INTRODUCTION

Pur pose of the Study

The purpose of this study isto determine, insofar as possible, the role casino gaming
opportunities play in the incidence of Louisiana bankruptcy filings. The secondary purpose of this study
isto evauate the quantity of bankruptcy filingsin Louisanafrom 1990 through 1998, rdative to nationa
datigtics, and relative to other states with casno gaming.

Casinosfirg opened in Louisganain mid-

1994, and were present for afull year, for the first Figurel
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in 1997, than the nationa percent increase in bankruptcy filings. Louisana showed alessthan one
percent decreasein totd filingsin 1998, compared to a 2.7% increase in nationd filings.

Sianificance of the Study

Casino gaming locations increased more rapidly in the 1990s then in any other period of time.
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Prior to 1991, Nevada and New Jersey were the only states with legdized casno gaming. lowaand
Colorado ingtituted casino gaming in 1991, lllinocisin 1992, Mississppi and Missouri in 1993.

Louisana opened itsfirgt two casnosin 1993, added eight in 1994, two in 1995, and two in 1996 (one
of the origina casinos has closed, leaving atota of thirteen casinos open asthis report is being written).
Indiana opened casinosin 1996. All told, twenty-three states dlow casno gaming in commercid
casnos and/or triba casnos. While casinos are by far, not the first type of legdized gaming opportunity
in any of these states, casinos, aswell as horse or dog track racing, and jai da games, are viewed as
“major’ gaming fadilities rlaive to other types of gaming such as video poker, bingo, and the lottery.*

The sudden and sgnificant increase in bankruptey filingsin 1995, in Louisana, and acrossthe
nation, occurred at the same time Louisana and the nation were experiencing a sgnificant improvement
in the economy. The 1995 increase came on the hedls of two years of declining numbers of bankruptcy
filings. At the end of 1995 it was only natura for Louisanato question the relationship between casnos
and bankruptcy filings. In retrospect, looking at the trend linesin Figures 1 and 2, one is now more
likely to question the cause of the dip in filingsin 1993 and 1994.

In 1995, a study was done for the Shreveport Division of the Western Didtrict of Louisanato
determine if 1995 bankruptcy petitioners indicated gambling losses as a Sgnificant factor in the decison
to file for bankruptcy relief. In that study, the 2,399 petitions filed in the Shreveport Division were
examined in detall. Particular attention was given to the series of fifteen questions each petitioner

answered toward the end of the petition. Question number EIGHT specificaly asked about losses

1SMR Research, “The Persond Bankruptcy Crisis, 1997, Hackettstown, NJ, 1997.

2



experienced within one year immediatdly preceding commencement of each petitioner’s case.
Petitioners are asked to identify any lossesincluding fire, theft, and gambling losses. Petitioners are
asked to provide dl details surrounding any loss, including any insurance coverage of the loss.

This sudy examines the petitionsfiled in Figure3
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losses reported by the 1995 petitioners and the 1997 petitioners.

Research M ethods

Secondary research was conducted by gathering data from all available 1997 bankruptcy
petitions on file at the U.S. Court House in Shreveport and in storage & the National Archivesin Fort
Worth, Texas. Secondary research dso included aliterature search of publications pertaining to studies
done on changesin bankruptcy trends, causes of changesin bankruptcy trends, and publications
pertaining to trends in states with casno gaming.

Primary research was conducted by interviewing bankruptcy trustees and bankruptcy attorneys
in Louisana bankruptcy digricts.  The interviews were used to obtain anecdotd information. The
interviews were aso used to determine the impressons of these individuals as to the mgor causes of the
sgnificant increasein bankruptey filingsinthe date. Particular attention was given to trustees and atorneys
in the Western Didtrict, which showed the highest rate of increase between 1994 and 1997 - 99% -

compared to 86% and 64% in the Middle and Eastern Didtricts, respectively, as shown in Figure 3.



ANALYSISOF ANNUAL BANKRUPTCY FILINGSIN ALL THREE DISTRICTSOF
LOUISIANA OVER THE PAST TEN YEARSUP TO AND INCLUDING 1997

L ouisana Bankruptcy Trends Relative to National Bankruptcy Trends

Figure 4 shows the range of changesin

filings nationdly, compared to changesin Figure4
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during the same period. Table 1, in the Appendix 0

to this report, shows the state-by-state percent changes in bankruptcy filings between 1994 and
1997. The 23 gates with commercid (Comm.) and/or triba casno gaming are indicated to the right
of Table 1. Light-grey highlighted states had percent increases greeter than the average percent
increase. Eight of the 20 light-grey highlighted states had some form of casino gaming, asindicated in
the adjacent column. Figure 4 shows Hawaii with the highest percent increase. Oregon had the
smallest percent increase. LouisSanawas 2% higher than the nationa average increase, and 16%
higher than the nationa percent increase.

National L egalized Gambling Trends and Bankruptcy

Every date except Hawaii and Utah alows for some form of legalized gambling, including one
or more of the following: casinos, video gambling, lottery, bingo, horse racing, and/or dog racing.? A

study performed by SMR Research states that there is a demonstrated correlation between rapid

“Nationa Codlition Againgt Legdized Gambling, “Legaized Gambling Has Rapidly Expanded,”
www.ncalg.org, October 25, 1996.



growth and availability of legalized gaming and the rapid risein persond bankruptcies® SMR
andyzed thefiling increase rate in the 298 U.S. counties with “big ticket” legdized gambling forms
including casinos, horse/dog racing and ja da games, compared to counties without legdized

gambling. A criticism of the SMIR study points to the omisson of counties without “big ticket”

gambling, but with lotteries, charitable gaming, card rooms, and/or commercia bingo.* The SMR
sudy dso andyses counties with proximity to “big ticket” legdized gambling and uses Shelby County,
Tennessee as an example. According to the SMR study, Shelby County, Tennessee, with easy
access to 30 gaming halls and riverboat casnosin Missssippi, has the highest persona bankruptcy
rate in the nation - four times the nationd average® An article published in Industry Week dso
identifies place of residence as one of the most important considerations for those facing bankruptcy.®
The article points out the trend for more frequent bankruptcy filings by affluent individuds. The article
specifies easy credit as the basis for more people “ collgpsing under heavy debts”” The article goes
on to point out that place of residence isimportant in the incidence of filings due to Sate regulations
regarding the number of exemptions and collection practices. According to the author, “In

Tennessee, Georgia, and Nevada where collections agencies make life difficult for people who can't

3SMR Research, op. cit.

“Wythe, Keith, “Round Up the Usua Suspects: A Critique of the Alleged Link Between
Gambling and Bankruptcy in “The Persond Bankruptcy Crigs, 1997,” American Gaming Association,
August, 1997.

>SMR Research, loc. cit.
®Lynch, Kate, “Cloud of Debt,” Industry Week, Sept. 7, 1998 v247 n 16 p68(1).
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make payments, the bankruptcy rate is the highest.”®

Table 3, in the Appendix, shows Nevada, Tennessee, and Georgia with the highest number of
households per filing in 1998. The bankruptcy districts with the greatest percent increase between

calendar year 1997 and calendar year 1998 are shown below?®

Table 4 - Digtrict With Highest Percent Increasein Filingsfrom CY 1997 to CY 1998

Per cent Casino Gaming

District Increase in State
1. Hawaii 30.6% NO

2. Didtrict of Nevada 17.0% YES

3. Digtrict of Utah 15.2% NO

4. Didrict of Digrict of Columbia 14% NO

5. Didtrict of North Dakota 11.8% YES

6. Southern Didtrict of Forida 11.7% NO

7. Northern Digtrict of Horida 11.6% NO

8. Eagtern Didlrict of North Carolina | 11.5% YES

9. Middle Didtrict of Pennsylvania 11.5% NO

10. Eastern Didtrict of Washington 11.1% YES
11. District of Wyoming 11.1% NO

Four of the three states with casino gambling shown in Table 4, only have tribd casinos. Nevadais

the only state shown in Table 3 that has commercid casinos aswel astriba casinos. Florida does

8bid.

®American Bankruptcy Institute, “Bankruptcies Break Another Record in 1998, abiworld.org,
March, 1999.



have other “big ticket” legdized gaming locations including horse and dog racing and ja dai, and has

had these locations since before 1990. Utah, Washington, D.C., Pennsylvania, and Wyoming have

proximity to states with casno gambling.

Bankruptcy Trendsin Stateswith Casno Gaming

Figure5
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Figure 5 shows bankruptcy filing
trendsin states with casino gaming. New
Mexico had the highest rate of increasein
filings between 1994 and 1997. Oregon,
again, had the lowest increase infilings.

Rdative to other sates with casno

gaming, Louisanawas 10% higher than the average and 7% higher than the median. Table 2, inthe

Appendix, shows the detail for each of the 23 casino gaming states.



REVIEW OF THE DETAILED ANALYS SOF BANKRUPTCY PETITIONSFILED IN

1995 IN THE SHREVEPORT DIVISION OF THE WESTERN DISTRICT OF

LOUISIANA

Pur pose of the Study

The purpose of this study was to determine, insofar as possible, the primary reason for the
sudden increase in the number of bankruptcies filed in the Shreveport Divison of the Western Didtrict
of Louisanain 1995, compared to 1994 and 1993. The primary hypothesisto be tested was that the
sudden increase in bankruptcies was related to factors other than the availability of casno gaming 24
hours a day, seven daysaweek. A secondary hypothesis to be tested by a proposed telephone

survey of petitioners was that newly employed
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29% higher than the 1,863 filingsin 1994, as shown

inFgure 6. Non-agricultural employment in the Shreveport-Bossier City Metropolitan Statistical
Area (MSA) increased by 5,000 during the sx months in which the three riverboat casinos, in place
by September 1994, were being staffed.

Research M ethods

Secondary research was conducted by gathering data from al available bankruptcy petitions



onfile a the U.S. Court House in Shreveport. Secondary research aso included aliterature search
for publications pertaining to studies done on changes in bankruptcy trends, and publications
pertaining to bankruptcy in states with casno gaming.

Primary research had been proposed, but was not possible to be accomplished as designed.
A telephone survey was designed to poll arandom sample of 350 of the 1995 bankruptcy petitioners.
Upon generating two different random samples of the population in question, it was determined that
under 40% of the population <till resded at the address shown on the petition. Consequently, the
results of the intended survey would have been skewed and it was not performed.
Results

Each petitioner was asked to answer 15 questions toward the end of the petition, one of which
concerned losses from fire, theft, other casudties, or gambling, within one year immediately preceding
the commencement of the case, or since the commencement of the case. Of the 2,399 bankruptcy
petitions examined, 277 indicated some losses. Gambling losses were indicated by less than half of the
petitioners with losses. Of those indicating gambling losses, the average loss was $1,200. Other losses
included fire and theft. The primary hypothesis, that the sudden rise in bankruptcy filings was due to
causes other than gambling, appeared to be supported by thisfinding. Results of the literature search
as0 supported the primary hypothess.

The primary hypothes's was dso supported by the fact that 33.5% of petitioners had between
16 and 49 different creditors. Availahility of credit gppeared to be asignificant contributing factor in
bankruptcy filings. The literature search aso supported this finding.

The secondary hypothes's, while not tested by the proposed tel ephone survey, did appear to



have potentia for support by the andys's of employment data contained in the petitions. Length of time
in current podtion was inversaly related to the number of petitions. Sightly over 37% of the petitioners
indicated one year or lessin her or his current employment.

Condusions From the 1995 Study

Neither andlyss of bankruptcy petition data nor review of pertinent literature pointed to casno
gaming as the primary cause of the sudden increase in bankruptcy filings in 1995, compared to 1994
and 1993. Availahility of credit through finance companies, open accounts, and banks and length of
time employed or length of time employed at a noticeably higher level of earnings gppeared to be
ggnificant causes of the increase in bankruptcy filings. The ability to manage debt by newly employed

persons, or persons recently hired at increased pay levels must be further examined.
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DETAILED ANALYS SOF BANKRUPTCY PETITIONSFILED IN 1997 IN THE
SHREVEPORT DIVISION OF THE WESTERN DISTRICT OF LOUISIANA

| ntroduction

Since the purpose of this section of this report isto compare data from bankruptcy petitions
filed in the Shreveport Divison in 1997, with data from bankruptcy petitions filed in the Shreveport
Divisgon in 1995, dl 1997 findings will be reported relaive to the same findings in the study conducted
on the 1995 data.

Datain the 1997 petitions was gathered from 37 fields in the bankruptcy petition, compared the
72 fidlds analyzed in the 1995 petitions. The reason for the reduced number of petition fieldsis dueto
relevance. In the 1995 study’®, data from all fields was gathered. Upon analysis of the accumulated
data it was determined that 35 of the fields provided data that was of no gpparent vaue to the study.
The 1997 study, consequently, did not gather data from those 35 fields.

Data was gathered from available petitions a the U.S. Court House and the Federa Archivein
Fort Worth, Texas. Of the 3,954 persona petitionsfiled in 1997, 3,911 were available for review. Of
the 94 business petitions filed in 1997, 68 were available for review. The availability of petitions was at
agmilar ratio to that of the 1995 petitions. Tota petitions reviewed amounted to 3,979, compared to
2,370 of the 1995 petitions. Asin the 1995 petitions, some fields were not filled in for some petitions
and, therefore, some stetistics will not reflect a count of 3,979.

Data has been grouped into three mgjor categories - persond, financial, and responses to the

questions at the end of the petition. Unlike the 1995 study, this report does not andyze dl fifteen

1%Bedl, Susan T., “Bankruptcy Study Results,” prepared for Commercid Nationa Bank in
Shreveport, by the Center for Business Research at Louisana State University in Shreveport, July
1996.
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questions. Thisreport only andyses those questions that are pertinent to the impact casno gaming may
have on the number of bankruptcy filings.
Personal data fiddsindude:
Parish

Bankruptcy type
Bankruptcy chapter

Fling datus
Employment satus

Financial dataincludes:
Prdiminary estimates of numbers of creditors
Prdiminary estimates of numbers of ligbilities
Prdiminary estimates of

The questions at the end of the petition to be considered include:

ONE Income from employment or operation of abusness

TWO Income other than from employment or operation of a business
THREE Paymentsto creditors

EIGHT Losses, including fire, theft, gambling, and other types of losses
NINE Payment related to debt counsding or bankruptcy filing

FIFTEEN Prior address of debtor

12



Personal Data

Parish

The Shreveport Division of the Western Figure7
i 0
Didrict of Louisanais comprised of the eight |P§1r|sh %
Bienville 98 2.46%
parishes shown in Figure 7. Caddo and Bossier  [BOSSier 776 19.50%
Caddo 2331 58.58%
Parishes, together had 78% of the totd filings, Claiborne 81 2.04%
DeSoto 188 4.72%
compared to 79.9% in 1995. Caddo had 58.6% |Red River 59 1.48%
N _ _ Sabine 160 4.02%
of dl filings compared to 60.5% in 1995. Figure 8 ebster 286 7 19%
3979

Figure 8

Percent of Total Division Population
1990 Census Count

9.1% 3.4%
4.9% O Bienville

2.0% O Bossier
5.4% Caddo
3.7% O claiborne
O pesoto
Red River
O sabine
O webster

53.1%

shows the population of each parish inthe
Shreveport Divison as a percent of the whole
district population, as reported in the 1990

census. Caddo and Bossier parishes together,

Figure9

include 71.5% of the population. Severd
popul ation estimates have been prepared for the
eight parish area. Figure 9 shows the population

estimate for 1998 prepared by Louisiana Tech

2.1%
5.3%
3.6%

Percent of Total Division Population
1998 Estimate-LA Tech

9.1% 3.3%

51.4%

20.1%

O Bienville
O Bossier
Caddo
O ciaiborne
O pesoto
Red River
O sabine
O webster

Universty.™ Inthe estimate, Caddo and Bossier parishes together, till include 71.5% of the

“Ressarch Divison “ Estimates of the Population of Louisiana Parishes and Municipdities”
College of Business Adminidration, Louisana Tech Universty, Ruston.
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population, but Caddo has lost some population and Bossier has gained some population. Population
in the other Sx parishes have remained reldively constant.

When andyzed together, Figures 7 through 9 show Caddo and Bossier parishes combined, to
have adightly higher percent of the totd filings rdative to their percent of thetotd population. This
same finding occurred in the 1995 study. Caddo is the only parish with a greater percent of filings than

its percent of tota population. This datidtic is dso condgtent

Figure 10
with the 1995 study. [Debt Nature %
consumer 3911 98.29%
i 0
Bankruptcy Type business 39% 1.71%

Over 98% of al petitions were filed by consumers, rather than businesses. This percent is 3%
higher than the 1995 study. The difference is to be expected since business bankruptcies have been
leveling off in the Shreveport Divison since 1994.
Figure 11 - Business Bankruptcy Filing Status

300

= @"4'\9@_ Filing status indicates whether a petition isfiled jointly or

200

150 255 \
10 - not, and whether the petition isfiled for abusiness. Aswith the
“fL] BEaER

89 9 91 92 93 9 9 9 97 98 1995 paltlons,

individud filing status is dmost twice as frequent as Figure 12
o TYPE OF DEBTOR %
joint filing status. SINGLE 2489  62.55%
JOINT 1422 35.74%
BUSINESS 68 1.71%

3979
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Bankruptcy Chapter

Chapter 7 is designed for individuas and businesses
that wish to make a fresh start, but cannot pay their debts from
their income. Under Chapter 7 certain persond assets are

exempt from proceedings and the remainder are liquidated to

Figure 13
CHAPTER %
7 1282 32.72%
11 1 0.03%
12 1 0.03%
13 2693 68.73%
3977

satisfy creditorsinwhole or in part. Chapter 11 is designed for businesses who wish to reorganize

debt, rather than liquidate. Chapter 11 must be under the supervision of the bankruptcy court.

Chapter 12 is designed for family farmers and certain qualifying incorporated farming establishments.

Chapter 13 isdesigned for individuas with regular income who desire to pay their debts but are

currently unable to do so. Under protection from Chapter 13, the debtor pays creditorsin full or in part

over athreeto five year period. Chapter 13 petitioners must have unsecured debt under $100,000 and

secured debt under $350,000. Businesses are not dligible for Chapter 13.

Thetrend in choice of Chapter filings in the Western Didtrict, aswell asin four of the Sx

divisonsin the Western Didtrict, including the Shreveport Divison, has gone from predominantly

Chapter 7 in 1988 to predominantly Chapter 13 in 1998. The shift in predominance from Chapter 7 to

Chapter 13 occurred between 1992 and 1993. Both the Middle and the Eastern Districts of Louisana

meatch the nationa trend of more Chapter 7 filings than Chapter 13 filings. Nationaly, Chapter 7 filings

are between 67% and 71% of consumer filingsin every year from 1990 through 1998.%2

The predominance of chapter 13 filings in the four northern digtricts of Louisana are the result

of severd increases in the fees atorneys can recaive for Chapter 13 filings, reative to the fees for

Chapter 7 filings. All legd feesfor bankruptcy lawyers are regulated by the district bankruptcy judge.

12“Non-Business Bankruptcy Filings by Chapter 1990-1998 (4" Quarter),”

www.abiworld.org/statsnewstatsfront.html.
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All bankruptcy judges permit higher legd fees for Chapter 13 filings, relative to Chapter 7 filings,
because of the additiond work involved in preparing the Chapter 13 debt payment plan. In 1992, and
severd times since 1992, the bankruptcy judge in northern Louisanaincreased the Chapter 13 legal fee
limit. Comparable legd feeincreases for Chapter 13 filings were not authorized by the other
bankruptcy judgesin Louisana. The north Louisiana bankruptcy judge authorized the increases out of
condderation for the required increased cost incurred when said judge required dl Chapter 13
attorneys to purchase specialized software and take on additiona tasksin case preparations. At the
time of theinitidly authorized fee increase, Chapter 13 atorneysin the northern digtricts began heavily
advertisng Chapter 13 bankruptcy filing and encouraging chapter 13 filing over chapter 7.
Employment Status

Almost 88% of dl petitionersindicated EMPLOY ED or SELF EMPLOYED at the time of
filing. Only 2.7% failed to fill out thisfield, compared to 3.8% of the 2,379 petitionsin the 1995 study.
In the 1995 study, 84% of petitionersindicated EMPLOYED or SELF EMPLOYED. Of those
indicating EMPLOY ED gatus, 42% indicated employment in the current position for three years or less
and 17% indicated employment in the present podition for less than one year. Under one year
employment status exceeded dl other time frames by at least 9%. Just over 5.5% of employed

petitioners had been employed at the same place for 20 years or more, three people for 40 years or

more. Figure 14
EMPLOYMENT STATUS %
unemployed 118 2.97%
retired 182 4.57%
disabled 70 1.76%
self employed 72 1.81%
employed 3427 86.13%
blank 110 2.76%
3979
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The primary employerslisted in Figure 15 account for 712 of the 3,499 employed petitioners
(3,427 employed plus 72 sdf-employed). The remaining employed petitioners worked for avariety of
employers, each of which employed less than 1% of the employed petitioners. Each of the 1997

primary employerswas aso listed in the 1995 study with the exception of Casino Magic Casino, which

Figure 15
PRIMARY EMPLOYERS #emp % of totemp.
Caddo Parish School Board 94 2.69%
Self employed 72 2.1%
Horseshoe Casino 69 2.0%
LSU Medical Center 66 1.9%
General Motors 65 1.9%
Isle of Capri Casino 65 1.9%
US Armed Services 64 1.8%
Harrah's Casino 52 1.5%
Willis Knighton Hospital 47 1.3%
Casino Magic 41 1.2%
Libbey Glass 40 1.1%
Walmart 37 1.1%

was not openin 1995. The City of Shreveport was present in the 1995 list of primary employers, and
is not included in the 1997 list. The City of Shreveport actudly employed a greater number of

petitionersin 1997, but the percent of those employersto al employed petitioners was less than 1%.
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Financial Data

Preliminary Estimates of Numbers of Creditors, Assets, Liabilities

Both this study and the 1995 study showed 65% of petitioners with between 1 and 15
creditors. Both studies aso showed 33% of petitioners with 1 to 49 creditors. The 1995 study did
show two petitioners with 100 to 199 creditors. It must be acknowledged that those two petitioners
could have mignterpreted that section of the petition. The petitioner does not actudly indicate “ 100-
199" asthe estimated number of creditors. The petitioner indicates anumeric code ranging from 1 to 6,
such that a“1" means 1-15, “2" means 16-49, and so on. Consequently, the two 1995 petitioners
could have thought the code “4" meant four creditors, rather than 100-199 creditors. Indeed, upon

examining the list of creditors provided by these two petitioners, there were considerably fewer than

one hundred creditors per petition.
Figure 16
[Est. number of creditors %
1-15 2588 65.04%
16-49 1315 33.05%
[50-99 13 0.33%
100-199 0 0.00%
200-999 0 0.00%
1000-over 0 0.00%
[blank 63 1.58%
3979
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Figure 17

Estimated assets in thousands %
under 50 2979 74.87%
50-99 704 17.69%
100-499 228 5.73%
500-999 7 0.18%
1000-9999 0 0.00%
10,000-99,000 0 0.00%
100,000-over 0 0.00%
blank 61 1.53%
3979

A greater percentage of petitioners indicated assets in the 50,000-99,900 range in this study
compared to the 1995 study. Thisfinding is to be expected consdering the economic growth

experienced in the Shreveport Divison area during the time period in question. A greater percentage

Figure 18
Est. Liab. in thousands %
under 50 2614 65.69%
50-99 889 22.34%
100-499 405 10.18%
500-999 9 0.23%
1000-9999 1 0.03%
10,000-99,000 1 0.03%
100,000-over 0 0.00%
blank 60 1.51%
3979

was aso shown in the next two categories, with alesser percentage shown in the under 50,000

category.
Aswith estimated assets, estimated liabilities are more likely to be over 50,000 in 1997 than in
1995. Thisfinding is supported by the literature reporting on current borrowing levels rdaive to

current spending and saving levels. In 1995, 75% of petitioners indicated liabilities under 50,000,

compared to 65% of 1997 petitioners.
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Responsesto Those Questions Chosen for Analysis from the Fifteen Questions at the End of
the Petition

| ntroduction

Table5 Selected Questions from Bankruptcy Petitions
ONE Income from employment or operation of a business within the past three years
TWO Income other than from employment or operation of abusiness within the past three years
THREE Paymentsto creditors within the past 90 days
EIGHT Losses, including fire, theft, gambling, and other types of losses during the past year
NINE Payment related to debt counseling or bankruptcy filing during the past year
FIFTEEN Prior address of debtor - moved within the past two years

Table 5 showsthe six questions examined in this sudy as rdevant in determining the effect of

gaming on the number of bankruptcy filingsin the Shreveport

Figure19

Division of the Western Didtrict of Louisana. Figure 19 Positive
Question Response %
shows the percent of petitionersindicating “YES’ tothesx  JQuestion ONE 3607  90.65%
Question TWO 1188  29.86%
- ST Question THREE 541  13.60%
questions examined in this study. Ouestion Eight 210 = 280
. Quetion NINE 2504  62.93%
Questions Question FIFTEEN 883 22.19%]

Question ONE showed a 90% positive response in 1997 compared to a 78% positive
response in 1995. Thisis another Satistic compatible with the increased economic prosperity in the
Shreveport Divison during the time period in question. Thisfinding is aso in kegping with the greater
percentage of petitionersindicating EMPLOYMENT gatusin 1997 compared to 1995. Question
TWO showed amost 30% positive response compared to 36% positive response in 1995. Question
THREE showed the same 13% positive response in 1997 asin 1995.

Question EIGHT isthe only place in the bankruptcy petition that provides an opportunity for

the petitioner to identify gaming/gambling losses. Question EIGHT had a positive response

20



from 5% of the petitioners compared to 12% of the petitionersin 1995. A total of 277 petitioners
indicated lossesin 1995, with less than half indicating gambling losses. Of the 210 petitioners with
lossesin 1997, 76 indicated gaming/gambling losses, dso lessthan hdf. Figure 20 shows the
maximum, minimum, median, and average gaming/gambling losses reported by the 76 petitioners. Half

of all reported |osses were $5,000 or less. 1n 1995, the

average gambling loss was reported as $1,200. In 1997 the Figure 20
) ) Gambling Loss Amounts

average reported loss of $14,011, was considerably higher.  [maximum $80,300

minimum $50

The disparity between the median and t median $5,000

average $14,011

he average reflects the five petitioners with losses of $60,000
or gregter. One of the petitioners with losses of $80,000 filed asabusiness. While losses were
requested for the prior 12 months, some of the 76 petitioners included |osses for a greater period of
time. In 1995, the potentia for gaming losses for most petitioners was only for the period of May 1994
through the file date of the petitioner, because of the mid-year and staggered opening dates of the
casnos. In other words, 1995 petitioners had less time to accumulate gaming/gambling losses from
loca casino gaming. Nine of the petitioners with gaming losses in 1997 did not specify the amount, as
requested on the petition. Two petitioners who did not specify an amount did specify “smdl” gambling
losses.

Question NI NE was examined to determine the names of bankruptcy attorneys to interview for
anecdota information and for impressions concerning significant causes of bankruptey filings.

Question FIFTEEN was examined to identify any change in the observed trend for petitioners
to be likely to relocate immediately prior to filing for bankruptcy relief. 1n 1995, over 30% of filers

had moved withing two years prior to filing compared to 22% in 1997.

21



INTERVIEWSWITH BANKRUPTCY TRUSTEES AND BANKRUPTCY ATTORNEYS
| ntroduction
I nterviews were conducted, in person and by telephone, of seven bankruptcy trustees and

eleven bankruptcy attorneys throughout Louisana. During the interviews, the following questions were
asked:

. In your opinion, what isthe #1 cause of persona bankruptcy?
. In your opinion what isthe #2 cause of persona bankruptcy?
. What, in your opinion are other sgnificant causes of persond bankruptcy?

Certain responses were anticipated including:
Ease and availability of credit

Lack of sigma

Divorce

lllness

Lossof job

Gambling

oSubkwhNE

Each interviewee was prompted to comment regarding any of the anticipated responses listed above
that was omitted.

Interviews with trustees were conducted in person. Of the seven trustees interviewed, three
were from Shreveport, three were from New Orleans, and one was from Natchitoches. Interviews
with attorneys were done by telephone. All attorneys were from the Shreveport Divison of the
Western Didtrict. Only Shreveport Division attorneys were interviewed because only Shreveport
petitions were examined in detail. One Shreveport atorney interviewed aso saw dlients from the
Monroe Digtrict of the Western Didtrict.

Trustee Interviews

All seven trustees interviewed identified ease and availability of credit asthe number one
cause of persona bankruptcy. Each trustee made this identification emphaticaly, without prompting.

Each trustee dso indicated the lack of stigma attached to bankruptcy as afacilitating
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factor in the decison to file for bankruptcy protection. Severd trustees contributed the same
unanticipated response - consumer education about bankruptcy availability and lack of repercussons.
Consumer education about bankruptcy occurs through media advertisements and word of mouth in
neighborhoods and among co-workers. Trustees reported seeing severd petitionswith the same street
address comein during a period of amonth or even aweek. Trusteesindicated a much greater
knowledge of the bankruptcy process at dl levels of society, than was present ten years ago. Industry
sanctions againg advertisng by the medicd, legd, and accounting professions was determined to be
anti-competitive by thejudicid system in the early 1980s. Advertisements by bankruptcy attorneys, as
well as by other professond practitioners started gppearing at the sametime.

Some of the trustees indicated bankr uptcy law as a contributing factor in the ease of filing for
bankruptcy relief. Trusteesindicated that bankruptcy law does make it possible for some people to
obtain relief who do gppear to have the ability to pay some or dl of the debt over a period of time.
Chapter 13 filing was more popular in north Louisana than in south Louisiana because of the dollar
vaue of exempt itemsin Chapter 7 proceedings. In north Louisanaitems vaued a $1,000 or less
were mogt likely to be exempt from liquidation in Chapter 7 cases. In south Louisanaitems vaued at
$1,500 or less were more likdly to be exempt. The difference in exempt item value was explained as
due to the greater rurd population in north Louisiana, compared to south Louisana, resulting in fewer
items available for liquidation in the northern part of the sate. Petitioners are more likely to request the
filing chapter that enables the retention of more exempt items.

The traditiond causes of bankruptcy - divor ce, iliness, and/or job loss, were rardly offered
by trustees without prompting. These causes were acknowledged, when prompted, but were not seen

to be as compelling as ease and availability of credit.
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Gambling was never offered as a cause of bankruptcy by trustees without prompting. When
prompted, dl saven trustees indicated seeing more petitions with gambling losses. All seven trustees
aso indicated that gambling was not a sgnificant cause of filings.

Attorney Interviews

Each of the deven atorneysinterviewed identified ease and availability of credit asthe
overriding cause of persona bankruptcy. In addition to the avallability of credit, attorneys dso
identified credit card abuse by issuers as well as consumers. Issuer abuse was identified as both the
efforts of issuers to obtain clients from lower and lower income level consumers, and the seemingly
automatic railsing of credit ceilings as the consumer reaches the contracted limit of borrowing. Issuer
abuse was dso identified by the increased presence of ATM machines. Unsolicited offers of cash
advances by card issuers were aso noted. Consumer abuse of credit was identified as the increased
incidence of luxury, or high-end purchases seen in asset listings on petitions. Attorneys see consumers
using credit for luxury purchases before their incomeis at aleve to support such purchases. Attorneys
as0 see consumers using credit without any knowledge of, or understanding of how to manage debt.
All deven attorneys sounded noticeably aggravated when discussing the effect easy credit has had on
individuas who, in each atorney’s opinion, should never have had accessto the levels of borrowing
that has caused them to file for bankruptcy relief.

None of the atorneysinterviewed identified loopholes in bankruptcy law as a cause of filing.
One attorney indicated bankruptcy law was appropriate as currently written, but was being interpreted
more loosdly than inthe past. This atorney indicated that the code needed “ enforcing, not reforming.”

The number two cause of filing varied among the deven attorneys interviewed. Responses
offered included lack of stigma, illness/divor ce/job loss, lack of ability to manage finances,

credit card abuse, and gambling.
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Unlike the trustees, attorneys did offer gambling as a cause of bankruptcy without being
prompted. Three attorneys indicated gambling as the number two cause of filing. It isimportant to
remember that al eleven attorneys practice in the Shreveport Division, where the 1997 petitions were
examined. Of the 3,979 petitions examined, only 76 indicated losses from gambling. When questioned
about the smdl percentage of filers indicating gambling losses, one of the three attorneys identifying
gambling as the number two cause, pointed out that filers often misinterpret the petition indructions,
overlook some parts of the petition, and/or are unwilling to acknowledge their gambling activity. The
atorney indicated a petitioner would be scrutinized more closgly when level of income obvioudy was
never close to supporting the level of debt, or when al debt was credit card debt and assets list were
comparaivey few reativeto the leve of debt. The question must be raised as to why bankruptcy

atorneys do not ingst on the petitions being properly completed when gambling losses do cometo light.

The other eight attorneys indicated that gambling losses did occur more frequently, now that
casnos arein place, but that gambling was not seen by them, asamagjor cause of bankruptcy. These
eight attorneys did say casinos were aminor cause of bankruptcy, as opposed to gambling.

Attorneys see anumber of casino employees filing bankruptcy, relaive to other types of employees.
Casino employees accounted for 5.7% of al 1997 petitions. Casino employees were the largest group
of employeesin the 1997 petitions, and the second largest group in 1995 petitions. Casano employment
in 1997 represented 3.2% of the average 1997 tota employment for the Shreveport Divison of the

Western Didtrict.®  Severd explanations were offered as to why casino employees were more likely to

13 Research and Statitics Division of the Louisiana Department of Labor, “ 1997 Louisiana
Employment and Wages,” December, 1998; and 1997 Annua Reports of Horseshoe CasinoeHotd,
Bosser City, Louisana Harrah's Shreveport Casino; Casno Americalnc.; and Casino Magic Bossier
City, Louisana
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file than other types of employees. Firdt, because of state hiring regulations for casnos, many casino
employees came from the ranks of the previoudy unemployed, or underemployed. Some of these
newly employed workers found themsalves with credit opportunities previoudy unavailable to them.
These same employees made use of credit without a corresponding ability to manage that credit.
Second, some of the newly employed workers had debts that had not being pursued by creditors, as
long as the individuad had been unemployed. Once employed, the previoudy unemployed worker’s

wages began to be garnished for already existing bad debts.
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LITERATURE SEARCH AND REVIEW
| ntroduction
A literature search was conducted to identify studies smilar to the 1995 and 1997 studies
described in this report. The search was aso conducted to obtain information about bankruptcy trends
nationwide, about bankruptcy and gaming, and about bankruptcy in states with casino gaming.

Smilar Studies

A study entitled “ Persona Bankruptcy: A Report on Petitioners' Ability-to-Pay” 4 andyzed
300 petitionsfiled in 1996 in each of 13 cities: Atlanta, Chicago, Ddlas, Hartford, Houston,
Indianapolis, Kansas City, Los Angdes, Memphis, Phoenix, Fittsourgh, San Diego and Tampa. The
purpose of this study was different from the study discussed in this report, but data collected included
that collected in the study discussed in thisreport. Of particular interest was the data collected on
losses reported by the sampled petitions. Losses in Chapter 7 petitions were reported by 5%,
compared to 1.76% in the 1997 Shreveport Divison, and losses in Chapter 13 petitions were reported
by 3.3%, compared to 3.4% in the 1997 Shreveport Division.

A study was designed by VISA and conducted by an independent consulting firm to gain
understanding of why consumer bankruptcy filings are increasing during atime of increased economic
prosperity. One of the research findings addressed the primary cause of filing bankruptcy. VISA
determined that while “job loss or illness precede many filings, some consumers clearly caused their

own financia problems through their inability to curb their tendency to overspend.” The VISA study

Barron, John M., Ph.D. and Saten, Michadl E., Ph.D., “ Persona Bankruptcy: A Report on
Petitioners Ability-to-Pay”, www.gsh.georgetown.edu/prog/crc/pdf/monograph33.pdf, October 6,
1997.

BVISA, “Consumer Bankruptcy 1997 Bankruptcy Petition Study,”
www.abiworld.org/stats/visal97debtor.html, June 1997.
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aso identified the lack of stigma about bankruptcy as a contributing factor in the increase in filings.
A study by lowa State University professor, Tahira Hira,*® stated that more than 25% of
lowans filing for bankruptcy consider themsalves gamblers. In asurvey conducted by Hira, which was

not based on a scientific sample,*” 28% of bankruptcy filersidentified themsdaves as gamblers, with

19% of respondents reported gambling debt to be an important factor in filing bankruptcy.

Bankruptcy and Gaming, and Bankruptcy in States with Casno Gaming

In reporting on bankruptcy trends in the Eastern Didtrict of Wisconsin, Brad Hoeschen notes
that loca lawyers have added gambling and potentia changes to bankruptcy law regarding credit card
issuers as the primary causes of increased filings® Hoeschen quotes consumer advocates as saying
new advertisements by bankruptcy attorneys encourage potentia filersto file soon, before pending
changesin bankruptcy code are made by Congress. Hoeschen quotes bankruptcy attorneys as saying
that gambling is a growing culprit in forcing people into bankruptcy. One atorney indicated gamblers
now make up 10% of hisclientde.

In a 1995 Detroit News article, gambling related bankruptcies were described as “ skyrocketing.”*°
The writer, Ron French, reported Detroit attorneys to be estimating up to 40% of clientele with
gambling-related bankruptcies snce casnos opened 18 months before just across the river in Windsor,

Ontario. French acknowledged that no statistics had been kept by attorneys to document their

®Hirg, TahiraK., “Gambling and the Bankruptcy Connection,”
http://standup.quiknet.com/news/ap 1998 august_5.html, August, 1997.

Mbid.

18 Hoeschen, Brad, “ Bankruptcies Baloon: Gambling, Credit Cards, Reform Legidation Push
Record Numbers to File for Protection.”, The Business Jour nal-Milwaukee, Dec. 4, 1998 v16i10

pI(2).
¥French, Ron, “Gambling Bankruptcies Soar”, The Detroit News, copyright 1995.

28



edimations. Thelack of avallable satistics is a recurring theme in the literature discussng gambling and
bankruptcy.
CONCLUSIONSAND RECOMMENDATIONS

Aswith the 1995 study, the percent of petitions reporting gambling losses supports the
hypothesis that the primary cause of bankruptcy is from factors other than gambling. Interviews with
trustees and with attorneys emphatically place the number ONE cause as ease and availability of credit
- often without due diligence on the part of the lender - in determining ability to repay.

Also, aswith the 1995 study, length of timein present employment wasinversdy related to the
number of petitioners. The greatest percentage of petitioners had been employed in the present
position for 3 years or less, with the mgority of those petitioners employed for less than one year.
Interviews with attorneys corroborated the impact of newly hired workers with increased credit ability,
and inability to manage delt.

The effect of increased opportunities for casno gaming on bankruptcy filing frequency is difficult
to document with identifiable data. Anecdotd data from attorneys and trustees can reflect a persond
biasin either direction. There is no doubt that the presence of casinos provides opportunities for
individuals to gamble, who would never have done so without the presence of casinos. Some attorneys
congder video poker to more conducive to gambling related debt problems than casines, but it was not
until casinos came to Louisiana, and to other states, in the 1990s, that Louisana and the other Sates
began questioning the relationship between gambling and bankruptcy. Lotteries, video poker, horse
racing, and bingo have dl been in place, nationwide, longer than most casinos.

Bankruptcy petitions have the potentid for providing definitive data on the impact of gambling
on bankruptcy filing. Gambling losses are supposed to be reported with details about amounts, dates of

loss, and “any other particulars’. Reporting gambling losses does not directly corrdate to gambling as
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the cause of thefiling. Accurate reporting of gambling losses would, however, provide the frequency of
filerswith gambling losses, as well as the amount of gambling losses.

Criesfor credit card industry reform and bankruptcy law reform have been bandied back and
forth by the bankruptcy law practitioners and and by the credit card industry. Criesfor credit card
industry reform has been especidly heard from conscientious atorneys who daily see the result of the
ease and avallahility of credit.

The primary recommendation resulting from this study is that bankruptcy attorneys and/or
trustees find away to enable petitioners to accurately report gambling losses. It is possblethat dl such
losses were completely and accurately reported in the 1997 petitions examined in this study. From
comments made in some atorney interviews, however, it gppears highly unlikely that gambling losses

were completely and accurately reported.
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