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Business bankruptcies fall, but federal factors 
may reverse trend 
 
Antrenise Cole  
Reporter- Birmingham Business Journal Email I Twitter 
 
Business bankruptcy filings for the Northern District of Alabama fell 27 percent in 2012 —the 
lowest point since 2006, according to new data. 
 
Experts say as the economy continues to stabilize, the number of bankruptcies should continue its 
downward spiral. However, some experts question if the cost associated with Obamacare will 
either reverse the trend or cause an uptick in business insolvencies. 
 
The number of business bankruptcies in the Northern District, including the Birmingham metro 
area, dropped to 239 filings last year from 327 filings in 2011, according to data compiled by 
Epiq Systems and supplied to the Birmingham Business Journal by the American Bankruptcy 
Institute. That's its lowest point in at least six years. Commercial bankruptcy filings for the 
jurisdiction began to climb from 285 in 2006 to its 637 peak in 2009, but it declined in the past 
three years. 
 
David Bowsher, partner in charge at Adams and Reese LLP, said the local business bankruptcy 
statistics mirror the national trend of decline, signaling an economic recovery. 
 
"However slowly, however incrementally, things are getting better," he said. 
 
Eric Pruitt, shareholder at Baker Donelson Bearman Caldwell & Berkowitz PC, agreed there have 
been some signs of an economic recovery over the last year, which may have caused a reduction 
in bankruptcy filings. 
 
Pruitt also noted that many lenders and creditors were aggressive about resolving problem loans 
earlier in the downturn cycle, which may indicate that there are fewer credit issues being 
addressed by both commercial borrowers and banks at this point. 
 
Daniel  Sparks, partner at Christian & Small LLP, said the plethora of bank failures in 2009 and 
2010, and the resulting regulatory intervention into bank lending practices, has



caused an overall lack of traditionally available capital to businesses reorganizing under 
Chapter 11. He said this has made reorganization in bankruptcy impossible for many 
troubled companies. He added the 2008 real estate crash, and resulting recession, caused 
a spike in single-asset real estate case filings, which likely will never again be equaled. 
 
Sparks said moving forward, he expects filings to decrease further as lenders, bowing to 
regulatory pressure, continue their strict lending practices. 
 
However, Pruitt said the area could see an increase in commercial bankruptcies due to 
compliance-related costs associated with the federal health care law. 
 
Jesse Slaton, who is a member in Warren Averett LLC's consulting division and works 
primarily with the firm's turnaround consulting and restructuring advisory services group, 
said Obamacare is going to heavily impact companies, especially restaurants and retail 
chains, that employ numerous lower-paid individuals, who traditionally aren't provided 
health insurance coverage. 
 
Slaton said he wasn't sure if costs related to health care reform would translate into more 
commercial bankruptcies. However, he said it's going to lead many businesses into 
insolvencies. He gave one example of a local restaurant that will take a $350,000 hit to its 
bottom line. 
 
"Its choices are to either pass it on to customers in the form of a price increase; 
restructure the company so it is not subject to the requirements of Obamacare; or it can 
default on its debt payments, and that's where the insolvency comes in," he said. 
 
 


