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Recent Caunses of Municipol Funanciol Distress
A. Penslon and, OPEB Obligationy. Some mundicipalities face financiol distress from
furndls,

1. Valleo; California. Government emyployees i many Californda cities benefit
from expensive pension packages. | addition, wnder labor agreements between
some California cities and municipal employee wnlony, Losses n the valne of
persion funds resudting from recent stock declines trigger e requirement tivat
lotal governments increase condtributions to- s funds. Vallejo- succrmbpeo to-
the financial distress and flled o chapter 9 case un 2008. Subsequently, tire
California Legisloture has consioered but not passed billy supported by
nmunicipal employee windony making Ut more difflendt for municipalities to- seek
bonkruptey protection. Michael Sweet and Peter Blanchind, Cifies generally
haye alternatives to- bankruptey, Socromento Bee, July 24, 2009, ot A1S;

Dan Walters, Municipal bankrwgrtey bill heading tfo- Schwarzeneqger,
Sacramento- Bee, June 1, 2010, at AL.

2. Central Fally, Rhode [dland: Pensgion obligationy and returee healtiv benefits
that were largely unfunded and pald from Hhe city’s cnrrent budget; conpled
withv a declining tax base, resudted un the appointment of a receiver under
Rhode Island law- and an eventual chapter 9 flling v August 2011, R/
reaches deal with Central Fally uniong; The Boston Globe, Nov: 24, 2011; Saga
of Central Fally: When an old city goes bankvupt; Providence Journal-Bulletin
(Rhode Island) Ang. 10, 2011.

3. New York City. NewYork City pension obligations increased from $1.4 billion
to-$36.3 billion between 2002 and 2008, consing significont funancial distress.
Michael Bavbaro, Mayor Warng on Penscon Costs bud Gave Hefty Pay Dealy,
N.Y. Tumes, June 23, 2009, ot ALA4.

4. MWUinots: In Marcin, 2010, the [Winoly stote legislatuare passed pension reform
state st owes $78 billion n pension debt: (A State v not eliglble for chapter
q.) Pengion cuts a giand first step: Keep going., Civicago Sum Tumes, Mawci 2.5,
2010, at 27.

B. Debt or paymenty related fo- covutretion of facilities for public services.

1. Harrisburyg, Penngylyania. The City Covncil of Harrishurrg, Pennsylvania flled
a thapter 9 petitlon un October, 2011, due largely to- over $300 milliow of delpt



associated. with the retrofiut of a trasiv incinerator. City Cowncil In Harrisburyg
Files Petition OF Bankrupptey, The New-York Times, Oct: 13, 2011; A
bankrwptey shelfer seldom wged by cifies; Rewters News, May 12, 2010.

2. Jefferson Coundy, Alabama. Jefferson County, Alabama flled a chapter 9
petitlon ay a resudt of $3.2 billiow of debt associated withv the cownty’s sewer
systewe. The “sewer debt’ way furthver exacerbated by an ntferest rote swap
travsaction that failed. Jefferson County declares Chapter 9 bankruptey, The
Nortr Jefferson News (Gordendale, Alaboma), Nov= 9, 2011; Kelly Nolan,
Alabama County Bracngtorms— Bankriwptey Hangs cn Balance as Business
Leaders Weigh ldeays for Sewer Pebts Woll St J., July 3, 2010, at B11.

3. Georgetown, Indiana. Geovrgetowwn, Indiana experienced funancial distress un
connection witihv $1.45 million of delpt incurred for the construction of a
sewage system. Hawroldl J. Adamws, Town may file for bankrwpfey protfection; The
Cowrler-Jouwrnal, July 27, 20049.

4. Sowth Carolina Toll Rond: Conanector 2000 Assotiation, lne:, a Sowtiv Corolina
toll road, fled a chapter 9 case due largely to- 3200 mildion of bonos
outstanding. Jonativan Stempel, S, Carotlina foll road in rare Chapter 9
bankrwptey, Rewters News, June 24, 2010. [n re Connector 2000 Assot., Ine.,
U.S. Bankruptey Cownrt, D. S. Car., Case no: 10-04467-DD, Docket no: 48

C. Debt or poyments related to- public services or owed to- privete Utigonts.

1. Washington FPark, [linots: Washvington Parvk, IWinowy fled o chapter 9 case
due bn part to- mownting payments owed to- trasiv collectory: Washington Parkls
debty also- stem from Litigation brought by private citizens, inclunding Ltigation
brouwght by a privete strip c that rasulted in the city being unable to-
contunune fo- realize sugnificant anmuol revenune from strip cndy lcenses anod
becoming Uable for the strip cub’s attorneys fees: The municipality has also-
faced Lifigation related to- certain government employees’ corrwpt practices:
Nicholay J.C. Pstor, Washington Fark files for bankriyrfey profection; St Lowis
Post-Dispatehy, July 31, 2009, at AL.

2. Westrall Towrshipz, Peangylyania. Westfoll Townsiip, Pennsylvanio flled a
chapter 9 case wv the face signaficant debts reswdting from a $20.8 million
decision v favor of a resident wiro- had sued the municipality after the
fowvshup had sought to- prevent Hhe resident from buidding o hhousing
development: The parties eventually settled for 36 milion. Town, developer
call trice; Bonkruptey Cowrt Decisions, September 8, 2009, at 2.



D. Lower revevrures.

1. Lower property taxes and sales faxes: Many cities un California, uncluding
Vallejor, Loy Angeles, and Maywood have realized sharply reduced tax revenes
on account of the recent recession. The significant increase un forecloswre rates
and related redunction un real estote values howve severely reduced local
property tox collections: Alsor, a lack of consmmer spending has cansed a
reduction un sales taxes: Michael Sweet and Peter Blanchind, Citfies generally
haye alternatives fo- bankriuptey, Socromento Bee, July 24, 2009, at A1S;
Rubpen Vives, Jeff Gottliel and Heetor Becerra, Maywood shuus down fo- stay
alives LA Tunes, June 23, 2010, at Al.

2. Declining popudations: Cities suci as Detrout; Michigan and Westfall,
Penmsylvamia (wirich flled a chapter 9 case tn 2009), wirich are acntely
have led to- lower tax revenunes. Nancy Kaffer, Chapter 9 among Detrodts few-
options; Croinly Detrout Business, April 12, 2010, at 17; Jeremy Boren and
Brad Burnsted, Too- many towns, foo- much debt: Welcome fo- Penngylyania,
Putsburge Tribune Reviews March 21, 2010.

E. Solavries and non-persion benefits owed to- public officiods and pruote citizens.

1. Salarces fo- governmenst employees: Before Vallejor, California fled Uy chapter 9
case, UF struggled. to- pay compensation packages to- police captaing Hhat topped
$300,000 per year and. to- firefighters that averaged $171,000 per year. Detroit
public schooly also- faced financiol distresy due largely to- their labor contracts:
Steven Greenhunt, Crosy Covndry: Valleoly Painfiul Lessonys in Municipal
Bankrwpptey, Wall St J., Marcih 27, 2010, at A13; Marisa Schaditz, Caldf ety
may be model for DFS, The Detrott News, July 31, 2009, ot 12A.

2. Health care benefits: Boltimore provides expensive healtiv core benefits to- ity
public employees (employees pay notiving toward the premivm of thveir
preseription dirug plan)), wirich could lead. tie city to- spend half of Uy budget
on healthv care and. pensions within the next decade. Mawrta H. Mosshurg,
Restructuring Baltimore’s Pension System iy Key First Steps Bud-Uniong Stand
i the Way, The Baltlmore Sun, June 8, 2010, at 13A. Sacrawmento and. otiver
California muwnicipalities, such as Roseville, Folsom, Yuba City and EL Dovade
Covnty have significant long—term wnfunded liabilities resulting from long-
term progroms Hhat provide healtiv benefits to- refivees. Soacramento’s futire
Uablity for suciv programs s $245.6 milion. The municipalities do- not hhave
appropriate funds set aside for Hhese Labilities: Lovetta Kall, Benefit gap hits
F1.4 bdllion, Soacvramento Bee, July 18, 2010.
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Chapter 9 Case Review

o Rudges Master Property Owner's lmprovement Dutriet No: 2 of Gawrland

Covnty, Arkownsos (Banksr. W.D. Ark.)

0

The municipality orgunally covuisted of approximately 1482
acres v Goarland: County, Arkansas. It was established to- develop
and construet infrostructre bnprovements for establishuvent of a
residential subdivision, inclnding facilities for water, dvainage,
gos pipelines, electric and telephone distripution systems,
sanitory services and. street, including cunrbs, gutters and
slolewalks: The municipality Bsued $3.83 million Un bondy to-
Funance Uy activities: Property owners were assessed a “speclal
taw’ to- fund the municipality’s construction activities: In 2004
and 2005, certoin property ownery foilded to- pay the special tox,
and the Arkansas Commissioner of State Lands conweyed certain
propevty wv the municipality to-a privete party. The resudting
lack of revenue Left the municipality nsolvent:

Sierra Nevada Puplic Funoncing (Banksr. C.D. Calif)

0

The municipality had over $10 million in bonds owtstanding. Ity
sole property wasy 200 acres of real estote located Un Loy Angeles:
Due to- lack of funds arising from ity inability o sell ity real
foreclosire and tow sale brought by Loy Angeles County for
winpald property taxes:

Reclamation District Nuwber 768 (Banksr. N.D. Calif:)

0

The municipality encompassed. approsimately 1500 acies of
swampland, the greater port of wirich wos ovdinary solt marsiv
Hat was unfit for cwltivation becaunse of Uy being at times covered
by saltwater from Humboldt Bay. The municipality’s original
plan contemploted the keeping of saltwoter off these landy by
meany of a system of dykes or levees: A breach in one of the
levees cavsed the municipality to- borrow and expend significont
funds to- repain the levee. [n addition, two- residents sued tive
municipality for propecty damage daims: The municipality’s



ovly revenune source to- fund tihese expenditures were property
assessments, wivch were unsnfficient:

Slocuwwn Lake Drainage Dustrict of Lake Covnty (Banksr. N.D. ILL.)

0

The muwnicipality was a drainage district Hat owed. payments to-
and legal services. The municipality did not have enougiv
revenunes to- poy Uy fees

Vlage of Alorton (Banksr. S.D. ILL)

0

The Village of Alortown fued for chapter 9 protection after many
yeary of economic decline cavnsed by a steady decline un
popwlation and revenunes:. The Loss of over 20,000 jobs from Hie
dosure of Alcon Aluminumm i the 1960’y and of Hre Calrokio
Downs Race Track un 1978 caunsed a Loss of revenunesy and of
Federal and Stote funding sources. Iw addition, varions
wndiridumaly and employees fled lawsuwity against the Village that
compounded Uy proplems,

Sanditdory and lmprovement Dstrict #425 of Dowglos Covundty, Nebraska

(Bankr. D. Neb:)

0

The municipality was a high-value residentiol development
Located northwwest of Hhe City of Omadrar un Douglay County,
Nebraska: It was responsible for the construction of public
Umprovements, such ay roads and utlities, withvin Uy geograpiic
bowndaries: When the municipality was founded, many
purcihasers bought lots, but local and national economic
AMffiendties cansed the lot—-owners to- refrain from building. The
lack of covstruction had a disastrony effect on Hie municipality’s
wecome, wihich o based on assessments of the real estote’s value.
Facing a lack of revenue, Hhe municipality filed for bankiruptey.

Town of Muldvrow and Muldwrow Public Works Auwtivority (Banksr. E.D.

Okla.) (cases jountly administered)

0

The debtor was a public trust for the use and benefit of tie Town
of Muddrow and tire water system of He Town of Muldivow: These
chapter 9 cases avose from the resolution of Bsues between the
Okladoma Depowrtment of Envivonumental Quality (“ODER”),



Muddirow anodl OK Foody concerning disciarge from OK Fooos
processing plant and Muldrow’s ablity to-treat the disclharge in
Uy wastewater treatment plant: The unmediate cause of the
chapter 9 flingy was the Ukelihood that Muldrow faced
significont fines and penolties from ODEQ for post and ongoing
violations of tive Clean Water Act and ity Okladroma comnterpart:

. City of Camp Woodl, Texas (Banksr. W.D. Tex:)

0

2006

To funance e constrnetion of He Camyp Wood Convalescent Care
Center, the debtor Usued. and sold certoin certificates of
obligation. The Conwalescent Center did not produce revenunes un
line with expectations, and toxes levied were bnsinfficient to- pay
make poyments ov Uy debt due to- continumed underperformance of
the Covnwalescent Center.

o Eost Hot Springy Mudfi-Purpose Municipal Owners |mprovement District

98 -1 of Hot Springy, Arkownsay (Bankr. W.D. Ark:)

0

The municipality was comprised of two- non-configuons parcels of
land located un or adjocent to-the City of Hot Springs, Garland
County, Arkansas. The municipality was created for the purpose
recreation, drainage, gas pipelines, underground trenches, and
systems, sanitfonry sewers, streets and highwoys, uncluding cunrbs
and guttersy, and swolewalks, togetiver witiv facilities related to- any
of the foregoing improvements. The municlpality Bsuned over $2.5
million of municipal bonods to- fund construction projects: When
forecloswre proceedings were implemented on thve lots, but no- blos
were made to- purcihase tive Loty

Loy Osoy Comumumnity Services District (Banks. C.D. Calif.)




0 The municipality provided variows public services to- e
community of Loy Osos: It entered unto- varlows contracts and dept
Ustruments for He construction of a sewer systew. The project
was controversial. Votery un the community eventually possed a
measure to- (1) halt construction after F had commenced and (L)
prevent the municipolity from dishbursiung funds to- creditors that
had pre-funded tive project: After Huisy measure, the municipality
could not pay sucl debty and flled a chapter 9 case.

West Contra Costo Healtiveare District (Bankr. N.D. Calif)

0 The municipality operated o hospital Hat had operating deficits
of approimately $3 million per montn at the Hime of fling Uy
chapter 9 case. Before flling, U had leased the hospital premises
to- o private healtiveare corporation, but the private company
terminated the 20-year lease after only 7 years, which required
tHhe municipality to- re~take control of the hospitals operations.
Unable to- get the casiv infusion to- pay Uty montily deficits, He
mundclpality fled Uy chapter 9 case.

Town of Moffett (Banksr. E.D. Okla:)

0 For several yearsy before the fling of Uy chapter 9 case, the
primary source of income for the municipolity way fines from
cltotions Bsued by tive Moffett Police Deportment: An ongoing
conflict withv certain business ownery ed to- o lawsuit against tive
Ay, wirleh reduced Hie municipality’s ablity to- collect funes
Huwoughh Uy police department: [n addition, for several years, the
municipolity had failed to- pay toxes to-tie IRS properly, so- Ut
owed o significant amount of back~taxes. Furally, the town's
former mayor had entered the town nto- a number of
winsinecessful financiol arrangements. These mattersy Led to-the
fling of Uy chapter 9 cose.

Toww of Marshall Cireek, Texay (Bankr. E.D. Tex:)

0 After the September 11 attacks, Marshall Creek, wirich had a
small police force, Lost a sizeable contract to- patrol nearby
Marshall Creek Park. [nstead, Hie Army Corps of Engineers
awarded the contract to- a larger and more experienced force.
Marsihall Creek had no revenue source othver than property taxes
and so- was unable to- pay accrued taxes to- e IRS, witel flled a
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Uen against Uty assets and thaeatened seizure. [ Hie foce of an IRS
seizurre, Marsihall Creek flled. Uty chapter 9 case.

Valley Health System (Banks. C.D. Calif.)

0 The municipality owned and operated Huee hospitals: The
that U was unable to- pay. The municipality attempted to- pass o
variety of bond measures to- refinance tire debt;, obhtoiwn casin
nfusiony and funance necessary capifal umprovements, but none
of the measures received the necessary votes

Palw Drive Healtiv Core District (Banks. N.D. Calif)

0 The municipality operated a small hospital. It struggled
financially for years, showing a net operating loss (after parcel
tox revenune support) of $11.6 million U the 7 years before filing
for bankruptey. The operating deficit was caunsed largely by
mandotory poyment redunctions by government and unsironce
programs and ncreased regulotory requivements:

Toww of Mawrion, Mississippl (Banks. S.D. Miss:)

0 Mavwiow flled for bankrwptey after o judge had ovdered tive town
fo- pay a 3400,000 past dure sewer disposal bl to-the city of
Meridion. Morion cdaimed Hhot U did not have the money to- pay
the bill.

Tumberon Water and Sanitotion Dutrict (Banks. D.N.M.)

0 No-deseription of insolvency provided; case dismissed beconse
debtor did not hawe anthority to- flle a chapter 9 case. News
reports from 2009 nddicate that Tumberow's 2007 financial
Affiendties stemmed from covnt orders i 2005 or early 2006
that Tumberow reduce Uy tax levy amounty from 26 mily, or 326
per $31,000 evoluation, down to- 10 mily: Since 2008, Tumberon
owtages and outdated water supply uinfrostructure.

McCuartain Mundicipal Antivority (Banksr. E.D. Okla.)




2008

0 After the municipolity constructed sewer Unes for e Toww of
McCuirtoinm, a dispute arose between U and one of Uy contractors
ax to- the amount the contractor was owed. The contractor sned
ande wos awarded tihe sum of $218,897.29, wirich the

City of Gowdd, Arkownsas (Banks. E.D. Ark:)

0 Municipality fled a cihapter 9 case as o strategy to- forestall
severol lowswits: Defoily of Hhe lawsuity were not provided. Case

Benfon Covnty Property Ownery lmprovement District Now 6 - Suunset
Bay Diviston (Bankr. W.D. Ark.)

0 The municipality encompassed. approximately 117 acres. It way
waterworks, sanitory sewers, streetsy and droinage facilities, and
related: infrastrcture umprovements to- serve the property un the
muwndeipality. The municipality Bsued over $3.7 million of
bondy fo- funance covstruction, wirieh were to- be paid by withv e
proceeds of an avvwual “speciol tan’. A foildure to- sell Loty un line
withv projections and an inability to- collect Hie “special tax)’ Led
to- foreclosnres, wiich resulted un e chapter 9 case flling.

City of Vallejor, California (Banksr. E.D. Calif.)

0 Funancial distress stemmed maindy from the city’s unability to- pay
pension benefity to- government employees. See description above
wnder “Pension Obligations—Vallejor, California’’.

Plerce County Howsing Awtirority (Banksr. W.D. Wasiv.)

0 The municipality was an entity organized. to- provide affordable
howsing for low—income families. It had Umited access to-
government funos and no- apility to- leay taxes and had to- comply
withv costly federal houwsing regulations: It had over 325 million
Utilgation browght by tenants, claiming damages for molo-related
wnjuries: Unable to- pay these expenditures, the municipality
filed for ity chapter 9 case.
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Cuty of Prichard, Alabame (Banksr. S.D. Ala.)

0 The municipolity was under significant financiol pressuve
regavding Uy operational budget and Uy pension reserves for
retired government employees: It wos aple to- revise Uy budget; so-
that Ut worlde no- longer operate at o deficit; but ot could not come
we withv the fundy to- pay Uy pension obligations. n the face of
Utigation from refivees, the municipality fued a chapter 9 cose.

Slerra Kiungy Healtin Core Dustrict (Bankr. E.D. Calif)

0 The municipality iy a local healtv care district Hhat owng and
operates o hospifol and o variety of healtiv clinics. It had varions
bonds and healtiv services poyments outstanding and could not
generote enoughh revene to- pay off these expenses.

Village of Washington Park: (Banks. S.D. W)

0 See deseription above under “Debt or payments related to- puplic
services or owed to- private Wtigants’.

Natehez Reglonal Medical Center (Banka. S.D. Mizs:)

0 The municipality B a hospital tihhat suffered a combiunation of
poor management, lossy of medical stoff from tire market anol o
existing copital and legal structure that prevented ot from
accessing the credit markets:

Sanifowry ond lmprovement Dutriet 452 of Dovglasy County, Nebroaska
(Bankr. D. Neb:)

0 The debtor’s ovly means of generating revenue W to- levy taxes. Of
the four buildable Loty subject to- e debtor’s taxing auntihority,
thwee are vacant; so-the valuation of the real estote, and tire
resudting tax revenunes, are less than Uf the Loty were oceupied
The lack of revenune cavsed the municipolity to- fle a chapter 9
cose.

Sanitonry ond lmprovement Dstrict No: 251 of Sowrpy Covnty (Banksr. D.
Neb-)
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0 The municipality woas formed to- develop a residential commumnity
and to- provide variowsy public services: Of Uy 327 lots, 93 are
undeveloped, leading to- a lower-than-expected tax base. The
construction fund warrants and bonds, but U was unable to-
generate enough revenue, becaunse the lack of development of Uty

Sanitowry ond lmprovement Dutriet 509 of Dovglasy Covnty, Nebroaska
(Bankr. D. Neb-)

0 The municipality W a residentiol development located northwest
of the City of Omalra in Douglay County, Nebraska. Of Uy 436
lots, ondy 80 have completed hhomes, leading to- a lower-than-
expected. ta base. The municipality owed significant amownts of
nterest one Uy covstruction fund warrants, but i was unable to-
generate enough revenue, becaunse the lack of development of Uty

New-Yovk City Off-Track Betting Corpovation (Banksr. S.D.N.Y.)

0 The municipality's declining revenune and ohligation to- make
stotutoridy -requived payments to- government and. inoustry
poirticiponty led to- insolvency.

Town of Moffett (Banksr. E.D. Okla:)

0 Municipality claimed that Uy deceased mayor had inewrred, on
the town's belhalf, more debt than the town had previouwsly been
awore of: The largest wnsecwred creditor b the IRS, undicating
Hiat the back~taxes described un the sumumary of the towws 2006
bankruptey may stUL be an Usune. No-otiver description of
usolvency hay been provided un tie docket yet:

Westfall Townsinip (Banks. M.D. Penn)

0 See description above under “Debt or payments related to- puplic
services or owed to- private Utigants’.
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. Grimey Covunty Mundeipal Utility Dutrict Now 1 (Banksr. S.D. Tex:)

0

The municipolity was created to- service He development of horse
stables, a golf conrse, clubouse and harness racing facilifies and
was aunthorized to- levy a property fox to- fund Uy operotions. The
mundeipality Bsued water and sewer bonds un 1974 to- finance
boankruptey and operation of the golf cowrse, stables and harness
development: Ay o resudt; the tox base was nadequate to- fund
the operation of the municipality and debt of $1.86 million from
the 1974 Bsunance of woter and sewer reveniie bonols.

. Lot Rivery Dutriet Hospital (Banks. D. lda.)

0

This case way flled due to- e tHureatened shutdlow of the
municipality by the RS for delinguent payroll taxes. The
poyroll tax shortfally oceurred becaunse tire Federal Social Security
Administration discovered Hat there had beew overpayments to-
the municipality for Medicare reimbursements. The Social
Secwrity Administrotion cuartaided furtiver Medicare payments
uwntil the overpayments had been recouped. Duwring Hhis time the
mundedpality’s casi flow was greatly mpaired, and o was wnabple
to- pay poyroll tax deposity to-the IRS and the ldajo- Tax

. Covuwnector 2000 Assotiotion, Ine. (Bankr. D.S.C.)

0

The debtor Bsuned over 3200 million of toll road revenune bonds to-
funance the construction of a 16 -mile toll road. Traffic on tie
toll road was supstontiolly lower than expected, leading to-
reduced revenues. Accordingly, the debtor was wnable to- pay the
debt oweds Un connection withv iy revenune bonos.

. Loke Lotowana Community lmprovement Distriet (Banksr. W.D. Miss:)

0

The municipality was created for Hhe purpose of funding He
covstruction of infrastructurre to- permit commerciol and
restdential development un Hhe mundicipality, nclnding tive
funding of a wastewonter treatment plant and necessory gotivering
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of travumission lines for the plant. To raise the funds necessary
to- build the wastewater treatment plant; the municipality ussued
bondy un 2006 and 2007 un the totol amouwnt of $8,850,000.
Development within the district wos slow- due to- tihe collapse of
e real estate market ond credit mavkets ano unsinfficient

foxes: The rasudting lack of revenue left the municipolity unable
to- poy the existing bond ohligations.

Sonditory and lwmprovement Dtrict No- 507 of Douwglas Covnty, Nebraska

(Bankr. D. Neb:)

0

The municipality was formed to- develop a residential commumnity
and to- provide variowsy public services. Of s 172 lots, 133 ave
undeveloped, leading to- a lower -than—-expected taw base. The
constrction fund wavrandts, but it was unable to- generate enougiv
revenue, becavse the lack of deselopment of Uy Loty led fo- ane

Sonditowry and lmprovement Dtrict No- 528 of Douwglas Covnty, Nebraska

(Bankr. D. Neb:)

0

The municipality was formed to- develop a residential commumnity
and to- provide voritowsy public services. Of Uy 391 lots, 357 are
undeveloped, leading to- a lower -than—-expected taw base. The
constrction fund warrants, but it was unable to- generate enougiv
revenue, becavse the lack of deselopment of Uy Loty Led fo- ane

Bowse County (Bankr. D. ldo.)

0

Funancial problems resudted from a developer’s judgment against
the County for violating the Fair Housing Act when dealing with
o proposed treatment center for troupled teens: In e face of a $4
milliow settlement and attorney fees, totoling $5.4 million,
approximately two-thirds of Uy annunal budget; tive municipality
filed. Uty chapter 9 case. The covurt determined that the Cownty
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M not meet the statutory defunition of “unsolvent’ and dismissed
the case.

Sonditowry and. lmprovement Dtrict No- 517 of Douwglas Covnty, Nebraska

(Banks. D. Neb?)

0

The municipality woas formed to- develop a residential commumnity
and to- provide variows public services. Of Uy 107 loty, 78 are
undeveloped, leading to- a lower-than—-expected taw base. The
constrction fund warvrants, but it was unable to- generate enougiv
revenue, becavse the lack of deselopment of Uy Loty Led fo- ane

Suffolk Regional Off-Track Betting Covporation (Banks. E.D.N.Y.)

0

The municipality’s revenunes decirreased due to- a decline of more
than $103 million (10%) v horse racing bety placed over the post
fve years, resudting un deficity un net revenune from operations: |l
for broadeast righty and cash-flow- problems in meeting
statutordy -requined poyments to- government and uindustry
porticipants, leading to- isolvency.

Central Fally, Rivode [dand, (Banks. D.R.I.)

0

Unfunded pension and refiree healtiv benefit opligations, conpled
withv a declining tow bose, resudted in tive State's appointment of a
recever and wltumately a chapter 9 fling to- force negotiations
over puplic employee benefits: The negotiationy resudted un an
agreement on o new- contract for public employees, but
negotiations over retree benefuty have not been successful, and tire
retiree’s are challenging the city's eligiblity to- fle for
bankruptey.

City of Havrrishirg, Perwusylwondo (Bankyr. M.D. Pa.)

0

The City of Harrlshurg ssuned a flrst position guarantee (backeo
by a second position guarantee by Daupivin County, Pa. for o
portlon, and a hird positlon guarantee by Assured Guarontee
Mundleipal, of Hie entire debt) of revenune bonds and other
obligations Bsumed by The Harrishurg Antivority fo- refrofit a 35~
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year old woste—to—energy faclity. After negotiationy over a plan
wutlally developed by a State-appointed Plan Coordinator failed,
the City Council avnthorized the City to- fle a chapter 9 petition,
and Covneil’y attorney flled the petition on behalf of tie City.
The Mayor opposed the petifion. The bankruptey covrt
determined that the City Council way not aunthorized to- flle the
case withhout the Mayor's concrrence.

Jefferson Covnty, Aloaboma (Banks. N.D. Ala.)

0

The County uncwrred approximately $3 billion un debt from
covstruction of a sewer system. A deal under wirich bondiroloery
wowld have forgiven $1 billion and cownty residents would hare
pald higher sewer fees falled wiren the Alabama Leguslature did
not pass necessory umplementing leguslation.



