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LIQUIDATION ANALYSIS1 

As described in the Plan, the Debtors believe that the Plan as proposed yields the best 
result for the Debtors, their creditors and other parties in interest.  Based upon the following 
hypothetical analysis (the “Liquidation Analysis”), the Debtors believe that the Plan meets the 
“best interest of creditors” test set forth in section 1129(a)(7) of the Bankruptcy Code (described 
in Section 12.8 of the Disclosure Statement), and that each holder of an impaired claim will 
receive under the Plan value on the Effective Date that is not less than the value such holder 
would receive if the Debtors were to be liquidated under chapter 7 of the Bankruptcy Code on 
the Effective Date. The Debtors believe the Liquidation Analysis and the conclusions set forth 
herein are reasonable, and represent management’s best judgment with regard to the results of a 
liquidation of the Debtors under chapter 7.  The analysis was prepared solely to assist the 
Bankruptcy Court in making this determination, and should not be used for any other purpose.  

The Liquidation Analysis reflects the estimated cash proceeds, net of liquidation-related 
costs that would be realized if the Debtors were to be liquidated under chapter 7 of the 
Bankruptcy Code.  Underlying the Liquidation Analysis are a number of estimates and 
assumptions that, although developed and considered reasonable by management of the Debtors 
and by the Debtors’ professionals, are inherently subject to significant business, economic and 
competitive uncertainties and contingencies beyond the control of the Debtors and their 
management, and are also based upon assumptions with respect to certain liquidation decisions 
which could be subject to change.  The Liquidation Analysis has not been examined or reviewed 
by independent accountants in accordance with standards promulgated by the American Institute 
of Certified Public Accountants.  THERE CAN BE NO ASSURANCE THAT THE VALUES 
REFLECTED IN THE LIQUIDATION ANALYSIS WOULD BE REALIZED IF THE 
DEBTORS WERE, IN FACT, TO UNDERGO SUCH A LIQUIDATION IN CHAPTER 7, 
AND ACTUAL RESULTS COULD VARY MATERIALLY FROM THOSE SHOWN HERE. 

In preparing the Liquidation Analysis, the Debtors estimated Allowed Claims based upon 
a review of the Debtors’ Schedules and filed proofs of claim.  In addition, the Liquidation 
Analysis includes estimates for Claims not currently asserted in the Chapter 11 Cases, but which 
could be asserted and Allowed in a chapter 7 liquidation, including unpaid chapter 11 
administrative expense Claims, and chapter 7 administrative claims  such as wind-down costs, 
trustee fees, and tax liabilities.  To date, the Bankruptcy Court has not estimated or otherwise 
fixed the total amount of Allowed Claims used for purposes of preparing this Liquidation 
Analysis.  Therefore, the Debtors’ estimate of Allowed Claims set forth in the Liquidation 
Analysis should not be relied on for any other purpose, including determining the value of any 
distribution to be made on account of Allowed Claims and Interests under the Plan. NOTHING 

                                                           
1 Capitalized terms not otherwise defined herein shall have the meanings ascribed to such terms in the Disclosure 
Statement or the Plan, as applicable. 
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CONTAINED IN THE LIQUIDATION ANALYSIS IS INTENDED TO BE OR 
CONSTITUTES A CONCESSION OR ADMISSION OF THE DEBTORS.  THE ACTUAL 
AMOUNT OF ALLOWED CLAIMS IN THE CHAPTER 11 CASES COULD MATERIALLY 
DIFFER FROM THE ESTIMATED AMOUNTS SET FORTH IN THE LIQUIDATION 
ANALYSIS. 

Management of the Debtors prepared this Liquidation Analysis with the assistance of the 
Debtors’ professionals.  The Liquidation Analysis is predicated on the assumption that the 
Debtors would commence liquidation under chapter 7 on or around July 31, 2013 (the 
“Conversion Date”). The projected balance sheet is the best approximation of the Debtors’ assets 
to be liquidated if the Debtors were to be liquidated in accordance with chapter 7 of the 
Bankruptcy Code. 

1. General Assumptions 
 

a) Liquidation Period 

It is assumed that the liquidation of the Debtors would commence under the direction of a 
chapter 7 trustee (the “Trustee”) and would continue for a period of time until substantially all of 
the assets and claims have been resolved. (the “Liquidation Period”).  Although the majority of 
the Debtors’ assets have already been liquidated or may take less than six months to liquidate, 
other assets may be more difficult and may take longer than six months to liquidate.  The 
Debtors believe that a liquidation period of six months will allow enough time for the orderly 
liquidation of most of the assets.   

b) Asset Value 

The Liquidation Analysis is based on estimated asset values as of July 31, 2013, unless 
otherwise noted. 

c) Chapter 7 Committee(s) 

No committees are generally formed under Section 705 of the Bankruptcy Code or, to the 
extent that one or more committees are formed, the Debtors’ Estates are not obligated to pay fees 
or expenses associated with any such committees.  

d) Liquidation Methodology 

The Debtor entities are assumed to be liquidated either through a distressed sale on a 
going concern basis or as part of a straight liquidation of the underlying assets depending on 
the best course for that entity.  Typically, upon conversion of a chapter 11 case to a chapter 7 
case, a business is shut down and ceases all operations.   
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• Going Concern Disposition – The Nexa sale was approved by the Bankruptcy 
Court on March 26, 2013, and closed on April 1, 2013 and was the last operating 
business of the Debtors. 

• Shut Down- The Liquidation Analysis assumed that all other Debtor entities 
would cease operations immediately.  Most of their employees would be severed 
and their assets liquidated piecemeal over a six-month period.  The gross 
liquidation proceeds assumed to be received as a result of the sale and liquidation 
of the assets and operations of the Debtor entities, as outlined above, less the costs 
associated with liquidation as detailed below, is then used to satisfy the various 
Claims, including the chapter 7 Claims, chapter 11 administrative expenses and 
Non-Tax Priority Claims, and prepetition Claims.  The Liquidation Analysis 
assumes that the trustee would resolve Claims and other matters involving the 
Debtors’ Estates and make distributions to creditors.  

e) Other Potential Recoveries and Other Potential Claims 
 

The Liquidation Analysis does not consider recoveries from potential Claims arising 
from the prosecution of Patent Claims or other Claims against third parties.  It is assumed that 
the recoveries from these claims would be substantially similar in either reorganization or 
liquidation and thus are not included in this analysis. 

In addition to these assumptions and the specific assumptions listed in the notes to the 
Liquidation Analysis, there are significant areas of uncertainty that exist with respect to this 
Liquidation Analysis: 

• Due to general uncertainties with respect to the outcome of contingent litigation 
matters, the actual value of contingent litigation Claims, including Patent Claims, 
remains uncertain.  Accordingly, the estimated recovery percentages could be 
impacted by the outcome of such contingent litigation matters. 

• The Liquidation Analysis assumes that there are no recoveries from the pursuit of 
any potential preferences, fraudulent conveyances, or other causes of action and 
does not include the estimated costs of pursuing such actions. 

• This Liquidation Analysis is also based upon assumptions with regard to 
liquidation decisions that are subject to change.  Accordingly, there can be no 
assurances that the values reflected in this Liquidation Analysis would be realized 
if the Debtors were, in fact, to undergo, such liquidation. 

UNDERLYING THE LIQUIDATION ANALYSIS ARE A NUMBER OF ESTIMATES 
AND ASSUMPTIONS THAT, ALTHOUGH DEVELOPED AND CONSIDERED 
REASONABLE BY THE DEBTORS, ARE INHERENTLY SUBJECT TO SIGNIFICANT 
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ECONOMIC AND COMPETITIVE UNCERTAINTIES AND CONTINGENCIES BEYOND 
THE CONTROL OF THE DEBTORS, AND, WITH RESPECT TO LIQUIDATION 
DECISIONS, COULD BE SUBJECT TO CHANGE.  ACCORDINGLY, THERE CAN BE NO 
ASSURANCE THAT THE VALUES REFLECTED IN THE LIQUIDATION ANALYSIS 
WOULD BE REALIZED IN THE EVENT OF SUCH LIQUIDATION, AND ACTUAL 
RESULTS COULD VARY MATERIALLY FROM THOSE SHOWN HERE.  

Notes to Liquidation Analysis 

2. Asset Liquidation Values  
 
Note A- Cash and Cash Equivalents: 

For purposes of this Liquidation Analysis, Cash and Cash Equivalents are assumed to be fully 
recoverable.  As of April 1, 2013, the Debtors sold their last operating business, Nexa.  Any 
change in the cash balance relates to the collection of accounts receivable and receipt of proceeds 
from asset recoveries and the costs associated with the winding down of the Debtors’ affairs.  
The estimated Cash and Cash Equivalents balance includes receipts of all proceeds and cash 
disbursements made through July 31, 2013.    

Note B- Other Assets: 

Includes prepaid deposits, tax refunds receivable and other sundry assets which are assumed to 
have minimal value in liquidation.   

Note C- Assets Sold as a Going Concern: 
 
The Debtors do not have any ongoing business operations at this time. 

 
Note D- Illiquid Instruments: 
 
The Illiquid Instruments primarily consist of certain municipal bonds, including Cambridge, 
Dade County, Leon County and Will County municipal bonds, certain partnership interests, 
secured debts and other collateral.  It may take significant time and investment of resources to 
liquidate the various Illiquid Instruments.   The Debtors estimated the recovery for the Illiquid 
Instruments to be in the range of $5-$10 million. 
 
Note E- Canadian Assets: 
 
It is uncertain what proceeds would be available to distribute to non-PFSC creditors upon 
conclusion of the Canadian Proceeding.     
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Note F- Chapter 7 Trustee Fees:  

It has been assumed that a chapter 7 trustee would be appointed to oversee the liquidation of the 
Debtors under chapter 7.  A chapter 7 trustee would be compensated in accordance with the 
guidelines of Section 326 of the Bankruptcy Code.2  Trustee fees are estimated to be 3% of the 
gross value realized by the liquidation of the Debtors’ assets.  

Note G- Other General and Administrative Expenses: 
 
The trustee will have to retain professionals who do not have the institutional knowledge of these 
cases possessed by the Debtors’ current professionals, which will result in delay and the 
incurrence of additional costs.  In addition, the trustee would have to retain additional staff to 
assist with the accounting and claims reconciliation processes.   

 
Note H- Professional Fees: 
 
Chapter 7 professional fees include fees and expenses incurred by attorneys and other 
professionals that the trustee would engage to assist in liquidating the Debtors’ assets and 
administering the bankruptcy estates.  These fees are in addition to the fees and expenses that 
would be incurred by the professionals of the Debtors and Creditors’ Committee during the 
period of transition between chapter 11 and chapter 7.  Given that a chapter 7 trustee and his or 
her professionals would be required to familiarize themselves with the Debtors, their Estates, the 
property, the Causes of Action, and related matters, it is anticipated that a chapter 7 trustee’s 
professionals fees would be higher than the estimated professional fees to be incurred by the 
Liquidation Trustee following Confirmation or consummation of the Plan.   

 
Note I- Tax Related Fees: 
 
The Debtors will continue to incur tax-related costs as well as costs in connection with work 
performed by the Debtors’ current tax consultant related to the filing of the necessary federal and 
state tax returns. 
 
Note J- : 
 
There are no current operations.   

 

                                                           
2 Pursuant to Section 326 of the Bankruptcy Code, the statutory chapter 7 Trustee fee will not exceed 25% of the 
first $5,000 disbursed, 10% on any amount in excess of $5,000 but not in excess of $50,000, 5% on any amount in 
excess of $50,000 but not in excess of $1,000,000, and reasonable compensation not to exceed 3% on any amounts 
in excess of $1,000,000. 
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Note K-  Wind Down Costs: 
 
Costs associated with the limited operation of corporate functions during the liquidation 
(including finance, technology, human resource and property service centers) are allocated to 
PFSI.   

 
Note L- Employee  Severance Costs: 
 
Employee severance is based upon the Bankruptcy Court approved severance policy.  Pursuant 
to the Bankruptcy Court approved severance policy, the Liquidation Analysis assumes lump-sum 
payments without benefits continuation for all employees of entities that are liquidated.   
 
Note M- Recoveries from Intercompany Balances: 
 
The Liquidation Analysis assumes certain intercompany note balances are valid at the amounts 
reflected in the books and records of the Debtor entities without giving effect to any potential 
challenges to their validity.  The Liquidation Analysis assumes that intercompany claims are 
satisfied from the value after recoveries and each subsidiary receives value on account of its 
respective intercompany receivables 

 
Note N- Priority Tax Claims:  

Includes an estimated Allowed amount for existing tax Claims that would occur in liquidation.  
Certain existing tax Claims are joint and several liabilities of all of the Debtors and the estimated 
Allowed amounts are consistent with the assumptions with regard to resolving outstanding tax 
disputes incorporated into the Debtors’ business plan.  .  

Case 13-10061-PJW    Doc 593-5    Filed 06/06/13    Page 7 of 27



Case 13-10061-PJW    Doc 593-5    Filed 06/06/13    Page 8 of 27



Case 13-10061-PJW    Doc 593-5    Filed 06/06/13    Page 9 of 27



Case 13-10061-PJW    Doc 593-5    Filed 06/06/13    Page 10 of 27



Case 13-10061-PJW    Doc 593-5    Filed 06/06/13    Page 11 of 27



Case 13-10061-PJW    Doc 593-5    Filed 06/06/13    Page 12 of 27



Case 13-10061-PJW    Doc 593-5    Filed 06/06/13    Page 13 of 27



Case 13-10061-PJW    Doc 593-5    Filed 06/06/13    Page 14 of 27



Case 13-10061-PJW    Doc 593-5    Filed 06/06/13    Page 15 of 27



Case 13-10061-PJW    Doc 593-5    Filed 06/06/13    Page 16 of 27



Case 13-10061-PJW    Doc 593-5    Filed 06/06/13    Page 17 of 27



Case 13-10061-PJW    Doc 593-5    Filed 06/06/13    Page 18 of 27



Case 13-10061-PJW    Doc 593-5    Filed 06/06/13    Page 19 of 27



Case 13-10061-PJW    Doc 593-5    Filed 06/06/13    Page 20 of 27



Case 13-10061-PJW    Doc 593-5    Filed 06/06/13    Page 21 of 27



Case 13-10061-PJW    Doc 593-5    Filed 06/06/13    Page 22 of 27



Case 13-10061-PJW    Doc 593-5    Filed 06/06/13    Page 23 of 27



Case 13-10061-PJW    Doc 593-5    Filed 06/06/13    Page 24 of 27



Case 13-10061-PJW    Doc 593-5    Filed 06/06/13    Page 25 of 27



Case 13-10061-PJW    Doc 593-5    Filed 06/06/13    Page 26 of 27



Case 13-10061-PJW    Doc 593-5    Filed 06/06/13    Page 27 of 27



Case 13-10061-PJW    Doc 593-6    Filed 06/06/13    Page 1 of 8



Case 13-10061-PJW    Doc 593-6    Filed 06/06/13    Page 2 of 8



Case 13-10061-PJW    Doc 593-6    Filed 06/06/13    Page 3 of 8



Case 13-10061-PJW    Doc 593-6    Filed 06/06/13    Page 4 of 8



Case 13-10061-PJW    Doc 593-6    Filed 06/06/13    Page 5 of 8



Case 13-10061-PJW    Doc 593-6    Filed 06/06/13    Page 6 of 8



Case 13-10061-PJW    Doc 593-6    Filed 06/06/13    Page 7 of 8



Case 13-10061-PJW    Doc 593-6    Filed 06/06/13    Page 8 of 8



Case 13-10061-PJW    Doc 593-7    Filed 06/06/13    Page 1 of 1



Case 13-10061-PJW    Doc 593-8    Filed 06/06/13    Page 1 of 3



Case 13-10061-PJW    Doc 593-8    Filed 06/06/13    Page 2 of 3



Case 13-10061-PJW    Doc 593-8    Filed 06/06/13    Page 3 of 3


