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Before POLI TZ, Chief Judge, JOLLY and DUHE, Circuit Judges.

POLI TZ, Chief Judge:”’
Gary L. Honeycutt appeals fromthe denial of his discharge in

bankruptcy. Finding no error, we affirm

“Local Rule 47.5 provides: "The publication of opinions that
have no precedential value and nerely decide particul ar cases on
the basis of well-settled principles of |aw inposes needless
expense on the public and burdens on the legal profession.™
Pursuant to that Rule, the Court has determ ned that this opinion
shoul d not be publi shed.



Backgr ound

On February 18, 1992 Honeycutt filed a voluntary petition for
bankruptcy under Chapter 7 of the Bankruptcy Code. Commer ci al
Nat i onal Bank (CNB) objected to Honeycutt's di scharge all eging that
he had concealed personal property and transferred corporate
property in an attenpt to defraud his creditors. The facts
supporting CNB's claim began to unfold in the Fall of 1990. At
that tinme Honeycutt exercised sole control over Digital Electronic
Services, Inc. (DES), a conpany operating under a Chapter 11 plan
of reorganization. Honeycutt hired Roy Hurley, a financial
consul tant, who informed himthat DES could not survive absent a
substantial capital contribution. No contribution was made; Hurl ey
continued to work for DES until August 1991.

A series of transfers from Honeycutt to his w fe began.?
Sharon Honeycutt first acquired Practice Managenent Systens, |nc.
(PM5), a corporation whose only asset consisted of a tax |oss
carry-forward. Through PMS she purchased | eases and equi pnent from
Digital Leasing Conpany (DLC), a sole proprietorship owed by Gary
Honeycutt. Although the transfers occurred in Novenber of 1990,
Gary Honeycutt did not thereafter relinquish control but continued
to manage the assets for which his wife had paid little, if any,
consi derati on.

In March of 1991 Hurley fornmed a conpany called Digital
Service and Conputers, Inc. (DSC). Over the next six nonths, DSC

'Honeycutt and his wife executed a separation of property
agreenent QOctober 20, 1989.



acquired the intangi ble assets of DES. These assets -- for which
DES received no paynent -- included custoner |lists, account
information, and logo and invoice designs. DES enpl oyees
transferred to DSC but continuted to treat their custoners as if no
change had occurred. On August 23, 1991 DES went out of business.
In response to CNB's suit against DES and Honeycutt to recover on
a loan and a personal guaranty, Honeycutt filed a voluntary

petition in bankruptcy. The bankruptcy court deni ed Honeycutt's

di scharge and the district court affirned. Honeycutt tinely
appeal ed.
Anal ysi s

The sol e issue on appeal is whether Honeycutt transferred or
conceal ed property with the intent to hinder, delay, or defraud his
creditors. In reviewing the factual findings of the bankruptcy
court we wll reverse only if those findings are clearly
erroneous.? W perceive no clearly erroneous findings of fact.

Section 727 of the Bankruptcy Code permts denial of discharge
to a debtor who, with the intent to hinder, delay, or defraud his
creditors, transfers or conceals property within one year of the
filing of a petition for bankruptcy.® Honeycutt asserts that he
coul d not have intended to defraud CNB by conveyi ng the intangible

assets of DES because the assets had no value. Al beit cognizant of

2Bankruptcy Rul e 8013; Matter of Luce, 960 F.2d 1277 (5th Cr
1992) .

311 U.S.C. § 727(a)(2)(A).



t he conpany' s poor financial condition, we cannot agree. Honeycutt
recogni zed that DES possessed a good will and goi ng concern val ue
and devised a plan to deprive CNB of that value. The transferring
of the assets of DES to DSC was an apparent effort to sal vage the
assets while avoiding the obligations. The nmere changing of the
name of the conpany cannot absolve it of its liabilities.
Substantial evidence exists to support the conclusion that
Honeycutt intended to defraud CNB.*

Honeycutt's transfers to his wfe | i kewi se operated to defraud
CNB. Honeycutt argues that these transfers occurred nore than a
year before he filed for bankruptcy; he woul d evade the "conti nui ng
conceal ment" doctrine,® which provides that transferring |egal
title to property while retaining a secret beneficial interest
constitutes concealnent for the purposes of section 727. | f
conceal nent of that interest, although commencing |ong before
bankruptcy, continues into the year immediately preceding the
filing of bankruptcy, a continuing conceal nent has occurred.
Conti nui ng conceal nent operates as an exception to the one-year bar
contained in section 727 and returns the property to the reach of
that protective section.

The evidence at bar supports a finding that Honeycutt
continuously conceal ed his interests in PM5 and the DLC assets. He

execut ed purported sal es of the conpany and the assets to his wife

“Accord Stounbos v. Kilimk, 988 F.2d 949 (9th Cr.), cert.
denied, 114 S.Ct. 190 (1993).

See Inre Aivier, 819 F.2d 550 (5th Cr. 1987).
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but continued to treat them as his own. Such sham transactions
w Il not be recogni zed as putting those assets beyond the reach of
CNB.

Honeycutt finally asserts that at the tinme he made the above
transfers he | acked the fraudulent intent required by section 727
to justify denial of discharge. Such intent may be inferred from
the facts and circunstances presented.® The decisions of the court

a quo are AFFI RMED

Matter of Chastant, 873 F.2d 89 (5th Cr. 1989) (because a
debtor's intent is rarely susceptible of direct proof, a court may
infer it fromdebtor's actions and circunstances of the case).
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