GHEST RATI NG CATEGORY FROM A NATI ONALLY
24 RECOGNI ZED RATI NG AGENCY

25 (3) A QUALIFI ED | NTEREST RATE MANAGEMENT AGREEMENT MUST
26 BE AWARDED BY PUBLI C SALE, PRI VATE SALE BY NEGOTI ATI ON OR

27 PRI VATE SALE BY | NVI TATI ON

28 (4) THE LOCAL GOVERNMENT UNIT SHALL SELECT THE QUALI FI ED
29 | NTEREST RATE MANAGEMENT AGREEMENT WHI CH THE LOCAL GOVERNMENT
30 UNIT DETERM NES | S I N I TS BEST FI NANCI AL | NTEREST. THE
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1 QUALI FI ED | NTEREST RATE MANAGEMENT AGREEMENT SELECTED MUST
2 CONTAI N FI NANCI AL TERVMS AND CONDI TI ONS WHI CH | N THE OPI NI ON
3 OF THE | NDEPENDENT FI NANCI AL ADVI SOR TO THE LOCAL GOVERNVENT
4 UNI T ARE FAI R AND REASONABLE TO THE LOCAL GOVERNMVENT UNI T AS
5 OF THE DATE OF AWARD.

6 (5) THE LOCAL GOVERNMENT UNI T MAY SATI SFY THE

7 REQUI REMENTS OF PARAGRAPH (4) BY OBTAINING A FI NDI NG FROM AN
8 | NDEPENDENT FI NANCI AL ADVI SOR TO THE PUBLI C AUTHORI TY THAT

9 THE FI NANCI AL TERVB AND CONDI TI ONS OF THE AGREEMENT ARE FAI R
10 AND REASONABLE TO THE PUBLI C AUTHORI TY AS OF THE DATE OF THE
11 AWARD | F ALL OF THE FOLLOW NG APPLY:

12 (1) THE LOCAL GOVERNMVENT UNI T IS | NCURRI NG

13 | NDEBTEDNESS UNDER THI'S CHAPTER WHI CH HAS OR WLL BE

14 | SSUED TO A PUBLI C AUTHORI TY.

15 (I'1) 1N CONNECTI ON W TH THE | NCURRI NG OF DEBT UNDER
16 SUBPARAGRAPH (1), THE LOCAL GOVERNMENT UNI T W LL BECOME
17 OBLI GATED FOR ALL OR A PORTI ON OF THE PUBLI C AUTHORI TY' S
18 COSTS UNDER AN | NTEREST RATE MANAGEMENT AGREEMENT.

19 § 8282. COVENANT TO PAY AMOUNTS DUE UNDER QUALI FI ED | NTEREST
20 RATE MANAGEMENT AGREEMENTS.

21 (A) CONTENTS. - - THE LOCAL GOVERNMENT UNI T SHALL | NCLUDE IN A
22 QUALI FI ED | NTEREST RATE MANAGEMENT AGREEMENT A COVENANT THAT THE
23 LOCAL GOVERNMENT UNI T SHALL DO THE FOLLOW NG

24 (1) 1 NCLUDE THE PERI ODI C SCHEDULED AMOUNTS PAYABLE | N
25 RESPECT OF THE QUALI FI ED | NTEREST RATE MANAGEMENT AGREEMENT
26 FOR EACH FI SCAL YEAR IN | TS BUDGET FOR THAT FI SCAL YEAR

27 (2) APPROPRI ATE THOSE AMOUNTS FROM | TS GENERAL OR

28 SPECI ALLY PLEDGED REVENUES FOR THE PAYMENT OF AMOUNTS DUE

29 UNDER THE QUALI FI ED | NTEREST RATE MANAGEMENT AGREEMENT.

30 (B) PLEDGE. - -
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(1) EXCEPT AS SET FORTH I N PARAGRAPH (2), THE LOCAL
GOVERNMENT UNI'T MAY PLEDGE I'TS FULL FAI'TH, CREDI T AND TAXI NG
PONER FOR THE BUDGETI NG, APPROPRI ATI ON AND PAYMENT OF
PERI ODI C SCHEDULED PAYMENTS DUE UNDER A QUALI FI ED | NTEREST
RATE MANAGEMENT AGREEMENT.

(2) A LOCAL GOVERNMENT UNI' T MAY NOT MAKE A PLEDGE UNDER
PARAGRAPH (1) |IF THE PAYMENT OBLI GATI ONS OF THE LOCAL
GOVERNMENT UNI'T UNDER THE QUALI FI ED | NTEREST RATE MANAGEMENT
AGREEMENT ARE LIM TED AS TO PAYMENT TO SPECI FI ED REVENUES OF
THE LOCAL GOVERNMENT UNI T.

(© SECURITY I NTEREST. --1F THE PERI ODI C SCHEDULED PAYMENT
OBLI GATI ONS OF THE LOCAL GOVERNMENT UNI'T ARE SPECI FI ED I N THE
QUALI FI ED | NTEREST RATE TO BE MADE FROM SPECI FI ED REVENUES OF
THE LOCAL GOVERNMENT UNIT, THE LOCAL GOVERNMVENT UNI T MAY | NCLUDE
IN THE QUALI FI ED | NTEREST RATE MANAGEMENT AGREEMENT A COVENANT
GRANTI NG A SECURI TY | NTEREST I N THOSE REVENUES TO SECURE | TS
PERI ODI C SCHEDULED PAYMENT OBLI GATI ONS UNDER THE AGREEMENT. THE
SECURI TY | NTEREST SHALL BE PERFECTED UNDER SECTI ON 8147
( RELATI NG TO PLEDGE OF REVENUES) .

§ 8283. REMEDI ES.

(A) FAILURE TO BUDGET AMOUNTS DUE UNDER A QUALI FI ED | NTEREST
RATE MANAGEMENT AGREEMENT. - -

(1) TH'S SUBSECTI ON APPLIES I F A LOCAL GOVERNMENT UNI T
FAI LS OR REFUSES TO BUDGET FOR ANY FI SCAL YEAR A PERI ODI C
SCHEDULED PAYMENT:

(1) DUE IN THAT YEAR PURSUANT TO THE PROVI SIONS OF A

QUALI FI ED | NTEREST RATE MANAGEMENT AGREEMENT; AND

(1) PAYABLE FROM THE GENERAL REVENUES CF THE LOCAL

GOVERNMENT UNIT.

(2) |IF A LOCAL GOVERNMENT UNIT COW TS A FAI LURE OR
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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

REFUSAL UNDER PARAGRAPH (1), THE FOLLOW NG APPLY:

(B)

(1) THE OTHER PARTY TO THE | NTEREST RATE MANAGEMENT
AGREEMENT MAY BRI NG AN ENFORCEMENT ACTI ON | N A COURT OF
COMMON PLEAS.

(1) AFTER A HEARI NG HELD UPON NOTI CE TO THE LOCAL
GOVERNMENT UNI'T AS THE COURT MAY DI RECT, |F THE COURT
FI NDS A FAI LURE OR REFUSAL UNDER PARAGRAPH (1), THE COURT
MAY, BY ORDER OF MANDAMUS, REQUI RE THE TREASURER OF THE
LOCAL GOVERNMENT UNIT TO PAY TO THE OTHER PARTY OUT OF
THE FI RST TAX MONEY OR OTHER AVAI LABLE REVENUE OR MONEY
THEREAFTER RECEI VED | N THE FI SCAL YEAR BY THE TREASURER
THE PERI ODI C SCHEDULED PAYMENTS DUE PURSUANT TO THE
PROVI SI ONS OF THE QUALI FI ED | NTEREST RATE MANAGEMENT
AGREEMENT. THE ORDER SHALL BE SUBJECT TO SECTI ON
8281(C) (8) (RELATI NG QUALI FI ED | NTEREST RATE MANAGEMENT
AGREEMENTS) .

(1'11) ANY PRIORITY ON | NCOM NG TAX MONEY ACCORDED TO
A SEPARATE SI NKI NG FUND FOR TAX ANTI CI PATI ON NOTES UNDER
THE AUTHORI TY OF SECTI ON 8125 ( RELATING TO SECURI TY FOR
TAX ANTI Cl PATI ON NOTES AND SI NKI NG FUND) SHALL NOT BE
AFFECTED BY AN ORDER UNDER SUBPARAGRAPH (I1) UNTIL THE
SUM ON DEPGSI T | N EACH SI NKI NG FUND EQUALS THE MONEY
VWH CH SHOULD HAVE BEEN BUDGETED OR APPROPRI ATED FOR EACH
SERI ES.

FAI LURE TO PAY AMOUNTS DUE UNDER A QUALI FI ED | NTEREST

RATE MANAGEMENT AGREEMENT. - -

(1) TH' S SUBSECTI ON APPLI ES | F:

(1) A LOCAL GOVERNMENT UNI'T FAILS TO PAY ANY AMOUNT
DUE UNDER A QUALI FI ED | NTEREST RATE MANAGEMENT AGREEMENT
WHEN | T BECOVES DUE AND PAYABLE; AND
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(11) THE FAI LURE CONTI NUES FOR 30 DAYS.

(2) |F THERE |'S A FAI LURE UNDER PARAGRAPH (1), THE OTHER
PARTY TO THE QUALI FI ED | NTEREST RATE MANAGEMENT AGREEMENT MAY
BRI NG AN ACTI ON I N A COURT OF COMVON PLEAS TO RECOVER THE
AMOUNT DUE. THI'S PARAGRAPH | S SUBJECT TO

(1) THE PRI ORI TI ES UNDER SECTI ONS 8125 AND
8281(C) (8); AND
(I'1) ANY LI M TATI ONS UPON RI GHTS OF ACTI ON PROPERLY

PROVI DED | N THE QUALI FI ED | NTEREST RATE MANAGEMVENT

AGREENENT.

(3) THE JUDGVENT RECOVERED UNDER PARAGRAPH (2) SHALL:

(1) HAVE AN APPROPRI ATE PRI ORI TY UPON THE MONEY NEXT

COM NG | NTO THE TREASURY OF THE LOCAL GOVERNMENT UNI T;

AND

(I1) BE A JUDGVENT UPON VHI CH FUNDI NG BONDS MAY BE
| SSUED PURSUANT TO CH. 81 SUBCH. B ( RELATI NG TO TAX
ANTI CI PATI ON NOTES AND FUNDI NG DEBT) .

(C) FAILURE TO PAY BY SCHOOL DI STRICTS. - -

(1) TH'S SUBSECTI ON APPLIES | F A BOARD OF DI RECTORS OF A
SCHOOL DI STRICT FAILS TO PAY OR TO PROVI DE FOR THE PAYMENT OF
PERI ODI C SCHEDULED PAYMENTS, NOT | NCLUDI NG ANY TERM NATI ON
PAYMENTS, DUE PURSUANT TO THE PROVI SI ONS OF A QUALI FI ED
| NTEREST RATE MANAGEMENT AGREEMENT.

(2) A PARTY TO A QUALI FI ED | NTEREST RATE MANAGEMENT
AGREEMENT MUST NOTI FY THE SECRETARY OF EDUCATI ON OF A FAI LURE
UNDER PARAGRAPH (1) .

(3) UPON NOTI CE UNDER PARAGRAPH (2), THE FOLLOW NG
APPLY:

(1) THE SECRETARY SHALL NOTI FY THE DEPARTMENT OF

COVMUNI TY AND ECONOM C DEVELOPMVENT AND THE OFFENDI NG
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1 BOARD OF SCHOOL DI RECTORS.
2 (1) |F THE SECRETARY FI NDS THAT THE AMOUNT DUE AND
3 PAYABLE BY THE SCHOOL DI STRI CT HAS NOT BEEN PAID, THE

4 SECRETARY SHALL W THHOLD OUT OF ANY STATE APPROPRI ATl ON

5 DUE THE SCHOOL DI STRICT AN AMOUNT EQUAL TO THE AMOUNT DUE
6 PURSUANT TO THE QUALI FI ED | NTEREST RATE MANAGEMENT

7 AGREEMENT AND SHALL PAY OVER THE AMOUNT SO W THHELD TO

8 THE PARTY TO THE QUALI FI ED | NTEREST RATE MANAGEMENT

9 AGREEMENT TO WHOM THE AMOUNT |'S DUE.

10 § 8284. NOTICE AND RETENTI ON OF RECORDS.

11 (A) NOTICE. - -

12 (1) THE LOCAL GOVERNMENT UNI T SHALL FILE W TH THE

13 DEPARTMENT OF COVMMUNI TY AND ECONOM C DEVELOPMENT CERTI FI ED

14 COPI ES OF A RESOLUTI ON AUTHORI ZI NG A QUALI FI ED | NTEREST RATE
15 MANAGEMENT AGREEMENT, | NCLUDI NG ANY APPENDI X TO THE

16 RESOLUTI ON, 15 DAYS FOLLON NG ADOPTI ON.

17 (2) |F THE MAXI MUM NET PAYMENTS BY FI SCAL YEAR FOR

18 PERI ODI C SCHEDULED PAYMENTS OF THE LOCAL GOVERNMENT UNI T, NOT
19 | NCLUDI NG ANY TERM NATI ON PAYMENTS, AND | NTEREST ON THE BONDS
20 OR NOTES TO WHI CH THE QUALI FI ED | NTEREST RATE MANAGEMENT

21 AGREEMENT RELATES, EXCEED THE AMOUNT OF | NTEREST APPROVED I N
22 PROCEEDI NGS OF THE LOCAL GOVERNMENT UNI T W TH RESPECT TO SUCH
23 BONDS OR NOTES FI LED W TH AND APPROVED BY THE DEPARTMENT, THE
24 LOCAL GOVERNMENT UNI T SHALL ADOPT AN AMENDMENT TO THE

25 ORDI NANCE OR RESOLUTI ON AUTHORI ZI NG SUCH BONDS OR NOTES

26 REFLECTI NG SUCH | NCREASE. THE AVENDVENT SHALL BE ADVERTI SED
27 AND EFFECTI VE AS PROVI DED | N SECTI ON 8003 (RELATI NG TO

28 ADVERTI SEMENT AND EFFECTI VENESS OF ORDI NANCES), AND FI LED

29 W TH THE DEPARTMENT. NO APPROVAL BY THE DEPARTMENT OR FI LI NG
30 FEE BY THE LOCAL GOVERNMENT UNI T SHALL BE REQUI RED FOR ANY
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FI LI NG UNDER THI S SUBSECTI ON.

(B) RECORDS. - - THE DEPARTMENT SHALL KEEP COPI ES OF ALL
DOCUMENTS FI LED W TH THE DEPARTMENT UNDER THI S SECTI ON AS LONG
AS A QUALI FI ED | NTEREST RATE MANAGEMENT AGREEMENT 1S | N EFFECT.

1

2

3

4

5 DOCUMENTS FI LED W TH THE DEPARTMENT UNDER THI S SECTI ON ARE

6 PUBLI C RECORDS AVAI LABLE FOR EXAM NATI ON BY ANY ClI TI ZEN OF THI S
7 COVMONVEALTH;, ANY PARTY TO THE QUALI FI ED | NTEREST RATE

8 MANAGEMENT AGREEMENT; OR ANY BONDHOLDER OR NOTEHOLDER, | NCLUDI NG
9 HOLDERS OF TAX ANTI Cl PATI ON NOTES, OF THE LOCAL GOVERNMENT UNI T
10 FI LI NG ANY DOCUMENT PURSUANT TO THI S SECTI ON.
11 § 8285. FI NANCI AL REPORTI NG
12 A LOCAL GOVERNVMVENT UNI'T WHI CH HAS ENTERED | NTO A QUALI FI ED
13 | NTEREST RATE MANAGEMENT AGREEMENT SHALL | NCLUDE I'N I TS ANNUAL
14 FI NANCI AL STATEMENTS | NFORVATI ON W TH RESPECT TO EACH QUALI FI ED
15 | NTEREST RATE MANAGEMENT AGREEMENT | T HAS AUTHORI ZED OR ENTERED
16 I NTO, | NCLUDI NG ANY | NFORVATI ON REQUI RED PURSUANT TO ANY
17 STATEMENT | SSUED BY THE GOVERNVENTAL ACCOUNTI NG STANDARDS BOARD.

18 SECTION 5. TH S ACT SHALL TAKE EFFECT | MVEDI ATELY.
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