HOUSE AVENDED
PRI OR PRI NTER S NOS. 1615, 1895, 2092, PRINTER S NO. 2325

2142

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1379 %%

| NTRODUCED BY BAKER, CORMAN, PECORA, BORTNER AND STOUT,
OCTOBER 21, 1991

AS REPORTED FROM COVMM TTEE ON LOCAL GOVERNMENT, HOUSE OF
REPRESENTATI VES, AS AMENDED, JUNE 10, 1992

AN ACT

1 Anending the act of July 10, 1987 (P.L.246, No.47), entitled "An

2 act enpowering the Departnent of Community Affairs to declare

3 certain nmunicipalities as financially distressed; providing

4 for the restructuring of debt of financially distressed

5 municipalities; limting the ability of financially

6 di stressed municipalities to obtain governnment funding;

7 authorizing nunicipalities to participate in Federal debt

8 adj ust rent actions and bankruptcy actions under certain

9 ci rcunst ances; and providing for consolidation or nmerger of

10 contiguous municipalities to relieve financial distress,”

11 changing the short title of the act; further providing for

12 standing to request a determ nation, for determ nation

13 procedure, for contents of the coordinator's plan, for plan

14 i npl enentation, for termnation of status and, for economc <—
15 and community devel opnent g#an%—pF+e#+%y——and—nak+ng—#epea#s <—
16 ASS| STANCE PRI ORI TY AND FOR EMERGENCY FI NANCI AL Al D FOR <—
17 DI STRESSED MUNI CI PALI TI ES.

18 The General Assenbly of the Conmonweal th of Pennsyl vani a

19 hereby enacts as foll ows:
20 Section 1. Sections 101, 202, 203, 241, 247(a) and 253 of
21 the act of July 10, 1987 (P.L.246, No.47), known as the
22 Financially D stressed Municipalities Act, are anended to read:

Section 101. Short title.



1 This act shall be known and may be cited as the [Financially
2 Distressed] Miunicipalities Financial Recovery Act.

3 Section 202. Standing to [petition for] regquest a

4 determ nati on.

5 The foll ow ng have standing to [seek] request a determ nation
6 of municipal financial distress fromthe secretary:

7 (1) The departnent itself, if, subsequent to its review
8 and anal ysis under sections 121 and 201, it concludes that a
9 muni cipality is substantially in a condition of financial

10 di stress.

11 (2) The governing body of the nunicipality upon passing
12 a resolution by a nmgjority vote of the governing body after a
13 speci al public neeting duly advertised as provided by | aw.

14 (3) Acreditor with a matured claimto whomthe

15 muni ci pality owes $10,000 or nore, if the creditor agrees in
16 witing to suspend pending actions and to forbear from

17 bringing an alternate or additional |egal action against the
18 muni ci pality to collect the debt or part of it for a period
19 of nine nonths or until the nmunicipality adopts a plan under
20 this act, whichever occurs first. The filing of a Federal
21 debt adjustment action by a nmunicipality pursuant to
22 Subchapter D of Chapter 2 during the nine-nonth period
23 cancel s the forbearance obligation.
24 (4) Ten percent of the nunmber of electors of the
25 muni ci pality that voted at the |ast nunicipal election, by
26 petition to the departnent alleging the nunicipality is
27 fiscally distressed.
28 (5) [Trustee of a nunicipal pension fund; an actuary for
29 a pension fund; or 10%4 Ten percent or nore of the
30 beneficiaries of a pension fund upon petition to the
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departnent, provided that a municipality has not tinmely
deposited its mninmum obligation paynent 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.

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

(7) Trustees or paying agents of a nunicipal bond
i ndent ur e.

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

(9) A trustee or actuary of a nunicipal pension fund, if

the nunicipality has not made a tinely deposit of its ni ni num

obligati on paynment as required by section 302 of the

Muni ci pal Pensi on Pl an Fundi ng Standard and Recovery Act.

(10) The chi ef executive officer of any city.

Section 203. Procedure for determ nation.
(a) [Petition] Request.--A party with standing [to petition

under section 202 nmay petition the secretary seeking a

determ nation] under section 202 nmay request the secretary, on a

formsupplied by the departnment, to determ ne that the

muni ci pality involved is a financially distressed nunicipality.

The [petition] request shall be signed by [a party with

standi ng] the requesting party, and it shall be seal ed and duly
notari zed. The [petition] request shall:

(1) Allege the [petitioner] requesting party has
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1 standing to bring a determ nation of the distress.

2 (2) State why the [petitioner] requesting party believes
3 the municipality is distressed under section 201.

4 (3) Include a listing of judgnments recorded agai nst the
5 muni ci pality.

6 (4) Include any other material allegation justifying the
7 relief afforded by this act.

8 (5) |If the [petitioner] requesting party is a

9 muni cipality, the [petition nmay state] request may include a
10 statenent indicating why the [petitioner] requesting party

11 bel i eves mani festation of section 201 criteria is inmnent

12 and inevitable. This statenment may be in lieu of the

13 st at ement required under paragraph (2).

14 (a.1) Petitions.--1f a request is nade under section 202(4),
15 (5) or (6), the follow ng procedure shall be used:

16 (1) The procedure set forth in subsection (a).

17 (2) Evidence that the required nunber of persons in the
18 class concurs with the requesting party shall be obtained by
19 circulating a petition or petitions to get the signatures and
20 addresses of those in concurrence.
21 (i) A party who requests the deterni nation of
22 financial distress of a nunicipality shall be responsible
23 for circulating this petition
24 (ii) If the petition nust be |onger than one page in
25 order to obtain the requisite nunber of signatures and
26 addresses, the requesting party nmay enlist petition
27 circulators to assist; however, each circulator shal
28 attest in witing to the accuracy of the signatures and
29 addr esses obtai ned and the nethod used to obtain them
30 This attestation shall be affixed to the sheet or sheets
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circulated by that person and returned to the requesting

party.

(iii) The requesting party shall staple al

attestations and petiti on sheets together into a single

packet, nmking sure that the attestati on sheet and its

respective petition sheets are pl aced together. Each

packet shall clearly indicate whether the petition is

filed under section 202(4), (5) or (6). The requesting

party shall file this packet with the deterni nation

(iv) Those who may sign a petition are limted to

the nmenbers of the class seeking the request.

(v) A petition or separate sheet of a nultipl e-sheet

petition nay not be circulated unless it clearly states

on its face that the signatories concur in the request

for a detern nati on.

(b) Hearing.--Wthin ten days of receiving a [petition]
request, the secretary shall set a tinme and place for a public
heari ng 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
t he subject nunicipality.

(c) Investigation.--After receiving the [petition] request
but before the public hearing, the secretary may nake an
investigation into the financial affairs of the municipality.
The results of the investigation or any study previously
conducted by the departnent under section 121 shall be placed in
the record of the 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
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with general circulation in the subject municipality and shal
give witten notice by certified mail, with return receipt
request ed, 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] requesting party

and ot her interested 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
det erm nati on.

(g) Appeal.--A determnation by the secretary under this act
i s appeal abl e pursuant to Title 2 of the Pennsyl vania
Consolidated Statutes (relating to adm nistrative |aw and
procedure).

Section 241. Contents.

A plan formul ated by the appointed coordi nator shall be
consistent with applicable | aw and shall include any of the
following factors which are relevant to alleviating the
financially distressed status of the nunicipality:

(1) Projections of revenues and expenditures for the
current year and the next two years, both assum ng the
continuation of present operations and as inpacted by the
nmeasures in the plan.

(2) Reconmendations which will:

(1) Satisfy judgnments, past due accounts payabl e,
and past due and payabl e payroll and fringe benefits.

(ii) Elimnate deficits and deficit funds.
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(i1i1) Restore to special fund accounts noney from
t hose accounts that was used for purposes other than
t hose specifically authorized.

(iv) Balance the budget, avoid future deficits in
funds and naintain current paynents of payroll, fringe
benefits and accounts through possible revenue
enhancenent reconmendations, including tax or fee
changes.

(v) Avoid a fiscal enmergency condition in the
future.

(vi) Enhance the ability of the nunicipality to
negoti ate new general obligation bonds, |ease rental
debt, funded debt and tax and revenue anticipation
borrow ng.

(vii) Consider changes in accounting and autonation
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
i n organization.

(4) Reconmmended 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
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1 remedi es could help relieve the municipality's financial

2 di stress and whether filing a Federal debt adjustnent action
3 under Subchapter D is deenmed to be appropriate.

4 (7) An analysis of whether the econom c conditions of

5 the nmunicipality are so severe that it is reasonable to

6 conclude that the municipality is no |onger viable and should
7 consolidate or merge with an adjacent nunicipality or

8 muni ci palities pursuant to Chapter 4.

9 (8) An analysis of whether functional consolidation of
10 or privatization of existing nunicipal services is

11 appropriate and feasible and recommendati ons for where and
12 how this could be done.

13 (9) A capital budget which addresses infrastructure

14 defi ci enci es.

15 (10) RECOMVENDATI ONS FOR GREATER USE OF COVVONWEALTH
16 ECONOM C AND COVVMUNI TY DEVELOPVENT PROGRAMS

17 Section 247. Plan inplenentation.

18 (a) Coordinator's plan.--1f the coordinator's plan is

19 adopted by the municipal governing body, the coordinator shal
20 be charged with inplenenting his plan and shall:
21 (1) Gve witten notice of plan adoption to creditors,
22 col | ective bargaining units and other parties who will be
23 directly affected by plan inplenmentation. In the notice he
24 shall outline the provisions of the plan and specify how t hat
25 person's claimor interest will be treated.
26 (2) Initiate plan inplenmentation and continue its
27 i npl enentation for at |east four nonths.
28 (3) Oversee conpletion of the plan either by directly
29 controlling the inplenentation process or by turning the
30 i npl enent ati on process over to a person designated by the
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governi ng body or by the chief executive officer, as the case
may be. The person designated shall supply the coordi nator

with nonthly reports. The coordinator or the person

desi gnated by the governi ng body or by the chief executive

officer, as the case nmay be, shall supply the departnent with

nonthly reports which shall contain the foll ow ng

i nfornmati on:

(i) Evidence of paynents to creditors as required

under the pl an.

(ii) Evidence that the |loan fromthe departnent is

bei ng repai d.

(iii) Mnthly revenue and expendi ture sheets which

i ndi cate the bal ances of each in relation to the other.

(iv) Evidence that the recommendati ons in the pl an

are bei ng acconplished by the dates set in the plan where

appl i cabl e.

(4) Termnate the plan upon its conpletion.
(5) Suggest anendnents to the plan which may be
necessary to inplenent or conplete the plan.

* %k
Section 253. Termnation of status.

(a) Determ nation by secretary.--Following a duly adverti sed
public hearing with notices given as provided in section 203,
the secretary may i ssue a determnation that the conditions
which led to the earlier determ nation of nunicipal financial
distress [nunicipality] are no | onger [applicable] present. The
determi nation shall rescind the status of nunicipal financial
di stress and shall include a statenent of facts as part of the

final order.

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

19910S1379B2325 - 9 -



© o0 N oo o A~ wWw N P

N RN R R R R R R R R R R
N P O ©O 00 N OO0 0o b W N +— O

23
24
25
26
27
28
29
30

financially distressed nunicipality may petition the secretary
to make a determ nation that the conditions which led to the
earlier determ nation of nunicipal financial distress are no
| onger present. Upon receiving the petition, the secretary nmay
i ssue a determnation to rescind following a duly adverti sed
public hearing with notices given as provided in section 203.

(c) Factors to consider.--In determ ni ng whether the

conditions which led to the earlier determn nati on of nunici pal

financial distress are no | onger present, the secretary shal

consi der that:

(1) Mnthly reports subnmtted by the coordinator to the

departnent under section 247(a)(3) indicate that term nation

of the status of nunicipal financial distress is appropriate.

(2) Accrued deficits in the nunicipality have been

el i m nat ed.

(3) Obligations issued to finance all or part of the

muni ci pality's deficit have been retired.

(4) The nmunicipality has operated, for a period of at

| east one year, under a positive current operating fund

bal ance or equity, as evidenced by the nunicipality's audited

financi al statenents presented PREPARED i n accordance with <—

general ly accepted accounti ng pri ncipl es.

Section 2. Chapter 2 of the act is anmended by adding a
subchapter to read:
CHAPTER 2
MUNI Cl PAL FI NANCI AL DI STRESS

* * %

SUBCHAPTER E

ECONOM C ASSI STANCE

Secti on 281. Eligibility.
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If a municipality has been determ ned to be di stressed under

section 203(f) AND IS NOT SUBJECT TO FUNDI NG RESTRI CTI ONS UNDER

SECTI ON 251 OR 264, it shall be eliqgible for econom ¢ and

communi ty devel opnent assi stance as provided in section 282.

muni ci pality with a nunicipality may not be deened to di m ni sh

t he successor nunicipality's eliqgibility or priority status for

econoni ¢ assi stance under this chapter.

1
2
3
4
5 Merger or_consolidation under Chapter 4 of a distressed
6
7
8
9

Secti on 282. Priority.

10 (a) GCeneral rule.--An eligible nunicipality shall receive

11 priority in all econonm c and conmunity devel opnent prograns

12 funded by the Conmopnweal t h.

13 (B) RELEASES OF FUNDS. - - FUNDS GRANTED TO A DI STRESSED

14 MUNICIPALITY SHALL ONLY BE RELEASED UPON CONCURRENCE BY THE

15 COORDI NATOR THAT THE PROGRAM TO BE FUNDED |I'S CONSI STENT W TH

16 EFFORTS TO ALLEVI ATE THE FI NANCI ALLY DI STRESSED STATUS OF THE

17 MUNICIPALITY AS PROVIDED IN TH' S ACT.

18 Y (C) Notification.--The secretary, upon naking a

19 determ nation of distress, shall notify all Commobnweal t h

20 agencies about the nunicipality's priority status in order to

21 facilitate providing noneys to the nunicipality. Priority status

22 of nore than one eligible municipality shall be based on the

23 date the secretary notifies the agencies.

24 {¢) (D) Preexisting priority.--Nothing in this subchapter

25 shall be construed to givepriority over ALTER THE PRIORI TY OF

26 econonic and community devel opnent assi stance al ready approved
27 and encunbered by the Conmmpnwealth or its agencies te—anyofthe
28 followng-

29 2t  cinali hich i | : | I

30 fHnpancially distressedunderthis—act—
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o  cinali hich | I el L di |
| . Ey I I b | I

f undi o | . .

Section 3. Section 301(A) AND (c) of the act, added Decenber <—

19, 1988 (P.L.1272, No.157), +s ARE anended to read: <—
Section 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 AND TO PROVI DE FOR CONTRACTS FOR PLAN COORDI NATORS.

* * %

(c) Revolving fund.--There is hereby created in the State

made under this act shall be deposited in the fund. Any interest
earned on noneys in this fund shall be deposited in the fund.
Al'l noneys in the fund may be used to nmake | oans and grants for
t he purposes of this act.

SECTI ON 4. SECTI ONS 302 HEADI NG AND (A) AND 303(A) OF THE <—
ACT ARE AMENDED TO READ:
SECTI ON 302. GRANT [ AND LOAN], LOCAN AND CONTRACT PROCEDURE.

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

PLAN COORDI NATORS' SALARI ES FROM THE FUND.
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* * %

SECTI ON 303. LI M TATI ONS

(A) USE.--A LOAN OR GRANT G VEN TO A FI NANCI ALLY DI STRESSED
MUNI CI PALI TY UNDER THI S ACT SHALL BE USED SCLELY FOR THE PAYMENT
OF CURRENT EXPENSES OF THE MUNI Cl PALI TY. CURRENT EXPENSES SO
PAI D SHALL NOT CONSTI TUTE " DEBT" OR "UNFUNDED DEBT" AS DEFI NED
IN THE ACT OF JULY 12, 1972 (P.L.781, NO 185), KNOW AS THE
LOCAL GOVERNMENT UNI'T DEBT ACT, AND SHALL NOT BE SUBJECT TO THE

© o0 N oo o A~ wWw N P

PROVI SI ONS OF THAT ACT. A CONSULTANT CONTRACT SHALL BE | SSUED

=Y
o

FROM THE FUND ONLY TO EMPLOY PLAN COCORDI NATORS OR CONSULTANTS TO

=
=

SUPPLY PLAN COORDI NATORS

* * %

[ =
w N

Section 4 5. Sections 304, 421, 422 and 423 of the act are <—

H
o

r epeal ed.

=Y
(63}

Section 5 6. This act shall take effect imediately. <—
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