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M E M O R A N D U M O P I NI O N  

T h e  m att er  b ef or e  t his  C o urt  is  t h e  C o m pl ai nt  t o  D et er mi n e  Dis c h ar g e a bilit y  of  D e bts  

( “ C o m pl ai nt, ” D o c. N o. 1)1  fil e d b y L W B C, L L C, as s u c c ess or i n i nt er est t o D oll ar B a n k, F e d er al 

S a vi n gs B a n k ( “ L W B C ”). U p o n c o nsi d er ati o n of t h e cr e di bilit y of t h e wit n ess,  t h e pl a usi bilit y of 

t h e t esti m o n y, t h e r e c or d i n t his c as e, a n d f or t h e r e as o ns s et f ort h h er ei n, t his C o urt fi n ds t h at b ot h 

D e bt or  S a m u el  A.  R os e n b er g  a n d  D e bt or  C hristi n e  E.  R os e n b er g  m ust  b e  d e ni e d  a  dis c h ar g e  

p urs u a nt t o 1 1 U. S. C. § 7 2 7( a)( 4)( A).  

 
1    P urs u a nt t o 2 8 U. S. C. § § 1 5 7 a n d 1 3 3 4, t his C o urt h as s u bj e ct m att er j uris di cti o n. T his is a c or e pr o c e e di n g 
p ur s u a nt t o 2 8 U. S. C. § 1 5 7( b)( 2)( J). F urt h er m or e, t h e p arti e s sti p ul at e t h at t his m att er is a c or e m att er u p o n w hi c h t h e 
b a n kr u pt c y c o urt m a y e nt er fi n al j u d g m e nt. S e e J oi nt St at us R e p o rt , D o c. N o. 1 8 at ¶ 3.  
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B a c k g r o u n d a n d P r o c e d u r al Hist o r y 

O n A pril 2, 2 0 2 1, S a m u el A. R os e n b er g ( “ D e bt or H us b a n d ”) a n d C hristi n e E. R os e n b er g 

( “ D e bt or  Wif e ”)  ( c oll e cti v el y,  t h e  “ D e bt ors ”),  fil e d  a  v ol u nt ar y  p etiti o n  s e e ki n g  r eli ef  u n d er  

C h a pt er 7 of t h e B a n kr u pt c y C o d e (t h e “ M ai n C as e, ” C as e N o. 2 1- 2 0 7 9 1- C M B). T h e C h a pt er 7 

Tr ust e e ( “ Tr ust e e ”), R os e m ar y C. Cr a wf or d, h e l d a M e eti n g of Cr e dit ors, as r e q uir e d u n d er 1 1 

U. S. C. § 3 4 1, o n M a y 1 0, 2 0 2 1 ( “ M e eti n g of Cr e dit ors ”). At or ar o u n d t h e ti m e  of t h e M e eti n g of 

Cr e dit ors, ass ets w er e dis c o v er e d t h at w er e eit h er n ot i niti all y dis cl os e d or w er e dis cl os e d b ut t h er e 

w as a q u esti o n as t o t h eir v al u e. T h e Tr ust e e w as i n v ol v e d i n i n v esti g ati n g t h es e ass ets.  

I n t h e m e a nti m e, o n A u g ust 2 3, 2 0 2 1, L W B C, as a cre dit or of t h e D e bt ors, c o m m e n c e d t his 

a d v ers ar y  pr o c e e di n g  (t h e  “ A d v ers ar y  C as e ”)  b y  fili n g  t h e  C o m pl ai nt  o bj e cti n g  t o  D e bt ors’  

dis c h ar g e  u n d er  1 1  U. S. C.  § 7 2 7( a)( 4)( A)  p urs u a nt  t o  1 1  U. S. C.  § 7 2 7( c)( 1).  I n  t h e  C o m pl ai nt,  

L W B C i d e ntifi es s e v er al p ur p ort e d misst at e m e nts a n d o missi o ns i n D e bt ors’ s c h e d ul es a n d i niti al 

st at e m e nt of fi n a n ci al aff airs ( “ S O F A ”) i n cl u di n g: ( 1) t h e a cr e a g e a n d v al u e of pr o p ert y o w n e d b y 

D e bt ors l o c at e d i n Li g o ni er, P e n n s yl v a ni a ( “ Li g o ni er Pr o p ert y ”) i n  D e bt ors’ S c h e d ule A/ B; ( 2) t h e 

o missi o ns of a n oil a n d g as l e as e a n d r el at e d r o y alti es i n D e bt ors’ S c h e d ul es G a n d I, r es p e cti v el y; 

a n d ( 3) t h e i niti al o missi o n of t hr e e fir e ar m tr a nsf er s i n D e bt ors’ S O F A. D e bt ors d e n y a n d/ or tr y t o 

e x pl ai n a w a y t h es e all e g ati o ns. S e e A ns w er t o C o m pl ai nt, D o c. N o. 8.  2   

W hil e t h e A d v ers ar y C as e w as p e n di n g, t h e Tr ust e e e nt er e d i nt o a s ettl e m e nt a gr e e m e nt 

( “ S ettl e m e nt A gr e e m e nt ”) wit h t he D e bt ors, w hi c h w as a p pr o v e d b y Or d er A p pr o vi n g Tr ust e e’s 

M oti o n t o A p pr o v e S ettl e m e nt  e nt er e d b y d ef a ult o n N o v e m b er 1 7, 2 0 2 1. S e e  D o c. N o. 5 2 i n t h e 

M ai n C as e. T h e S ettl e m e nt A gr e e m e nt pr o vi d e d f or a s u m t o b e p ai d t o t h e b a n kr u pt c y est at e i n 

 
2    U nl ess ot h er wis e n ot e d, cit ati o n s ar e t o d o c u m e nts fil e d i n A d v. N o. 2 1- 0 2 0 9 2- C M B. 



3 
 

li e u of t h e Tr ust e e s elli n g c ert ai n ass ets i d e ntifi e d t h er ei n. F urt h er, t h er e w as n o m e nti o n of a 1 1 

U. S. C. § 7 2 7 a cti o n or dis c h ar g e a bilit y s et f ort h t h er ei n. 

A tri al ( “ Tri al ”) o n t his m att er w as h el d vi a vi d e o c o nf er e n c e o n J u n e 2, 2 0 2 2. D uri n g t h e 

Tri al, L W B C’s C o u ns el pr es e nt e d L W B C’s c as e pri m aril y t hr o u g h t h e pr es e nt a ti o n of e x hi bits a n d 

t h e  e x a mi n ati o n  of  D e bt or  H us b a n d  as  a  wit n ess.  D e bt or  H us b a n d  w as  s w or n  i n  a n d  off er e d  

t esti m o n y t h at eit h er r ef ut e d t he all e g ati o ns m a d e b y L W B C i n t h e C o m pl ai nt or att e m pt e d t o 

pr o vi d e j ustifi c ati o ns f or t h e D e bt ors’ a cti o ns. Aft er L W B C c o n cl u d e d its c as e, D e bt ors pr es e nt e d 

t h eir o w n e x hi bits t o t he C o urt a n d a g ai n c all e d D e bt or H us b a n d as a wit n ess. W hil e t h e C o urt 

f o u n d D e bt or H us b a n d’s t esti m o n y at Tri al r el at e d t o t h e all e g e d misst at e m e nts a b o ut t h e a cr e a g e 

a n d v al u e of t h e Li g o ni er Pr o p ert y t o  b e cr e di bl e, it di d n ot fi n d his st at e m e nts r el at e d t o t h e i niti al 

o missi o n  of  t h e  fir e ar m  tr a nsf ers  a n d  t h e  c o m pl et e  o missi o ns  of  t h e  oil  a n d  g as  l e as e  a n d  

a c c o m p a n yi n g r o y alti es cr e di bl e. Alt h o u g h D e bt or Wif e  w as pr es e nt i n t h e s a m e r o o m as D e bt or 

H us b a n d a n d D e bt ors’ C o u ns el d uri n g t h e Tri al,  s h e w as n ot c all e d as a wit n ess b y L W B C or 

D e bt ors’ C o u ns el. 3  

Aft er t h e Tri al, L W B C w as i nstr u ct e d t o fil e a st at e m e nt wit h t h e C o urt cl arif yi n g w h et h er 

t h e r eli ef s o u g ht u n d er 1 1 U. S. C. § 7 2 7( a)( 4)( A) w as a g ai nst b ot h D e bt or H u s b a n d a n d D e bt or Wif e, 

or o nl y D e bt or H us b a n d. S e e  Or d er , D o c. N o. 3 2. P urs u a nt t o t h e fil e d N oti c e Cl arif yi n g R eli ef 

S o u g ht b y Pl ai ntiff  ( D o c. N o. 3 6), L W B C is s e e ki n g r eli ef u n d er 1 1 U. S. C. § 7 2 7( a)( 4)( A) a g ai nst 

b ot h  D e bt or  H us b a n d  a n d  D e bt or  Wi f e.  T h er e aft er,  o n  J ul y  2 9,  2 0 2 2,  D ef e n d a nts’  Pr o p os e d  

Fi n di n gs of F a ct a n d C o n cl usi o ns of L a w  ( D o c. N o. 3 9) a n d Pl ai ntiff’s Pr o p os e d Fi n di n gs of F a ct 

a n d  C o n cl usi o ns  of  L a w  ( D o c.  N o.  4 0)  w er e  fil e d.  At  t h at  ti m e,  t his  m att er  w as  t a k e n  u n d er  

a d vis e m e nt. T his m att er is  n o w ri p e f or d e cisi o n. 

 
3   S e e Tri al Tr a n s cri pt at 4- 6. Cit ati o n s t o t h e Tr a ns cri pt of Tri al  ( D o c. N o. 3 4) tr a n s cri bi n g t h e a u di o of t h e Tri al 
s h all b e i d e ntifi e d h er ei n as “ Tri al Tr a n s cri pt ” wit h  r ef er e n c e t o t h e r el e v a nt p a g e n u m b er(s) t h er ei n. 
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Fi n di n gs of F a ct 

L W B C a n d t h e D e bt ors sti p ul at e d t o t h e f oll o wi n g b a c k gr o u n d f a cts i n t h eir  J oi nt St at us 

R e p ort  ( D o c. N o. 1 8) ( “ Sti p ul ati o n ”). I n 2 0 1 8, D oll ar B a n k, F e d er al S a vi n gs B a n k (t h e “ Ori gi n al 

L e n d er ”)  e xt e n d e d  a  st a n d b y  li n e  of  cr e dit  t o  I N P A X  A c a d e m y,  L L C 4  (t h e  “ B orr o w er ”).  S e e 

Sti p ul ati o n  at  ¶  4 .  At  t h at  ti m e,  t h e  B orr o w er  o p er at e d  a  s h o oti n g  r a n g e i n  M c C a n dl ess,  

P e n ns yl v a ni a.  S e e i d. at ¶ 1 1 . S u bs e q u e ntl y, t h e st a n d b y li n e of cr e dit w as c o n v ert e d t o a t er m l o a n 

a n d  a  n ot e  e vi d e n ci n g  t h e  st a n d b y  t er m  l o a n  w as  e x e c ut e d.  S e e  i d.  at  ¶ ¶  4,  5.  As  s e c urit y  f or  

r e p a y m e nt of all m o ni es o w e d, D ebt ors e x e c ut e d a n O p e n- E n d M ort g a g e ( “ M ort g a g e ”) i n f a v or of 

t h e Ori gi n al L e n d er gr a nti n g a m ort g a g e li e n o n D e btors’ r esi d e n c e l o c at e d at  9 1 1 C e d ar cr est C o urt, 

W e xf or d,  P A  1 5 0 9 0.  S e e  i d.  at  ¶  6.  P er  t h e  t er ms  of  t h eir  a gr e e m e nt,  t h e  D e bt ors  p ers o n all y  

g u ar a nt e e d all o bli g ati o ns a n d li a biliti es of t h e B orr o w er u n d er t h e M ort g a g e. S e e i d.  at ¶ 7. “I n or 

a b o ut A pril of 2 0 2 0, t h e B orr o w er c e as e d s u bs t a nti all y all of its b usi n ess o p er ati o ns. ” S e e i d.  at ¶ 

1 1. Aft er w ar ds, t h e M ort g a g e w as assi g n e d b y t h e Ori gi n al L e n d er t o L W B C. S e e i d.  at ¶ 1 0. T h e 

dis p ut e b et w e e n D e bt ors a n d L W B C ar os e w h e n B orr o w er a n d D e bt ors d ef a ult e d u n d er t h e t er ms 

of t h e v ari o us a gr e e m e nts f or, a m o n g ot h er r e as o ns, t h eir f ail ur e t o p a y L W B C.  S e e i d. at ¶ 1 2. 

As  i n di c at e d  a b o v e,  o n  A pril  2,  2 0 2 1,  D e bt ors  fil e d  a  v ol u nt ar y  C h a pt er  7  b a n kr u pt c y  

p etiti o n al o n g wit h t h e r e q uir e d s c h e d ul es a n d S O F A. S e e  E x hi bit A at 1- 4 5; E x hi bit B at 4 6- 5 1.5  

L W B C is c h all e n gi n g t h e D e bt ors’ dis c h ar g e d u e t o n u m er o us all e g e d misst at e m e nts a n d o missi o ns 

i n  t h e  D e bt ors’  s c h e d ul es  a n d  S O F A.  D e bt or  H us b a n d  t estifi e d  at  Tri a l  t h at  h e  pr o vi d e d  t h e  

 
4    I N P A X A c a d e m y, L L C is a pri or c o m p a n y t h at w as o w n e d b y D e bt or H u s b a n d. S e e  Tri al Tr a n s cri pt at 3 9. 
5    P er t h e Or d er e nt er e d A pril 2 1, 2 0 2 2 ( D o c. N o. 2 3), t h e C o urt i n st r u ct e d t h e p arti es t o pr e- m ar k t h eir e x hi bits 
wit h L W B C usi n g e x hi bit l ett ers a n d D e bt ors usi n g e x hi bit n u m b ers. C oll e cti v el y, L W B C’s e x hi bits n u m b er p a g es 
0 0 0 0 0 1 t hr o u g h 0 0 0 1 9 1, a n d D e bt ors’ e x hi bits n u m b er p a g es D- 1 t hr o u g h D- 2 9. T h er ef or e, r ef er e n c es h er ei n ar e m a d e 
i n a c c or d a n c e wit h t hos e p a g e n u m b ers. 
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i nf or m ati o n c o nt ai n e d wit hi n t h e fil e d s c h e d ul es; as st at e d, D e bt or Wif e di d n ot t estif y at Tri al.6  

H o w e v er, t h e D e bt ors fil e d a D e cl ar ati o n A b o ut A n I n di vi d u al D e bt or’s S c h e d ul es  a c k n o wl e d gi n g 

t h at “[i]f t w o m arri e d p e o pl e ar e fili n g t o g et h er, b ot h ar e e q u all y r es p o nsi bl e f or s u p pl yi n g c orr e ct 

i nf or m ati o n, ” a n d b ot h D e bt or H us b a n d a n d D e bt or Wif e si g n e d u n d er p e n alt y of p erj ur y t o t h e 

tr ut hf ul n ess  of  t h e  i nf or m ati o n  c o nt ai n e d  wit hi n  t h e  s c h e d ul es.  S e e  Tri al  Tr a ns cri pt  at  1 4- 1 5;  

E x hi bit A at 4 5. T his s a m e l a n g u a g e  a p p e ars wit hi n t h e fil e d S O F As, w hi c h D e bt ors als o si g n e d 

u n d er  p e n alt y  of  p erj ur y  t h at  t h e  a ns w ers  c o nt ai n e d  t h er ei n  w er e  tr u e  a n d  c orr e ct.  S e e  Tri al  

Tr a ns cri pt at 3 4- 3 5; E x hi bit B at 4 6, 5 1. 

A cr e a g e a n d V al u e of t h e Li g o ni er Pr o p ert y 

P art 1 of a S c h e d ul e A/ B f or m r e q uir es a d e bt or(s) t o dis cl os e w h et h er t h e y o w n or h a v e 

a n y l e g al or e q uit a bl e i nt er est i n a n y r esi d e n c e,  b uil di n g, l a n d, or si mil ar pr o p ert y, a n d t o a c c ur at el y 

d es cri b e e a c h s p e cifi c ass et i n d e t ail. I n t h eir fil e d S c h e d ul e A/ B, D e bt ors list t h e Li g o ni er Pr o p ert y 

as b ei n g t e n a cr es a n d h a vi n g a c urr e nt v al u e of $ 1 0, 0 0 0. S e e  E x hi bit A at 3. H o w e v er, L W B C 

all e g es t h at “[t] h e D e bt ors’ st at e m e nts r e g ar di n g t h e t ot al si z e a n d v al u e of t h e Li g o ni er Pr o p ert y 

w er e k n o wi n gl y f als e. ” S e e C o m pl ai nt at ¶ 1 9.  

B y d e e d d at e d N o v e m b er 2 6, 2 0 0 8 ( “ D e e d ”), t h e Li g o ni er Pr o p ert y w as c o n v e y e d t o t h e 

D e bt ors b y “ C hristi n e E. K n u p p, n o w b y m arri a g e C h risti n e E. R os e n b er g, ” b ei n g D e bt or Wif e, 

a n d D o n al d G. K n u p p a n d Br e n d a M. K n u p p, h us b a n d a n d wif e, b ei n g t h e D e bt or Wif e’s p ar e nts. 7  

S e e E x hi bit C at 5 2- 5 3. D es pit e listi n g t h e Li g o ni er Pr o p ert y as o nl y t e n a cr es o n t h eir S c h e d ul e 

A/ B, t h e D e e d d es cri b es t h e Li g o ni er  Pr o p ert y as c o nt ai ni n g 1 3. 4 4 9 a cr es. S e e i d.  at 5 3. Alt h o u g h 

 
6    T o t h e e xt e nt t h at D e bt or H us b a n d’s t esti m o n y c o ul d b e i nt er pr et e d t h at h e s ol el y pr o vi d e d t h e i nf or m ati o n 
wit hi n t h e s c h e d ul es t o t h e e x cl usi o n of D e bt or Wi f e’s i n p ut, t h e C o urt d o es n ot fi n d t h at cr e di bl e. S e e Tri al Tr a n s cri pt 
at 1 4. 
7    T h e D e e d st at es t h at C hristi n e E. K n u p p is t h e d a u g ht er of D o n al d G. K n u p p a n d Br e n d a M. K n u p p. S e e 
E x hi bit C at 5 3. 
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D e bt or H us b a n d a c k n o wl e d g e d t h at h e is a p art y t o  t h e D e e d a n d t h e Li g o ni er Pr o p ert y is i n d e e d 

1 3. 4 4 9 a cr es, h e t estifi e d t h at at t h e ti m e t h e b a n kr u pt c y s c h e d ul es w er e c o m pl et e d h e di d n ot k n o w 

t h at t h e Li g o ni er Pr o p ert y w as l ar g er t h a n t e n a cr es a n d h e di d n ot h a v e t h e d e e d i n his p oss essi o n 

at t h at ti m e t o st at e t h e c o ntr ar y. S e e  Tri al Tr a ns cri pt at 1 6- 1 8.   

R el ati n g t o t h e v al u e of t h e Li g o ni er Pr o p ert y, L W B C ar g u e d at Tri al t h at t h e D e bt ors k n e w 

at t h e ti m e t h e y fil e d t h eir s c h e d ul es t h at t h e Li g o ni er Pr o p ert y w as w ort h si g nifi c a ntl y m or e t h a n 

$ 1 0 0 0 p er a cr e b as e d o n t h e c o m p ar ati v e m ar k et a n al ys es fr o m L o y al h a n n a R e alt y a n d V er n o n 

R e alt y. S e e  Tri al Tr a ns cri pt at 2 1- 2 9;  E x hi bit D at 5 6- 6 9; E x hi bit E at 7 0- 9 6. T h e L o y al h a n n a 

R e alt y  a n d  V er n o n  R e alt y  c o m p ar ati v e  m ar k et  a n al ys es  ( c oll e c ti v el y,  t h e  “ M ar k et  A n al ys es ”)  

esti m at e d t h e s al e pri c e of t h e Li g o ni er Pr o p ert y t o b e a p pr o x i m at el y $ 2 8 6 8 a n d $ 3 4 1 7 p er a cr e, 

r es p e cti v el y. S e e E x hi bit D at 6 2, 6 5- 6 6; E x hi bit E at 7 5, 7 7- 7 8 . H o w e v er, D e bt or H us b a n d cl arifi e d 

t h at t h e M ar k et A n al ys es w er e n ot i n t h e D e bt ors’ p oss essi o n at t h e ti m e t h e y c o m pl et e d t h eir 

b a n kr u pt c y p etiti o n a n d w er e n ot o bt ai n e d u ntil aft er t h e M e eti n g of Cr e dit ors w h e n q u esti o ns w er e 

r ais e d b y L W B C’s C o u ns el as t o t he v al u e of t h e Li g o ni er Pr o p ert y. S e e  Tri al Tr a ns cri pt at 2 6. 

F urt h er, D e bt or H us b a n d cr e di bl y t estifi e d t h at h e esti m at e d t h e Li g o ni er Pr o p ert y’s v al u e as b ei n g 

a p pr o xi m at el y $ 1 0, 0 0 0, or $ 1 0 0 0 a n a cr e,  aft er s e e ki n g g ui d a n c e o n t he v al u e fr o m his f at h er-i n-

l a w, D o n al d G. K n u p p. S e e  Tri al Tr a ns cri pt at 2 0- 2 1. Mr. K n u p p n ot o nl y li v es o n t h e pr o p ert y 

a dj a c e nt t o t h e Li g o ni er Pr o p ert y, b ut h e is als o o n e of t h e gr a nt ors of t h e D e e d. S e e  Tri al Tr a ns cri pt 

at 2 1; E x hi bit C at 5 2. W h e n f urt h er dis c ussi n g t h e v al u e of t h e Li g o ni er Pr o p ert y, D e bt or H us b a n d 

e x pl ai n e d  t h at  t h e  pr o p ert y  is  u ni m pr o v e d,  c o m pris e d  of  w o o d e d  hillsi d es,  a n d  d o es  n ot  h a v e  

utiliti es. S e e  Tri al Tr a ns cri pt at 2 7. 

S e e mi n gl y r el yi n g o n Mr. K n u p p’s esti m ati o ns, D e bt or H us b a n d st at e d t h at h e r e p e at e dl y 

d es cri b e d t h e Li g o ni er Pr o p ert y as  t e n a cr es a n d t h e v al u e as ap pr o xi m at el y $ 1 0 0 0 p er a cr e o n f or ms 
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s u b mitt e d  t o  fi n a n ci al  i nstit uti o ns,  i n cl u di n g  t h os e  pr e p ar e d  f or  t h e  Ori gi n al  L e n d er.  S e e  Tri al  

Tr a ns cri pt at 1 8, 2 0- 2 1, 3 7- 3 8. I n s u p p ort t h er e of, i n A pril of 2 0 1 9, D e bt or H us b a n d d es cri b e d t h e 

Li g o ni er  Pr o p ert y  as  “ 1 0  A cr es  L a n d  –  Li g o ni er,  P A ”  a n d  list e d  t h e  v al u e  as  $ 1 1, 0 0 0  o n  his  

P ers o n al Fi n a n ci al St at e m e nt  t h at w as s e nt t o t h e Ori gi n al L e n d er r el ati n g t o t h e M ort g a g e. S e e  

Tri al Tr a ns cri pt at 3 6- 3 8; E x hi bit 1 at 2. Alt h o u g h t his is a $ 1 0 0 0 diff er e n c e, t h e C o urt fi n ds it 

s u bst a nti all y si mil ar e n o u g h t o cr e di bl y s u p p ort D e bt or H us b a n d’s e x pl a n ati o n. D e bt or H us b a n d 

t estifi e d t h at fi n a n ci al st at e m e nts, si mil ar t o E x hi bit 1, w er e pr e p ar e d e a c h y e ar f or t h e Ori gi n al 

L e n d er d es cri bi n g t h e Li g o ni er Pr o p ert y i n t h e s a m e f as hi o n. S e e  Tri al Tr a ns cri pt at 3 7- 3 8.  

F urt h er, D e bt or H us b a n d t estifi e d t h at e v e n  aft er o bt ai ni n g t h e M ar k et A n al ys es, alt h o u g h 

h e r e c o g ni z e d t h at r e al est at e pr of essi o n als “ h a v e v al u a bl e o pi ni o ns , ” h e still di d n ot b eli e v e t h at 

t h e tr u e v al u e of t h e Li g o ni er Pr o p ert y w o ul d b e k n o wn u ntil it w as s ol d t o a n ot h er p art y or dis p os e d 

of b y t h e C o urt d u e t o t h e c u rr e nt c o n diti o n of t h e pr o p ert y. S e e  Tri al Tr a ns cri pt at 2 6- 2 7, 4 7. 

Ulti m at el y, D e bt ors’ S c h e d ul e A/ B w as n e v er a m e n d e d t o i n di c at e t h e Li g o ni er Pr o p ert y’s a ct u al 

a cr e a g e or t o r efl e ct t h e hi g h er es ti m at e d v al u e b y t a ki n g t h e M ar k et A n al ys es i nt o c o nsi d er ati o n. 

R at h er, D e bt or H us b a n d c o nt e n ds t h at t h e i nf or m a ti o n w as pr o vi d e d t o t h e Tr ust e e i n or d er f or h er 

t o m a k e a d et er mi n ati o n. S e e i d.  T h e C o urt f o u n d D e bt or H us b an d’s t esti m o n y a n d e x pl a n ati o ns 

r el at e d t o t h e a cr e a g e a n d v al u e dis cr e p a n ci es o n t h e fil e d S c h e d ul e A/ B t o b e cr e di bl e. 

Oil a n d G as L e as e a n d R el at e d R o y alti es 

S c h e d ul e G i nstr u cts a d e bt or(s) t o dis cl os e w h et h er t h e y ar e a p art y t o a n e x e c ut or y c o ntr a ct 

or u n e x pir e d l e as e. I n t h e c as e at h a n d, D e bt ors c h e c k e d t h e b o x i n di c ati n g t h at t h e y w er e n ot  a 

p art y t o a n e x e c ut or y c o ntr a ct or a n u n e x pir e d l e as e. S e e  E x hi bit A at 3 2. D es pit e n ot listi n g a n y 

e x e c ut or y c o ntr a cts or u n e x pir e d l e as es o n t h eir fil e d S c h e d ul e G, D e bt ors ar e i n f a ct l ess ors u n d er 

a P ai d- U p Oil a n d G as L e as e ( “ Oil a n d G as L e as e ”)  e x e c ut e d i n f a v or of X T O E n er g y I n c., w hi c h 
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d es cri b es t h e Li g o ni er Pr o p ert y a n d r ef er e n c es t h e D e e d. S e e  E x hi bit F at 9 7- 1 0 4; Tri al Tr a ns cri pt 

at 2 9- 3 0. D e bt ors j oi ntl y e nt er e d i nt o t h e Oil a n d G as L e as e aft er  t h e D e e d c o n v e y e d t h e Li g o ni er 

Pr o p ert y t o t h e m as h us b a n d a n d wif e. S e e i d.  Alt h o u g h t h e Oil a n d G as Le as e h a d a n i niti al t er m 

of 5 y e ars, c o m m e n ci n g A pril 1 0, 2 0 0 9, D e bt or H us b a n d c o nfir m e d at Tri al t h at t h e l e as e w as i n 

f ull f or c e a n d eff e ct at t h e ti m e t h e D e bt ors fil e d t h ei r s c h e d ul es d u e t o o n g oi n g o p er ati o ns. S e e  

E x hi bit F at 9 7; Tri al Tr a ns cri pt at 3 0. L W B C all e g es t h at “[t] h e D e bt ors’ o missi o ns r e g ar di n g [t h e 

Oil a n d G as L e as e], i n cl u di n g t h e e xist e n c e of t h e af or es ai d l e as e a n d all i n c o m e d eri v e d t h er efr o m, 

w er e k n o wi n gl y f als e. ” S e e C o m pl ai nt at ¶ 2 7.  

Dir e ctl y r el at e d t o t h e D e bt ors’ o missi o n of  t h e Oil a n d G as L e as e o n t h eir S c h e d ul e G, 

S c h e d ul e I dir e cts a d e bt or(s) t o  dis cl os e all m o nt hl y i n c o m e w hi c h w o ul d i n cl u d e a n y a n d all 

r o y alt y  p a y m e nts  p ai d  i n  a c c or d a n c e  wit h  a n  a cti v e  oil  a n d  g as  l e as e.  D es pit e  o mitti n g  all  

i nf or m ati o n r el at e d t o a n y r o y alty i n c o m e o n t h eir fil e d S c h e d ul e I, D e bt or H us b an d a d mitt e d t h at 

D e bt ors h a v e r e c ei v e d r o y alti es u n d er t h e Oil a n d G as L e as e si n c e at l e ast 2 0 1 7. S e e  E x hi bit A at 

3 9- 4 1; Tri al Tr a ns cri pt at 3 1. R at h er t h a n r a n d o m or s p or a di c r o y a lt y p a y m e nts, w hi c h w o ul d still 

h a v e t o b e dis cl os e d o n a d e bt or’s S c h e d ul e I, D e bt ors r e c ei v e c o nsist e nt m o nt hl y r o y alt y c h e c ks 

fr o m X T O E n er g y, I n c., t h e l ess e e of t h e Oil a n d G as L e as e, al o n g wit h c o or di n ati n g st at e m e nts. 

S e e  E x hi bit G at 1 0 5- 1 9 1. At Tri al, D e bt or H us b a n d i n di c at e d t h at t h e D e bt ors r e c ei v e d r o y alt y 

c h e c ks b ot h t hr e e d a ys b ef or e t h e fili n g of t h e M ai n C as e a n d t w e nt y- ei g ht d a ys aft er w ar d. S e e  

E x hi bit G at 1 4 7, 1 4 9; Tri al Tr a ns cri pt at 3 1- 3 2. H e  esti m at e d t h at t h e a n n u al r o y alti es g e n er at e d 

b y t h e Oil a n d G as L e as e f or t h e y e ars 2 0 2 1 a n d 2 0 2 2 w o ul d li k el y r a n g e b et w e e n $ 8 0 0 a n d $ 1 7 0 0. 

S e e  Tri al Tr a ns cri pt at 3 2.  

E v e n t h o u g h D e bt or H us b a n d m a d e t h es e a d miss i o ns o n t h e r e c or d, D e bt ors still f ail e d t o 

list t h e r o y alt y i n c o m e o n t h eir fil e d S c h e d ul e I. S e e  E x hi bit A at 3 9- 4 1; Tri al Tr a ns cri pt at 3 2. 
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W hil e  D e bt or  H us b a n d  a c k n o wl e d g e d  at  Tri al  t h at  t h e  Oil  a n d  G as  L e as e  s h o ul d  h a v e  b e e n  

dis cl os e d, t h e s c h e d ul es w er e n e v er a m e n d e d t o c orr e ct t h es e err ors.  S e e E x hi bit A at 3 2, 3 9- 4 1; 

Tri al Tr a ns cri pt at 3 0, 4 7- 4 8. I nst e a d, D e bt or H us b a n d e x pl ai n e d t h at c o pi es of t h e o mitt e d Oil a n d 

G as L e as e a n d r o y alt y st at e m e nts w e r e o nl y pr o vi d e d t o t h e Tr ust e e aft er t h e M e eti n g of Cr e dit ors. 

S e e  Tri al Tr a ns cri pt at 4 2. T h e c o m pl et e f ail ur e of t h e D e bt ors t o pr o vi d e a n y e x pl a n ati o n, l et al o n e 

a pl a usi bl e e x pl a n ati o n, f or t h e o m issi o ns of t h e Oil a n d G as L e as e a n d r el at e d r o y alti es o n D e bt ors’ 

S c h e d ul es G a n d I is si g nifi c a nt. F urt h er, t h e e x pl a n ati o n f or t h e f ail ur e t o a m e n d is u n c o n vi n ci n g. 

Fir e ar m Tr a nsf ers  

  P art 7 of a S O F A r e q uir es a d e bt or(s) t o dis cl os e all tr a nsf ers of pr o p ert y m a d e wit hi n t w o 

y e ars  of  fili n g  f or  b a n kr u pt c y,  ot h er  t h a n  pr o p ert y  tr a n sf err e d  i n  t h e  or di n ar y  c o urs e  of  o n e’s  

b usi n ess or fi n a n ci al aff airs. I n D e bt ors’ i niti all y fil e d S O F A, t h e D e bt ors a ns w er e d “ N o ” t o t his 

q u esti o n. S e e E x hi bit  B  at  4 9.  H o w e v er,  c o ntr ar y  t o  t h eir  ori gi n al  a v erm e nt,  i n  2 0 2 0  D e bt ors  

tr a nsf err e d t hr e e fir e ar ms, a K elt e c K S G 1 2- g u a g e s h ot g u n, a T a v or X 9 5 rifl e, a n d a St e yr S c o ut 

b olt- a cti o n rifl e, t o t hir d p arti es f or a t ot al p ur c h as e pri c e of $ 3 7 5 0. S e e  Tri al Tr a ns cri pt at 3 3- 3 4; 

E x hi bit 3 at 1 6. L W B C all e g es t h at “[t] h e st at e m e nts m a d e b y t h e D e bt ors i n t h eir St at e m e nt of 

Fi n a n ci al Aff airs r el at e d t o t h e pr e- p etiti o n tr a nsf er of t h e [f]ir e ar ms w er e k n o wi n gl y f als e. ” S e e 

C o m pl ai nt at ¶ 3 3.  

D e bt or H us b a n d t estifi e d t h at  it w as o nl y aft er L W B C’s C o u ns el r ais e d q u esti o ns at t h e 

M e eti n g of Cr e dit ors as t o w h et h er all fir e ar m tr a nsf ers w er e dis cl os e d o n t h e i niti al S O F A t h at 

D e bt ors r e ali z e d t h e pr e vi o us fi r e ar m tr a nsf ers h a d b e e n o mitt e d. S e e  Tri al Tr a ns cri pt at 3 9- 4 0. 

H o w e v er, D e bt ors ar e n ot ar ms d e al ers w h er e t h e a c ci d e nt al n o n dis cl os ur e of t hr e e fir e ar m tr a nsf ers 

m a y n ot b e r e a dil y a p p ar e nt. O n J u n e 1 8, 2 0 2 1, b e i n g 3 9 d a ys aft er t h e M e eti n g of Cr e dit ors, 

D e bt ors’ S O F A w as a m e n d e d t o i n cl u d e t h e t hr e e fir e ar m tr a nsf ers. S e e  Tri al Tr a ns cri pt at 3 4; 
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E x hi bit 3 at 1 6. T h e t esti m o n y est a blis h es t h at t h e s c h e d ul es w er e r e p e at e dl y r e vi e w e d f or t h e 

i n cl usi o n of fir e ar ms. S e e  Tri al Tr a ns cri pt at 4 0. N o n et h el ess, t h e fir e ar m tr a nsf ers w er e o mitt e d. 

D e bt ors f ail e d t o pr o vi d e a cr e di b l e e x pl a n ati o n as t o w h y t h e fir e ar m tr a nsf ers w er e o mitt e d fr o m 

t h e i niti all y fil e d S O F A or gi v e a j ustifi c ati o n as t o w h y t h es e tr a nsf ers w er e o nl y dis cl os e d aft er 

L W B C’s C o u ns el q u esti o n e d t h e D e bt ors at t h e M e eti n g of Cr e dit ors . B as e d o n t h e f or e g oi n g f a cts, 

t h e C o urt c o nsi d ers L W B C’s o bj e cti o n t o D e bt ors’ dis c h ar g e. 

C o n cl usi o ns of L a w 

  As s et f ort h i n t h e C o m pl ai nt, L W B C is o bj e cti n g t o t h e D e bt ors’ dis c h ar g e p urs u a nt t o 1 1 

U. S. C. § 7 2 7( a)( 4)( A). “ Alt h o u g h o bj e cti o ns t o dis c h a r g e ar e li b er all y c o nstru e d i n f a v or of t h e 

d e bt or,  a  dis c h ar g e  is  a  pri vil e g e  i nt e n d e d  o n l y  f or  t h e  h o n est  b ut  u nf ort u n at e  d e bt or. ”  S e e 

M ar c hit ell o  v.  G uti err ez  (I n  r e  G uti err ez) ,  6 3 6  B. R.  6 2 4,  6 3 2  ( B a n kr. W. D. P a.  2 0 2 2)  ( citi n g  

M el ar a g n o v. L y br o o k (I n r e L y br o o k) , 5 4 4 B. R. 5 3 7, 5 4 3 ( B a n kr. W. D. P a. 2 0 1 5)). A dis c h ar g e 

m a y o nl y b e d e ni e d i n e xtr a or di n ar y cir c u mst a n c es. S e e i d.  ( citi n g L e pr e v. Milt o n  (I n r e Milt o n), 

5 9 5 B. R. 6 9 9, 7 0 9 ( B a n kr. W. D. P a. 2 0 1 9)). S e cti o n 7 2 7( a)( 4)( A) m a n d at es t h e d e ni al of a d e bt or’s 

dis c h ar g e if “t h e d e bt or k n o wi n gl y a n d fr a u d ul e ntl y, i n or i n c o n n e cti o n wit h  a c as e … m a d e a f als e 

o at h or a c c o u nt[.] ” T his pr o visi o n’s i nt e nti o n is “t o e n s ur e t h at t h e d e bt or  pr o vi d es h o n est a n d 

r eli a bl e i nf or m ati o n t o t h e tr ust e e a n d ot h ers i nt er est e d i n t h e a d mi nistrati o n of t h e b a n kr u pt c y 

est at e wit h o ut t h eir h a vi n g t o c o n d u ct c ostl y i n v esti g ati o ns t o dis c o v er t h e d e bt or’s tr u e fi n a n ci al 

c o n diti o n. ” S e e  G uti err ez ,  6 3 6  B. R.  at  6 3 2  ( q u oti n g  W al n ut  M e a d o ws,  L L C  v.  Tz a b ari  (I n  r e  

Tz a b ari) , 6 2 2 B. R. 3 3 2, 3 4 0 ( B a n kr. E. D. P a. 2 0 2 0)). T o bri n g a s u c c essf ul § 7 2 7( a)( 4)( A) a cti o n, 

L W B C m ust pr o v e t h e f oll o wi n g el e m e nts  b y a pr e p o n d er a n c e of t h e e vi d e n c e: 

( 1) t h e d e bt or m a d e a st at e m e nt u n d er o at h; 

( 2) t h e st at e m e nt w as f als e; 
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( 3) t h e d e bt or k n e w t h e st at e m e nt w as f als e; 

( 4) t h e d e bt or m a d e t h e st at e m e nt wit h t h e i nt e nt t o d e c ei v e; a n d 

( 5) t h e st at e m e nt r el at e d m at eri all y t o t h e b a n kr u pt c y c as e. 

S e e i d. at 6 3 2- 3 3 ( citi n g  L y br o o k, 5 4 4 B. R. at 5 4 4). B as e d o n t h e f or e g oi n g, t h e C o urt c o nsi d ers t h e 

t esti m o n y  of  D e bt or  H us b a n d,  t h e  a d mitt e d  e x hi bits,  a n d  t h e  r e c or d  i n  t his  c as e  t o  d et er mi n e  

w h et h er t h e a b o v e el e m e nts ar e m et.  

T h e C o urt c h o os es t o c oll e cti v el y a d dr ess t h e first el e m e nt, b e i n g t h at “t h e d e bt or m a d e a 

st at e m e nt  u n d er  o at h. ”  S e e  i d .  As  dis c uss e d  i n  m or e  d et ail  a b o v e,   

L W B C i d e ntifi e d s e v er al misst at e m e nts a n d o missi o ns  i n D e bt ors’ s c h e d ul es a n d S O F A i n cl u di n g 

t h e a cr e a g e a n d v al u e of t h e Li g o nier Pr o p ert y i n D e bt or s’ S c h e d ul e A/ B, t h e o missi o ns of t h e Oil 

a n d G as L e as e a n d r el at e d r o y alti es i n D e bt ors’ S c h e d ul es G a n d I, r es p e cti v el y, a n d t h e i niti al 

o missi o n of t hr e e fir e ar m tr a nsf ers i n D e bt ors’  S O F A. T h e s c h e d ul es an d S O F As w er e si g n e d b y 

b ot h D e bt or H us b a n d a n d D e bt or Wif e. T h e first el e m e nt is e asil y m et i n r el ati o n t o e a c h of t h e 

a b o v e  i d e ntifi e d  misst at e m e nts  as  st at e m e nts  a n d  o missi o ns  m a d e  wit hi n  fil e d  s c h e d ul es  a n d  

st at e m e nts of fi n a n ci al aff airs ar e st at e m e nts m a d e u n d er o at h a n d t h us c a n l e a d t o d e ni al of a 

dis c h ar g e f or t h e p ur p os es of § 7 2 7( a)( 4)( A). S e e L y br o o k , 5 4 4 B. R. at 5 4 4. T h e C o urt will als o 

c o nsi d er all st at e m e nts m a d e b y D e bt or H us b a n d u n d e r o at h d uri n g t h e Tri al. 

A cr e a g e a n d V al u e of t h e Li g o ni er Pr o p ert y 

I n t h eir S c h e d ul e A/ B, D e bt ors list e d t h e Li g o ni er Pr o p ert y as t e n a cr es a n d h a vi n g a c urr e nt 

v al u e of $ 1 0, 0 0 0. T h e C o urt fi n ds t h at t h es e st at e m e nts m a d e u n d er o at h c o n c er ni n g t h e Li g o ni er 

Pr o p ert y ar e f als e. T h e D e e d d es cri b es t h e pr o p ert y as c o nt ai ni n g 1 3. 4 4 9 a cr es a n d t h e o bt ai n e d 

M ar k et A n al ys es esti m at e t h e v al u e of t h e pr o p ert y as b ei n g m u c h hi g h er t h a n $ 1 0, 0 0 0. Als o, 

D e bt or H us b a n d a c k n o wl e d g e d d uri n g t h e Tri al t h at t h e Li g o ni er Pr o p e rt y c o nt ai ns 1 3. 4 4 9 a cr es 



1 2 
 

a n d n ot t e n a cr es, as dis cl os e d o n t h e D e bt ors’ S c h e d ul e A/ B. Wit h t his i n mi n d, t h e C o urt m ust 

c o nsi d er w h et h er t h es e f als e st at e m e nts w er e k n o w i n gl y f als e or t h e r es ult of a n h o n estl y h el d 

b eli ef.  

A d e bt or k n o wi n gl y m a k es a f als e st at e m e nt if t h e d e bt or k n o w s t h e st at e m e nt t o b e f als e, 

t h e d e bt or m a k es t h e st at e m e nt with o ut b eli ef i n its tr ut h, or t h e st at e m e nt is m a d e wit h r e c kl ess 

disr e g ar d f or t h e tr ut h. S e e Tz a b ari , 6 2 2 B. R. at 3 4 0. I n t his c as e, D e bt or H us b a n d cr e di bl y t estifi e d 

t h at  it  w as  his  u n d erst a n di n g  at  t h e  ti m e  of  c om pl eti n g  t h e  s c h e d ul es,  t h at  t h e  pr o p ert y  w as  

a p pr o xi m at el y t e n a cr es. A d diti o n all y, D e bt or H us b a n d b eli e v a bl y t estifi e d t h at h e r eli e d o n t h e 

a d vi c e of his f at h er-i n-l a w w h e n  esti m ati n g t h e a p pr o xi m at e v al u e of t h e Li g o nier Pr o p ert y. D u e t o 

t h e f a ct t h at D e bt or H us b a n d’s f at h er-i n-l a w liv es a dj a c e nt t o t h e Li g o ni er Pr o p ert y, a n d b e c a us e 

t h e f at h er-i n-l a w pr e vi o usl y o w n e d t h e pr o p ert y an d w as o n e of t h e gr a nt ors of t h e D e e d, it is 

pl a usi bl e t h at D e bt or w o ul d b as e  his ass ess m e nt of v al u e o n his f at h er-i n-l a w’s esti m ati o n. R el yi n g 

o n D e bt or H us b a n d’s u n d erst a n di n g of t h e esti m at e d a cr e a g e a n d v a l u e of t h e Li g o ni er Pr o p ert y, it 

w as  als o  r e g ul arl y  r e p ort e d  b y  t h e  D e bt ors  o n  r e q uir e d  fi n a n ci al  f or ms  t h at  t h e  pr o p ert y  w as  

a p pr o xi m at el y t e n a cr es a n d w ort h $ 1 1, 0 0 0. T his t o o e vi d e n c es a l a c k of i nt e nt t o d e c ei v e as t h e 

a m o u nt is s u bst a nti all y si mil ar t o t h e a m o u nt s et f ort h i n t h e s c h e d ul e. 

Alt h o u g h  t h e  D e bt ors  o bt ai n e d  M ar k et  A n al ys es  esti m ati n g  t h e  v al u e  of  t h e  Li g o ni er  

Pr o p ert y as b ei n g si g nifi c a ntl y hi g h er t h a n $ 1 0 0 0 p e r a cr e, t h es e w er e n ot o bt ai n e d u ntil aft er t h e 

M e eti n g of Cr e dit ors a n d w er e n o t i n t h e D e bt ors’ p oss essi o n at t h e ti m e t h eir S c h e d ul e A/ B w as 

c o m pl et e d. I n a d diti o n, D e bt or H us b a n d st at e d t h at e v e n aft er r e c e i vi n g t h e M ar k et A n al ys es, w hil e 

h e a c k n o wl e d g e d t h at t h e y ar e b as e d o n t h e “ v al u a bl e o pi ni o ns ” of r e al est a t e a g e nts, h e di d n’t 

b eli e v e t h at t h e tr u e v al u e of t h e Li g o ni er Pr o p ert y w o ul d b e k n o wn u ntil t h e pr o p ert y w as s ol d. 

D u e t o t h e c urr e nt st at e of t h e pr o p ert y, b ei n g u ni m pr o v e d, c o m pris e d of w o o d e d hillsi d es, a n d 
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wit h o ut utiliti es, it is c o n c ei v a bl e t h at D e bt ors w o ul d b eli e v e t h at t h e y w o ul d n e e d t o fi n d a v er y 

s p e cifi c  b u y er  f or  t h e  Li g o ni er  Pr o p ert y  a n d  t h at  t h e  c h ar a ct eristi cs  of  t h e  pr o p ert y  c o ul d  

s u bst a nti all y d e cr e as e t h e off er pri c e fr o m a p ot e nti al b u y er.  

 T h e cr e di bl e t esti m o n y of D e bt or H us b a n d r el ati n g t o t h e Li g o ni er Pro p ert y, c o u pl e d wit h 

t h e f a ct t h at D e bt ors r e p e at e dl y d es cri b e d t h e Li g o ni er Pr o p ert y t h e s a m e w a y o n f or ms s u b mitt e d 

t o fi n a n ci al i nstit uti o ns, i n cl u di n g p ers o n al fi n a n ci al st at e m e nts t h at w er e a c c e pt e d b y t h e Ori gi n al 

L e n d er  r el ati n g  t o  t h e  M ort g a g e,  p ers u a d es  t h e  C o urt  t h at  t h e  D e bt ors  di d  n ot  k n o wi n gl y  

misr e pr es e nt t h e a cr e a g e a n d v al u e of t h e pr o p ert y. R at h er t h e C o urt b eli e v es t h at t h es e st at e m e nts 

w er e m a d e as t h e r es ult of h o n estl y h el d b eli efs. T h er ef or e, t h e C o urt fi n ds t h at t h e D e bt ors di d n ot 

k n o wi n gl y m a k e a f als e st at e m e nt o n t h eir s c h e d ul es wit h r e g ar d t o t h e Li g o ni er Pr o p ert y. B as e d 

o n t h e f or e g oi n g, t h e C o urt will n ot a d dr ess t h e r e m ai ni n g el e m e nts t h at n e e d t o b e pr o v e n u n d er 

§ 7 2 7( a)( 4)( A) as f ar as t h e y r el at e t o t h e a cr e a g e a n d v al u e of t h e Li g o ni er Pr o p ert y. 

Oil a n d G as L e as e a n d R el at e d R o y alti es 

D e bt ors i n di c at e d o n t h eir fil e d S c h e d ul e G t h at  t h e y w er e n ot a p art y t o a n e x e c ut or y 

c o ntr a ct or u n e x pir e d l e as e at t h e ti m e t h e y fil e d f or b a n kr u pt c y a n d di d n ot list a n y l e as e-r el at e d 

i n c o m e o n t h eir S c h e d ul e I. T h e Co urt fi n ds t h at t h es e st at e m e nts m a d e u n d er o at h ar e f als e. D e bt ors 

ar e i n f a ct l ess ors u n d er t h e Oil a n d G as L e as e a n d c o nsist e ntl y r e c ei v e m o nt hl y r o y alt y p a y m e nts. 

As  a  r es ult,  t h e  D e bt ors  m a d e  f als e  st at e m e nts  o n  t h eir  fil e d  S c h e d ul es  G  a n d  I  d u e  t o  t h es e  

st at e m e nts/ o missi o ns.  

  As f or t h e t hir d el e m e nt of t h e § 7 2 7( a)( 4)( A) a n al ysis, a n o bj e cti n g p art y m a y als o pr o v e 

t h at  t h e  d e bt or  k n o wi n gl y  m a d e  a  f als e  st at e me nt  b y  d e m o nstr ati n g  t h at  t h e  d e bt or  k n e w  t h e  

st at e m e nt at iss u e w as f als e b ut n o n et h el ess i nt e nti o n all y s w or e t o its tr ut hf ul n ess. S e e Tz a b ari , 6 2 2 

B. R.  at  3 4 0  ( citi n g  Gi a ns a nt e  &  C o b b,  L L C  v.  Si n g h  (I n  r e  Si n g h) ,  4 3 3  B. R.  1 3 9,  1 5 4  
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( B a n kr. E. D. P a.  2 0 1 0)).  D e bt ors  k n e w  t h at  t h e y  w er e  l ess ors  u n d er  t h e  Oil  a n d  G as  L e as e  a n d  

t h er ef or e  k n e w  t h at  t h e  s u b mitt e d  s c h e d ul es  w er e  k n o wi n gl y  f als e  d u e  t o  t h e  a b o v e-st at e d  

o missi o ns. T h e Oil a n d G as L e as e is  n ot a hist ori c al l e as e t h at w as e x e c ut e d y e ars pri or t o t h e 

D e bt ors’ o w n ers hi p. T o t h e c o ntr a r y, D e bt ors j oi ntl y e x e c ut e d t h e Oil a n d G as L e as e l ess t h a n fi v e 

m o nt hs aft er  t h e D e e d w as e x e c ut e d c o n v e yi n g t h e Li g o nier Pr o p ert y t o t h e m as h us b a n d a n d wif e. 

F urt h er, D e bt or H us b a n d c o nfir m e d at Tri al t h at t h e Oil a n d G as L e as e w as i n eff e ct at t h e ti m e t h e 

s c h e d ul es w er e fil e d d u e t o o n g oi n g o p er ati o ns. It is  n ot e w ort h y t h at t h e D ebt ors r e c ei v e d r o y alt y 

p a y m e nts a n d c o or di n ati n g st at e m e nts b ot h t hr e e d a ys b ef or e fi li n g f or b a n kr u pt c y, a n d t w e nt y-

ei g ht d a ys aft er t h e fili n g, a n d y et still f ail e d t o dis cl os e a n y i nf or m ati o n p ert ai ni n g t o t h e Oil a n d 

G as L e as e o n t h eir s c h e d ul es. T h er ef or e, t h er e is  n o q u esti o n t h at, gi v e n t he a b o v e f a cts, D e bt ors 

k n e w t h e y w er e l ess ors u n d er t h e Oil a n d G as L e as e, t h e y w er e gi v e n m o nt hl y r e mi n d ers of t h eir 

s c h e d ul e o missi o ns b y w a y of t h e iss u e d r o y alt y c h e c ks a n d st at e m e nts, a n d y et still f ail e d t o l at er 

a m e n d  t h eir  s c h e d ul es  t o  c orr e ct  t h es e  f als e  st at e m e nts.  At  t h e  v er y  l e ast,  t his  d e m o nstr at es  a  

r e c kl ess disr e g ar d f or t h e tr ut h. T h er ef ore, t his el e m e nt h as b e e n s atisfi e d.  

Wit h r es p e ct t o t h e f o urt h el e m e nt of w h et h er t h er e w as a n i nt e nt t o d e c ei v e, a C o urt m a y 

i nf er fr a u d ul e nt i nt e nt as 

[t] h e pr o bl e ms i n h er e nt i n as c ert ai ni n g w h et h er a d e bt or h as a ct e d wit h fr a u d ul e nt 
i nt e nt ar e o b vi o us. Or di n arily, t h e d e bt or will b e t h e o nl y p ers o n a bl e t o t estif y 
dir e ctl y c o n c er ni n g his i nt e nt . B e c a us e a d e bt or is u nli k el y t o t estif y dir e ctl y t h at 
his i nt e nt w as fr a u d ul e nt, t h e c o urts m a y d e d u c e fr a u d ul e nt i nt e nt  fr o m all t h e f a cts 
a n d cir c u mst a n c es of a c as e. 
 

S e e W a c h o vi a B a n k, N. A. v. S pit k o (I n r e S pit k o) , 3 5 7 B. R. 2 7 2, 3 1 4 ( B a n kr. E. D. P a. 2 0 0 6) ( q u oti n g 

Willi a ms o n v. Fir e m a n’s F u n d I ns. C o. (I n r e Willi a ms o n), 8 2 8 F. 2 d 2 4 9, 2 5 2 ( 4t h Cir. 1 9 8 7)). 

Aft er c o nsi d eri n g t h e f a cts of t his c as e, s p e cifi c a ll y t h at D e bt or H us b a n d a d mitt e d t h at t h e Oil a n d 

G as L e as e a n d r el at e d r o y alti es s h o ul d h a v e b e e n list e d i n t h eir s c h e d ul es, a n d t h e D e bt ors f ail e d 
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t o i niti all y list t h e m a n d f ail e d t o fil e a m e n d e d s ch e d ul es t o c orr e ct t h es e o missi o ns, t h e C o urt i nf ers 

t h at t h e D e bt ors m ust h a v e h a d, a n d di d h a v e, a fr au d ul e nt i nt e nt w h e n t h e y o mitt e d t h e m fr o m t h eir 

s c h e d ul es. D e bt or H us b a n d f ail e d t o gi v e a n y ot h er cr e di bl e e x pl a n ati o n f or t h e f ail ur e t o dis cl os e 

t h es e ass ets.   

T h e fi n al el e m e nt u n d er § 7 2 7( a)( 4)( A) f o c us es t h e a n al ysis o n t h e m at eri alit y of t h e f als e 

st at e m e nts  at  iss u e.  A  st at e m e nt  is  m at eri al  if  “t h e  s u bj e ct  m att er  of  t h e  f als e  o at h  ‘ b e ars  a  

r el ati o ns hi p t o t h e b a n kr u pt’s b usi n ess tr a ns a cti o ns or est at e, or c o n c er ns t h e dis c o v er y of ass ets, 

b usi n ess d e ali n gs, or t h e e xist e n c e a n d dis p ositi o n of his pr o p ert y.[’] ” S e e  L y br o o k , 5 4 4 B. R. at 5 4 8 

( q u oti n g C a dl e C o. v.  Z of k o , 3 8 0 B. R. 3 7 5, 3 8 3 ( W. D. P a. 2 0 0 7)). D e bt ors ar g u e t h at t h e l e as e 

i n c o m e  is  irr e g ul ar  a n d  irr el e v a nt.8   H o w e v er,  t his  is  si m pl y  n ot  tr u e.  D e bt ors  h a v e  r e c ei v e d  

c o nsist e nt m o nt hl y r o y alt y p a y m e nts a n d a c c o m p a n yi n g st at e m e nts si n c e at l e ast 2 0 1 7. D e bt or  

H us b a n d esti m at e d t h at t h e a n n u al r o y alti es g e n e r at e d b y t h e Oil a n d G as L e as e f or t h e y e ars 2 0 2 1 

a n d 2 0 2 2 w o ul d li k el y r a n g e b et w e e n $ 8 0 0 a n d $ 1 7 0 0. W h il e t h e C o urt r e ali z es t h at t h e r o y alt y 

i n c o m e  d o es  n ot  a m o u nt  t o  s e v er al  h u n dr e d  d oll ars e a c h  m o nt h,  it  c ert ai nl y  is  n ot  n o mi n al.  

R e g ar dl ess, “[t] h e o missi o n of ass e ts h a vi n g e v e n littl e v al u e c a n b e m at eri al, a n d pr o of of a ct u al 

h ar m t o cr e dit ors c a us e d b y t h e o missi o n is n ot n e c ess ar y. ” S e e G uti err ez , 6 3 6 B. R. at 6 3 5 ( q u oti n g 

L y br o o k , 5 4 4 B. R. at 5 4 8). T h er ef or e, t h e C o urt fi n ds t hat b e c a us e t h e o missi o ns of t h e Oil a n d G as 

L e as e a n d r o y alti es o n t h e D e bt ors’ s c h e d ul es r el at e t o or i n v ol v e o w n ers hi p i nt er ests t h at dir e ctl y 

b e ar a r el ati o ns hi p t o t h e D e bt or s’ ass ets, t h e “ m at eri alit y ” pr o n g of § 7 2 7( a)( 4)( A) h as als o b e e n 

s atisfi e d. 

 
8    S p e cifi c all y, D e bt ors ar g u e t h at “[t] h e l e as e i n c o m e is irr e g ul ar a n d irr el e v a nt f or p ur p os es of m e a ns t esti n g .... ” 
S e e D ef e n d a nts’ Pr o p o s e d Fi n di n gs of F a ct a n d C o n cl u si o n s of L a w , D o c. N o. 3 9 at ¶ 1 0 ( citi n g Tri al Tr a n s cri pt at 3 3) 
( e m p h asis a d d e d). W hil e t his ar g u m e nt r el at e d t o t h e m e a ns t est w as r ais e d i n D e bt ors’ A n s w er t o C o m pl ai nt  ( D o c. N o. 
8 at ¶ 2 6), it w as n ot r ais e d or e x pl ai n e d i n f urt h er d et ail at Tri al.  A d diti o n all y, alt h o u g h D e bt ors’ C o u n s el’s cit e d t o 
p a g e 3 3  of  t h e Tri al Tr a n s cri pt,  t h e  C o urt is  u n a bl e  t o  fi n d  m e nti o n  of  t h e  m e a n s  t est  a n y w h er e  wit hi n  t h e  Tri al  
Tr a ns cri pt, i n cl u di n g p a g e 3 3. N e v ert h el ess, t h e m e a n s t est is c o m pl et el y irr el e v a nt t o t h e iss u e of w h et h er or n ot t h e 
D e bt ors c o m pl et el y a n d a c c ur at el y dis cl os e d all of  t h eir ass ets o n t h eir s c h e d ul es a n d S O F A.  
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Fir e ar m Tr a nsf ers  

I n P art 7 of D e bt ors’ i niti all y fil e d S O F A, D e bt ors i n di c at e d t h at wit hi n t w o y e ars b ef or e 

t h e y fil e d f or b a n kr u pt c y, t h e D e bt ors di d n ot s ell or ot h er wis e tr a nsf er a n y pr o p ert y t o a n y o n e, 

ot h er  t h a n  pr o p ert y  tr a nsf err e d  i n  t h e  or di n ar y  c o urs e  of  t h eir  b usi n ess  or  fi n a n ci al  aff airs.  

N ot wit hst a n di n g t his a ns w er o n t h eir S O F A, i n 2 0 2 0 D e bt ors tr a nsf err e d t hr e e fir e ar ms, a K elt e c 

K S G 1 2- g u a g e s h ot g u n, a T a v or X 9 5 ri fl e, a n d a St e yr S c o ut b olt- a cti o n rifl e, t o t hir d p arti es f or a 

t ot al p ur c h as e pri c e of $ 3 7 5 0. T h er ef or e, t h e C o urt fi n ds t h at D e bt ors m a d e f als e st at e m e nts o n 

t h eir i niti all y fil e d S O F A d u e t o t h e o missi o n of t h es e fir e ar m tr a nsf ers. 

Wit h r es p e ct t o t h e t hir d el e m e nt of t h e § 7 2 7( a) ( 4)( A) a n al ysis, i n c o nsi d er ati o n of t h e Tri al 

t esti m o n y, t h e C o urt c o n cl u d es t h at t h e D e bt ors eit h er k n e w t h at t h e st at e m e nts i n r el ati o n t o t h e 

fir e ar m tr a nsf ers w er e f als e or m a d e t h e m wit h r e c kl ess disr e g ar d f or t h e tr ut h w h e n t h e y o mitt e d 

t h e fir e ar m tr a nsf ers o n t h eir S O F A. T h e C o urt di d n ot fi n d D e bt or H us b a n d’s t esti m o n y at Tri al 

r e g ar di n g t h es e o missi o ns cr e di bl e. D e bt or H us b a n d t estifi e d t h at t h e s c h e d ul es a n d S O F A h a d b e e n 

r e p e at e dl y r e vi e w e d t o m a k e s ur e t h er e w as a f ull dis cl os ur e of t h e fir e ar ms a n d i n di c at e d t h at t h e 

i nf or m ati o n h a d b e e n dis c uss e d wit h D e bt ors’ att or n e y b ut w as still mist a k e nl y o mitt e d. If t his w er e 

tr u e, D e bt ors w o ul d h a v e i m m e di at el y r e c o g ni z e d t h at t h e fir e ar m tr a nsf ers w er e n ot list e d b e c a us e 

t h er e w er e n o fir e ar m tr a nsf ers list e d o n t h e i niti al S O F A. B as e d o n t h e Tri al t esti m o n y, t h e C o urt 

m ust  c o n cl u d e  t h at  t h e  D e bt ors  k n e w  t h at  t h e  fir e ar m  tr a nsf ers  n e e d e d  t o  b e  dis cl os e d,  t h e  

d o c u m e nts w er e r e p e at e dl y r e vi e w e d t o e ns ur e t h at  t h e fir e ar ms w er e a d dr ess e d, D e bt ors m ust h a v e 

n oti c e d t h at t h e fir e ar m tr a nsf ers w er e i n f a ct  n ot dis cl os e d, a n d t h e D e bt ors’ S O F A w as fil e d 

wit h o ut dis cl osi n g t h os e tr a nsf ers.  A d diti o n all y, t h e Tri al t esti m o n y i nsi n u at es t h at t h er e w er e s o 

m a n y  fir e ar m  tr a nsf ers  list e d  wit hi n  t h e  S O F A  t h at  e v e n  aft er  r e p e at e dl y  r e vi e wi n g  t h e  dr aft  

d o c u m e nts,  t h e  t hr e e  s p e cifi c  fir e ar m  tr a nsf er s  o utli n e d  a b o v e  w er e  i n a d v ert e ntl y  o mitt e d.  
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H o w e v er, t his is n ot t h e c as e. D e bt ors ar e n ot ar ms d e al ers w h er e t h e a c ci d e nt al n o n dis cl os ur e of 

t h e tr a nsf er of t hr e e fir e ar ms m a y n ot b e r e a dil y a p p ar e nt t o t h e m. T h e i niti al S O F A di d n ot list a n y 

pr o p ert y tr a nsf ers at all, l et al o n e n u m er o us fir e ar m tr a nsf ers. T his c a us es t h e C o urt t o f urt h er 

q u esti o n t h e cr e di bilit y of t h e t e sti m o n y o n t his p oi nt. T h er ef or e, t h e C o urt fi n ds t h at t h e t hir d 

el e m e nt of t h e § 7 2 7( a)( 4)( A) a n al ysis h as b e e n s atisfi e d.  

R el ati n g t o w h et h er t h er e w as a n i nt e nt t o d e c ei v e, “[f]r a u d ul e nt i nt e nt m a y b e pr o v e n b y 

cir c u mst a nti al  e vi d e n c e  or  i nf err e d  fr o m  a  p att er n  of  n o n dis cl os ur e  a n d  c o n c e al m e nt. ”  S e e 

G uti err ez , 6 3 6 B. R. at 6 3 4 ( q u oti n g Si n g h , 4 3 3 B. R. at 1 5 4). It w as o nl y aft er q u esti o ns w er e r ais e d 

b y L W B C’s C o u ns el at t h e M e eti n g of Cr e dit ors t h at t h e S O F A w as a m e n d e d t o i n cl u d e t h e t hr e e 

fir e ar m  tr a nsf ers.  W h e n  c o nsi d eri n g  t h e  o missi o ns of  t h e  fir e ar m  tr a nsf ers  i n  li g ht  wit h  t h e  

n u m er o us  ot h er  err ors  c o nt ai n e d  w it hi n  t h e  D e bt ors’  fil e d  d o c u m e nts9  a n d  t h e  D e bt ors’  

e x pl a n ati o ns pr o vi d e d at Tri al t h r o u g h t h e t esti m o n y of D e bt or H us b a n d, t h e C o urt c o n cl u d es t h at 

t h es e f als e st at e m e nts w er e n ot t h e r es ult of a n i n n o c e nt mist a k e m a d e b y t h e D e bt ors b ut w er e 

i nst e a d m a d e wit h a n i nt e nt t o d e c ei v e t h er eb y hi n d eri n g t h e i n v esti g ati o n i nt o t h eir ass ets.  

L astl y, as e x pl ai n e d a b o v e, t h e fi n al el e m e n t u n d er § 7 2 7( a)( 4)( A) is m at eri alit y. T his C o urt 

h as  littl e  iss u e  c o n cl u di n g  t h at  t h e  o missi o n  of  t h e  t hr e e  fir e ar m  tr a nsfers  m e ets  t h e  t est  f or  

m at eri alit y. T h e t hr e e fir e ar m tr a nsf ers, t ot ali n g $ 3 7 5 0, cl e arl y b e ar a r el ati o ns hi p t o t h e D e bt ors’ 

ass ets a n d  c o n c er n  t h e  e xist e n c e  a n d  dis p ositi o n  of  t h eir  pr o p ert y. T h er ef or e,  t h e  “ m at eri alit y ” 

pr o n g of § 7 2 7( a)( 4)( A) h a s b e e n s atisfi e d. 

 

 

 
9    O n A pril 1 4, 2 0 2 1, D e bt ors als o a m e n d e d t h eir S c h e d ul e B b ef or e t h e M e eti n g of Cr e dit ors t o a d d a D el a w ar e 
Lif e I n s ur a n c e C o m p a n y a n n uit y a n d t w o A m eri c a n N ati o n al t er m lif e i ns ur a n c e p oli ci es t h at w er e o mitt e d fr o m t h eir 
i niti all y fil e d S c h e d ul e B. S e e  E x hi bit 2 at 9- 1 0. 
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D e ni al of Dis c h ar g e 

Aft er t a ki n g i nt o c o ns i d er ati o n t h e Tri al t esti m o n y, t h e a d mitt e d e x hi bits, a n d t h e r e c or d i n 

t his c as e, t h e C o urt c o n cl u d es t h at L W B C h as m et its b ur d e n a n d t h e D e bt ors m ust b ot h b e d e ni e d 

a dis c h ar g e. 1 0  

T h e d e ni al of dis c h ar g e is a dr asti c r e m e d y a n d is a st e p t his C o urt d o es n ot t a k e 
li g htl y.  H o w e v er,  it  is  [ a]  [ d] e bt or’s  o bli g ati o n  t o  pr o vi d e  h o n est  a n d  r eli a bl e  
i nf or m ati o n r at h er t h a n b ur d e n t h e tr ust e e or cr e dit ors wit h a n in v esti g ati o n i nt o h er 
fi n a n ci al c o n diti o n. A dis c h ar g e is a pri vile g e r es er v e d f or t h e h o n est d e bt or, a n d 
t h e o p er ati o n of t h e b a n kr u ptc y s yst e m r e q uir es c a n d or .  

 
S e e G uti err ez , 6 3 6 B. R. at 6 3 6 ( citi n g L y br o o k, 5 4 4 B. R. at 5 5 2).  W hil e s o m e ass ets, li k e t h e 

fir e ar m  tr a nsf ers,  w er e  e v e nt uall y  dis cl os e d  i n  t h e  a m e n d e d  S O F A  aft er  t h e  D e bt ors  w er e  

q u esti o n e d  b y  L W B C  at  t h e  M e eti n g  of  Cr e dit ors,  D e bt ors’  s c h e d ul es  w er e  n e v e r  a m e n d e d  t o  

a c c o u nt f or ot h er ass ets s u c h as t h e Oil a n d G as L e as e a n d r el at e d r o y alti es. D e bt or H us b a n d ar g u e d 

t h at t h e D e bt ors n e v er i nt e n d e d t o d e c ei v e t h e Tr ust e e or t h e Co urt b e c a us e “[ a] n y t i m e t h er e’s b e e n 

a q u esti o n t h at h as aris e n, w e’ v e l o o k e d i nt o, w e’ v e tri e d t o a m e n d t h e r e c or d t o r efl e ct. ” S e e Tri al 

Tr a ns cri pt  at  4 4.  A m e n di n g  o n e’s  s c h e d ul es  a n d  S O F A  “ d o es  n ot  e x c us e  t h e  i niti al  f ail ur e  t o  

dis cl os e n or [ d o es it] pr o vi d e a d ef e ns e t o a n  o bj e cti o n t o dis c h ar ge u n d er s e cti o n 7 2 7( a)( 4). ” M o or e 

v. Stri c kl a n d (I n r e Stri c kl a n d) , 3 5 0 B. R. 1 5 8, 1 6 4 ( B a n kr. D. D el. 2 0 0 6). F urt h er m or e, i n w h at 

a p p e ars  t o  t h e  C o urt  t o  b e  a  p att er n  of  b e h a vi or  b y  t h e  D e bt ors,  o nl y  w h e n  o missi o ns  or  

misst at e m e nts w er e i d e ntifi e d b y L W B C di d D e bt ors eit h er a m e n d t h eir s c h e d ul es a n d/ or s u p pl y 

t h at i nf or m ati o n t o t h e Tr ust e e. S e e  Tri al Tr a ns cri pt at 2 6, 4 2, 4 3, 4 7. Alt h o u g h D e bt ors e v e nt u all y 

dis cl os e d o mitt e d i nf or m ati o n t o t h e Tr ust e e i n t his  c as e a n d e nt er e d i nt o t he S ettl e m e nt A gr e e m e nt, 

 
1 0    T h e C o urt n ot es L W B C’s r eli a n c e o n Mi c h e n er v. Br a d y (I n r e Br a d y) , 2 3 4 B. R. 6 5 2 ( B a n kr. E. D. P a. 1 9 9 9), 
aff’ d, 2 4 3 B. R. 2 5 3 ( E. D. P a. 2 0 0 0). H o w e v er, t h e C o urt d o es n ot fi n d t h at p arti c ul ar c as e p ers u asi v e i n t his c o nt e xt. 
N o n et h el ess, t h e C o urt a gr e es t h at D e bt or Wif e m ust b e d e ni e d a dis c h ar g e b as e d o n t h e cl e ar r e c or d of t his c as e. 
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t his d o es n ot a bs ol v e t h e D e bt ors of t h eir a cti o ns w hi c h pr e v e nt e d t h e f ull dis cl os ur e of t h eir ass ets 

t o all of t h eir cr e dit ors. 

D e bt or H us b a n d att e m pt e d t o f urt h er j ustif y t h e o missi o ns i n t h e fil e d s c h e d ul es a n d S O F A 

d u e t o t h e pr ess ur es of t h e C O VI D- 1 9 p a n d e mi c,  p ers o n all y h a vi n g C O VI D- 1 9 at t h e ti m e t h e 

b a n kr u pt c y fili n g w as pr e p ar e d, a n d a b a c k i nj ur y. S e e Tri al Tr a ns cri pt at 4 4. W hil e t his C o urt is 

c ert ai nl y  e m p at h eti c,  t h es e  u nf ort u n at e  e v e nts  d o  n ot  e x pl ai n  w h y  D e bt ors’  S O F A  w as  o nl y  

a m e n d e d aft er t h e M e eti n g of Cr e d it ors or w h y D e bt ors’ S c h e d ul es G a n d I w er e n e v er c orr e ct e d 

b y a m e n d m e nt o n c e D e bt ors w er e m a d e a w ar e of t h e d efi ci e n ci es i n t h eir fi li n gs. T h e o v er all l a c k 

of tr a ns p ar e n c y a n d a bs e n c e of cr e di bl e e x pl a n ati o ns f or t h e dis cr e p a n ci es ulti m at el y l e d t h e C o urt 

t o its d e cisi o n. 

A d diti o n all y, b e c a us e L W B C pr o vi d e d cl arifi c ati o n t h at r eli ef is b ei n g s o u g ht a g ai nst b ot h 

D e bt or H us b a n d a n d D e bt or Wif e, t h e C o urt will a d dr e ss t his iss u e. “[I]t is [ a] [ d] e bt or’s d ut y t o 

fil e a c c ur at e s c h e d ul es a n d v al u e his ass ets c orr e ctl y. ” S e e Fr as er v. Citi M ort g a g e, I n c. (I n r e  

Fr as er) , 5 9 9 B. R. 8 3 0, 8 3 7 ( B a n kr. W. D. P a. 2 0 1 9).  

A d e bt or m a y n ot i ns ul at e hi ms elf fr o m a c c u s ati o ns of fr a u d b y f aili n g t o r e a d t h e 
b a n kr u pt c y  s c h e d ul es  pri or  t o  si g ni n g.  ‘[ A]  d e bt or  c an n ot,  m er el y  b y  pl a yi n g  
ostri c h a n d b ur yi n g his h e a d d e e pl y e n o u g h i n t h e s a n d, dis cl ai m all r es p o nsi bilit y 
f or st at e m e nts w hi c h h e h as m a d e u n d er o at h.’ D e bt ors h a v e a d ut y t o c ar ef ull y 
r e vi e w t h e i nf or m ati o n i n cl u d e d i n t h eir s ch e d ul es a n d st at e m e nts a n d i ns ur e t h at 
t h e i nf or m ati o n is a c c ur at e a n d c o m pl et e.  

 
S e e Offi c e of t h e U. S. Tr. v.  Zi m m er m a n (I n r e Zi m m er m a n), 3 2 0 B. R. 8 0 0, 8 0 6 ( B a n kr. M. D. P a. 

2 0 0 5) ( cit ati o ns o mitt e d). H er e, b ot h  D e bt ors si g n e d u n d er p e n alt y of p erj ur y t h at t h e y h a d r e a d t h e 

i nf or m ati o n c o nt ai n e d wit hi n t he fil e d d o c u m e nts, s u c h i nf or m ati o n w as tr u e, a n d a c k n o wl e d g e d 

t h at m arri e d c o u pl es fili n g f or b a n kr u pt c y ar e e q u all y r es p o nsi bl e  f or s u p pl yi n g c orr e ct i nf or m ati o n 

t h er ei n. N o ar g u m e nt or e vi d e n c e w as pr o vi d e d i n or d er t o p ers u a d e t h is C o urt t h at i n li g ht of t h e 

e vi d e n c e pr o vi d e d b y L W B C, t h at a d e ni al of dis c h a r g e s h all a p pl y o nl y t o t h e D e bt or H us b a n d, or 
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t h at D e bt or Wif e is n ot e q u all y r es po nsi bl e f or t h e f als e st at e m e nts c o nt ai n e d wit hi n t h e s c h e d ul es 

a n d t h e n o n dis cl os ur e of it e ms wit hi n t h e s a m e.  

If eit h er t h e Oil a n d G as L e as e or  t h e r o y alti es h a d b e e n dis cl os e d o n t h e D e bt ors’ s c h e d ul es, 

it w o ul d h a v e a p p e ar e d m or e pl a usibl e t o t h e C o urt t h at o n e or t h e ot h er h a d b e e n u ni nt e nti o n all y 

o mitt e d.  H o w e v er,  t his  is  n ot  t h e  c as e.  F urt h er,  “[ h] a d  t h er e  b e e n  a  si n gl e  o missi o n  pr o m ptl y  

c orr e ct e d or a s atisf a ct or y e x pl a n ati o n pr o vi d e d, d e ni al  of dis c h ar g e m a y n ot b e a p pr o pri at e. ” S e e 

G uti err ez ,  6 3 6  B. R.  at  6 3 6.  I n  t his  c ase,  D e bt or  Wif e  off er e d  n o  e x pl a n ati o n  i n  t h e  f a c e  of  

o v er w h el mi n g  cir c u mst a nti al  e vi d e n c e  of  t h e  i nt e nt  t o  d efr a u d.  T h e  e vi d e n c e  is  p arti c ul arl y  

c o m p elli n g wit h r es p e ct t o t h e Oil a n d G as L e as e a n d r o y alti es, w h er e t h er e is n o q u esti o n D e bt or 

Wif e  w as  a w ar e  of  t h e  l e as e  as  a  si g n at or y  a n d  t h e  r o y alti es  w hi c h  s h e  u n d e ni a bl y,  r o uti n el y  

r e c ei v e d. D e bt or Wif e’s k n o wl e d g e of t h e Oil a n d G as L e as e a n d r o y alti es c a n n ot b e d e ni e d b as e d 

o n t his r e c or d. A d diti o n all y, dis cl os ur e of t h e Oi l a n d G as L e as e a n d r el at e d r o y alti es w o ul d li k el y 

h a v e m a d e t h e Li g o ni er Pr o p ert y m or e v al u a bl e t o t h e Tr ust e e. 1 1  T h e C o urt n ot es t h at t h e Li g o ni er 

Pr o p ert y alr e a d y a p p e ars t o b e u n d er v al u e d, t h o u g h t h e C o urt g a v e t h e D e bt ors t h e b e n efit of t h e 

d o u bt  o n  t h at  p oi nt  b as e d  o n  D e bt or  H us b a n d’s  cr e di bl e  t esti m o n y  at  Tri al  a n d  t h e  c o nsist e nt  

tr e at m e nt of t h e pr o p ert y pri or t o t h e b a n kr u pt c y fili n g. F urt h er mor e, alt h o u g h t h e C o urt w as o nl y 

pr es e nt e d wit h t h e t esti m o n y of D e bt or H us b a n d at Tri al, D e bt or Wif e si g n e d t h e a m e n d e d S O F A 

w hi c h r efl e ct e d t h e fir e ar m tr a nsf ers a n d t h at, t a k e n i n c o nj u n cti o n wit h t h e ot h er n o n dis cl os ur es, 

is c o nsist e nt wit h a p att er n of n o n dis cl os ur e a n d c o n c e al m e nt e vi d e n ci n g a n i nt e nt t o d e c ei v e. T h e 

 
1 1    D e bt or  H us b a n d  a d mitt e d  at  Tri al  t h at  t h e  Oil  a n d  G as  L e as e  “ c o ntri b ut es  t o  t h e  v al u e  of  [t h e  Li g o ni er  
Pr o p ert y]. ” S e e Tri al Tr a n s cri pt at 3 2- 3 3. H o w e v er, w h e n as k e d w h et h er t h e dis cl o s ur e of t h e Oil a n d G as L e as e a n d 
r o y alti es w o ul d “r ais e t h e li k eli h o o d t h at t h e Tr u st e e w o ul d b e i nt er est e d i n p urs ui n g a s al e of [t h e] pr o p ert y, ” D e bt or 
H us b a n d w as p ur p os ef ull y e v asi v e r e pl yi n g “I h a v e n o i d e a w h at t h e Tr ust e e w o ul d h a v e f o u n d of i nt er est. ” S e e Tri al 
Tr a ns cri pt at 3 3. T h e C o urt di d n ot fi n d D e bt or H u s b a n d’s t e sti m o n y t o b e cr e di bl e o n t his p oi nt. F urt h er, t h e C o urt 
fi n d s t h e li k el y i n cr e as e i n v al u e t o b e t h e m o st pl a u si bl e e x pl a n ati o n f or t his o missi o n. 
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C o urt is c o n vi n c e d t h at s h e is e q u all y c o m pli cit i n t h e f ail ur e t o dis cl os e. T h er ef or e, b ot h D e bt or 

H us b a n d a n d D e bt or Wif e ar e d e ni e d a dis c h ar g e i n t his c as e. 1 2  

C o n cl usi o n 

  B as e d o n t h e f or e g oi n g, t h e C o urt fi n ds t h at t he D e bt ors ar e n ot e ntitl e d t o a dis c h ar g e i n 

t his c as e a n d t h eir dis c h ar g es ar e d eni e d p urs u a nt t o 1 1 U. S. C. § 7 2 7( a)( 4)( A). 1 3  A n Or d er will b e 

e nt er e d c o nsist e nt wit h t his M e m or a n d u m O pi ni o n. 

 
D at e:  A u g ust  2 6,  2 0 2 2      /s/  C arl ot a  M.  B ö h m _ _ _ _ _ _ _ _ _ _ _  
        C arl ot a M. B ö h m  

    C hi ef U nit e d St at es B a n kr u pt c y J u d g e 
 
 

 
1 2    I n a d diti o n t o t h e r e q u est t o d e n y t h e D e bt ors’ dis ch ar g e p urs u a nt t o 1 1 U. S. C. § 7 2 7( a)( 4)( A), t h e C o m pl ai nt 
als o s e e ks t his C o urt t o  “ d et er mi n e t h at t h e d e bt o w e d t o L W B C … – a n d as ot h er wis e s et f ort h i n Pr o of of Cl ai m 1 4 – 
is  n o n- dis c h ar g e a bl e. ”  S e e C o m pl ai nt, ¶  4 5.  H o w e v er,  n o  s e p ar at e  c o u nt  is  st at e d  wit hi n  t h e  C o m pl ai nt,  a n d  n o  
r ef er e n c e t o a p arti c ul ar a p pli c a bl e s e cti o n of 1 1 U. S. C. § 52 3 is i d e ntifi e d. F urt h er m or e, t h e C o urt d et er mi n es t h at t h e 
a d diti o n al r eli ef s o u g ht is n o w u n n e c ess ar y as t h e D e bt ors ar e n ot e ntitl e d t o a dis c h ar g e of a n y of t h eir d e bts i n t his 
c as e. Cl arifi c ati o n w as pr o vi d e d at Tri al t h at L W B C is o nl y s e e ki n g r eli ef s u bj e ct t o § 7 2 7( a)( 4)( A). S e e Tri al Tr a n s cri pt 
at 1 0.  
1 3    T h e C o m pl ai nt als o r e q u ests t h e C o urt t o “ a w ar d a ll c o sts a n d/ or att or n e y s’ f e es t o w hi c h L W B C m a y b e 
e ntitl e d, a n d gr a nt s u c h ot h er r eli ef as is n e c ess ar y a n d a p pr o pri at e. ” S e e C o m pl ai nt at 8. H o w e v er, t his r e q u est is o nl y 
m a d e i n t h e “ W h er ef or e ” cl a u s e of t h e C o m pl ai nt a n d n o cl e ar l e g al ar g u m e nt w as pr es e nt e d wit hi n t h e pl e a di n g s or 
d uri n g Tri al. F urt h er, t h e pr o p os e d Or d er of C o urt  ( D o c. N o. 4) fil e d b y L W B C r e g ar di n g t h e C o m pl ai nt d o es n ot 
i n cl u d e a n y l a n g u a g e t h at c o ul d b e i nt er pr et e d as r e q u esti n g c osts a n d/ or att or n e ys’ f e es. T h er ef or e, t h e C o urt d o es n ot 
a d dr ess t h at r e q u est h er ei n n or d o es t h e C o urt fi n d a n y b asis f or gr a nti n g s u c h r eli ef.   
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IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE WESTERN DISTRICT OF PENNSYLVANIA 

____________________________________ 
IN RE:     : Bankruptcy No. 21-20791-CMB 
      :  
Samuel A. Rosenberg and : 
Christine E. Rosenberg, :   Chapter 7   
 :    
 Debtors. :    
___________________________________ :   
  : 
LWBC, LLC, as successor in interest  : Adversary Pro. No. 21-02092-CMB 
to Dollar Bank, Federal Savings Bank, : 
      : 
   Plaintiff,   : 
      : 
  v.     : Related to Doc. No. 1 
      : 
Samuel A. Rosenberg and   :  
Christine E. Rosenberg,   :      
      :  
   Defendants.  : 
___________________________________ : 
 
 

ORDER 

AND NOW, this 26th day of August, 2022, for the reasons set forth in the Memorandum 

Opinion entered on this date,  

It is hereby ORDERED, ADJUDGED, AND DECREED that: 

1. The request for denial of discharge in the Complaint to Determine Dischargeability of 

Debts is GRANTED pursuant to 11 U.S.C. §727(a)(4)(A). 

2. Debtors, Samuel A. Rosenberg and Christine E. Rosenberg, are both DENIED a discharge. 

3. The above-captioned adversary proceeding is resolved. 

       /s/ Carlota M. Böhm___________ 
       Carlota M. Böhm  

 Chief United States Bankruptcy Judge 
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