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No. 102

AN ACF

HE 1318

Amendingthe act of June25, 1941 (P. L 159), entitled,as amended,“An act
amending,revising, consolidatingand changing the law relating to the
borrowingof moneyby certainpolitical subdivisions,theauthorization,issuance
andsaleof generalobligationbondsas hereindefined,of bondsimposingno
generalobligation of debtandof bondsnot deemedto constitutea debt for
certain purposes,and to the funding of debt and the refundingof bonds;
regulatingthekeepinganduseof sinking funds; imposingpowersandduties
upon the Departmentof CommunityAffairs andupon corporatebodiesand
officers of political subdivisions;imposingpenalties,and repealingexistin
laws,” authorizing the increaseof ratesof interest for a limited time an
authorizingthe privatesaleof term bondsby municipalities.

The GeneralAssemblyof the Commonwealthof Pennsylvaniahereby
enactsas follows:

Section1. Subsection(a) of section206 and subsections(a) and(b) of
section502, act of June25, 1941 (P. U 159), known as the “Municipal
Borrowing Law,” areamendedto read:

Section 206. Ordinance to Increase Debt by Borrowing Money;
InterestRate.—(a) The corporateauthoritiesof a municipality where
they areauthorizedto increasethe debtmayby their ordinance,the vote
thereon to be duly recorded upon the minutes of such municipality,
authorize and direct the issuanceof general obligation bonds of the
municipality in sums not less than one hundreddollars each,bearing
interestataratenotexceedingsix per centumperannumexceptthat for
a period of one yearafter theeffectivedateof this amendatoryact, the
rate or rates of interestmay exceedsix per centum butshall not exceed
sevenper centum per annum asshall be determinedby the corporate
authorities of a municipality asnecessaryto issueandsell such bonds
in additionto any taxes, the paymentof which may be assumedby such
municipality, payable at such times as may be stated therein, and the
principal to be payableat aperiodor periodsnot exceedingthirty years
from the dateof said bonds.

Section 502. Funding Bonds; Conditions.—(a) Whenever any
municipality has any unfundeddebt, contractedfor current operating
expenses,which is due and owing and the financial condition of the
municipality is suchthat, in the opinionof thecouncil in the caseof cities
and boroughs and the corporate authorities in the case of other
municipalities,it cannotmeetsuchdebt within the fiscal yearwithout an
unreasonablecurtailmentof municipal servicesor the levy of an excessive
tax, they may by petition apply to the court of quarter sessionsof the
county in which the municipality is situate settingforth the facts.After
hearing,on suchnotice to themunicipalityandtaxpayersas thecourtmay
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prescribe,the court shallmakesuchordergrantingauthority to fund such
unfundeddebtcontractedfor currentoperatingexpensesin whole or in
part, if it believes the proposed funding will accomplish the relief
intended,or refusing to permit the municipality to fund the sameas it
deemsjust and equitable.The actionof the court shallbe final.

Whenevertheconsentof thecourtto the fundingof anyunfundeddebt
contractedforcurrentoperatingexpenseshasbeensecured,thecorporate
authorities of the municipality may authorize, issue and sell general
obligation fundingbondsbearinginterestat aratenotexceedingsix per
centumperannum exceptthatfor a periodof onegearafter theeffective
dateof this amendatoryact, the rateor rates of interest mugexceedsix
per centumbut shall not exceedsevenpercentumper annum asshall
bedeterminedby thecorporateauthoritiesasnecessaryto issueandsell
such bondsin addition to any taxes,paymentof which may be assumed
by the municipality, thematurityof anysuchbondsnot to extendbeyond
ten years from the date thereofand not exceedingin the aggregatethe
amountallowedby the court.

(b) The funding of floating indebtednessincurred in the acquisition
of property or the making of improvements,as distinguishedfrom that
incurred for currentoperatingexpenses,shallnot requirethe approvalof
the courtof quartersessions,but generalobligationbondsissuedto fund
the sameshall bear interest at arate not exceedingsix per centum per
annum exceptthatfor a period ofoneyearafter theeffectivedateof this
amendatoryact, the rate or rates of interestmayexceedsix per centum
butshall not exceedsevenpercentumperannumasshall bedetermined
by thecorporateauthorities asnecessaryto issueandsell such bondsin
addition to any taxes, payment of which may be assumedby the
municipality, and shall mature not later than the estimatedperiod of
usefulnessof the property acquiredor the improvementmade, which
period of usefulnessshall be stated in the ordinanceauthorizing the
issuancethereofas requiredundertheprovisionsof section206 of this act.

Section 2. Subsection(d) of section502 of the act, addedMay 21,
1943 (P. L. 500), is amendedto read:

Section 502. Funding Bonds; Conditions.—

(d) If the unfundeddebt which is to be fundedunderthe provisions
of this sectionis representedby a judgmentor judgmentsenteredby a
courtof competentjurisdiction, the municipality shallnot berequiredto
obtainthe consentof thecourtof quartersessions,nor submitthequestion
of the ratification, confirmation or validation of the debt represented
therebyto the electorsthereof.Generalobligationbondsissuedto fund
anysuchjudgmentor judgmentsshallbearinterestat a ratenotexceeding
six per centumperannum exceptthatfor a period of one yearafter the
effectivedateof this amendatoryact, the rate or rates of interestmay
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exceedsix per centumbut shall notexceedsevenper centumperannum
asshall bedeterminedbythemunicipality asnecessaryto issueandsell
such bondsin addition to any taxes,paymentof which may be assumed
by themunicipality, andshallmaturenot laterthan twentyyearsfrom the
date thereof.

Section3. Section503andsubsection(b) of section504 of theactare
amendedto read:

Section503. RefundingBonds;Conditions.—Whereanymunicipality
has issued general obligation bonds either originally or for refunding
purposesto secureanydebtof suchmunicipalitywhich mayhavematured
but remainunpaid and uncancelledor are aboutto matureand become
payableandthere is at the time or will, in the opinion of the council in
the caseof cities andboroughsand the corporateauthothiesin the case
of other municipalities,be a default in the paymentof principal thereon
within oneyear,themunicipalityfor the purposeof paying offsuchbonds
may authorize, issue and sell refunding serialgeneral obligation bonds
bearinginterestat a rate not exceedingsix per centumper annumexcept
thatfor a period of oneyearafter theeffectivedateof this amendatory
act, the rate or ratesof interestmayexceedsix percentumbut shall not
exceedsevenper centurn per annum asshall bedeterminedby council
in caseof cities and boroughsor corporateauthorities in caseof other
municipalities as necessaryto issueand sell such refunding bonds in
addition to any taxes the paymentof which may be assumedby the
municipality, the maturityof anyof suchbondsnotto exceedtwentyyears
after the datethereof,andnot exceedingin the aggregatethe amountof
the bondsor otherevidencesof indebtednesssoto bepaid.All assetsin
the sinking fund applicableto the paymentof the principal of the bonds
proposedto be refundedshallfirst be soapplied,andthebalanceof such
issueonly shall be redeemedby the issueof new bonds.

Section504. * * *

(b) Refundingof BondsWhich theHoldersAre Wffling to Surrender;
Conditions.—Anymunicipality which hasoutstandinggeneralobligation
bondswhich the holders are willing to surrenderor any municipality
which may hereafter issue bonds which the holders are willing to
surrendermay at any time with the consent of the holders thereof
authorize and issue refunding bonds to redeem and pay off such
outstandingbonds in an amount not exceedingin the aggregatethe
amountof bondsso to be redeemedandpaid off. Suchrefundingbonds
shallbearinterestat aratenotexceedingsix per centumperannumexcept
that for a period of oneyearafter theeffectivedateof this amendafory
act, therate or ratesof interestmayexceedsix per centumbutshall not
exceedsevenper centurn per annum as shall be determined by the
municipality asnecessaryto redeemandpayoffsuchoutstandingbonds
in addition to any taxes, paymentof which may be assumedby the
municipality, andshallmaturenot later than twenty yearsfrom the date
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thereof.All assetsin the sinking fund applicableto the paymentof the
principalof the bondsproposedto berefundedshall be first so applied,
andthe balanceof suchbondsonly shallbe refundedby theissueof new
bonds.

Section4. Section 623 of the act, amendedJune8, 1965 (P. L. 101),
is amendedto read:

Section623. CertainProcedureRequired.—Non-debtrevenuebonds
authorized,issuedand sold underthe authority of subdivision (b) of this
article shalleitherbe payablein annualinstallmentsor in whole or in part
in other than annual installments.If the bonds are payable in annual
installments,the first maturity shallbenot later than five yearsafter the
date of the bonds. If the bonds are payable in other than annual
installments,thereshall be annualsinking fund paymentsfor suchyears
asbondsdo not mature,to be appliedannuallyto the retirementof bonds
prior to the statedmaturity or maturities thereof,andsuchsinking fund
paymentsor amaturity paymentshallbeginnot later thanfive yearsafter
the dateof thebonds.Whetherthe bondsareretiredannuallyby maturity
or throughoperationofasinkingfund,thesumof thepaymentson account
of principal and interest in any year shall not exceedthe sum of the
paymentson accountof principaland interestfor any prior yearby more
thanfive thousanddollars ($5,000)or twenty (20)percentumofsuchprior
sum, whichever is greater.

Thematuritiesof thebondsso issuedshallnot exceedforty years,or the
estimatedperiodof usefulnessof thepropertyor improvementfor which
suchbondsshall be issued,whicheveris earlier.The periodof usefulness
shall be statedin the ordinanceauthorizing such bonds, and when so
statedshallbe conclusive.Thebondsmay be sold for suchprice or prices
as the municipality shall determine:Provided,That the interest cost to
maturity of the moneyreceivedfor anyissuethereofshallnot exceedsix
per centumper annum exceptthat for a period of one year after the
effectivedateof this amendatoryact, the rate or rates of interest may
exceedsix per centumbut shall not exceedsevenpercentum perannum
asshall be determinedby the municipality at the time of the salein
addition to any taxes, payment of which may be assumedby the
municipality.

Section 5. The act is amendedby adding a new section to read:
Section 704. Term Bonds.—(a) Notwithstanding any other

provision ofthe law to thecontrary, wheneveranycorporateauthorities
of the municipality shall authorizethe issuanceofgeneralobligation
serial bonds,theyshall authorizeat thesametimefor thesamepurpose
or purposes the issuanceof term bonds payable in not more than
twenty-fiveyearsfrom the dateof issue,and the principal amountof
saidterm bondsshall beequal to a reasonableamountoftheprincipal
amountof the saidgeneralobligation serial bonds. Theamountand
term of the issueof the term bondsshall befixed by the corporate
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authorities in the exercise of their discretion. The term bonds
authorized under the provisions of this subsection shall be in one
hundreddollar ($100) units andshall bearinterestat a rate to befixed
by saidcorporate authorities not exceedingthe legal rate. The said
term bonds may be sold at private sale without advertisementfor
competitivebids through thefiscal agentor any other bank or banks
designatedby saidcorporate authorities to sell such bonds, andshall
besoldat parandaccruedinterest. Thesaidtermbonds,at theoption
of the corporateauthorities, may be in registeredor couponform and
maybe madeinterchangeable. The term bondsauthorizedunder the
authority of this subsectionshall besubject, exceptasprovided in this
subsection,toall thetermsandconditionsof thesaidgeneralobligation
serial bondsauthorizedconcurrently therewith.

(b) Wheneverterm bonds are issued under the authority of this
subsection,a sinkingfund shall becreatedfor thepaymentof principal
and interest of said term bonds. Any corporate authorities of the
municipality issuing said term bondsshall levy and collectannually
and pay into the sinking fund, until paymentof said principal and
interestand any taxescovenantedto be paid thereon isfully provided
therefor, a tax sufficient to pay the principal and interestofsaid term
bondsandanytaxescovenantedto bepaid thereonwithin thelife of the
issueof said term bonds.

Section 6. Section 701-A of the act, amendedMarch 16, 1967 (P. L
13), is amendedto read~

Section 701-A. Temporary Debt for Improvements,Etc., Payment;
Interest Charges—A municipality may borrow money for capital
expendituresfor municipal improvements and equipment, including
schoolbuses,in thoseinstanceswhereno bond issuehasbeenpreviously
authorized,and all such moneysfor which an obligation or obligations
other thanbondshavebeenissuedshall, unlessrefundedby the issueof
bonds, be paid within five years from dateof issueof such obligation,
togetherwith interest,and at leastone-fifth of the totalprincipal of the
original loan shallbe paidannually.Suchobligationor obligationsmaybe
paid, in full or in part, each year when the taxes are received, and
reborrowedagain the latter part of the fiscal year: Provided,That the
amountreborrowedis lessthanthe amountborrowedthe precedingyear
by at leastone-fifth of the total amountof the original loan.Eachtime the
moneyis reborrowed,the date and purposefor which it was originally
borrowedshall berestated.The amountof the original loan shallbe paid
in full within a maximumterm of five yearsfrom the dateof the original
loan for such purpose unless funded as hereinbeforeprovided. The
municipality shall not pay any chargesor interestequalto morethan six
per centumper annum except that for a period of one year after the
effectivedate of this amendatoryact, the rate or rates of interestmay
exceedsix per centumbut shall not exceedsevenper centumperannum
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asshall be determinedby the municipality at the time of the original
loan on anymoneyborrowedunderthe provisionsof this article.

Section 7. The interest on bonds issued with an interest rate
exceedingsix per centper annumshallbepaidduringthe termfor which
the bonds were issuedand shall not be limited to the oneyearperiod
during which the ratesin excessof six per cent per annumcould be
determined.

Section 8. This actshall takeeffect immediately.

APPROvED—The10th dayof October,A. D. 1969.

RAYMOND P. SHAFER

The foregoingis a true andcorrectcopyof Act of the GeneralAssembly

No. 102.

Secretaryof the Commonwealth.


