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UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF TEXAS 

HOUSTON DIVISION 
 

IN RE:       CHAPTER 11 
        
KP ENGINEERING, LP, et al.1    CASE NO. 19-34698 (DRJ)   
  

Debtor       (Jointly Administered)   
 
 
MICHAEL D. WARNER, solely in his capacity  
As Liquidation Trustee of the KP Engineering 
Liquidation Trust  
 Plaintiff 
        ADV. P. NO. _______ 
versus 
 
PRICE WATERHOUSE COOPERS, LLP 
 Defendant 
 
 
COMPLAINT TO AVOID AND RECOVER TRANSFERS PURSUANT TO 11 U.S.C. §§ 

547, 548, AND 550 
 
 

 NOW INTO COURT, through undersigned counsel, comes Michael D. Warner (the 

“Plaintiff” or “Liquidation Trustee”), solely in his capacity as the Liquidation Trustee of the KP 

Engineering Liquidation Trust (the “Trust”), who files this complaint against Price Waterhouse 

Coopers LLP (“PWC”) to avoid certain monetary transfers made by KP Engineering, LP (the 

“Debtor”) to PWC pursuant to 11 U.S.C. §§ 547 and 548, and to recover and preserve the monetary 

transfer for the benefit of the Trust pursuant to § 550 and 551. In support thereof, the Liquidation 

Trustee respectfully avers as follows: 

JURISDICTION AND VENUE 

 
1 The Debtors in these cases, along with the last four digits of each Debtor’s federal tax identification number, are 
KP Engineering, LP (7785) and KP Engineering, LLC (0294).  The location of the Debtors’ corporate headquarters 
and the Debtors’ service address is: 5555 Old Jacksonville Hwy., Tyler, TX 75703. 
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1. This is an adversary proceeding brought pursuant to Rule 7001, et seq. of the 

Federal Rules of Bankruptcy Procedure (the “Bankruptcy Rules”) and sections 547, 548, 550(a), 

and 551 of title 11 of the United States Code (the “Bankruptcy Code”). 

2. This Court has jurisdiction over this adversary proceeding by virtue of 28 U.S.C. 

§§ 157(a) and 1334(b). This is a “core” proceeding arising in the above-captioned bankruptcy case 

pursuant to § 157(b)(2)(A) and (H). 

3. Venue is proper in this District pursuant to 28 U.S.C. § 1409(a). 

4. The Liquidation Trustee is authorized to file this complaint pursuant to the Third 

Amended Joint Chapter 11 Plan of Reorganization of KP Engineering, LP and KP Engineering, 

LLC (the “Plan”)2 and the Liquidation Trust Agreement (the “Trust Agreement”)3, both of which 

were confirmed on June 12, 2020, by the Court’s Order Confirming Third Amended Joint Chapter 

11 Plan of Reorganization of KP Engineering, LP and KP Engineering, LLC (the “Confirmation 

Order”).4  

THE PARTIES 

5. Named plaintiff herein is Michael D. Warner, solely in his capacity as the 

Liquidation Trustee of the KP Engineering Liquidation Trust. 

 
2 Article IV(H) of the Plan states, “… the Liquidation Trust Assets shall include all Causes of Action and the proceeds 
thereof, including, but not limited to the following: … 11 U.S.C. §§ 105, 541, 542, 544, 547, 548, 550, 551…”. 
 
3Article 1, Section 1.2(b) of the Trust Agreement provides that, “All Proceeds of Liquidation Trust Assets, including 
Causes of Action recovered by the Liquidation Trust, . . . and all other income earned with respect to the Liquidation 
Trust Assets shall be added to the Liquidation Trust Assets and held as a part thereof (and title thereto shall be vested 
in the Liquidation Trust.” Article 1, Section 1.2(c) of the Trust Agreement provides that “[o]n the Effective Date, the 
Liquidation Trust shall stand in the shoes of the Debtors for all purposes with respect to: (i) the Liquidation Trust 
Assets . . .”.  Article 3, Section 3.6(c) of the Trust Agreement provides that “[s]ubject to any limitations contained 
herein, in the Plan, or the Confirmation Order, the Liquidation Trustee shall have the following powers and authorities 
on behalf of the Liquidation Trust: . . investigate, commence, prosecute, abandon, or settle the Causes of Action (other 
than Retained Causes of Action), and enforce contracts or assert claims, defenses, offsets and privileges, but only as 
such duties and powers relate to the Liquidation Trust Assets…”     
 
4 Case Number 19-34698, Doc. No. 575.   
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6. Named defendant herein is Price Waterhouse Coopers LLP, upon information and 

belief, a Delaware partnership authorized to conduct business in Louisiana (“Defendant”). 

PROCEDURAL BACKGROUND 

7. On August 23, 2019 (the “Petition Date”), KP Engineering, LP and KP 

Engineering, LLC (together, the “Debtors” and, post-confirmation, the “Reorganized Debtors”) 

filed voluntary petitions for relief under Chapter 11 of the Bankruptcy Code in the United States 

Bankruptcy Court for the Southern District of Texas (the “Court”).5  KP Engineering, LP was 

assigned Case Number 19-34698 and KP Engineering, LLC was assigned Case Number 19-

34699.6  The two bankruptcy cases were subsequently consolidated for procedural purposes only 

and have since been jointly administered under Case Number 19-34698 (the “Bankruptcy Case”).7 

Since the Petition Date, the Debtors operated their businesses and managed their property as 

debtors in possession pursuant to sections 1107(a) and 1108 of the Bankruptcy Code. 

8. On June 12, 2020, the Court entered the Confirmation Order.8 Pursuant to Article 

IV(F) of the Plan, the Trust was created and effective on June 23, 2020 (the “Effective Date”).  

Pursuant to the Confirmation Order, the Plan9 and the Trust Agreement, the Michael D. Warner 

was appointed to act as the Liquidation Trustee of the KP Engineering Liquidation Trust.  

9. One June 23, 2020, the Plan became effective (the “Effective Date”).   

 
5 Case Number 19-34698, Doc. No. 1; Case Number 19-34699, Doc. No. 1.    
 
6 Id. 
 
7 Case Number 19-34698, Doc. No. 39. 
 
8 Case Number 19-34698, Doc. No. 575. 
 
9 Id. 
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10. The time for the Liquidating Trustee to bring the cause of action now asserted 

against PWC in the present complaint is set to expire on August 23, 2021 (the “§ 546 Deadline”). 

No tolling agreement(s) have been entered into by the Parties. 

GENERAL FACTUAL ALLEGATIONS 

11. On January 27, 2017, PWC sent an engagement letter, confirming that Steele 

Resources, LLC and the Debtor has engaged PCW to provide tax services (the “Engagement 

Letter”). A copy of the Engagement Letter is attached hereto and incorporated by reference as 

Exhibit “A”.   

12. The Engagement Letter was signed by Stephen E. Gray, a partner of PWC, and sent 

to Kathy Hesskew, CPA of the Debtor.  

13. The Engagement Letter outlines the scope of services that PCW has agreed to 

provide and identifies both Steele Resources, LLC and the Debtor as clients to whom the services 

are provided. 

14. Additionally, in the first paragraph of the Engagement Letter, the letter provides as 

follows: 

“Client may procure services under this engagement letter for itself 
and for those of its consolidated subsidiaries or affiliates that Client 
binds to this engagement letter by its signature or which separately 
agree to the provisions of this engagement letter (collectively, the 
‘Subsidiaries’).” 

 
15. Further attached to the Engagement Letter is an exhibit titled ‘Sample Form of 

Statement of Work’ (the “Sample Form”).  The Sample Form was signed by an authorized 

representative of both Steele Resources, LLC and the Debtor. 
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16. On October 4, 2018, PCW issued invoice number 1034031808-7 to the Debtor’s 

Chief Financial Officer, Kyle McCoy, for the amount of twenty-five thousand dollars ($25,000.00) 

(“Invoice 1034031808-7”). 

17. Invoice 1034031808-7 provides a payment due date of November 3, 2018, and 

includes the following description of services provided:  

“Progress billing for professional services rendered in connection 
with the audit of Steele Resources, LLC for the year ending 
December 31, 2018.” 

 
18. On December 4, 2018, PCW issued another invoice, numbered 1034082140-3 to 

the Debtor’s Chief Financial Officer, Kyle McCoy, for the amount of twenty-five thousand dollars 

($25,000.00) (“Invoice 1034082140-3”). 

19. Invoice 1034082140-3 provides a payment due date of January 3, 2019, and 

includes the following description of services provided:  

“Progress billing for professional services rendered in connection 
with the audit of Steele Resources, LLC for the year ending 
December 31, 2018.” 

 
20. On February 1, 2019, the Debtor transferred twenty-five thousand dollars 

($25,000.00) via check number 35485 to PWC (“Transfer 1”).  

21. According to the Debtor’s account payable check register with invoice detail (“AP 

Check Register”), Transfer 1 was made in relation to Invoice 1034031808-7. A copy of the AP 

Check Register is attached hereto as Exhibit “B”. 

22. On July 26, 2019, the Debtor made a second transfer in the amount of twenty-five 

thousand dollars ($25,000.00) via check number 36040 to PWC (“Transfer 2”) (collectively, 

Transfer 1 and Transfer 2 will be described hereon as the “Transfers” or “§548 Transfers”). 
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23. According to the AP Check Register, Transfer 2 was made in relation to Invoice 

1034082140-3. 

24. Upon information and belief, internal valuations of the Debtor conducted in 2018 

determined that as of year-end 2017, the value of the company’s assets (inclusive of intangibles 

and full value of dubious insider notes payable) were exceeded by the liabilities of the Debtor. 

Additionally, the insiders of the Debtor continued to take large draws leaving their capital accounts 

negative.  Between 2017 and the date of filing bankruptcy, the Debtor’s financial situation 

continued to deteriorate. According to the Debtor’s Schedules of Assets and Liabilities and 

Statements of Financial Affairs [Docket No. 191], the Debtor filed with assets of $49,782,640.53 

and liabilities of $81,593,667.53.   Scheduled assets include roughly $45,000,000 in intangible 

goodwill and intellectual property, subject to impairment. Id. at pp. 12-13.  Even without 

impairment, the Debtor was deeply insolvent on the date of bankruptcy.  Upon information and 

belief, the Debtor’s assets at the time of the Transfers was substantially similar to its financial 

situation on the date of filing in that the value of its assets (mainly comprising yet-to-be-impaired 

intangible property) were greatly exceeded by the aggregate amount of liabilities owed by the 

Debtor to creditors. 

RELIEF SOUGHT 
 

Count I 
Avoidance of Preferential Transfer – 11 U.S.C. § 547 

 
25. Plaintiff repeats and re-alleges the allegations contained in paragraphs 1 through 24 

of this Complaint and incorporates them by this reference as though they were set forth separately 

and in full herein. 

26. 11 U.S.C. §547 provides in pertinent part: 
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(b) Except as provide in subsections (c) and (i) of this section, the trustee may, based on 
reasonable due diligence in the circumstances of the case and taking into account a party’s 
known or reasonably knowable affirmative defenses under subsection (c), avoid any 
transfer of an interest of the debtor in property –  
 (1) to or for the benefit of a creditor; 

(2) for or on account of an antecedent debt owed by the debtor before such transfer 
was made; 
(3) made while the debtor was insolvent; 
(4) made –  
 (A) on or within 90 days before the date of the filing of the petition; or 
 . . .  

(f) For the purposes of this section, the debtor is presumed to have been insolvent on and 
during the 90 days immediately preceding the date of the filing of the petition. 

 
27. Upon information and belief, PWC provided accounting services in connection 

with the audit of Steele Resources, LLC, an affiliate of the Debtor. 

28. On July 26, 2019, the Debtor transferred twenty-five thousand dollars ($25,000.00) 

via check number 36040 to PWC to satisfy Invoice 1034082140-3.  

29. Upon information and belief, Debtor’s check number 36040 cleared Debtor’s 

operating account and Defendant received Transfer 2 shortly after. 

30. July 26, 2019 is a date within ninety (90) days of the Petition Date. 

31. To the extent that the obligation owed as referenced in Invoice 1034082140-3 

constituted an obligation of the Debtor, the Debtor made Transfer 2 to PWC on account of such 

pre-existing obligation. 

32. Transfer 2 was made while the Debtor was presumed to be insolvent under § 547(f). 

33. Transfer 2 enabled PWC to receive more than they would have received if the 

transfer had not been made, since the Debtor’s assets are insufficient to distribute payment in full 

to general unsecured creditors. 

Count II 
Avoidance of Fraudulent Transfers – 11 U.S.C. § 548 
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34. Plaintiff repeats and re-alleges the allegations contained in paragraphs 1 through 24 

of this Complaint and incorporates them by this reference as though they were set forth separately 

and in full herein.  

35. 11 U.S.C. § 548(a) provides in pertinent part: 

(a)(1) The trustee may avoid any transfer (including any transfer to or for the benefit of an 
insider under an employment contract) of an interest of the debtor in property, or any 
obligation (including any obligation to or for the benefit of an insider under an employment 
contract) incurred by the debtor, that was made or incurred on or within 2 year before the 
date of the filing of the petition, if the debtor voluntarily or involuntarily –  

(A) made such transfer or incurred such obligation with actual intent to hinder, 
delay, or defraud any entity to which the debtor was or became, on or after the date 
that such transfer was made or such obligation was incurred, indebted; or 
(B) 

(i) received less than a reasonably equivalent value in exchange for such 
transfer or obligation; and 
(ii)  

(I) was insolvent on the date that such transfer was made or such 
obligation was incurred, or became insolvent as a result of such 
transfer or obligation; 
. . .  

 
36. Debtor’s §548 Transfers and Defendant’s receipt of the §548 Transfers, as alleged 

above, constitute a transfer of an interest of the Debtor in property. 

37. The §548 Transfers are within two years of the Petition Date. 

38. The §548 Transfers were paid out of the Debtor’s Operating Account (PRI 1003) 

and were transfers of an interest of the Debtor in property. 

39. Upon information and belief, the §548 Transfers were paid by the Debtor for 

accounting services PWC provided in connection with the audit of Steele Resources, LLC, not the 

Debtor. 

40. The Debtor received did not value, much less equivalent value by making the § 548 

Transfers in payment for services rendered to an entity other than the Debtor.  As such, the Debtor 
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received less than reasonably equivalent value in exchange for the § 548 Transfers made to PWC 

relating to an audit of Steele Resources, LLC. 

41. Upon information belief, the Debtor’s assets and liabilities at the time of the §548 

Transfers were of similar value to its assets and liabilities as of the Petition Date.  

42. Upon information and belief, at the time of the §548 Transfers the Debtor owed 

more than the value of its assets, and therefore, was insolvent. 

43. The §548 Transfers were made while the Debtor was insolvent, and the Debtor 

received less than equivalent value in exchange for such §548 Transfers. 

44. Accordingly, and pursuant to 11 U.S.C. §548(a)(1)(B), the Liquidation Trustee is 

entitled to avoid the §548 Transfers.  

Count III 
Recovery and Preservation of Avoided Transfers  

for the Benefit of the Estate – 11 U.S.C. § 550 and 551 
 

45. Plaintiff repeats and re-alleges the allegations contained in paragraphs 1 through 48 

of this Complaint and incorporates them by this reference as though they were set forth separately 

and in full herein. 

46. 11 U.S.C. § 550(a) provides, in pertinent part, that “. . . to the extent that a transfer 

is avoided under section  . . . 547, 548 . . . of this title, the trustee may recover, for the benefit of 

the estate, the property transferred, or, if the court so orders, the value of such property, from (1) 

the initial transferee of such transfer or the entity for whose benefit such transfer was made; or (2) 

any immediate or mediate transferee of such initial transferee.” 

47. 11 U.S.C. § 551 provides, in pertinent part, that “[a]ny transfer avoided under 

section . . . 547, 548 . . . of this title . . . is preserved for the benefit of the estate but only with 

respect to property of the estate.” 
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48. The Transfers (individually or collectively), to the extent that they are avoided 

pursuant to 11 U.S.C. §§ 547 and/or 548, may be recovered by the Liquidation Trustee pursuant 

to 11 U.S.C. § 550(a) and preserved for the benefit of the KP Liquidation Trust pursuant to 11 

U.S.C. § 551. 

WHEREFORE, Plaintiff prays that, after due consideration, this Court enter a judgment 

in favor of the Trust and against the Defendants as follows: 

(a) Avoiding Transfer 2 pursuant to 11 U.S.C. § 547; 

(b) Avoiding the §548 Transfers (Transfer 1 and Transfer 2) pursuant to 11 U.S.C. § 548; 

(c) Recovering, pursuant to 11 U.S.C. § 550(a), and preserving for the benefit of the Trust, 

pursuant to 11 U.S.C. § 551, all amounts avoided under 11 U.S.C. §§ 547 and/or 548, along 

with prejudgment interest at the legal rate allowed under 28 U.S.C. § 1961 from the date 

of such transfer;  

(d) An award of costs incurred in this matter; and 

(e) For any such other relief deemed equitable. 

Respectfully Submitted by: 
 
STEWART ROBBINS BROWN & ALTAZAN, 
LLC 
 
 
By: /s/ Paul Douglas Stewart, Jr.  
Paul Douglas Stewart, Jr. (La. 24661) 
Admitted to Southern District of Texas  
Brooke W. Altazan (Tx. Bar No. 24101002) 
301 Main Street, Suite 1640 
Baton Rouge, LA 70801 
Telephone: (225) 231-9998 
Facsimile: (225) 709-9467 
Email: dstewart@stewartrobbins.com 
Email: baltazan@stewartrobbins.com  
Attorneys for Michael D. Warner, Liquidation 
Trustee of the KP Engineering Liquidation Trust 
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PLEASE ISSUE SUMMONS TO: 
 
PricewaterhouseCoopers LLP 
P.O. Box 952282 
Dallas, TX 75395-2282 
 
PricewaterhouseCoopers LLP 
2121 N. Pearl St. 
Dallas, TX 75201 
 
PricewaterhouseCoopers LLP 
1201 Louisiana, Ste. 2900 
Houston, TX 77002-5678 
 
PricewaterhouseCoopers LLP 
300 Madison Ave. 
New York, NY 10017 
 
PricewaterhouseCoopers LLP 
Through its registered agent: 
CT Corporation System 
1021 Main Street, Ste. 1150 
Houston, TX 77002 
 
PricewaterhouseCoopers LLP 
Through its registered agent: 
CT Corporation System 
1999 Bryan St., Ste. 900 
Dallas, TX 75201 
 
PricewaterhouseCoopers LLP 
Through its registered agent: 
CT Corporation System 
350 North St. Paul Street, Suite 2900 
Dallas, TX 75201 
 

 

Case 19-34698   Document 966   Filed in TXSB on 08/23/21   Page 11 of 23



EXHIBIT "A "

Case 19-34698   Document 966   Filed in TXSB on 08/23/21   Page 12 of 23



Case 19-34698   Document 966   Filed in TXSB on 08/23/21   Page 13 of 23



Case 19-34698   Document 966   Filed in TXSB on 08/23/21   Page 14 of 23



Case 19-34698   Document 966   Filed in TXSB on 08/23/21   Page 15 of 23



Case 19-34698   Document 966   Filed in TXSB on 08/23/21   Page 16 of 23



Case 19-34698   Document 966   Filed in TXSB on 08/23/21   Page 17 of 23



Case 19-34698   Document 966   Filed in TXSB on 08/23/21   Page 18 of 23



Case 19-34698   Document 966   Filed in TXSB on 08/23/21   Page 19 of 23



Case 19-34698   Document 966   Filed in TXSB on 08/23/21   Page 20 of 23



Case 19-34698   Document 966   Filed in TXSB on 08/23/21   Page 21 of 23



Case 19-34698   Document 966   Filed in TXSB on 08/23/21   Page 22 of 23



EX
H

IBIT "B"

Case 19-34698   Document 966   Filed in TXSB on 08/23/21   Page 23 of 23


	PWC Avoidance Complaint - 547 548.pdf
	Exhibit A.pdf
	Exhibit B.pdf



