
 

 
   

IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE DISTRICT OF DELAWARE 

 

 
 
In re 
 
Trident Microsystems, Inc., et al.,  
  

Debtors. 
 
 
 
 

 Chapter 11 
 
Case No.  12-10069 
(Jointly Administered) 

 
  Hearing Date: January 30, 2012 at 1 p.m.
 

Objections Due: January 23, 2012 at 4 p.m., 
extended for the U.S. Trustee to January 27, 
2012 at 4 p.m.  

 
 

UNITED STATES TRUSTEE’S OBJECTION TO THE MOTION OF THE DEBTORS 
AND DEBTORS IN POSSESSION FOR AN ORDER GRANTING ADDITIONAL TIME 

TO FILE REPORTS PURSUANT TO FEDERAL RULE OF BANKRUPTCY 
PROCEDURE 2015.3 AND GRANTING APPROVAL OF THE 

 REPORTING PROCEDURES PROPOSED BY THE DEBTORS _______ 
 

Roberta A. DeAngelis, the United States Trustee for Region 3 (“U.S. Trustee”), 

by and through her undersigned attorneys, hereby files this Objection to the Motion of the 

Debtors and Debtors in Possession For an Order Granting Additional Time to File Reports 

Pursuant to Federal Rule of Bankruptcy Procedure 2015.3 and Granting Approval of the 

Reporting Procedures Proposed by the Debtors (Docket No. 13) (the “Motion”), and in support 

of that limited objection states as follows:  

JURISDICTION  

1. Under (i) 28 U.S.C. § 1334, (ii) applicable order(s) of the United States 

District Court for the District of Delaware issued pursuant to 28 U.S.C. § 157(a), and (iii) 28 

U.S.C. § 157(b)(2), this Court has jurisdiction to hear and determine the Motion and this 

objection. 
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2. Under 28 U.S.C. § 586, the U.S. Trustee is generally charged with 

monitoring the federal bankruptcy system.  See United States Trustee v. Columbia Gas Sys., 

Inc. (In re Columbia Gas Sys., Inc.), 33 F.3d 294, 295-96 (3d Cir. 1994) (noting that U.S. 

Trustee has “public interest standing” under 11 U.S.C. § 307 which goes beyond mere 

pecuniary interest); Morgenstern v. Revco D.S., Inc. (In re Revco D.S., Inc.), 898 F.2d 498, 500 

(6th Cir. 1990) (describing the U.S. Trustee as a “watchdog”).   

3. Under 11 U.S.C. § 307, the U.S. Trustee has standing to be heard on the 

Motion and the issues raised in this objection. 

BACKGROUND   

4.   On January 4, 2012 (the “Petition Date”), the Debtors, Trident 

Microsystems, Inc. (“TMI”) and  Trident Microsystems (Far East) Ltd. (“TMFE”) filed 

voluntary petitions for relief under chapter 11 of the Bankruptcy Code. The Debtors have been in 

possession of their respective properties and operating their business as debtors-in-possession 

pursuant to sections 1107(a) and 1108 of the Bankruptcy Code.  

5.  On January 17, 2012, the U. S. Trustee appointed the Official Committee 

of Unsecured Creditors. 

6. According to the corporate chart attached to the Declaration of David 

Teichmann in Support of First Day Pleadings, the Debtor TMFE is the direct parent of ten 

Foreign Subsidiaries.1 

7. On the Petition Date, Debtors filed a motion to sell their set-top box 

business line.  The hearing on that sale is currently scheduled for February 27, 2012.  Based upon 

the information in the sale motion, certain assets of the set-top box business line are held by the 

                                                 
1  All capitalized terms not defined herein shall have the definition provided in the Motion.  
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non-debtor Foreign Subsidiaries and the Debtors intend to allocate portions of the sale price to 

some or all of those Foreign Subsidiaries.   

8. The meeting of creditors pursuant to section 341 of the Bankruptcy Code 

(the “341 Meeting”) is scheduled for February 10, 2012 at noon.  Because the Debtors’ counsel 

has stated that the Debtors will not be able to prepare schedules, statement of financial affairs, or 

the Report required by Bankruptcy Rule 2015.3 (the “Rule 2015.3 Report”) prior to February 10, 

2012, the Debtors have agreed to continue the 341 Meeting to February 24, 2012.  In that 

connection, the Debtors have agreed to file their schedules, statement of financial affairs, and the 

Rule 2015.3 Report by no later than February 22, 2011.        

ARGUMENT   

9. Bankruptcy Rule 2015.3 concerns a Debtor’s obligations to file reports of 

financial information on entities in which a chapter 11 estate holds a controlling or substantial 

interest.  That Rule provides as follows:   

(a)   Reporting Requirement. In a chapter 11 case, the trustee or debtor in 
possession shall file periodic financial reports of the value, operations, and 
profitability of each entity that is not a publicly traded corporation or a debtor in 
a case under title 11, and in which the estate holds a substantial or controlling 
interest. The reports shall be prepared as prescribed by the appropriate Official 
Form, and shall be based upon the most recent information reasonably available 
to the trustee or debtor in possession.  

(b)   Time for Filing; Service. The first report required by this rule shall be filed 
no later than seven days before the first date set for the meeting of creditors under 
§ 341 of the Code. Subsequent reports shall be filed no less frequently than every 
six months thereafter, until the effective date of a plan or the case is dismissed or 
converted. Copies of the report shall be served on the United States trustee, any 
committee appointed under § 1102 of the Code, and any other party in interest 
that has filed a request therefor. 

(c)   Presumption of Substantial or Controlling Interest; Judicial Determination. 
For purposes of this rule, an entity of which the estate controls or owns at least a 
20 percent interest shall be presumed to be an entity in which the estate has a 
substantial or controlling interest. An entity in which the estate controls or owns 
less than a 20 percent interest shall be presumed not to be an entity in which the 
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estate has a substantial or controlling interest. Upon motion, the entity, any holder 
of an interest therein, the United States trustee, or any other party in interest may 
seek to rebut either presumption, and the court shall, after notice and a hearing, 
determine whether the estate's interest in the entity is substantial or controlling. 

(d)   Modification of Reporting Requirement. The court may, after notice and a 
hearing, vary the reporting requirement established by subdivision (a) of this rule 
for cause, including that the trustee or debtor in possession is not able, after a 
good faith effort, to comply with those reporting requirements, or that the 
information required by subdivision (a) is publicly available. 

(e)   Notice and Protective Orders. No later than 14 days before filing the first 
report required by this rule, the trustee or debtor in possession shall send notice to 
the entity in which the estate has a substantial or controlling interest, and to all 
holders--known to the trustee or debtor in possession--of an interest in that entity, 
that the trustee or debtor in possession expects to file and serve financial 
information relating to the entity in accordance with this rule. The entity in which 
the estate has a substantial or controlling interest, or a person holding an interest 
in that entity, may request protection of the information under § 107 of the Code.  

(f)   Effect of Request. Unless the court orders otherwise, the pendency of a 
request under subdivisions (c), (d), or (e) of this rule shall not alter or stay the 
requirements of subdivision (a). 

Fed. R. Bankr. P. 2015.3 (emphasis added). 

10. The Debtors seek two types of relief under the Motion relating to their 

obligations Bankruptcy Rule 2015.3.  First, the Debtors request they be granted an extension to 

file the Rule 2015.3 Report until March 2, 2012.  After discussions with the Office of the U.S. 

Trustee (“OUST”), the Debtors have agreed to file their Rule 2015.3 Report by no later than 

February 22, 2012, so that it can be reviewed, and the 341 Meeting concluded, prior to the sale 

hearing going forward on February 27, 2012.  The U.S. Trustee does not object to extending 

the time in which the Debtors may file their Rule 2015.3 Report to February 22, 2012.   

11. The second form of relief the Debtors seek from the requirements of Rule 

2015.3, is to be able to file a cash flow statements for all of the Debtors’ foreign subsidiaries on a 

consolidated basis, instead of on an entity-by-entity basis.   
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12. The Debtors assert in the Motion that to prepare an entity-by-entity cash 

flow would impose administrative burdens and expense on them.  See Motion, ¶ 17.  However, 

the Debtors state that they will be able, in their Rule 2015.3 Report, to include balance sheets and 

income statements on an entity-by-entity basis for each of the Foreign Subsidiaries.    See 

Motion, ¶16.   A cash flow statement is derived from an entity’s balance sheet and income 

statement.  Therefore, if the Debtors can prepare entity-by-entity balance sheets and income 

statements, as they say they can, then they can prepare cash flow statements on an entity-by-

entity basis.  There is nothing in the Motion that explains why that would not be the case.  

13. TMI is a public company.  As such, it seems unlikely it would not have its 

subsidiaries keep separate books and records, including general ledgers, from which an entity-

by-entity cash flows would be simple to create.   It also would be highly unusual for a public 

company to utilize an accounting system that is unable to generate cash flow statements 

automatically, as such statements are standard financial reports.   

14. The Debtors assert in their Cash Management Motion (Dkt. No. 7) that 

they maintain, and will continue to maintain, current records of all transfers of cash, and can 

readily ascertain, trace and account for all intercompany transactions.  Further, the Interim 

Cash Management Order (Dkt. No. 27), at paragraph 11, requires the Debtors to “maintain 

accurate and detailed records of all transfers, including intercompany transfers, so that all 

transactions may be readily ascertained, traced, recorded properly and distinguished between 

prepetition and post-petition transactions.”  Therefore, it should not be onerous for the Debtors 

to create entity-by-entity cash flows.    

15. It is especially important that the Debtors provide financial information on 

an entity-by-entity basis because of the Debtors’ intention to allocate a portion of the proceeds 
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of the upcoming sale of its set-top box division to some or all of its Foreign Subsidiaries, and 

they continue to transfer cash between Debtor and non-debtor entities.  While, in the Motion, 

the Debtors request approval to file a consolidated cash flow statement of the Foreign 

Subsidiaries, the Debtors’ counsel indicated to the U.S. Trustee’s counsel that such a 

consolidated statement also would include the cash flows of the Debtors.  If so, it would render 

the report even more non-compliant with Rule 2015.3 and even less useful as a tool to evaluate 

the Debtors’ allocation of sale proceeds to the Foreign Subsidiaries. 

16. Moreover, the Debtors have filed applications to retain FTI Consulting 

Inc. (“FTI”) as Chief Restructuring Officer, and PricewatehouseCoopers LLC (“PwC”) to 

provide accounting and auditing services.  FTI and/or PwC should be more than able to prepare 

cash flow statements for the ten separate Foreign Subsidiaries.  If they cannot, then the Debtors 

should seek to retain a different Chief Restructuring Officer and/or a different firm to provide 

accounting and auditing services, ones that are able to prepare the standard reports the 

Bankruptcy Rules require of the Debtors as debtors-in-possession.    

RESERVATION OF RIGHTS/CONCLUSION 

17. The U.S. Trustee reserves and all rights, remedies and obligations to, inter 

alia, complement, supplement, augment, alter, substitute and/or modify this objection and to 

conduct any and all discovery as may be deemed necessary or as may be required, and to assert 

such other grounds as may become apparent. 
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WHEREFORE, the U.S. Trustee requests that this Court issue an order denying 

the Motion, except to the extent of extending the time in which the Debtors may file their initial 

Rule 2015.3 Report to February 22, 2012, and/or granting such other relief as this Court deems 

appropriate, fair and just. 

 

Dated: January 27, 2012  
 Wilmington, Delaware 

Respectfully submitted, 
 
ROBERTA A. DeANGELIS 
UNITED STATES TRUSTEE 
 
By:  /s/ Juliet Sarkessian 
Juliet Sarkessian, Esquire 
Trial Attorney 
United States Department of Justice 
Office of the United States Trustee 
J. Caleb Boggs Federal Building 
844 King Street, Suite 2207, Lockbox 35 
Wilmington, DE 19801 
(302) 573-6491 
(302) 573-6497 (Fax) 
 
 

 

  
 

 


