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FILED

SEP 0 4 2003

ED STATES
PAEE#TU#PTEYAOOURT
FOR THE DISTRICT OF ARIZONA

UNITED STATES BANKRUPTCY COURT

DISTRICT OF ARIZONA
In Re Chapter 11
PALM VALLEY NURSING FACILITY, L.P., No. 01-15615-ECF-GBN

Debtor.

No. 02-486-ECF-GBN
(Jointly Administered)

JOANN P. WEBB,
Debtor.

WILLIAM NYE, Adversary No. 02-590

Plaintiff,

VS. FINDINGS OF FACT,
CONCLUSIONS OF LAW
JOANN P. WEBB, AND ORDER

Defendant.

N’ e N e N e s s e et N e et s s e e " et e’ s "

The complaint of creditor William Nye (“Plaintiff”) to determine the
dischargeability of a debt was tried to the Court as a bench trial on February 27 and April 24,
2003. Closing argument was presented on July 29, 2003.

The Court has considered the stipulated pretrial order of December 20, 2002,
sworn witness testimony, admitted exhibits and the facts and circumstances of this case. An

interim order was entered on August 29, 2003, announcing the Court’s decision. The following
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findings and conclusions are now entered:
FINDINGS OF FACT

1. Defendant Jo Ann P. Webb filed a voluntary chapter 11 reorganization case
within the District of Arizona on January 10, 2002. Plaintiff filed an adversary complaint against
Ms. Webb (“debtor”) on April 17, 2002, seeking a declaration that his claim would not be
discharged in her bankruptcy. The personal chapter 11 is being jointly administered with the
reorganization case filed for debtor’s business, the Palm Valley Nursing Facility.

Plaintiff and defendant were married on June 23, 1990 and lived in a suburb of
Des Moines, lowa. Shortly before the marriage, the parties negotiated and signed a prenuptial
contract on June 15, 1990. Exhibit (“Ex.”) 1. Both parties were represented by legal counsel.
Testimony (“test”) of William P. Nye of February 27, 2003.

2. There was a marked disparity in the parties’ premarital income and assets.
Ms. Webb had a net worth 0of $9,240,165, while Mr. Nye reported $757,444. See exhibits A and
B attached to Ex. 1. The prenuptial agreement expressly provided an alimony award of $5,000
monthly to the husband in the event of a subsequent divorce. Such payments were to be made
by debtor until plaintiff remarried, cohabited with another or either party died. No alimony was
to be paid debtor in the event of divorce. Ex. 1 at p. 3.

3. The agreement was originally proposed and drafted by debtor’s attorney to
protect her extensive financial and business interests. Debtor objected to the concept of paying
alimony to an able-bodied man, but was told by her attorney that if the agreement did not provide
for alimony in a specific amount, a judge would “write one in” in the event of divorce. Debtor
was aware of the difficulties when such matters are litigated. Her prior divorce resulted in a
dramatic, very public 48-day trial and an appeal to the lowa Supreme Court. Debtor’s attorney
originally proposed alimony of $2,000 per month. When plaintiff’s attorney returned his draft
version of the agreement, a $5,000 alimony award was inserted. Ms. Webb was perplexed by

this, but agreed to sign, as the document had to be executed prior to the marriage ceremony. She
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all adversary proceedings arising under title 11 or related to a bankruptcy case to the Arizona
bankruptcy court. Amended District General Order 01-15. This proceeding having been
appropriately referred, this court has core jurisdiction to hear and determine whether plaintiff’s
claim is dischargeable. 11 U.S.C. §157 (b)(2)(D).

3. Conclusions of law are reviewed de novo. Factual findings are reviewed for
clear error. American Law Center P.C. v Stanley (In re Jastrem), 253 F. 3d 438, 441 (9" Cir.
2001).

4. Section 523 (a) (5) excepts from a bankruptcy discharge any support
obligation resulting from a separation or divorce agreement. Whether an obligation arising from
a divorce actually is nondischargeable support is a question of federal law. The bankruptcy court
is not required to accept the description or designation of items by the parties in a settlement
agreement as conclusive in deciding whether the debt is nondischargeable support or a
dischargeable property settlement obligation. Rather, the court looks beyond the language of the
agreement to the substance of the obligation. The court must ascertain the intention of the parties
at the time they entered into the stipulated agreement. Substance prevails over form in the context
of § 523 (a) (5) litigation. 11 U.S.C. § 523 (a) (5); Seixas v. Booth (In re Seixas), 239 B.R. 398,
402 (9™ Cir. Bankr. 1999) (citing cases).

Given the conduct and circumstances of the parties, this court will not conclude
that the declaration in the divorce settlement that no alimony was to be paid and that all payments
to be received by plaintiff were a property settlement is conclusive. Given the preexistence of
plaintiff’s contractual alimony right, preliminarily recognized by the Iowa divorce court in an
award of $4,500 temporary support, the disparity in income between the parties, the clearly
manifested motivation of debtor to engage in tax planning as part of divorce negotiations,
plaintiff’s and his counsel’s credible belief at the time that the amounts were support and debtor’s
after the fact labeling of the payments as alimony in her payment check and tax returns, this court

concludes the labeling given the payments in the settlement is not dispositive.













