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Over the past two years we have anal yzed nearly 4,000 no asset
chapter 7 cases filed in 84 districts nationwideZ. Qur research,
along with that of other researchers who have | ooked at a quantity
of chapter 7 petitions, has shown that the typical chapter 7 debtor
has a relatively | ow incone, and has relatively high unsecured
debts, nostly credit card debt.

O course, not all debtors fit this general description. A
smal | proportion of debtors have rather high incones and/or enornous
debt levels. In this article we | ook at the extrenme cases from our
sanple -- the upper one percent of chapter 7 debtors based on
various debt, incone, and expense criteria.

The follow ng table shows certain key debt, inconme, and expense
figures at four |evels:
1. The average for all no asset chapter 7 debtors;
2. The nedian (50th percentile) for all no asset chapter 7
debt ors;
3. The cutoff point for inclusion in the top one percent.
Since we have a total of 3,893 cases in our sanple, this is
the val ue of the 39'" hi ghest case.
4. The average for the 39 cases that nake up the top one
percent in our sanple.

We did separate sorts to determ ne the top one percent of cases
in each of the eight incone, debt, and expense categories listed in
the table. Al though many cases were in the top one percent in nore
than one category, nearly 4% of our sanple cases nmade the top one
percent in at |east one of the |isted categories.

¥ Al views expressed in this article are those of the authors,
and do not necessarily represent the views of the Executive
Ofice for United States Trustees or the Departnent of Justice.

ZQur studies do not include any cases filed in Al abama and North
Carolina, which are served by Bankruptcy Adm nistrators.



ALL DEBTORS ALL DEBTORS UPPER 1% UPPER 1%
CATEGORY AVERAGE VEDI AN ( THRESHOL D) AVERAGE
SECURED DEBT $38, 760 $9, 500 $268, 299 $477,176
PRI ORI TY DEBT $2, 528 $0 $44, 562 $156, 498
UNSECURED DEBT $40, 564 $23, 628 $277, 933 $828, 155
TOTAL DEBT $82, 852 $44, 377 $515, 376 $1, 116, 527
GROSS | NCOVE $27, 324 $23, 484 $93, 852 $132, 588
ADJUSTED GROSS $26, 592 $23, 040 $87, 996 $124, 236
| NCOVE¥
NET | NCOVEY $21, 444 $18, 672 $70, 884 $111, 252
TOTAL EXPENSES $24, 324 $21, 228 $81, 540 $139, 344

Aver age debt |evels for the upper one percent of cases were nore
than 12 tinmes the average for all debtors, and nore than 20 tines the
national nedian. Incone and expense |l evels for the upper one percent
were about five tinmes the national average and six tines the nationa
nmedi an. The large difference for the debt figures between the threshold
for the upper one percent and the average for the upper one percent
reflects the influence of a few cases with enornous debt. (For exanple,
one debtor reported nore than $7 nmillion in total debt.)

TYPE OF UNSECURED DEBT: The one percent of debtors with the highest
general unsecured debt accounted for about 20% of all reported unsecured
debt. If our sanple outliers are representative, the unsecured debt of

t he upper one percent nationwi de is about $8 billion per year. Although
all of the cases in our sanple were filed as non-busi ness cases, in 27 of
the 39 cases with the highest unsecured debt the majority of the debt was
busi ness-related. Usually the petition indicated that the debtor was
personal ly responsible for debts froma failed business. O the 12

remai ning outliers, 8 were the result of a deficiency or persona

j udgenent, and one each resulted fromnedical, credit card?, tax, and

¥ We define adjusted gross inconme here as gross inconme from
Schedul e | less alinobny and support paynents and busi ness
expenses reported on Schedul e J.

¥ Net incone is as reported on the bottomline of Schedule |

¥ The petition of the debtors who reported credit card debt as
t he hi ghest category nade interesting reading. Sonehow the
debt ors had nmanaged to incur over $237,000 in debt on 30 credit
cards. Both debtors had stable incones, and there was no



unknown debts.

Al t hough the 39 outliers had relatively high credit card debt
($32,051 on average), this category accounted for |less than 4% of their
total unsecured debt. Mich of the credit card debt reported by the
outliers was clearly incurred to subsidize the operation of a noney-
| osi ng busi ness.

OUTLI ERS BY STATE: Debtors filing in California constituted about one-
sixth of the cases in our sanple, but nearly one-third of the debtors
falling in the top one percent in the debt, incone, and expense
categories. Anong the 11 other states for which we reviewed at |east 100
cases, New Jersey had about twice the volune of outliers that would be
expected, while Indiana, Mchigan, and Chio had | ess than one-half the
outliers that woul d be expected based on the vol une of cases revi ewed.

TREATMENT UNDER MEANS TESTING At first glance, it m ght appear that,
under means testing as currently proposed, filings simlar to these
outliers would either be found abusive or converted to chapter 13. W
believe that this would be the outcone in only a small portion of the
cases and that nost would be allowed to remain in chapter 7. Many

i nvol ve debts arising fromthe operation of a business, so the nmeans
testing provisions would not be applicable. Ohers debtors would be able
to denonstrate an inability to fund a chapter 13 plan. O the renaining
cases sonme woul d exceed the chapter 13 debt Iimts so they would not be
candi dates for conversion, (but mght be forced into personal chapter 11
filings or out of bankruptcy altogether).

evi dence of serious medical problens or other catastrophe
affecting their famly. The husband had been a shoe sal esman for
17 years, and the wife had managed a restaurant for 7 years.
Their conbi ned take-honme pay was a little under $3,200 per nonth.
Schedul e B of their petition was probably one of the nore
detailed Schedule B's in the history of bankruptcy - listing such
itens as 250 books, 47 hand tools, 39 towels, 23 posters, 23

kni ck- knacks, 13 office supplies, and a basketball pole. Total
value of all the personal itenms |isted on Schedule B was only
about $4,000, so it was not clear how they had incurred the
remai ni ng $233,000 in credit card charges. Application of the
provisions in the proposed | egislation reveal ed that these
debtors would be eligible for chapter 7 under neans testing.



