IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re: Chapter 11
Peer Street, Inc., et al. Case No. 23-10815 (LSS)
Debtors. (Jointly Administered)
Dkt. 1647

MEMORANDUM REGARDING OBJECTION
TO CLLATM OF TIERON MACKINNON

Prepetition, Mr. Tieron Mackinnon borrowed money from Debtor PS Funding, Inc.
(“PS Funding”). Representing himself pro se,' he has been before the Court several times
with respect to claims he believes he has against PS Funding related to this loan.

Before the Court now is the Plan Administrator’s objection to Mr. Mackinnon’s
proof of claim, which seeks an order disallowing it in total. An evidentiary hearing was
held on July 17, 2026. Based on the evidence submitted and the argument of the parties, the
Court will sustain the objection.

Background

The factual background is well known to the parties and the Court.> Pre-bankruptcy,
on December 9, 2021, Mr. Mackinnon borrowed $148,200 from PS Funding (“Loan”)
which was documented by a promissory note, a deed of trust on Mr, Mackinnon’s house in
Baltimore, Maryland (“Property”) and related documents. Mr. Mackinnon defaulted on the

Loan. Pre-bankruptcy, on September 28, 2022, foreclosure proceedings on the Property

! The Court has previously observed on several occasions that Mr. Mackinnon has comported
himself at all times with the upmost respect for the Court and this proceeding.

2 Seee.g. Aug. 7, 2024 Hr'g Tr. 30:20-32:25 (Court ruling); Oct. 22, 2025 Hr'g Tr. 39:11-42:2 (Court
ruling).




were instituted in the Circuit Court for Baltimore City, Maryland. Mr. Mackinnon opposed
the foreclosure, including through a motion to dismiss, which was denied. Mr. Mackinnon
also opposed the ratification of the foreclosure, which the Maryland appellate court ratified.
Subsequently, the Property was sold. |

The Court previously entered an Order permitting Mr. Mackinnon to take whatever
actions he deemed appropriate in the Maryland state court system with respect to the
foreclosure proceeding.’ He was also given permission to take any against non-debtor Fay
Servicing, a former servicer of the Loan. But, as the Court previously ruled, this Court
cannot reverse or in any way undo the foreclosure on the Property.*
The Bankruptcy Filing and the Proof of Claim

PS Funding filed a voluntary bankruptcy proceeding on June 26, 2023. On May 17,
2024 an Order was entered confirming a chapter 11 plan (“Plan”) for PS Funding and
affiliated entities.” Under the Plan, Elizabeth LaPuma was appointed the Plan
Administrator and in that capacity she was charged with objecting to claims. The Plan
provides that the Plan Administrator “may . . . setoff against any Claim or Allowed Claim,
and the payments or other Distributions to be made pursuant to the Plan in respect of such
Claim, claims of any nature whatsoever that the Debtors may have against the Holder of

such Claim. . . .”¢

? Dkt. No. 1594.

4 See Aug. 7, 2024 Hr'g Tr. 30:20-32:25 (Court ruling); Oct 22, 2025 Hr'g Tr. 39:11-42:2 (Court
ruling).

* Findings of Fact, Conclusions of Law, and Order Approving and Confirming the Amended
Combined Disclosure Statement and Joint Chapter 11 Plan of the Debtors, Dkt. No. 1114,

¢ Plan, section 10.10.




As originally filed (by way of a collection of filings which the Court accepted as an
informal proof of claim’), Mr. Mackinnon sought $12 million in equitable relief, $2 million
in punitive damages and a $250,000 “fraud penalty.” The basis of the claims spanned
intentional infliction of emotional distress, fraud and various statutory and Constitutional
violations all springing from the Loan and the foreclosure action.

On August 12, 2025, the Plan Administrator filed her Objection.® Mr. Mackinnon
filed his Response®. After several status conferences, the Court ordered that the Plan
Administrator provide an accounting (“Accounting”) for the Loan.”” The Accounting was
provided on February 27, 2026.1

Prior to the hearing on the Objection, Mr. Mackinnon made several filings that
substantially narrowed his claims against PS Funding to: (i) a claim for § 31,599.47 for
funds placed in escrow at the closing on the Loan with respect to a water bill (“Water
Escrow Account™), (ii) several escrows and/or refunds for taxes totaling $2,812.07, (iii)
charges from Fay Servicing in the amount of $1,583.00 and $540.23, (iv) $6,663.85 in
fees/charges accrued by another servicer, FCI Lender Services, Inc. and (v) $859.19 for

miscellaneous fees, all as reflected in the Accounting provided by the Plan Administrator.'

7 Dkt. No. 1595,
8 Plan Administrator’s Objection to Claims of Tieron Mackinnon, Dkt. No. 1647.

? Supplemental Objection to Debtors’ Claim Objection and Motion for Judicial Findings of Fact,
Dkt. No. 1695,

0 QOct. 22, 2025 Hr'g Tr. 39:11-18.

I Plan Administrator’s Notice of Filing Under Seal the Accounting Relating to the Mortgage Loan
of Tieron Mackinnon, Dkt, Nos. 1782 (sealed}, 1783 (redacted).

12 Claimant’s Motion to Amend Claim as Secured and to Strike Plan Administrator’s Objection to
Claim No. 678, Dkt. No. 1844.




To these claims, Mr. Mackinnon added another $5,894.09 in refunded property taxes
credited back to his account for 2020 and 2021." The revised proof of claim that is now
subject to the Objection is a secured claim totaling $50,051.90."

Factnal Findings®

The Borrower Settlement Statement prepared by Flow Title & Escrow (“Flow Title”)
dated 12/9/2021 and presented at the closing of the Loan shows that the .oan was in the
amount of $148,200.% Of that amount, $96,718.46 was due to borrower and $51,481.54
was held back at closing to satisfy obligations related to the Property and/or the Loan."”

As relevant here, the Borrower Settlement Statement shows that $31,599.47 was
withheld from the proceeds of the Loan and placed into an escrow for an “Outstanding
Water Bill to Director of Finance.”'® The Borrower Setilement Statement also shows that
$3,485.80 was held for “2020/2021 Property Taxes to Director of Finance” and $3,211.92

was held for “2021/2022 Property Taxes to Director of Finance.”"” The Borrower

13 Claimant’s Supplemental Motion to Amend Secured Claim No. 678 Based on Newly Discovery
Evidence, Dkt. No. 1847,

4 Dkt. No. 1847 9 5. The Court asked Mr, Mackinnon if its reading of his filings was correct and
Mr. Mackinnon confirmed on the record that these were the only remaining claims. July 17, 2026
Hr'g Tr. 6:6-22.

15 In addition to the testimony of Mr, Eugene Molochan (who prepared the Plan Administrator’s
Accounting) and Mr. Mackinnon, the documents filed at Dkt. Nos. 1782, 1783 and 1848 were
admitted without objection. Additionally, Dkt. No. 1884-3 was admitted solely for purposes of
showing additional funds held in the tax escrow accounts.

16 Dkt. No. 1782, Ex. C.

7 Dkt. No. 1782, Ex. C.

18 Dkt. No. 1782, Ex. C.

¥ Dkt. No. 1782, Ex. C.




Settlement Statement also shows that $1,166.94 representing prepaid interest on the Loan
for the period of 12/9/2021 to 2/1/2022 was withheld at the closing,”

Mr. Molochan created the Plan Administrator’s Accounting by reviewing, among
other things, statements from the two loan servicers.”? The Loan was serviced by Fay
Servicing from December 2021 through July 8, 2022.* FCI Lender Services serviced the
Loan thereafter.”® As reflected in the loan servicer monthly statements, Mr. Mackinnon did
not make any regular monthly payments on the Loan.

The Property was subject to foreclosure proceedings in the State of Maryland. The
Report of Sale of the trustee in the foreclosure action shows that the trustee sold the
Property to PSF REQ, LLC for the sum of $100,000 on January 5, 2023.* Thereafter, PSF
REO LLC sold the Property to BEO Housing, LLC for $80,000 on October 11, 2024.* The
Accounting reflects “PS Funding recovered proceeds of $75,968.28” from the sale of the

Property.”

2 Dkt. No. 1782, Ex. C.

28 Dkt. No. 1782, Ex. G (Fay Servicing); Ex. J (FCI Lender Services).

2 Dkt. No. 1782, July 17, 2026 Hr'g Tr. 20:6-14.

2 Dkt. No. 1782, July 17, 2026 Hr'g Tr. 20:21-21:2.

2% Dkt. No. 1782, Ex. M; see also Ex. N.

% Dkt No. 1782, Ex. O.

% Dkt. No. 1782, Ex. A. There are two “Exhibit A”s in Docket No. 1782. The first Exhibit A is
Peer Street, Inc.’s Global Notes to Accounting of Loan Made to Tieron Mackinnon (“Giobal
Notes”). The second Exhibit A is Exhibit A to the Global Notes, which is the two-page spread
sheet, or the Accounting.

The Global Notes to the Accounting appear to be incorrect in certain respects. The Global Notes
state that PS Funding sold the Property to BEO Housing LLC for $80,000. But, the “Counter

Addendum” (Ex. Q) shows PSF REO LLC was the seller of the Property, which makes sense given
that PSF REO LI.C bought the Property at the foreclosure sale. Further, I do not see any
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The Water Escrow Account®

Mr. Mackinnon disputed the water bill. He reached out to Flow Title asking Flow
Title not to pay the water bill while it was in dispute. Flow Title obliged for a time to see if
the dispute could be resolved. Then, on April 12, 2022, Flow Title was sent a receipt
showing that Fay Servicing paid the water bill on March 16, 2022. On April 13, 2022, Mr.
Mackinnon sent an email to Flow Title demanding that these escrowed funds be sent to
him. Flow Title released the escrowed funds ($31,599.47) to Fay Servicing on April 18,
2022.
The Taxes and Miscellaneous Charges

Fay Servicing paid real estate taxes on the Property for 2020 in the amount of
$2,763.54 and for 2021 in the amount of $3,130,55.% The last statement supplied by FCI
Lender reflects accrued fees of $8,246.85, a suspense balance of (-1,224.16), past due
payments of $39,179.28 and an Amount Due of $48,417.86.%

The evidence on the various miscellaneous charges was hard to follow. But, it

appears that §8,246.85 is the sum of the FCI Lender fees of $6,663.85 and the Fay Servicing

calculation of the sum PS Funding received nor is there any explanation for why PS Funding did not
receive the full amount of the foreclosure proceeds ($100,000) rather than a net lesser amount after
the further sale by PSF REQ LLC. Ultimately, however, the amount credited to the Loan from the
sale of the Property does not make a difference in the resolution of Mr. Mckinnon’s claim as the
T.oan and accrued interest at the default interest rate of 16% was not near to being paid in full.

27 The facts in this paragraph are taken from Dkt. No. 1782, Ex. P.
28 Dkt. No. 1782, Exs. G (April 11, 2022 Statement), Q, R.

B Dkt. No. 1782, Ex. J (10/0/2023 Statement).




fee of $1,583. The $540 is a credit received from the payment of the water bill, which was
credited back to Mr. Mackinnon’s escrow account.™

FCI Lender terminated the escrow accounts associated with the Loan in the
September/October, 2022 timeframe.* At the end of the day, all amounts existing at any
point in time in an escrow account or the suspense account were used either to pay an
obligation accruing under the I.oan or applied to pay down the Loan other than $1,224.16
in the suspense account as of the petition date.
Discussion

A. The Parties’ Arguments

Mr. Mackinnon asserts that he has a secured claim against PS Funding for the Water
Escrow Account, the tax payment and the miscellaneous charges. He cites to decisions that
stand for the general proposition that under § 541(d) of the Bankruptcy Code, property in
which a debtor holds only legal title and not equitable title is property of the estate only to
the extent of the debtor’s equitable title. He argues that Fay Title, as the debtor’s agent, held
only bare legal title to any amounts in escrow and therefore the amounts .in the escrowed
funds are his. Mr. Mackinnon also cites a purported Maryland decision for the proposition
that refunded tax amounts are held for the benefit of borrowers.”® He asserts that any
refunds of taxes that went back into a tax escrow account are his property and needed to be

refunded to him.

¥ Dkt. No. 1782, Ex. G (June 10, 2022 Statement); July 17, 2026 Hr'g T1.23: 22-24:9,

3 Dkt. No. 1782, Exs. K, L.

2 The Court could not find Clark v. Bank of America, N.A. at the WL cite used in Mr. Mackinnon’s
submission. The Court did identify some cases by the same name that discuss different aspects of
Maryland’s law regarding mortgages.




The Plan Administrator attempted as best she could to respond to all of Mr.
Mackinnon’s arguments, which admittedly changed over time, even up to two days prior to
the July 17, 2026 hearing. She contends that all of the funds were properly accounted for as
per the Plan Administrator’'s Accounting. She further contends that none of the funds that
were in an escrow account belonged to Mr. Mackinnon as all such funds came from the
proceeds of the Loan as reflected in the Borrower Settlement Statement. More
fundamentally, the Plan Administrator asserts that Mr. Mackinnon is not owed anything
from PS Funding as PS Funding made the Loan to Mr. Mackinnon and Mr. Mackinnon is
not a creditor. Rather, she asserts that PS Funding has a claim against Mr. Mackinnon for
the deficiency on the Loan after the foreclosure and ultimate sale of the Property.

Analysis

A. Burden of Proof

The burden of proofis on a creditor to ultimately prove the amount of his claim.
The burden of coming forward with evidence may change during claims litigation. But, if
the objector submits evidence at least equal in strength to that submitted by the claimant in
his proof of claim, any presumption of validity is overcome and the claimant must prove his
claim by a preponderance of the evidence.” Here, the Court concludes that Mr.
Mackinnon’s multiple filings, which were previously accepted as an informal proof of claim,
serve as prima facie evidence of his claim’s validity and amount. The Court also concludes

that the Plan Administrator’s Objection and supporting documentation, including the

B See e.g. In re F-Squared Inv. Management, LLC, 546 B.R. 538, 542-544 (Bankr. D. Del. 2016) citing In
re Allegheny, Inc., 954 F2d 167 (3d Cir. 1992).




Accounting, are evidence equal in force to that presented by Mr. Mackinnon. Accordingly,
Mr. Mackinnon must prove up his claim.

B. M. Mackinnon has not proven that he has a claim against P.S. Funding

As an initial matter, the Court concludes that the funds held in the Water Escrow
Account were used for their intended purpose, that is to pay the water bill on the Property.
While there was evidence that Mr, Mackinnon disputed the bill, he did not present any
evidence that he was successful in his dispute or that Fay Servicing did not actually pay the
water bill as reflected in the evidence submitted. There is evidence that $540 of that
payment was refunded to Fay Servicing and put back into the L.oan escrow account. But,
Mzr. Mackinnon has no claim for the other $31,059.47.

The remaining claim of $18,992.43 is made up of servicer fees and taxes. The
records reflect that the 2020 and 2021 taxes were paid and that fees and charges accrued
monthly as reflected in the FCI Lender statements. While it is not clear exactly what each
miscellaneous charge is for, as shown below, ultimately that is not relevant.

Next, Mr. Mackinnon’s argument that any funds held in escrow are not property of
the estate except to the extent of the debtor’s equitable interest does not aid him. First, there
were no funds held in an escrow account as of the filing of the bankruptcy petition. The .
escrow account had been terminated and the last servicer statement reflects $0.00 in the
escrow account.® There was $1,223.16 in a suspense account as of the date of the filing of
the bankruptcy case. Mr. Mackinnon cites no caselaw regarding items in suspense accounts

Assuming for the sake of argument, however, that the $1,223.16 in the suspense

account should have been refunded to Mr. Mackinnon because it was not used to pay an

3 Dkt. No. 1782, Ex. J (FCI Lender Statement 9/12/2023).
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obligation for which it had been held, Mr. Mackinnon’s claim for this amount is subject to
the setoff that is permitted under the Plan. Indeed, Mr. Mackinnon assets his own right of
setoff against what he may owe on the Loan. Mr. Mackinnon writes:

Accordingly, the portion of the Claim representing the converted escrow funds

($34,411.54) must be treated as a secured claim, and the remaining portion, arising

from improperly assessed fees and advances, is likewise secured by Claimant’s right

of setoff against the mortgage obligation. ¥
Given the right of setoff asserted by Mr. Mackinnon and the Plan Administrator’s setoff
rights under the Plan, the Court concludes that any claim that Mr. Mackinnon may have is
more than offset by the unpaid mortgage obligation.

While the Court cannot find the exact amount of the Loan deficiency in the record, it
is at least $72,231.72 which is equal to the outstanding principal amount of the loan
($148,200) less the proceeds received after foreclosure ($75,968.28).% In other words, Mr.
Mackinnon still owes at least $75,968.28 to PS Funding on the L.oan. In these
circumstances, assuming Mr. Mackinnon is owed the entire $18,992.43 in miscellaneous
charges, PS Funding has a net claim against Mr. Mackinnon in excess of $50,000.%
Conclusion

The Court appreciates that the loss of a home is an significant, disconcerting event.

But, as previously stated, the Court cannot undo the foreclosure action nor revisit defenses

to that action, which took place prepetition and in the Maryland state court system. Having

35 (Claimant’s Motion to Amend Claim as Secured and to Strike Pan Administrator’s Objection to
Claim No. 678, Dkt. No. 1844 4 26.

3% This calculation does not include any amounts Mr. Mackinnon may owe for accrued interest and
other charges.

¥ (On numerous occasions the Plan Administrator has stated that she is waiving her ability to pursue
any deficiency claim P.S. Funding may ultimately have against Mr. Mackinnon. Having made that
representation, the Court will hold her to it.

10




reviewed the remainder of Mr. Mackinnon’s claim, for the foregoing reasons, the Plan

Administrator’s objection is well grounded. A separate order will enter.

Dated: September 14, 2026 LAl
“Laurie Selber Silverstein
United States Bankruptcy Judge

11




IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE '

lithic Chapter 11
Peer Street, Inc., ez al. Case No. 23-10815 (LSS)
Debtors. (Jointly Administered)
Dkt. 1647 & /682~

ORDER

For the reasons set forth in the accompanying Memorandum of even date, IT IS

HEREBY ORDERED:

Dated: September 14, 2026

. The Objection is sustained.

. Mr. Mackinnon’s claims against P.S. Funding are disallowed in their entirety.

. The Court retains jurisdiction with respect to the implementation and

interpretation of this Memorandum Order.

United States Bankruptcy Judge




