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Hei ne Feedl ot Conpany (debtor) appeals from the district
court's! decision denying its Mdition to Conpel |nterest Adjustments
on a debt owing to Farm Credit Services, also known as Production

The Honorable Lawence L. Piersol, United States D strict
Judge for the District of South Dakota.



Credit Association of the Mdlands (PCAM. W affirm

Debtor filed a voluntary petition under Chapter 11 on March 6,
1986. The bankruptcy court entered an order confirmng the Chapter
11 plan on January 27, 1988. The terns of the order incorporated
by reference a "Stipul ati on between [ PCAM and Debtors Regardi ng
Secured Status and Plan Treatnment," which obligated the debtor to
pay PCAM s renmmi ning claimof $788,672.45 over a 20-year period.
According to the agreenent, paynents included interest

at the existing variable "A" rate of the PCAM as from
time to tine may exist . . . , comencing January 1,
1988, and continui ng each year thereafter in |ike fashion
until January 1, 1997, when the final balloon paynent is
due. The parties agree that B-stock in the anpbunt of
$93, 340. 00 shall be retired by PCAM

At the tinme the parties negotiated for the variable "A"
interest rate, PCAM offered five rate classifications enunerated as
"AAA" "AA" A" "B" and "C."  Follow ng confirmation of debtor's
pl an, PCAM discontinued the "C' classification, and eventually
cancel led its al phabet pricing altogether.

On Novenber 1, 1988, PCAM notified its borrowers that interest
on all al phabetical |oans would effectively increase by .75%if the
borrower did not own B-stock. Because debtor had previously
retired its B-stock, this action raised debtor's interest rate from
11.2% to 11.95% and remained in effect until debtor paid off its
| oan.

On February 2, 1989, debtor and PCAM entered into a second
stipulation to reflect that debtor's paynent of $264,899.35 had
reduced the outstanding principal balance to $514,579.01. Adopting
| anguage from the original stipulation, the nodified stipulation
defined the applicable interest as "the variable "A rate of the
PCAM as fromtine to tine may exist." The debtor then comrenced
maki ng paynments pursuant to the terns of the nodified stipulation,
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eventual ly acquiring other financing and paying PCAM in full on
Decenber 23, 1992.

Debtor filed a Mdtion to Conpel Interest and Legal Fee
Adj ustnents on January 3, 1992, arguing that the post-confirmation
interest rates failed to reflect the "A" accrual rate as agreed
upon by the parties, and that when PCAM di scontinued its al phabet
pricing, it inmposed a new, arbitrary interest rate accrual.

On June 8, 1994, the bankruptcy court conducted a hearing on
the debtor's notion and, over PCAM s objections, allowed debtor to
i ntroduce evidence regarding the parties' understanding of what was

meant by the variable "A" rate of interest. Specifically, the
debtor, through its president, Allen Heine, was asked what rate
cl assification had been negotiated. |In response, Heine testified
that it was the "mddle rate" of all PCAM borrowers. The

bankruptcy court rejected PCAM s objection that this testinony was
i mproper parol evidence, and accordingly entered an order granting
debtor's notion to conpel interest adjustnents and awardi ng debt or
$20, 044. 68, plus interest.

On appeal, the district court reversed the decision of the
bankruptcy court and denied debtor's notion to adjust the interest.
The court ruled that the bankruptcy court |acked jurisdiction to
determ ne the reasonableness of the interest rate and that the
bankruptcy court erred in permtting the debtor to testify as to
the parties' intentions regarding the negotiated "A" rate of
i nterest.

On appeal, debtor first challenges the district court's
concl usion that the bankruptcy court did not have jurisdiction to
consi der the "reasonabl eness" of the "A" interest rate. Debt or
argues that the January 27, 1988 order confirmng the plan and
di scharging the debtor explicitly allowed the bankruptcy court to
retain jurisdiction to determne if post-confirmati on paynents were
reasonabl e and that such post-confirmation paynments renai ned

- 3-



subject to court approval. Paragraph 4B of the order provided:

Any such paynent nmade before confirmation of the plan is
reasonable; or if such paynent is to be fixed after
confirmation of the plan, such paynent is subject to the
approval of the court as reasonabl e.

Whi | e we acknow edge that a bankruptcy court may explicitly
retain jurisdiction in the plan itself related to its
admnistration and interpretation, United States v. Unger, 949 F.2d
231, 234 (8th Gr. 1991), we reject debtor's argunent that
par agr aph 4B of the order conferred upon the bankruptcy court the

jurisdiction to determ ne the reasonabl eness of the "A" interest
rate. Paragraph 4B allowed the court to only determne the
reasonabl eness of paynents "fixed after confirmation of the plan.”
However, in the present case, the parties agreed prior to
confirmation that the variable "A" interest rate would apply. As
such, the inposition of the variable "A" interest rate was fixed by
agreenent of the parties prior to confirmati on and the bankruptcy
court was without jurisdiction to determne its reasonabl eness.

W also reject debtor's argunent on appeal that the paro
evidence rule does not preclude the debtor from explaining the
ternms and conditions of the stipulation. Here, the district court
determ ned that the bankruptcy court erred when it allowed paro
evidence to be introduced in the formof debtor's testinony about
the negotiations culmnating in the original stipul ation
specifically that the "A" interest rate actually nmeant the "m ddl e
rate” of interest charged to all PCAM borrowers.

Under South Dakota law, "[t]he execution of a contract in
witing, whether the law requires it to be witten or not,
supersedes all the oral negotiations or stipulations concerning its
matter which preceded or acconpanied the execution of the
i nstrunent."” S.D. Codified Laws Ann. 8§ 53-8-5. Further, the
"written agreenent supersedes all previous understandi ngs and the
intent of the parties nust be ascertained therefrom except, of
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course, in cases involving fraud, m stake or anbiguity." Quick v.
Bakke, Kopp, Ballou & MFarlin, Inc., 380 N W2d 364, 366 (S.D
1986). A witing is considered anbiguous when it is reasonably

capabl e of being understood in nore than one sense. |d.

Here, the language in the original stipulation is not
anbi guous. The stipulation clearly stated that debtor woul d nake
paynents "including interest at the existing variable "A rate of
the PCAM as fromtine to tinme may exist (the present rate is 10. 9%
per annum." The parties' witten agreenent expressly recogni zed
that the "A" rate was variable and would change "from tine to
time." The parties did not state, as they could have, that debtor
was entitled to the "mddle rate of all PCAM borrowers,"” but only
that they agreed upon the variable "A" rate. Mor eover, the
agreenent of the parties to adopt a variable "A" rate was further
acknow edged in the second, nodified stipulation which repeated a
pertinent portion of the |anguage from the original stipulation,
again with no nention of any "mddle rate." Therefore, we agree
with the district court that the stipulation |anguage was not
anmbi guous and that the bankruptcy court erred in permtting the
debtor to testify and present evidence of its own interpretation of
t he agreenent. W also reject the argunent that PCAM s post-
confirmation cancellation of its alphabet pricing created an
anbiguity in an otherw se unanbi guous agreenent. According to the
cl ear and unanbi guous | anguage of the stipulation, the parties
agreed to a variable rate of interest, and not to a "mddle rate."
The district court did not err in concluding that debtor's notion
to conpel interest adjustnments should be denied.

Accordingly, the judgnent of the district court is affirnmed.
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