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(Friedman) Octo.ber 14, 1975

STATEMENT RELATED TO NEW YORK CITY AND ECONOMIC POLICY
Iassigna high priority to the Government's di.fficult -- but essential --
duty to combat inflation while resisting pressures for greater spending.
America has reached a phase of development that challenges the philosophy of
spending that has grown for more that 40 years: that government can
-provide ever-increasing services, whether or not there is economic groﬁh,
and without regard to our ability to pay for such services.
Federal, State and local governments are being forced by reality to
re-assess their capacity to satisfy all desires. The time has come to
determine what services the cities, the States and.the. Nation can afford and

how to provide them as inexpensively and efficiently as possible.

I commend the efforts in New York City, by the Mayor, and by the Governox

of the State of New York to take tough but courageous decisions to maintain the

city's viability. I am delighted to see New York €ity moving in the self-reliant



direction of cutting its expenses to fit its income. After all, that's what you
and I have to do.

New York City is facing a time of reckoning. We have reached
the linxi'cé of uncontrolled spen&ipg, There is stark realization that
;:ommunities must bring. expenditures under control to remain solvent.
If cities and stateé can face up to the financial facts of life, even
bela’gedly, ‘how long can tile Congréss in Waghington continue deficit
spending without considering = the consequences?

The competitive techniques of the private sector make sense.
Let us gpply to Government what the free enterprise system teaches»

about fiscal responsibility, management, productivity, new technology,

and a willingness to cut frills to maintain vital functions.



Communities -- and the Nation -- can tap the great human resources
of the people -- giving new life to the spirit that built New York City
and built America. 'We have been losing our vital sense of community
as Government -- national , State and local --treats citizens like

_ does
dependent children and ]/ for people what responsible individuals can do
for themselves. This has hastened the loss of the sense of community,
. the sense of involvement, the sense of individual self-respect.

; favor indi';ridual rights -- and individual responsibilities.

I favor citizen participation in revitalizing our cities. I favor
local responsibi»lityA for local s.pending and an end to copping out to big
brotherism. It's a high time to stop the never-ending cycle of passing the
buck -- and siaending the bl?.Ck.

Just as America can mobilize its resources, talents, and self-

relianf qualities, pioneering a new and better way of life, so can New York.
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There are very compelling human needs involved in New York

City with extremely complex decisions to be made.

We are witnessing
a test of New York's greatness,

of New York's courage, and of New
York's determination.

I have confiderice in New Yorkers.

I am convinced that if New York takes the essential decision to
discipline its spending, and regain its viability and confidence, there

will be no need for Fedemrl intervention.

If New York can re-establish
. S £
its own credibility -- and I belive it can
A

—- the Federal Government surely
has a similar duty to its taxpayers and bondholders.

I want the Congress
to give a little more thought to those who fi

nancially support the
Government.
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The le.sson of New York City is that no government, just as no
family, can live Beyond its means for very long. There is a day of
reckoning. For a Nation, the reckoning can be temporarily postponed
by printing more money to cover debts. But that practice catches up and

forces citizens to pay the bill through higher Federal taxes or through

 the harshest tax of all, inflation. A city government cannot print money.

It' féges the discipline of the marketplace.

None of us wants New York to fail to meet its financial obligations.
New Ygrkers have created a great center of civilization, renowned throughout
the world as a sy;mfbol of Ameﬁca. But)as they gez_ak to get back on the right
financial pa’th) let us never forget what led that city to the brink. Let us
resolve that the rest of the United States learn from New York's tragic plight.

There is a growing tendency to view the problems of New York City
ina highly emotional way. At first, concern was properly centered on

L F0r,
G

what a default might mean for New York City itself and on necé;Ssary
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e
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steps vto avert default. Then concern focused on the financial stability of
New York State and state agencies. Anxiety escalated. We were told
that a default by the city could engulf other cities and states in financial |

chaos that could endanger national recovery. Now we are told that a

default by New York City could sweep the world. We are told that,
unless Washington intervenes, there will be a2 world-wide catastrophe.
Some of these predictions of gloom and doom may be based upon

true conviction. But others could be exploiting excessive rhetoric to whip

up public support for Federal intervention or to shift the blame for New

York's troubles to Washington.

us
Whatever the motives, the politics of panic do not serve/well.

To the extent that such pessimistic prophecies frighten the American

people, the situation is aggravated.

None of can know precisely what

1<
(more)



might occur in the event of a default. There are two aspects tolany
major financial revérsal: the financial and the psychological. If our
financial ma.fkets were confronted witha default and could deal with it
objectively, in a state of rélative calm, there is substantial reason to
believe .tha.t the challengerwould be met and that the essential services for
the pepple of New Y‘ork City would continue. If, however, we are driven
into panic, the situation wil; be much more dangerous for the nation as

a whole.

I see no reason for hand wringing and helplessness. I reject the
scenarios of negativity. Let us encourage apd commend the important
progrebss that hasvbeen made by the leaders of the City and State of New
York in coming to grips with their financial problems. I can ohly urge

those who engage in fearful predictions to heed the words of a f?%?w”o
' FAt] <

(= %
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Governor of the great State of New York some forty years agoé‘\:;‘:b&

"The only thing we have to fear is fear itself.”
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A BILL

To amend the Bankruptcy Act to add a new c:hapter thereto providing
for the adjustment of the debts of major municipalities.

Be it enacted by the Senate and House of Representatives of

the United States of America in Congress asserbled, That the

Banknptcy Act of 1893 (30 Stat. 544), as amended, is hereby amendad
to add a new Chapter XVI thereto reading as follows:

CHAPTER XVI - ADJUSTMENT OF INCEBTEDNESSES

OF MAJOR MINICIPALITTIES

JURISDICTION AND RESERVATION OF POWERS

SEC. 80l. (a) This Act and proceedings thereunder are found and
declared to be within the subject of bankruptcies and, in addition to
the jurisdiction otherwise exercised, ocourts of bankruptcy shall
exercise original jurisdiction as provided in this chapter for the
composition or extension of the debts of certain public agencies or
instrurentalities or political subdivisions. The court in which the
petition is filed in accordance with Subsection 804 (c) shall exercise
exclusive jurisdiction for the adjustment of petitioner's debts and,
for purposes of this chapter, shall have exclusive jurisdiction of
petitioner and its property, wherever located.

" (b) Nothing contained in this chapter shall be construed to ALl

. ; @

limit or impair the power of any State to control by legislation - o
: =

\s



or otherwise, any public agency or instrumentality or political
subdivision of the State in the exercise of its political or
govemrental Powers, including expenditure therefor; Provided,
however, that no State law prescribing a method of camposition of
indebtedness of such agencies shall be binding upon any creditor
who does not consent to such camposition, and no judgment shall be
entered under such State law which would bind a creditor to such

camosition without his consent.

DEFINITIONS

SEC. 802. The words and phrases used in this chapter have the

following meanings wunless they are inconsistent with the context.

practice law by any State ang includes a law
pal‘hleréhip.

(2) The term "clainm" means a demand for perfontance of an

| obligation to pay money, whether matured or umatured.

(3) The tem "camposition” means a Plan for payment of less
than the full amount of debts provided for by the plan,
with or without the extension of time for payment of

such debts, - 2 ‘°'?o( ki
(4) The term "court" means United States District Court =
EY
sitting in banknuptey, and the terms "clerk" and "judge” P
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shall mean the clerk and judge of such court.

(5) The temm "creditor" means any person who owns a claim

against the petitioner. With respect to such claims
‘owned by a trustee under a mortgage deed of trust,
or indenture, pursuant to which there are
securities outstanding, other than voting trust
certificates, the term “creditor". means only the
trustee.

(6) The term "lien" means a security interest in property,
a lien obtained on property by levy, sequestration
or other legal or equitable process, a statutory
or common-law lien on property, or any other variety
of charge against property to secure performance of

an obligation )

ELIGIBILITY FOR RELIFF
SEC. 803. (a) Any mmicipality with a population in excess
of 1,000,000 inhabitants is eligible for relief under this

chapter, if the mmnicipality is first specifically authorized

by the State. to file a petition initiating a proceeding under
this chapter.
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(b) Any public agency or instrurentality or political sub-
division subordinate to such municipality or whose responsibilities
are restricted to the geographical limits thereof, including incor-
porated authorities, commissions and districts, for whose debts
such mmicipality is not otherwise liable, is eligible.for relief
as a-separate petitioner in the same proceeding in which such
mmicipality seeks rel:.ef under this chapter if such agency, instru-
mentality or subdivision is not prohibited fram filing a petition by
applicable State law. |

PETITION; PROPCSED PLAN AND STATEMENT GF
REVENUES AND EXPENDITURES; FILING
SEC. 804. (a) Any entity eligible for relief under Section
803 may file a voluntary petition under this chapter. The petition
shall state that the peﬁtioner is eligible to file a petition,
that the petitioner is insolvent or unable to pay its debts as they
mature and that it desires to effect a plan of camposition or
extension of its debts. The petitioner sha.ll file with its petition

lists of claims outstanding and of persons who may be adversely

affected by the plan, as set forth in Section 809.
(b) a petition shall be insufficient to invoke the jurisdiction
of the court unless it is accampanied by (1) a good faith plan of
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composition or extension of debts which petitioner certifies is in
its view fair, equitable, feasible, and not unfairly discriminatory
in favor of any creditor or class of creditors and (2) a statement
of petitioner's current and projected revenues a.pd expenditures
adequate to establish that the budget of petitioner will be in
balance within a reasonable time after adoption of the plan.

(c) The petition shall be filed with the court in whose
territorial jurisdiction the mmicipality or the major part thereof
is located, and shall be accampanied by payment to the clerk of a
fili;lg fee of $100, which shall be in lieu of the fee required to |
be collected by the clerk under other applicable chapters of this

title, as amended.

STAY OF PmB\IGS
SEC. 805. (a) A petition filed under Section 804 shall operate
as a stay of the connencsment or the continuation of any court or
other proceeding against the petitioner, its property or any officer
or inhabitant of the petitioner, which seeks to enforce any claim

against the petitioner; as a stay of any act or the commencement or 4. "FOIQ\\
<

)
continuation of any court proceeding to enforce any lien on taxes |= @
w o

- o 2

or assessments, or to reach any property of the petitioner; and as L

a stay of the application of any set-off or enforcement of any
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counterclaim relating to any contract, debt.or obligation of the
petitioner. .

(b) Except as it may be terminated, annulled, modified, or
conditioned by the court under Subsection (c) of. this Section, the
stay provided by Subsection (a) of this Section shall continue until
the case is closed or dismissed 6r the property subject to the lien
is, with the approval of the ccurt, abandoned or transferred.

(c) On the filing of a motion seeking relief from a stay
provided by Subsection (a) of this Section, the court shall set a’
hearing for the earliest possible date. 'mé court may, for cause
shown, termminate, annul, modify or condition such stay.

| (d) The commencement or continuation of any act or procseding
other than described in Subsection (a) of this Section may be stayed,
restrained, or enjoined pursuant to Rule 65 of the Federal Rules of
Civil Procedure, éxcept that a temporary restraining order or prelimi-
nary injunction may be issued without compliance with subd1v151on (c)
<:;f that rule.

(e) No stay, order, or decree of the court may interfere with

(1) any of the political or governmental powers of the petitioner;
” Fﬁf;’a

X

i
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iyl



7
or (2) any of the property or revenues of the petitioner necessary
for essential governmental purposes; or (3) the petiticner's use
or enjoyment of any income-producing property. Provided, howeve;',
that the court shall enforce the conditions attached to certificates

of indebtedness issued under SSlsection 811 and the provisions of

the plan of compensaticn W\«J o WM

CONTEST AND DISMISSAL OF PETTTION

SEC. 806.(a) Any creditor may file a camplaint in the bankruptcy
court contesting the petition for relief under this chapter or stating
any objection he has to the plan. The camplaint may be filed at any
time up to ten days before the hearing on the confirmation of the
plan or within such other times as may be directed by the court.

(b) The court may, upon notice to the creditors and a hearhug
following the fiiing of such a complaint, dismiss the prooeeding'if
it finds that the petition was not filed in good faith, that it does
not meet the provisions of this chapter, that it has not been prose~
cuted with reasonable diligence, or that there is no substantial

likelihood that a plan of composition will be approved by the court.

NOTICES
SEC. 807 (a) The clerk shall give prompt notice of the commence-
ment of a proceeding under this chapter to the State and to the

Securities ard Fxchange Camissicn. As creditors ard other persons
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who may be materially and adversely affected by the plan are identified,
the clerk shall give such persons noticé of the cammencement of the
proceeding, a summary of the provisions of the pian and any proposed
modification of the plan, and of their right to request a copy of the
plan, or modification. A

(b) | The clerk shall also give notice to all creditors of the time
permitted for accepting or reject:iﬁg a plan-or any mdificétion thereof.
Such time shall be 90 days from the filing of the plan or modification
unleg,s the court for good cause shall set some other time. |

(c) The clerk shall also give notice to all creditors (1) of the
time permitted for filing a complaint objecting to confirmation of a
plan, (2) of the date set for hearing objections to such camplaint,
(3) Qf the date of hearing of a complaint séeking dismissal of the
petition, and (4) of the date of the hearing on confirmation of the
plan. |

.(d) All notices given by the clerk shall be given in the manner
directed by the court; however, the court may issue an order at any

time subsequent to the first notice to creditors directing that those

persons desiring written notice file a request with the court. If

the court enters such an ordér persons not so requesting will receivei

no further written notice of proceedings under the chapter. N -
(e) Cost of notice shall be borme by the petitioner, unless

. the court for good cause detemmines that the cost of notice in a

particular instance should be borme bv another party.



REPRESENTATION OF CREDITCRS

SEC. 808. For all purposes of this chapter any creditor may
act in person or by an attorney or a duly authorized agent or com-
mittee. Where any cammittee, organization, group, or individual
shall assume to act for or on behalf of creditors, such cammittee,
organization, group, or individﬁal shall first file with the court
in which the proceeding is pending‘ a list of the creditors repre-
sented, giving the name and address of each and describing the
amour}t and character of the claim of each; copies of the instrument
or instrurents in writing signed by such c:r.editors conferring the
authority for representation; and a copy of the contract or contracts
of agreement entered into between such cammittee, organization, group,
or individual and the repreéented creditors, which contract or 1
contracts shall disclose all campensation to be received, directly or
indirectly for such representation, which agreed campensation shall

be subject to modification and approval by the court.

LIST OF CLAIMS AND PERSONS ADVERSELY AFFECTED Z Fa,p\é‘\
SEC. 809. (a) The list of claims filed with the petition shall g =
) >
include, to the extent practicable, the name of each known creditor to Yo

be affected by the plan, his address so far as known to the petitioner,
and a description of each claim showing its amount and character, the

nature of any security therefor and whether the claim is disouted,
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contingent or unliquidated as to amount. Wij:h respect to creditors not
identified, the petition shall set forth the reasons identification is
not practicable, and shall specify the character of claim involved.
The list shall be supplemented as petitioner becomes able to identify
additional creditors. '

(b) 1If the proposed plan requires revision of assessments so
that the proportion of special assessments or special taxes to be
assessed against same real property will be different from the pro-
portion in effect at the date the petition is filed, the holders of
record of title, legal or equitable,' to such real pioperty shall be
deemed persons adversely affected and shall be similarly listed.

(c) The court may for cause modify the requirements of
Subsections (b) and (c) of thlS Section.

PROOFS OF CLATM
SEC. 810. Unless an objection is made by any party in interest,

the claim of a creditor that is not disputed, is established by the

list of claims filed pursuvant to Section 809. The court may set a [
date by which proofs of claim of unlisted creditors and of creditors ‘“?
whose listed claims are disputed must be filed. If the court does |
not set such a date, the proofs must be filed before the entry of
the order of confirmation. The clerk shall give notice to each

person whose claim is listed as disputed in the manner directed by

. the court.
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LEBT CERTIFICATES.

SEC. 8l1. During the pendency of a proceeding for a plun of
carposition or extension under this chapter, or after the confirmg-
tion of the plan if the court has retained jurisdiction, the court
may, upon good cause shown, authorize the petitioner to issue
certificates of indebtedness for cash, property or other considera-
tion, under such temms and conditions and with such security and
priority in payment over existing obligatiorxs as the court may
approve. Notwithstanding any other provision of law including
Section 819 of this chapter, the court shall have plehary juris-
dic;tiOn of any action which may be brought against petitioner to
enforce compliance with the temms of any such certificates of

indebtedness.

PRIORITIES
SEC. 812. The following shall be paid in full in advance of
the payment of any distribution to creditors under a plan, in the

following order:

® HFG,p
. Q S\
(1) The cost and expenses of administration which are f ‘lé
w v
[>) Fa
incurred by the petitioner subsequent to the N N4

/
!
\x

filing of a petition under Hﬁs chapter.
(2) Debts owed for services and materials actually
provided within four months before the date of the

filing of the petition under this chapter.
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(3) Debts owing to any person or entity, which by the laws
of the United States (cther than this Act) are entitled

to priority.

- PIAN CF ADJUSTMENT

SEC. 813. The plan of composition or extension sought under
this chapter may include provisions modifying or altering the right
cf creditcrs generally, or of any class of them, secured or unsecured,
either through issuance of new securities of any character, or other-
wise, and may contain such other provisions and agreements not
inconsistent with this chapter as the parties may desire, including’
provisicns for the rejection of executory contracts and unexpired

leases.

VOTING ON ACCEPTANCE CF PLAN
SEC. 814. (a) A plan of camposition or extension may be con-
firmed only if, of tﬁe creditors voting in writing to accept or
reject the plan, those holding two-thirds in amount of each class
materially and adversely affected have vbted to accept: Provided,
however, that no such acceptance shall be required fraom any class

which, under the plan, is to be paid in cash the value of its

claims or is to be afforded such method of protection as will,
consistent with the circumstances of the particular case, equitably

and fairly provide for the realization of the valie of its claims.
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(b) Unless his claim has been disallowed, any creditor who is
included on the list filed pursvant to Section 809 or who files a
proof of claim pursuant to Section 810 is entitled to vote to acoept
or reject a plan or modification thereof within the time set pur-
suant to Subsection 807(b). Claims owned, held or controlled by
the petitioner are not eligible to vote. |

(c) The holders of all claims regardless of the manner in
which they are evidenced, which are payable without preference out
of funds derived fram the same source or sources shall be of ane
class:. The holders of claims for the payment of which specific
property or revenues are pledged, or which are otherwise given
preference as provided by law, shall constitute a separate class or

classes of creditors.

[

(d) If any controversy shall arise as to whether any creditor
or class of creditors shall or shall not be materially and adversely
affected, the issue shall be determined by the judge, after hearing,

upon notice to the parties interested. ' : & c(}

MODIFICATION OF PLAN
SEC. 815. Before a plan is confirmed, changes and nodifications
may be made t‘:herein with the approval of the judge after hearing and
upon such notice to creditors as the judge may direct, subject to the.
right of any creditor who has i:reviously accepted. the plan to with-

‘draw his acceptance in writing, within a period to be fixed bv the
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judge, if, in the opinion of the judge, the change or modification
will materially and adversely affect such creditor; and if any
creditor having such right of withdrawal shall not withdraw within

such period, he shall be deemed to have accepted the plan as changed

or modified: Provided, however, That the plan as changed or modified.
shall comply with all the provisions of this chapter and shall have

been accepted in writing by the petitioner.

HEARING ON CONFIRMATION OF PLAN

SEC. 816. (a) Within a reasonable time after the expiration of
the time within thch a plan and any modifications thereof may be
accepted or rejected, the court shall set a hearing on the confirma-
tion of the plan and modifications, and the clerk shall give notice
of the hearing and time allowed for filing objections as provided in
Subsection 807(c). .

(b) Any creditor, or any other party in interest may file a
complaint objecting to the confirmation of the plan. The complaint
shall be served on the petitioner, and such other persons as may be
designated by the court, at any time prior to the date of the hearing
on confimation or such earlier date as the court may set.

(c) Before concluding the hea.ri.rig on confirmmation of the plan

thé judge shall inquire whether any person promoting the plan or
doing anything of such é nature, has been or is to.be campensated,
Jirectly or indirectlv, by both thé petitioner and any creditor,
and shall take evidence under cath to ascertain whether any such-

practice obtains. After such examination the judge shall make an
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adjudication of this issue, and if he finds that any such practice
obtains, he shall forthwith dismiss the proéeeding and tax all of the
costs against such person, or against the petitiorer, unless such
plan be modified within the time to be allowed by the judge so as to
eliminate the possibility of any such practice. '

‘(d) At the conclusion of the hearing, the judge shall make
written findings of fact and his conclusions of law thereon, and
shall enter a decree confimming the plan if he finds and is satisfied
that (1) it is fair, equitable, feasible and not unfairly discrimina-
tory+in favor of any creditor or class of c:‘reditors; (2) it cx:!rplles
with the provisions of this chapter; (3) it has been accepted by
creditors as required in Section 814; (4) all amounts to be paid by the
petitioner for services or expenses incident to the campositicn have
been fully disclosed and are reasonable; (5) the offer of the plan and
its acceptance are in good faith; (6) the petitioner is authorized by
law to take all action necessary to be taken by it to carry out the
plan; and (7) it appears from petitioner's current and projected reve-
nues and expenditures that the budget of the petitioner will be in
balance within a reasonable time after adcption of the plan. If not so
satisfied, the judge shall enter an order dismissing the proceeding. No
case shall be reversed or remanded for want of specific or detailed

findings unless it is found that the evidence is insufficent to support

/

one or more of the general fint'iings required in this section.

4y
gav

f‘l
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EFFECT CF CGNFH@'IATION‘

SEC. 817. (a) The provision of a oonfiﬁted plan shall be binding
on the petitioner and on all creditors, whether or not they are
affected by it, whether or not their claims have been listed, filed,
or allowed, and whether or not they have accepted the plan.

(b) The confirmation of a plan shall extinguish all claims
against the petitioner provided for by the plan other than those

excepted from discharge by the plan or order confirming the plan.

DUTY OF PETITIONER AND DISTRIBUTION UNDER PLAN

SEC. 818. (a) The petitioner shall comply with the provisions
of the plan and the orders of the court relative thereto and shall
take all actions necessary to carry out the élan.

(b) Subject to the provisions of Subsection (c), distribution
shall be made in écoordance with the provisions of the plan to
creditors (1) whose proofs of claim have been filed and allowed or
(2) w.hose claims have been listed and are not disputed. Distribu-
tion to creditors holding securities of record shall be made to the (/
record holders as of the date the order confimming the plan becomes “
final. ' |

(c) When a plan requires presentment or surrender of securities
" or the performance of any other act as a condition to participation
‘ 1der the plan, such aci’-_ion must be taken not 1atér than five years /éf)?o

after *he entxry of the orcer of confirmation. Persons who have rot | g /)

within such time presented ar surrendered their securities or taken
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such other action shall not participate in the distribution under
the plan. Any securitiés, monies, or other property remaining
unclaimed at the expiration of the time allowed for presentment or
surrender of securities or the performance of any other act as a
condition to participation in the distribution wnder a confirmed
plan shall became the property of the petitioner.

() The court may direct the petitioner and other necessary
parties to execute and deliver or to join in the execution and
delivery of any instruments required to effect a transfer of pnopérty
pursiant to the confirmed plan and to perform such éther acts,
including the satisfaction of liens, as the court may determine to be

necessary for the consummation of the plan.

RETENTION OF JURISDICTION
SEC. 819. The oourt may retain jurisdiction of a proceeding
under this chapter for such period as it determines is necessary to

assure execution of the plan.

REFERENCE OF ISSUES AND COMPENSATION
SEC. 820. (a) The judge may refer any special issues of fact
to a referee-in bankruptcy, magistrate or another special master
for consideration, the taking of testimony, and a report upon such
special issues of fact, if the judge finds that the condition of his

docket is such that he cannot take such testimony: without unduly de- %a

laving the dispatch of other business pending in his ocourt, and 12 !
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it appears that such special issues are necessary to the determina-
tion of the case. Only under special circumstances shall reference
be made to a special master who is not a referee in bankruptcy or
a magistrate., A general reference of the case to a master shall
not be made, but the reference, if any, shall be only in the form
of requests for findings of specific facts.

(b) The court may allow reasonable compensation for the
services performed by any such special master who is not a salaried
Federal employee, and the actual and neoeséaxy expenses incurred in
connection with the proceeding, inclﬁding campensation for sexvices.
rendered and expenses incurred in obtaining the deposit of securities
and the preparation of the plan, whether such work may have been done
by the petitioner or by cammittees or other i'epresentatives of credi-
tors, and may allow reasonable camensation for the attorneys or

agents of any of the foregoing: Provided, however, That no fees,

campensation, reimbursement, or other allowances for attorneys,
agenté, committees, or other representatives of creditors shall be
assessed against the petitioner or paid from any revenues, property,
or funds of the petitioner except in the manner and in such sums, if
any, as may be provided for in the plan of adjustwment. An appeal
may be taken from any order making such determination or award to
the United States Court of Appeals for the circuit in which the
proceeding under this chapter is pending, independently of other
areeals whnich mav be taken in the proceeding, and such appeal shall

be heard summarily.
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SEPARABILITY
SEC. 821. If any provisiocn of this chapter, or the application
thereof to any ‘agenéy, instrumentality, or subdivision is held invalid,
the remairﬁer of the chapter, or the application‘ of such provision to
any other agency or instrumentality or political subdivision lshall not

be affected by such holding.

s Fo

9 ®

< <
E4 o
5 z



THE WHITE HOUSE /

WASHINGTON

October 24, 1975

MEMORANDUM FOR: ALAN GREENSPAN
PAUL MacAVOY
THROUGH: PHIL BUCHEN l .
FROM: DUDLEY CHAPMAN [} &
SUBJECT: Rosenthal Request

The attached recommended responsé€ is based on the following
conclusions which reflect our various phone conversations and
my brief check of the files:

(1) The request literally extends to all factual and
analytical.material of an economic nature respecting the impact
of a default by New York, including materials generated outside
the CEA, and regardless of whether they are available publicly
or from other sources.,

(2) The request could be read to include some papers
containing internal advice to the President and his senior staff,
which clearly should not be made available,

(3) Apart from the Treasury studies, there is material
available in the CEA files that falls within the literal scope of
‘the request and which is not privileged. Examples from the
incomplete sampling I have seen or been told of include:

-- A statement in the form of a news
release by Frank Wille, Chairman of
the Federal Deposit Insurance Corporation,/qo
on ""The Potential Impact of a New York <
City Default on Nonmember Banks''.




-- Several statements in news releases by
Secretary Simon on New York's financial
situation.

-- Gopies of articles from scholarly
journals,

No complete search for such materials has been conducted, because

the material is not filed systematically and the process would be
burdensome to the staff.

(4) It is release of the material described in paragraph (3)
that is feared because it is incomplete and could give the impression
that the CEA relied on spotty or inadequate information. In my
opinion, the only way of meeting this is to explain that this acci-
dental collection of information does not represent a research
effort by the CEA. A second fear is the meagerness of material
on the question posed by Rosenthal. This reflects the policy
judgment of the Chairman which should be explained. The last,
bracketed, paragraph of my draft is illustrative only, based

upon what.I have been told, and should be redrafted in the Chalrman ]
own words.

(5) As to the Treasury studies that were actually used,
they can be made available either directly by the CEA or by the
Treasury. - In my opinion, given the context of a request for
economic data and analysis which has no aura of confidentiality,
if the CEA reply provides no documents at all, the effect could be
inflamatory. We are not presently faced with a subpoena, but
such a course would invite one. For this reason, I recommend
furnishing the Treasury studies directly from here. By directly
providing the information that was actually used, our reply would
be responsive on its face.

s F0)

#/ In either event, they must be screened by Treasury to exclud

GERAL,

confidential financial information and internal staff advice.

The same criteria used for processing Freedom of Information
Act claims should be used.



(6) As to the unsorted material described in (3), I
recommend that we provide whatever is readily available, which
is a more persuasive way of demonstrating its unimportance than
by giving reasons for not providing any. In addition, by giving
Rosenthal some but not all of these materials, it is harder for
him to criticize them for incompleteness. If he wants to make an
issue of it, we can search the rest of it out later. :

cc: John Davis




DRAFT

Dear Mr. Rosenthal:

This is in response to your letter of October 10 in which
you request that the Council of Economic Advisers furnish all
reports, surveys, analyses, memoranda, and/or other tabulations
relating to any aspect of the economic impact of default by New York.

The Council of Economic Advisers has kept in close contact
with this problem and I personally have devoted a great deal of
thought to the situation, with which I have a long-standing familiarity.
However, because the problems of New York City are, in the first
%.nstance, financial, responsibility for the staff work and the
monitoring function was assigned through the Economic Policy
Board to the Department of the Treasury at a quite ea;rly date.
The Council's interaction with this work has been largely through
my participation in the discussions of the Executive Committee
of the Economic Policy Board. As the Treasury's work proceeded
it was discussed in detail by this group. The bulk of my own efforts
has thus been an intellectual process not committed to paper.
' Because I found the Treasury's work to be adequate for what studies
were needed, the Council has not undertaken staff analysis of its own.
Copies of pertinent portions of the Treasury studies, omitting only

internal staff recommendations and confidential financial inform};,rfgf?a,;a
7o
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The Treasury studies represent all of our internally
generated research on the specific question to which you
referred. In addition, there is a constant flow of material
to the CEA, both through routine distribution by government
agencies and through unsolicited materials received from a great
variety of sources. This kind of material is screened by our
staff and used, if at all, as they see fit. Virtually all of this
material is available publicly or from other sources. Since
material received in this way is of uneven value and is not rélied
on for research material, there is no detailed and systematic
filing system that provides ready access to it. I have enclosed
a separate folder containing examples of such material that appear
to fall within the scope of your request.

[I should add that the studies we have generated and used
reflect my own judgment that the most important problem is
the implications for the national economy if the Federal Government
were to become involved in supporting the financial ohbligations of
deficit ridden local governments. */]

Sincerely,

Alan Greenspan

Benjamin S. Rosenthal, Chairman

Commerce, Consumer, and Monetary Affairs
Subcommittee

Committee on Government Operations

House of Representatives
Washington, D.C. 20515

%] This is not recommended language. The Chairman should explain
his views in his own words.



COUNCIL OF ECONOMIC ADVISERS
WASHINGTON

ALAN GREENSPAN, Crairman
PAUL W. MaAcAVOY ’
BUKTOM G. MALKILCL

October 20, 1975

MEMORANDUM FOR PHILIP BUCHEN
MAX FRIEDESDORF

The Treasury has received a similar request from

Congressman Rosenthal and is presently formulating a
response.

The CEA, for the reasons set out in the draft
letter, has no relevant staff work of its own. We
believe the attached draft is the appropriate response.

Qo e G

Paul W. MacAvoy
















Some items in this folder were not digitized because it contains copyrighted
materials. Please contact the Gerald R. Ford Presidential Library for access to
these materials.






























































