
Massachusetts School of Law 
December 18, 2015 

Bankruptcy 
Final Examination 

This final examination consists of three (3) essay questions, to be answered in the accompanying 
blue book(s). I suggest that you read each question carefully, circle or highlight each of the 
important issues that need to be discussed and discuss each issue as you progress through the fact 
pattern. Please do not repeat the facts unless you feel it is appropriate and necessary. Please 
write on only one side of each page in the blue book, in pen, as legibly as possible. 

1. Gene and his wife Loretta own a 2 family house in Littleton, MA, which they purchased 
in 2000:· Tn2010, theyrefinancedthemortgageandgrantedABCbartlca-newfirstmOrtgage-in
the sum of$245,000. At the closing, the attorney paid off the balance of the existing mortgage 
in the sum of$225,000 and after paying all closing costs and expenses gave Gene and his wife a 
check for $18,000. Two weeks later, they decided to do some home improvements and 
borrowed an additional $50,000, granting a second mortgage to "Mortgage Momma- Your 
Neighborhood Lender" to secure the payment of that $50,000 promissory note. The note calls 
for 14% annual interest rate, but (of course) the mortgage broker at Mortgage Momma promised 
that after 5 years of regular on-time payments, he would guarantee that they could refinance for a 
lower interest rate. It's now 5 years later and though Mortgage Momma is still in business, that 
broker is nowhere to be found. The Vice-President of Mortgage Momma denies that any such 
promises were made. And he adds that even if such a promise to refinance was actually made, 
the property would have to be worth enough such that Mortgage Momma would be over-secured. 

Well, the property value has gone through the floor and the house is now worth only $175,000. 

The first mortgage balance is $240,000 and Gene and Loretta are finally realizing that they need 
to find out what options they have. That 14% second mortgage is killing them, they have 
accumulated over $130,000 in credit card debt over the past 4 years and they have defaulted on 
most every financial obligation they have. They are current on the first mortgage but behind 5 
months on the second mortgage 

Gene owns a 2009 Mercedes E350 worth about $20,000 with a loan balance of$12,000. Loretta, 
(the more sensible one) owns a 2008 Subaru that she bought used- no loan. They have normal 
and ordinary household goods and personal items. The couple has two children together, ages 17 
and 14, both of whom are good students in public school. Their after school activities consist of 
private scuba lessons and amateur rollerblade competition (for her, the 14 year old), and hockey 
for him. On a monthly basis, these activities cost $400 and Gene wants that cost reduced. 
However, Loretta (the sensible one, remember) reminds Gene that their daughter won her last 
rollerblade competition and came home with a check for $10,000 just last month. And their son 
has been offered a hockey scholarship at Boston College, if he can maintain his B average. 

Gene owns his own landscaping business, which is doing ok. So far in 2015, his gross revenues 
have reached $275,000 and his personal income is close to $80,000. His payroll is up as are 
many of his other business expenses - otherwise he would have earned around the same as he 
did in 2014, around $120,000. But he is "growing the business" and feels that in another year or 



two, he will be able to take over $150,000 personal income. Loretta works as a dental hygienist 
and earns about $60,000 annually. Most of the credit card debt was accumulated over 4 years 
ago because Gene and Loretta spent well over their budgeted amounts for those home 
improvements. For the past 3 years, they have been paying $2,300 per month in credit card bills 
(at an average of 18%) and have hardly reduced the principal balance on any of the cards. Some 
of the credit cards balances were also created by Loretta when she "invested" $40,000 in a start
up business that went bust after 18 months. Her garage is half-full of Chinese teeth whitening 
gel. Seems that the FDA never approved the product for import into the US. 

Gene and Loretta need some good news ... got any for them? 

2. John and Mary are married and live in Methuen, MA in a single family home, with their 
four children, ages 21, 19, 7 and 5. Both older children work full time but contribute nothing to 
the household income because they are each paying for their own cars and supporting their 
extensive social lives. Each dates regularly and often hits either John or Mary up for some 
additional cash when they have little beer money left. The five year old just landed a job as a 
model with an advertising agency because she "smiles upon request", which is a fabulous 
attribute for the photographer. Little Betsy earns as much as $500.00 on a Saturday morning. 

John and Mary own their house as tenants by the entirety and the house currently has one 
mortgage with a principal balance of$88,000.00 and they have resisted every temptation to 
refinance over the past ten years, since they bought the home. They are current with the 
mortgage and all of the expenses relating to their house, including the taxes and insurance. At 
your request, (you spoke with them on the phone before the meeting) they obtained a Broker's 
Price Opinion which indicated that their beautiful home in an excellent section of Andover, even 
in this miserable real estate climate, has a current value of$400,000.00. 

Though John considers himself to be financially responsible, he borrowed money from his 
mother over the past two years and chose not to tell Mary. This past September, he used all of 
his $5000.00 bonus to repay his mother the entire balance of what he owed her. Part of the 
reason why he needed to borrow money from his mom was to pay his ex-girlfriend to help 
support his two children (ages 6 and 4) that he had with Danielle. Mary knows nothing about 
Danielle or the two little kids. Danielle, unbeknownst to John, recently obtained a court order 
requiring John to pay $500 per month support for each of the two little kids. He has not given 
Danielle any money since July 2012. 

At your meeting with John and Mary, Mary tearfully admits that she has suffered from a secret 
shopping addiction and her credit card balances are quickly approaching $90,000.00. Her most 
recent purchase last week was from Saks Fifth A venue where she bought a designer t-shirt with 
contrasting long sleeves in each ofthe five available colors; cost: $925.00 (!!). She has hidden 
these shirts from John. Two years ago, Discover Card sued her for $24,000.00 alleging that to be 
the balance on her Discover Card. She allowed the case to go to default (no response filed), 
Discover recovered judgment and recorded the execution (via the deputy sheriff) at the local 
Registry of Deeds, effectively placing a valid judicial lien on the property. The attorney for 
Discover has scheduled a hearing in court to determine Mary's ability to pay and has also 



threatened that he will instruct the sheriff to sell the house to collect on the judgment. Mary is 
now freaking out. 

Finally, John is currently unemployed, having worked for Merrill Lynch as a financial advisor
that is where he met Danielle. He has been receiving $2000.00 per month unemployment 
compensation since April2015, but those checks will run out at the end of March 2016. His 
prospects for re-employment in his profession appear bleak, for the moment. Mary is working at 
Walmart as a cashier and is quite happy. No pressure, nice people, regular paycheck. 

John and Mary have a meeting scheduled for later today and have emailed the above fact pattern 
to you in advance of that meeting. How will you handle the clients, what questions will you 
need to ask and how do you propose to ctea:te a strategy to assist John and Mary? . . 

3. Joan owns her small but beautiful one bedroom condo in Andover. She has one mortgage 
with a current balance of $150,000. The most recent valuation for the unit shows it to be worth 
$225,000. However, Joan is 6 months behind on the mortgage and the bank has begun and 
threatened foreclosure if she doesn't get caught up. She would love to get caught up but only has 
a stable social security income of $1400 a month since her medical condition prevents her from 
working. Her last full time or part time job was in late 2014. She has no other earned income, at 
this time and her prospects for future employment look bleak. 

Over the course of the last three years, Joan has accumulated credit card debts and unpaid 
medical bills totaling over $40,000 and these creditors are starting to hound her with phone calls 
and demand letters. This situation has exasperated her medical condition and she needs to stop 
the pressure. In fact, two of her creditors have sued her and have obtained real estate 
attachments against her condominium unit. They have recovered judgments against her for the 
full amounts of their claims, but they have done nothing further to enforce their remedies. When 
she last had her hair done at Joey's Hair Salon and Bowling Alley, her stylist suggested that she 
see you to find out how you can help. : 

Joan know that she cannot stay in the condominium, because she cannot continue to cover the 
combined mortgage payments, taxes, condominium fees and the necessary repairs and 
maintenance. She is blessed with a loving family and her daughter has invited her to settle in 
with her in Utah. Joan will celebrate her 83rd birthday in February. 

Joan is embarrassed and frustrated since for most of her life, she was a wonderfully successful 
journalist. She gets a small monthly pension from the newspaper for which she worked for over 
30 years. 

She has heard about bankruptcy as an option and wonders whether or not you could do "magic" 
for her. In a perfect world, she would like to sell the condo and move in with her daughter, but 
she can no longer deal with the pressures ofher financial situation. Your advice? 
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I 
Randy is a single mother who purcha~ed her three family house in Lawrence, MA in 

I 
1. 
2005, at the height of the real estate market. ~ince her purchase; she refinanced the hous-e and 
currently has two mortgages; the first mortgage has a principal balance of$329,000.00 and is 
currently four months in arrears at $2,900.00 per month (principal, interest, taxes and insurance). 
The bank has sent her a notice of default and has threatened to begin foreclosure proceedings if 

I 
she doesn't' get the mortgage caught up. ; 

Randy also has a second mortgage with a principal balance of approximately $78,000.00, which 
is currently eight months in arrears, but the bank has not communicated with Randy in quite 
some time. Randy is unable to catch up on either or both of the mortgages because her income is 
limited. 

Randy now works as an Administrative Assistant (just got the job two months ago) and earns 
approximately $40,000.00 per year. Before that, she worked as a part time bartender in her local 
pub and earned $15,000.00 per year, plus an additional $15,000.00 in tips which she did not 
report. She has two children living at home with her, both of whom attend the Lawrence public 
schools. She receives occasional court-ordered support money from the father of her two minor 
children, but those payments are irregular. The total amount of money that she has received in 
the past six months from support was $2,400.00. 

A broker just last week determined that the house is only worth $125,000.00, since it is in fair 
condition. However, Randy receives income from two tenants in the amounts of$900.00 and 
$1,000.00 respectively. These two tenants are stable and Randy feels that she can count on the 
rental income every month. The broker indicates that, based on current market conditions, she 
feels that the value of this three-family house, even in its present condition, will rise over the 
next few years. 

At your meeting with Randy she indicates that she has accumulated approximately $40,000.00 of 
general unsecured credit cards, overdue medical bills and some personal family loans. She is 
constantly being harassed by debt collectors on behalf of the credit card holders and she has been 
using some of the rent money to make the minimum monthly payments to the credit cards. 
However, she has become extremely frustrated because the credit card balances are not going 
down since the annual interest rates on the cards have now each reached 29.99% (the applicable 
default rate, per the credit card agreements). 



Randy wants to know what options bankruptcy may provide. She wants desperately to keep the 
house and feels that she can keep current if only she can reduce the amount on the mortgage. 

2) Harry owns a single family home in Peabody, MA, having purchased it from his brother in 
2006 for $375,000. His brother and his brother's (same sex) partner live with him. The 
agreement Harry made with his brother back in 2006 was that Harry's brother and his partner 
would pay a reduced rent to Harry and that Harry would refinance the house in his own name 
with a new mortgage that Harry could afford. This way, the house could stay in "the family" and 
everyone could live together as a cohesive group. 

In 2012, Harry negotiated a successful home loan mortgage modification and; as a result, is 
completely cun·ent and up to date on his reduced monthly mortgage obligation. The arrears that 
he owed in 2012 were added to the mortgage principal, the bank brought him completely up to 
date and reduced his interest rate on a going forward basis. He feels that he can stay current, but 
it is getting a bit tougher these days, since he just recently lost a part-time weekend job, which he 
held in addition to his full-time job. 

For the last 8 months, Harry has been driving a company vehicle, but he has just been infonned 
by his boss that, as of the New Year, he will need to find his own wheels. He has located a good 
used car and has been offered a car loan at 18% annual interest rate (Harry's credit history has 
been less than stellar, and he is lucky he can get this loan). 

Harry's personal property assets are pretty normal: normal and ordinary clothing, household 
goods, etc. The house has a current fair market value of approximately $325,000 and the 
mortgage balance is currently $300,000, but the payments are current. Harry owes a student loan 
totaling $41,500, various credit cards totaling $60,000, and the current balance on his 401K loan 
with his employer is $1 0,500. He has a payroll deduction of $210 every pay period (every two 
weeks) to pay down the 401K loan. He no longer makes new contributions to his 401K plan. 

Harry's income, year to date, is $58,000. While he is in your office, you have just checked to see 
what the current median income is for a household of one, and he is just over that level. 
However, is he really a household of one? 

Discuss with Harry what options may be available to him and carefully explain to Harry how 
those options would work. What questions do you need to ask Harry- what additional 
information do you ·need from Harry? You want to be sure that Harry can make an intelligent 
decision about what to do to try to resolve his financial problems. 

3. Dennis and Donna own a condominium in Boston. It is large and sumptuous, but well beyond 
what they need now that they are "empty nesters." Two years ago they hired Sammy, a 
bankruptcy lawyer, to help them cure the arrears on the mortgage because they thought at the 
time that they wanted to keep the condo. Donna also told Sammy that she owned an interest in 
another house with her 5 siblings, but the attorney failed to list anything in the schedules. The 
attorney missed deadlines for filing various papers and then filed motions to file documents late. 



In each instance, the Court permitted the late filings and the motions~ but Dennis and Donna are 
now convinced that their attorney does not have their best interests at heart. 

Their Chapter 13 case is about to be dismissed because Sammy, yet again, did not comply with a 
Court Order to file some documents. Dennis and Donna call you to see if you can help. They 
got your card from another attorney who saw you in Court and was impressed with your efforts. 

What would you discuss with your new clients? How would you try to resolve the matters at 
hand? What would you need to file? What information would you need? What questions would 
you ask Dennis and Donna? How would you deal with Sammy? Should they stay in the Chapter 
13 case? What would their options be? 
















































































































