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The rationale [...] which supports the prohibition of execution upon
municipal property is that a municipal corporation, unlike private
corporations, is both a public and political body, clothed with exclusive
civil authority and political power and possessing the responsibility to
provide security for the lives and property of a great number of persons.
To carry out these responsibilities, amunicipal corporation must possess
physical assets such as buildings, waterworks, fire engines, police cars,
etc. Such property is held for public, and only public, purposes, and to
allow such assets to be executed upon would impair the municipality’s
ability to carry out its duties. The purpose of the rule is to protect
municipal property which the municipal corporation needsto perform the
functions for which it was created; the rationale for the rule being that
certain physical assetsare necessary to enablethe municipality to perform
these functions.20
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wasted in the payment of court costs, etc., and it soon would be without meansto carry
on its governmental affairs. We are unwilling to concede that a right, the exercise of
.which might be fraught with such consequencesto acity, existsin favor of itscreditors”
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“Bankruptcy does not represent asensible national policy for dealing with the : 233271
fiscal problems of municipalities. Many large municipalities in this country are in
serious trouble. The basic reasons are: an increasing welfare burden, high
unemployment and the steady flight of middle class taxpayers and business which has
eroded the city’s tax base [...] Bankruptcy provides no answer to the root causes of
municipal fiscal troubles or the problems of mismanagement. In fact, bankruptcy, with
itsuncertainties and stigma, may well aggravate these problems’ (H.R. Rer. No. 94-686,
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However, the bankruptcy process provides no solution to a major city facing a long
term, endemic problems involving erosion of its tax base, loss of manufacturing jobs,
and a decaying infrastructure, all of which require, in addition to substantial cash,
significant structural changes and long term programsthat are well beyond the scope of
chapter 9.” Economic Distress in Our Cities: Bridgeport Connecticut, Field Hearing
Before the Committee on Banking, Finance and Urban Affairs of the House of
Representatives, 102 Congress, 2nd Session 161-162 (1992) (Statement of Richard
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Aswe measureit, acity’s fiscal health, standardized or actual, depends
on economic, social, and institutional factorsthat arelargely outside the
city’s control. Poor fiscal hedth is not caused by poor management,
corruption or profligate spending, and acity government’ s ability to alter
the city’ sfiscal hedlth is severely limited.4®
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CHARLESD. LINER, STATE AND LOCAL GOVERNMENT RELATIONSIN NORTH CAROLINA, 119
.THEIR EVOLUTION AND CURRENT STATUS 75 (2nd ed. 1995)
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RICHARD P. LARKIN & JEFF SCHAUB, STATE OF NORTH CAROLINA LOCAL GOVERNMENT 121
.("wY*s N”17” : 121%) COMMISSION CREDIT ENHANCEMENT PROGRAM REVIEW 4 (1999)

.245'm¥2,91 w71 9°¥% Kloha, Weissert, Kleine 122

“Whilethe LGC’s power to :13% [71777 °792nn .5-4 'nya,121 w73 995 ,wwd 1717 123
exercisefinancial control isvery substantial, itisthe LGC' songoing fiscal surveillance
program that prevents fiscal stress from becoming a crisis for local governments in
North Carolina[...] The proactive involvement of the LGC is, perhaps, the real reason
.for the Commission’ ssuccessin fostering good financial operationsin North Carolina”
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The frequency and thoroughness of review by the LGC, coupled with its
record of assuming fiscal control before stress leads to crisis, provides
additional credit strength to most local issuers. In recognition of this
“credit firewall,” Fitch IBCA will grant credit enhancement of oneto two
notches on debt rating below “AA” for local government issuers under
the supervision of the State of North Carolina LGC.125
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Kieran Beer & Stanton ;245 'nya ,91 w”n 2°v% ,Kloha, Weissert, Kleine 03 X7
Michael, Q&A: Fitch IBCA Sudies Itself, and Keeps Questioning Its Industry;
.Interview, THE BOND BUYER, May 27, 1999 at 38

.1/y2,121 7R Y0 ,wose 77T 124

ANINA 7PYD D771 NIIDID LT WP TN ORIWKRT 1T N0 APK WD NN 125
“A special report released by Moody’s Investors : 11177 7°°X2 7112 N¥R 20D .A7EN
Servicelast week found the credit outl ook for North Carolina’ s countiesto be favorable,
withitslocal governments experiencing stronger credit quality than othersinthe nation
as awhole. Sean O’Brien, an assistant vice president at Moody's and author of the
report, said therolethe state’ sLocal Government Commission playsin county finances
contributes considerably to their success. Although the LGC does not financially
guarantee local government debt commitments, it does provide active oversight of all
issuers in the state. Furthermore, if an issuer defaults, the LGC can take over that
government’s books, O'Brien explained.” Tedra Desue, Moody's. North Carolina
.Counties Come on Top, THE BOND BUYER, July 12, 2000, at 4
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N.C.DEP' T OF STATE TREAS., THE STATE TREASURE' SANNUAL REPORT FORFISCAL YEAR 126
2001-2002, 20 (2002); N.C. DEP' T OF STATE TREAS., THE STATE TREASURE' SANNUAL
REPORT FOR FISCAL YEAR 2002-2003, 35 (2003); N.C. DEP' T OF STATE TREAS., THE
NIN”37 .STATE TREASURE' S ANNUAL REPORT FOR FISCAL Y EAR 2003-2004, 29 (2004)
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Beckett Camarata, Identifying and Coping with Fiscal Emergencies in Ohio Local
Governments, 27 INTERNATIONAL JOURNAL OF PuBLIC ADMINISTRATION 615, 628
PENNSYLVANIA GOVERNOR'S CENTER FOR LOCAL X9 ,73°129°010 N1In ; (2004)
GOVERNMENT' S SERVICES, EARLY INTERVENTION PROGRAM GUIDELINES, available at:
MICHIGAN 91sT  ,1»w°n N1In1 s www.newpa.com/programDetail .aspx?d=98
.118 w71 °¥% ,Fahim 03 177 ; LEGISLATOR, SENATE BILL 1064, 2002 M1. P.A. 408
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