
CASE TYPE: VALUATION 
 

In Re: Heilig-Meyers, 319 B.R. 447 (Bankr. E.D. Va. 2004) 
 

TO PROVE INSOLVENCY UNDER THE BALANCE SHEET TEST METHODOLOGY, AN 
INDEPENDENT FINANCIAL OPINION IS NEEDED 

 
 
 
 
 

 
 
 
 
 
 
 
 
 
Initial Transaction: 
 

 Heilig-Meyers Company (“Heilig-Meyers”), the largest furniture retailer in the United States had 
approximately $20,000,000 in antecedent debt.  Due to financial pressures servicing the debt 
levels, Management requested modifications to its existing debt agreements.   
 

 These modifications were executed on May 25, 2000.  On August 16, 2000, Heilig-Meyers filed 
for bankruptcy and later sought to avoid the liens and related cash payments made to the lenders 
by Heilig-Meyers under the modified agreements on the grounds that they were insolvent at the 
time of the transactions. 

 
Background of the Court Case: 
 

 To determine the financial condition of Heilig-Meyers, the Court relied on a balance sheet test of 
insolvency which incorporates testimony of the parties’ expert financial opinions, as well as a 
calculated dollar figure to arrive at its determination.  
 

 Both parties retained financial opinion experts to perform valuation reports and support their 
findings through court testimony.  The Court analyzed both parties’ reports and concluded its own 
determination of solvency based on the experts findings.   
 

 The Court concluded that Heilig-Meyers was solvent on the date it executed the modifications and 
therefore the liens and cash payments are valid and not avoidable.  

In Re Heilig-Meyers, the Court discussed the balance sheet test for insolvency in length.  The 
Court expressed the need for expert financial opinions when determining whether a company 
is insolvent or not.  The Court stated that the application of the balance sheet test for 
insolvency should not solely rely on asset book values contained in the debtors’ financial 
statements or bankruptcy schedules.  It should also rely on other sources of information 
including, but not limited to, expert financial opinions, such as solvency opinions, current 
audited financial statements, current business valuations and appraisals performed by 
independent experts and the debtor’s actual operating experience. 
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In re: Heilig-Meyers Company, et al., Debtors.; Heilig-Meyers Company, et al., Plaintiffs v. Wachovia Bank, N.A., f/k/a First Union National Bank and 

as successor by merger to Wachovia Bank, N.A., both as agent and individually; Wachovia Securities, Inc., f/k/a Wachovia Capital Markets, Inc.; Bank of 
America, N.A.; Crestar Bank; Suntrust Bank; The Fuji Bank, Ltd.; First Chicago, f/k/a The First National Bank of Chicago; Credit Lyonnais, New York 

Branch; The Bank of Tokyo-Mitsubishi, Ltd.; MLO CLO XIX Sterling (Cayman), Ltd.; PNC Bank, National Association; Prudential Insurance Company 
of America; Pruco Life Insurance Company; DOE Wachovia Certificate Holders Nos. 1-1,000; and DOE FUNB Certificate Holders Nos. 1-1,000, 

Defendants 
 

Case Nos. 00-34533-DOT, 00-34534-DOT, 00-34535-DOT, 00-34536-DOT, 00-34537-DOT, 00-34538-DOT, Jointly Administered, Chapter 11, Adv. 
Proc. No. 02-6158-DOT  

 
UNITED STATES BANKRUPTCY COURT FOR THE EASTERN DISTRICT OF VIRGINIA, RICHMOND DIVISION  

 
319 B.R. 447; 2004 Bankr. LEXIS 2167 

 
   

December 21, 2004, Decided 
 
SUBSEQUENT HISTORY: Affirmed by Heilig-Meyers Co. v. Wachovia Bank, N.A. (In re Heilig-Meyers Co.), 328 B.R. 471, 2005 U.S. Dist. LEXIS 
19869 (E.D. Va., 2005) 
 
 
PRIOR HISTORY: Official Comm. of Unsecured Creditors of Heilig-Meyers Co. v. Wachovia Bank, N.A. (In re Heilig-Meyers Co.), 297 B.R. 46, 
2003 Bankr. LEXIS 980 (Bankr. E.D. Va., 2003) 
 
COUNSEL:  [**1]  For Hunton & Williams, Attorney: Benjamin C. Ackerly, Hunton & Williams LLP, Riverfront Plaza, East Tower, Richmond, VA 
  
For Vermilion Holdings, Inc., Creditor: Jeffrey Ackermann, Durio, McGoffin & Stagg, Lafayette, LA 
  
For San Marcos Consolidated Independent School District, Creditor: David G. Aelvoet, Linebarger Goggan Blair Pena & Sampson, San Antonio, TX 
  
For Jasper Fontenot, Creditor: H. Kent Aguillard, Young, Hoychick & Aguillard, LLP, Eunice, LA 
  
For Sunflower Supply Company, Creditor: Marc E. Albert, Morrison & Hecker LLP, Washington, DC 
  
For Official Committee of Unsecured Creditors, Creditor Committee: Sam J. Alberts, White & Case, LLP, Washington, DC 
  
For MRO Southwest, Inc., Creditor: J. Devin Alsup, Kerr & Ward, LLP, Midland, TX 
  
For Arcese Brothers, Ltd., Creditor: Eric Andrews, Polsinelli Shalton & Welte, Kansas City, MO 
  
For Agilera.Com, Creditor: Steve Armstrong, Englewood, CO 
  
For Tarantino Properties, Inc., Creditor: David Askanase, Houston, TX 
  
For Relational Funding Corporation, Creditor: Thomas V. Askounis, Askounis & Borst, P.C., Chicago,, IL 
  
For Mary B. Astin, Creditor: J. Steve Astin, Cedartown, GA 
  
For LCG-Building, [**2] LLC, Creditor: Patrick H. Autry, Matthews & Branscomb, San Antonio, TX 
  
For Old Dominion Truck Leasing, Inc, Relational Funding Corporation, Commercial Finance Group/Texa L.L.C., L. Douglas Wilder, Richmond, VA, 
Creditor: William R. Baldwin, III, Cherry, Seymour & Hundley, P.C., Richmond, VA 
  
For The Clark County Treasurer, Clark County Treasurer, Creditor: Frank Ballard 
  
For Meyer Family Land Trust, Creditor: Barry M. Barash, Barash & Everett, LLC, Bridlecreek Square Office Park, Galesburg, IL 
  
For Aaron Rents, Inc., Creditor: David G. Barger, Office of William Mullen, McLean, VA 
  
For U.S. Trustee Richmond, U.S. Trustee: Lee Barnhill, Office of the U. S. Trustee, Richmond, VA 
  
For Wachovia Bank, N.A., Creditor: Peter Barrett, Kutak Rock L.L.P., Richmond, VA 
  
For Agilera.Com, Creditor: Lawrence Bass, Holmes, Roberts & Owen LLP, Denver, CO 
  
For Willie B. Fletcher, Jr., Sue C. Fletcher, Creditor: Philip C. Baxa, Troutman Sanders LLP, Richmond, VA 
  
For Commercial Net Lease Realty, Inc., Creditor: Matt E. Beal, Lowndes, Drosdick, Doster, Kantor & Reed, Orlando, FL 
  
For Anna Holley, Creditor: Julia A. Beasley, Beasley, Allen, Crow, Methvin, et al,  [**3]  Montgomery, AL 
  



For Ocwen Federal Bank, FSB, Creditor: Edward A. Beck, O'Connor & Hannan, LLP, Washington, DC 
  
For Heilig-Meyers, Bennett Lotterhos Sulser & Wilso PA, Creditor: Richard T. Bennett, Bennett Lotterhos Sulser & Wilson PA, Jackson, MS 
  
For Back Bay Capital Funding LLC, Fleet Retail Finance Inc., Creditor, Heilig-Meyers Company, Debtor, Official Committee of Unsecured Creditors, 
Tavenner & Beran, PLC, Special Counsel: Paula S. Beran, Tavenner & Beran, PLC, Richmond, VA 
  
For Sharauncie Gardner, Creditor: Archie C. Berkeley, Jr., Berkeley & DeGaetani, Richmond, VA 
  
For David Cook, Creditor: David H. Berry, Law Office of David H. Berry, P.C., Hilton Head Island, SC 
  
For Heilig-Meyers Credit Center, Creditor: W. Thomas Bible, Jr., Fields & Bible, PC, Chattanooga, TN 
  
For Shaheen & Company, Creditor: David G. Bisbee, McRae & Bisbee, LLP, Atlanta, GA 
  
For Bert E. Arnlund, Daniel P. Mahoney, Donald H. Duncan, Gregory L. Freeman, John C. Cullather, Joseph Graziano, Robert J. D'Amico, Creditor: 
Steven S. Biss, Richmond, VA 
  
For Forest Mart Associates, GP, Ira L. Rachelson, Billy Melvin Sowers, Ricky C. Hall, Jean Ehrhart, Anthony R. Weiler, Patterson [**4] West, Ltd., 
Austin Productions and Austin Sculpture, Metro Truck & Tractor Leasing, Inc., WILLIAMS, MULLEN, CLARK & DOBBINS, Creditor: Paul S. Bliley, 
Jr., Williams, Mullen, Clark & Dobbins, Richmond, VA 
  
For Laurel of Dubois, Creditor: Robert J. Blumling, Blumling & Gusky, LLp, Pittsburgh, PA 
  
For Ohio Police and Fire Pension Fun, State Teachers Retirement System Ohio, Creditor: Robert L. Bodansky, Seyfarth Shaw LLP, Washington, DC 
  
For McMahan's Orange County Division, Inc., Creditor: James C. Bodie, Thompson, Smithers, Newman, Wade etal, Richmond, VA 
  
For McGuire Woods, LLP, Special Counsel: Sarah Beckett Boehm, McGuireWoods LLP, One James Center, Richmond, VA 
  
For Heilig-Meyers Company, Debtor: John Russell Bollinger, Boleman Law Firm, P.C., Richmond, VA 
  
For Donna G. Scott, Creditor: Thomas D. Bonds, Oneonta, AL 
  
For Clinch County Tax Commissioner, Creditor: Bryant H. Bower, Jr., Waycross, GA 
  
For Nalley Commercial Properties, Blake P. Garrett, David H. Garrett, George B. Nalley, Jr., Creditor: Jean W. Boyles, Raleigh, NC 
  
For WEC 97-Iowa-1 Investment Trust, WEC 97H- Washington-1 Investment Trust, WEC 97H-Idaho Investment Trut, WEC 97H-Montana [**5] 
Investment Trust, WEC 97H-Oregon-1 Investment Trust, WEC 97H-Illinois Investment Ttust, WEC 97H-Iowa-2 Investment Trust, Creditor: Paul B. 
Bran, Dickstein Shapiro Morin & Oshinsky LLP, Washington, DC 
  
For Electric Plant Board, Creditor: G. Sidnor Broderson, Link & Broderson, Franklin, KY 
  
For CCA Financial Inc., Clinton Iowa HM4, Inc., Kirksville Missouri HM3, Inc., Shelbyville Indiana HM2, Inc., Washington Iowa HM1, Inc., Michael 
W. Rudd, Jay Landau dba HELMAR Realty, Leo Landau dba HELMAR Realty, The James A. McMahan Family Land Partnership, Helmar Realty, 
Beechlake Shopping Center Inc., Brooklyn Shopping Center, Clarksdale Center Inc., Marshall County Plaza, Village Properties Inc., Village Square Inc., 
Union St. Investments, Inc., Concord, NC, Wells Fargo Bank Minnesota, NA, Creditor: William A. Broscious, Kepley Broscious, PLC, Richmond, VA 
  
For Steward Village Limited Partners, Creditor: C. Thomas Brown, Silver & Brown, Fairfax, VA 
  
For Ross County Treasurer, Ross County, Ohio, Creditor: Judith H. Brown 
  
For Freeport Holdings LLC, Creditor: Kim M. Brown, Blackwell Sanders Peper Martin LLP, St. Louis, MO 
  
For Peebles Holding Company, Creditor: Robert B.  [**6] Brown, Robert B. Brown & Assoc, P.L.C., Richmond, VA 
  
For Manugistics, Inc., Interested Party: Timothy Francis Brown, Arent, Fox, Kintner, Plotkin & Kahn PLLC, Washington, DC 
  
For The Tamarkin Company, Metro Truck & Tractor Leasing, Inc., Navistar Leasing Company, Creditor: James J. Burns, Richmond, VA 
  
For Laurel Development Company, Inc., Laurel of Dubois, Jay E. Kimbrell, Mary A. Fisher, Michael King, Sealy Heart of Bossier, LLC, Creditor, The 
CIT Group/Business Credit, Inc., Financial Advisor: Robert J. Burr, Sands, Anderson, Marks&Miller, PC, Richmond, VA 
  
For Metro Truck & Tractor Leasing, Inc., Creditor, John N. Sniffin, Interested Party, Lord Bissell & Brook, Benchcraft / Benchcraft Inc., The Berkline 
Corporation, Universal Furniture, Ltd., Creditor: Andrew Brian Buxbaum, Williams Mullen, Richmond, VA 
  
For Maricopa County, Creditor: Barbara Lee Caldwell, Herbert Schenk P.C., Phoenix, AZ 
  
For Wachovia Bank, N.A., Creditor: Douglas D. Callaway, Wachovia Bank, Richmond, VA 
  
For International Furniture Marketing Asia, International Furniture Marketing Inc., Standard Furniture Inc., Creditor: Henry A. Callaway, III, Hand 
Arendall LLC, Mobile, AL 



  
For [**7] GWR Property Mortgage Compa Inc., Creditor: David L. Campbell, Campbell & Cobbe, P.C., Dallas, TX 
  
For Alabama Power Company, Creditor: Robert A. Canfield, Canfield, Baer, Heller & Johnston, LLP, Richmond, VA 
  
For Heilig-Meyers, Creditor: Charles F. Carpenter, Pulley, Watson, King & Lischer, Durham, NC 
  
For Wachovia Bank, N.A., Creditor: Christopher L. Carson, Jones, Day, Reavis & Pogue, Atlanta, GA 
  
For Michael J. Champlin, NW-Parmer, LTD, Creditor: Michael J. Champlin, Bowen, Champlin, Carr Foreman & Rockech, Richmond, VA 
  
For Demetrias Martin, Aultman, Tyner, Ruffin & Yarbo, D&L Appliance Parts, Globe Screen Printing Corp., Graphics Gallery of Virginia, American 
Furniture Mfg. Inc., Carlton Manufacturing, Inc., Great American Oak, Hillsdale House Ltd & Beds L.L.C, Hillstreet Beds, Landmark, Inc., Master 
Design Furniture, Oriental Weavers, SunTrust Bank, Ramirez, Maria, Creditor: Robert H. Chappell, III, Spotts Fain PC, Richmond, VA 
  
For West Virginia Steel Corporation, Creditor: Julia A. Chincheck, Bowles, Rice, McDavid, Graff & Love PLLC, Charleston, WV 
  
For Heilig-Meyers, Creditor: Donald L. Christian, Jr., Huntsville, AL 
  
For Oracle Corporation, [**8] Buchalter, Nemer, Fields & Younge, Oracle Credit Corporation, Creditor: Shawn M. Christianson Buchalter, Nemer, 
Fields & Younger, San Francisco, CA 
  
For Sunflower Supply Company, Creditor: Darrell William Clark, Stinson Morrison Hecker LLP, Washington, DC 
  
For Heilig-Meyers Company, Debtor: Kevin Clark, Willkie Farr & Gallagher, New York, NY 
  
For Tennessee Department of Revenue, Creditor: Marvin E. Clements, Jr., Bankruptcy Division, TN Atty Gen. Off., Nashville, TN 
  
For Bank of America, Creditor: Charles M. Cobbe, Cambell & Cobbe, PC, Dallas, TX 
  
For Freeport Holdings LLC, Creditor: Jane Cohen, Law Offices of Jane Cohen LLC, St. Louis, MO 
  
For Ralphs Grocery Company, Creditor: Robert S. Coldren, Hart, King & Coldren, Santa Ana, CA 
  
For Wachovia Bank, N.A., Creditor, David L. Eades, David S. Walls, Jennifer A. Merlo, Luis M. Agosto, Stephen E. Gruendel, Attorney: Michael A. 
Condyles, Kutak Rock L.L.P., Richmond, VA 
  
For Kirk A. Anderson, Creditor: Erin A. Connors, Graves, Dougherty, Hearon & Moody, Austin, TX 
  
For Jean Ehrhart, Creditor: Marcia L. Cooper, Gilardi, Cooper & Lomupo, Pittsburgh, PA 
  
For Kmart Corportaion, Creditor: Dawn R. Copley, [**9] Detroit, MI 
  
For Kensington Associates Limited Partnership, Creditor: Lawrence D. Coppel, Gordon, Feinblatt, Rothman, etal, Baltimore, MD 
  
For Developers Diversied Realty Corporation, Creditor: Eric C. Cotton, Developers Diversified Realty Corp., Beachwood, OH 
  
For Seville Plaza General Partnership, Creditor: Andre G. Coudrain, Hammond, LA 
  
For Gina Joshua, Creditor: Henry Counts, Jr., Alexandria, VA 
  
For Coast Electric Power Association, Singing River Electric Power Asso, Creditor: Gail A. Crowell, Compton, Crowell and Hewitt, PLLC, Biloxi, MS 
  
For Sage Furniture & Appliance Inc., Hyman Meyers, Nathaniel Krumbein, S. Sidney Meyers, American River Properties, Creditor: Karen M. Crowley, 
Marcus, Santoro & Kozak, P.C., Chesapeake, VA 
  
For Oscar G. Stephens, Vermilion Holdings, Inc., Peter Christo, Kathryn Poorman, Lucy Christo, Faleh Khezawi, Creditor: Paul McCourt Curley, 
Canfield, Baer, Heller & Johnston, LLP, Richmond, VA 
  
For Heilig-Meyers Company, Debtor: H. Slayton Dabney, Jr., McGuire Woods LLP, Richmond, VA 
  
For American Bankers Insurance Company of Florida, American Bankers Insurance Group, American Bankers Life Assurance Company of 
Florida, [**10] American Reliable Insurance Company, Caribbean American Life Insurance Company, Caribbean American Property Insurance 
Company, Ranchers and Farmers Mutual Insurance Company, Voyager Indemnity Insurance Company, Voyager Life Insurance Company, Voyager Life 
and Health Insurance Company, Voyager Property and Casualty Insurance Company, Creditor, Pro se: Joel L. Dahnke, Henry, O'Donnell, Dahnke & 
Walther, Fairfax, VA 
  
For Wal-Mart Stores, Inc., Creditor: James F.B. Daniels, Daniels & Kaplan, Kansas City, MO 
  
For State of Ohio, Department of Taxation, Creditor: Rebecca L. Daum, Ohio Department of Taxation, Bankruptcy Division, Columbus, OH 
  
For Simmons Upholstery LLC, Creditor: C. Paul Davis, Leo & Associates, Huntsville, AL 
  



For DSL Service Company, Creditor: Joey DeLeon, Newport Beach, CA 
  
For NAP Chesterfield LP, Creditor: J. Michael Debbeler, Graydon Head & Ritchey LLP, Cincinnati, OH 
  
For Curtis Properties, Inc., Creditor: John C. Decker, II, Burke, VA 
  
For NW-Parmer, LTD, Creditor: Michael Deitch, Law Offices of Michael Deitch, Austin, TX 
  
For D.L. Peterson Trust, PHH Vehicle Management Service LLC, Creditor: John D. Demmy, Stevens & Lee, PC, Wilmington, [**11] DE 
  
For David L. Cook, Creditor: Daniel R. Denton, Beaufort, SC 
  
For Troy W. Privette, Creditor: G. Conrad Derrick, Calcutt Law Firm, Florence, SC 
  
For Matagorda County, Orange CAD, Orange County, Montgomery County, Nacogdoches County, Taxing Authorities, State of Texas, Creditor: John P. 
Dillman, Linebarger Goggan Blair Pena & Sampson, Houston, TX 
  
For American Color Graphics Inc., Fremont Indemnity Co. f/k/a Industrial Indemnity, Provident Life & Accident, n/k/a UNUMProvident Corporation, 
Portland, ME, Rightminds f/k/a Thurston Chapman & Associates, Trans Union LLC, Creditor: Amy K. Dilworth, McCandlish Holton, Richmond, VA 
  
For Allstate Petroleum Company, Creditor: John T. Donelan, Law Offices of John T. Donelan, Alexandria, VA 
  
For Transport International Pool, Inc., Creditor: Amish R. Doshi, Oppenheimer, Wolff & Donnelly LLP, New York, NY 
  
For Kmart Corportaion, Creditor: George R. Doumar, Dilworth Paxson, PLLC, Washington, DC 
  
For 43 Indian LLC, Store No. 733 Phoenix Arizona, Creditor: Tammy C. Drescher, Leitess, Leitess & Friedberg, P.C., Baltimore, MD 
  
For Relational Funding Corporation, Creditor: Dennis A. Dressier, Askounis & Borst, PC,  [**12]  Chicago, IL 
  
For Quincy Dailey, Creditor: James T. Duckworth, III, Edmundson & Burnette, LLP, Attorneys at Law, Oxford, NC 
  
For Heilig-Meyers Credit Center, Creditor: Stuart E. Duncan, Duncan & Mosley, PC, Chattanooga, TN 
  
For South Carolina Department of Revenue, Creditor: Joe S. Dusenbury, Counsel For Revenue Litigation, South Carolina Department of Revenue, 
Columbia, SC 
  
For Commair Preferred Mechanical Services, Creditor: Kevin P. Duthoy, Bewley, Lassleben & Miller, Whittier, CA 
  
For Wachovia Bank, N.A., Creditor: David L. Eades, Moore & Van Allen, PLLC, Charlotte, NC 
  
For Sharon Drake, Phil Drake, Sealy Heart of Bossier, LLC, Laurel Development Company, Inc., Laurel of Dubois, Jay E. Kimbrell, Mary A. Fisher, 
Creditor, Drake Rental Account, Creditor, Pro se, The CIT Group/Business Credit, Inc., Financial Advisor: C. Thomas Ebel, Sands Anderson Marks & 
Miller, Richmond, VA 
  
For 2420 South Stemmons LP, Creditor: Gary F. Eisenberg, Windels Marx Lane & Mittendorf, LLP, New York, NY 
  
For 43 Indian LLC, Store No. 733 Phoenix Arizona, Creditor: Joseph A. Eisenberg, Jeffer, Mangels, Butler & Marmaro, LLP, Los Angeles, CA 
  
For McMahan's Orange County [**13] Division, Inc., Creditor: Lei Lei Wang Ekvall, Albert, Weiland & Golden, LLP, Costa Mesa, CA 
  
For Ralphs Grocery Company, Creditor: Christopher R. Elliott, Hart, King & Coldren, Santa Ana, CA 
  
For Faleh Khezawi, Creditor: Jay E. Emerson, Jr., Higgs & Emerson, Huntsville, AL 
  
For Town of Alamo, Tennessee, Creditor: T. J. Emison, Jr., Alamo, TN 
  
For Fedder Company, Creditor: Bradford F. Englander, Linowes and Blocher LLP, Bethesda, MD 
  
For First Union National Bank, Wachovia Bank, N.A., Creditor, Christian & Barton, L.L.P., Attorney: Augustus C. Epps, Jr., Christian & Barton, L.L.P., 
Richmond, VA 
  
For IBV-Immobilienfonds International 2 USA, LP, Creditor: Scott W. Everett, Haynes and Boone, LLP, Dallas, TX 
  
For Exel Direct Inc. fka Merchants Home Delivery Service, International Furniture Marketing Inc., Standard Furniture Manufacturing Inc., Old Dominion 
Truck Leasing, Inc, T REIT LP, Festus Properties Developers, LLC, Burton Electric Signs, Inc., Creditor: Michael P. Falzone, Hirschler Fleischer, P.C., 
Richmond, VA 
  
For Loeb Properties, Inc., Creditor: Bruce L. Feldbaum, Memphis, TN 
  
For Stonewell International, Creditor: William R. Feldman, William [**14] R. Feldman, P.C., Bethesda, MD 
  
For Americus and Sumter County Hospital Authority, Creditor: Michael A. Fennessy, Americus, GA 



  
For Rhodes Inc., Creditor: Paul K. Ferdinands, King & Spalding, Atlanta, GA 
  
For Wells Fargo Bank Minnesota, NA, Creditor: David D. Ferguson, Polsinelli Shalton & Welte, Kansas City, MO 
  
For Aaron Rents, Inc., Creditor: Elizabeth Finberg, Kilpatrick Stockton LLP, Reston, VA 
  
For Landau & Heyman of Iowa Inc., Creditor: David J. Fischer, Wildman, Harrold, Allen & Dixon, Chicago, IL 
  
For Jerrell P. Childress, Creditor: Michael H. Fitzpatrick, Jenkins & Jenkins Attorneys, PLLC, Knoxville, TN 
  
For Shelley Levitz, Ashley Furniture Homestore, W.W. Mitchell, II, Mitchell & Mark, P.C., Creditor: Robert L. Flax, Robert L. Flax, Esquire, Richmond, 
VA 
  
For IBJ whitehall Bussiness Credit Co., Creditor: Jonathan L. Flaxer, Golenbock, Eiseman, Assor & Bell, New York, NY 
  
For Advanta Leasing Services Corp., Creditor: Lisa Fleischer, Voorhees, NJ 
  
For JRM Realty, Inc., Westroads Center L.C., Creditor: Thomas L. Flynn, The Financial Center, Des Moines, IA 
  
For Corinthian, Inc., Creditor: J. David Folds, Piper Rudnick LLP, Washington, [**15] DC 
  
For Heilig-Meyers Company, Debtor: Douglas M. Foley, McGuireWoods LLP, Norfolk, VA 
  
For Rhodes Holdings II, Inc., Rhodes Holdings, Inc., Creditor: Adam D. Ford, McDermott, Will & Emery, New York, NY 
  
For Fort Worth Star-Telegram, Creditor: Joseph D. Frank, Freeborn & Peters, Chicago, IL 
  
For Heilig-Meyers Company, Debtor, McGuire Woods, LLP, Special Counsel: Erin M. Fratkin, LeClair Ryan, A Professional Corporation, Richmond, 
VA 
  
For OTR, Creditor: Monica O. Frazer, Nixon Peabody LLP, Washington, DC 
  
For Mattress Discounters Corp., Creditor: Theodore L. Freedman, Kirkland & Ellis, Citigroup Center, New York, NY 
  
For Mitsui Real Estate Sales USA CO LTD, Creditor: William B. Freeman, Pillsbury Madison & Sutro LLP, Los Angeles, CA 
  
For Sherry R. Cherner, Associates Commercial Corporation, Leitess, Leitess & Friedberg, P.C., The CIT Group/Commercial Services, Inc., Leitess, 
Leitess & Friedberg, P.C., Creditor: Jeremy S. Friedberg, Leitess, Leitess & Friedberg, PC, Baltimore, MD 
  
For Active Media Services Inc., Creditor: Jonathan Friedman, Friedman Associates, P.A., Freehold Executive Center, Freehold, NJ 
  
For 98 HM Fredericksburg, LLC, 98 HM [**16] Landover, LLC, 98 HM Southlake, LLC, Creditor: Joseph A. Friedman, Kane, Russell, Coleman & 
Logan, PC, Dallas, TX 
  
For Weiner's Stores, Inc., Creditor: Lauren Gayle Friedman, Dow, Cogburn & Friedman, PC, Houston, TX 
  
For Merwalall, Creditor: Barry W. Frost, Teich, Groh, Frost and Zindler, Trenton, NJ 
  
For Thurston County, Creditor: Jane Futterman, Thurston County, Olympia, WA 
  
For State of Ohio, Department of Taxation, State of Ohio, Bureau of Worker's Compensation, Creditor: Victoria D. Garry 
  
For Great Oak, LLC, Creditor: Brian K. Cart, Greenberg Traurig PA, Ft. Lauderdale, FL 
  
For IDS REO 1, LLC, Creditor: Lara O. Glaesman, Oppenheimer Wolff & Donnelly LLP, Minneapolis, MN 
  
For Landmark Communications, Inc., Creditor: Douglas J. Glenn, Pender & Coward, PC, Virginia Beach, VA 
  
For Wilmington Center Limited, Creditor: Michael D. Goler, Goodman Weiss Miller, Cleveland, OH 
  
For AFP Davenport LLC, Denkin, LLC, H.A. Denton, LLC, H.A. Elkhart, LLC, Harkin, LLC, Ruport LLC, Creditor: David A. Golin, Rosenthal & 
Schanfield, PC, Chicago, IL 
  
For James E. Branch, Creditor: Richard S. Gordon, Tanner, Mulkey, Gordon & Luscomb, PC, Newport News, VA 
  
For [**17] Conseco Finance Corp., Creditor: Anna S. Gorman, Poyner & Spruill LLP, Charlotte, NC 
  
For Verizon Credit Inc., Creditor: Thomas P. Gorman, Tyler, Bartl, Gorman & Ramsdell, PLC, Alexandria, VA 
  
For Corporate Realty Investment Company LLC, CRIC-HM, Creditor: Betty S.W. Graumlich, McSweeney, Burtch & Crump PC, Richmond, VA 
  
For Shanaja K. Anderson, Creditor: Mark V. L. Gray, Gray, Newell, Johnson, & Blackmon, LLP, Greensboro, NC 



  
For Sedgwick Claims Management Services Inc., John Walker (Deceased) & Mary, Walker, Indiv. and Administratri of John Walker's Estatem, Sands 
Anderson Marks & Millier, P, Richmond, VA, Holly Park Associates, LTD, Creditor: William A. Gray, Sands Anderson Marks & Miller, Richmond, VA 
  
For U.S. Trust Company, National Association, Creditor: Ira S. Greene, Squadron, Ellenoff, Plesent & Sheinfeld, New York, NY 
  
For American Properties Co., LP., Circuit City Stores, Inc., Galanides Realty Co., Inc., WCK Enterprises & Related Enti., Wilbanks, Smith & Thomas 
Asset Management, Inc., Willard Duke Kimbrell, 98 HM Landover, LLC, Creditor: David A. Greer, Hofheimer Nusbaum, P.C., Norfolk, VA 
  
For Brenda Butler, Creditor: Charles E. Griffin, Griffin [**18] & Associates, Jackson, MS 
  
For Samuel Fleming, Woodbridge, VA, Unknown: Robert Jeffrey Grimstead, Law Offices of Owaiian M. Jones, Fredericksburg, VA 
  
For Commercial Net Lease Realty, Inc., Creditor: Mitchell E. Grodman, Lowndes, Drosdick, Doster, Kantor & Reed, Orlando, FL 
  
For Vincent Groh, Creditor: Vincent Groh, Hagerstown, MD 
  
For Leon County Florida Tax Collection, Creditor: Peter Guarisco, Tallahassee, FL 
  
For Old Dominion Truck Leasing, Inc., Exel Direct Inc. fka Merchants Home Delivery Service, Media Post Marketing, Burton Sign Company, Dallas 
Morning News, Goetting Construction Company, International Furniture Marketin Inc., Standard Furniture Manufacturing Inc., Creditor: Raelenne J. 
Haeberle, Hirschler Fleischer, P.C., Richmond, VA 
  
For Earl Clark, Caroline Clark, Creditor: Barry E. Hager, Treitler & Hager, LLP, San Diego, CA 
  
For Jerry A. Canoy, Rebecca A. Canoy, Creditor: James W. Hahn, Cape Girardeau, MO 
  
For Simmons Company, Creditor: Brian P. Hall, Smith, Gambrell & Russell, LLP, Atlanta, GA 
  
For Lilley International Inc., Creditor: Donna Joyce Hall, Troutman Sanders LLP, Norfolk, VA 
  
For James & Emmagene Gaston, Gaston Brother, [**19] Inc., Creditor: John Haller 
  
For El Paso Electric Company, Pacific Gas & Electric Company, Creditor: Gilbert L. Hamberg, Yardley, PA 
  
For Kmart Corportaion, Creditor: Michael C. Hammer, Dickinson Wright, PLLC, Detroit, MI 
  
For Commissioner of Revenue for the State of Tennessee, Creditor: Gina Baker Hantel, Nashville, TN 
  
For Iowa Department of Revenue, Creditor: Lucille M. Hardy, Iowa Department of Revenue Hoover State Office Building, Second Floor, Des Moines, 
IA 
  
For First Union National Bank, Creditor: Jonathan L. Hauser, Troutman Sanders LLP, Virginia Beach, VA 
  
For Troutman Sanders LLP, Norfolk, VA, Special Counsel: Jonathan L. Hauser, Troutman Sanders LLP, Virginia Beach, VA 
  
For McGuire Woods, LLP, Special Counsel: Patrick L. Hayden, McGuireWoods LLP, New York, NY 
  
For Heilig-Meyers Company Richmond, VA, Debtor: Patrick L. Hayden, McGuireWoods LLP, New York, NY 
  
For Heilig-Meyers Company, Richmond, VA, Debtor: Dion W. Hayes, McGuire Woods LLP, Richmond, VA 
  
For McGuire Woods, LLP, Special Counsel: Dion W. Hayes, McGuire Woods LLP, Richmond, VA 
  
For The Marion Plaza Inc., Kennedy Mall, LTD., Creditor: David A. Hearne, Outland, Gray,  [**20] O'Keefe and Hubbard, Chesapeake, VA 
  
For Nancy V Pulley, Ivor, VA, Creditor: Patrick F. Heinen, Spinella, Owings & Shaia, P.C., Richmond, VA 
  
For The Dallas Morning News, Creditor: Michael S. Held, Jenkins & Gilchrist, Dallas, TX 
  
For WEC 97-Iowa-l Investment Trust, WEC 97H-Washington-1 Investment Trust, WEC 97H-Idaho Investment Trust, WEC 97H-Illinois Investment 
Trust, WEC 97H-Iowa-2 Investment Trust, WEC 97H-Montana Investment Trust, WEC 97H-Oregon-1 Investment Trust, Creditor: Howard E. Heller, 
Kin Properties, Inc., White Plains, NY 
  
For Caroline Clark, Earl Clark, Creditor: Irwin A. Heller, Canfield, Shapiro, Baer, et al., Richmond, VA 
  
For Maytag Appliances Sales Company, Creditor: Joel M. Helmrich, Meyer, Unkovic & Scott LLP, Pittsburgh, PA 
  
For Eastland Inc., Creditor: Lawrence M. Heon, Santa Fe, NM 
  
For Gibraltar Management, Kimco Select Investments, Creditor: Neil E. Herman, Morgan, Lewis & Bockius, LLP, New York, NY 
  
For Donald Cobb, Wilma Jean Cobb, Creditor: Michael T. Hertz, Lang, Richert & Patch, Fresno, CA 



  
For Corporate Realty Investment Company LLC, Creditor: Richard Hiersteiner, Palmer & Dodge One Beacon St, Boston, MA 
  
For [**21] Holladay Furniture Co., Sage Furniture & Appliance Inc., Raymond Clark, Creditor: Henry E. Hildebrand, HI, Nashville, TN 
  
For Ocwen Federal Bank, FSB, Creditor: Emil Hirsch, O'Connor & Hannan. LLP, Washington, DC 
  
For Mary Thomas, Creditor: David Hodge, Pittman, Hooks, Dutton, Kirby & Heliums, Birmingham, AL 
  
For Roy W. Page, Creditor: Kevin D. Holden, Spotts Fain Buis Chappell & Anderson, PC, Richmond, VA 
  
For TJX Companies, Inc., Creditor: Steven T. Hoort, Ropes & Gray, One International Place, Boston, MA 
  
For PRUCO Life Insurance Co., The Prudential Insurance Co. of America, El Paso Electric Company, Pacific Gas & Electric Company, Mitchell Center 
LLC, Creditor: David D. Hopper, Cook, Heyward, Lee, Hopper & Feehan, P.C, Richmond, VA 
  
For Gordon & Felice Schiffman, Creditor: E. James Hopple, Schottenstein, Zox & Dunn Co., LPA, Columbus, OH 
  
For Principal Mutual Life Insurance Co., Creditor: John F. Horstmann, Duane, Morris & Heckscher LLP, Philadelphia, PA 
  
For Jackolyn May, Jeanne Patrice Gates, Creditor: John T. Hossack, Hossack Law Offices U.S. Bank Plaza Building, Sacramento, CA 
  
For Watt-Elkhorn Center, Creditor: Nancy Hotchkiss, Trainor Robertson, [**22] Sacramento, CA 
  
For The Macerich Company, Burnham Pacific Properties, Inc., Center Trust Inc., Estate of James Campbell, Creditor: Brian D. Huben, Katten Muchin 
Zavis Rosenman, Los Angeles, CA 
  
For Mary B. Nunley, Creditor: Mark D. Hudnall, Summersville, WV 
  
For City of Jacksonville, Texas, Creditor: David Hudson, Perdue, Brandon, Fielder, Collins & Mott, Tyler, TX 
  
For Wachovia Bank, N.A., Creditor: Kevin R. Huennekens, Kutak Rock L.L.P., Richmond, VA 
  
For Laurel of Dubois, Creditor: Lyndall J. Huggler, Blumling & Gusky, LLP, Pittsburgh, PA 
  
For Plaza Development, Ltd., Creditor: Guy R. Humphrey, Chester Willcox & Saxbe, LLP, Columbus, OH 
  
For Texas Comptroller of Public Accounts, Creditor: Jay W. Hurst, Office of the TX Atty General, Austin, TX 
  
For Lee & Keiter Development Company, Inc., Creditor: Terry A. Ickowicz, Laski & Gordon LLP, Los Angeles, CA 
  
For Heilig-Meyers, Creditor: Charity J. Imbrie, Pittsburgh, PA 
  
For AFP Davenport LLC, Denkin, LLC, H.A. Denton, LLC, H.A. Elkhart, LLC, Harkin, LLC, Ruport LLC, Creditor: Steven B. Isaacson, Rosenthal & 
Schanfield, PC, Chicago, IL 
  
For United States of America, Creditor: Richard G. Jacobus, [**23] Department of Justice-Tax Division, Washington, DC 
  
For U.S. Trustee Richmond, Richmond, VA, U.S. Trustee: B. Amon James, Office Of United States Trustee, Savannah, GA 
  
For Hub Distributing, Inc., Creditor: Thomas S. James, Jr., Davis Wright Tremaine LLP, Seattle, WA 
  
For Dominion Virginia Power, Trigon Insurance Company, TSYS Total Solutions, Inc., Allegheny Power, Ameren CIPS, Ameren UE, American Electric 
Power, Baltimore Gas and Electric, Company, Dominion East Ohio Gas, Dominion Hope Gas, Dominion Peoples Gas, Dominion Virginia Power/Domini 
North Carolina Power, Duke Power Company, Dyersburg Electric System, Electric Power Board of Chattanooga, GPU Energy, Georgia Power, Memphis 
Light, Gas & Water Division, SCANA Corporation , SCANA Energy & Public Service Company of North Carolina, Savannah Electric, South Carolina 
Electric & Gas Company, TXU Electric, TXU Gas, TXU SESCO, LCG-Building, LLC, Albertson's, Inc., PHH Vehicle Management Servic LLC, 
Vaughan Furniture Company, BellSouth Telecommunications, Inc., City Public Service, Cleco Corporation, Entergy Gulf States, Inc., Entergy Louisiana, 
Inc., Entergy Mississippi, Inc., Potomac Electric Power Company, Southern California [**24] Edison, Avon Home Furnishings, LLC, Simmons 
Upholstery LLC, Total System Services Inc., D.L. Peterson Trust, Creditor: Russell R. Johnson, III, Richmond, VA 
  
For Heilig-Meyers Company, Heilig-Meyers Company, Richmond, VA, Debtor: Christopher A. Jones, LeClair Ryan, a Professional Corporation, 
Richmond, VA 
  
For Thomasville Furniture Industries Inc., Broyhill Furniture Industries, Inc., Creditor: Robert L. Kaintz, Furniture Brands International, St. Louis, MO 
  
For Danita Thomas, Creditor: James E. Kane, Chaplin, Papa & Gonet, Richmond, VA 
  
For Merrill Lynch Mortgage Capital, Inc., Creditor: Robert B. Kaplan, Jeffer, Mangels, Butler & Marmaro, LLP, San Francisco, CA 
  
For The Macerich Company, Burnham Pacific Properties, Inc., Center Trust Inc., Creditor: Robert R. Kaplan, Katten Muchin Zavis, Washington, DC 
  
For The State of Texas, Creditor: Katherine Kasten, Asst Atty Gen/Chief Transportation Div, Austin, TX 



  
For Entergy Services, Inc., Creditor: Alan H. Katz, New Orleans, LA 
  
For H&H Land Company, Creditor: Samuel Kaufman, Montgomery, AL 
  
For Ocwen Federal Bank, FSB, Certegy Check Services Inc., Creditor: Patrick J. Kearney, Selzer, Gurvitch, Rabin [**25] & Obecny, Bethesda, MD 
  
For American Motorists Insurance Company, American Protection Insurance Co. Inc., Kemper Insurance Company, Lumbermens Mutual Casualty 
Company, Creditor: Vivieon E. Kelley, Troutman Sanders LLP, Richmond, VA 
  
For Pennyrile Rural Electric Cooperative Corp, Creditor: J. Daniel Kemp, Kemp, Ison, Harton & Tilley, LLP, Hopkinsville, KY 
  
For Sergio Bocanegra, United Properties, Inc., Penn-Aire Aviation Inc., Denkin, LLC, H.A. Denton, LLC., Creditor: James D. Kepley, Jr., Kepley 
Broscious, PLC, Richmond, VA 
  
For Freda P. Roberts, Revenue Commissioner, Mobile County, Creditor: Florence A. Kessler, The Revenue Commissioner of Mobile Count, Mobile, AL 
  
For D.L. Peterson Trust, PHH Vehicle Managment Servic LLC, Creditor: David L. Kimberling, PHH Vehicle Management, Hunt Valley, MD 
  
For South Carolina Department of Health and Environmental Control, Creditor: Jessica J.O. King, SC Dept of Health &Environmental Control, 
Columbia, SC 
  
For Plaza Development, Ltd., Creditor: J. Anthony Kington, Chester,Willcox & Saxbe, LLP, Columbus, OH 
  
For D.L. Peterson Trust, Creditor: Sharon Lamb Kirsner, Russell R. Johnson III, Richmond, VA 
  
For Laurel [**26] of Dubois, Creditor: Angela M. Kline, Blumling & Gusky, LLP, Pittsburgh, PA 
  
For Noble Properties LTD, Creditor: Roy S. Robert, Broad and Cassell, Orlando, FL 
  
For Powell, Creditor: Lawrence Jay Kraines, Sherman Oaks, CA 
  
For Brainerd Village Shopping Center LLC, Creditor: Ellen M. Kramer, Kohrman, jackson & Krantz, PLL, Cleveland, OH 
  
For Freda Rose Musselman, Creditor: Alan R. Krier, Jubelirer, Carothers, Krier and Halpern, Altoona, PA 
  
For Joanne D. Harman, Robert E. Harman, Sr., Universal Ridgecrest Plaza Partnership, Allen Hollis, Kevan J. Cortwright, Kay Morris, Jacksonvile 
Investors, LTD, Creditor: Charles H. Krumbein, Krumbein & Associates, Richmond, VA 
  
For Best Buy Co, Inc., Creditor: Robert T. Kugler, Robins, Kaplan, Miller & Ciresi, LLP, Minneapolis, MN 
  
For Sears Roebuck and Company, Creditor: Joyce Kuhns, Saul, Ewing, Weinberg & Green, Baltimore, MD 
  
For North American Properties, Creditor: David B. Kurzweil, Greenberg Traurig, LLP, Atlanta, GA 
  
For DPS Associates, Creditor: Anthony J. La Sala, Wayne, NJ 
  
For Christian & Barton, L.L.P., Richmond, VA, Attorney: Caroline R. LaFiura, Christian & Barton, LLP, Richmond, VA 
  
For Duval [**27] County Tax Collector, Creditor: Nina LaFleur, Stutsman & Thames, PA, Jacksonville, FL 
  
For GTE Corporation, Verizon Communications Inc., Creditor: Darryl S. Laddin, Arnall Golden Gregory LLP, Atlanta, GA 
  
For T&C Foods, Inc., Annie Blakeney, McElvy & Ford, P.C., Tuscaloosa, AL, Annette Driver, Carson & Coil, P.C., Jefferson City, MO, Albern 
Richardson, Janice Richardson, Erie Insurance Company, Boyd Otis Harmon, Mary Ruth Harmon, Creditor: Kevin A. Lake, Richmond, VA 
  
For Henry Burkette, Joe Hyatt, Karen Shelton, Kimberland Patterson, Loyce Ray Moody, Robin Williams Dodson, Scott Mecurio, Theresa Carter, Barry 
Paul, Brenda Paul, Samuel Scott Presson, Movant: Kevin A. Lake, Richmond, VA 
  
For Town of North Wilkesboro, Creditor: Robert P. Laney, McElwee Firm, PLLC, North Wilkesboro, NC 
  
For CMF Capital Company, LLC, Creditor: Michelle V. Larson, Andrews & Kurth, LLP, Dallas, TX 
  
For Krause's Custom Crafted Furniture Corp, Creditor: Judith O. Lasker, Brea, CA 
  
For The Rowe Companies, Rowe Furniture, Inc., Rowe Furniture, Inc., Creditor: Alexander McDonald Laughlin, Wiley Rein & Fielding LLP, McLean, 
VA 
  
For Grady, Harper & Carlson, Inc., Creditor: Stephen [**28] E. Leach, Leach Travell, a professional corp., Vienna, VA 
  
For The Macerich Company, Burnham Pacific Properties, Inc., Center Trust Inc., Creditor: Thomas J. Leanse, Katten Muchin Zavis Rosenman, Los 
Angeles, CA 
  



For Marshalls' of Tempe, AZ., Inc., San Manuel Band of Mission Indi, Creditor: Richard E. Lear, Holland & Knight LLP, Washington, DC 
  
For Rubloff Group Holdings, LP, Creditor: Thomas J. Lester, Hinshaw & Culbertson, Rockford, IL 
  
For Albertson's, Inc., Creditor: David E. Leta, Snell & Wilmer, Salt Lake City, Ut 
  
For Betty King, Creditor: Elliott D. Levin, Rubin & Levin, PC, Indianapolis, IN 
  
For Roxborough Associates LLC, Creditor: Robert E. Levin, Haywood, Denny & Miller LLP, Durham, NC 
  
For Banc of America Leasing & Capital LLC, SFI of Delaware, LLC, Commons at Willbrook, Inc., Creditor: Dennis T. Lewandowski, Kaufman & 
Canoles, P. C., Norfolk, VA 
  
For Kmart Corporation, Dickinson Wright PLLC, Detroit, MI, Creditor: Jeffrey Allen Liesemer, The Liesemer Law Firm PLLC, Alexandria, VA 
  
For WEC 97-Iowa-l Investment Trust, WEC 97H-Washington-1 Investment Trust, WEC 97H-Idaho Investment Trust, WEC 97H-Illinois Investment 
Trust, WEC 97H-Iowa-2 [**29] Investment Trust, WEC 97H-Montana Investment Trust, WEC 97H-Oregon-1 Investment Trust, Creditor: Daniel M. 
Litt, Dickstein, Shapiro, Morin & Oshinsky, Washington, DC 
  
For The DESCO Group, Schnucks Market, Inc., Norfolk, VA, Creditor: James T. Lloyd, Trapani, Bernard & Lloyd, PLLC, Norfolk, VA 
  
For CH Realty/Potomac, LP, Creditor: Richard H. London, Vinson & Elkins L.L.P., Dallas, TX 
  
For United Properties, Creditor: Paul A. Lucey, Michael Best & Friedrich LLP, Milwaukee, WI 
  
For GE Capital First Factors, Creditor: Sherri D. Lydell, Platzer, Swergold, Karlin, Levine, etal, New York, NY 
  
For Appalachian Broadcasting Company, Creditor: Joseph B. Lyle, Hale & Lyle, Bristol, TN 
  
For Potomac Industrial Trucks Inc., Creditor: John P. Lynch, McNamee, Hosea, Hernigan & Kim, Greenbelt, MD 
  
For Heilig-Meyers Company, Richmond, VA, Debtor, McGuire Woods, LLP, Special Counsel: John H. Maddock III, McGuire Woods LLP, Richmond, 
VA 
  
For Herbert Zlotnick & Fannye Zlotnick, Inc., Creditor: Bruce Magazine, Magazine & Hillman, PC, Rockville, MD 
  
For Bay Furniture, Harlem Furniture, Wickes Furniture, Kevin Driscoll, Jr., Creditor: M. Christine Maggard, Samuel I. White, [**30] P.C., Richmond, 
VA 
  
For Heilig-Meyers, Creditor: David G. Mangum, Nashville, TN 
  
For Suzanne Hill, Jonathan Wynn, Creditor: John B. Mann, Levit & Mann, Richmond, VA 
  
For Annapolis Management Company, Creditor: Sandra A. Manocchio, Shapiro Sher & Guinot, Baltimore, MD 
  
For Benderson Development Compan Inc., Susan M. Hassinger, Esquire, Buffalo, NY (Creditor): Jeffrey L. Marks, Kaufman & Canoles, Virginia Beach, 
VA 
  
For MRC Properties, LTD, Creditor: Joe E. Marshall, Munsch Hardt Kopf & Harr, PC, Dallas, TX 
  
For Absolute Pro Staffing, Inc., M.A.R.C., Inc., Creditor: J. Steven Martin, Artz & DeWhirst, LLP, Columbus, OH 
  
For Back Bay Capital Funding LLC, Fleet Retail Finance Inc., Commack Land Development LL, Creditor, Heilig-Meyers Company, Richmond, VA, 
Debtor: Bruce H. Matson, LeClair Ryan, Richmond, VA 
  
For North Carolina Department of Revenue, State of North Carolina, Creditor: Ann W. Matthews, The Attorney General's Office Revenue Section, 
Raleigh, NC 
  
For Joyce Lecount, Creditor: Marie A. Mattox, Tallahassee, FL 
  
For West Virginia Steel Corporation, Creditor: Richard C. Maxwell, Woods Rogers PLC., Roanoke, VA 
  
For El-De II Limited Partnership,  [**31] Creditor: Vincent McAlister, Almon, McAlister, Baccus, etal, Tuscumbia, AL 
  
For Emerald Square Joint Venture, Creditor: J. Michael McBride, J. Michael McBride, PC, Fort Worth, TX 
  
For City Utilities of Springfield, Missc, Creditor: Rex C. McCall, Springfield, MO 
  
For Unitco Realty & Construction Company, Inc., Fontana Housing Authority, Betty King, Davey J. Chambers, Elizabeth Chambers, Levender Miles, 
Virginia Jones, Nancy D. Coulter Brantner, Melvin Benton, Mary Benton, Nancy D. Coulter Brantner, Glenda Gail Bins, Doschers Supermarket Inc., 
Joyce Lecount, Saraland Loop Road, LTD, Jewett, Stephen A. and Francine, Creditor: Neil E. McCulIagh, Cantor Arkema, P.C., Richmond, VA 
  
For The State of Texas, Creditor: Jack A. McGaffey, Asst Atty Gen/Chief, Transportation Div, Austin, TX 



  
For Elizabeth McGrath, Michael McGrath, Creditor: Christopher T. McGee, Tavenner & Beran, PLC, Richmond, VA 
  
For Orix Real Estate Capital Markets, LLC, Creditor: Wendy C. McGraw, Swidler, Berlin, Shereff, Friedman, LLP, Washington, DC 
  
For AgFirst Farm Credit Bank, Creditor: Brent R. Mcllwain, Patton Boggs LLP, Dallas, TX 
  
For Lend Lease Asset Management, L, San Francisco, Ca,  [**32] Creditor: John D. McIntyre, Willcox & Savage, P.C., Norfolk, VA 
  
For The Dallas Morning News, Dallas Morning News, Creditor: John G. McJunkin, Piper Rudnick LLP, Reston, VA 
  
For David L. Rapp, Creditor: Michael J. McKitrick, St. Louis, MO 
  
For Wayne Jenkins, Creditor: Jerry D. McLaughlin, Law Office of Jerry D. McLaughlin, Amarillo, TX 
  
For Sunshine Heights, L.L.C., Creditor: Kirk D. McQuiddy, Richmond, VA 
  
For City Light, Gas & Water, Kennet Missouri, Creditor: Terry McVey, Crow, Reynold, Shetley & McVey, Kennett, MO 
  
For Annette Blevins, Frances Amerspek, Creditor: Arthur R. Medley, Dothan, AL 
  
For First Union National Bank, Creditor: Craig T. Merritt, Christian & Barton, Richmond, VA 
  
For Freida Cook, Creditor: Steve Merritt, Maryville, TN 
  
For Lucy P. Lederer, Creditor: Drake D. Mesenbrink, Mesenbrink Law Offices, Poulsbo, WA 
  
For Federal Realty Investment Trust, Creditor: Jeffrey Meyers, Ballard Spahr Andrews & Ingersoll, Philadelphia, PA 
  
For Charles County, Maryland, Prince George's County, Marylan, Creditor: M. Evan Meyers, Meyers, Rodbell & Rosenbaum, P.A., Riverdale, MD 
  
For College Park Realty Co., Creditor: Donald Miller, [**33] Sandier and Rosen, LLP, Los Angeles, CA 
  
For Lan Plus, Inc., Creditor: Stephan William Milo, Wharton, Aldhizer & Weaver, PLC, Harrisonburg, VA 
  
For Mimms Enterprises Inc., Malone D. Mimms, Creditor: Thomas B. Mimms, Jr., Mimms Enterprises, Roswell, GA 
  
For Commerce Bank, N.A., Creditor: Steven C. Mintz, Phillips & Fleckenstein, P.C., Richmond, VA 
  
For Developers Diversied Realty Corporation, Creditor: Philip G. Mitchell, Jennings, Haug & Cunningham, L.L.P., Phoenix, AZ 
  
For Verizon Operating Telephone Companies, Creditor: Richard A. Mitchell, Arnall, Golden & Gregory, LLP, Atlanta, GA 
  
For Rouse Commercial Properties, Inc., Creditor: Arianne H. Monroe, The Rouse Company, Columbia, MD 
  
For Fairview Park Plaza # 1,1998, LL, River Plaza LTD, Creditor: Brian T. Moore, Silver & DeBoskey The Smith Mansion, Denver, CO 
  
For Cherokee County Treasurer, Creditor: Jerry S. Moore, Tahlequah, OK 
  
For Trimen, Inc., Pro se, James H. Godfrey, Thomas B. Godfrey, Jr., Creditor: John C. Moore, Coates & Davenport, Richmond, VA 
  
For Heilig-Meyers, Creditor: Leon W. Moore, Blatt, Hasenmiller, Leibsker & Moore, Chicago, IL 
  
For Ector County Hospital District, Ector [**34] County Independent School District, Odessa Junior College District, The City of Odessa, Creditor: J.T. 
Morgan, McMahon, Tidwell, Hansen, Atkins & Peacock, Odessa, TX 
  
For Priscilla Ann Thompson, Priscilla Thompson, Creditor: Charles H. Morris, III, Charles H. Morris, III, P.C., Gulf Shores, AL 
  
For Heilig-Meyers Company, Debtor: Katherine Macaulay Mueller, LeClair Ryan, A Professional Corporation, Richmond, VA 
  
For Christian & Barton, L.L.P., Richmond, VA, Attorney: Michael D. Mueller, Christian & Barton, L.L.P., Richmond, VA 
  
For Gordon & Marcia Rosenthal, Creditor: Robert L. Murphy, Papernick & Gefsky, PC, Pittsburgh, PA 
  
For Daniel G. Kamin Freeport LLC, Daniel G. Kamin McComb LLC, Creditor: Donna J. Naab, Fox Rothschild LLP, Pittsburgh, PA 
  
For Fort Dearborn Insurance Co., Creditor: Bruce S. Nathan, Davidoff & Malito, LLP, New York, NY 
  
For Landau & Heyman of Iowa Inc., Creditor: Mark P. Naughton, Piper Marbury Rudnick & Wolfe, Chicago, IL 
  
For Commercial Net Lease Realty, Inc., William S. Levine, Pollack & Pollack, Noble Properties LTD, Creditor: Adam R. Nelson, Thompson & 
McMullan, P.C., Richmond, VA 
  



For Mineral County, West Virginia, Gary [**35] W. White, Sheriff/Treasurer Mineral County, West Virginia, Creditor: Lynn A. Nelson, Prosecuting 
Attorney of Mineral County, Keyser, WV 
  
For B.R.R.& W, Creditor: Richard D. Nelson, Cohen, Todd, Kite & Stanford, LLC, Cincinnati, OH 
  
For Ada County Treasurer, Creditor: Janice D. Newell, Boise, ID 
  
For Kennedy Mall, LTD, The Marion Plaza Inc., Creditor: Christian E. Niklas, Youngstown, OH 
  
For Doschers Supermarket Inc., Creditor: Ivan N. Nossokoff, Ivan N. Nossokoff, LLC, Charleston, SC 
  
For William S. Levine, Creditor: William Novotny, Mariscal, Weeks, Mclntyre & Friedlander, Phoenix, AZ 
  
For Beechlake Shopping Center Inc., Brooklyn Shopping Center, Clarksdale Center Inc., Marshall County Plaza, Village Properties Inc., Village Square 
Inc., David Hutton, Creditor: William R. O'Bryan, Jr., Miller & Martin LLP, Nashville, TN 
  
For Dai Nghiem, Creditor: Mark Christian Orndorff, M. Christian Orndorff, P.C., Falls Church, VA 
  
For Lewis Furniture Company of Log, Creditor: O. Reginald Osenton, Osenton & Adkins, LLP, Logan, WV 
  
For National Labor Relations Board, Creditor: Albert W. Palewicz, National Labor Relations Board, Region 5, Baltimore, MD 
  
For [**36] Potomac Industrial Trucks Inc., Craig Palik, Esquire Alliance Material Handling, Inc, Creditor: Craig M. Palik, McNamee, Hosea, Jernigan, 
Kim, & et al, Greenbelt, MD 
  
For GMAC Commercial Mortgage Corporation, Creditor: Constantinos G. Panagopoulos, Ballard Spahr Andrews & Ingersoll, LLP, Washington, DC 
  
For Dominion Aviation Services, Inc., Earle Wayne Young, Robert G. Laughter, Maria Gladys Gonzalez, Samuel Eloy Gonzalez, Samuel Gonzalez, Jr, 
Creditor: William C. Parkinson, Jr., Wm. C. Parkinson, Jr., P.C., Richmond, VA 
  
For State Street Bank & Trust Co., Creditor: Larry E. Parres, Lewis, Rice & Fingersh, LC, St. Louis, MO 
  
For Heilig-Meyers, George R. Parrish, Creditor: George R. Parrish, Parrish & Lebar, L.L.P., Richmond, VA 
  
For B&C Investments, LLC, Creditor: Peter S. Partee, Hunton & Williams, Richmond, VA 
  
For Official Committee of Equity Security Holders, Creditor Committee, Hunton & Williams, Attorney, Sarah O. Slover, Kirkland & Ellis, Attorney: 
Peter S. Partee, Hunton & Williams, Richmond, VA 
  
For American Bankers Insurance Company of Florida, American Bankers Insurance Grc, American Bankers Life Assurance Company of Florida, 
American Reliable [**37]  Insurance Company, Caribbean American Life Insurance Company, Caribbean American Property Insurance Company, 
Ranchers and Farmers Mutual Insurance Company, Voyager Indemnity Insurance Company, Voyager Life Insurance Company, Voyager Life and Health 
Insurance Company, Voyager Property and Casualty Insurance Company, Creditor, Pro se: John C. Pasierb, Cohen, Gettings & Caulkins, P.C., Arlington, 
VA 
  
For Jetco Inc., Creditor: Thomas M. Patrick, Jr., Greenville, SC 
  
For RB Ammon & Associates, Creditor: William H. Patrick, III 
  
For The Dallas Morning News, Dallas Morning News, Creditor: Lowell H. Patterson, III, Kraftson Caudle, LLC, McLean, VA 
  
For Wachovia Bank, N.A., Creditor: Loc Pfeiffer, Kutak Rock L.L.P., Richmond, VA 
  
For Astro-Lounger/Davis Furniture, Creditor: D. Andrew Phillips, Mitchell, McNutt & Sams PA, Oxford, MS 
  
For IBJ Whitehall Business Credit Co, Southern Maryland Electric Cooperative, Glenn and Evelyn Wilcoxsons, Commerce Bank, N.A., JLM & 
Associates, John Carl Kohl, Creditor: Keith L. Phillips, Richmond, VA 
  
For Wanda S. Hetrick, Creditor: Mark D. Pierce 
  
For Lincoln Associates, Creditor: Christine M. Pierpont, Squire, Sanders & Dempsey,  [**38]  LLP, Cleveland, OH 
  
For Federal Realty Investment Trust, Creditor: David L. Pollack, Ballard Spahr Andrews & Ingersoll LLP, Philadelphia, PA 
  
For Commercial Net Lease Realty, Inc., Creditor: L. William Porter, III, Lowndes, Drosdick, Doster et al, Orlando, FL 
  
For Branch Banking & Trust, Creditor: Alan B. Powell, Roberson,Haworth and Reese, High Point, NC 
  
For North Carolina Department of Revenue, Creditor: Newton G. Pritchett, Jr., North Carolina Dept of Revenue, Raleigh, NC 
  
For San Manuel Band of Serrano Mission Indians, Creditor: Maita Deal Prout, Holland & Knight LLP, Los Angeles, CA 
  
For PRUCO Life Insurance Co., The Prudential Insurance Co. of America, Creditor: Marc D. Puntus, Weil, Gotshal & Manges, LLP, New York, NY 



  
For Professional Environmental Management Enterprises, Inc., Creditor: Julie Quagliano, Quagliano & Seeger, P.C., Washington, DC 
  
For Warrenton Town Centre Associate, Creditor: Erik R. Quick, RUBENSTEIN, COGAN & QUICK, PC, Gaithersburg, MD 
  
For State of WA, Depts of Rev, Labor Industries and Employ Security, State of Washington, Dept of Labor/Industries, Creditor: Daniel Raddin, Office of 
the Attorney General, Seattle, WA 
  
For [**39]  Principal Life Insurance Co, Creditor: Margery N. Reed, Duane, Morris & Heckscher, LLP, One Liberty Place, Philadelphia, PA 
  
For County of Bowie, County of Cherokee, County of Coryell, County of Denton, County of Guadalupe, County of Henderson, County of Harrison, City 
of Seguin, City of Waskom, Marshall Independent School District, Seguin Independent School District, County of Anderson, County of Hays, Pine Tree 
Independent School District, Tax Appraisal District of Bell County, City of Palestine, City of San Marcos, Palestine Independent School District, Special 
Road District, City of Waco, Waco Independent School District, Athens ISD, Athens Municipal Water Authority, Creditor: Michael Reed, McCreary, 
Veselka, Bragg & Allen, Austin, TX 
  
For Heilig-Meyers, Creditor: Harlan M. Reese, Morgan & Reese, San Diego, CA 
  
For Graphic Communications, Inc., c/o Willcox & Savage, P.C., Norfolk, VA, Creditor: Ross C. Reeves, Willcox & Savage, P.C., Norfolk, VA 
  
For Bent Tree Realty Company/Sabre Realty Management, Inc., Creditor: Amy D. Reilly, Geary, Porter & Donovan, P.C., Addison, TX 
  
For Wells Fargo Bank, National Association, Unknown: Justin R. Rhoades, Latham & Watkins [**40]  LLP, San Francisco, CA 
  
For Commack Land Development LL, Creditor: Fred B. Ringel, Robinson Brog Leinwand Green etal, New York, NY 
  
For Principal Life Insurance Co, Creditor: Gary A. Ritter, Duane, Morris & Heckscher LLP, Harrisburg, PA 
  
For U.S. Securities and Exchange Commission, Creditor: E. Gordon Robinson, US Securities and Exchange Commission, Atlanta, GA 
  
For County of Fresno, California, County of Sonoma, County of Imperial, California, County of Riverside, California, County of San Bernadino, 
California, County of San Diego, California, County of Tulare, California, Fresno County, Riverside County, San Bernardino County, San Diego County, 
Tulare County, Creditor: Martha E. Romero, Law Offices of Martha Romero & Assoc., Whittier, CA 
  
For Impact Furniture Inc., Creditor: Daniel M. Roper, Shaw, Maddox, Graham, Monk & Boling LLP, Rome, GA 
  
For Best Buy Co, Inc., Creditor: Kermit A. Rosenberg, Tighe Patton Armstrong Teasdale, PLLC, Washington, DC 
  
For Wells Fargo Bank Minnesota, NA, Creditor: Robert J. Rosenberg, Latham & Watkins, New York, NY 
  
For John Pound, Selma Pound, Taylor Pound, Creditor: Henry L. Rosenthal, Jr., Dykeman & Rosenthal, Winchester, [**41] KY 
  
For Wilmington Center Limited, Creditor: Derrick E. Rosser, Derrick E. Rosser, PC, Ashland, VA 
  
For Gary Jay Lynn, Creditor: Brent L. Rowlands, Brent Rowlands & Associates, P.C., Suffolk, VA 
  
For Kensington Associates Limited Partnership, Panasonic Company East, Conseco Finance Corp., Principal Life Insurance Co, Gibraltar Management, 
Kimco Select Investments, Boulevard Properties, L.L.C., Corporate Realty Investment Company LLC, Maytag Appliances Sales Company, Principal 
Mutual Life Insurance, Orix Real Estate Capital Markets,LLC, New Midland Plaza Associates, Creditor: David R. Ruby, McSweeney & Crump, P.C., 
Richmond, VA 
  
For GMAC Commercial Mortgage Corporation, Creditor: David R. Ruby, McSweeney, Burtch & Crump, P.C., Richmond, VA 
  
For Wells Fargo Bank Minnesota, NA, Creditor: David R. Ruby, McSweeney & Crump, P.C., Richmond, VA 
  
For Woodstuff Manufacturing Inc., Creditor: Dennis M. Ryan, Faegre & Benson LLP, Minneapolis, MN 
  
For Ocwen Federal Bank, FSB, Creditor: James P. Ryan, O'Connor & Hannan, L.L.P., Washington, DC 
  
For Miller Properties, Inc., Creditor: Luis Salazar, Greenberg Traurig, PA, Miami, FL 
  
For Official Committee of Unsecured [**42] Creditors, c/o Akin Gump Strauss Hauer & Fe LLP, Washington, DC, Creditor Committee: Stanley J. 
Samorajczyk, Akin, Gump, Strauss, Hauer & Feld, LLP, Washington, DC 
  
For Santa Barbara County, Creditor: Enrique R. Sanchez, Senior Deputy County Counsel, Office of the County Counsel, Santa Barbara, CA 
  
For Hyman Meyers, Nathaniel Krumbein, S. Sidney Meyers, Creditor: Frank J. Santoro, Marcus, Santoro & Kozak, P.C., Chesapeake, VA 
  
For Sony Electronics, Inc., Creditor: Lloyd B. Sarakin, Woodcliff Lake, NJ 
  
For Heilig-Meyers Company, Richmond, VA, Debtor: Troy Savenko, LeClair Ryan, A Professional Corporation, Richmond, VA 
  
For Belz Enterprises, Creditor: Russell W. Savory, Gotten, Wilson & Savory, Memphis, TN 



  
For Active Media Services Inc., Creditor: Cheryl Schechter, One Blue Hill Plaza, Pearl River, NY 
  
For Beaufort Plaza, Inc., Creditor: David M. Schilli, Robinson, Bradshaw & Hinson, Charlotte, NC 
  
For Consolidated Stores Corp, Creditor: Michael A. Schlonsky, Columbus, OH 
  
For David L. Rapp, Creditor: Jeffrey R. Schmitt, Danna McKitrick, P.C., St. Louis, MO 
  
For Acquiport MidAtlantic Retail, Inc., Combined Properties Incorporate, Sugarland Plaza [**43] Limited Partnership, Creditor: Timothy Schwartz, 
Bregman, Berbert & Schwartz, LLC, Bethesda, MD 
  
For William C. DeRusha, Village R.W. Properties, LLC, Village TV Property, LLC, Creditor: William H. Schwarzschild, III, Williams, Mullen, Clark & 
Dobbins, Richmond, VA 
  
For Potomac Industrial Trucks Inc., Creditor: Mark W. Schweitzer, McNamee, Hosea, Jernigan & Kim, Falls Church, VA 
  
For Home Design Imports, Inc., Leland Sjule, Sanford Plaza, Inc. of Deltona, Ontario Systems Corporation, Richmond, VA, Marquis Collection of 
Beverly Hil, c/o Douglas Scott, Esq., Richmond, VA, Mohawk Finishing Product, Inc., c/o Douglas Scott, Esq., Richmond, VA, Garland Carpet & Rug, 
c/o Douglas Scott, Esquire, Richmond, VA, CDG & Associates, Inc., c/o Douglas Scott, Esquire, DurretteBradshaw, PLC, Richmond, VA, Decorating By 
Bobby Jack, c/o Douglas Scott DurretteBradshaw, PLC, Richmond, VA, Dougherty Equipment Company, Inc., c/o Douglas Scott, Esquire, 
DurretteBradshaw, PLC, Richmond, VA, GERS, Inc., c/o Douglas Scott, Esquire, DurretteBradshaw, PLC, Richmond, VA, Gold Lance Inc., c/o Douglas 
Scott, Esquire, DurretteBradshaw, PLC, Richmond, VA, Good Companies, c/o Douglas Scott, Esquire, DurretteBradshaw, [**44] PLC, Richmond, VA, 
Maynard Cooper & Gale PC, c/o Douglas Scott, Esquire, DurretteBradshaw, PLC, Richmond, VA, W.C. Wood Company, c/o Douglas Scott, Esquire, 
DurretteBradshaw, PLC, Richmond, VA, Creditor: Douglas A. Scott, DurretteBradshaw, PLC, Richmond, VA 
  
For Heilig-Meyers Company, Richmond, VA, Debtor: Richard D. Scott, LeClair Ryan Flippin Densmore, Roanoke, VA 
  
For Donald L. Scoville, Creditor: Donald L. Scoville, El Centro, CA 
  
For Crow McEwen, Limited, c/o McCandlish Kaine, PC, David J. Sensenig, Richmond, Va, Creditor: David J. Sensenig, McCandlish Holton, P.C., 
Richmond, VA 
  
For Lessor Brainerd Village Shopping Center, LLC, Creditor: Renu Setaro, Wright,Robinson,Osthimer & Tatum, Richmond, VA 
  
For City of Titusville, Creditor: Dwight W. Severs, City Attorney, City of Titusville, FL, Titusville, FL 
  
For Ralphs Grocery Company, Creditor: Jonathan D. Shaffer, Smith, Pachter, McWhorter etal, Vienna, VA 
  
For Robert Pulley, Christopher T. McGee, Esquire, Richmond, VA, Creditor: Harry Shaia, Jr., Spinella, Owings & Shaia, P.C., Richmond, VA 
  
For Heilig-Meyers Company, Richmond, VA, Debtor: Paul Vincent Shalhoub, Willkie Farr & Gallagher, New York, [**45] NY 
  
For Willkie Fair & Gallagher, Attorney: Paul Vincent Shalhoub, Willkie Farr & Gallagher, New York, NY 
  
For Steven Yancey, Creditor: Diane K. Shaw, Shaw & Associates, P.C., Dallas, TX 
  
For North American Properties, Creditor: Michael J. Shaw, Greenberg Traurig, LLP, Atlanta, GA 
  
For Lewisville Independent School District, Creditor: Andrea Sheehan, Law Offices of Robert E. Luna, P.C., Dallas, TX 
  
For Bartow Jones & Company, Inc., Barbara Royal, LaTonya Blair, Misty R. Teeple, Nicole J. Vironet, Americus and Sumter County Hospital Authority, 
Creditor: Blackwell N. Shelley, Jr., Butler Williams & Skilling, PC, Richmond, VA 
  
For Edgar Oritz, Elmer Pastora, Francisco Diaz Amaya, Lidio Diaz Amaya, Omar Ulices Majano, Creditor: James A. Shepherd, Wilmer, Cutler Pickering 
Hale & Dorr, Washington, DC 
  
For The Chase Manhattan Bank, Creditor: Thomas J. Sherman, Cincinnati, OH 
  
For U.S. Securities and Exchange Commission, Creditor: Susan Reid Sherrill, U.S. Securities and Exchange, Atlanta, GA 
  
For JMB Capital Partners, LP, Creditor: Ron D. Silverton, Los Angeles, CA 
  
For Leisha Collins, Creditor: Eulis Simien, Jr., Simien & Simien, Baton Rouge, LA 
  
For [**46] Boulevard Properties, L.L.C., Thomson Consumer Electronics, Inc., Orix Real Estate Capital Markets,LLC, Principal Mutual Life Insurance, 
Principal Life Insurance Co, Conseco Finance Corp., Corporate Realty Investment Company LLC, Panasonic Company East, Maytag Appliances Sales 
Company, Wells Fargo Bank Minnesota, NA, New Midland Plaza Associates, Creditor: David E. Smith, McSweeney, Burtch & Crump, P.C., Richmond, 
VA 
  
For Barber Martin & Associates, Inc., Creditor: David Shane Smith, Kaufman & Canoles, P.C., Richmond, VA 
  
For Columbus Light & Water Dept., Creditor: Jeffrey C. Smith, Sims & Sims, Columbus, MS 



  
For Potomac Industrial Trucks Inc., Creditor: Frank Sofocleous, McNamee, Hosea, Jernigan & Kim, Falls Church, VA 
  
For Mellon 1st Business Bank, Creditor: Martin J. Spear, Barton, Klugman & Oetting, LLP, Los Angeles, CA 
  
For General Electric Capital Corporation, Creditor: Adam M. Spence, Law Offices of Adam M. Spence, P.C., Towson, MD 
  
For BankBoston Leasing Inc., Brown Properties Inc., Larry D. Noe Properties, LLC, J.R. Burke's, Inc., The Marketing Source, Inc., Commack Land 
Development LL, Fairview Park Plaza # 1,1998, LL, Angelina County, Athens ISD, [**47] Athens Municipal Water Authority, Bexar County, Brown 
CAD, Brown County, Cherokee CAD, City of Arlington, City of Dallas/DISD, City of Denton, City of Henderson, City of Marshall, City of Sherman, 
City of Waco, Corsicana ISD, County of Anderson, County of Bowie, County of Cherokee, County of Coryell, County of Denton, County of Guadalupe, 
County of Harrison, County of Hays, County of Hendersonm, Dallas County, Ector County, FM-FC, Fort Bend County, Grayson County, Gregg County, 
Henderson ISD, Hopkins County, Hunt County, Jefferson County, Lamar CAD, Marshall I.S.D., McLennan County, Montgomery County, Nacogdoches 
County & CAD, Navarro County, Orange CAD, Orange County, Parker CAD, Parker County, Pine Tree Independent School District, Right of Way, 
Road and Bridge, Rusk County, San Marcos ISD, Smith County, Sulphur Springs, Sulphur Springs ISD, Tarrant County, Tax Appraisal District of Bell 
County, The City of El Paso, City of Palestine, City of San Marcos, City of Seguin, City of Waskom, Marshall Independent School District, Palestine 
Independent School District, Seguin Independent School District, Special Road District, Waco Independent School District, Doschers Supermarket 
Inc., [**48] Saraland Loop Road, LTD, Great American Group, City of Houston, LADD Furniture Inc., Fresno County, Riverside County, San 
Bernardino County, San Diego County, Tulare County, Wal-Mart Stores, Inc., River Plaza LTD, Lea Industries, Pilliod Industries, Creditor: David K. 
Spiro, Cantor Arkema, P.C., Richmond, VA 
  
For Kemp Enterprises, Inc., c/o David K. Spiro Cantor Arkema, P.C., Richmond, VA, Interested Party: David K. Spiro, Cantor Arkema, P.C., Richmond, 
VA 
  
For Official Committee of Unsecured Creditors, c/o Akin Gump Strauss Hauer & Fe LLP, Washington, DC, Creditor Committee: Michael S. Stamer, 
Akin, Gump, Strauss, Hauer & Feld, L.L.P, New York, NY 
  
For Heilig-Meyers, Creditor: Donald G. Stanford, Dallas, TX 
  
For Internal Revenue Service, United States of America, Creditor: Deborah C. Stanley, Richmond, VA 
  
For Housing Capital Corporation of Virginia, c/o Warren Wenzloff, Chicago, IL, Housing Equity Fund of Virginia, III, L.P., c/o Warren Wenzloff, 
Chicago, IL, Creditor: Leonard E. Starr, III, Sandston, VA 
  
For Beverly A. Shaw, the Treasurer of Wayne County, Ohio, Creditor: Robert M. Stefancin, Schottenstein, Zox & Dunn, Cleveland, OH 
  
For Missoula Furniture [**49] Mart, PRO SE, N.B. Matthews, Jr., PRO SE, Russell D. Covey, PRO SE, Creditor: Dean A. Stensland, Boone, Karlberg & 
Haddon, PC, Missoula, MT 
  
For Fayetteville Electric System, Creditor: R. Whitney Stevens, Jr., Fayetteville, TN 
  
For Jonathan Wynn, Creditor: Richard J. Stockham, III, Stockham & Stockham, PC, Birmingham, AL 
  
For Midland Equity Corporation, Creditor: Sarah A. Stone, Nixon Peabody LLP, Washington, DC 
  
For FTI Consulting, Inc., Interested Party: Brent Charles Strickland, Whiteford, Taylor & Preston LLP, Baltimore, MD 
  
For FTI Consulting, Inc., c/o Brent C. Strickland Whiteford Taylor & Preston, Baltimore, MD, Financial Advisor: Brent Charles Strickland, Whiteford, 
Taylor & Preston LLP, Baltimore, MD 
  
For Jalmark Texas, Ltd., Creditor: Don Studdard, El Paso, TX 
  
For The Commons at Willowbrook, Inc., Trammel Crow Company, Creditor: Patrick D. Sullivan, Hoover,Bax & Slovacek, LLP, Houston, TX 
  
For Lifestyle Furnishings Internation, The Berkline Corp., Universal Furniture Limited, Creditor: William B. Sullivan, Womble, Carlyle, Sandridge & 
Rice, PLLC, Winston-Salem, NC 
  
For Barber Martin & Associates, Inc., Creditor: J. Ellsworth Summers, [**50] Jr., Kaufman & Canoles, P.C., Norfolk, VA 
  
For Kensington Associates Limited Partnership, Creditor: Bradley J. Swallow, Gordon, Feinblatt, Rothman, etal, Baltimore, MD 
  
For Kenneth Way, Creditor: Patrick K. Sweeten, Delano Law Offices, P.C., Springfield, IL 
  
For Lifestyle Furnishings Internation, The Berkline Corp., Universal Furniture Limited, Creditor: Jeffrey L. Tarkenton, Womble Carlyle Sandridge & 
Rice, PLLC, Washington, DC 
  
For Spokane Sprague LLC, Interested Party: Jeffrey L. Tarkenton, Womble Carlyle Sandridge & Rice, PLLC, Washington, DC 
  
For Worldcom, Inc., Back Bay Capital Funding LLC, Fleet Retail Finance Inc., Creditor: Lynn L. Tavenner, Tavenner & Beran, PLC, Richmond, VA 
  
For Heilig-Meyers Company, Richmond, VA, Debtor: Lynn L. Tavenner, Tavenner & Beran, PLC, Richmond, VA 
  
For Bilzin Sumberg Dunn Baena Pric Axelrod LLP, Miami, FL, Official Committee of Unsecured Creditors, Tavenner & Beran, PLC, Richmond, VA, 



Special Counsel: Lynn L. Tavenner, Tavenner & Beran, PLC, Richmond, VA 
  
For Official Committee of Unsecured Creditors, c/o Akin Gump Strauss Hauer & Fe LLP, Washington, DC, Creditor Committee: Mark D. Taylor, Arent, 
Fox, Kintner, [**51] Plotkin & Kahn, Washington, DC 
  
For Houlihan Lokey Howard & Zuki, Other Professional: Mark D. Taylor, Arent, Fox, Kintner, Plotkin & Kahn, Washington, DC 
  
For Home Design Imports, Inc., Manchester Furniture Group, Inc, Empresas Berrios, Inc., Lifestyle Enterprises, Inc., Sanford Plaza, Inc. of Deltona, 
Transamerica Distribution Finance, Leland Sjule, Sandford Plaza Inc. of Deltona, Schnadig Corp., c/o Roy M. Terry, Jr., Esquire, DurretteBradshaw, 
Richmond, VA, Creditor: Roy M. Terry, Jr., DurretteBradshaw, PLC, Richmond, VA 
  
For TJX Companies, Inc., Creditor: John F. Terzaken, III, Ropes & Gray LLP, Washington, DC 
  
For Conseco Finance Corp., Creditor: Judy D. Thompson, Poyner & Spruill, LLP, Charlotte, NC 
  
For Jantzen Dynamic Corporation, Lend Lease Real Estate Investment, Inc., Creditor: Lisa Thompson, Kelley, Drye & Warren, New York, NY 
  
For James Nelson Stone, Creditor: Daniel Tomassetti, Hannen & Tomassetti, Wheeling, WV 
  
For Ralphs Grocery Company, Creditor: Jason C. Tomasulo, Smith, Pachter, McWhorter & D'Ambro, Vienna, VA 
  
For Kemper National Insurance Companies, Creditor: Holly L. Tomchey, Wildman, Harrold, Allen & Dixon, Chicago, IL 
  
For [**52] Heilig-Meyers Company, Richmond, VA, Debtor: Myron Trepper, Willkie Farr & Gallagher, New York, NY 
  
For B.R.R.& W, Creditor: Jane M. Troutman, Cohen,Todd,Kite & Stanford, LLC, Cincinnati, OH 
  
For Simon Property Group, L.P., Creditor: Ronald M. Tucker, Indianapolis, IN 
  
For Chillicothe Municipal Utilities, Creditor: Brent Turner, Chapman, Cowherd, Turner & Tschannen, Chillicothe, MO 
  
For U.S. Trustee Richmond, Richmond, VA, U.S. Trustee: Robert B. Van Arsdale, Office of the U. S. Trustee, Richmond, VA 
  
For City of Virginia Beach, Creditor: Kimberly R. Van Essendelft, Office of the City Attorney, Virginia Beach, VA 
  
For Boulevard Properties, L.L.C., Creditor: R. Patrick Vance, Jones, Walker, Waechter, et al., New Orleans, LA 
  
For The Rosemyr Corporation, Daniel G. Kamin Freeport LLC, Daniel G. Kamin McComb LLC, Associates Commercial Corporation, Leitess, Leitess & 
Friedberg, P.C., Baltimore, MD, Creditor: Ernest C. Vaughan, Jr., Randolph, Boyd, Cherry and Vaughan, Richmond, VA 
  
For Fred H. Lord, Lucille S. Lord, Genesis Furniture Industries, Inc., Creditor: Suzanne E. Wade, Wade and Wade, P.L.C., Richmond, VA 
  
For Federal Realty Investment Trust, Creditor: [**53] Dean C. Waldt, Ballard Spahr Andrews & Ingersoll, Voorhees, NJ 
  
For David M. Warren, Attorney: David M. Warren, Rocky Mount, NC 
  
For Iowa Dept. of Revenue & Finance, Iowa Department of Revenue, Creditor: John Waters, Iowa Dept of Revenue & Finance Collections Section, Des 
Moines, IA 
  
For Dicie Falcon, John H. Falcon, Jr., Creditor: John W. Watson, Oxford, NC 
  
For Anna Holley, Creditor: Jeffrey T. Webb, Beasley, Allen, Crow, Methvin, Portis & Mile, Montgomery, AL 
  
For 3-JJJ Construction, Creditor: Paul C. Webb, Settle & Pou, P.C., Dallas, TX 
  
For Jay Armes, Creditor: Gary B. Weiser, El Paso, TX 
  
For Winston Daugherty, Creditor: Martin Weiss, Memphis, TN 
  
For CW Waldorf Retail Limited Partnership, Madison Marquette Realty Service, PRO SE, Creditor: Mitchell B. Weitzman, Bean, Kinney & Korman, 
P.C., Arlington, VA 
  
For Parker County, Angelina County, Bexar County, Brown CAD, Cherokee CAD, City of Arlington, CityofDallas/DISD, City of Denton, City of 
Henderson, City of Houston, City of Sherman, Corsicana ISD, Dallas County, Ector County, Fort Bend County, Grayson County, Gregg County, 
Henderson ISD, Hopkins County, Hunt County, Jefferson County, Lamar [**54] CAD, Montgomery County, Nacogdoches County & CAD, Navarro 
County, Orange CAD, Orange County, Parker CAD, Rusk County, San Marcos ISD, Smith County, Sulphur Springs, Sulphur Springs ISD, Tarrant 
County, The City of El Paso, Creditor: Elizabeth Weller, Linebarger, Goggan, Blair, Pena & Sampson, Dallas, TX 
  
For Ramirez, Maria, Creditor: Jennifer J. West, Spotts Fain PC, Richmond, VA 
  
For Charles S. Norwood, Jr., Centrex Properties Inc., Creditor: Margaret R. Westbrook, Kennedy Covington Lobdell & Hickman LLP, Raleigh, NC 
  
For Mattress Discounters Corp., TFJ Nominee Trust, Jim and Noleen Yoakam, Astro-Lounger/Davis Furniture, MD Acquisition Corporation, Clifton E. 



Price, III, The CIT Group/Commercial Services, Inc., Creditor: Robert S. Westermann, Hunton & Williams LLP, Richmond, VA 
  
For Hunton & Williams, Attorney: Robert S. Westermann, Hunton & Williams LLP, Richmond, VA 
  
For Hancock Fabrics, Inc., Interested Party: Robert S. Westermann, Hunton & Williams LLP, Richmond, VA 
  
For Navigant Consulting, Inc., Accountant: Robert S. Westermann, Hunton & Williams LLP, Richmond, VA 
  
For The CIT Group/Business Credit, Inc., Richmond, VA, Financial Advisor: Robert S.  [**55] Westermann, Hunton & Williams LLP, Richmond, VA 
  
For The E. Shelby Hill Trust, The Victoria Steele Hill Trust, Gerry S. Hill, James H. Godfrey, Thomas B. Godfrey, Jr., Creditor: John J. Wiles, Wiles & 
Wiles, Marietta, GA 
  
For Certegy Check Services Inc., Creditor: Roderick B. Williams, Foley & Lardner LLP, Washington, DC 
  
For John Thomas Jones, Creditor: John A. Wilmer, Huntsville, AL 
  
For Vicki Kim Davis, Creditor: Jeffrey C. Wing, Cary Wing Edmunson, P.C., Eugene, OR 
  
For Johnny Harris, Creditor: Lee D. Winston, Wiggins, Childs, Quinn and Pantazis, Birmingham, AL 
  
For Ed Spradlin, Creditor: Carl J. Witmeyer, II, Ashland, VA 
  
For TSYS Total Solutions, Inc., Creditor: Laura E. Woodson, Lamberth, Bonapfel, Cifelli, & Stokes, Atlanta, GA 
  
For Equifax Check Services, Inc., Creditor: Donald A. Workman, Foley & Lardner, Tampa, FL 
  
For Serzhine Oghli, Creditor: Vartkes Yeghiayan, Glendale, CA 
  
For Kimberland Patterson, Creditor: Daryl Von Yokely 
  
For Internal Revenue Service, Creditor: Jason Scott Zarin, Department of Justice-Tax Division, Washington, DC 
  
For Lend Lease Asset Management, I., c/o Robert B. Kaplan, Esquire, Jeffer, Mangels, Butler [**56] & Marmaro. LLP, San Francisco, Ca, Merrill Lynch 
Mortgage Capital, Inc., Stonewell International, Creditor: Peter G. Zemanian, Willcox & Savage, P.C., Norfolk, VA 
  
For Soco Group, Inc., c/o Michael T O'Halloran, San Diego, CA, Interested Party: Peter G. Zemanian, Willcox & Savage, P.C., Norfolk, VA 
  
For Saraland Loop Road, LTD, Creditor: Adam B. Zuckerman, Locke Liddell & Sapp LLP, New Orleans, LA 
  
For Betty Cressley, Creditor: Daniel J. de Luca, Nelson, Levine, de Luca & Horst, Blue Bell, PA 
 
JUDGES: DOUGLAS O. TICE JR., CHIEF JUDGE, UNITED STATES BANKRUPTCY COURT 
 
OPINION BY: DOUGLAS O. TICE JR. 
 
OPINION:  [*450]  REVISED MEMORANDUM OPINION 
 
A trial over 10 days was held in November 2003 on plaintiff debtors' amended complaint to avoid allegedly preferential or fraudulent cash transfers and 
grants of liens made to defendants, a group of debtors' pre-petition secured creditors.  The transfers at issue were made on May 25, 2000, as part of a 
major financial restructuring of the debtors.  The issues for decision are (1) whether debtors were insolvent on a consolidated basis on May 25, 2000; (2) 
whether the defendant lenders were entitled to a new value defense with regard to the allegedly [**57] preferential cash transfers and liens; and (3) 
whether the lenders were entitled to an ordinary course of business defense with regard to the allegedly preferential cash transfers.  Following the 
conclusion of the trial, the court took ruling under advisement.  The parties have submitted voluminous post-trial proposed findings and memoranda of 
law. 
 
For the reasons stated below the court holds that debtors were solvent on May 25, 2000, and the cash transfers and grants of liens were therefore neither 
preferential nor fraudulent.  This ruling precludes the necessity for the court to considers defendants' affirmative defenses. 
 
PROCEDURAL HISTORY 
 
On August 16, 2000, Heilig-Meyers Company and five of its wholly-owned subsidiaries filed their respective voluntary chapter 11 petitions.  On the same 
date, the court entered an order authorizing the joint administration of the debtors' cases for procedural purposes only. 
 
The official committee of unsecured creditors filed the initial complaint in this adversary proceeding on July 29, 2002, seeking the avoidance of cash 
transfers, liens, guaranties, and super-priority claims made or granted by debtors to the defendant lenders as a result [**58] of a restructuring on May 25, 
2000.  The committee filed an amended complaint on November 7, 2002.  Through its amended complaint the committee sought: 
 
(a) avoidance of the cash transfers and liens made or granted to the lenders as preferential transfers; 
 
(b) avoidance of the cash transfers and liens made or granted to the lenders as fraudulent transfers; 
 
 [*451] (c) avoidance of the guaranties granted to the lenders as fraudulent transfers; 



 
(d) avoidance of the replacement liens granted to the lenders pursuant to the terms of adequate protection orders filed in debtors' main bankruptcy case; 
 
(e) disallowance of the super-priority claim granted to the lenders pursuant to the terms of adequate protection orders filed in debtors' main bankruptcy 
case; 
 
(f) disgorgement of the avoidable cash transfers; 
 
(g) disgorgement of professional fees from the lenders pursuant to the terms of adequate protection orders filed in debtors' main bankruptcy case; 
 
(h) turnover of estate assets; and 
 
(i) a judgment declaring the lenders' liens invalid and fixing the amount of the lenders' unsecured claims. 
 
By order of the court dated December 18, 2002, debtors were substituted for the committee as plaintiffs [**59] in this adversary proceeding. 
 
On July 23, 2003, debtors filed a motion for partial summary judgment as to the avoidability under 11 U.S.C. §§ 547, 550, and 551 of cash transfers and 
liens made and granted by debtors to the lenders as a result of the May 25, 2000, restructuring.  On October 29, 2003, the court made a partial ruling on 
the summary judgment motion and entered an order denying summary judgment as to the cash transfers made by debtors to the lenders known as the 
Berrios proceeds.  n1 On December 31, 2003, the court ruled on the other issues raised by debtors' summary judgment and entered an order adopting an 
opinion with findings submitted by the lenders. The court ruled that: 
 
(1) $ 20,000,000 of liens transferred by debtor Furniture Company as a result of the debtors' May 25, 2000, restructuring were on account of antecedent 
debt; 
 
(2) the benefits received by debtors as a result of the May 25, 2000, restructuring were not sufficient to establish the lenders' contemporaneous exchange 
for new value defense; 
 
(3) the lenders were not entitled to an ordinary course of business defense with regard to the liens granted as a result of the May 25, 2000, 
restructuring [**60]  because their securitization of previously unsecured debt was inconsistent with the parties' past practices; and 
 
(4) debtors had withdrawn the portion of their motion for summary judgment regarding new value and ordinary course defenses to cash payments made 
on the lenders' revolving line of credit. 
 
- - - - - - - - - - - - - - Footnotes - - - - - - - - - - - - - - - 
n1 The Berrios proceeds constituted the $ 99,000,000 in cash and $ 18,000,000 note receivable generated from the sale of substantially all of the assets 
and business operations of two of debtors' Puerto Rican subsidiaries.  The court's ruling held that the cash transfer was outside the preference period. 
- - - - - - - - - - - - End Footnotes- - - - - - - - - - - - - - 
 
The lenders filed their own motion for summary judgment on September 25, 2003. They sought summary judgment as to the appropriate valuation 
standard to be used in the insolvency analysis of debtors and to establish that the lenders had provided sufficient evidence of debtors' solvency on May 25, 
2000, to rebut the initial presumption of debtors' insolvency under 11 U.S.C. § 547(f). n2 Hearing [**61] was held October 10, 2003, and the court ruled 
from the bench that the motion was granted as to the lenders' having rebutted the initial presumption of insolvency, but the motion was denied as to 
determining the proper [*452] valuation standard for the insolvency analysis.  Accordingly, the court entered a memorandum opinion and order on 
December 9, 2003, granting in part and denying in part the lenders' motion for summary judgment. 

- - - - - - - - - - - - - - Footnotes - - - - - - - - - - - - - - - 
n2 Section 547(f) states that "for purposes of [§ 547], the debtor is presumed to have been insolvent on and during the 90 days immediately preceding the 
date of the filing of the petition." 11 U.S.C. § 547(f). 
- - - - - - - - - - - - End Footnotes- - - - - - - - - - - - - - 
 
The court's orders and opinions entered December 18, 2002, October 29, 2003, December 9, 2003, and December 31, 2003, are incorporated in this 
opinion. 
 
Trial on the amended complaint was held November 3-7, 10, 13-14, and 17-18, 2003. At the conclusion of the trial the court took all issues under 
advisement.  Based upon the court's rulings on the two motions [**62] for summary judgment, only three issues remained for trial: (1) whether debtors 
were insolvent on May 25, 2000; (2) whether the lenders were entitled to a new value defense with regard to the allegedly preferential cash transfers and 
liens; and (3) whether the lenders were entitled to an ordinary course of business defense with regard to the allegedly preferential cash transfers.  
Following trial, the parties filed post-trial memoranda of law and proposed findings of fact and conclusions of law and, later, reply memoranda of law. 
 
FINDINGS OF FACT 
 
Heilig-Meyers Company 
 
Heilig-Meyers Company, a publicly-held Virginia corporation, is a retailer of home furnishings whose predecessors date back to 1913.  The company has 
five subsidiaries including Heilig-Meyers Furniture Company, a North Carolina corporation; Heilig-Meyers Furniture West, Inc., an Arizona corporation; 
HMY Star, Inc., a Virginia corporation; HMY RoomStore, Inc., a Virginia corporation; and MacSaver Financial Services, Inc., a Delaware corporation. 
 
Heilig-Meyers and its subsidiaries historically located stores in smaller towns and rural markets in the United States, tailoring their business to lower and 
middle [**63] income consumers.  The majority of retail sales were made through the company's offering of installment credit programs, often to 
customers who typically did not qualify for credit elsewhere.  This credit function was managed store-by-store, with each location being responsible for 
extending credit and collecting payments in accordance with general corporate guidelines.  Uniquely, customers typically made their payments in person 
at their local stores, and the companies did not send bills or invoices to their customers. 



 
Over the years Heilig-Meyers expanded broadly beyond its original base in Virginia and North Carolina through a series of acquisitions and by 
penetrating new markets.  The corporate structure that evolved was comprised of publicly-held Heilig-Meyers as parent-holding company with other 
operating companies as wholly-owned subsidiaries.  By 1998, the consolidated company had become the largest furniture retailer in the United States 
with more than 1,200 stores in thirty states and reported total annual revenues exceeding $ 2,000,000,000. 
 
The Lenders 
 
The defendant lenders are a group of debtors' pre-petition secured creditors. The group is comprised of Wachovia Bank,  [**64] N.A., f/k/a First Union 
National Bank and successor by merger to Wachovia Bank, N.A.; Wachovia Securities, Inc., f/k/a Wachovia Capital Markets, Inc.; Bank of America, 
N.A.; SunTrust Bank; Mizuho Holdings, Inc. and Mizuho Corporate Bank, Ltd.; Bank One; Credit Lyonnais, New York Branch; Bank of Tokyo-
Mitsubishi, Ltd.; Highland Capital Management, L.P.; PNC Bank, National Association; Prudential Insurance Company of  [*453] America and Pruco 
Life Insurance Company; Doe Wachovia Certificate Holders Nos. 1-1,000; and Doe FUNB Certificate Holders Nos. 1-1,000.  The lenders served as 
trustees, agents, lenders, note holders, or certificate holders in Heilig-Meyers' complex financial structure. 
 
Debtors' Financial Structure 
 
As Heilig-Meyers expanded through acquisitions and organic growth, it developed a complex financial structure that financed its acquisitions and its day-
to-day working capital needs.  This structure included the following components: 
 
(1) Prudential Notes, MacSaver issued to Prudential $ 60,000,000 of 11.99% Series A Guaranteed Senior Notes due in 2002 pursuant to a Note 
Agreement dated January 13, 1995, with MacSaver as issuer, Heilig-Meyers as guarantor, and Prudential [**65] as purchaser. 
 
(2) Credit Agreement, On July 18, 1995, MacSaver as borrower and Heilig-Meyers as guarantor entered into a new Credit Agreement with Wachovia as 
agent to provide up to $ 400,000,000 in revolving loans and letter of credit facilities to MacSaver, Heilig-Meyers, and its other subsidiaries. 
 
(3) Wachovia Synthetic Lease, In January and August 1996, the Furniture Company entered into two synthetic lease arrangements with Wachovia 
including distribution centers, office buildings, and other properties located in Richmond, Virginia; Hesperia, California; Mount Sterling, Kentucky; and 
Athens, Texas.  The obligations of the Furniture Company under the Wachovia synthetic leases were guaranteed by Heilig-Meyers. 
 
(4) First Union Synthetic Lease, In August 1998, the Furniture Company entered into a synthetic lease arrangement with First Union National Bank 
evidenced by a lease agreement and a trust agreement.  The obligations of the Furniture Company were guaranteed by Heilig-Meyers. 
 
(5) Bonds, MacSaver issued three series of unsecured notes, referred to as bonds, aggregating $ 475,000,000 and that were due in 2002, 2003, and 2007.  
The bonds were governed by an indenture [**66] agreement dated August 1, 1996, and the obligations under the bonds were guaranteed by Heilig-
Meyers. 
 
(6) Accounts Receivable Securitization Facilities, Heilig-Meyers developed an accounts receivable securitization program through which MacSaver 
transferred, through true sales, the substantial majority of the consumer installment contracts generated by the Furniture Company to a Master Trust.  The 
Master Trust issued certificates to investors that provided the capital for the Master Trust to purchase the installment sales contracts from MacSaver.  By 
the end of fiscal year 2000, MacSaver had three series of securitizations: (a) the 1997-1 certificates in the amount of $ 115,000,000 and known as the 
conduit facility; (b) the 1998-1 certificates in the amount of $ 400,000,000; and (c) the 1998-2 certificates in the amount of $ 311,000,000.  Through these 
securitization facilities Heilig-Meyers received advance rates of approximately 85% against eligible receivables and paid interest ranging between 5.2% 
and 6.6% on the certificates.  MacSaver also received undivided interests in the receivables sold to the Master Trust representing the surplus value of the 
receivables sold into the [**67] program.  This securitization financing was without recourse to any of the debtors, although Heilig-Meyers contractually 
agreed to serve as the servicer of the receivables portfolio.  The securitization facilities [*454] provided the debtors working capital in the form of 
monthly cash payments of approximately $ 80,000,000 from the Master Trust. 
 
As a result of this financial structure, Heilig-Meyers and MacSaver were the sole obligors on the Prudential notes, the bank Credit Agreement, and the 
bonds. Furniture Company and Heilig-Meyers were the sole obligors with respect to the synthetic leases.  Heilig-Meyers was the sole obligor with respect 
to the servicing obligations under the securitization facilities. 
 
2000 Financial Challenges 
 
Heilig-Meyers faced a number of financial challenges during calendar year 2000.  In particular, it faced the following maturity and liquidity events: 
 
(1) the Credit Agreement was scheduled to mature in July 2000 and Heilig-Meyers required a waiver or amendment of financial covenants under this 
facility in order to prevent default; 
 
(2) the commitment termination date with respect to the conduit facility was scheduled to occur in July 2000; 
 
(3) the First [**68] Union synthetic lease was scheduled to mature and unless extended would require the Furniture Company to repay $ 15,000,000; 
 
(4) Heilig-Meyers would have to fund a $ 40,000,000 spread account under the receivable securitization facilities if its long-term unsecured debt rating 
fell below a BB- rating by Standard & Poor's or below a Ba3 rating by Moody's Investors Service, Inc.; and 
 
(5) August 2000 was the earliest possible date by which an accumulation would potentially begin and require the building of a sinking fund and that 
would reduce by $ 20,000,000 the cash flowing from the Master Trust to MacSaver on a monthly basis. 
 
The May 25, 2000, Transfers and Granting of Liens 
 
Faced with these financial challenges, Heilig-Meyers began negotiating with the lenders in March 2000 to restructure the various components of its 
financial structure.  These negotiations resulted in the execution of a term sheet that included requested covenant relief, maturity extensions, and partial 



collateral for the lenders. 
 
By mid-May 2000, Heilig-Meyers management began to believe that the restructuring contemplated by the March term sheet would not provide debtors 
with sufficient liquidity throughout [**69] the fiscal year.  Roy Goodman, Heilig-Meyers Chief Financial Officer, therefore requested additional 
modifications to the Credit Agreement.  These modifications were: (1) to allow MacSaver and Heilig-Meyers to use as general working capital up to $ 
20,000,000.00 of the revolver that had previously been dedicated solely to fund a spread account in the event of a downgrade; and (2) to allow Heilig-
Meyers to use an additional $ 20,000,000.00 of proceeds from its sale of non-operating assets to fund any spread account as required by the 
securitizations, rather than using those proceeds to cash collateralize the lenders' outstanding letters of credit.  The lenders agreed to these additional 
modifications. 
 
On May 25, 2000, Heilig-Meyers, MacSaver, and the lenders executed a set of agreements including:  

(1) Amendment 9 to the Credit Agreement; 
(2) Amendment 3 to the Prudential Note Agreement; 
(3) a security agreement, which granted security interests on certain accounts, general intangibles, seller notes from debtors' asset divestitures, and other 
forms of personal property to Wachovia [*455] as collateral agent for the lenders;(4) a pledge agreement; 
(5) assignments of cash collateral [**70] accounts; 
(6) assignment of a non-operating cash escrow account; 
(7) various mortgages, deeds of trust, and UCC-1 financing statements in favor of the lenders; and 
(8) an Intercreditor and Sharing Agreement among Heilig-Meyers and the lenders. 
 
  
Between the closing of the May 25 transactions and the filing of debtors' bankruptcy petitions, debtors continued to borrow money from and make cash 
payments to the lenders under the revolving line of credit.  It is these May 25, 2000, liens and related cash payments granted or made to the lenders by 
debtors that are the focus of this litigation. 
 
Additional facts are stated in the discussion section below. 
 
DISCUSSION AND CONCLUSIONS OF LAW 
 
At the time of trial the bankruptcy cases of plaintiffs, Heilig-Meyers Company and its five subsidiaries, had been consolidated for procedural purposes.  
Previously, the court had ruled on summary judgment motion that the burden of proof on the issue of insolvency was shifted to the consolidated debtors.  
At trial the parties presented their valuation evidence on a consolidated basis.  Thus, the court's ruling on the preference issue relies on the consolidated 
valuation evidence of record and [**71] represents a determination of plaintiffs' solvency on this basis.  Subsequent to trial, the defendants have asserted 
that in some respects the debtor entities should be considered separately.  The court's ruling does not attempt to anticipate issues of consolidation that 
were not raised at trial. 
 
Preferential Cash Transfers and Liens 
 
In this proceeding debtors are attempting to avoid the May 25, 2000, (pre-petition) transfers of cash and liens that allegedly preferred defendant lenders 
over other creditors of debtors.  Bankruptcy Code § 547(b) states that a trustee in bankruptcy may:  
  
avoid any transfer of an interest of the debtor in property - (1) to or for the benefit of a creditor; (2) for or on account of antecedent debt owed by the 
debtor before such transfer was made; (3) made while the debtor was insolvent; (4) made - (A) on or within 90 days before the date of the filing of the 
petition . . . ; and (5) that enables such creditor to receive more than such creditor if- (A) the case were a case under chapter 7 . . . ; (B) the transfer had not 
been made; and (C) such creditor received payment of such debt. 
  
11 U.S.C. § 547 [**72] (b). The trustee has the burden of proving these elements by a preponderance of the evidence. See 11 U.S.C. § 547(g); Matson v. 
Strickland (In re Strickland), 230 B.R. 276, 281 (Bankr. E.D. Va. 1999).  Pursuant to § 1107(a), a chapter 11 debtor in possession has, with a few 
exceptions not relevant here, all the rights and duties of a trustee and therefore may seek to avoid preferential transfers.  See 11 U.S.C. § 1107(a). 
 
As a result of the two motions for summary judgment the elements of the preference analysis that the court must address have been reduced and refined.  
Of the five elements of § 547(b), the court need only make a determination with regard to § 547(b)(3), whether the debtors were insolvent on the date of 
the transfers at issue, May 25, 2000.  The burden of proving debtors' insolvency has also shifted.  [*456] Section 547(f) states that debtors are "presumed 
to have been insolvent on and during the ninety days immediately preceding the date of the filing of the petition."  11 U.S.C. § 547(f). A preference 
litigation defendant may rebut this presumption with evidence that the debtor [**73] was solvent at the time a subject transfer was made.  See Lawson v. 
See Lawson v. Ford Motor Co. (in re Roblin Indus., Inc.), 78 F.3d 30, 34 (2d Cir. 1996); Miller & Rhoads, Inc. Secured Creditors' Trust v. Abbey ("In re 
Miller & Rhoads, Inc.), 146 B.R. 950, 955 (Bankr. E.D. Va. 1992). 
 
As noted above, the burden has been shifted to debtors to prove their consolidated insolvency by a preponderance of the evidence. In partially granting 
lenders' summary judgment motion on the burden of proof issue, the court primarily relied on the following factors: (1) the debtors' audited financial 
statements on February 29, 2000, showing shareholders' equity in excess of $ 500,000,000; (2) Securities Exchange Commission Form 10-Q of debtors 
for May 31, 2000, showing similar shareholders' equity; (3) debtors' bankruptcy schedules of August 16, 2000, showing shareholders equity in excess of $ 
400,000,000; (4) the repeated statements and admissions of debtors' former senior management even with the benefit of hindsight that debtors were 
solvent on May 25, 2000.  The court recognized that ordinarily, financial statements prepared under GAAP principles do not reflect the value of 
a [**74] company's assets at fair market value.  However, the combination of the financial data combined with the repeated assertions of solvency by 
debtors' former management persuaded the court to grant summary judgment on this issue.  The assertions of solvency by some of debtors' former 
management continued at trial. 
 
General Insolvency Analysis 
 
In order to avoid an alleged preferential transfer, the debtor must have made the transfer while insolvent.  See 11 U.S.C. § 547(b)(3).  The Bankruptcy 
Code defines insolvent as a "financial condition such that the sum of such entity's debts is greater than all of such entity's property, at fair valuation . . .." 



11 U.S.C. § 101(32)(A). Section 101(32)(A) establishes that the insolvency analysis under § 547(b)(3) is no more than a debts versus assets analysis, and 
for the court to find that a preferential transfer occurred the court must determine that the dollar sum of the debtor's debts are greater than the dollar sum 
of the debtor's assets "at fair valuation."  The dollar sum of a debtor's contractual debts, such as bonds, credit lines and notes payable, are most often 
readily determinable by [**75]  examining the debts' contractual terms.  The dollar sum of the same debtor's assets "at fair valuation," however, is not 
readily determinable because a hypothetical market of myriad buyers and sellers and not contractual terms establish "fair valuation."  As an observer 
would expect, in the instant adversary proceeding the parties' valuations of debtors' liabilities do not vastly differ, but their valuations of debtors' assets at 
"fair valuation" do vastly differ. 
 
The court relies on two mutually independent approaches to determine whether the dollar sum of the debtors' debts exceed the fair valuation of the 
debtors' assets. A balance sheet test of insolvency relies on the testimony of the parties' expert appraisals to conclude with a dollar figure equal to debtors' 
solvency or insolvency.  A second approach relies on an analysis of the debtors' circumstances at the time of the alleged preferential transfers and does not 
conclude with a dollar figure that corresponds to debtors' solvency or insolvency.  [*457]  Balance Sheet Test of Insolvency 
 
Although not defined by the Code, a survey of case law reveals that a determination of fair valuation requires a two-part analysis.  First, the court 
must [**76] determine whether on the date of the subject transfer the debtors were collectively operating as a going concern or were on their deathbed.  
See Wolkowitz v. American Research Corp. (In re DAK Industries, Inc.), 170 F.3d 1197, 1199-1200 (9th Cir. 1999); In re Miller & Rhoads, Inc., 146 
B.R. at 955; In re Art Shirt, Ltd., 93 B.R. 333, 341 (E.D. Pa. 1988); Schwinn Bicycle Co. v. AFS Cvcle & Co., Ltd. (In re Schwinn Bicycle Co.), 192 B.R. 
477, 486 (Bankr. N.D. I11. 1996).  Second, the court must determine the value of the debtors' assets using either a balance sheet test if the debtors were a 
going concern or a liquidation test if the debtors were on their deathbed.  See In re DAK Indus., Inc., 170 F.3d at 1999; In re Miller & Rhoads, 146 B.R. at 
955; In re Art Shirt Ltd., Inc., 93 B.R. at 341; Schwinn Plan Comm. v. AFS Cycle & Co. (In re Schwinn Bicycle), 192 B.R.477, 486 (Bankr. N.D. Ill. 
1996). 
  
GOING CONCERN VERSUS DEATHBED 
 
This court has defined the condition of a debtor on its deathbed as one where the debtor is "in a precarious financial condition" so that "liquidation [**77] 
was imminent when the petition was filed," and the debtor "could continue in business postpetition for only a brief period." In re Miller & Rhoads, 146 
B.R. at 955-56.  Other courts describe a deathbed debtor as one only "nominally in existence" n3 or "wholly inoperative, defunct or dead on its feet." n4 
When a court finds that a debtor was on its deathbed, it must apply a liquidation test to determine insolvency.  Under this test, the value of a debtor's 
assets is the aggregate price the assets would fetch at a liquidation or distress sale. In applying this test, courts may rely on actual sale prices received for 
debtor's assets.  See In re Schwinn Bicycle Co., 192 B.R. at 489; In re Miller & Rhoads, Inc., 146 B.R. at 957. 
 
- - - - - - - - - - - - - - Footnotes - - - - - - - - - - - - - - - 
n3 In re Art Shirt Ltd. Inc., 93 B.R. at 341 (citing In re Randall Constr., Inc., 20 B.R. 179, 186 (N.D. Ohio 1981); In re Utility Stationery Stores, Inc., 12 
B.R. 170 (Bankr. N.D. 111. 1981)). 
 
N4 In re Bellanca Aircraft Corp., 56 B.R. 339, 387 (Bankr. D. Minn. 1985). 
- - - - - - - - - - - - End Footnotes- - - - - - - - - - - - - - [**78]  
 
If a debtor is operating as a going concern the court must perform the applicable balance sheet test of insolvency.  The going concern threshold is very 
low; a debtor may be financially unstable, but it is still a going concern as long as the amount it could realize from converting its assets to cash in the 
ordinary course of business exceeds the expenses of conducting business.  See In re Taxman Clothing Co., Inc., 905 F.2d 166, 170 (7th Cir. 1990); see 
also In re Art Shirt Ltd., Inc., 93 B.R. at 341 (stating that "a business does not have to be thriving to receive going concern valuation").  After a court finds 
that a debtor is a going concern, it must apply a balance sheet test to determine insolvency.  The balance sheet test "contemplates a conversion of assets 
into cash during a reasonable period of time." Travellers Int'l AG v. Trans World Airlines, Inc. (In re Trans World Airlines, Inc.), 134 F.3d 188, 194 
(3rdCir. 1998); see Lawson v. Ford Motor Co. (In re Roblin Indus.), 78 F.3d 30 at 35.  The value of a going concern debtor's assets is therefore the assets' 
estimated aggregate fair market value assuming there is a willing buyer, and the sale is completed [**79] within a reasonable time to pay the debtor's 
debts. See In re Roblin Indus., Inc., 78 F.3d at  [*458] 35-36.  In applying this test courts should not rely solely on asset book values contained in debtors' 
financial statements or bankruptcy schedules but should consider other sources of information such as expert opinions, appraisals, and the debtor's actual 
operating experience.  See id. at 36-38; Devan v. CIT Group (In re Merrv-Go-Round Enterprises. Inc.). 229 B.R. 337, 342-343 (Bankr. D. Md. 1999); In 
re Arrowhead Gardens, Inc., 32 B.R. 296, 299-300 (Bankr. D. Mass. 1983); see also In re DAK Indus., Inc., 170 F.3d at 1200. 
 
In this case, the court finds that debtors were operating as a going concern on May 25, 2000.  While a debt restructuring may have been necessary on that 
date on account of management's liquidity concerns, there is no doubt that debtors had sufficient assets to continue operating for some period into the 
future. 
 
Although used only as a starting point, the financial statements filed by debtors for periods covering the date of the transfers confirm their operation as a 
going [**80] concern. On March 22, 2000, debtors received an unqualified audit opinion of their financial statements from Deloitte & Touche.  n5 The 
audited fiscal year 2000 financial statements showed debtors had positive equity of $ 534,700,000. n6 On July 17, 2000, debtors filed with the Securities 
and Exchange Commission its 10-Q for the quarter ending May 31, 2000.  The financial statements included in this filing indicated debtors had a positive 
equity value of $ 518,000,000. 
 
- - - - - - - - - - - - - - Footnotes - - - - - - - - - - - - - - - 
n5 Compare Heilig-Meyers' receipt of an unqualified audit opinion to debtor Miller & Rhoads' receipt of a qualified audit opinion. See In re Miller & 
Rhoads, 146 B.R. at 955 (stating that Miller & Rhoads, a debtor this court found to be on its deathbed, received qualified financial statements conveying 
its auditor's "substantial doubt that [debtor] would be able to continue to operate as a going concern for the next twelve months"). 
 
n6 Shareholders' equity is expressed as total assets minus total liabilities. Positive equity indicates that an entity's assets exceed its liabilities. 
- - - - - - - - - - - - End Footnotes- - - - - - - - - - - - - - [**81]  
 
Further evidence of debtors' operation as a going concern on May 25, 2000, is found in their ability to continue to function today, albeit under a reduced 
basis, over four years after having filed their petitions.  A debtor's ability to continue to conduct business is evidence of its operation as a going concern.  
See In re DAK Indus., Inc., 170 F.3d at 1200; In re Taxman Clothing Co., Inc., 905 F.2d at 169.  A debtor on its deathbed, by contrast, normally cannot 
conduct business long after making allegedly preferential transfers or filing its bankruptcy petition and is forced to liquidate. See Gillman v. Scientific 



Research Prods. (In re Mama D'Angelo), 55 F.3d 552 (10th Cir. 1995); In re Miller & Rhoads, 146 B.R. at 956; In re A. Fassnacht & Sons, Inc., 45 B.R. 
209 (Bankr. E.D. Tenn. 1984); In re Utility Stationery Stores, Inc., 12 B.R. 170 (Bankr. N.D. I11. 1981). 
  
VALUATION EVIDENCE 
 
The parties rely principally upon their expert witnesses to prove or disprove debtors' insolvency [**82] on the date of the restructuring.  The experts, 
Jonathan Cleveland for debtors and Ronald Greenspan for the lenders, produced lengthy valuation reports and testified extensively at trial.  As might be 
expected, they arrived at widely varying conclusions. The disparity between their valuations can be blamed in part upon the experts' opposing definitions 
of the balance sheet test.  In his report, Cleveland defined the balance sheet test as [*459] "the fair value of all assets sold individually compared to 
liabilities." Cleveland Report at 9.  Greenspan defined the balance sheet test as "the use value of [their] assets to the [debtors] . . . including [their] 
operational goodwill." Greenspan Report at 20.  A summary of the valuation reports follows. 
 
Debtors' Expert, Jonathan Cleveland 
 
Cleveland's report concludes that on the transfer date of May 25, 2000, debtors were insolvent by $ 330,000,000 on a consolidated basis.  Cleveland 
Report at 13.  He assessed his values on this date under a balance sheet test for value (assumed sale of each marketable asset).  Cleveland's general view is 
that the debtors' business in May 2000 was not viable.  His testimony at trial and the rhetoric of his report [**83] assert that the debtors were on their 
deathbed on the transfer date.  However, he also testified and has stated in his report that he made his "assessment of solvency under an assumed going-
concern sale of the retail furniture business . . . . " Cleveland Report at 6.  Cleveland's approach to the valuation derives from his view that in May 2000 
debtors faced a liquidity crisis that it could not overcome.  Indeed, the debtors' liquidity problems are the basis of their underlying position in this case. 
 
The lenders have argued that Cleveland's asset values are too low because he based values on the liquidation sales of assets realized by debtors in the 
chapter 11 case.  Debtors dispute this argument, but Cleveland's report suggests he was influenced by these sales.  Cleveland Report at 11. 
 
In addition to a balance sheet test of solvency, Cleveland applied a "market multiple analysis," which, he states, "determines whether the going-concern 
value of the retail operating assets sold as a single operating enterprise, combined with the recovery value on the non-operating assets . . . exceed the 
stated amount of liabilities."  Cleveland Report at 88.  He concludes that a market multiple approach [**84] does not apply to debtors because "there was 
no reasonable prospect of a going-concern sale of the [debtors] retail operations" in May 2000.  Cleveland Report at 89.  The primary argument 
underlying this conclusion: in spite of the restructuring of its debt, debtors required a substantial capital infusion that was unlikely.  Cleveland 
nevertheless undertakes a market multiple analysis as support for his balance sheet calculation of insolvency and determines in this approach an 
insolvency range for debtors between $ 469,636,000 and $ 263,776,000.  Cleveland Report at 117. 
 
Lenders' Expert, Ronald F. Greenspan 
 
Greenspan also evaluated debtors on a consolidated, going concern basis, concluding that on May 25, 2000, debtors were solvent with a net worth of $ 
218,000,000.  Greenspan Report at 31. He disputes that there was any liquidity crisis and ascribes the company's subsequent failure and destruction of its 
going concern and asset values to "its ill conceived bankruptcy filing on August 16, 2000."  Greenspan Report at 3.  His report strongly suggests that a 
new financial advisor hired by debtors in July 2000 steered the company toward bankruptcy because the advisor was to receive a 
substantial [**85] transaction fee if the company reorganized in bankruptcy.  Greenspan Report at 14. 
 
Greenspan's appraisal presents a calculation of the debtors' "enterprise value" to which he adds the value of "non-core" assets and subtracts liabilities.  He 
states there are three recognized approaches to reaching the market value of an enterprise: (1) market multiple, (2) transaction multiple or comparable 
sales, and (3) discounted [*460] cash flow. His primary valuation approach for debtors is the market multiple.  Greenspan Report at 26-31. 
 
To summarize and simplify Greenspan's market multiple appraisal of debtors, he selected a group of publicly traded "guideline companies" that he 
considered "economically and operationally" comparable to debtors.  From the published financial information of these companies, he compiled various 
financial data, such as earnings and cash flow.  From this data, he calculated "multiples used to develop indications of value . . . . " His primary multiple 
and the one used for the ultimate valuation of debtors was earnings before interest, taxes, depreciation and amortization (EBITDA).  The earnings and 
cash flow multiples for the comparable companies are also based upon stock market [**86] prices. According to Greenspan, "a stock investment in the 
comparable . . . companies could represent an alternative investment for an investor in [debtors]."  Greenspan Report at 28. 
 
Greenspan then compared similar financial data for debtors and determined adjusted multiples for debtors.  These multiples were compared to those of the 
guideline companies.  Greenspan's market multiple methodology thus involved multiplying earnings and cash flow measures (EBITDA) of the debtors by 
an appropriate multiple of representative earnings and cash flow of the comparable entities. 
 
Greenspan also added a control premium to the multiples.  He described this as "the additional value attributable to a controlling interest in a company 
when compared to a minority interest position." Greenspan Report at 29. 
 
Greenspan appraised debtors' equity value using two alternate valuation approaches. He performed a discounted cash flow analysis based on debtors' 
future income projections.  This analysis projected a range of equity in the company from a low of $ 168,000,000 to a high of $ 268,000,000.00.  Finally, 
he made an individual asset and liability balance sheet analysis that produced stockholders' equity [**87] of $ 218,000,000.  This approach will be 
discussed in more detail below. 
  
ANALYSIS OF APPRAISERS' VALUATION EVIDENCE 
 
In summary, debtors' Form 10-Q for the quarter ending May 31, 2000, reported assets of $ 1,354,710,000, liabilities of $ 836,298,000, and positive 
stockholder equity or solvency of $ 518,412,000.  Debtors' expert witness Cleveland has appraised these same assets to have a fair value of $ 
459,548,000; the lenders' expert Greenspan appraises the assets to have a fair value of $ 1,012,040,000.  On the critical preference date of May 25, 2000, 
Cleveland's opinion is that debtors were insolvent with an equity deficit of ($ 330,181,000).  According to Greenspan, debtors were solvent by $ 
218,000,000.  Because the experts' determinations of debtors' liabilities are not substantially different, almost the entire difference between the solvency 
opinions comes from their appraisals of debtors' assets. 
 
In their reports and testimony, the experts discuss the debtors' asset groups individually, explaining in great depth their respective appraisal methodologies 



and stating the vastly different yet precise appraisals of debtors' assets at fair valuation.  However, the court is unable [**88] to find that one expert report 
presents the correct valuation to the exclusion of the other. 
 
Intangible financial assets, including debt and equity securities, are subject to precise rules of valuation, and experts generally value financial assets based 
on their exhibition of some limited objective elements including among others, liquidity, the risk free rate of interest and standard  [*461] deviation or 
volatility.  The instant debtors on the other hand in May 2000 were comprised of thousands or tens of thousands of tangible and intangible assets, classed 
in asset groups such as inventory, real property, equipment, accounts receivable and prepaid expenses.  No short list of objective elements reflects all of 
debtors' assets, and the endless variables in the experts' appraisals of debtors are demonstrated by the astonishing $ 552,492,000 difference in their 
valuations of assets that have a book value of $ 1,354,710,000. 
 
The court recognizes the theoretical validity of the valuation methods presented here, that they are widely accepted in the business and financial world, 
and also that the values produced are approximations, couched in terms of a range of values.  However, the fact that two [**89] qualified appraisers, both 
attorneys, both applying sound appraisal methodologies to the same set of assets could reach such absurdly disparate conclusions gives the court pause.  
At the least, the difference in valuations presents a predicament for the court, which does not have the expertise to parse through the experts' reports and 
testimony, separating the wheat from the chaff, and come to a precise measure of the debtors' solvency or insolvency. 
 
While the experts confront the court with a difficult task that must be embraced, the court notes "the irony that judges, few of whom would qualify as 
expert witnesses in any trial of asset valuation, regularly determine the worth of assets, sometimes forced to choose between the conflicting reports of 
undisputed experts."  Domestic Loan and Inv. Bank v. Mann (In re Mann"), 249 B.R. 831, 839 (B.A.P. 1st Cir. 2000); but see Johnson v. Asset Met. 
Group, LLC. (In re Johnson), 226 B.R. 364, 369 (D. Md. 1998) ("The fact that courts may be concerned with drawing sharp lines with harsh effects does 
not excuse the need for doing so."). 
 
Daubert v. Merrell Dow Pharmaceuticals, Inc., 509 U.S. 579, 125 L. Ed. 2d 469, 113 S. Ct. 2786 (1993) [**90] and its progeny provide the court with 
little assistance.  Although, under Daubert, the court serves as "gatekeeper," Cleveland and Greenspan are qualified appraisers and easily pass the many 
faceted Daubert inquiry that Kumho Tire Co. v. Carmichael, 526 U.S. 137, 149-151, 143 L. Ed. 2d 238, 119 S. Ct. 1167 (1999), also applied to non-
scientific, even experience based, expert testimony. See also United States v. Hammoud, 381 F.3d 316, 336-337 (4th Cir. 2004) ("When . . . expert 
testimony is not scientific in nature, the [court] must still perform the gatekeeping function."), following Kuhmo Tire Co., Ltd., 526 U.S. at 147-149. 
 
The court's problem with accepting asset values presented in the appraisal reports may be simply stated.  It appears that Cleveland's appraisal relies to 
some extent on post-petition sales of debtors' assets, which makes it more akin to a liquidation analysis than the required fair value analysis.  Greenspan's 
report seems to be the stronger of the two, and his appraisal has ultimately persuaded the court that the debtors were not insolvent on the critical date.  
However, although his market multiple calculation is undoubtedly a textbook [**91] example of this approach to valuation of a business enterprise, it is 
difficult to accept Greenspan's equity determination at face value because the court is not certain that his method has fully factored in debtors' unique 
circumstances as disclosed by the trial record. 
 
A brief review of these circumstances will be helpful to explain my concerns.  In 1998, Heilig-Meyers was the largest furniture retailer in the United 
States with more than 1,200 stores.  Although in the [*462] late 1990s the company had annual revenues of almost two billion dollars, sales were falling 
and the company had suffered losses.  The company was very substantially leveraged, with several large financing facilities outstanding to the defendants 
in this proceeding.  Probably more significant than any other element of the company's business operations was its accounts receivable securitization 
program, the receipts from which were the life blood of the business, producing monthly cash of approximately $ 80,000,000.  The fundamental problem 
with this business was the company's outdated credit practices, under which installment credit departments were operated in each furniture store. Each 
location was responsible for extending [**92] credit and collecting its receivables.  This system was outdated because the universal use of credit cards 
was taking the place of the type of individual store credit accounts that had sustained Heilig for many years.  The company's management recognized the 
problem and had undertaken a new initiative to replace the old credit system as well as to upgrade stores and make other improvements.  In early 2000, 
however, it was far from clear that debtors would be able to modernize their business model so as to achieve their previous success. 
 
In the Spring of 2000, the company was faced with upcoming cash needs that included the maturity of several of its bank credit facilities, an obligation to 
fund $ 20,000,000 per month toward a sinking fund related to the securitization program commencing as early as August, and the necessity to fund a $ 
40,000,000 spread account under the securitization facility in the likely event that company's long-term unsecured debt rating fell. 
 
The bank debt was restructured on May 25, 2000, and the urgent bank maturities were extended for a year. Still, the company faced its other liquidity 
problems.  After management decided not to pay bondholder interest due [**93] on August 1, 2000, the company could no longer count on the monthly 
securitization payments that it relied upon to operate.  This left the company no option but to file bankruptcy, which it did on August 16.n7 
 
- - - - - - - - - - - - - - Footnotes - - - - - - - - - - - - - - - 
n7 There is evidence of record indicating the bankruptcy filing was timed so as to include the May 25, 2000, restructuring date within the 90 day 
preference period. 
- - - - - - - - - - - - End Footnotes- - - - - - - - - - - - - - 
 
The above is an outline of the scenario for which Greenspan determined his market multiple enterprise value of the debtors on the date of the 
restructuring.  As related earlier, he compared Heilig's adjusted financial data to adjusted financial data of a group of "guideline companies," other 
publically traded furniture retailers.  His report states that the multiples for the comparable companies were based in part upon stock market prices 
because a stock investment in one of these companies could represent an investment in Heilig.  However, the evidence in this case fails to demonstrate 
that the financial circumstances of the comparable companies [**94] were remotely comparable to the debtors' financial circumstances, particularly with 
respect to the debtors' apparently unique securitization program and the dire threat it presented to debtors' liquidity.  Greenspan's "adjustments" to the 
financial data in reaching his multiple may or may not have closely connected up the debtors with the comparable companies.  The court is just unable to 
tell. 
 
Further undermining his market multiple approach in the court's view is Greenspan's insistence on increasing his base market multiple calculation by 
adding in the value of a premium for control.  As explained in his report, a premium for control of a business's enterprise value is [*463] based upon the 
value of its assets as a going concern on a debt free basis and represents the additional amount a potential investor would pay in order to control the 
company.  n8 Again, the court accepts this computation as a valid methodology recognized by the text books.  However, this court finds it difficult to 
relate an investor's purchase of control of debtors' enterprise value to a valuation under Bankruptcy Code § 547.  Moreover, the court cannot grasp the 



appraiser's premise that in this [**95] case a real investor could have purchased debtors' operating assets completely without regard to the complex debt 
structure. It is too theoretical to be useful under the present record.  Cleveland was correct in stating that a premium for control should not apply to the 
present valuation. 
 
- - - - - - - - - - - - - - Footnotes - - - - - - - - - - - - - - - 
n8 Greenspan explained the difference between a premium for control of an enterprise value, which is on a debt free basis, and that for the capital stock of 
a company, which would take account of the company's debt. 
- - - - - - - - - - - - End Footnotes- - - - - - - - - - - - - - 
 
In summary, the court finds that Greenspan's market multiple valuation is adequate to establish that debtors were solvent in May 2000, although he 
exaggerates the magnitude of that solvency.  The exaggeration is carried over in Greenspan's discounted cash flow analysis, which he derived from his 
projections of debtors' future income.  These projections are of doubtful reliability, and this analysis will not be considered. 
 
Because it would not be feasible for the court to refine Greenspan's market multiple valuation, [**96] I will structure a balance sheet test based upon both 
appraisal reports and also consider other circumstances of the case that support the conclusion that debtors were not insolvent on May 25, 2000. 
 
Balance Sheet Test of Insolvency 
 
Very few courts have relied upon market or transaction multiple methodologies in determining whether a debtor was insolvent on the date of an alleged 
preferential transfer.  See Lids Corp. v. Marathon Investment Partners (In re Lids Corp.), 281 B.R. 535 (Bankr. D. Del. 2002); In re Vadnais Lumber 
Supply, Inc., 100 B.R. 127 (Bankr. D. Mass. 1989); see also Silverman Consulting, Inc. v. Hitachi Power Tools, U.S.A., Ltd.( In re Payless Cashways, 
Inc.), 290 B.R. 689, 699 (Bankr. W.D. Mo. 2003)(acknowledging use of the comparable company approach to valuation but relying instead on the 
balance sheet methodology introduced in In re Taxman Clothing Co., 905 F.2d 166, 169 (7th Cir. 1990)).  Furthermore, one of the main cases relied upon 
by the lenders in support of their use of a market or transaction multiple methodology addresses valuation of a debtor [**97] in the context of a § 1129 
plan confirmation. See In re American Home Patient, Inc., 298 B.R. 152, 172-179 (Bankr. M.D. Tenn. 2003).  This type of case is only persuasive 
authority at best. 
 
Accordingly, in addition to relying on Greenspan's market multiple analysis, the court will follow a majority of courts and adopt a balance sheet test of 
debtors' solvency.  See In re DAK Indus., Inc., 170 F.3d 1197 (9th Cir. 1999); In re Roblin Industries, Inc., 78 F.3d 30 (2d Cir. 1996); In re Trans World 
Airlines. 134 F.3d 188 (3rd Cir. 1998); In re Taxman Clothing Co. Inc., 905 F.2d 166 (7th Cir. 1990); In re Merrv-Go-Round Enterprises, Inc., 229 B.R. 
337 (Bankr. D. Md. 1999); In re Arrowhead Gardens, Inc., 32 B.R. 296 (Bankr. D. Mass. 1983). 
 
Both appraisers performed balance sheet analyses of debtors at May 31, 2000.  [*464] The following chart compares the asset and liability values 
contained in debtors' May 31, 2000, balance sheet and the experts' reports. n9 
 
- - - - - - - - - - - - - - Footnotes - - - - - - - - - - - - - - - 
n9 A11 values are expressed in thousands. 
- - - - - - - - - - - - End Footnotes- - - - - - - - - - - - - - 
 
 [**98]   

 May 31, 2000 Cleveland Greenspan 
 Balance Sheet Values Assigned Values Assigned Values 

Assets    
Cash $ 6,451 $ 6,451 $ 6,451
Accounts Receivable $ 136,530 $ 81,918 $ 119,131
Retained Interest $ 138,503 - $ 138,503
Inventories $ 363,382 $ 215,909 $ 363,382
Other Receivables $ 82,999 $ 26,790 $ 79,599
Prepaid Expenses $ 26,562 - $ 26,562
Net Assets Held for $ 13,782 $ 5,800 -
Sale     
Property and $ 285,515 $ 49,417 $ 179,220
Equipment     
Other Assets $ 159,586 $ 73,263 $ 99,192
Goodwill $ 141,400 - -
Total Assets $ 1,354,710 $ 459,548 $ 1,012,040
Liabilities    
Current Long-Term $ 681 $ 681 $ 681
Debt     
Accounts Payable $ 118,026 $ 118,026 $ 118,026
Accrued Expenses $ 131,090 $ 129,017 $ 131,090
Deferred Revenue $ 28,506 ($ 26,873) $ 28,506
Long-Term Debt $ 515,737 $ 515,737 $ 515,737
Deferred Income $ 42,258 - -
Taxes     



Other Liabilities $ 53,141  
Total Liabilities $ 836,298 $ 789,729 $ 794,040
Total Stockholders' $ 518,412 ($ 330,181) $ 218,000
Equity    
 
 
The experts did not adjust the value of cash and decreased to zero the value of goodwill, so the court will not address these [**99] assets. 
 
In valuing accounts receivable, Cleveland relied in part on figures from actual sales during the course of the bankruptcy to arrive at a going concern value 
of 60% of book value or $ 81,918,000.  The proper way to value debtors' assets is to determine how much they would have fetched from a willing buyer 
on the date of the alleged preferential transfer.  Because Cleveland has relied upon actual sales figures from after the date of the alleged preferential 
transfer, the court adopts Greenspan's value of accounts receivable, $ 119,131,000. 
 
In a manner similar to his treatment of accounts receivable, Cleveland relied upon the performance of the Master Trust after May 25, 2000, to value at 
zero debtors' retained interest in those accounts receivable.  Because Cleveland questionably relied on post-May 25 circumstances, the court adopts 
Greenspan's value of retained interest, $ 138,503,000. 
 
Again, with regard to valuing inventories Cleveland relied upon information [*465] gathered from post-May 25 transactions.  He began with the 
percentage of cost recovered at going out of business sales in the Chicago market and supplemented that information with an appraisal of cost recovery 
related to [**100] debtors' DIP credit facility.  These sources of information are rather like values achieved at distress sales, and the court therefore adopts 
Greenspan's value for the inventories asset category, $ 363,382,000. 
 
In his expert report, Cleveland lists a number of items in the other receivables category and decreases their values based upon his knowledge of collection 
costs and unfavorable sales conditions. In one instance, however, Cleveland decreased the book value of the Meyers/Tabakin receivable by 93.3% to 
reflect a price offered during the Heilig-Meyers bankruptcy.  Because of Cleveland's reliance on this post-May 25, 2000, information, the court adopts the 
book value of this receivable minus a 5% collection cost, or $ 1,415,000.  Greenspan did not address the items in the other receivables category, and 
Cleveland's values are adopted with the one exception above to arrive at an other receivables category value of $ 28,105,000. 
 
With regard to prepaid expenses, the court does not accept Cleveland's assertion that these assets should be valued at zero because they cannot be sold 
independently of all other assets to a willing buyer. The value of prepaid expenses may be realized when [**101] related assets are sold.  A purchaser of a 
debtor's plant and equipment may pay more for those assets because they have been insured for the remainder of a contract term. n10 Accordingly, the 
court adopts the value indicated on the debtors' balance sheet, $ 26,562,000. 
 
- - - - - - - - - - - - - - Footnotes - - - - - - - - - - - - - - - 
n10 There may be some synergies between assets, but the court does not adopt the lenders' position that it is necessary to use a market or transaction 
multiple analysis in order to account for all possible synergies. 
- - - - - - - - - - - - End Footnotes- - - - - - - - - - - - - - 
 
The court also adopts the balance sheet value of $ 13,782,000 for net assets held for sale. In his asset analysis, Cleveland again impermissibly decreased 
this value based upon actual sales figures from a date after May 25, 2000. 
 
Greenspan assigns a value to the property and equipment asset category that is an adjustment to the book value to reflect his market multiple valuation as 
it might be allocated to specific assets.  Included in this asset category is real property, which had a book value on May 31, 2000, of $ 142,521,000. 
Cleveland [**102] values real property at $ 60,000,000.  He relies to some extent on post-petition auction sales and also upon appraisals performed by 
DJM Trammell Crow Company.  There are other real property appraisals in the record that show higher values than the DJM appraisals.  It is difficult to 
accept Cleveland's substantial write down of real property book values when there are conflicting appraisals and due to the fact that these operational 
assets must be valued on a going concern basis.  Because of these factors, the court will increase his valuation of real property to $ 75,000,000.  
Otherwise, the court adopts Cleveland's property and equipment valuation, which will be increased from $ 49,417,999 to $ 64,417,000. 
 
Finally, Greenspan has assigned a value to the other assets category, which includes various notes receivable and the value of debtors' investment in a low 
income housing partnership, derived from debtors' liquidation assessments.  This type of valuation ignores debtors' operation as a going concern on May 
25, 2000, and uses information not available on that date.  The court therefore adopts Cleveland's value for other assets, $ 73,263,000. 
 
 [*466] One court has held that liabilities should [**103] be stated at their book amount. TWA, 134 F.3d at 196-97.  The court's holding accorded 
recognition to its earlier determination to treat the airline as a going concern.  The logic of this holding was that the court should not consider the market's 
devaluation of the debtor's publicly traded debts resulting from the creditors' post-petition fears that the debtor would cease operations and dishonor its 
obligations.  Id.  The court finds the holding of TWA relevant only to the extent that the court agrees it should ignore a decline in value of the debtors' 
liabilities in the hands of creditors resulting from creditors' post petition fears that debtors would not honor their debts.  This adversary proceeding centers 
on values existing on May 25, 2000, the date of the alleged preferential transfers when the future bankruptcy petition was unknown and could not 
influence the market.  To extent that the parties dispute the amount of debtors liabilities on May 25, 2000, the court must resolve the dispute, and 
following that aspect of TWA, supra, the court will do so without consideration of events occurring after May 25, 2000. 
 
In the instant adversary [**104] proceeding, the parties do not dispute the treatment of debtors' balance sheet item titled "Long-Term Debts," which is 
inclusive of debtors' publicly traded or privately negotiated debts, for insolvency analysis. Both parties' experts appraise debtors' balance sheet item long-
term debts at its book value of ($ 515,737,000), and the court adopts that amount.  Both parties' experts also appraise the current portion of debtors' long-
term debts at ($ 681,000) and appraise debtors' accounts payable at ($ 118,026,000).  The court adopts those two amounts. Both parties' experts assign a 
zero dollar amount to debtors' balance sheet item deferred income taxes because they do not believe it would result in an actual liability.  The court adopts 
a zero dollar amount for deferred income taxes. 
 
The experts' appraisal of accrued expenses differ by ($ 2,073,369).  Creditors' expert Greenspan adopted debtors' book value of accrued expenses.  
Debtors' expert Cleveland reduced accrued expenses by ($ 2,073,369) to eliminate a reserve for impaired assets which he believed was a non-cash 
accounting entry.  The court accepts Cleveland's determination that the reserve is an artificial liability that should be [**105] disregarded and uses 



Cleveland's appraisal of ($ 129,017,000) for accrued expenses. 
 
The experts' appraisal of deferred revenue vastly differ.  Greenspan appraises deferred revenue equal to debtors' balance sheet value of ($ 28,506,000).  
Cleveland appraises deferred revenue, which debtors' present as a liability on their balance sheet, to have a positive value of $ 26,873,000 for solvency 
analysis.  Cleveland justifies his valuation on the grounds that deferred revenue reflects the impact of a change in accounting policy to recognize revenue 
and expenses at the time of merchandise delivery and not merchandise sale.  Cleveland credits the unrecorded receivable for inventory sold but not yet 
delivered, net of the associated liability, to the recovery analysis.  Cleveland makes a corresponding adjustment to inventory to remove product sold but 
not yet delivered because he assumes that this product is unavailable for recovery in a solvency analysis.  Because the Court accepts Greenspan's value for 
inventory and accounts receivable, the Court must also accept Greenspan's value for deferred revenue because Greenspan did not adjust receivables or 
inventory to offset any elimination of deferred [**106] revenue. 
 
Finally, Cleveland alleges that there are four other liabilities that are off-balance [*467] sheet and total to $ 53,141,000. The first off-balance sheet 
liability is a "synthetic lease net deficiency claim" of $ 21,429,000.  To the court this liability appears to be the excess of debtors' future lease obligations 
with respect to certain properties over those same properties' market values.  The balance sheet test for insolvency looks for liabilities debtor has at May 
25, 2000, not for liabilities debtor will incur for future months' use of leased facilities.  The court assigns this item a zero dollar value.  A second item is a 
($ 7,800,000) tax liability Cleveland contends that debtors will trigger if they sell their low income housing partnerships they created to generate tax 
credits.  The sale triggers the tax liability, but debtors had not sold the property by May 25, 2000, and the court is not persuaded that the tax liability 
existed on the valuation date.  The other two items are likewise untenable, and regardless, the court's acceptance of Cleveland's appraisal on these four 
items would not change the conclusion of its balance sheet analysis. 
 
The following chart summarizes [**107] the court's calculation of total assets, total liabilities, and remaining shareholders' equity.  After subtracting total 
liabilities from total assets the result is $ 41,629,000 of positive shareholders' equity, which represents the court's finding that on a balance sheet analysis 
the debtors were solvent on May 25, 2000. It must be emphasized that the asset values and result are approximations. n11 
 
- - - - - - - - - - - - - - Footnotes - - - - - - - - - - - - - - - 
n11 All values are expressed in thousands. 
- - - - - - - - - - - - End Footnotes- - - - - - - - - - - - - - 

 Court Assigned Values 
Assets  
Cash $ 6,451
Accounts Receivable $ 119,131
Retained Interest $ 138,503
Inventories $ 363,382
Other Receivables $ 28,105
Prepaid Expenses $ 26,562
Net Assets Held for Sale $ 13,782
Property and Equipment $ 64,417
Other Assets $ 73,263
Goodwill -
Total Assets $ 833,596
Liabilities  
Current Long-Term Debt $ 681
Accounts Payable $ 118,026
Accrued Expenses $ 129,017
Deferred Revenue $ 28,506
Long-Term Debt $ 515,737
Deferred Income Taxes -
Other Liabilities -
Total Liabilities $ 791,967
Total Shareholders' Equity $ 41,629
 [**108]  
 
Other Factors Insolvency Analysis 
 
Given the difficulty for a precise reconciliation of the wide variation in the experts' appraisals, the court finds it prudent to consider other probative 
evidence in the record that has a bearing on whether debtors were solvent on May 25, 2000.  Without providing a precise dollar measure, this approach is 
essentially a totality of circumstances analysis, and it supports the balance sheet determination of debtors' insolvency. 
 
Bankruptcy courts and particularly the Fourth Circuit Court of Appeals have approved totality of circumstances tests to resolve disputes where a number 
of different factors are relevant to a particular finding.  For example, this type of analysis has been used to determine issues of fraud under § 523(a)(2), 
fraudulent transfers and "reasonably equivalent value" under § 548(a)(l)(B), and a debtor's good faith in filing a bankruptcy petition.  See In re Morris 
Communications NC, 914 F.2d 458 (4th Cir. 1990); Carolin Corp. v. Miller, 886 F.2d 693 (4th Cir. 1989); Universal Bank, N.A. v. Rich (In re Rich), 249 
B.R. 709 (Bankr. N.D. Tex. 2000), [**109] following AT&T  [*468]  Universal Card Services v. Alvi (In re Alvi), 191 B.R. 724 (Bankr. N.D. 111. 1996).  
Courts in this circuit also use a totality of the circumstances analysis when the United States Trustee or the bankruptcy court raise the specter of 
substantial abuse under § 707(b).  See Green v. Staples (In re Green), 934 F.2d 568, 572 (4th Cir. 1991); In re Vansickel, 309 B.R. 189, 195 (Bankr E.D. 



Va. 2004). 
 
At least one bankruptcy court has applied a similar kind of test in a preference setting by examining a debtor's overall financial health to assist in a 
solvency determination.  See Lawson v. Ford Motor Co. (In re Roblin Indus.), 127 B.R. 722, 724 (Bankr. W.D.N.Y. 1991), aff d 78 F.3d 30 (2d Cir. 
1996). The court recognized the usual fair valuation test of insolvency under § 101(32) but also considered other relevant factors such as the debtor's 
losses, negative net worth, working capital, cash availability and bank financing, adverse market conditions, and liquidity.  Roblin, 127 B.R. at 724, 726-
27.  Roblin was a steel manufacturer that had suffered losses while operating at substantially [**110] reduced capacities in an adverse market in the years 
preceding bankruptcy; debtor could not cover its fixed costs or debt, depended on bank borrowing for operating cash, and reported a negative net worth. 
Id. at 725-26.  The court noted that the debtor's financial plight lessened the likelihood that it could extend the maturity dates of bank debt or seek new 
sources of financing.  Id. at 727.  In affirming the bankruptcy court's finding that debtor had been insolvent, the court of appeals stated that book value, 
while "not ordinarily an accurate reflection of the market value of an asset," could "in some circumstances, [be] competent evidence from which 
inferences about a debtor's insolvency may be drawn." Roblin, 78 F.3d at 36 (citation omitted). 
 
A similar analysis of Heilig-Meyers will be useful. "Any appropriate means" may be used to prove insolvency, and the court "has broad discretion when 
considering evidence to support a finding of insolvency . . . . "  Matson v. Strickland (In re Strickland"), 230 B.R. 276, 282 (Bankr. E.D. Va. 1999); citing 
Roblin, 78 F.3d at 35, 38. In Strickland, Judge [**111] Shelley discussed Roblin and stated that a determination of insolvency should be based on 
appraisals or expert testimony "whenever it is possible."  230 B.R. at 278.  There was no expert evidence in Strickland; the court considered debtor's 
schedules, which suggested debtor was insolvent on the petition date.  The court found that this evidence of insolvency on the petition date was not 
sufficient to prove insolvency on the date of the transfer and ruled that the trustee had failed to prove the insolvency element of a preference.  n12 Id. at 
284. See also Miller & Rhoads, Inc. Secured Creditors' Trust v. Abbey (In re Miller & Rhoads, Inc.), 146 B.R. 950, 956 (Bankr. E.D. Va. 1992). 
 
- - - - - - - - - - - - - - Footnotes - - - - - - - - - - - - - - - 
n12 The trustee had the burden of proof in Strickland because the defendant was an insider, and the transfer took place outside the 90 day preference 
period. Thus the insolvency presumption of § 547(f) was inapplicable. 
- - - - - - - - - - - - End Footnotes- - - - - - - - - - - - - - 
 
In conjunction with the expert appraisers' evidence, the [**112] court will consider factors relative to Heilig-Meyers' operations and financial situation 
that are similar to the Roblin court's factors.  These will include debtors' history of profits or losses, reported negative or positive net worth, conditions of 
the market in which debtors competed, liquidity, bankruptcy schedules, and dividend history. 
  
DEBTORS' HISTORY OF INCOME OR LOSS 
 
Debtors history of income or loss is not a picture of strength, but neither does it [*469] show a company in desperation.  Debtors reported consolidated net 
losses of ($ 58,643,000), ($ 1,967,000), and ($ 55,143,000) for fiscal years 2000, 1999, and 1998 respectively, and consolidated net income of $ 
40,185,000 and $ 41,504,000 for fiscal years 1997 and 1996, totaling to losses of ($ 34,064,000) on total revenues of $ 10,446,214,000 and revenues from 
sales of $ 9,110,232,000 over the five-year period.  Defendants' Trial Exhibit 47, Fiscal Year 2000 Report to Shareholders & Associates, Selected 
Financial Data, page 13.  Debtors' picture is better if the one-time items, "Store Closing and Other Charges," ($ 25,530,000) in 1998 and "Loss on Sale of 
and Write-Down of Assets Held for Sale," ($ 63,052,000) in 2000 are [**113] backed out.  Id.  Backing out nonrecurring items leaves debtors with 
consolidated net income of $ 54,518,000 over the same five-year period and net income of $ 4,409,000 for fiscal year 2000. 
 
Debtors losses over the five year period are minor relative to its total revenues and revenues from sales, and debtors would have realized income over the 
five year period except for the two non recurring items.  The company continued to report income from continuing operations in years leading up to its 
bankruptcy.  For the twelve months ended May 1999 and May 2000, debtors reported consolidated earnings before taxes of ($ 4,871,000) and $ 
17,195,000 and earnings before taxes from continuing operations of $ 22,052,000 and $ 18,686,000 respectively.  Cleveland Report at 95.  In his appraisal 
study Cleveland argues that debtors overstated earnings from continuing operations by underestimating "at a minimum" $ 8,900,000 of selling, general 
and administrative expenses that would continue after divestitures of discontinued businesses.  Id. at 96.  But Cleveland's contentions do not persuade the 
court that debtors misreported their income from continuing operations.  Debtors did not restate their 10-K [**114] of February 29, 2000, or their 10-Q of 
May 31, 2000, and their independent audit firm did not withdraw its year 2000 opinion.  Greenspan Report at 25. 
  
REPORTED NEGATIVE OR POSITIVE NET WORTH 
 
Debtors reported the following consolidated stockholders' equity under financial accounting standards: n13 
 
- - - - - - - - - - - - - - Footnotes - - - - - - - - - - - - - - - 
n13 Defendants' Trial Exhibit 47, Fiscal Year 2000 Report to Shareholders & Associates, Selected Financial Date, page 13. 
- - - - - - - - - - - - End Footnotes- - - - - - - - - - - - - - 

Year Reported Stockholders' Equity 
2000 $ 534,748,000
1999 $ 605,102,000
1998 $ 609,154,000
1997 $ 642,621,000
1996 $ 518,983,000
 
 
 
The amount of stockholders' equity reported in debtors' Fiscal Year 2000 Report to Shareholders mirrors the stockholders' equity they report in their 10-
K's for the same years.  Defendants' Trial Exhibit 45.  They also report stockholders' equity of $ 518,412,000 in their 10-Q for the three months ended 
May 31, 2000, six days after the alleged preferential transfers.  Defendants' Trial Exhibit 49. 
 
Greenspan notes that debtors' report positive [**115] equity in their February 29, 2000, 10-K and May 31, 2000, 10-Q and that neither debtors nor their 



independent auditors have attempted to restate or disavow these statements. Greenspan Report at 24-25.  Form 10-Q reports an unaudited May 31, 2000, 
balance sheet, and Greenspan infers that debtors' management and the independent auditors must still believe that debtors were solvent at February 29, 
 [*470] 2000, and May 31, 2000.  Id. at 25.  The dates February 29, 2000, and May 31, 2000, are before and after the point in time that debtors now argue 
they were insolvent, but neither party argues that debtors were solvent on February 29, insolvent on May 25, and solvent again on May 31, and the court 
finds such a scenario improbable. 
 
Greenspan's analysis on this point, however, is not flawless.  The 10-K and 10-Q reflect financial accounting standards and not the fair valuation 
bankruptcy standard for assets imposed by § 101(32).  As explained previously, debtors were operating as a going concern on May 25, 2000. Therefore 
the proper measure of their assets for determination of solvency under the Bankruptcy Code is the assets' estimated aggregate fair market value assuming 
there is a willing buyer [**116] and the sale is competed within a reasonable time to pay the debtor's debts.  See Roblin, 78 F.3d at 35-36.  The proper 
measure is not based on financial accounting standards, which the 10-K and 10-Q reflect.  Greenspan incorrectly asserts that the absence of an 
amendment to the February 29, 2000, 10-K and May 31, 2000, 10-Q demonstrates debtors' or their independent auditing firm's belief that debtors were 
solvent at fair valuation on the date of the alleged preferential transfers.  Greenspan does not address the possibility that debtors were solvent under 
financial accounting standards and insolvent under the Bankruptcy Code. 
 
Greenspan even contradicts his conclusions regarding the absence of amendments to the February 29, 2000, and May 31, 2000, statements.  He conducts 
an "Individual Asset and Liability Analysis as of May 31, 2000."  Greenspan Report at 32.  Under his individual asset and liability analysis, Greenspan 
recognizes that debtors' balance sheet reflects financial accounting values, whereas his bankruptcy analysis requires a "mark to market" valuation 
commensurate with the Bankruptcy Code's requirements for valuing debtors's solvency under § 547(b)(3).  [**117]  
 
Although the values debtors present in their financial reports to shareholders and in their 10-K and 10-Q are not definitive evidence contrary to debtors' 
contention that they were insolvent, those values are "competent evidence from which inferences about a debtor's insolvency may be drawn." Roblin, 78 
F.3d at 36.  Debtors report assets of $ 1,457,685,000 and liabilities of $ 922,937,000 in their February 29, 2000, 10-K and assets of $ 1,354,710,000 and 
liabilities of $ 836,298,000 in their May 31, 2000, 10-Q.  Defendants' Trial Exhibits 45, 49.  Debtors do not present an insolvent company in these 
statements. 
  
CONDITIONS OF THE MARKET IN WHICH DEBTORS COMPETED 
 
In Roblin the debtor and the steel industry as a whole operated at about half capacity, a capacity level at near collapse and comparable to utilization rates 
during the Great Depression.  127 B.R. at 726. In their solvency analyses, Greenspan and Cleveland compared debtors to similar publicly traded home 
furnishings companies.  The experts selected four of the same companies: The Bombay Company, Inc., Ethan Allen, Inc., Haverty Furniture Company, 
Inc., and Pier 1 Imports, Inc. Greenspan also [**118]  selected LA-Z-BOY, Inc., and Value City Department Stores, Inc.  Cleveland also selected Jennifer 
Convertibles, Inc., Restoration Hardware, Inc., and Krause's Furniture, Inc.  The court examined the available 10-K's for these nine companies submitted 
during the years 2001 and 2002 for fiscal years ending during the year 2001.  The 10-K's contain income statements for the companies for the immediate 
year and prior years, and the court's examination was limited to [*471] years ending during 2001, 2000, 1999, 1998, and 1997. 
 
Of the experts' four overlapping companies, only The Bombay Company reported a loss during the five years examined, a loss equal to less than one-
percent of revenue for its year ending during 1997.  Value City Department Stores reported a loss exceeding four percent of its revenue for its year ending 
during 2001.  The companies that only Cleveland selected performed poorer than both the overlapping companies and the companies that only Greenspan 
selected.  Jennifer Convertibles reported a loss for its year ending during 1997.  Restoration Hardware reported losses for its years ending during 1999, 
2000, and 2001, but only its loss for its year ending during 2001 exceeded two-percent [**119] of revenue.  Krause's Furniture reported significant losses 
every year the court examined and entered chapter 11 bankruptcy in 2001. 
 
Of the nine companies used by the experts and whose 10-K's the court examined, Krause's Furniture suffered significant consistent losses.  Otherwise, 
only Jennifer Convertibles, Restoration Hardware, and Value City Department Stores reported losses that exceeded two percent of revenue, and each 
reported such losses only once.  In light of this summary, the retail furniture market cannot be described as a market in dire straits during the years 
immediately before and after debtors' alleged preferential transfers and bankruptcy filing.  See Roblin, 127 B.R. at 725. 
  
DEBTOR'S LIQUIDITY 
 
One of debtors' principal arguments to support their insolvency in May 2000 is that notwithstanding the restructuring of the bank debt they had 
insufficient sources of cash to meet cash payment obligations in the near future. A factor indicating insolvency in Roblin was the doubtful ability of 
debtor to liquidate its long-term and other debt. 127 B.R. at 727. However, the impact of poor liquidity is a matter of degree, and debtors' 
argument [**120] on this point must not overly influence the requisite solvency analysis. 
 
It cannot be doubted that the Heilig-Meyers debtors faced a cash crunch even on the date of the alleged preferential transfers.  In the near term there were 
the following obligations: a $ 20,000,000 deposit; seasonal inventory replenishment, and vendors who supplied debtors' inventory were reducing trade 
credit; $ 18,000,000 bond interest due in August; and contributions to the 1998-2 Master Trust of approximately $ 20,000,000 per month.  Cleveland 
Report at 67. 
 
On August 1, 2000, debtors publicly announced that they had hired Lazard Freres & Co. as a financial advisor, were considering "strategic alternatives" 
and had deferred the $ 18,000,000 bond interest payment.  As debtors contend, this public announcement set into motion a series of catastrophic events, 
including a severe downgrade of the debtors' bond rating and the termination of receivables securitization facilities that enabled debtors to liquify and 
finance newly generated customer receivables.  Of course, these consequences occurred more than two months after May 25, 2000. 
 
Defendants on the other hand submitted evidence that debtors had at May 31, 2000, available [**121] borrowings of $ 65,000,000 and cash balances 
exceeding $ 6,000,000.  These were available to debtors six days after the alleged preferential transfers.  Debtors also were receiving $ 80,000,000 
monthly cash payments from receivables securitization, and these payments did not cease until debtors made the August 1, 2000, public announcement.  
In fact, throughout year 2000 debtors had successfully extended every debt maturity. 
 
 [*472]  On balance, it is reasonable to believe that debtors' liquidity position did not radically deteriorate prior to their August 1, 2000, public 
announcement that received a catastrophic response from creditors and ratings agencies.  Accordingly, the evidence of debtors' liquidity crisis, while real, 
is not sufficient to prove they were insolvent in May 2000. 



  
DEBTORS' BANKRUPTCY SCHEDULES 
 
In Strickland, the court examined the bankruptcy schedules as a method of determining whether debtor was insolvent on the date of transfer.  230 B.R. at 
283; following In re Trans Air. Inc., 103 B.R. 322, 325 (Bankr. S.D. Fla. 1988).  Judge Shelley reasoned that if the schedules revealed debtor was 
insolvent on the petition date, he was likely insolvent [**122] on the transfer date if the debts were the same at that time.  230 B.R. at 284. See also In re 
Perry, 158 B.R. 694 (Bankr. N.D. Ohio 1993). 
 
Here, debtors' schedules A and B report total assets at book value on the filing date of $ 1,308,308,990 and liabilities of $ 884,986,672.  This information 
is similar to that in debtors' May 31, 2000, 10-Q. Adopting Judge Shelley's Strickland rationale, it is unlikely debtors were insolvent on May 25, 2000, 
only to become solvent when they filed their bankruptcy petition.  Rather, this evidence would indicate, if anything, debtors were solvent on both dates. 
  
DEBTORS' DIVIDEND HISTORY 
 
Virginia corporate law prohibits a corporation from paying a dividend while insolvent or if the dividend would cause insolvency. Code of Virginia § 13.1-
653(C) states:  
No distribution may be made if, after giving it effect: 
(1) The corporation would not be able to pay its debts as they became due in the usual course of business; or 
(2) The corporation's total assets would be less than the sum of its total liabilities . . . . 
 
 
Debtors' 10-Q for the three months ended May 31, 2000, reports that [**123] the board of directors declared a cash dividend of $ 0.02 per share on March 
22, 2000, payable on May 13, 2000.  These two dates were in the same quarter as the alleged preferential transfers.  It seems unlikely that debtors' board 
of directors believed debtors were making an illegal distribution on May 13, 2000, twelve days prior to the transfers.  Debtors' dividend history thus 
conveys an impression of solvency at a time close to the alleged preferential transfers. 
  
SUMMARY - THE OTHER FACTORS DEMONSTRATE SOLVENCY ON MAY 25, 2000 
 
Debtors' did not report significant losses for the five fiscal years 1996 through 2000, and a large part of their loss was from two nonrecurring items.  Their 
financial statements reported positive net worth for fiscal years 1996 through 2000, including net worth of $ 518,412,000 for the three months ending 
May 31, 2000.  The bankruptcy schedules of August 16, 2000, reflect positive net worth.  Although based on book values, the financial statements and 
schedules stand as some evidence of the debtors' solvency.  Market conditions for the retail furniture industry were not dismal in the years leading up to 
debtors' bankruptcy, and their peers were generally [**124] profitable.  Debtors were not without cash to meet operating and debt servicing needs at May 
25, 2000.  Their serious cash shortage occurred closer to the date of bankruptcy filing.  Finally, the dividend history evidences the directors' belief that 
debtors were solvent at a time close to the preferential transfer. 
 
 [*473]  The other factors analysis leads to the inevitable conclusion that debtors have been unable to carry their burden of proving insolvency by a 
preponderance of the evidence. 
  
RELEVANCE OF OTHER RELATED TESTIMONY 
 
A final issue, related to liquidity, and raised repeatedly at trial and in the parties' memoranda of law should be addressed: the relevance of trial testimony 
regarding the necessity for debtors to file bankruptcy.  The lenders assert that the following testimony offered on behalf of debtors by Heilig-Meyers 
managers is merely a parade of strawmen designed to distract attention from the fact that the bankruptcy filing was a blunder: n14 
 
- - - - - - - - - - - - - - Footnotes - - - - - - - - - - - - - - - 
n14 According to the lenders, the decision of debtors' management not to pay interest on August 1, 2000, was the blunder that made the bankruptcy filing 
unavoidable. 
- - - - - - - - - - - - End Footnotes- - - - - - - - - - - - - - 
 
 [**125]    
(1) debtors were literally out of money by May 2000; 
(2) on May 25, 2000, debtors faced insurmountable maturities on various credit facilities and other liquidity hurdles; 
(3) the accumulation under the 1998-2 certificate series was going to occur in August 2000 and would destroy debtors' remaining liquidity; and 
(4) debtors were suffering from hidden cash losses exceeding $ 120,000,000 over two years. 
 
The lenders, contending debtors were not in such dire straits, point out that as of May 31, 2000, debtors had over $ 150,000,000 in cash available through 
borrowings, bank accounts, and payments from the Master Trust.  Further, the Ninth Amendment to the Credit Agreement extended all of the 2000 
maturities, and debtors obtained concessions from the lenders to access $ 40,000,000 to use as working capital or to fund a spread account should debtors' 
credit rating be downgraded.  Debtors also had the contractual right to defer the accumulation under the 1998-2 series until January 2001.  Finally, 
Greenspan demonstrated at trial, and Cleveland agreed, that the cash flow history from which Cleveland concluded debtors had lost significant cash over 
two years was flawed in many [**126] respects. 
 
Debtors' position is that their managers' evidence demonstrates the decision to withhold the August 1 interest payment, which led to the bankruptcy filing, 
was not a blunder but a necessary response to a financial emergency.  They argue that their evidence of summer 2000 liquidity and maturity crises 
undermines the position of the lenders that the bankruptcy filing was a mistake and the product of bad financial advice. 
 
Although the managers' evidence has not swayed the ultimate solvency analysis, the court is not dismissive of their testimony.  It was credible and shed 
light on debtors' financial distress at the time of the restructuring.  The evidence has also been useful to the determination of whether debtors should have 
been valued on a deathbed basis or as a going concern. 
 
In any event, as suggested earlier the dispute over the relevance of this testimony is somewhat unavailing.  Although there is reason to afford weight to 
the testimony of debtors' witnesses that their actions were prudent and necessary, the relevant date for purposes of this preference action is not the date of 



the petition filings but rather the date of the creation of the subject liens and transfers,  [**127] May 25, 2000.  Undoubtedly, debtors were facing 
significant liquidity and maturity crises when they decided to file their petitions, but debtors' condition at that time is not the primary issue. 
 
 [*474]  Preferential Transfer Defenses 
 
Having found the transfers were not preferential, the court need not reach the issues of the lenders' new value and ordinary course of business defenses to 
the preference claims. 
 
Fraudulent Cash Transfers and Liens 
 
Debtors also seek to avoid the cash transfers and grants of liens to the lenders on May 25, 2000, as constructively fraudulent transfers under 11 U.S.C. § 
548(a)(l)(B).  This code section allows for avoidance of fraudulent transfers made while a debtor was insolvent or that resulted in a debtor becoming 
insolvent.  Because the court has found that debtors were solvent on May 25, 2000, they cannot prevail on their fraudulent transfer allegations either. 
 
A separate order will be entered. 
 
Signed: 12-21-04 
 
Douglas O. Tice Jr. 
 
CHIEF JUDGE 
 
UNITED STATES BANKRUPTCY COURT  
 




