UNITED STATES BANKRUPTCY COURT FOR THE SOUTHERN DISTRICT

OF TEXAS, HOUSTON DIVISION

Kelly Groves v. Jeffery Paul Crowder

Groves ‘- No. Adversary No. 24-3147; Bankruptcy Case No. 24-31882 - Decided May 7, 2026

SUMMARY

In this adversary proceeding, Kelly Groves sought a monetary judgment against Jeffery Paul Crowder
and a determination that the debt was nondischargeable under 11 U.S.C. §8§ 523(a)(2)(A), 523(a)(4),
and 523(a)(6), as well as denial of Crowder’s discharge under § 727(a)(4). The Bankruptcy Court

concluded that Groves failed to establish an underlying debt owed by Crowder, including because the

relevant construction contracts were between Groves and Crowder’s LL.C and veil-piercing theories

were waived. The court therefore denied the nondischargeability claims and the request to deny

Crowder’s discharge.
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Plaintiff brought an adversary proceeding seeking a money judgment
and determinations that the alleged debt was nondischargeable under
11 U.S.C. §§ 523(a)(2)(A), (a)(4), and (a)(6), as well as denial of the
debtor's discharge under 11 U.S.C. § 727(a)(4). After a bench trial,
both parties sought judgment based on partial findings under Federal
Rule of Civil Procedure 52(c), as incorporated by Federal Rule of
Bankruptcy Procedure 7052.

In a Rule 52(c) bench-trial motion, the bankruptcy court acts as
factfinder and does not view the evidence in the light most favorable
to the nonmoving party as it would on summary judgment. Groves
bore the burden of proving her claims by a preponderance of the

evidence.
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UESTIONS PRESENTED

Whether Groves proved an enforceable underlying debt owed by Crowder individually based on breach

of contract.

. Whether Groves could impose individual liability on Crowder through veil piercing or alter-ego theories
that were not pleaded.

. Whether Groves proved a direct Texas fraud claim against Crowder based on alleged misrepresentations
made while acting for CCMC.

. Whether Groves's alleged debt was nondischargeable under 11 U.S.C. §§ 523(a)(2)(A), (a)(4), or (a)(6).

. Whether Groves had standing to seek denial of Crowder's discharge under 11 U.S.C. § 727(a)(4) after
failing to establish that Crowder owed her a debt.

OLDINGS

Groves failed to prove a valid contract between herself and Crowder individually because the land and
construction contracts were between Groves and CCMC. The breach-of-contract claim against Crowder

therefore failed as a matter of law.

. Groves waived any veil-piercing or alter-ego theory as a basis for imposing liability on Crowder because

she did not plead those theories and they were not tried by consent.

. Groves was not barred from asserting a direct fraud claim against Crowder merely because veil-piercing
theories were waived. A corporate agent may be personally liable for his own tortious conduct, including

fraud, even when acting for the corporation or LLC.

. Groves failed to prove that Crowder knowingly or recklessly made a material misrepresentation with

intent to induce her action. Her fraud claim therefore failed.

. Groves's claims under 11 U.S.C. 8§ 523(a)(2)(A), (a)(4), and (a)(6) were denied because she failed to

establish the threshold existence of an underlying debt owed by Crowder.

. Groves lacked standing to pursue denial of Crowder's discharge under § 727(a)(4) because she failed to

establish that Crowder owed her an enforceable debt.

KEY QUOTATIONS



“To prevail on a dischargeability complaint, a creditor must first prove the existence of an enforceable

underlying debt owed by the debtor to the creditor.” (Opening memorandum opinion)

“There are two distinct issues to consider in the dischargeability analysis: (a) the establishment of the debt
itself, under relevant state or non-bankruptcy federal law; and (b) a determination as to the nature of the debt

—i.e. whether it is dischargeable or nondischargeable.” (Section IV.C)

“Although Defendant is the sole owner of CCMC, the Contracts were signed by Plaintiff and CCMC and not
in Defendant’s individual capacity.” (Section IV.C.1.a)

“Under Texas law, an agent of an LLC may be held personally liable for fraudulent representations made to a
plaintiff, without piercing the corporate veil, even if those representations were made on behalf of the LLC
and in connection with a contract between the LLC and the plaintiff.” (Section IV.C.2)

“Because the existence of a debt is a threshold requirement to any determination of nondischargeability, the
Court need not reach whether any alleged obligation would be excepted from discharge under the asserted
nondischargeability theories.” (Section IV.D)

FACTUAL BACKGROUND

Groves entered into a land contract and a construction contract with CCMC, LLC, an entity wholly owned by
Crowder, for the purchase of an unimproved lot and construction of a residence. The contracts were signed by
Groves and CCMC, not Crowder individually. Groves paid CCMC $418,693.69, exceeding the stated contract
price of $348,504, but construction was delayed and only partially completed before Groves terminated CCMC
in approximately March 2023. Groves alleged that Crowder made fraudulent representations concerning
completion, costs, refunds, and the use of funds, but the court found insufficient evidence that Crowder intended

not to perform, misappropriated funds, or knowingly made false representations.
PROCEDURAL HISTORY

Jeffery Paul Crowder filed a Chapter 7 bankruptcy petition on April 26, 2024. Kelly Groves filed the adversary
complaint on July 30, 2024, and Crowder answered on November 12, 2024. The court denied Groves's motion
for summary judgment on June 13, 2025, held a trial on January 28, 2026, and entered judgment for Crowder
after finding that Groves failed to prove an enforceable underlying debt and therefore could not pursue

nondischargeability or discharge-denial relief.
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