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THE UNI TED STATES TRUSTEE'S ROLE
[ N CONSUMER BANKRUPTCY CASES

The vast majority of bankruptcy cases are filed by
consuners rather than businesses. Mst consuner cases are
filed under either Chapter 7 or Chapter 13 of the federal
Bankruptcy Code. Approximtely 70 percent of cases are Chapter
7 liquidations filed by consuners, and nearly 30 percent are
Chapter 13 wage-earner repaynent cases. This fact sheet
describes the United States Trustee's primary responsibilities
in Chapter 7 and Chapter 13 consunmer bankruptcy cases.

Chapter 7 Cases

I n Chapter 7 cases, the United States Trustee litigates
i ssues that affect the integrity of the bankruptcy system For
exanple, the United States Trustee m ght:

! Argue that granting the debtor a bankruptcy

di scharge woul d constitute a “substantial abuse”
of the bankruptcy process.

Obj ect to excessive fees requested by the
debtor’s attorney.

Take action agai nst unlawful practices by
bankruptcy petition preparers--generally, non-

| awyers who receive a fee to prepare a consuner
debtor’ s bankruptcy papers.

The United States Trustee al so appoints and supervi ses
t he Chapter 7 trustees who adm ni ster consuner debtors’
bankruptcy estates. In nost Chapter 7 cases, no assets are
avai l able for distribution to creditors. However, if a Chapter
7 debtor has property that is not exenpt fromcreditors’ reach
under state or federal law, the trustee may sell that property
and distribute the noney to creditors.

The United States Trustee appoints each Chapter 7 trustee
to a panel for up to one year, renewable at the United States
Trustee’ s discretion; these “panel trustees” are then assigned
to Chapter 7 cases on a blind rotation basis. The United
States Trustee supervises the panel trustees’ adm nistration
of individual debtor estates; nonitors the trustees’ financial
record- keepi ng; and inposes other requirenments to ensure that



the trustees carry out their fiduciary duties.

Chapter 13 Cases

I n Chapter 13 bankruptcy, the United States Trustee
supervises the private trustees who adm ni ster Chapter 13
cases. In this chapter, the trustee does not |iquidate the
debtor’s assets, but instead hel ps organize the debtor’s
financial affairs so the debtor may pay back sone or all npney
owed to creditors.

A Chapter 13 debtor nust propose a plan that devotes al
di sposabl e income to debt repaynent over a period of up to
five years. Most Chapter 13 cases are adm nistered by
“standing trustees” appointed by the United States Trustee to
adm nister all cases filed in a particul ar geographic area.

As with Chapter 7 panel trustees, the United States
Trustee supervises the Chapter 13 standing trustees’
adm ni stration of individual bankruptcy estates; nonitors the
trustees’ financial record-keeping; and inposes other
requirenents to ensure that the trustees carry out their
fiduciary duties. The United States Trustee' s supervisory
actions include:

I Periodically reviewing the trustees’ case
reports, budget reports, bank account

i nformati on, managenent skills, court
performance, and simlar informtion.
Ensuring that trustees are bonded.

Ensuring that trustees are independently audited
each year.

Determ ning trustees’ maxi nrum annual
conpensation and actual necessary expenses.
Providing training for trustees.

Monitoring trust account funds.
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