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OPINION DATED SEPTEMBER 7, 1976, IN
ROPICO, INC, V, CITY OF NEW YORK, ET AL,,
S.D.N.Y.,'?S—CIV~6168

GAGLIARDI, D, J.

These two actions challenge the validity under
federal law of the New York State Emergency Moratorium
Act for the City of New York, 1975 McKinney Session Laws
(Extraordinary Session), Chapters §74, 875 {the "Mora-
torium Act"). Parties in both actions have cross—moved
for summary judgment. For the reasons stated below,
defendants' motions to dismiss the complaint are granted.

The Moratorium Act was enacted on November 14,
1975 at an Extraordinary Session of the New York State
legislature as part of a plan to avert the impending de-
fault by the City of New York on full faith and credit
obligaticns falling due in December of 1275, The Mora-
torium Act provides in essence that payment of principal
on short-tarm notes of the City otherwise due in 1975 and
1976 shall be suspended for three years, but that note-
holders have the right either (1) to exchange thelir notes
for longer term obligations of the Municipal Assistance
Corporation ("MAC") bearing an interest rate of at least
six percent per year Or (2) to obtain six percent interest
per year, plus any additional amcunt that may be held man-
dated under the federal or state constitutions on their
ex%sting obligations until the principal is repaid.

Plaintiffs are holders of New York City Revenue
Anticipation notes by their original terms due and payable

on December 11, 1975, Their complaints allege that the
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Moratorium Act is invalid under federal law because (1)

it impalirs the obligation of contracts 1in violation of

article I, section 10 of the United States Constitution,

(2) it deprives the noteholders of their property without

due process 1in violation of the Fourteenth Amendnent,

{3} it denies the notaholders access to the courts to

enforce claims for payment on the notes, and (4) it vio-

1ates Section 83(i) of the Bankruptev act, 11 U.5.C.

§403 (i), (now section 83 of the Act, 11 g.s.c. §403, P.L.

‘94-260 (April 8, 197¢) and Article T, section 8, clause
4 of the Constitution by prescribing a state method of

composition of indebtéedness. The amended complaint of

Ropico, Inc., plaintiff in 75 Civ. 6168, alsc claims that

the Moratorium Act violates the Equal protection Clause

of the Fourteenth Amendment DY arpbitrarily modifying the

rights of short-term City noteholders, while leaving un-

affected the rights of bondholders and other City credi-

tors, and that it violates Article IV, section 1, Clause

of the Constitution, which requires that a state give
£ull faith and credit to the "public acts" of every other

state. The cases Were argued together pefore this court

and are hereby consolidated for decision pursuant to

Rule 42(a) ., Fed. R. Civ. P.

shortly after thesa actions were filed the de-

fendants in both cases moved for a stay of further pro-

ceedings pending resolution of a state court action



raising essentially these same federal claims and addi-
tional claims based on the New York State Constitution.

Flushing WNational Bank v. Municipal Assistance Corpora-

tion for the City of New York, B4 Misc, 2d 976, 379 NWN.Y.S.

24 978 (Sup. Ct. N.Y. Co. 1975), aff'd, 52 App. Div. 2d

84, 382 N.Y.5.2d 764 (lst Dep't 1976) (the "Flushing Bank

case"). In that casé State Supreme Court Justice Harold
Baer held that the Moratorium Act does not viblate any
provision of federal law or the New York State Constitution.
His decision was unanimously affirmed by the Appellate
Division on May 4, 1976, and is now on appeal to the New
York Court of Appeals with argument scheduled for September
7, 1976.

In a memorandum ‘decision dated May 17, 1976,
this court denied defendants' motion for a stay on the

ground that the state law claims in the Flushing Bank

case were not susceptible to an interpretation that would
render a federal adjudication of the claims here unnec-
essary, and ruled that since the Moratorium Act is not a
statute of state-wide applicatien, it is not properly a

matter for a three-judge court, Ropico, Inc. v, City of

New York et al., F. sSupp. (s.D.N.Y. May

17, 1976). The partiles then cross-moved for summary judg-
ment, and the New York State Attorney General formally
intervened as a party defendant.! At the oral argument

on the summary judgment motions, this court on the record
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denied plaintiffs' motions for class gction certiﬁication2
on the ground that a class action in these cases is un-
necessary as a judgmént favorable to the plaintiffs will
affect the rights of all holders of City notes and thus
inure to the benefit of all others similarly situated.

Galvan v. Levine, 490 F.2d 1255, 1261 {2d Cir. 1973),

cert. denied, 417 U.S5. 936 (1974); McDenald v. McLucas,

371 F. Supp. 831, 833-34 ($.D.N.Y. 1974), aff'd without

‘opinion, 417 U.S. 905 (1974); Tyson v. New York City

Housing Authority, 369 F. Supp. 513, 516 (s.D.N.Y. 1974).

I. The Facts

The basic facts are not in dispute. The follow-
ing facts, set forth 'in defendants' ancontested statement
submitted pursuant to Rule 9(g) of the local rules aof this
court and other uncontested affidavits sﬁbmitted by the
defendants, are essential to an understanding of the legal
igsues involved in these lawsuits.,

Tn March and April of 1975 the City of New York
was unable to sell its securities in the public markets
and thus could not refinance its large short-term debt.

As a result the City faced the distinct possibility that
it would have to default on its obligations.

During the last few months of the fiscal year
ending June 30, l975,lthe gtate advanced $800 million to

the City. This advance consisted of funds which would not






