
UN ITED STATES BANKRUPTCY COURT 
FOR THE DI STRI CT OF NEBRASKA 

IN THE MATTER OF 

PATRI CK DOUGLAS CROUSE and 
JAROLYN KAY CROUSE , 

DEBTORS 

MEMORANDUM OPILION 

CASE NO. BK86-32 06 

Chapter 11 

Conf i rmati on hearing in th i s Chapter 11 case was ~e:d on 
September 10, 1987. Appearing on be ha l f of the debtor was Thomas 
Dane he y of All iance , Nebraska . Appear i ng on be half of Pr oduction 
Credit As s oc i a t ion o f the Mid lands and Federal Land Bank 
Associat ion of Omaha wa s J ohn Ba l l e w of Scot t sblu f, Ne braska . 

Sta t e ments of Fact 

De bt o r s fil ed t hei r Cha pter 11 pet i tion November 28, 1986, 
and i n Ja uary 1987 f i led the ir reorgani zation plan . De btors 
propose as part of t heir p l a n the tra nsfer of three rea l es t ate 
contrac ts w ere debtor is vendor, to Production Credit As s ociat i on 
of t he Mid lands ( PCA) and Fe deral Land Bank Associ tion of Oma ha 
(FLB) as part i al pa yment of t hei r debt owed t o those creditors. 
Creditors apparent ly are wi l ling to acce pt he contracts; however, 
c reditors o bject to the debt ors ' proposed method to e stablish 
the ir present value. The three rea l est ate cont racts , each with 
iffering terms, a re as f ol lows : 

1 . "Powel l " : outstanding balance of $373,850 wi t h a five­
year re ayrnent at 10%. FLB a nd PC Memorandum r i e f at 2 and 
Crou se Supplementa l Brief a t 2; 

2. "Nielsen": outstanding balance o f $46,200 with a seve n­
year repaymen t at 1 2. 75% . FLB and PCA Memorandum Brief at 2 and 
Cr ouse Supplementa l Brief at 3; 

3. "Essay ": out s t anding balance of $31 ,5 00 wi t a seven­
year repayment at 12.75%. FLB and PCA Memorandum Brief at 2 and 
Crouse Suppl ementa l Br i e f at 3 . 

Creditors argue that because t he cont racts wi 1 be pa i d o n a n 
i ns allment basis, a pre sent value c a c ulation i s r equi r ed. 
Creditors propose a disco n t rate higher t han the i nteres t rate 
specified in the t hree cont r acts. They argue that a high r ra t e 
i s neces sary to ref l ect the risks and costs involved i n their _ 
acceptance of the contracts . Debtors argue tha t the rat ionale of 
In r e Wichmann , Bankr. , No . BK87-52 1, Slip Op. ( Bankr . D. 
Neb., July 10, 198 7 ), i s app licab l e. Appl yi ng Wichmann t o the 
three real e state cont racts would resu l t in a discoun t rate l owe r 
than the interest rates establ ished in the real estate contracts 
as well as lower than creditors proposed r a tes. 
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Issues 

1. Wha t me t hodo ogy s ou l d be util iz ed t o asce r t ai t h 
va ue o f real estate contrac ts t ransferred by debtor t o cred i tor 
as part i al payme nt o f deb t owed creditor? 

2. When sho u l d the contracts be conside red transferred by 
deb tor to c red itor? 

Anal y s is 

In re Wichmann dea lt with a Chap t er 12 debto r an the 
a l uat i on of an a llowed secured cl a im whi ch the debtor propose d to 

pay over a thirty-yea r per iod. I n the ins tant case, deb to rs a r e 
no t t he c ontract obl igors, in contras t to Wi chmann v and each of 
the e 1 es t ate c o n t racts' payback periods i s less t han seven 
yea rs. Additionall y , i n both the "Powell" and "Nielsen'' contrac t s 
t e loan to value ratio provides an adequa t~ equi t y cu hion. In 
"Essay" t he r t io is larger. 

Therefore , t h i s Court finds t hat t he f ive-year payback period 
and t e equ i ty c ushion of t he "Powell " contract can suppor t a 
discoun t rate equal to the i nte r est r ate conta ined in that 
contract . Thi s Cour t a lso f inds t he negotia ted interest rat e in 
t he "Niel sen" and "Essay" con t r a cts accep t able as the discount 
r a t e fo r va l ua tion purposes. The payback period o f these two 
contracts i s l onger than "Powell " ; thus, an increa ed r i sk is 
presen t, justi fy ing a h i gher dis count ra t e . Because t he s e 
discount ra t es equal t he i nter s t r ates for each of the three 
contracts, t he t hre e contrac ts shou d be valued at th i r face 
value . The Wichmann methodology shall not be utilized · n 
s ituations s uch as the instant case where the discount r te 
c al c ulated a ccord i ng to Wichmann i s less than both debtor s ' and 
credi t or' s p roposed rates . 

Th e p romi s s or y notes should offse t debtor's debt o n December 
31 , 1986. The brief s a ppear t o be in agreement on this i s sue. 
See FLB a nd PCA Memorandum Br ie f at 7 and Crouse Brief at 8. 

--t<> 
DATED: October ~' 1 987. 

BY THE COURT: 

Copie .:o to: 

J ohn Ballew, Attorney, P . O. Box 99, Scottsbluf f , NE 6936 1 
Thomas A. Danehey, Attorney, P. O. Box 460, Al l iance, NE 6 9301 


