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DESCRIPTION AND PURPOSE OF BILL   

 
Senate Bill 1321, as amended, amends the Municipalities Financial Recovery Act 

(Act 47 of 1987) by clarifying that Act 47 plans shall not be affected by collective 
bargaining contracts and arbitration awards. 
 

The legislation, as amended by A10732, clarifies the following with regard to 
collective bargaining agreements and arbitration awards: 

 Requires the coordinator to project revenues and expenditures for the 

current and next three fiscal years, including a cap on projected expenditures 

for individual collective bargaining units that cannot be exceeded by the 

distressed municipality. 

 Allows an arbitration settlement under Act 111 (Policemen and Firemen 

Collective Bargaining Act) to deviate from the plan only if: 

o It will not exceed the cap; 

o It will not jeopardize the financial stability of the distressed 

municipality; and 

o It is not inconsistent with the policy objectives of the act. 
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 Requires the board of arbitration to provide findings of fact that are 

supported by substantial evidence for a deviation from the plan and requires 

the findings to be supported by credible testimony of an expert in municipal 

finance (a person who holds an advanced degree with at least 8 years of 

experience in the field). 

 Requires the board to provide a copy of a settlement deviating from the plan 

to the coordinator and allows the collective bargaining unit, the distressed 

municipality, the coordinator or the Secretary of DCED to appeal the 

deviation to the Commonwealth Court. 

 The Court’s review shall be de novo and provides that the caps may only be 

exceeded if the cap is determined to be arbitrary, capricious or established in 

bad faith. 

 Requires a municipality to gain approval from the Secretary of DCED if the 

municipality determines that it meets one of the statutory categories to file 

for bankruptcy. 

 

Senate Bill 1321 is legislation proposed in response to the Pennsylvania Supreme 

Court decision in City of Scranton V. Firefighters Local Union No. 60.  The decision 
held that there is a distinction between the terms “arbitration settlement” and 

“arbitration award”.  Throughout arbitrations with police and firefighters, the City of 
Scranton maintained that the arbitrators lacked legal authority to award relief 
impinging upon the city’s Act 47 Recovery Plan.  The city relied on language 

contained in section 252 of the act, which provides the following: 
 

  A collective bargaining agreement or arbitration settlement 
  executed after the adoption of a plan shall not in any manner 
  violate, expand or diminish its provisions. 

 
At the center of the dispute, the parties differed as to whether an Act 111 

(Policemen and Firemen Collective Bargaining Act) arbitration award is an 
“arbitration settlement” for purposes of section 252 of the act.  The Commonwealth 
Court deemed section 252 of Act 47 to be controlling over the Act 111 bargaining 

rights. 
 

The Supreme Court disagreed and found the term “arbitration settlement” to be 
ambiguous and held that section 252 of Act 47 does not impinge upon interest 

arbitration awards under Act 111.  Furthermore, the court opined that, if it is the 
legislative will to displace the policies underlying Act 111, it should be conveyed in 
explicit terms. 

 
Senate Bill 1321 intends to preserve the past application of the provisions of section 

252 of Act 47, which is an important tool utilized in implementing a recovery plan. 
 
The act shall take effect in 60 days.   
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FISCAL IMPACT: 

 
Senate Bill 1321 will have no fiscal impact on Commonwealth funds. 

 
The legislation is intended to uphold section 252 of the act, which provides that a 
Recovery Plan shall not be affected by certain collective bargaining agreements or 

settlements.  A collective bargaining agreement or arbitration settlement executed 
after the adoption of a plan shall not in any manner violate, expand or diminish its 
provisions.   

 
To the extent that Senate Bill 1321 will prevent other Recovery Plans from being 

impinged upon by Act 111 bargaining rights, the legislation may result in a 
significant savings of local government funds in Act 47 municipalities.  The 
Department of Community and Economic Development indicates that there are 20 

municipalities presently designated as Act 47 municipalities. 
 


