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Jefferson Avenue, Suite 2500, Detroit, M1 48226
UNITED STATESBANKRUPTCY COURT
NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

IN RE: ) Chapter 11
PRE-PRESS GRAPHICS ) Bankruptcy No. 02 B 08292
COMPANY, INC,, ) Judge John H. Squires
)
Debtor. )

MEMORANDUM OPINION

This matter comes before the Court on the motion of David A. Nolte (*Nolte”) for
payment of post-petition compensation obligations associated with his Employment
Agreement (the “ Employment Agreement”) and Stock Option Agreement (the “ Stock
Option Agreement”) with Pre-Press Graphics Company, Inc. (the “Debtor”) and the
objections thereto filed by the Debtor, MAN Capital Corporation (“MAN"), Northshore
Community Bank & Trust Company (the “Bank”) and the Unsecured Creditors
Committee (the “ Committee”) (collectively the “Objectors’). Nolte contends that pursuant
to the provisions of the Stock Option Agreement, he has appropriately eected to receive
cash in the sum of $589,286.50, which he assertsis entitled to payment as a post-petition
priority expense of administration under 11 U.S.C. 8 503(b)(1)(A) and 8 507(a)(1). The
Objectors maintain that because the Debtor properly reected the Employment Agreement
and the Stock Option Agreement pursuant to 11 U.S.C. 8 365, Nolte'sclam isthereby
relegated to a pre-petition unsecured claim under 8 365(g)(1). For the reasons st forth
herein, the Court holds that Nolte' sclaim is partidly alowed as a podt-petition priority
expense of administration in the sum of $59,333.33 under § 503(b)(1)(A) and §

507(a)(1). The objectionsthereto are sustained in part.
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. JURISDICTION AND PROCEDURE

The Court has jurisdiction to entertain this matter pursuant to 28 U.S.C. § 1334
and Internal Operating Procedure 15(a) of the United States District Court for the
Northern Didrict of Illinois. This matter congtitutes a core proceeding under 28 U.S.C. §

157(b)(2)(A)and (O).

1. EACTSAND BACKGROUND

The Debtor is engaged in the graphic arts and printing business, and employed
Nolte under the Employment Agreement asiits vice president of sdes. See Nolte' s Exhibit
No. 1, Recital TA. Nolte and the Debtor entered into the Employment Agreement on
April 30, 2001. 1d. The Employment Agreement provided that in order to induce Nolte
to enter into it and to create an incentive and reward for his efforts, the Debtor granted
Nolte an option to purchase shares of common stock of the company pursuant to the
Stock Option Agreement. 1d. Recitd B. The Stock Option Agreement was findized,
dated October 8, 2001 and incorporated into the Employment Agreement. Id. Under the
Employment Agreement, Nolte was to receive certain annua base sdlary compensation,
plus sdes commissions, reimbursement of employee expenses, various vacation time, and
other fringe benefits not in dispute. 1d. Articlelll, 88 3.1 - 3.5.

The heart of the dispute concerns the provisions of Section 3.7 of the Employment
Agreement by which Nolte was granted a stock option to purchase up to an aggregate of
350 shares of common stock of the Debtor. Under the Stock Option Agreement, upon
achieving the requidte level of sdesfor the Debtor, Nolte would earn the right to purchase

those shares. The Stock Option Agreement aternatively provided that in lieu of
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purchasing shares, Nolte could opt to receive a cash payment provided that Nolte had
made sales (as defined under the Stock Option Agreement) of the products or services of
the company during the period commencing April 30, 2001 and ending on October 31,
2003. See Nolte's Exhibit No. 1, Exhibit A thereto at  3(b). “Sdes’ collectively
included , (a) salesto new accounts that Nolte created for the Debtor; (b) sales created by
sales personne whom Nolte recruited for the Debtor; (¢) saes to new accounts created by
exigting personnel of the Debtor; and (d) additiond sales from exigting customers of the
Debtor, provided credit for such saesisfirst gpproved, in writing, by the president of the
Debtor. 1d. 13(b). Nalte s quaifying saes thusincluded those not only made by him, but
also sdes personnd identified as Dave Azardlis (who made no sdes), Dave Bourke and
Steve Kramer.

Nolte testified that he entered into the Employment Agreement and the Stock
Option Agreement because he wanted to acquire some equity ownership in the company.
He was admittedly desirous of influencing the direction of the Debtor. However, Robert
Beevers, the president of the Debtor, would not agree to dlow Nolte to acquire a
contralling interest. Thisled to the cregtion of the optiona provison dlowing Nolte to
convert his earned stock option to cash, as an incentive to enter into the Employment
Agreement and to perform his duties as vice president of sales for the Debtor. According
to Nolte, after the Employment Agreement was executed, he began managing the Debtor’s
sdesforce and increasing the sales staff and the amount of sdes. He recruited two
additiona sdesmen onto the sdles force, which included the most productive salesman for
the Debtor. Nolte testified that he kept sales accounts satisfied and that his efforts

increased the Debtor’s sdles by 37%. According to Nolte, his prior employment base
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compensation was greater, and the Stock Option Agreement was the incentive he needed
in order to enter into an employment relationship with the Debtor. Nolte's Exhibit No. 2 is
asummary saes credit report by which Nolte received credit for qualifying sdes from the
time of his employment through August 2002. According to Nolte s testimony, he
achieved hisfirgt benchmark level under the Stock Option Agreement in May 2002, when
the qudifying sales exceeded $3,000,000.00. The Court notes from Nolte' s Exhibit No. 2
that the pogt-petition amount of quaifying sades from the period of March through August
2002 totals gpproximately $1.78 million.

On March 4, 2002, the Debtor filed a voluntary petition under Chapter 11. Nolte
continued to work for the Debtor and even received a commendation for his effortsin the
form of an email, which was forwarded to al employees by Beeverson April 11, 2002.
See Nolte's Exhibit No. 6. After Nolte achieved the first benchmark for the required sales
under the Stock Option Agreement post-petition, he exercised his option to receive cash
instead of shares of stock by letters dated June 4, 2002 and June 16, 2002. See Nolte's
Exhibit Nos. 4 and 5. After the letters were sent, Nolte continued to work for the Debtor
and assg in its sdles efforts.

After the bankruptcy filing, Nolte gpproached Beevers who assured him that his
employment would continue and the Agreements would be “going forward as usud.”
Accordingly, Nolte continued to perform his duties. However, had he not received those
assurances, Nolte asserted that he would have begun to look esewhere for work.

Examples of some of the Debtor’s monthly saes activity reved that sales obtained
by Nolte directly from his own efforts varied. For the June 2002 qudifying sales of over

$215,000.00, Nolte directly accounted for $3,542.00. See Nolte's Exhibit No. 8. For
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the sales period of October 2001, Nolte accounted for 13% of the sdles. See Nolte's
Exhibit No. 9, a p. 2.

Nolte resgned in August 2002, after the Debtor filed amotion to rgect the
Employment Agreement and the Stock Option Agreement under § 365(a)(1). According
to Nolte, the Debtor benefitted from his efforts because he continued to perform for the
Debtor post-petition. He brought in sdlesmen and through his efforts and those of his sales
force, obtained an additiona $1.8 million in sales. On cross-examination, Nolte admitted
that he was not sure of the exact dollar amount generated by his own persond efforts. He
aso tedtified that his sales commissions were generdly at the rate of 10%-- afairly
common rate in the printing and graphic artsindustry. He admitted that the subject option
provisons were not a benchmark within the industry.

The only other witness who testified was Beevers, president of the Debtor.
Beeverstedtified that because of the Debtor’ s distressed financid condition--which led to
its bankruptcy filing--he attempted to negotiate a new Employment Agreement with Nolte
post-petition. He denied telling Nolte that the Debtor would be able to pay the dternate
cash out option under the Stock Option Agreement smply because the Debtor did not
have the financid resources to pay out cashin lieu of stock. According to Beevers, he
merely assured Nolte that he would honor the Employment Agreement terms. On cross-
examination, Beeversindicated that the Debtor did not immediately moveto regject the
Employment Agreement and Stock Option Agreement because he tried to negotiate a new
Employment Agreement with Nolte. Beevers was aware of Nolte's work for the Debtor
and accepted his efforts, which he admitted added value to the Debtor. After receipt of

Nolte' s exercise of his option for cash under the Stock Option Agreement, the parties
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were unable to renegotiate the Agreements. In July 2002, the Debtor moved to reject the
Agreements.

The parties do not dispute that Nolte has a claim againgt the Debtor for rejection
damages under § 365(g)(1) or that Nolte may assert as a pre-petition claim for breach of
the contract by virtue of itsrgection. Asacordllary, the dlowance of any such clam is
subject to 8§ 502(b)(7), which limitsaclaim for breach of an employment contract to the
compensation provided by the contract for one year after the breach.

Thethrugt of Nolte's argument in the instant motion is that because the Debtor’s
quaifying sdes under the Stock Option Agreement reached the first and subsequent
benchmarks post-petition, his entire claim is entitled to administrative treatment under 8
503(b)(2)(A) and 8§ 507(8)(1). In contrast, the Objectors argue that the underlying
contractud liability to make the cash payment arose pre-petition on April 30, 2001, the
date of the inception of the Employment Agreement. Therefore, the Objectors contend
that Nolte' s dlam is not entitled to adminigtrative priority, but rather an unsecured
nonpriority claim pursuant to 8 365(g)(1) inasmuch as the Court entered its order alowing
the Debtor’ s motion to reject the Employment Agreement and the Stock Option

Agreement.

1. DISCUSS ON

An expense of adminidtration claim is governed by § 503(b) which providesin
relevant part:

(b) After notice and a hearing, there shall be alowed
adminigrative expensss. . . including—

(1)(A) the actual, necessary costs and
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expenses of preserving the estate, including
wages, salaries, or commissions for

sarvices rendered after the commencement
of the case.

11 U.S.C. § 503(b)(1)(A).
Adminigrative priority clams are to be strictly construed because the presumption
in bankruptcy casesis that the debtor has limited resources which will be equally

distributed among creditors. See In re Amarex, Inc., 853 F.2d 1526, 1530 (10th Cir.

1988).

Reection of an underlying contract congtitutes a breach of the contract, which
usudly resultsin athree-prong clam againg the estate: (1) agenera unsecured claim for
any accrued unpaid rent due under the lease or contract prior to the bankruptcy filing
under 11 U.S.C. 8§ 502(b)(6)(B), (7)(B); (2) an adminidtrative (and therefore a priority)
claim for rent amounting to elther rent that accrued post-petition but prior to regjection or
the reasonable value of services or goods for that same time whichever the court finds
appropriate under 8§ 503(b)(1)(A) and 8§ 507(8)(1); and (3) agenera unsecured claim for
“rgection damages’ (amounts due under the remaining term of the lease or contract) under
§ 502, subject to certain limitations on the maximum amount a clamant may clam as

rejection damages under § 502(b)(6)(A) and 8 502(b)(7)(A). See 1 T. Sderno, C.

Hansen and G.C. Meyer, Advanced Chapter 11 Bankruptcy Practice § 7.74 (2d ed.
1996 and 2002 Cum. Supp) (collecting cases).

The policy underlying priority trestment for adminigirative expensesis to encourage
creditors to extend credit to debtors which will enable areorganization to succeed. SeeIn

re Jartran, Inc., 732 F.2d 584, 586 (7" Cir.1984). To that end, in order to demonstrate

the priority of an adminigrative claim, the debt mugt (1) arise out of atransaction with the
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debtor-in-possession and (2) benefit the operation of the debtor’ s business. 1d. at 586-

87(dting In re Manmoth Mart, Inc., 536 F.2d 950, 954 (1% Cir. 1976)).

Thistwo-part test employed in Jartran and Mammoth Mart is applied to executory

contracts such as Employment Agreements even if the agreement has been rgjected. See,

eg., Inre Hooker Invs., Inc., 145 B.R. 138 (Bankr. S.D. N.Y. 1992); In re APF Co.

270 B.R. 567 (Bankr. D. Ddl. 2001); In re Commercid Fin. Servs., Inc., 246 F.3d 1291

(10" Cir. 2001) (the lump sum cash payments due on termination under employment
contracts not assumed by the debtors held not entitled to adminigtrative priority); Inre
Carmichedl, 109 B.R. 849 (Bankr. N.D. 111. 1990).

Thefirg dement of the Jartran test isthe principa focus of the dispute. The
Objectors contend that because the Agreements were entered into pre-petition, the debt
did not arise out of atransaction with the Debtor. The Objectors, in gpplying this prong
with the sole focus on the pre-petition date of the Agreements would, &t first blush, appear
to defeat Nolte' s claim for adminigrative priority status. Jartran, however, aso noted that
this dement can be met by a showing of “inducement of the creditor’ s performance by the
debtor-in-possession. .. .” 732 F.2d at 588 (emphasisin origind).

By assuring Nolte that the Agreements would be “going forward” and continuing to
accept Nolte' s services and the benefits flowing therefrom, the Debtor induced Nolte's
performance. The evidence adduced at trid is undisputed that the Debtor urged and used
Nolte's continued services and efforts post-petition. Thisisillustrated most dramaticaly
by Beevers company wide e-mail, acknowledging Nolte s efforts and noting in part that
he would “like everyone to know that [Nolte] has my complete and unconditiond

support.” See Nolte's Exhibit No. 6. Nolte performed until employment negotiations
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failed, which led to the Debtor’ s rgjection maotion. Accordingly, the Court rejects the
Objectors argument that Nolte' s administrative clam must fail because it arises from the
pre-petition Agreements.

Asto the second dement of the Jartran test, it is only in disoute as to the amount
clamed. Thereisno question that Nolte' s services benefitted the Debtor’ s business.
What the Objectors contend isthat Nolte' s claim is largely disproportionate to the benefit
received by the Debtor.

Had Nolte exercised his option to receive stock in the Debtor, his claim would be
subject to mandatory subordination under 11 U.S.C. § 510(b). Section 510(b) in
pertinent part provides that “[f]or the purpose of distribution under thistitle, aclaim arising
from . . . sdle of asecurity of the debtor . . . shall be subordinated to al claims or interests
that are senior to or equa the claim or interest represented by such security, except that if
such security is common stock, such claim has the same priority as common stock.” 11
U.S.C. 8§ 510(b). Because Nolte opted for cash rather than stock, the Court views his
claim as one for additiond incentive compensation under the Agreements.

A further regtriction on administrative wage clamsin al types of casesisa
necessary finding that the amount claimed as compensation for the services is reasonable.
Section 503(b)(1)(A) does not impose a satutory maximum on adminigtrative wage
clams. The courts have, thus, policed againgt excessve wage claims by demanding that
the claim not be disproportionate to the value of the services rendered. See 2 W. Norton

Jr., Norton Bankruptcy Law and Practice 2d, § 42:18 at p. 42-101 (2d ed. 1994). See

aso In re Chicago Lutheran Hosp. Ass'n, 75 B.R. 854, 857 (Bankr. N.D. IlI. 1987)

(post-petition wage rdated claims are entitled to be treated asfirgt priority administration



-10-
claims under 8§ 503(b)(1)(A) and 8§ 507(a)(1)).

In part, the thorny problem here is exacerbated by the confusing labyrinth of the
text of § 365 which one noted authority refers to as * perhaps the most discussed and
cussed provision of the Bankruptcy Code. . .. Just asin the writings of George Orwell,
where some pigs were more equa than others, in the writings of Congress some leases and
contracts are more equa than others” 1 D. Epstein, S. Nickles and J. White, Bankruptcy
§5-26 a p. 492-493 (1992) (noting different rules under § 365 for different types of
contracts and leases). This authority concludes the existence of an adminidirative expense
priority should turn on whether the etate has redlized a benefit, not on whether a particular
creditor has sustained aloss. |d. at § 5-23, p. 489. Ancther leading authority has noted,
illugtrative of the dispute and polarity of the positions of the parties at bar, that “[t]he Code
isslent on the rights and obligations of the parties to an executory contract or unexpired
lease during the limbo period-that is, the period between the filing of the petition and the
time of assumption or rgjection.” G. Treiger, JR. Trog, L. Forman, K. Kleeand R.

Levin, Fundamentals of Bankruptcy Law § 5.04(e) at p. 287 (4" ed. 1993 and 1998

Supp.). This authority aso aptly notes:

A cdlam for damages that arises from the rgection of a
contract or lease . . . must be distinguished from the.. . .
obligation of the estate to pay for the postpetition use

but the measure of the adminigirative expense is not
entirely clear. Some courts have required the estate to pay
far market vaue for the use; others, seeing theissue as
one of preventing unjust enrichment, base the dlowance on
the value of the use to the estate, which may be less than
an objective fair vauation.

1d. § 5.04(f) at p. 293.

Research does not disclose a situation on al fours factualy withthe case at bar.
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The Stock Option Agreement by which Nolte was granted an option to acquire equity in
the Debtor, with the dternative of a cash payment in lieu of stock if he met certain sales
requirements, presents interesting and unusua provisons. Stock option clams have

generdly been held not to be entitled to adminidtrative priority. See In re Badwin-United

Corp., 52 B.R. 549 (Bankr. S.D. Ohio 1985). Unlikethe facts of this matter, in Badwin,
the court found that neither the purposes of the option plan nor the manner of its exercise
suggested that it was to serve as aform of compensation for continuing services rendered.
Id. at 552. That court aso noted, as the Objectors unpersuasively argue here, that the
debtor did not, in fact, induce such performance. |d. Consequently, the first prong of the
Jartran test was not met.

In the instant matter, the Court concludes that both elements of the Jartran test
have been met by Nolte, especidly in light of dicta from the United States Supreme Court.
The Supreme Court stated that if the debtor eects to continue to receive benefits from the
other party to an executory contract pending a decision to rgject or assume the contract,
the debtor is obligated to pay for the reasonable value of those services, which, depending
on the circumstances of the particular contract, may be what is specified in the contract.

See Nationd Labor Relations Board V. Bildisco and Bildisco, 465 U.S. 513, 531 (1984)

(citations omitted). On this point, the Objectors opine that Nolte has been paid
substantidly al compensation due to him for base sdary, sdes commissions, sale expenses
and fringe benefits. Further, those payments were made post-petition and condtitute
reasonable vaue for Nolte' s services during the pendency of rejection of the Employment
Agreement. Nolte, to the contrary, concludes that the terms of the Agreements provide

the best evidence of the reasonable value of Nolte' s services, the incentive compensation
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he opted for under the Agreements, in lieu of stock in the Debtor, was intended to
supplement his base sdlary and provide an dternate means for acquiring an equity portion
of the common stock of the Debtor at this option. Nolte testified that he agreed to alower
base sdary for such supplementa compensation. Hence, the ultimate question turns on
whether the amount of Nolte's adminidtrative claim as caculated under the Agreementsis
equal to the reasonable vaue for his services rendered post-petition for the Debtor.

Other courts have noted that in analyzing employee benefits under the Jartran tet,
the determinative factor is not when the right to payment matured but, rather, when

payment was earned. In re Uly-Pak, Inc., 128 B.R. 763, 766 (Bankr. S.D. Ill. 1991); In

re Chicago Lutheran Hosp., 75 B.R. at 856; In re Northwest Eng’ g Co., 863 F.2d 1313

(7" Cir. 1988) (vacation pay held “earned” continuously as work is done for § 507(8)(3)
priority purposes). The Uly-Pak court held the right to servance pay vested when an
employee signed the pre-petition employment contract, not when the employee was
terminated post-petition. Thus, the claim was only entitled to generd unsecured status
Other authorities gptly note that an employee is entitled to be paid for any time
actudly expended for the benfit of the estate between the filing of the petition and the
rejection of the employment contract. “ Such services should be compensated on a
guantum meruit basis rather than under the contract, dthough the contract rate, if it in fact
represents fair market value, can gpply.” See 1 R. Ginsberg and R. Martin, Ginsberg &

Martin on Bankruptcy 8§ 7.04[C] at 7-44 (1998 Supp.) (dting In re Vermont Red Edtate

Inv. Trug, 25 B.R. 809 (Bankr. D. Vt. 1982)and In re Selva& Sons, Inc., 21 B.R. 929

(Bankr. E.D. N.Y. 1982)). The Vermont Red Edtate and Sdva cases applied the concept

of reasonable vaue for use and occupancy of premises involving Stuations where there
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was no evidence to indicate that the reasonable rentd vaue for use and occupancy of the
demised premises podt-petition was anything other than that fixed in the underlying lease.
Those courts followed the generd rule for determining reasonable vaue of use and
occupancy of the premises to be rent reserved in the absence of a clear showing that it is
unreasonable. The concept of reasonable use and occupancy arises out of the pre-Code
practice under Chapter X reorganizations under the former Bankruptcy Act of 1898
relating only to the limbo period during which the underlying lease was neither assumed or

rejected. See Philadelphia Co. v. Dipple, 312 U.S. 168 (1941); PAmer v. PAmer, 104

F.2d 161 (2" Cir. 1939). Here, the evidence shows that the Agreements were rejected
because they were excessively expensive to the Debtor’ s estate and above industry
benchmarks. Further, the evidence indicates that the industry standard for sales
commissons is goproximately 10%.

It is undisputed that for gpproximatdy four months post-petition, Nolte brought in
new customers, continued to make sales, managed the sales force and recruited the
Debtor’s sdlesmen, clearly benefitting the Debtor. While Nolte is certainly equitably
entitled to some post-petition adminigrative claim under the incentive compensation
arrangement in the Agreements, the amount should be based on the quantum meruit vaue
for hisservices. The estate should not be required to pay Nolte for the services provided
by the other salesmens and the results achieved by them during the post-petition period.
After dl, the post-petition sdes atained were the result of the combination of Nolte's
efforts and those of the salesmen brought on board by Nolte. Although Nolte claims credit
for the sdles made by his recruits under the Stock Option Agreement on a quantum meruit

basis, Nolte cannot maintain an adminigtrative claim for those substantia sales actudly
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consummeated by other sdlesmen for the Debtor.

The Court will mete out the portion of Nolte' s post-petition claim from those of the
other sdes personnd and award him for his post-petition services. Nolte' s Exhibit No. 8
shows that Nolte's share was only $3,542.00 of the $215,739.06 total qualifying sales for
the month of June 2002, in contrast to Bourke, whose share was $17,083.46, and
Kramer, whose share was $195,113.60. Illustrated in Nolte's Exhibit No. 9, for the sale
period of October 2001, Nolte was credited with sales of $44,940.31 for his efforts, in
contragt to the other sales personnel who generated sales of $288,938.20. In that month,
Nolte generated only 13% of the sdles. The exact amount of total post-petition quaifying
sdes generated by Nolte himself is unknown, with the total amount of post-petition
qudifying sdes by Bourke, Kramer and Nolte totaling gpproximately $1.78 million. See
Nolte' s Exhibit No. 2. Nolte's per capita portion or share of that poal is one-third or
$593,333.34.

This per capita gpproach is equitable and generous inasmuch as the evidence was
undisputed that Bourke generated the highest sdes for the Debtor and because there were
only three sdesmen, including Nolte, who made qudifying sdes. Ascribing a per capita
share to Nolte, in the absence of more precise information, gives him the benefit of his
executive management efforts. Moreover, the evidence was undisputed that Nolte
increased the Debtor’ s sdles by 37%. According to the testimony, the industry standard
for sdes commissonsis approximately 10% and thet is what the Court will use asamore
appropriate measure of value, rather than award Nolte a a substantialy higher rate ashe
urges. Accordingly, on aquantum meruit bass, $59,333.33 is the equitable alowance the

Court will award Nolte as a post-petition priority expense under 8 503(b)(1)(A) and §
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507(a)(1).
The equitable result here isin accord with the underlying principle in Northwest
Eng'g. 863 F.2d 1313. Therein, the court held that vacation pay would be afforded
adminigrative priority because it was earned continuoudy as the work was performed.

While Northwest Eng’g is not exactly on point, the Court is persuaded that the logic and

dicta therein provides an appropriate basis to achieve the equitable result reached here
because “[c]ourts routingly conclude . . . that vacation pay and bonuses may be paid out
as adminigrative expenses only to the extent they reflect work done after the
commencement of thecase” |1d. at 1316 (citations omitted). The court in Northwest
Eng’ g concluded thet it was “ congruent with the resolution of related problems, and
conggtent with the function of § 507(a), to hold that (pre-petition) vacation pay is*“earned’
continuoudy.” Id. The same logic gpplies to pogt-petition adminigtrative expense clams

under § 503(b) and § 507(a)(1). The Northwest Eng’ g court aptly noted that “[i]n the

end, we must choose among unsatisfactory options.” 1d. at 1318.

Smilarly, in this matter, the Court’ s options are not wholly satisfactory. To alow
the full amount of Nolte s claim would not only compensate him for hiswork & a higher
commission rate (100%) than admittedly exigts in the industry, but would dso dlow him to
bootstrap his clam from the services of others who generated a more substantial benefit to
the Debtor’ s estate--namely salesmen Bourke and Kramer, as the Objectors argue. Thus,
their objections on this point are sustained. To sugtain in full the objections, however,
would be to relegate Nolte' s entire claim to that of a pre-petition unsecured claim, and
deprive him of any portion of the agreed additional compensation for hiswork rendered

post-petition that was induced by and benefitted the Debtor. The Court, therefore
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concludes that Nolteis not entitled to receive the full amount of additiona compensation
under the contractua provisons of the Agreements. Rather, Nolte is entitled to an
adminigrative clam only to the extent of the reasonable vaue of his own services rendered

to the Debtor, not those of Bourke and Kramer.

V. CONCLUSION

For the foregoing reasons, Nolte' s motion is granted in part, and the objections
thereto are sustained in part. Nolte' sclamis partialy alowed as a post-petition priority
expense of adminigtration under § 503(b)(1)(A) and § 507(a)(1) in the sum of
$59,333.33.

This Opinion condtitutes the Court’ s findings of fact and conclusions of law in
accordance with Federal Rule of Bankruptcy Procedure 7052. A separate order shdl be

entered pursuant to Federa Rule of Bankruptcy Procedure 9021.

ENTERED:

DATE:

John H. Squires
United States Bankruptcy Judge

cc. Seeattached Service List
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UNITED STATESBANKRUPTCY COURT

NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

IN RE: ) Chapter 11
PRE-PRESS GRAPHICS ) Bankruptcy No. 02 B 08292
COMPANY, INC,, Judge John H. Squires

)

)

Debtor. )
ORDER
For the reasons set forth in a Memorandum Opinion the 16" day of January, 2003, the
Court holdsthat David A. Nolte'sdamispartidly alowed as a post-petition priority expense of
adminigtration in the sum of $59,333.33 under 11 U.S.C. § 503(b)(1)(A) and 11 U.SC. §
507(a)(1). The objectionsthereto filed by the Debtor, MAN Capital Corporation, Northshore

Community Bank & Trust Company and the Unsecured Creditors Committee are sustained in

part.

ENTERED:

DATE:

John H. Squires
United States Bankruptcy Judge

cc: See attached Service List



