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QUESTION PRESENTED:

The Bankruptcy Code bars the discharge of "any debt ... for money ... obtained by ... [1] 
false pretenses, [2] a false representation, or [3] actual fraud." 11 U.S.C. § 523(a)(2)(A). The 
First and Seventh Circuits have held that the "actual fraud" bar applies where an individual 
debtor deliberately obtains money through a fraudulent-transfer scheme that is actually 
intended to cheat a creditor. But in an acknowledged circuit split, the Fifth Circuit held as a 
matter of law that there can be no "actual fraud" unless the debtor makes a false 
representation to the creditor. This decision creates a roadmap for dishonest debtors to cheat 
creditors through deliberate fraudulent-transfer schemes, and then to escape liability through 
discharge in bankruptcy. The question presented is:

Whether the "actual fraud" bar to discharge under Section 523(a)(2)(A) of the 
Bankruptcy Code applies only when the debtor has made a false representation, or whether 
the bar also applies when the debtor has deliberately obtained money through a fraudulent-
transfer scheme that was actually intended to cheat a creditor.
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