
L TilE t-tATTER OF 

UNI TED STATES BANKRUPTCY COURT 
FOR THE DISTRICT OF NEBRASKA 

Mc MARTIN INDUSTRIES , INC., CASE NO. BKSS -1 190 

DEBTOR 

MEMORANDUM OP I NION AND ORDER 
RE MOTION FOR RELI EF FROM AUTOMATIC STAY 

F ILED BY CONGR ESS FINANC IAL CORPORAT I ON, IN C. 

Th i s motion f or r elief from stay filed by Congress Fi nanc i a l 
Corporat ion, I nc ., was heard on No vember 5 and 6 , 1985 . Appear ' ng 
o n beha l f o f t he mo ving par ty we re Richard Anderl a nd Rand al l 
Wr igh t of Dixon, Di x n a n d Min han, P .C., Omaha , Ne b raska . 
Appear i ng on beha lf o f the debtor a nd d eb to r - in-possession 1as 
Pa u l Festersen o f t h e l aw f i rr.t of Pa u l F. Festersen, P .C., Omaha, 
Nebraska. 

Decision 

The mo tio n for r lief i s granted pursuant to §362(d)( 1) f or 
cause . 

Fi ndings of Fact 

1. McMartin Indust ries , I nc., is a manufacturer of 
elec tronic products i ncluding sa t e ll ite broadcasting equipment, 
radi o rece iving equ ipment, AM a nd FM transm i tters, consoles, 
monitors and p u b l i c addre s s amplif ier s , among other t h ings. 

2. On May 24, 1 98 5 , an involunta ry petition under Chapter 7 
wa s f iled agai n st McMartin I nd us tr i es , I n c. , and on September 13, 
1985 , McMa r ti n Indus tries, Inc ., fi led a vo untary petition u nder 
Ch pter 11 of t he Bankruptci Code . 

J. Aft e r the fi ling of t he i nvoluntary pe ti t i on, but be fo r e 
th e filin g o f the volunta ry pe tit ion, a cred i t o r, Congress 
F i na n c i a l Co rporati o n , Inc. , ( Con g r ss ), fi l ed a number of 
pl e a ding s and mo ~ ions, inc lud i ng a motion f or the r e l ie f from the 
a utomatic stu y, allegi n g tha t th e stay should be li f t ed b e cause 
;.i c 1.:1rtin Irtd u "' tri c:~:; , I n c ., ( ~1 c ~1artin ) , had used cash c l l at c r a l of 
Con<Jrrss , boll 1 before :u1d aft _r ~la y 2 4, 1985, v; ithout p 'ri!li. ss i on 
o f Co rt ') r c~;s , II, s r' curcd r e clitor . Conoros s a r fj u cs t ha t s u c h use 
· . .; ; 1 :5 i 11 : i l',_'ct- v i oL L ion of t h e s r ~c ut· i. ty .:tg r cnt~ nt s . .Hll..l rc ] i C' f 
c.; tJ UUL! be <J I.' cltlt:L' d fo r Cdli:JC.. tl 'Jr LIHJ \·lc1S h e ld and 1.- ~1 ic f \/ Cl~; 
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granted for c a use. McMa r ti n the n fil ed a mo tio n for 
rec o n s iderati o n claiming that the f i li n g o f an invo lunt a ry 
petiti-on doe s not automa tical ly invo ice the ca sh c o l later l u s e 
prohibiti ons of th e Bankruptcy Co de a nd tha t r1cMart i n vJa s 
permitted , until an order for r e lief was e n t e red , to conti n u e 
"busine s s as u sual". t-l c f\1a rtin f urth er argued t ha t s i nce it wa s 
pe rmitted unde r th e Code to _.continue bus i ness as us ua l, it shoul d 
: ·ot be punishe d for doing so by the granti ng of relief from the 
automatic stay for cause. 

The Court g r a nted the motion for reconside ra ti o n a n d se t the 
mo tion for relief for an evid_ntiary h eari n g o n Novembe r 5 and 6, 
1985 . 

4. Co ngres s h s a valid a nd en forcea bl e perfecte d s ecuri t y 
i n terest in th e e quipmen t, inve nto ry a nd a ccoun t s re c eiva h l e o f 
r-1 cr-1 r tin . 

5. i\ t th e ti me of the fi na l re lief he ar i ng on No vemb er 5 
a nd 6, 198 5, fvl c l>lartin O'.ved Cong r e ss approx imate l y $ 5 66, 0 0 0. 

6. The value of the col la t e ral secur ing t he debt is 
$6 ,16 , 00 0 . Thi s v a lue i s ch:::!t...!r lll ined by accept ing the v a luat ion 
p l uce d u po n the e q uipment by t he a!:)pra iser f or 1'-ic la rtin and 
r-lcr1a r t in ' s evi de nc e of t h e v a lue of accou n t s r ecei v a bl e , fi nis h ed 
g o ods, a n d the Co u r t ' s es timat e o f vw rk i n p r ocess. 

Altho ug h th e t e stimo n y of the a p praiser was s omewhat 
con f us · rl , he did a dm it t h at the liq u ida t i on v a l u e o f t he 
'qu i pmen t ·...;as $644,000 assu m · ng a n o rde r l y l iquida t .on and 4 0 t o 
50 % of t h a t a mou n t ass uming a fo r c e d li quid ation. Th is Court 
a c cepts SO % of $644 , 000 a s the forced li q u i dat ion value of the 
e quipment or $322,00 0 . The mo v ing party also p rese nt e d ev idence 
of va lue o f the eq u ip:nen t. Ilowe v er , the mo v ing party fail ed to 
present the person \-Jllo rJe rfonne d the a p praisal and , ulthou gh t h e 
r1o vant •s \vitness te s tifi ed tha t the e q uipment wa s worth $ 11 0 , 000 
t o $ 12 5 ,0 00 , the e v ide n ce pres e nt ed b y Mcr1ar t in is more 
con v i n cirg . 

1\ccou nts r e c e i va bl e a r e val u ed a t ~40 , 000 , t he a p p rox i mate 
a mo u nt t h e d e btor b e li e ves can be co ll ec t e d a s s hown by its o f fer 
0 f r!d .:quat e protect i o n. 

f'i ni sl t. d g oods arc va lued a t $1 5 9 , 000 whic h is th e vu l ue of 
t ho ··, goods i [ sold i. n the ordi nary c o urse of busine ss . 

I : 0 r ) : i 11 jl I" () c -.' s s (\ s 0 E 0 c r 0 b c.:' r 3 1 , l 9 8 5 , i s v Cl l u l'? c1 d t 
SI2 5 ,U 1JO . i·c . l .. y \ l c .·i .:tr-ti n, f), -,,""·dc; nt ;Jnd c h ie f s tockho l d c~r o [ 
~II•,' , -, ,t- ~' ·,'Ll .Ll1 ll 1 ~ t~ S LI'J. c• d C\JII L> ' l - l lll l {.j !·;:~ltl~) j 8 11hi c ll ·/(.1 :; l.l 

: " • ' .:.> : L 'J l t -t! l <..' ll ., ( ·. ·I L' ~ 1 : Ill [ > 1 - uC r ";~; l llV l 'l I U L- y . lir ' a l.ti'lll! l."( 'r l t <l 

· : t >t ,ti l1 :1 1t- t i l ( ' \ '. Jl u · (1 ( t ltr ' .... , ,, - ~ ·. i 11 >rocr· .; :; <tt" Cr)~;t- , i.t w l ud inq 
I II <...' • ' :: : _. , ~ I i t u I ' ' r d ' I r{ ,j i t i (\ I I. I I I l ' ' I d Ill l r (I \-I I ll d t· (' )" i d .I ~ ; , 'd ' I ~ ; 

i' · ,7~' , ·.-rJ i 1 ~> • .'•' \'r·t, • ' \'1 • 1• '1 1•" •' t ill • ll ti :r ll il t llr• i tP. !l 'ill<l \ ·.' J:- l l1 1t· Ill · ' 
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inve ntory records v1e r e i ncompl e t e a nd tha t t h e " wo rl· in process " ....J 
wo u l d ha ve very lit tle value unl e ss a ddi tiona l raw mater i a ls a nd 
labor wer e ex pe nde d to complete t he p roduct. t·1r . t>1cNa r tin 
specu la t e d that af ter adding t hou s and s o f dolla rs in labo r costs 
and r aw mat e rial cost s pl us a dd ing in an o ve rhead f a ctor , the 
"cos t " of the wor<. in proce s s wo uld be app r ox i a tely $ 673 , 0 00. 
Th e s e num be rs a r e simp l y not acce pted by t hi s Court. Al l of t her~ 
are speculati v a d are ba sed upo n umbe rs that have no underlying 
ba sis. The r ecords are i ncomplete. After a dd i ng i n i maginary r aw 
ma terial a nd l a bor c o sts and deduct ing work orde rs c ompleted 
betwe en J anuary 1 , 1985 , and Octobe r 31 , 1 98 5, Mr . McMa r ti n 
est imat e s tha t t he valu of the work i n p roc es s as of Oct o be r 31 , 
198 5 , is approxillla t ely $400,000. Si nce no evidence was p r e s en ted 
t o s how how dd itio na l l abor o r m t erial s ar e t o be purcha s e or 
paid for , t h i s Co urt a ccep ts the f a ct onl y t ha t th e re i some 
v lue t o t he wo r k i n process because the Cou r t acce p t s f or t h 
pur pos e o f t hi s hea ri ng th e t heory that t he b u i n ss i s c a pa l e of 
reorg an i za ti on a nd will be r eorganized . Therefore, i t wil l 
cont i nue in busines s and t he work i n process does ha ve va lu e . 
fl oHever, this Co u r t ~·l i 1 1 take o n l y a pe r ce n tag o f t he 12s t i m at e 
9 r e e n ted by f·lr . fvl c i lar tin a nd Hi 1 1 va lue t he Hor k in pro c es s a t 
$ 12 5, 000. 

Add ing t he va lu~ of t he eq ui pmen t , a c count s r e c eivable , 
fin ished goods and wo rk in p r oce ss, the Co urt f i nd s that t he valu e 
of th e c 1 1 t e r al is $6 4 6,000 . 

7. Between r>1 a y 2 4 , 198 5 , a nd Se pt mber 1 3, 1 98 5, ill c r!Jarti n 
had t ltous.:1nds of do llar s i n sa l es, i.1c l ud i ng $ 21, 0 00 i n J u ne, 
$65,0 0 0 in Jul y ,- $ 65,000 in Augus t , a nd a t ota l o f $87, 0 00 i n 
Sep t e mber, some of whic h c ame p r i o r to Se ptember 1 3, 1985. Some 
o f th e i n vento r y on ha nd on May 2 4 , 19 8 5 , was us ed to gen ra te 
t he s e sales. There fore, the pro ceeds o f th e sal es , at l e st to 
some xten t, are ca sh collateral a nd shou l ha ve been a c cou nted 
for b r-1 c ~1a rt in t o the secu r e d creditor. I n add ition, l"lr . Ha y 
McMart in cl aim s th a t $2 0,00 0 to $ 40,000 in a ccou n ts r ece iva bl e 
we r e col lecte d from Me x i co i n June and J ul y o f 19 85 a nd r a w 
mate r ial s were pu rchas e d with those fund s . If such mo ni es 
actu a l l y di d come fr om custome r s in Mex i c o , su ch f u nds were 
re cei vables and were covered by the sec uri ty interest of Cong re ss. 

8. Pri o r to Ma y 24, 1985, McMa rt in se t up a sepa r te 
check ing a ccou r t in th e nam e of Corn muni- Qu ik , Inc., a t a b n k 
'-'' h i c h w a s no t t l r. norm.) l d c p o s i tory o f t he co rp o r a t i o n . P r i o r o 
1'1tl y 2 ·1 , 1 9 8 S , 1'lr3\:trtin p l acc cJ collect ed recc iva bl t~ s in t he a cco nt 
Li n d r] i. cJ n o t in for lil Con r ess o f the cx i st 0 nce o f t h e iJCCOUnt (llld 
(1id r1 o L u. cc o u t t f , r tho u~ce ivetb l s . . f t e r l'-1it 'J ' 2 4 , 1 9<:3 5 , r•J ·fl .:H·ti.n 
con Li r n~<·J t u p L t \.' •2 co ll .=. ct c J r · i vilb l<..> ~; in t!1 c .:~cco un t iJ itd di d 
!J CJt i! tf rlJ -11! C O! l•J l •' S ~_i ( f t lt c (_':<LSt 'l l< 't.' or t·lJL' ; , l. ,-.tl l ll lt <ti l l did !I ( _I L 

1•.-1·,· •.!'." ·'r :1r1 y nf L ilc fu tt <..l ~ :; L C'u t l\J r ··~;~; . 
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On Sep tern b r 13 , 1 9 85 , Mcf'1u r t in fil ed i t s p e t ition f o r n:l ie f 
un e r Chc::lptc r 1 1 a nd f i l ed its s c hed u l e . It id n o t li s t th e 
a ccount on the sch e d ul Gs a n di d n o t inform Congress of t1 ·1 e 
ex i s tence of the a c cou nt until Con gress d iscovere d tl e accou t in 
Oc tobe r o f 1 85. As o f the d ate of the hear i n g on t is matt e r, 
Mc~ a rtin h a d not a mended its sche d u le s t o refl ec t t h e exi sten ce of 
the account or the b a lance in the ~cc unt on Septemb e r 1 3 , 1 985 . 

9 . McMar t in naturally resist s t he motion o f Congre s s and 
claims t hat Congress i s adequatel y p r otec ted . McMartin a l leges 
that .cash col l a t era l has , since September 1 3, 19 8 5, b een p l ace d in 
a s epara te collatera l account and a n accounting has been provi ded 
to Cong re ss. I n addition, Cong re ss h a s p u rchased a t a sa l e held 
by a t r u stee u n d e r a De e d of Trust t h e manu fac turi n g f ac ility 1d, 
based upon t he d i ff e r e nce be t we n t he fi r st lien an th pr i c e 
pa. id b y Congress, Cong r es s h a s b ee n bene f i t ed by approx i 11ately 
$189,000. I n o t her 1w rds , t h e d eb t to Congress h s been r e uc e d 
by appro x i ma tely $18 9,00 0 s i n c e Se p tembe r 1 3, 19 5. 

Mc Mart in o ff ers a s a dit i o na l adequate p r otect ion, t h e 
followi n g : 

A. An i mmed i at e pa yment o f t he spec i a l c a s h c ol l a.teral 
c::l c co u n t .l t 1e a r. oun t of $ 1 , 5 4 . 

B. ''ICi'·l rt i n and Cong r ess sho11 l d Hr it e a joint c o l lec tion 
l ette r t o a ccou n t s rece ivabl e a nd McMa rtin est i ma t s t a t $ 40, 0 00 
t o $ 50 ,0 0 0 wi ll b e c o llected . 

C . nc. · rt · n c l a ·.m to ha ve pe nd ing or poss ib le l it i g tion by 
<. h ich i·1c I rti n rnc:1y o b tc1 in r e cove ry from thi r d parti e s . n f'l a rt in 
o ffe red t o p er1nit Co ngres s to pursue s uch li t i gati o n c::lt t h e cost 
o f Congres s \li h all r ecoveries being pa yab le to Co n gress . 

D. l'l c la rtin proposes to move its bu siness to Co l orado a nd t o 
se ll f ixec.J a sset s incl udi ng machinery and e quipmen t to a n e conomic 
Deve lo pm e nt Di s t r ict in Colorad o . Mc ~la rtin wil l pa y the n e t 
proceed s o f s u cl1 p urcha se t o Co ng r es s whe n rece ived a nd i t expec t s 
to r ece ive $50 , 0 00 u pon the delivery of the asse ts a nd the balanc e 
of the t o tal o f $ 17 6 ,000 in sem i-annual installment s o ver eightee n 
1:1o n t hs . I n .:1 J d · t ion, t1ct--lartin plans to r e ceive a l oa n from a 
olo r do bank a nd will P•Y Cong re s s b etwee n $1 00 , 000 and $ 125 , 000 

fro m the proceed s of s uch l o a n . final l y , all inventory a nd 
cr; u ir)mc r. · not ovc d to Co lorado will be surrendcr e to Co n r ess 
cJI I :. J c :· Lt ~:tin e s ima t cs t h a t tile 1\et proceeds from the sa l e of such 
in ve nt o ry Jn c1 eq u ipm ·"" n t woul d be np[lro xi matc ly $75 , 000 . If , u.fte r 
;d l of su c l1 l <.~yn.: nts , tl11:? r:- e i s s ti ll a b l a n ce ov1ing to Co n r ss , 
>k : ~ , ! r t i_ n f 1 t ·o po~; c s to ~1 .:1 y c:; u c h u.1L1 n cc in mo n t lll.y inst·11 nlr~ r l t ~ ; ;_ lu!; 
! !: · ·~ ·· : . <l '.'Cr t'ln:( •c ~ · c ·~ ~ L·s IJ (·' l in•l il llJ l·'cbn.J r y 1, l <l iJ G , d !ld I < 

' ' < • 1 : > ' ( ! l • ' } 1, I ] d II <> ' '.-J i (_ !\ ( 1 C ( H l ( i r I I I i I I ( J l i 'll I ) ll i t ~ ; i I C C 0 I I !lt : . (11 1, l 
1 : 1·; ·, •:: ' ,. , . 1!1! : 1.) !' 1 <1 t i1 Ji.· c•l l ll• · C' cll <1J · ,cj, !). 1! 1k . 
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1 0 . Afte r the Court gran t ed Congre ss he reli e f fr o m sta y a t 
t he prelim i n a ry h e ari ng a n d before the h ea r i ng a t \vh i ch tt Court 
et a final e ide ttt iary h ri n g, Cong res s an Mc Ma r t in e ntered 

in t o a st i p ulation and a greemen t whereby McMart in ag re _ d to 
acc 0 un t fo r all cash c o llater 1 ar i sing fr om t he s ale , u se or 
o th u r dis p os ition of collate ral col lec ted or r ece i ved by McMart in 
on or after September 13, 198 5, a n d in a d i ti on Mc~ a rtin agreed to 
a ccoun t to Congress a s to t h e extent a nd co n d ition of the 
c o llateral as o f Ma y 24, 1 985 ; to a c count f o r the use, sale , or 
other dispo s i tio n of the col l a t era l , including wi thout lim i tation 
an y and a ll c as h proce ed s of the coll t eral c oll e cte d o r r c ce iv d 
from McMar t in on or after Ma y 24 , 19 8 5, and p rior to Sept em be r 13, 
1985 . As conside ra tion ~or such ag reement a n d comp lian ce with 
such a g reement , Congr ss greed t o t a·e n o f ur ther action to 
p rosec ute an adve rsary proceed ing tha i t h ad f ile d and a g reed to 
wi t hdraw withou t pre jud ice its em rgency a ppl ica t ion see king a 
p re l i mi nary i nj u n c ti on with rega rd t t use of collate ra l. A 
c o p y o f th e sti p ula tion a d a g reeme11t was a ttached t o M W r ti n' s 
Exh i bit No . 2 wh ich wa s t he Offer o f Adeq u a te Pro t e ction. 

1 1 . McMart in d i d no t comp ly wi th the s t ipulation r e f e rred to 
abo v in tha t i t f a iled to noti f y Co n grecs o f the ex i s t ence of t h 
Commun i -Qui k a ccount ei ther a t t h e t i me the st i pulat i on a n d 
agre eme t wa s s i g ned, S e p t e mber 3 0, 1 9 85 , or a t an y oth _r t ime 
u ntil Congress , tl1roug h its own investigat ion, d is c overed the 
ex 'stence o f the accoun t and di scovered tha t approx ima tely 
$ 24 0 ,00 0 h d b e en run th r ough t h e a ccount s i nce Ma y o f 1 985 . 

1 2. As of the date of h e a ri n g , McMar t in owed emt oye e 
withhold! g and"other payroll ty p e axe s to t h e U ited States 
Government a nd to the State G vernmen t a ccru ing s i nce Septe mbe r 
13, 19 8 5 , in the amount of approxi mate ly $ 1 5, 5 00 . 8re-Sep temb- r 
13, 1985 , s t a t e e mploy ee pay rol l t ax s a t ount e d to app roxi mately 
$17,000 and p r e- ep tembe r 1 3, 1 98 5 , e d e r a l Hi th h o l d ing t axe s 
amo unt e d to o v e r $ 20,000. 

Conc l u s i o ns o f Law 

On moti o n for reli f fro 1n auto1na tic st y pu r s a n t to 
§ J 62(d )( 1 ) and (2 ), the mov ing a r·y ha s t h e burdl~ ll of p roo f on 
the i s sue o f the debto r 's eq u' ty in the p r operty a nd the d eb t or 
h a s t h e bur en f pro of on al l o t h e r i ·sues , inc l udi n g t h e i s ~ 
of wh eth r or not the r oper t y is necessa ry t o an ef f e ctive 
r eo r 'J a n i z a t .i. on , vi h e t h c r the s cur 'J p r t y ' s i. n t e - c s in - !J e 
collater:ll i a c.i e quutcl y prot c tod ut d for sl10v1in g that th e re j 

no au se f or r • lie f. Se e §362 ( g ). Co n0rcJs ha s f u i l e d t o meet 
its bu rd e n Hit h r - 0ard to the quc ~;ti o n of : q ui ty. Congrc:,s 
. >r Sr' ll tcd CV Lch :r l CC' th.=1t th e cq u i plil(' ll - in \·J hi r. h it h z1s a sr~r ur i.ty 
t tltc r•.;<· t i:; \vo rt !t fl-ollt $ 11 0 ,00 tu $l ~' r:, ooo . 1! ·-,·.-~_vcr , Co llq rc~ ss 
i<~i .! •:d to r! r t_ ~:;,--. r i-1 t1 Y cv id .., n C \vj l il r c gd n l t o t H~ V il l ll C o[ t ll rJ r ct '.-1 
; . ' d . · · r i. d l , '. 1' ) r k .i. , 1 pc o v '- ~ s s u r- f i. ' 1 i : · Itt ·, 11 () () d : ; , u t_ !(, ~ - I! <~ 1 1 t r) :- L 1 t:. r 



- 6-

th <:l t upo n l iquid tion "" Uch inv "ntory i s wor th onl y a sma l l 
pe r cen t a g of it s or i g i a l cos t. o evidence was p re s en t e d 
concerning its or igina l c ost. 

On t h <-' othe r hLJ.nd, tvlc f'-ILJ.rt i n presen ted e v ide nce b y o r a l 
testi mo ny of a n appt_-a i s cr t at t he e q ui pme n t, a cco u n ts rece ivab l e 
and inve nto r y, us i ng a combi n tion o f l iqu ida tion va lue, go i ng 
concer n value ad dis c ounting the accou nt s - r e ceivab le, e x ceeded 
the amount o f t he debt . 

Since t he ere i to r f a ile d to ee t i ts burden of proo f on t he 
issue o f equ i t y, r e lief sha ll not be gran t e d pursua nt to 
§ 362( d ) (2 ). 

With rega r d to the reques t for r elie f f r om t he stay pursua t 
to §36 2(d ) ( 1 ) , s i nce th debtor ha s Gq u i ty in t e col l a t e ral, a nd 
the r e was ve ry li ttle , if a ny , cred i b le ev idence t hat th e val u o f 
t he c oll a t eral is d e crea sing, the credi t or is ade q uately protec t e d 
by t he equity cush i on. 

Howe ve r, § 362( d) (1) prov i de s t ha t r elief c a n be grant e d f or 
c a use, with ca u e not be ing limi t e d to t he quest i o o f a d Gquate 
protecti o n . Th is Court be l ieves t hat fa ilure to pa y state and 
f e dera l wi thho lding t a xes fr om Ma y 24, 198 5 , through September 13 , 
1985; fai lure to pay sta te a nd fede r l ta xe s fr om Se p t e r ber 13, 
1 98 5, throug h the date of the he a r i ng , No vember 5 a nd 6, 1 98 5; a nd 
f a ilu r e to list t1e Communi - Qui k account o n t he s chedules fil ed 
Sep t em be r 1 3 , 1 985 , or to no tify the s ecured cred i t or of t he 
0 x i s t e nce o f s uc h an ac count eve n af t er Mc Mart in a greed to a ccount 
fo r- al l collater-a l by a g reeme n t en t ered into o n Septe mbe r 30, 
198 5 , s how s a su f f i c i ent di srega rd f or the law and the rig hts of 
the s e c u r e d credito r to be cons idered cau se u nder the a pp r o pr iate 
secti o n of the Code . 

At t he or ig i na l pre limina ry he a ri ng in the summe r of 1985, 
t he Court cons idered t he c on t inuing us e of Co ngres s ' co llateral 
wi thout p rmission o f Congress t o be sufficient c a us e for g r a n ting 
r 2 lief fro1:1 the a u tomatic stay. rlcMart i n \·las succes s ful i n 
convincing th e Co urt that su c h an i nterp r etation, prior to t he 
e ntry o f a n o r de r for reli e f was not a ~propr i atc. Mc Martin 
c l ai r cd tha t it could con t inue to o pe rate i t s bus ine ss in t he 
ma nn e r th u. t it saw fit e ve n if s uch ma nner was a viola tion of th e 
sec u r ity agre me nt >·l i t h the c r e c1 i or. However, e ven a f ter 
co nvi nc i ng t he Co u r t t ha t September 1 3 , 198 5 , \oJas the s i gnif i cant 
d a te to be l ook e J a t by the Co urt , t·lc r.la rt in conti n e d t o hide 
infor lll a ti o n rom t he sec ur d ct_· cd i tor u.nd to hi d e it from the 
Court . 

I t d uL· :~ I ll) - II L1Ll" L'r t o tili •; Co u t tl 1at t h0 ill Ount of :no n · y in 
tIt <' ~ · , i lt ttl 1::1 i - l.,.'uiL ~\ L''-'U ll tl t f r lllll :_~•-'P l t ·: nbcr 1 3 fo r w<:llu was rc'Llti vc' 1 y 
Lrt :; i •:: t i . ' t i lt . J L· \1 () 1' :; nt : It- l t~r t() rl1 i ~; Co u r t t ll il - t he of ! i c c r :j i.lr td 

· lJ r · · · · I• )J <l! ~ l c ' I , I: ·t in Tll<l u ~ ; t t· i·· ~; , ltl c ., c! i <l not t h i nk tl1 .1t til e 
. ; ' . ! ) t ' . :I i ' ' I l l 1\ ' ' f 1 I l I HJ n 1 . I Jll-' l i t i. (J I I ( () l" n: I i ' ·' r C.l 11 d ~ ; \ ·I }\ 'd ll l ( ' ~-; 
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wa s signifi c ant e no g h t o b e er f ec tl y ho ne s t . Appare n tl y i t wa s 
"bu s i nes s as usu a l" f o r Mct--la r ti n with r eg r d to Con g r e ss a ft e r 
Septe mbe r 13 a nd i t a ppa ently d i d ro t even occur to t he o f fi ce r s 
an d d i re c tors of Mc Ma r tin that the s ta t us of t h e cor poration 

-- --,-

c h a n e d o n S e p t e mbe r 1 3, 19 85, an d th a t · t was req ui red b y law t o 
b e t .c u t h f u 1 a d com p l e t _ b o t vii t h r e g a r d to i t s d e a 1 i n g s "' i t h the 
secured c r e ditor and with regard to i t s d eali ng s wi th t e Court. 

The co r pora tion's fail ure t o pa y payroll ta xe s wh en due , 
f a i lure to s c1ed l e asse t s , and fa i lu re t o d e al f a i rly a s a 
d e b o r-i n -poss essio n wi th th e s e cu red credi to r a fte r Sep tembe r 1 3 
and spe ci fi c a l y aft e r Sep t e mb r 30 , 1 985, i s de med b y t hi s Cour t 
to b e ca us e f or grant in g the creditor re l ' ef from the a utomat ic 
s tay . 

Separa t e or r to fol l o w. 

DATED: J nua r y 3, 1 98 6 . 
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