




3 In fact more than a third of the debtors reported at least $10,000 in tax debts on Schedule E.

Business-Related Cases: Although all of the large debt cases were classified as non-business
cases,  the petitions showed that nearly three-quarters of them (26 of 35) were the result of, or
associated with,  failed businesses.  These high debt cases represented a wide variety of
businesses, including three construction firms, two trucking or transportation firms, a coffee
shop, a pizza parlor, a sandwich shop, a video arcade, a tanning salon, a furniture store, an
interior design store, a clothing store, a golf course, a car wash, an engineering design firm and a
real estate investment partnership.  For the remaining nine business related cases we could not
tell from the information in the petitions the nature of the business.

Although the cases all appeared to be business-related, the resulting patterns of reported debt
varied considerably.  Of the 26 cases involved failed businesses, 12 reported primarily general
business debts, 5 arose from deficiencies or foreclosures, 4 resulted from judgments, 3 were tax-
related,3 1 was based primarily on credit card debt , and one reported extraordinary student loans
(more than $400,000 in student loans to a debtor who opened a pizza shop).
 
The Remaining Nine Cases: Nine of the high debt cases did not appear to be the result of
business activity.  Four were caused by judgements resulting from auto accidents, one resulted
from a wrongful death suit, and  two other cases were the result of a personal judgement for
unknown causes.  In the remaining two cases, one consisted mainly of taxes owed by a former
movie producer, and the other was the result of medical bills incurred by a heart transplant
recipient.

Discussion: Any large-scale study of chapter 7 cases will include some large debt cases such as
those described above. In the context of consumer bankruptcy, various averages are used to make
estimates of the total impact of consumer bankruptcy.  While some researchers exclude outliers
from their studies, cases with the largest debt are often  included to calculate these averages.  
However, only a very small portion of the debt in these high debt cases was for goods or services 
associated with consumer activity.  For example, a good portion of the debt in these cases
consists of personal and business judgments.

In the six personal judgment cases, irrespective of the actions that led to these judgments,
information in the debtors’ petitions indicated that they had no capacity to pay them.  Five of the
debtors had gross incomes of less than $3,000 per month and rented rather than owned their
residence.  They were essentially judgment proof.  In some of the cases, the discharge of credit
card debt was a relatively small and secondary benefit of the discharge.


