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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1687 =%

| NTRODUCED BY HECKLER, DAW DA, HART, AFFLERBACH, JUBELI RER

MOWERY, LOEPER, BRI GHTBILL, FATTAH AND REI BMAN,
APRI L 25, 1994

REFERRED TO FI NANCE, APRIL 25, 1994

AN ACT

Amendi ng the act of July 12, 1972 (P.L.781, No.185), entitled,

as anmended, "An act providing debt limts for |ocal
government units, including nmunicipalities and school
districts; providing the nethods of incurring, evidencing,
securing and collecting debt; defining the powers and duties
of the Department of Community Affairs and certain other
public officers and agencies with respect thereto; exercising
the inherent legislative authority of the General Assenbly by
provi di ng additional over-all limtations on the incurring of
| ease rental and other obligations for the acquisition of
capital assets to be repaid fromthe general tax revenues of
such | ocal governnent units; inposing penalties for filing
false or untrue statenents or refusing to give infornmation
with respect to proceedings for the incurring of debt; and
conferring jurisdiction on the Coomonweal th Court with
respect to certain proceedings relating to the incurring of
debt," further defining "project”; providing for the

excl usion of debt issued to fund unfunded actuarial accrued
l[iability fromdebt [imts and for the exclusion of debt

i ssued to fund unfunded actuarial accrued liability in the
cal cul ati on of net nonel ectoral debt; authorizing the pledge
of proceeds of bonds or notes issued to fund unfunded
actuarial accrued liability as security for such bonds or
notes; providing for the maturity date of bonds or notes

i ssued to fund unfunded actuarial accrued liability to be not
nore than 40 years fromthe date of issuance of such bonds or
notes and for the exclusion of debt issued to fund unfunded
actuarial accrued liability fromlevel debt service

requi renents; and authorizing |ocal governnent units to
contribute to a pension trust fund or funds the proceeds of
bonds or notes issued to fund unfunded actuarial accrued
liability.

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

Section 1. Section 102(c)(12) of the act of July 12, 1972
(P.L.781, No.185), known as the Local Government Unit Debt Act,
reenacted and anmended April 28, 1978 (P.L. 124, No.52) and
anended May 4, 1990 (P.L.169, No.40), is anmended and the
subsection is anended by adding a clause to read:

Section 102. Definitions.--* * *

(c) As used in this act unless the context clearly otherw se
requires:

* x *

(12) "Project” neans (i) any item of construction,
acqui sition, extraordinary naintenance or repair which has been
undertaken by a | ocal governnment unit, (ii) any prelimnary
studi es, surveying, planning, testing or design work for any
such, (iii) any lands or rights in land to be acquired, (iv) any
furni shings, machinery, apparatus or equipnment normally
classified as capital itens, but such itens nust have a usefu
life of five years or nore if financed separately and not as a
part of a construction or acquisition project, (v) the | ocal
government unit's share of the cost of a project undertaken
jointly with one or nore other |ocal governnment units or the
Commonweal th or one of its agencies, (vi) county-w de revision
of assessnment of real property, (vii) funding of all or any
portion of a reserve, or a contribution toward a conbi ned
reserve, pool or other arrangenent, relating to self-insurance,
whi ch has been established by one or nore | ocal governnent
units, pursuant to 42 Pa.C.S. 8§ 8564 (relating to liability
i nsurance and sel f-insurance), up to, but not exceeding, the

anount provided in section 107 of this act, (vii.1l) funding of

an unfunded actuarial accrued liability or any portion thereof,
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(viii) funding or refunding of debt incurred for any or all of

t he foregoi ng purposes, or (ix) any conbination of any or all of
the foregoing, as any or all of the above may be designated as a
proj ect by the governing body for the financing of which it
desires to incur debt. The termshall also include any deficit
to be funded by bonds or notes as provided herein, or the
creation of a revolving fund for specific inprovenents. \Were a
| ocal governnment unit has adopted a capital budget, the term
project shall nean any unfunded portion of the capital budget

sel ected by ordinance for current funding.

* * %

(17) "Unfunded actuarial accrued liability" neans, with

respect to a |ocal governnent unit retirenent system pension

pl an or pension trust fund, the excess of the actuarial accrued

liability over the actuarial value of assets of the retirenent

system pension plan or pension trust fund and shall be

(i) in the case of a |local government unit that i s subject

to the act of Decenber 18, 1984 (P.L. 1005, No.205), known as the

"Muni ci pal Pensi on Pl an Fundi ng St andard and Recovery Act," in

accordance with the requirenents of that act; and

(ii) in the case of a |local governnment unit that is not

subject to the "Minici pal Pension Pl an Fundi ng St andard and

Recovery Act," in accordance with the applicable | aws for that

| ocal governnent unit reqgardi ng m ni nrum fundi ng requi renents for

the unit's retirenent system pension plan or pension trust fund

or, if there are no such |laws, in accordance with the ordi nance,

resol ution or contract under which the | ocal governnment unit

participates in the retirenent system pension plan or pension

trust fund.

19940S1687B2109 - 3 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

Unf unded actuarial accrued liability in the case of a | ocal

governnent unit that participates in a retirenent system

pensi on plan or pension trust fund for enpl oyees of nore than

one | ocal governnent unit, including, without limtation, any

associ ati on of | ocal governnent units cooperating under the act

of July 12, 1972 (P.L. 762, No.180), referred to as the

I nt er gover nnental Cooperati on Law, shall include the | ocal

governnent unit's pro rata share of the total unfunded actuari al

accrued liability f the retirenment system pension plan or

pensi on trust fund, as the pro rata share nay be detern ned

under the applicable laws or, if there are no applicable | aws,

under the ordi nance, resol ution or contract under which the

| ocal governnent unit participates in the retirenent system

pensi on plan or pension trust fund.

Section 2. Sections 202(c) and 208(b)(5) of the act are
amended to read:

Section 202. Limtations on the Incurring of O her Debt.--*

(c) The Iimtations and prohibitions of the preceding
subsections (hereinafter called the "regular debt limts") shal
not apply to electoral debt, nor to debt excluded in conputing
net anmounts of nonel ectoral debt or of |ease rental debt, as
sel f-l1iquidating or because subsidi zed, when such exclusion is
made pursuant to sections 204, 205 and 206 of this act[.], nor

to debt incurred to fund an unfunded actuari al accrued

liability; except that bonds or notes issued to fund an unfunded

actuarial accrued liability shall be linmted to the principal

anount necessary (after deduction of costs of issuance,

underwriter's di scount and original issue discount) to fund the

unfunded actuarial accrued liability.
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* * %

Section 208. Determ nation of Existing Net Nonel ectoral Debt
and Net Nonel ectoral Plus Net Lease Rental Debt.--* * *

(b) Net nonelectoral and net |ease rental debt shall then be
determ ned by subtracting separately from gross nonel ectoral
debt and gross | ease rental debt respectively, as may be
applicable, and as the |ocal government unit may desire to
claim

* %

(5) The amount of self-liquidating debt [and], subsidized

debt and debt issued to fund an unfunded actuari al accrued

each respective category being conput ed;

* * %

Section 3. The act is anmended by addi ng sections to read:

Section 416. Condition Precedent to Validity of Debt

Incurred to Fund an Unfunded Actuarial Accrued Liability.--No

bond or note issued to fund an unfunded actuari al accrued

liability shall be valid or obligatory in the hands of an

origi nal purchaser thereof until certified copies of the

ordi nance or ordi nances authori zi ng the bonds or notes, the

ordi nance or resol ution awardi ng the bonds or notes and the

certificate of approval of the departnent shall have been fil ed

with the Public Enpl oyee Retirenent Conm ssion. No approval of

the Public Enpl oyee Retirenment Conmi ssion shall be required.

Secti on 417. Pl edge of Proceeds of Certain Bonds or Notes

Aut hori zed. --A | ocal governnent unit may pledge to the hol ders

of its bonds or notes issued to fund an unfunded actuari al

accrued liability (or to a trustee or paying agent acti ng on

behal f of the holders), as security for the paynent of the bonds
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or notes, the proceeds of such bonds or notes (and i nvestnent

i ncone on such proceeds), notw thstandi ng that such proceeds

have becone assets of the | ocal governnent unit's retirenent

system pension plan or pension trust fund. The pl edge shall be

valid and binding fromthe tine the pledge is nade, and the |lien

of the pledge is valid and bindi ng as agai nst all persons havi ng

clainse of any kind in tort, contract or otherw se agai nst the

| ocal governnent unit or the retirenment system pension plan or

pensi on trust fund, whether or not the persons have noti ce.

Except as provided in section 416, neither the proceedi ngs of

the | ocal governnent unit relating to the bonds or notes nor any

other instrunment by which a pledge is nmade nor any financing

statenent in respect thereof need be recorded or filed. The

| ocal governnent unit shall cause the proceeds of bonds or notes

(and i nvestnent earni ngs thereon) that are subject to the pl edge

to be segregated fromother assets of the retirenent system

pensi on plan or pension trust fund so that such proceeds will be

i dentifi abl e.

Section 4. Section 602(a)(1) and (b) of the act, anended My
22, 1981 (P.L.54, No.19) and May 4, 1990 (P.L.169, No.40), are
amended to read:

Section 602. Limtations on Stated Maturity Dates.--(a) No
bonds or notes shall be issued with a stated maturity date
exceedi ng the sooner to occur of:

(1) Forty years fromthe date of the series of any bonds or
notes issued to evidence debt for the purpose of financing the
cost of actually constructing, acquiring or inproving a project

or a separately financed portion of a project or funding an

unfunded actuarial accrued liability; or

* * %
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(b) Bonds or notes nay be serial bonds or notes, or term
bonds or notes or any conbi nation thereof that may be sel ected
by the governing body of the issuing | ocal governnent unit. If
term bonds or notes are issued, such bonds or notes nust be
subj ect to mandatory redenption, and, if serial or installnent
bonds or notes, the anpbunts of the stated maturities or
install ments shall be fixed, (1) so as to anortize the issue on
at | east an approxi mtely | evel annual debt service plan during
t he period specified for the paynent of principal in subsection
(c) of this section 602; or (2) so that the debt service on
out st andi ng debt of the sanme classification (and for this
pur pose | ease rental debt shall be considered as the sane
classification as general obligation debt) will be brought nore
nearly into an over-all |evel annual debt service plan. The

limtation of this subsection shall not apply to bonds or notes

i ssued to fund an unfunded actuarial accrued liability.

* * %

Section 5. The act is anmended by adding a section to read:

Secti on 602. 1. Di spositi on of Proceeds Notw t hst andi ng

Certain Limtations.--A |local governnent unit that issues bonds

or notes to fund an unfunded actuarial accrued liability shal

contribute to the applicabl e pension trust fund or funds the

proceeds of the bonds or notes (after deduction of costs of

i ssuance, underwiter's discount and original issue discount)

notw t hstandi ng that the contri buti on nay exceed a lintati on on

contributions to retirenent systens, pension plans or pension

trust funds otherw se applicable to the | ocal governnent unit.

Section 6. This act shall take effect imediately.
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