
 
 
 

UNITED STATES BANKRUPTCY COURT 
DISTRICT OF MASSACHUSETTS 

EASTERN DIVISION 
 
____________________________________ 
      ) 
In Re:       ) 
      )  CHAPTER 11 
PETER C. PIERCE,     )  CASE NO.: 05-20780-RS 
      ) 
       ) 
   Debtor.  ) 
 
 

DISCLOSURE STATEMENT FOR PLAN OF REORGANIZATION 
PROPOSED BY DEBTOR  

 

 PETER C. PIERCE (“Debtor”), by his counsel, files this Disclosure Statement 

pursuant to §1125 of the Bankruptcy Code to provide interested parties with adequate 

information in connection with their consideration and approval of the Plan of 

Reorganization Proposed by Debtor (“Plan”).  This Disclosure Statement must be 

approved by the United States Bankruptcy Court for the District of Massachusetts 

(“Court”) before the Debtor may solicit acceptances of the Plan; once the Disclosure 

Statement has been approved by the Court, it will then be distributed, together with the 

Plan, to all creditors and parties in interest.  (Note that capitalized terms have the meaning 

assigned in the Plan.) 

 NO REPRESENTATIONS CONCERNING THE DEBTOR ARE AUTHORIZED 

OTHER THAN AS SET FORTH IN THIS DISCLOSURE STATEMENT.  ANY 

REPRESENTATIONS OR INDUCEMENTS MADE TO SECURE YOUR 

ACCEPTANCE OF THE DEBTOR’S PLAN OTHER THAN THOSE CONTAINED IN 



THIS DISCLOSURE STATEMENT SHOULD NOT BE RELIED UPON IN ARRIVING 

AT YOUR DECISION. 

 THE INFORMATION CONTAINED IN THIS DISCLOSURE STATEMENT 

HAS NOT BEEN SUBJECT TO AUDIT.  ALTHOUGH THE DEBTOR DOES NOT 

WARRANT OR REPRESENT THAT THE INFORMATION IS WITHOUT ANY 

INACCURACY, THE DEBTOR HAS ENDEAVORED TO PROVIDE ACCURATE 

INFORMATION. 

 
A. BACKGROUND INFORMATION ABOUT THE DEBTOR 
 

1. Events leading up to the Chapter 11 Filing 
 

In 1981, the Debtor became a “Name”, so- called, in The Society of Lloyds, 

an underwriter of insurance policies based on London England.  Lloyds incurred 

significant underwriting losses of over $12 Billion Dollars in the late 1980’s and early 

1990’s and the Names defaulted on their respective underwriting responsibilities.  In an 

effort to maintain the integrity of the insurance polices underwritten by Lloyds, it 

implemented a reconstruction and renewal plan designed to reinsure the underwriting 

obligations of the Names.  However, many Names, including the Debtor, were unable to 

meet the financial obligations imposed upon them by the renewal plan, whereupon Lloyds 

instituted suit in England against those Names unwilling and/or unable to meet those 

obligations.  On July 28, 1998, Default Judgment was entered against the Debtor in 

London England in the amount of 94,690.49 British Pounds Sterling.  On May 30, 2003, 

The Society of Lloyds filed a Complaint in the United States District Court for the District 

of Massachusetts seeking to enforce its judgment against the Debtor.  The Debtor filed an 

answer to the Complaint on November 23, 2004 and continued with his attempt, which he 
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had undertaken since as early as 1994, to negotiate an amicable resolution of the 

indebtedness.  Judgment entered in favor of the Society of Lloyds on November 23, 2004 

in the amount of 106,584.38 British Pounds Sterling 

The Debtor continued his efforts to settle matters with Lloyds without 

success.  Compounding the Debtor’s financial woes, the Debtor earns his living as a 

financial services consultant.  The Debtor’s earning capacity has lagged over the past 4-5 

years due to reduced demand for his services and limited consulting opportunities.  The 

Debtor also incurred increasing credit card debt during that period of time.  Ultimately, the 

Debtor’s inability to resolve the Lloyds litigation and the Debtor’s mounting credit card 

debt necessitated the filing of the Chapter 11 proceeding.   

2. Commencement of Chapter 11 Case 
 

This Chapter 11 case was commenced on October 11, 2205 to resolve the 

Debtor’s unsecured debt to Lloyds and a variety of credit card companies and to enable the 

Debtor to reorganize his finances and pay a meaningful dividend to his unsecured creditors 

by borrowing funds, on an unsecured basis, from friends and/or business acquaintances 

willing to extend credit to the Debtor and by borrowing funds from his home equity line of 

credit that would otherwise be exempt from creditor attachment, to further enhance the 

payment to unsecured creditors.   

 
3. Chapter 11 Operations 
 

The Debtor has been in Chapter 11 for less than four months.  During that 

time, the Debtor his timely filed monthly operating reports with the Office of the United 

States Trustee.  As of December 31, 2005, the Debtor’s monthly operating report reflects 

that the Debtor has a positive cash balance of $3,259.62 in his Debtor-in-Possession 
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account.  Copies of all of the Debtor’s Monthly Operating Reports are attached to the 

Disclosure Statement as Exhibit 1.  Upon case commencement, the Debtor obtained an 

Order from the Bankruptcy Court establishing November 30, 2005 as the bar date for filing 

claims.  The Debtor also filed applications to retain counsel and an accountant, both of 

which were approved by the Court.  The Debtor also attended a meeting of creditors 

conducted by the Office of the United States Trustee on November 17, 2005.  The Debtor’s 

counsel has reviewed all timely filed claims on file with the United States Bankruptcy 

Court and does not anticipate filing any claims objections.    

 
B. THE PLAN 
 

1. Summary of the Plan 
 

The Debtor is proposing single cash dividend equal to 10% of a creditors 

Allowed Claim, payable on the date the Order confirming the Debtor’s Plan is Final.  The 

success of the Debtor’s Plan in predicated upon two things:  (1) the commitment of the 

Debtor’s wife to lend the Debtor the sum of $25,000.00 to be used to fund the proposed 

plan dividend, which funding commitment the Debtor has secured, and (2) the Debtor’s 

withdrawal of $18,000.00 from his home equity line with Irwin Home Equity, which 

funding is also presently available.  The Debtor’s Plan divides its creditors and interest 

holders into four classes.  Classes I through III, consisting of the Debtor’s Home Mortgage, 

Home Equity Line and Automobile loan, will be paid in full in accordance with the terms 

of the loan documents.   The Debtor’s Plan also addresses the unclassified administrative 

claims which have accrued during the Chapter 11 proceeding by two of the professionals 

employed by the Debtor, namely Donald R. Lassman, Bankruptcy Counsel to the Debtor, 

whose fees are expected to total $17,000.00 and who is holding a retainer in the amount of 
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$19,128.00, Matrix Financial, LLP, Accountant to the Debtor whose fees are expected to 

total $4,500.00 and who is holding a retainer $4,500.00.   

The Debtor’s CPA estimates that the Debtor and his wife owes the sum of 

$22,000.00 to the Internal Revenue Service and the Massachusetts Department of Revenue 

for income taxes for tax year 2005 and for the first quarter of 2006.  These tax liabilities 

will be paid by the Debtor’s wife.  The Debtor will meet his tax obligations for 2006 by 

timely making all estimated tax payments.   

Class One consists of the allowed secured claim Irwin Home Equity, the 

holder of a duly perfected first mortgage on the Debtor’s real estate recorded on December 

11, 2001 with Registration Number 905145, Page 317, in the original principal amount of 

$66,000.00.  The present outstanding balance per the most recent mortgage statement 

received by the Debtor in December 2005 is $48,327.00.  Under the terms of the Debtor’s 

plan, the Debtor will borrow an additional $18,000.00 on this home equity line and this 

claim will be continue to be paid in accordance with the terms of the loan documents.  

Class One is not impaired under the Plan.  

Class Two consists of the allowed secured claim of Washington Mutual 

Bank, the holder of a duly perfected second mortgage on the Debtor’s real estate recorded 

on July 28, 2003 at Registration Number 982153 with an unpaid principal balance of  

$850,049.66 per the mortgage statement received by the Debtor in December 2005.    

Under the terms of the Debtor’s plan, this claim will continue to be paid in accordance 

with the terms of the loan documents.   Class Two is not impaired under the Plan.  

Class Three consists of the secured claim of American Honda Finance in 

connection with a loan on the Debtor’s 2002 Honda Accord.  The Debtor will continue to 
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make timely payments to the creditors in accordance with the terms of the loan documents.  

Class Three is not impaired under the Plan.  

Class Four consists of the claims of all general unsecured creditors.  

Scheduled claims total $489,107.00.  The bar date for the filing of proofs of claims in this 

case was November 30, 2005.  Based on the Debtor’s review of the Proofs of Claims 

timely filed in this case, the Debtor believes that the total amount of unsecured claims is 

$489,107.00.  A list of all of the General Unsecured Claims as set forth on the Debtor’s 

Schedule F filed in this case as the time of case commencement is attached hereto as 

Exhibit 21.  The claims listed on Exhibit 2 will be paid a single pro-rata dividend equal to 

10% on the date that the order confirming the Debtor’s Plan is Final.  Class Seven is 

impaired under the terms of the Debtor’s plan.   

The Plan will primarily be funded by the funds that the Debtor receives 

from his wife and home equity line of credit.  The Debtor will also devote all sums in the 

DIP account2, which sums constitute the Debtor’s wages and, as such, are not property of 

the estate that would otherwise be unavailable for distribution to creditors.   The Debtor 

will also be contributing exempt funds totaling $18,000.00 to the plan by borrowing on his 

home equity line of credit to fund a portion of the plan dividend to his general unsecured 

creditors.  The plan funding shall be available on the date that the order confirming the 

Plan becomes final. 

                                                 
1 Exhibit 2 is a listing of the unsecured creditors per the Debtor’s bankruptcy schedule F. If a creditor timely 
filed a proof of claim, the Debtor has placed that figure on Exhibit 2 and the creditor’s dividend will be based 
upon the amount recited in the Proof of Claim. Also, the debtor has eliminated duplicate claims from the 
computation for Associated Recovery Systems (claim ending in 7216) which appears twice on page 1 of 
Exhibit 2, and the claim of Citibank –Universal (claim ending in 1119), which appears once on page 1 of 
Exhibit 2 and twice on page 7 of Exhibit 2. 
2 The Debtor anticipates that there will be no less than $6,000.00 in the DIP account at the time of plan 
confirmation, which is an amount sufficient to enable the Debtor to make the payments contemplated under 
this Plan.   
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Plan Confirmation Process 

 
Once the Court approves this Disclosure Statement, it and the Plan will be 

provided to all creditors together with a ballot for voting.  Since Classes One through 

Three are not unimpaired or otherwise not entitled to vote, only Class Four creditors will 

vote.  The Debtor anticipates that Class Four creditors will approve the Plan by the 

requisite majority in number and two thirds in amount of those voting, so that the Court 

may confirm the Plan under §1129(a).   

To confirm the Plan, the Court must find that the Plan meets the standards 

of §1129, primarily that the Plan was proposed in good faith, the Plan meets the best 

interest of creditors test (i.e. creditors receive more under the Debtor’s Plan than they 

would be paid in a Chapter 7 liquidation), and the Plan is feasible (i.e. the Debtor can make 

the required payments and will not be forced to further reorganize or liquidate.) 

The proposed plan contemplates a one-time payment to creditors from 

funds made available to the Debtor by third parties and by funds that the Debtor may 

presently borrow from his home equity line of credit.  Attached as Exhibit 3 is the 

Debtor’s Liquidation Analysis that demonstrates that unsecured creditors would receive no 

dividend on their claims if this case were a liquidation proceeding in Chapter 7.  Therefore, 

the best interest of creditors test is met by the Debtor’s Plan that proposes a payment to 

unsecured creditors of 10%.   

 
 3. Plan Implementation 
 
  The Plan payments will be coming from the sources identified above and 

the funds will be available to the Debtor for distribution to creditors in accordance with the 
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terms of his Plan on the date that the order confirming the Debtor’s Plan becomes Final.  

Therefore, the Debtor expects payments should be made to all creditors within 13 business 

days of plan confirmation.  

 4.   Alternatives to Confirmation 
 

As reflected on the Debtor’s Schedule I and J, the Debtor’s income is not 

presently sufficient to fund a plan and he is unable to commit to a stream of payment over 

time, and because the payments to the Debtor’s secured creditors are fixed either by statute 

or the applicable loan documents, the only plan alternatives involve payments to unsecured 

creditors.  The Debtor believes that he has proposed the most rapid repayment to unsecured 

creditors possible and that any alternative plan would likely mean both a slower and 

smaller payment to unsecured creditors. 

The only alternatives to this Plan of which the Debtor is aware are another 

possible plan, already discussed, or dismissal of this proceeding or liquidation under 

Chapter 7.  Under either of these scenarios it would be expected that either a Trustee would 

liquidate the Debtor’s collateral or that larger and more aggressive creditors would do so                     

piecemeal.  Since there is no equity available for creditors from the liquidation of the 

Debtor’s personal property or real estate, a Trustee would likely abandon all of the 

Debtor’s assets listed on Exhibit 3, leaving the creditors with no distribution in a Chapter 

7 proceeding. 

 
D. Conclusion and Recommendation 
 

The Debtor urges all Class Four creditors to vote in favor of the Plan, as it 

represents the best and most realistic means to pay creditors a meaningful dividend on their 

claims. 
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EXHIBIT 3 
 

LIQUIDATION ANALYSIS 
 
 

 
PROPERTY        VALUE1         LIENS         EXEMPTIONS            LIQUIDATION 
                            VALUE
 
1. Residence             $1,050,0002    $896,948.943   $500,000.004  $0.00 
 
2. Cash  $50.00  none  $50.00   $0.00 
 
3.  Checking acct $43.00  none  $43.00   $0.00 
 
4.  Household goods $5,445.005 none  $3,000.00  $2,445.00 
 
5.  Stereo  $940.00 none  $200.00  $740.00 
 
6.  Wardrobe  $500.00 none  $500.00  $0.00 
 
7.  Golf Clubs  $200  none  none   $200.00 
 
8.  Term Life Policy none  none  none   $0.00 
 
9.  Stop Loss Ins. unknown none  none   $0.00 
 
10.  SB Partners $3,400.00 none  none   $3,400.00 
 
11.  Tax refund $214.42 none  $214.42  $0.00 
 
12. Trust Interest $0.00  none  none   $0.00 
 
13.  2002 Honda $5,200.00 $5,292.42 $700.00  $0.00  
 
14.  Cat  $1.00  none  none   $1.00 
 
15.  Lawn tools $300.00 none  none   $300.00 
 
16. Golf Membership  unknown none  none   $0.00 
        TOTAL:        $7,086.00          

                                                 
1 Value based on Debtor’s Schedule B filed at case commencement. 
2 Value based on appraisal report dated July 1, 2005. 
3 Liens are payoff balances on first and second mortgage as of the date of the bankruptcy filing. 
4 Homestead exemption. 
5 Value reflects Debtor’s ½ interest in household goods and furnishings 
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