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OQUTCOVES OF CHAPTER 11 CASES: U.S. TRUSTEE DATABASE SHEDS NEW
LI GHT ON OLD QUESTI ONS

| . I ntroduction

Policy makers and commentators frequently remark on the |ack of
systematic, detailed, statistical information about the fate of entities in
chapter 11.% Even very basic facts such as the proportion of cases
confirmed, converted, or dismssed, and the tine intervals between filing
and these three outcones, have not been readily accessible.

Here we present a brief first | ook at data obtained fromthe Fee
| nformati on and Col | ecti on System (FI CS) dat abase nmi ntai ned by the
Executive Ofice for U S. Trustees (EOQUST) to support the U S. Trustee
Program s collection of quarterly fees fromchapter 11 cases.¥ The FICS
dat abase is the nost reliable and conprehensive single source of basic
i nformati on about chapter 11 cases that we have seen. The FICS database is
updated nonthly with case information transmtted fromeach Region. W
anticipate that analyses of the data in FICS will be of considerable
utility in answering a nunber of practical questions about chapter 11
i Ssues.

We have begun to conpare the data in FICS with the sane fields in the
bankruptcy data conpiled by the Admnistrative O fice of the United States
Courts (AQUSC). The congruence of the two data sources has been
encouragi ng. For exanple, FICS contains data on 131,089 chapter 11 filings
bet ween January 1, 1989 and Decenber 31, 1995. The AQUSC data show 129, 304
chapter 11 cases for the sane period, excluding filings from Al abama and
North Carolina.?¥ Part of this 1.4%difference is due to the inclusion in
FI CS of cases that were converted into chapter 11 from other chapters.

YA views expressed in this article are those of the authors, and do not
necessarily represent the views of the Executive Ofice for United States
Trust ees

ZFor recent exanpl es see Report of the National Bankruptcy Revi ew Comi ssion
(1997), at 308-309, 610-614, 646-649; Jennifer C. Frasier, Caught in a Cycle
of Negl ect: The Accuracy of Bankruptcy Statistics, 101 Com L.J. 307 (1996)

Y& eat credit is due to Santal Manos and others within the EOUST for creating
FI CS during 1996 and 1997 from data previously unavailable in a single source.
Many data sources that serve adninistrative purposes do not achieve their
research potential, generally because the data are either inconplete or it is
archived fromthe database

YFI CS does not contain information on cases filed in the six
judicial districts in North Carolina and Al abama, which are not
within the U S. Trustee Program but rather are served by

Bankr upt cy Adm ni strators.



1. Overview of Qutcomes

OUTCOMES OF CHAPTER 11 CASES Figure 1 shows that about 70% of
{ORIGINALLY FILED 1/89 THROUGH 12/95) the FICS chapter 11 pie for cases
CLosen. mepoemon L CAsEs 1 filed between 1989 and 1995 contains

STILL OFEN [1.96%0)

two equal pieces: 35.3%of the cases
were di sm ssed and 35. 4% were
converted. Confirned cases conposed
approximately 26% of the total, two
percent of the cases remai ned open as
of 12/1/97, and the remaining 1.4%
are reported by FICS as cl osed by the
court but wi thout further
specification as to outcone.

CONFIRMED [25.24%)]
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[11. Confirmati on Rates

Heret of ore, the nobst conprehensive source of information on national
confirmation rates of cases of all sizes was a 1989 report by the AQUSC on
cases filed in 15 judicial districts between 1979 and 1986.% Two sali ent
facts about confirmation rates energed fromthat study: first, the
esti mated annual confirmation rate over the sanpled period was 17%

Second, a trend of increasing annual confirmation rates was apparent
bet ween 1982 (13% and 1986 (22% . This led to the prediction that
confirmation rates would continue to rise during the 1980s.

We are now able to continue the tinme series of annual confirmation
rates using FICS data. The graph in Figure 2 shows the rates fromthe
AQUSC study for 1979/80-1986 and from FICS for 1989-1995.¢ The nati onal
trend evident in the AOQUSC data has been sustained in the FICS data. The
average annual confirmation rate over the period neasured in FICS,
approximately 27% is about twice the rate that was achieved in the early
1980s. The data for 1989-1995 include m nor adjustnents to include expected
future confirmations of cases that are still open and cl osed cases for
which FICS did not report the disposition.

YEd FI ynn, Statistical Analysis of chapter 11 (Cctober 1989)

YW onitted FICS data for 1987-1988 because information was nissi ng on a
substantial number of cases filed in those years. Note that all

per centages are based on raw filings; substantive and

adm ni strative consolidations are not accounted for. This has the
effect of increasing the confirmati on percentages across the
board, because | arge cases, which are nore likely to conprise
multiple filings, are also nore likely to confirm See n.8 bel ow.



ESTIMATED CONFIRMATION RATES™
CHAPTER 11 CASES FILED 1979 - 1995
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The strong national trend toward increased chapter 11 confirmation rates
requi res substantial analysis and interpretation to discern its causes.
Sonme of the required additional information will be available in FICS, sone
will require linking FICS data with AQUSC dat abases, and sone will require
devel opi ng new dat abases gat hered from di verse sources.

V. Intervals fromFiling to Confirmation

In addition to a higher than
expected confirmation rate, the FICS data FILING TO CONFIRMATION INTERVALS
show a clear trend toward faster CASES CONFIRMED 1589 - 1997
confirmations in chapter 11 cases.

Figure 3 displays the 20", 50'", and 80'"
percentiles of the distribution intervals
fromfiling to confirmation for cases
that were confirmed from 1989 to 1997.
Viewed fromthis national perspective,

t he greatest changes have taken place
anong the cases slowest to confirm e.g.,
t hose at the 80'" percentile of each
annual distribution. Wile intervals at 1
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decreased by about 37%Z

7 Smal | proportions of open cases in recent filing years will confirm and
t hereby cause the medi an and 80" percentile nunbers for these years to
i ncrease slightly. These confirmations will not significantly change the

trends or percentage changes displayed in the graph



It is one thing to describe the trends toward nore and faster
confirmati ons, and quite another to explain them Bankruptcy experts
doubtl ess will have strong opinions about why chapter 11 cases are
confirmng faster and at a higher rate. These opinions should be treated
as hypotheses to test with objective informati on and anal ysi s.

The increasing speed to confirmation on the national |evel needs to be
di saggregated in several ways. W need to know, for exanple, how
confirmation speed varies with the size of the case; there are good reasons
to believe that |arger cases are nore likely to confirmand al so nore
likely to confirmaquickly than are snaller cases.? W also need to study
how confirmation rates and intervals vary anong judicial districts, U S
Trust ee Regions, and by assigned bankruptcy judge to assess the influence
of local practices and to identify best practices wherever they nay be
found.? For exanple, prelimnary analysis shows that the confirmation
rates range from 13%to 38% anong the 21 U S. Trustee Regions, and from
7.4%to 59. 2% anong t he bankruptcy judges who handl ed at | east 200 chapter
11 cases between 1989 and 1995. Further, the average tinme fromfiling to
confirmation varied from 478 days to 860 days anong the U.S. Trustee
Regi ons, and from 292 days to 1,092 days anong the judges who have had nore
than 100 Chapter 11 cases confirm since 1989.

V. Intervals fromFiling to D smssal or Conversion

Confirmation is not a necessary condition for success in chapter 11
Di smissal sonetinmes follows a successful accommobdati on between a debtor and
its creditors without the need for a court-approved plan of reorganization.
It is also clear that noving appropriate cases quickly fromfiling to
di smi ssal or conversion into chapter 7 is a per se benefit in terns of
judicial adm nistration, a reduction in the length of the queue for other
cases awaiting judicial action, and a quickening of the tine required for
creditors to gain liquidation value fromthe bankrupt estate.

The FICS database allows us also to assess trends in the durations
fromfiling to dismssal or conversion. The next two figures show these
trends at the 20'", 50'", and 80'" percentiles for cases converted or
di sm ssed from 1989 to 1997

§’Larger cases are likely to have nore experienced counsel, are nore likely to
have active creditors’ comittees, nmay be able to present truly feasible

pl ans, and are nuch nore likely to be pre-negotiated or pre-packaged. For
reasons expressed in text and the next note, these factors need to be
considered also in light of “local legal culture” i.e. salient traditions of

t he bankruptcy bench and bar in different districts.

Y The difference in speed to confirmation for very large cases is quite

stri king when, for exanple, New York Southern is conpared with Del anware (the
primary venues of very large cases). Sone but not all of this difference is
due to the greater preval ence of pre-negotiated and pre-packaged bankruptcies
in Del aware. See Gordon Bermant, Chapter 11 Venue Choice by Large Public
Conpani es, Federal Judicial Center (1997)



FILING TO CONVERSION INTERVALS
CASES CONVERTED 1989 - 1997

[z st FASTER THAN =]
ETE ET3

714
i

530

e

=

-

k- 509 FASTER THANW |

342 23
295 o a0z

(5]
(=1
(=1

330

134 137 144

112 13

= =]
(=1 [=1
(=1 =1

—=

0 t t t t t

INTERVAL FROMFILING TO CONVERSION

1323 1930 1331 1992 1332 1954

1935 1936 1337

YEAR OF CONVERSION

800 —&

FILING TO DISMISSAL INTERVALS
{CASES DISMISSED 1989 - 1957)

€00

400

205

200

DAYS FROMFILING TO DISMISSAL

t t t t t t t t t
1985 4930 1991 1332 1393 1994 1995 49896 1997

YEAR OF DISMISSAL

As was seen with the interva
intervals fromfiling to conversion or disn ssa
consi derably over the | ast eight years.
case disposition times during this period occurred during 1990-1991,

from 1995 to 1997

The followi ng table summari zes the percentage reductions from 1989 to

between filing and confirmation,

Most

t he

have al so shortened

of the overall inprovenent
and

1997 in the intervals fromfiling to each type of term nation

PERCENTAGE REDUCTION IN THE INTERVAL FROM FILING TO TERMINATIO
(CASES TERMINATED IN CALENDAR YEARS 1989 AND 19!

TERMINATION OUTCOME OF CASE

PERCENTILE | CONFIRMED | CONVERTED | DISMISSED
20TH 18% 23% 47%
50TH 27% 23% 44%
80TH 37% 20% 41%

The graphs and sunmary tabl e show unequi vocal |y that

term nations of all types
they did eight years ago.
| ocal variations.
district,

Thi s

as have been published recently,

particularly di sm ssals,
is a nationa

now occur faster than

trend that no doubt has many
Attributions of causality for these reductions in any
need to be evaluated in |Iight of




the larger national trend.
VI. Concl usion

Information in the FICS database will advance the understanding of the
course of Chapter 11 cases through the bankruptcy systemin recent years.
We have nuch to do to derive all possible benefit fromthis useful source.
During the next several nonths we wll refine our analyses of the FICS
dat abase, explore the opportunities and challenges of linking FICS data with
ot her bankruptcy data sources, and explore ways to make nmuch of the FICS
data available to other analysts. |In the neantinme, we wel cone
correspondence fromthe readership of the ABI Journal about our prelimnary
fi ndi ngs.

W gee e.g. Sanuel L. Bufford, Chapter 11 Case Managenent and Del ay Reducti on:
An Enpirical Study, 4 Am Bankr. Inst. L. Rev. 85 (1996); Marcy J.K Tiffany,
A Study of Chapter 11 Confirmation Statistics; Central District of California,
Los Angeles Division for Cases Filed in 1994 (unpublished study on file with

t he EQUST).



