PRI OR PRI NTER S NOS. 141, 895 PRINTER S NO. 944

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 136  *%5”

| NTRODUCED BY RHOADES, SI NGEL, CORVAN, VENGER AND STOUT,
JANUARY 15, 1987

AS AVENDED ON SECOND CONSI DERATI ON, MAY 5, 1987

OCO~NOUITARWNE

N N R R R R R R R R R
= O © 0 ~N o oo b W N = O

AN ACT

Enmpowering the Departnment of Community Affairs to decl are
certain nmunicipalities as financially distressed; providing
for the restructuring of debt of financially distressed
municipalities; limting the ability of financially
di stressed municipalities to obtain governnment funding;
authorizing nunicipalities to participate in Federal debt
adj ust rent actions and bankruptcy actions under certain
ci rcunst ances; and providing for consolidation or nmerger of
contiguous municipalities to relieve financial distress.
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t he Comonwealth to foster fiscal integrity of municipalities so
that they provide for the health, safety and welfare of their
citizens; pay due principal and interest on their debt
obl i gati ons when due; neet financial obligations to their
enpl oyees, vendors and suppliers; and provide for proper
financi al accounting procedures, budgeting and taxing practices.
The failure of a nunicipality to do so is hereby determned to
af fect adversely the health, safety and welfare not only of the
citizens of the nunicipality but also of other citizens in this
Conmonweal t h.

(b) Legislative intent.--

(1) It is the intent of the General Assenbly to:

(1) Enact procedures and provi de powers and
guidelines to ensure fiscal integrity of nmunicipalities
whil e | eaving principal responsibility for conducting the
governmental affairs of a nunicipality, including
choosing the priorities for and manner of expenditures
based on avail abl e revenues, to the charge of its el ected
officials, consistent with the public policy set forth in
this section.

(ii) Enact procedures for the adjustnent of
muni ci pal debt by negotiated agreenment with creditors.

(2) The General Assenbly further recogni zes that
changi ng and deteriorating econom c conditions, devel oping
t echnol ogi es and attendant unenpl oynent erode |ocal tax bases
and threaten essential nunicipal services. Under such
ci rcunst ances, the CGeneral Assenbly believes that such
di stressed governnmental units may no | onger be viable and
that the citizens of those communities should be granted the

opportunity to voluntarily consolidate or nerge their
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muni cipalities with other municipalities in an effort to

al I ow muni ci pal boundaries to reflect the geographic and

econonmic realities of a distressed area, to nmerge a conmon

community of interest, to take advantage of econoni es of

scale in providing services, and to create an expanded

revenue base to provide necessary public services to the

citizens of financially distressed nmunicipalities.
Section 103. 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:

"Basis of accounting.”" Revenues and expenditures may be
recogni zed on the cash, nodified accrual or full accrual basis
of accounting, provided that basis is applied consistently
t hroughout the fiscal periods reported for eval uation purposes.

"Chi ef executive officer.”™ Myor in a mayor-council form of
government or nmanager in a council-manager form of governnent of
a city operating under an optional form of governnent pursuant
to the act of July 15, 1957 (P.L.901, No.399), known as the
Optional Third Cass Cty Charter Law, a mayor of a city of the
first class; or an individual serving in such capacity as
designated by a home rule charter or optional plan pursuant to
the act of April 13, 1972 (P.L.184, No.62), known as the Hone
Rul e Charter and Optional Plans Law.

"Claim" Right to paynent, whether or not the right is
reduced to judgment, |iquidated, unliquidated, fixed,
contingent, matured, unmatured, disputed, undisputed, |egal,
equi tabl e, secured or unsecured; or right to an equitable renedy
for breach of performance if the breach gives rise to aright to

paynent, whether or not the right to an equitable renedy is
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reduced to judgment, fixed, contingent, matured, unmatured,
di sput ed, undi sputed, secured or unsecured.

"Conmonweal th agency."” The Governor and the departnents,
boards, comm ssions, authorities and other officers and agencies
of this Commonweal th, whether or not subject to the policy
supervi sion and control of the Governor

"Consol i dated or nmerged nmunicipality.” A municipal entity
resulting fromsuccessful consolidation or nerger proceedi ngs
under Subchapter A of Chapter 3 4.

"Consol idation or nmerger." The conbination of two or nore
muni ci palities into one nmunicipality.

"Contiguous territory.” Aterritory of which a portion abuts
t he boundary of another municipality, including territory
separated fromthe exact boundary of another nunicipality by a
street, road, railroad or highway, or by a river or other
natural or artificial streamof water.

"Creditor.” An individual, partnership, corporation,
associ ation, estate, trust, governnental unit or the governing
board of a pension fund of a nunicipality that has a claim
against a nunicipality.

"Deficit." The excess of expenditures over revenues, stated
as a percentage of revenue, during an accounting period. This
cal cul ation shall include all governnental fund types and al
proprietary fund types, but shall exclude all fiduciary fund
types of the municipality.

"Departnment.” The Departnent of Community Affairs of this
Conmonweal t h.

"Election officials.”™ The county boards of el ection, except
inacity of the first class where "election officials" neans

the city board of el ections.

19870S0136B0944 - 7 -
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"Expenditures.” Reductions in fund equity, including current
operating expenses that require the use of fund equity, debt
service and capital outlays. The term shall not include

interfund transfers.

"Fund equity." Excess of assets of a fund over its
liabilities.
"Governing body." The council in cities, boroughs and

i ncorporated towns; the board of comm ssioners in counties; the

board of conm ssioners in townships of the first class; the

board of supervisors in townships of the second class, or the

| egi sl ative policy-making body in hone rule nunicipalities.
“Initiative." The filing with applicable election officials

of a petition containing a proposal for a referendumto be

pl aced on the ball ot of the next election. The petition shal

be:

(1) Filed not later than the 13th Tuesday prior to the
next election in which it will appear on the ballot.

(2) Signed by voters conprising 5% of the persons voting
for the office of Governor in the |ast gubernatorial genera
el ection in the nunicipality where the proposal w |l appear
on the ballot.

(3) Placed on the ballot by election officials in a
manner fairly representing the content of the petition for
deci sion by referendum at said el ection.

(4) Submitted not nore than once in five years.
“"Matured claim"” A claimthat has been reduced to judgnent

or liquidated in amount by agreenent for a period of 90 days
prior to the filing of a petition to commence fiscal distress
proceedi ngs under this act.

“Muni cipal record.”™ A financial record and docunent of a

19870S0136B0944 - 8 -
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muni ci pality or of an authority incorporated by a rnunicipality,
excl uding confidential information relating to personnel matters
and matters relating to the initiation and conduct of

i nvestigations of violations of |aw.

“"Municipality.” Every county, city, borough, incorporated
town, township and hone rul e mnunicipality.

"Ref erendum ™ Pl acenment of a question inserted on the
ballot, by initiative or otherwise, by a majority vote of the
el ectors voting thereon.

"Revenues." Additions to fund equity other than from
interfund transfers, proceeds of debt and proceeds of
di sposition of general fixed assets.

"Secretary."” The Secretary of Community Affairs of the
Commonweal t h.

SUBCHAPTER B
ADM NI STRATI VE PROVI SI ONS
Section 121. Powers and duties of departnent.

(a) Conpile financial data.--

(1) A power and duty of the departnment shall be to
mai ntai n accurate and current information and data on the
fiscal status of nunicipalities to determne if criteria set
forth in section 201 exist and, if so, whether the existence
of those factors validly indicates fiscal distress.

(2) In conmpiling the information and data, the
departnment shall mail, before January 1 of each year, a
Survey of Financial Condition formto each nunicipality
applicable to the municipality's prior fiscal year

(1) The survey shall seek information necessary to
determne the fiscal status of a municipality, shall be

concise to facilitate pronpt response and shall contain
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an attestation clause to be signed by the presiding
of ficer of the nmunicipality's governing body.

(ii) The survey shall be a supplenent to and shal
be included with the annual audit reports submtted to
the departnent in accordance with | aw

(ti1) The survey shall include information based on
the criteria specified in section 201.

(iv) The survey shall include information relating
to the basis of accounting utilized by nmunicipalities.

(b) Assess data.--A power and duty of the departnent shal
be to apply the criteria of section 201 to data and i nfornmation
on the fiscal status of municipalities to assess the validity
and applicability of an indication of nunicipal financial
distress. In assessing validity and applicability, the
departnment shall undertake a review process including, but not
limted to, consultation, correspondence and visits with a
muni ci pal ity which appears to be financially distressed,
not wi t hst andi ng the provisions of section 2501-C(e) and (f) of
the act of April 9, 1929 (P.L.177, No.175), known as The
Adm ni strative Code of 1929, which limts departnent
intervention to incidences when such is requested by the
municipality. If the departnent assesses that a municipality
needs assistance to correct mnor fiscal problens, the
departnment shall offer appropriate recomrendations. If the
muni ci pal ity adopts those recommendati ons, the departnent need
take no further action.

(c) Notify agencies of determ nation.--Upon the making of a
determi nation by the secretary that a nunicipality is distressed
pursuant to section 203(f), the departnent shall imediately

notify the heads of all Commobnweal th agencies of the
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det erm nati on.

(d) Act as analyzer of municipal reports.--A power and duty
of the departnment shall be to act as the Comonweal t h anal yzer
for relevant reports, data and information required by law to be
filed by municipalities with any Comonweal t h agency when such
reports, data and information directly relate to the financi al
conditions of nunicipalities. The departnent shall, in
consultation with every Commonweal th agency, determ ne which
reports, data and information relate to the fiscal condition of
muni ci palities. Upon an indication of distress in a nmunicipality
t hrough informati on available to the departnent, the departnent
shall request data, reports and information from al
Commonweal th agencies to assist the departnent to substantiate a
possi bl e distress status of a nunicipality.

(e) Furnish programdata to nunicipality.--Upon receipt of
information forwarded to the department by each Commonweal t h
agency pursuant to section 122(a), the departnent shall furnish
this information to the distressed nunicipality coordinator for
possi bl e inclusion of such information into the plan devel oped
by the coordinator in accordance with Subchapter C of Chapter 2.

(f) Develop early warning system--In conjunction with
assessing a nunicipality's current fiscal stability under
subsections (a) and (b) and section 201, the departnent shal
devel op an early warning systemutilizing necessary fiscal and
soci oecononic variables to identify municipal financial
energenci es before they reach crisis proportions and to notify
an affected nunicipality appropriately. The departnment shall be
responsi ble for testing the validity and reliability of these
vari abl es and shall continuously nonitor themto assure their

ef fectiveness. In devel oping an early warning system the

19870S0136B0944 - 11 -
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departnment may enpl oy or contract with nunicipal fiscal

consul tants as deenmed necessary to execute the provisions of
this subsection. Notice shall be published in the Pennsyl vani a
Bul letin that the early warning system has been devel oped and
the system may not becone operational until the publication of
t he noti ce.

(G DI STRIBUTE GRANTS AND LOANS. - - THE DEPARTMENT SHALL <—
DI STRI BUTE GRANTS AND LOANS TO FI NANCI ALLY DI STRESSED
MUNI Cl PALI TI ES | N ACCORDANCE W TH CHAPTER 3.

e (H Promul gate rules and regul ations. --The depart nment <—
shall promul gate rul es and regul ati ons necessary to inpl enment
the provisions of this act.

Section 122. Duties of Commobnweal th agenci es.

(a) Review prograns.--After the secretary makes a
determ nation that a nunicipality is distressed and the
departnment notifies Commonweal th agencies of the secretary's
determ nation pursuant to section 121(c), each agency shal
review all matters and prograns pendi ng, underway or about to be
commenced or possi bl e progranms concerning the distressed
muni ci pality. An action which is within the authority and budget
of a Commonweal th agency and which, in the judgnent of the head
of the agency, will help to inprove the distressed
muni ci pality's financial situation shall be reported to the
depart nment.

(b) Transfer docunented information.--Upon request of the
departnment, each Comonweal t h agency shall forward to the
departnment all docunented reports, data and other information
referred to in section 121(d) within 30 days of receipt.

Section 123. Powers and duties of municipalities.

(a) File conpleted survey.--On or before March 15 of each

19870S0136B0944 - 12 -
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year, every municipality shall return to the departnent a
conpl eted Survey of Financial Conditions referred to in section
121(a). No nunicipality shall receive its alloted paynents
pursuant to the act of June 1, 1956 (1955 P.L. 1944, No.655),
referred to as the Liquid Fuels Tax Minicipal Allocation Law,
unless it conplies with the provisions of this section,
notw t hstanding a provision of lawto the contrary, and the
Department of Transportation may not disburse funds to a
muni ci pality pursuant to the Liquid Fuels Tax Mini ci pal
Al'l ocation Law until notified by the departnment that the
muni ci pality has conplied with the provisions of this section.
(B) FILE APPLI CATI ONS FOR GRANTS AND LQANS. - - A FI NANCI ALLY <—
DI STRESSED MUNI Cl PALI TY MAY APPLY TO THE SECRETARY FOR EMERGENCY
FI NANCI AL AID IN THE FORM OF A GRANT OR LOAN PURSUANT TO CHAPTER
3.
by (O Right to petition court for tax increase.--After a <—
muni ci pal ity has adopted a pl an under Subchapter C of Chapter 2,
it my petition the court of conmon pleas of the county in which
the municipality is located to increase its rates of taxation
for earned incone, real property, or both, beyond maxi numrates
provided by law. If a tax increase above existing limts is
granted by the courts, the increase shall be effective for a
period of one year fromthe date a final plan is adopted by the
governi ng body pursuant to section 245. Subsequent increases in
rates of taxation nay be granted by the court upon annual
petition of the nunicipality. The additional amount of taxes
resulting fromthe petition shall not be subject to sharing with
a school district.
SUBCHAPTER C
JUDI CI AL PROVI SI ONS

19870S0136B0944 - 13 -
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Section 141. Jurisdiction of court of comon pl eas.

The court of common pleas of each county shall have
jurisdiction to hear a petition filed by a nunicipality which
has adopted a final plan pursuant to Subchapter C of Chapter 2
to increase rates of taxation for earned incone, real property,
or both, beyond maxi mumrates provided by |aw. The court may
extend annual ly the increased taxing powers of the municipality
until the term nation date of the plan adopted by the
muni ci pal ity pursuant to Chapter 2.

CHAPTER 2
MUNI Cl PAL FI NANCI AL DI STRESS
SUBCHAPTER A
DETERM NATI ON OF MUNI Cl PAL FI NANCI AL DI STRESS
Section 201. Criteria.

The evaluation of a nmunicipality's financial stability by the
department under section 121 shall include each of the follow ng
criteria. If at |east one criterion is present and the
department assesses pursuant to section 121(b) that it is a
valid indication of nmunicipal financial distress, then the
departnment shall exercise its powers and duties pursuant to
section 121.

(1) The nmunicipality has nmaintained a deficit over a
three-year period, with a deficit of 1% or nore in each of
the previous fiscal years.

(2) The nmunicipality's expenditures have exceeded
revenues for a period of three years or nore.

(3) The nunicipality has defaulted in paynent of
principal or interest on any of its bonds or notes or in
paynent of rentals due any authority.

(4) The nmunicipality has m ssed a payroll for 30 days.

19870S0136B0944 - 14 -
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(5) The nmunicipality has failed to nake required
paynents to judgnent creditors for 30 days beyond the date of
the recordi ng of the judgnent.

(6) The nmunicipality, for a period of at |east 30 days
beyond the due date, has failed to forward taxes w thheld on
the incone of enployees or has failed to transfer enpl oyer or
enpl oyee contributions for Social Security.

(7) The nmunicipality has accunul ated and has operated
for each of two successive years a deficit equal to 5% or
nore of its revenues.

(8) The nunicipality has failed to make the budgeted
paynment of its mninmum nmunicipal obligation as required by
section 302 of the act of Decenber 18, 1984 (P.L. 1005,

No. 205), known as the Municipal Pension Plan Funding Standard
and Recovery Act, with respect to a pension fund during the
fiscal year for which the paynment was budgeted and has fail ed
to take action within that time period to make required
paynents.

(9) A nunicipality has sought to negotiate resolution or
adjustnment of a claimin excess of 30% against a fund or
budget and has failed to reach an agreenment with creditors.

(10) A nunicipality has filed a nmunicipal debt
readj ustment plan pursuant to Chapter 9 of the Bankruptcy
Code (11 U.S.C. 8 901 et seq.).

(11) The municipality has experienced a decrease in a
gquantified | evel of municipal service fromthe preceding
fiscal year which has resulted fromthe municipality reaching
its legal limt in levying real estate taxes for general
pur poses. For determning |l evels of nunicipal service for the

year 1987, the department shall utilize annual statistical

19870S0136B0944 - 15 -



data since the year 1982 to determne a pattern of decrease
in delivery of municipal services since 1982.
Section 202. Standing to petition for a determ nation.

The foll ow ng have standing to seek a determ nation of

(1) The departnent itself, if, subsequent to its review
and anal ysis under sections 121 and 201, it concludes that a

1

2

3

4

5 nunicipal financial distress fromthe secretary:

6

7

8 municipality is substantially in a condition of financial
9

di stress.
10 (2) The governing body of the nunicipality upon passing
11 a resolution by a nmgjority vote of the governing body after a
12 speci al public neeting duly advertised as provided by | aw.
13 (3) Acreditor with a matured claimto whomthe
14 muni ci pality owes $10,000 or nore, if the creditor agrees in
15 witing to suspend pending actions and to forbear from
16 bringing an alternate or additional |egal action against the
17 muni cipality to collect the debt or part of it for a period
18 of nine nonths or until the nmunicipality adopts a plan under
19 this act, whichever occurs first. The filing of a Federal
20 debt adjustment action by a nmunicipality pursuant to
21 Subchapter D of Chapter 2 during the nine-nonth period
22 cancel s the forbearance obligation.
23 (4) Ten percent of the nunmber of electors of the
24 muni ci pality that voted at the |ast nunicipal election, by
25 petition to the departnent alleging the nunicipality is
26 fiscally distressed.
27 (5) Trustee of a nunicipal pension fund; an actuary for
28 a pension fund; or 10% or nore of the beneficiaries of a
29 pensi on fund upon petition to the departnent, provided that a
30 muni ci pality has not tinely deposited its m nimum obligation

19870S0136B0944 - 16 -



1 paynent as required by section 302 of the act of Decenber 18,
2 1984 (P.L.1005, No.205), known as the Minicipal Pension Plan
3 Fundi ng Standard and Recovery Act.

4 (6) Ten percent of the enployees of the nunicipality who
5 have not been paid for over 30 days fromthe tinme of a m ssed
6 payrol |, upon signing collectively the petition to the

7 depart nment.

8 (7) Trustees or paying agents of a nunicipal bond

9 i ndent ur e.

10 (8) The elected auditors, appointed i ndependent auditors
11 or elected controllers of a municipality if they have reason
12 to believe a municipality is in a state of financial distress
13 pursuant to section 201.

14 Section 203. Procedure for determ nation.

15 (a) Petition.--A party with standing to petition under

16 section 202 may petition the secretary seeking a determ nation
17 that the nunicipality involved is a financially distressed

18 nunicipality. The petition shall:

19 (1) Allege the petitioner has standing to bring a
20 determ nati on of the distress.
21 (2) State why the petitioner believes the nmunicipality
22 i s distressed under section 201.
23 (3) Include a listing of judgnments recorded agai nst the
24 muni ci pality.
25 (4) Include any other material allegation justifying the
26 relief afforded by this act.
27 (5) |If the petitioner is a nmunicipality, the petition
28 may state why the petitioner believes manifestation of
29 section 201 criteria is immnent and inevitable. This
30 statenment nay be in lieu of the statenent required under

19870S0136B0944 - 17 -



par agr aph (2).

(b) Hearing.--Wthin ten days of receiving a petition, the
secretary shall set a tinme and place for a public hearing which
shall be scheduled to be held on a date at |east two weeks but
not nore than 30 days later within the county of the subject
muni ci pality.

(c) Investigation.--After receiving the petition but before
the public hearing, the secretary nmay nmake an investigation into
the financial affairs of the municipality. The results of the
i nvestigation or any study previously conducted by the
department under section 121 shall be placed in the record of
t he public hearing.

(d) Notice.--The secretary shall publish notice of the
hearing in accordance with the act of July 3, 1986 (P.L. 388,

No. 84), known as the Sunshine Act, at |east once in a newspaper
with general circulation in the subject municipality and shal
give witten notice by certified mail, with return receipt
requested, upon the nunicipal clerk or municipal secretary, the
mayor, the municipal solicitor, each nmenber of the governing
body of the nmunicipality and the petitioner.

(e) Hearing officer.--The secretary or an official of the
department designated by the secretary shall conduct the public
hearing to hear testinony of the petitioners and ot her
i nterested persons.

(f) Determnation.--Wthin 30 days after the hearing, the
secretary shall issue an administrative determ nation of whether
the municipality is financially distressed and reasons for the
determ nati on.

(g) Appeal.--A determination by the secretary under this act

i s appeal abl e pursuant to Title 2 of the Pennsyl vania
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Consolidated Statutes (relating to adm nistrative |aw and
procedure).
Section 204. Comonweal th funds.

No runicipality shall be deenmed to be distressed by reason of
circunstances arising as a result of the failure of the
Commonweal th to nake any paynment of noney, including any Federal
noney whi ch passes through the Conmonweal th, due the
muni ci pality at the tinme such paynent is due.

SUBCHAPTER B
COORDI NATCOR
Section 221. Designation.

(a) Appointnment.--No |ater than 30 days follow ng a
determ nati on of rmunicipal financial distress under section 203,
the secretary shall appoint a coordinator who shall prepare a
pl an addressing the nunicipality's financial problens.

(b) Qualifications.--The coordi nator may be an enpl oyee of
the departnent, furnished with additional staff or consultant
assi stance, if needed, or may be a consultant or consulting
firm No elected or appointed official or enployee of the
muni ci pality shall be eligible for serving as coordi nator. The
coordi nator shall be experienced in nunicipal admnistration and
finance.

(c) Conpensation.--The departnment shall be responsible for
conpensati ng the coordi nator appointed by the secretary for
reasonabl e sal ary and expenses. Notw thstanding any law to the
contrary, the appointnent of a plan coordinator shall not be
subject to contractual conpetitive bidding procedures.

(D) DUTIES. --THE COORDI NATOR SHALL PREPARE AND ADM NI STER A <—
PLAN DESI GNED TO RELI EVE THE FI NANCI AL DI STRESS OF THE
MUNI Cl PALI TY WH CH HE HAS BEEN APPO NTED TO SERVE

19870S0136B0944 - 19 -
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(E) POVERS. - - THE COCRDI NATOR MAY APPLY FOR GRANTS AND LOANS
PURSUANT TO CHAPTER 3, AS HE DEEMS NECESSARY
Section 222. Access to information.

The coordi nator shall have full access to all rmuni ci pal
records. If the coordinator believes that an official or
enpl oyee of the nunicipality is not answering questions
accurately or conpletely or is not furnishing information
requested, the coordinator may notify the official or enployee,
inwiting, to furnish answers to questions or to furnish
docunents or records, or both. If the official or enployee
refuses, the coordinator may seek a subpoena in the court of
common pleas to conpel testinmony and furnish records and
docunents. An action is mandanus shall lie to enforce the
provi sions of this section.

Section 223. Public and private neetings.

(a) Public neetings authorized.--The coordi nator may hold
public neetings as defined in the act of July 3, 1986 (P.L. 388,
No. 84), known as the Sunshine Act, in connection with plan
preparation

(b) Private neetings authorized.--Notw thstanding the
provi sions of the Sunshine Act, private negotiation sessions may
be conducted by the coordi nator between the nmunicipality and the
individual creditors in an effort to obtain the consent of each
creditor to the proposed adjustnment and handling of specific
cl ai ms against the nunicipality.

Section 224. Coordinator barred fromelective office.

The coordinator may not run for an elected office of the
muni cipality or its coterm nous political subdivisions within
two years after the final adoption of a plan pursuant to this

act .
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1 SUBCHAPTER C

2 COORDI NATOR' S PLAN

3 Section 241. Contents.

4 A plan formul ated by the appointed coordi nator shall be

5 consistent with applicable law and shall include any of the

6 following factors which are relevant to alleviating the

7 financially distressed status of the municipality:

8 (1) Projections of revenues and expenditures for the
9 current year and the next two years, both assum ng the

10 continuation of present operations and as inpacted by the
11 nmeasures in the plan.

12 (2) Reconmendations which will:

13 (1) Satisfy judgnments, past due accounts payabl e,
14 and past due and payabl e payroll and fringe benefits.
15 (ii) Elimnate deficits and deficit funds.

16 (i1i1) Restore to special fund accounts noney from
17 t hose accounts that was used for purposes other than
18 t hose specifically authorized.

19 (iv) Balance the budget, avoid future deficits in
20 funds and naintain current paynents of payroll, fringe
21 benefits and accounts through possible revenue
22 enhancenent reconmendations, including tax or fee
23 changes.
24 (v) Avoid a fiscal enmergency condition in the
25 future.
26 (vi) Enhance the ability of the nunicipality to
27 negoti ate new general obligation bonds, |ease rental
28 debt, funded debt and tax and revenue anticipation
29 borrow ng.
30 (vii) Consider changes in accounting and autonation
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procedures for the financial benefit of the municipality.

(viii) Propose a reduction of debt due on specific
clainms by an anortized or |unp sum paynent considered to
be the nost reasonabl e disposition of each cl ai mpossible
for the nunicipality considering the totality of

ci rcumnst ances.

(3) Possible changes in collective bargai ning agreenents
and permanent and tenporary staffing | evel changes or changes
in organization.

(4) Reconmended changes in rmunicipal ordinances or
rul es.

(5) Reconmendations for special audits or further
st udi es.

(6) An analysis of whether conditions set forth in
section 261 exist, whether specific exclusive Federal
remedi es could help relieve the municipality's financial
di stress and whether filing a Federal debt adjustnent action
under Subchapter D is deened to be appropriate.

(7) An analysis of whether the econom c conditions of
the nmunicipality are so severe that it is reasonable to
conclude that the municipality is no |onger viable and should
consolidate or nmerge with an adjacent nunicipality or
muni ci palities pursuant to Chapter 3 4.

Section 242. Publication.

(a) Filing.--Wthin 90 days of being naned, the coordi nator
shall formulate a plan for relieving the nunicipality's
financial distress and shall deliver true and correct copies of
it to:

(1) The nmunicipal clerk or rmunicipal secretary, who

shall imedi ately place the copy on file for public
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i nspection in the nunicipal office.
(2) The secretary.
(3) Each nmenber of the municipal governing body.

(4) The nmayor

1

2

3

4

5 (5) The chief financial officer of the nunicipality.

6 (6) The solicitor of the municipal governing body.

7 (7) Al parties who have petitioned the secretary under
8 section 203.

9 (b) Date of filing.--For purposes of this section, the date
10 of filing the plan shall be the date on which the mnunici pal

11 clerk or nunicipal secretary places a true and correct copy of

12 the plan on file for public inspection in the municipal office.

13 (c) Notices of plan.--

14 (1) On the date of filing, notice that a plan has been
15 filed and is open for public inspection in the municipal

16 of fice shall be published by the coordinator in the county

17 | egal reporter and in one or nore newspapers wth general

18 circulation serving the area in which the municipality is

19 | ocated. The cost for publishing the notice shall be borne by
20 the departnent. The notice shall set forth the foll ow ng

21 i nformation:

22 (i) That a plan regarding the coordination and

23 relief of the municipality's financial distress was filed
24 pursuant to this act.

25 (ii) The date and place of filing.

26 (ti1) That the public has 15 days fromthe date of
27 filing in which to file witten comments on the plan.

28 (iv) The nanme and address of the coordinator to whom
29 witten comments shoul d be sent.

30 (v) Sunmary of the plan
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(2) Notice of a coordinator's public neeting on the plan
shall be published by the coordinator in the county | egal
reporter and in one or nore newspaper wth general
circulation serving the area in which the municipality is
| ocat ed. The departnent shall bear the cost for publishing
the notice. The notice shall contain the follow ng
i nformation:

(i) That the purpose of the coordinator's public
neeting is to receive public conments on the plan.
(i1i) The date and place of the neeting.

(3) The coordinator may conbine the publication of the
notice that a plan has been filed with the publication of the
notice of the public neeting.

(d) Conment period.--Witten corments on the plan may be
filed wwth the coordinator. Witten comments shall be nmade no
| ater than 15 days after the date of filing. Witten comments
j udged by the coordinator to have value to the plan may be used
to devel op a revised plan.

(e) Coordinator's public neeting.--A neeting conducted by
the coordinator in the nmunicipality shall be set for a date not
| ater than 20 days after the date of filing the plan. The
coordi nator shall request in witing that the chief executive
of ficer, each nenber of the municipal governing body and the
chief financial officer of the municipality to be present at the
coordinator's neeting. Conments on the plan shall be received by
t he coordi nator at that tine.
Section 243. Review of plan.

(a) GCeneral rule.--The coordinator, in his discretion, shal
consi der comments nmade on the plan. Creditors who do not consent

to the handling of their claimby the plan, shall notify the
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coordi nator of their rejection of the plan not later than ten
days before the public neeting schedul ed by the governi ng body
under section 245.

(b) Rejected clains.--1f a creditor has rejected the plan,
the coordinator shall make a witten report to the governing
body stating whether the tim ng and anount of paynent or
proposed resolution of the claimis the best disposition the
muni ci pal ity can make.

(c) Additional negotiations authorized.--Additional
negoti ati ons between the nunicipality and creditors rejecting
the plan shall be encouraged and presided over by the
coor di nat or

(d) Governing body proposal s.--The governi ng body of the
muni ci pality may propose to the coordi nator resolutions of
cl ai ms whi ch have been the reason for rejection of the proposed
pl an, and the coordinator may revise the plan accordingly.

(e) Revision on own initiative.--Nothing in this section
shall preclude the coordinator fromrevising a plan of his own
initiative.

Section 244. Revision.

Nei ther the secretary nor the chief executive officer or the
governi ng body, as appropriate, may revise the coordinator's
pl an. However, the coordinator shall consult with the secretary
and either the chief executive officer or the governing body
t hroughout the revision of the plan and shall give consideration
to comments they nay propose.

Section 245. Adoption by rmnunicipality.

Not |ater than 15 days follow ng the coordinator's public

nmeeti ng, the municipal governing body shall either enact an

ordi nance approving the inplenmentation of the plan, including
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enact nent of necessary rel ated ordi nances and revisions to

ordi nances, or shall reject the plan and proceed under section
246. |If the ordinance takes effect in a nunicipality operating
under an optional plan formof government or a hone rule
charter, the chief executive officer may issue an order
directing the inplenentation of the plan no later than seven
days fromthe enactnent of the ordi nance by the governing body.
Section 246. Preparation and action on alternate plan.

(a) Chief executive officer's plan.--If the governing body
of a municipality that operates under an optional plan form of
government or a honme rule charter enacts an ordi nance directing
i npl enentation of the coordinator's plan and the chief executive
of ficer refuses or fails to issue an order as provided in
section 245, or if the governing body refuses to enact an
ordi nance approving the coordinator's plan, then the chi ef
executive officer, within 14 days of the action or refusal to
act on the ordinance by the governing body, shall develop a
pl an, including a signed order inplenmenting it, which shall be
the subject of a public neeting no later than ten days follow ng
its conpletion.

(1) The chief executive officer may conduct private
sessions before the public nmeeting with individual creditors
in an effort to obtain the consent of each creditor to
proposed adjustnment and handling of specific clains against
the nmunicipality. An agreenent reached as a result of these
private sessions shall becone a matter of record and part of
t he proceedi ngs of the public neeting conducted pursuant to
this subsection.

(2) The chief executive officer shall be responsible for

pl aci ng notice that a public neeting will be held on his
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pl an. Notice shall be published in the same nanner as

provided in section 242(c). The coordi nator shall attend the

public neeting and furnish witten and oral comments on the
chi ef executive officer's plan.

(b) Governing body's plan.--In the case of a municipality
operating under a form of governnent other than an optional plan
form of government or a hone rule charter, if the governing body
by majority vote refuses to enact an ordi nance approvi ng and
i npl enenting the coordinator's plan as provided in section 245,
then within 14 days of its refusal the governing body shal
devel op a plan which shall be the subject of a public neeting
held not later than ten days follow ng plan conpletion.

(1) The governing body may conduct private sessions
before the public neeting with individual creditors in an
effort to obtain consent of each creditor to proposed
adj ust rent and handling of specific clains against the
muni ci pality. An agreenent reached as a result of these
private sessions shall becone a matter of record and part of
t he proceedi ngs of the public neeting conducted pursuant to
t hi s subsection.

(2) The governing body shall be responsible for placing
notice that a public neeting will be held on its plan. Notice
shall be published in the sane manner as provided in section
242(c). The coordinator shall attend the public neeting and
furnish witten and oral comments on the governing body's
pl an.

(c) Approval or rejection of plan.--Follow ng the public
neeting on the chief executive officer's plan or the governing
body's plan, the governing body may enact an ordi nance,

i ncl udi ng necessary related i npl enenting ordi nances or revisions
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to ordi nances, approving the plan.
(d) Review by secretary.--

(1) |If an ordinance is enacted approving a plan under
this section, it shall be forwarded to the secretary for
determi nation that the plan, when inplenmented, will overcone
the municipality's financial distress.

(2) |If the secretary is of the opinion that the plan,
when i nplemented, will overcome the mnunicipality's financial
di stress, the secretary shall so informthe municipality.

(3) If the secretary is of the opinion that the plan,
when i nplenmented, will not overcone the nmunicipality's
financi al problens, the secretary shall informthe
muni ci pality of the foll ow ng:

(i) The secretary's determ nation.

(i1i) The reasons for the determ nation.

(ti1) The applicability of sections 251 and 264 to

the nmunicipality.
Section 247. Plan inplenmentation.
(a) Coordinator's plan.--1f the coordinator's plan is

adopt ed by the rmnunici pal governing body, the coordinator shal
be charged with inplenmenting his plan and shall:

(1) Gve witten notice of plan adoption to creditors,
col | ective bargaining units and other parties who will be
directly affected by plan inplenmentation. In the notice he
shall outline the provisions of the plan and specify how t hat
person's claimor interest will be treated.

(2) Initiate plan inplenmentation and continue its
i npl enentation for at |east four nonths.

(3) Oversee conpletion of the plan either by directly

controlling the inplenentation process or by turning the
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i npl enent ati on process over to a person designated by the
governi ng body or by the chief executive officer, as the case
may be. The person designated shall supply the coordinator
with nmonthly reports.

(4) Termnate the plan upon its conpletion.

(5) Suggest anendnents to the plan which nmay be
necessary to inplenent or conplete the plan.

(b) Chief executive officer's plan.--If the plan adopted is
the plan proposed by the chief executive officer in an optional
pl an form of governnment or hone rule charter, the chief
executive officer shall have the duties of the coordinator set
forth in subsection (a).

(c) Municipal governing body's plan.--1f the plan adopted is
t he plan proposed by the municipal governing body, a person
desi gnated by the governing body shall have the duties of the
coordi nator set forth in subsection (a).

Section 248. Failure to adopt or inplenment plan.

If no plan is adopted or inplenmented pursuant to this
chapter, then sections 251 and 264 shall apply.
Section 249. Pl an anmendnents.

An anendnent to an adopted plan may be initiated by the
coordi nator, the chief executive officer, or the governing body
of a municipality, as the case nmay be. The adoption of an
anmendnent shal |l be by ordinance.

Section 250. Debt provisions.

Adoption of a plan by ordinance is a condition precedent for
t he approval of long-termdebt or funding debt under the act of
July 12, 1972 (P.L.781, No.185), known as the Local Governnent
Unit Debt Act. A debt financing provision of the plan may be

wai ved by agreenent of the |l ender and the nmunicipality; but any
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such wai ving nmust be expressly set forth in the indenture or
contract securing the debt.
Section 251. Conmonweal th agency paynents or assi stance.

(a) Wthholding of certain Commobnweal th funds. --Upen EXCEPT
AS PROVI DED I N SECTI ON 302(B), UPON certification by the
secretary that a financially distressed nmunicipality has fail ed
to adopt a plan or inplenment an adopted plan as proposed under
this act or has adopted a plan which is inadequate to address
the nmunicipality's financial distress, the nunicipality shal
not receive a grant, loan, entitlenent or paynent fromthe
Commonweal th or any of its agencies. Moneys w thheld shall be
held in escrow by the Coomonweal th until the secretary has
resci nded the certification.

(b) Exceptions to the withhol ding of Comonweal th funds. --
Not wi t hst andi ng the provisions of subsection (a), the follow ng
funds shall not be withheld froma nunicipality.

(1) Capital projects under contract in progress.
(2) Moneys received by a municipality froman agency of

t he Commonweal th or the Federal Governnment subsequent to the

decl aration of a disaster resulting froma catastrophe.

(3) Pension fund di sbursenments nmade pursuant to State

I aw.

Section 252. Plan not affected by certain collective bargaining
agreenments or settlenents.

A col l ective bargaining agreenment or arbitration settl enent
executed after the adoption of a plan shall not in any manner
vi ol ate, expand or dimnish its provisions.

Section 253. Term nation of status.
(a) Determ nation by secretary.--Following a duly adverti sed

public hearing with notices given as provided in section 203,
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1 the secretary nmay issue a determ nation that the conditions

2 which led to the earlier determ nation of nunicipal financial

3 distress nunicipality are no | onger applicable. The

4 determnation shall rescind the status of nunicipal financial

5 distress and shall include a statenent of facts as part of the
6 final order.

7 (b) Determ nation upon petition by a nunicipality.--A

8 financially distressed nmunicipality may petition the secretary
9 to nake a determ nation that the conditions which led to the
10 earlier determnation of nunicipal financial distress are no
11 longer present. Upon receiving the petition, the secretary nmay
12 issue a determnation to rescind following a duly advertised
13 public hearing with notices given as provided in section 203.
14 SUBCHAPTER D

15 APPL| CATI ON OF FEDERAL LAW

16 Section 261. Filing mnunicipal debt adjustnent under Federal

17 | aw.

18 (a) Authorization.--In the event one of the follow ng

19 conditions is present, a nmunicipality is hereby authorized to
20 file a municipal debt adjustnent action pursuant to the
21 Bankruptcy Code (11 U.S.C. § 101 et seq.):
22 (1) After recommendation by the plan coordinator
23 pursuant to section 241(6).
24 (2) Immnent jeopardy of an action by a creditor,
25 cl ai mant or supplier of goods or services which is likely to
26 substantially interrupt or restrict the continued ability of
27 the nmunicipality to provide health or safety services to its
28 citizens.
29 (3) One or nore creditors of the municipality have
30 rejected the proposed or adopted plan, and efforts to
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negoti ate resolution of their clainms have been unsuccessf ul

for a ten-day period.

(4) A condition substantially affecting the

muni cipality's financial distress is potentially solvable

only by utilizing a remedy exclusively available to the

muni ci pality through the Federal Municipal Debt Readjustnment

Act (48 Stat. 798).

(5 A nmjority of the current or inmediately preceding
governing body of a municipality determined to be financially

di stressed has failed to adopt a plan or to carry out the

recommendati ons of the coordi nator pursuant to this act.

(b) Mjority vote.--This authority may be exercised only
upon the vote by a majority of the municipality' s governing
body.

Section 262. Significance and duty on filing Federal action.

(a) Status.--A nunicipality which files a mnunicipal debt
adj ust rent action under Federal |aw shall be deenmed to be a
financially distressed nunicipality under this act.

(b) Notice.--The nunicipality shall inmediately notify the
secretary and the plan coordinator, if one has been assigned, of
the Federal filing.

(c) Appointnment of coordinator.--Upon recei pt of notice of
filing of the Federal action by a nunicipality, the secretary
shal | appoint a plan coordi nator under section 221, if none had
yet been appoi nted. The coordinator shall formulate a plan
approvabl e by the Federal court.

Section 263. Application of this act during Federal action.

(a) Existing plan.--After filing a Federal nunicipal debt

adj ustnment action, if there is a plan in process under the terns

of this act, the municipality shall utilize the plan and the
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expertise of the plan coordinator, anong others available to it,
to work out a revised plan to be proposed through the Federal
action, adapting it to incorporate Federal renedies which are
appropriate in the circunstances.

(b) Necessary plan devel opnent.--A nunicipality which files
a muni ci pal debt adjustnent action under Federal |aw, whether or
not a proceedi ng under this act had been commenced as of the
date of such filing, shall utilize the procedures set up by this
act concurrently with the processing of the Federal action, so
as to efficiently expedite the fornulation of a plan, its tinely
confirmation by the Federal court having jurisdiction of the
Federal action and its adoption by ordi nance.

(c) Plan inplenmentation.--After adoption of a plan by the
muni ci pality as an ordi nance and confirmation of the plan by the
Federal court, inplenentation of the plan shall be coordi nated
through this act and in accordance with requirenents set by the
Federal court.

Section 264. Suspension of Comonweal t h fundi ng.

(a) GCeneral rule.--A nmunicipality which remains classified
as financially distressed by the departnment and has failed to
adopt or inplenent a plan within a period set by the Federal
court, or has failed or refused to follow a recomendati on by a
coordi nator, shall be notified in witing by the coordi nator
that he is requesting the secretary to i ssue a suspension of
Commonweal th funding to the nmunicipality for its failure to take
the steps enunerated in the notice.

(b) Minicipality's response.--The municipality shall have
ten days fromthe date of the coordinator's notice in which to
show cause to the secretary and the coordi nator why Conmonweal t h

funding to the nunicipality should not be suspended.
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(c) Certification.--1f the nmunicipality has not adequately
shown cause to the secretary and coordi nator why such action
shoul d not be taken, the secretary, within 20 days of the
coordinator's request, shall certify to the nmunicipality in
witing that each grant, |oan, entitlenment or paynent by the
Commonweal th or any of its agencies shall be suspended pendi ng
adoption of a plan calculated to fully resolve the
muni ci pality's financial distress. Suspended funds shall be held
in escrow by the Cormonweal th until the secretary has rescinded
the certification.

(d) Exception.--Notw thstanding the provisions of subsection
(c), the followi ng funds shall not be withheld froma
muni ci pality:

(1) Capital projects under contract in progress.
(2) Moneys received by a municipality froman agency of

t he Commonweal th or the Federal Governnment subsequent to the

decl aration of a disaster resulting froma catastrophe.

(3) Pension fund di sbursenments made pursuant to State

I aw.

(4) A GRANT OR LOAN MADE PURSUANT TO SECTI ON 302(B) OF <

TH S ACT.

CHAPTER 3
EMERGENCY FI NANCI AL AI D FOR DI STRESSED MUNI CI PALI TI ES
SECTI ON 301. PROGRAM

(A) ESTABLI SHVENT. - - THERE | S HEREBY ESTABLI SHED W THI N THE
DEPARTMENT A PROGRAM TO PROVI DE EMERGENCY GRANTS AND LOANS TO
MUNI Cl PALI TI ES DECLARED TO BE DI STRESSED | N ACCORDANCE W TH THI S
ACT.

(B) NATURE OF LOANS. --ALL LOANS GRANTED BY THE DEPARTMENT
SHALL BE FREE FROM | NTEREST AND REPAYABLE ACCCRDI NG TO A
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SCHEDULE WHI CH W LL NOT HI NDER THE SATI SFACTORY COMPLETI ON OF A
PLAN ADOPTED AND | MPLEMENTED UNDER THI' S ACT.
SECTI ON 302. GRANT AND LOAN PROCEDURE.

(A) GENERAL PROVI SI ONS.--A FI NANCI ALLY DI STRESSED
MUNI Cl PALI TY OR THE COORDI NATOR MAY APPLY TO THE SECRETARY FOR A
GRANT OR LOAN SUBSEQUENT TO THE ADOPTION OF A PLAN BY A
MUNI Cl PALI TY PURSUANT TO CHAPTER 2. | N CASES WHERE THE PLAN
FI NALLY ADOPTED HAS BEEN FORMULATED BY THE CHI EF EXECUTI VE
OFFI CER OR GOVERNI NG BODY, THE CHI EF EXECUTI VE OFFI CER OR A
PERSON DESI GNATED BY THE GOVERNI NG BODY MAY APPLY TO THE
SECRETARY FOR A GRANT OR LOAN.

(B) | MVEDI ATE EMERGENCI ES. - - | N CASES WHERE A MUNI Cl PALI TY
HAS BEEN DECLARED DI STRESSED BUT PRI OR TO FI NAL ADOPTI ON OF A
PLAN, THE MUNI Cl PALI TY OR THE COORDI NATOR APPO NTED MAY APPLY TO
THE DEPARTMENT FOR AN EXPEDI TED LOAN OR GRANT TO | MVEDI ATELY
ASSI ST THE DI STRESSED MUNI Cl PALI TY | F El THER OF THE FOLLOW NG
CONDI TI ONS EXI STS:

(1) THE APPLI CANT VERI FI ES THAT HE BELI EVES THE

MUNI Cl PALI TY I'S I N | MM NENT DANGER OF | NSOLVENCY.

(2) THE APPLI CANT VERI FI ES THAT HE BELI EVES THERE IS A

CLEAR AND PRESENT DANGER TO THE HEALTH AND SAFETY OF

RES| DENTS OF THE MUNI Cl PALI TY.

(C) APPROVAL. - -

(1) UPON RECEI PT OF AN APPLI CATI ON UNDER SUBSECTI ON (A),

THE SECRETARY SHALL SET A DATE FOR A HEARI NG TO BE HELD NOT

SOONER THAN TEN DAYS NOR LATER THAN 30 DAYS FROM THE DATE OF

RECEI PT OF THE APPLI CATI ON. AT THE HEARI NG THE SECRETARY

SHALL RECEI VE EVI DENCE WHI CH SETS FORTH THE NECESSI TY FOR THE

MONEYS REQUESTED. THE HEARI NG SHALL BE CONDUCTED AT AN

ACCEPTABLE LOCATI ON W THI N THE MUNI Cl PALI TY TO ACCOVMODATE
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ALL | NTERESTED PARTI ES. | F SATI SFI ED THAT SUFFI CI ENT EVI DENCE
EXI STS TO WVARRANT A GRANT OR LOAN, THE SECRETARY SHALL
APPROVE THE APPLI| CATI ON AND ORDER THE DEPARTMENT TO

DI STRI BUTE MONEYS REQUESTED SUBJECT TO THE LI M TATI ONS SET

FORTH | N SECTI ON 303(C).

(2) UPON RECEI PT OF AN APPLI CATI ON UNDER SUBSECTI ON ( B),

THE SECRETARY SHALL REVI EW ALL DATA | MVEDI ATELY AVAI LABLE AND

SHALL DETERM NE WHETHER EMERGENCY FUNDS ARE WARRANTED. | F

WARRANTED, THE SECRETARY SHALL APPROVE THE APPLI CATI ON AND

ORDER THE DEPARTMENT TO DI STRI BUTE MONEYS REQUESTED. THE

SECRETARY OR THE APPLI CANT MAY REQUEST A HEARI NG TO PROVI DE

ADDI TI ONAL EVI DENCE OF EMERCGENCY NEED, BUT | F REQUESTED, THE

HEARI NG SHALL BE HELD NOT LATER THAN 15 DAYS FROM THE DATE

THE APPLI CATI ON | S RECEI VED.

El THER DETERM NATI ON | S APPEALABLE UNDER TI TLE 2 OF THE
PENNSYLVANI A CONSOLI DATED STATUTES ( RELATI NG TO ADM NI STRATI VE
LAW AND PROCEDURES) .

SECTI ON 303. LI M TATI ONS.

(A) USE.--NO LOAN OR GRANT G VEN TO A FI NANCI ALLY DI STRESSED
MUNI CI PALI TY BY THE DEPARTMENT SHALL BE USED BY THE MUNI Cl PALI TY
TO PAY DEBTS | NCURRED BY THE MUNI Cl PALI TY PRIOR TO THE
DETERM NATI ON BY THE SECRETARY THAT THE MJUNI Cl PALITY | S
FI NANCI ALLY DI STRESSED.

(B) ELIGBILITY.--CITIES OF THE FI RST AND SECOND CLASS AND
COUNTI ES OF THE FI RST CLASS MAY NOT APPLY FOR A GRANT OR LOAN
UNDER THI S ACT.

(© AMOUNT. - - THE SECRETARY SHALL NOT APPROVE AN APPLI CATI ON
TO ANY ONE MUNI Cl PALI TY FOR AN AMOUNT VWH CH W LL SUBSTANTI ALLY
| MPAI R THE DEPARTMENT' S ABI LI TY TO DI STRI BUTE THE REMAI NI NG SUM
FAI RLY AND EQUI TABLY TO OTHER APPLI CANTS OR POTENTI AL
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APPLI CANTS.
CHAPTER 3 4 <
CONSQOLI DATI ON OR MERGER OF ECONOM CALLY NONVI ABLE
MUNI Cl PALI TI ES
SUBCHAPTER A
CENERAL PROVI SI ONS
Section 36% 401. Determ nation. <—
If a municipality has been determned to be financially
di stressed pursuant to this act and the coordi nator has further
determ ned under section 241 that consolidation or nerger of the
muni ci pality with an adjacent nunicipality or municipalities is
in the public interest, then the nmunicipality may utilize the
provi sions of this chapter.
Section 3062 402. Procedure for consolidation or nerger. <—
Two or nore nunicipalities may be consolidated or nerged into
a single municipality, whether within the same or different
counties, if each of the nunicipalities is contiguous to at
| east one of the other consolidating or nerging municipalities,
and if together such nmunicipalities would forma consolidated or
merged nunicipality. Consolidation or nerger may be comrenced by
one of the follow ng:
(1) Joint agreenent of the governing bodies of the
muni ci palities proposed for consolidation or nerger approved
by ordi nance.
(2) Initiative of electors.
Section 363 403. Joint agreenment of governing bodies. <—
(a) GCeneral rule.--The governing body of each nunicipality
to be consolidated or nmerged shall enter into a joint agreenent
under the official seal of each municipality to consolidate or

merge into one mnunicipality.
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(b) Elenments.--The joint agreenent shall set forth:

(1) The nane of each nunicipality that is a party to the
agr eenent .

(2) The nane and the territorial boundaries of the
consol idated or nerged nunicipality.

(3) The type and class of the consolidated or nerged
muni ci pality.

(4) \Wether the consolidated or nerged nunicipality
shall be governed solely by the code and other general |aws
applicable to the kind and class of the consolidated or
merged nunicipality or whether it shall be governed by a hone
rule charter or an optional plan of governnent previously
adopted by one of the consolidating or nerging
muni ci palities.

(5) The nunber of wards, if any, into which the
consolidated or nerged nunicipality will be divided for the
pur pose of electing all or sone nmenbers of its governing
body.

(6) Terns for:

(i) The disposition of existing assets of each
muni ci pality.

(i) The liquidation of existing indebtedness of
each nunicipality.

(1i1) The assunption, assignnent or disposition of
existing liabilities of each municipality, either
jointly, separately or in certain defined proportions, by
separate rates of taxation within each of the constituent
muni ci palities until consolidation or nerger becones
ef fective pursuant to section 36% 407. <—

(iv) The inplenmentation of a legally consistent
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uni formtax systemthroughout the consolidated or merged
muni ci pal ity which provides the revenue necessary to fund
requi red nunici pal services.

(7) The governmental organi zation of the consolidated or
merged nunicipality insofar as it concerns elected officers.
(8 Atransitional plan and schedul e applicable to

el ected officers. The transitional plan shall provide for the

abolition of the elected offices of each conponent

muni ci pality and the termnation of the terms of office of
the elected officials of each nunicipality and for the

el ection of the first officers of the consolidated or nerged

muni ci pality so that election and tenure shall conformto

those in other nmunicipalities of the sane kind and class in
the Comonweal th with properly staggered terns where required
or desired.

(9) The common adm ni stration and enforcenent of

ordi nances enforced uniformy within the consolidated or

merged nunicipality.

Section 304 404. |Initiative of electors.

(a) GCeneral rule.--In order for consolidation or merger
proceedings to be initiated by petition of electors, petitions
contai ning signatures of at |east 5% of the electors voting for
the O fice of Governor in the | ast gubernatorial general
el ection in each nmunicipality proposed to be consolidated or
nmerged shall be filed with the county board of el ections of the
county in which the nmunicipality, or the greater portion of its
territory, is |ocated.

(b) Notice to governing bodies affected.--Wen el ection
officials find that a petition is in proper order, they shal

send copies of the initiative petition wi thout the signatures
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thereon to the governing bodi es of each of the municipalities
af fected by the proposed consolidation or nerger.

(c) Contents.--A petition shall set forth:

(1) The nane of the nmunicipality fromwhich the signers
of the petition were obtained.

(2) The nanes of the nunicipalities proposed to be
consol i dat ed or nerged.

(3) The nane of the consolidated or merged nunicipality.

(4) The type and class of the consolidated or nerged
muni ci pality.

(5) Whether the consolidated or nerged nunicipality
shall be governed solely by the code and other general |aws
applicable to the kind and class of the consolidated or
merged nunicipality, or whether it shall be governed by a
home rul e charter or an optional plan of governnent
previ ously adopted by one of the consolidating or merging
muni ci palities.

(6) The nunber of wards, if any, into which the
consolidated or nerged nunicipality will be divided for the
pur pose of electing all or sone nmenbers of its governing
body.

(d) Filing of petition.--The consolidation or nerger
petition shall be filed with the election officials not |ater
than the 13th Tuesday prior to the next primary, mnunicipal or
general election. The petition and proceedi ngs therein shall be
in the manner and subject to the provisions of the election | aws
which relate to the signing, filing and adjudi cation of
nom nation petitions insofar as such provisions are applicable,
except that no referendum petition shall be signed or circul ated

prior to the 20th Tuesday before the election, nor |ater than
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the 13th Tuesday before the el ection.
Section 365 405. Conduct of referenda.

(a) Duty to place on ballot.--Following initiation of
proceedi ngs for consolidation or nerger by the procedures set
forth either in section 303—e6+304 403 or 404, the question of
consolidation or nmerger shall be placed before the electors of
each of the nunicipalities proposed to be consolidated or
nmerged. A referendum shall be held at the first primary,
muni ci pal or general election after either:

(1) the date of the general agreenent entered into under

t he provisions of section 363 403; or

(2) the date of filing of the petition filed under the

provi sions of section 364 404.

(b) Approval.--Consolidation or nerger shall not be
effective unl ess the referendum question is approved by a
majority of the electors voting in each of the nunicipalities in
which the referendumis held. If in any one of the
muni ci palities in which the referendumis held a ngjority in
favor of consolidation or nerger does not result, the referendum
shall fail and consolidation or nerger shall not take place. The
guestion described in the consolidation or nerger proposal shal
not be voted on again for a period of five years.

Section 3066 406. Consolidation or merger agreenent.

(a) Form--Upon favorable action by the el ectorate on
consolidation or nmerger, in cases where consolidation or merger
was initiated otherwi se than by joint agreenment of rmuni ci pal
governi ng bodi es under section 363 403, the governing bodi es of
the nmunicipalities to be consolidated or nerged shall neet
within 60 days after the certification of the favorable vote and

shall make a consolidation or nerger agreenent, as foll ows:
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(1) |If the governing body, or part of the governing
body, of the consolidated or nerged nmunicipality is to be
el ected on a ward basis, the agreenent shall set forth the
ward boundari es and the ward designation, by nunber, and the
nunber of menbers of the nunicipal governing body to be
el ected from each ward.
(2) The agreenent shall set forth terns for
(1) The disposition of the existing assets of each
muni ci pality.
(ii) The liquidation of the existing indebtedness of
each nunicipality.
(ii1) The assunption, assignnent, and disposition of

the existing liabilities of each nmunicipality, either

jointly, separately or in certain defined proportions, by

separate rates of taxation within each of the constituent

muni ci palities until consolidation or nerger becones

ef fective pursuant to section 36% 407.

(3) The agreenent shall set forth the governnental
organi zati on of the consolidated or nerged nunicipality,
insofar as it concerns elected officers, and shall contain a
transitional plan and schedul e applicable to el ected
of ficers. The agreenent shall provide for the abolition of
el ected offices and for the termnation of the ternms of
office of elected officers of each municipality being nerged
or consolidated, and the election of the first officers of
t he consolidated or nmerged municipality so that el ection and
tenure shall conformto those in other nmunicipalities of the
same kind and class in the Coormonwealth, with properly
staggered terms, where required or desired.

(4) The agreenent shall provide for comon
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adm ni stration and enforcenent of ordinances to be enforced

uniformy within the consolidated or nmerged nunicipality.

(5) The agreenent shall al so provide, consistent with
exiting law, for the inplenmentation of an uniformtax system

t hroughout the consolidated or merged municipality which

shall provide the revenue necessary to fund required

muni ci pal servi ces.

(b) Filing.--A copy of the consolidation or nerger agreenent
shall be filed with the Departnent of Community Affairs, the
Department of Transportation, the Governor's Ofice of Policy
Devel opnent or its successor, the Departnent of Education, State
Tax Equalization Board, the Legislative Reapportionnment
Commi ssion and the court of common pleas and the board of county
conmmi ssioners of the county or counties in which nunicipalities
affected are | ocat ed.

Section 306# 407. Effectuation of consolidation or nerger. <—

Muni ci palities consolidated or nerged shall continue to be
governed as before consolidation or nerger until the first
Monday of January foll ow ng the municipal el ection next
succeedi ng the election at which consolidation or nerger
referenda were held. At that nunicipal election, the necessary
of ficers of the consolidated or nerged nmunicipality shall be
el ected in accordance with the terns of the general |aw
affecting municipalities of the kind or class of the
consolidated or nerged nunicipality, or, in case of a
consol idated or nerged nunicipality operating under a hone rule
charter or optional plan of governnent, in accordance with the
charter or optional plan or with general |law affecting home rule
or optional plan municipalities, as applicable. The officers

el ected at that nunicipal election shall be elected for ternms of
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of fice under the plan and schedule set forth in the

consol idation or merger agreenent authorized by section 3036+ <—

306 403 or 406, as the case may be. They shall take office as

of ficers of the consolidated or nerged nmunicipality on the first

Monday of January foll ow ng the municipal election at which they

were el ected, and thereupon, the consolidated or nerged

muni ci pality shall begin to function and the former

muni ci palities consolidated or nerged into it shall be

abol i shed.

Section 308 408. Collective bargaining agreenents; furlough of <—
enpl oyees; di sputes.

(a) Collective bargaining contracts, agreenents or
arbitration awards.--A col |l ective bargai ning agreenent or
contract in existence in a nunicipality or an arbitration award
in effect in a municipality prior to a consolidation or nerger
shall remain effective after consolidation or nerger until the
contract, agreenents, or awards expire. After the expiration of
the contracts, agreenents or awards, a subsequent coll ective
bar gai ni ng agreenent, contract or award shall not inpair the
i npl enentation of a plan adopted pursuant to this act.

(b) Reduction in existing work force.--Subsequent to
consolidation or nmerger, the consolidated or nerged nunicipality
may, in accordance with existing contracts or arbitrati on award
provi sions and consistent with applicable | aws, reduce the
nunber of unifornmed and nonuniforned enpl oyees to avoid
overstaffing and duplication of positions in the consolidated or
merged nunicipality. If a consolidated or nerged nunicipality
determines in its discretion that it is necessary to increase
t he nunber of wuniformed or nonunifornmed enpl oyees, enpl oyees of

the constituent municipalities shall be reinstated in the order
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of their seniority if they had been previously furl oughed.

(c) Disputes.--The Pennsylvani a Labor Rel ati ons Board shal
have jurisdiction to determ ne | abor disputes or controversies,
except those arising out of interpretation or construction of a
col | ective bargai ning agreenent containing provision for binding
arbitration, between the consolidated or nerged nunicipality and
its enpl oyees.

(d) Effect on existing law.--Nothing in this section shal
prohi bit a consolidated or nerged nmunicipality from exercising
its powers and responsibilities pursuant to provisions of |aw
related to collective bargaining, including, but not limted to,
the act of June 24, 1968 (P.L.237, No.111), referred to as the
Pol i cemen and Firenmen Col |l ective Bargaining Act, and the act of
July 23, 1970 (P.L.563, No.195), known as the Public Enploye
Rel ati ons Act.

Section 309 409. Procedures. <—

(a) Odinance book.--After consolidation or nmerger becones
effective, a new ordi nance book shall be used by the
muni ci pality and the first docunent to be recorded in it shal
be the consolidation or merger agreenent.

(b) Odinance codification.--No later than two years after
consolidation or nmerger goes into effect, codification of al
t he ordi nances of the nmunicipality shall be conpleted. This
shall include tabul ation or indexing of those ordi nances of the
conmponent nunicipalities that are of permanent effect in the
consol idated or nerged nunicipality.

(c) Vesting of rights, privileges, property and
obligations.--All rights, privileges and franchi ses of each
conmponent nunicipality and all property bel onging to each

conmponent nunicipality shall be vested in the consolidated or
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merged nunicipality. The title to real estate vested in any of
those nunicipalities shall not revert or be in any way inpaired
by reason of the consolidation or nmerger. Al liens and rights
of creditors shall be preserved. Agreenents and contracts shal
remain in force. Debts, liabilities and duties of each of the
muni ci palities shall be attached to the consolidated or nerged
muni ci pality and may be enforced against it.
SUBCHAPTER B
ECONOM C ASSI STANCE

Section 32% 421. Eligibility. <—

In the event a nunicipality has been determ ned to be
di stressed pursuant to section 203(f) and has subsequently
consol i dated or nerged under provisions of this chapter, the
consolidated or nerged nunicipality shall be eligible for
econoni ¢ and comunity devel opnment assi stance as provided in
section 322 422. <—
Section 322 422. Priority. <—

Notwi thstanding law to the contrary, if the electors of two
or nore nunicipalities at |east one of which has been determ ned
to be distressed pursuant to section 203(f), have voted to
approve the consolidation or nerger of those nunicipalities, the
consolidated or nerged nunicipality shall receive priority in
all econom c and comrunity devel opnent prograns funded by the
Commonweal th. The secretary, upon notification of consolidation
or nmerger of such municipalities shall notify Comobnweal th
agenci es that the consolidated or nerged rnunicipality shal
receive priority in funding as provided in this subchapter.

CHAPTER 5 <
FUNDI NG

SECTI ON 501. APPRCPRI ATl ON.
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THE SUM OF $5, 000, 000, APPROPRI ATED UNDER SECTI ON 210 OF THE
ACT OF JULY 1, 1986 (P.L.1776, NO 5A), KNOW AS THE GENERAL
APPROPRI ATI ON ACT OF 1986, SHALL BE USED TO CARRY OUT THE
PROVI SIONS OF THI'S ACT. THE APPROPRI ATI ON SHALL BE DI STRI BUTED
AS FOLLOWE:
(1) $500,000 SHALL BE USED BY THE DEPARTMENT FOR
ADM NI STRATI VE EXPENSES NECESSARY TO CARRY OQUT THE PROVI SI ONS
OF TH' S ACT.
(2) $4,500,000 SHALL BE USED TO PROVI DE GRANTS AND LQOANS
TO MUNI Cl PALI TI ES DETERM NED TO BE FI NANCI ALLY DI STRESSED
PURSUANT TO THI S ACT.
CHAPTER 4 6 <
TECHNI CAL PROVI SI ONS
Section 406+ 601. Repeals. <—
Section 2501-C(e) and (f) of the act of April 9, 1929
(P.L.177, No.175), known as The Adm nistrative Code of 1929, are
repeal ed insofar as they are inconsistent with this act.
The act of June 11, 1935 (P.L.323, No.146), entitled "An act
designating the Departnment of Internal Affairs as the agency of
t he Commonweal th to approve or di sapprove petitions to courts,
and plans for the readjustnment of debts of political
subdi vi si ons, under the act of Congress relating to the
bankruptcy of political subdivisions; and defining the powers
and duties of said departnent in relation thereto,"” is repealed
insofar as it related to a nunicipality as defined in section
103 of this act.
Section 402 602. Expiration. <—
Section 203(a)(5) shall expire upon publication in the
Pennsyl vania Bulletin of the notice required under section

121(g) .
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1 Section 403 603. Ef fecti ve date.

2 This act shall take effect
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in 60 days.
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