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Dawd Carrington

YES

Sandra Little Brown

YES

Joe Knight

YES

Jimmie Stephens

YES

George Bowman

NO

BANKRUP1

$4.23

billion: Jefferson County

collapse largest in US history

REACTION

Decision
called

frustrating,
inevitable

By Dawn Kent

dkent@bhamnews.com

From the political center
of Alabama to the suburbs
that surround Birmingham,
government and business
leaders reacted swiftly to the
Jefferson County Commis-
sion’s Chapter 9 bankruptcy
filing Wednesday, with
some expressing deep dis-
appointment in the move
and others calling it an inev-
itable conclusion to years of
financial tumult.

With the estimated $4.23
billion filing, Jefferson
County became the largest
municipal bankruptcy in
U.S. history, a stigma that
could reverberate around
the region when it comes to
job creation and future bor-
rowing.

Gov. Robert Bentley said
he was “extremely disap-
pointed” in the filing, which
followed months of intense
settlement negotiations that
involved him.

“We feel everything was
put into place to save the
county from bankruptcy
and to help the ratepayers
and keep this embarrassing
situation from occurring in
the state of Alabama,” the
governor said. “What we're
going to do now is to try to
control the damage to our
state . . .This should be just
limited to Jefferson County,
and I will try to keep this
from affecting other cities in
the state.”

Bentley said he met with
leaders of the Alabama

See REACTION, Page 6A
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Jefferson County Commission President David Carrington signs the Chapter 9 bankruptcy papers in his office
on Wednesday. The commission voted 4-1to file bankruptcy.

WHAT ISCHAPTER9?

The purpose of Chapter 9 bankruptcy is to provide a financially distressed municipality protection from
its creditors while it develops a plan for adjusting its debts. The next steps in that legal process include:
P> Notice of the filing is advertised in the federal register and a newspaper.
P> Creditors file any objections, and the court holds hearings.
P> The county develops its repayment plan.

P Creditors form a committee and make suggestions.

P The bankruptcy judge rules on the plan.

For more on Chapter 9, see Page 1B

Source: U.S. Bankruptcy Court
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By Barnett Wright

bwright@bhamnews.com

efferson County, facing $4.23
billion in debt and running
short of cash, gave up
Wednesday on reaching a deal
with its creditors and immedi-
ately filed the largest government
bankruptcy in U.S. history.

The 4-1 vote to seek protection
under Chapter 9 of the U.S. Bank-
ruptcy Code came on the 365th day
since the current commission took
office. That year was dominated by
sometimes frantic negotiations with
Wall Street banks that over the past
decade loaned and refinanced more
debt than the county had the ability
to repay.

Supporting the move were Com-
mission President David Carrington
and commissioners Sandra Little
Brown, Joe Knight and Jimmie Ste-
phens. Commissioner George Bow-
man voted no.

“Bankruptcy is sometimes a
measure of last resort,” Knight said.
“In my mind, we have reached that
last resort.”

At 4:29 p.m., moments after the
vote, county attorneys filed the peti-
tion in U.S. Bankruptcy Court for
the Northern District of Alabama.
Chief Bankruptcy Judge Thomas B.
Bennett will handle the case and set
a hearing for 10 a.m. today.

Late Wednesday, county attor-
neys filed a raft of documents, list-
ing nearly 200 pages of businesses
and individuals to whom Jefferson
County owes money. Those pages
carried the names of more than
5,000 creditors. The largest creditor
is JPMorgan Chase & Co., which
owns about $1 billion of the coun-
ty’s $3.14 billion debt for sewer con-
struction.

Besides the sewer debt, the
county owes $814 million in school-
construction debt and another $305
million in general-obligation war-
rants.

The bankruptcy decision came af-
ter commissioners spent about 11
hours over two days huddled be-
hind closed doors on the fourth
floor of the Jefferson County Court-
house in Birmingham with their
lawyers discussing legal options,

See BANKRUPTCY, Page 7A
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