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This matter came on fo r hearing on August 2 1 , 1 98 6 , o n the 
trustee' s c omplaint for turnov er of funds from t he d e fenda nt, t he 
funds be ing ca p ital credits in the Northea s t Nebraska Telephone 
Company . Appearing fo r t h e trustee wa s Clay Roge r s o f Oma h a, 
Nebraska . Appea r i ng f or the de f e ndant wa s Robe rt Scovill e of 
South Sioux Ci ty , Ne bras ka. 

At the status h aring, t he parties agreed to s ubm i t the 
matter on st i pula t ed f act s and b riefs. The stipu l ated facts are 
as f o llows : t h e debtors , Robert w. Ladehof f and Darl een A. 
Ladehoff , we re patrons of t he d efendant , No rtheast Ne b ras ka 
Telep hone Compa ny (the "Company"}. The debtors fil e d f o r rel i e f 
under Chapt er 7 , Titl e 11 u.s . c . , o n or a bout October 1 5 , 1985 . 
The plaint iff , Merle Nicola, is the du l y appo inted and acti ng 
t r us tee of debtors' es tate . The de b tors we r e hol d e r s of c apita l 
credi t s i n t h e Company in the amou nt o f $7,358. 8 4 a s of Decemb~r 
16, 1 986 . It h a s ben t he policy o f t he Board of Di rector s o f the 
Company to pay o ut c apita l cre d i t s u pon the d eath of a pat r o n or 
upon the bankruptcy ( o r "de a th " ) of a c o rporation wh e n it h a s be e n 
shown that the p a you t wil l cau se no f inanci a l impairme n t of the 
Company. 
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The t rus e h as fi l ed a ac lOn for t urnover o f t he capi tal 
cradits h eld by the Company , clai mi ng t h a t the debtors' bankruptcy 
is ac uall y a bu siness ban ruptcy. Trustee c laim t ha t there has 
be en a d~jure ea th o f t he debtors' b u sine ss whi ch ent it l ed t h e 
:abtors t o a payout o f t he ir capita l credi t s . The Co p a ny ha s 
refused to pay the capita l c r edi t s, cla iming t hat the e btors are 
i d i vidual pat r ons wh o are not ent i t led to a p ayo ut bee us e there 
' .as bee n neithe r the d eath o f a n i d i v i du a l nor t he ba kru p t cy o f 
a corporation . The Company a l s o cla ims t h a t t here has been n o 
s~o i g tha t a payou t would not cre ate a f i n a cia l i mpairment o f 
t~e Company. 

Bot h parties agree that In re Great P l ai n s Roy lt y 
c::.roora t ion, 4 71 F . 2d 1261 ( 8 t 1..... ir . 1 97 3) con t ro l s t h i s c ase. 
~av i ng r e v iewed the ile and tha t c a se, t hi s Court f inds tha t t e 
~rus tee o f t he debto rs ' esta t e i ~ n o t enti tled to a payout of t he 
::apita l credits . Th e Eighth Circui t fou n d that the reti_~~~n t of 
C"'pi t al credit s on the "death o f any p atron " h ad to be c o n"':....LteC1 

to apply to t h e cl a ims o f a t rus t ee o f a b ankrupt c o rpora t i c .. 
~owever, t he Court a l so held t h t an i nd i vidual b nkrupt c on ti n ued 
to live and cou l d c ontinue hi s patro n age and, therefore, would not 
b e qu li f i ed f or an a cel e r t i on o f hi s c p ital b enefits . In r e 
-~eat Pla in s Roya lty Corpor at i on , 47 1 F.2d 1 26 1; 1 265 ( 197 3 ). 
There is no corporate bankruptcy in the ins tan t c a se . Granted, 
t~e ebtors ' bu s i ne sses were liq1.: i r,:t ted i n the i r hapte r 7 ---..... 
bankrupt c y, but t hey f i l ed as indlviduals, a nd neit er business 
~c s 2 c rporation. The i r individua l a s well as t he i r busi ess 
pr perty was liqu i da t ed. The debtors as i ndividual s, albeit 
engaged i n a busi e ss , c ont r acted t o beco me members of the 
~ mpan ·. There ha s bee neith e r t he death of a n ind ividual here 
nor t he "death" o f a corpo r ation, s o n o capi tal c r edi t payout i s 
~eq ire d o f t he Co mpa ny. Pursuant to 11 U.S.C. § 5 4 1 , the capita l 
~ redi t s a re part o f the b a n kruptcy e sta t e. However, t he trustee 
is not en t i tled to a payout be cau s e o f the ter ms o f the agreemen t 
between t he Company and t he debtor s . The tru s t ee d o e s h v e a 
\·ested inte res t in the cap i t a l cred i ts , wh i ch i nterest he may 
sell , ho l d un t i l i t rna u re s or a bandon . 

The t rustee has a lso r a i sed the i s sue o f the exi s t ence o f t he 
corpor a tio n ( the Compa ny ) i tse l f . That issue is one f o r a State 
C urt to de termine and this Co ur t d e c l ines t o i ssu e a dec i si0n o n 
it . T is case should be and he r e by is dismissed. 

DATED: August 7, 1 987 . 

BY THJ;: COURT: 

~opi s o : 
Clay M. Roge r s, At t o r ney, 1 0 6 5 No r t h i1 5th S treet, #100 , Omaha, NE 
68 15 4 
Ro ber t Scovi ll e , At t orney, P. O. Box 637 , Sou t h Siou x Ci ty, NE 
63 776 


