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Keathley v. Buddy Ayers Construction, Inc.
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SUMMARY

The Supreme Court held that, assuming judicial estoppel may apply in the bankruptcy context and that

inadvertence or mistake may constitute an exception, courts must assess the totality of the

circumstances surrounding a debtor’s omission of a claim from bankruptcy schedules. The Court

rejected the Fifth Circuit’s rule limiting the inquiry to the debtor’s knowledge of the underlying facts

and potential motive to conceal. The judgment was vacated and the case remanded.
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On writ of certiorari from the United States Court of Appeals for the
Fifth Circuit, the Supreme Court reviewed the affirmance of summary
judgment for Buddy Ayers Construction based on judicial estoppel
arising from Keathley's failure to disclose a personal-injury claim in
his pending Chapter 13 bankruptcy.

The Supreme Court reviewed the Fifth Circuit's formulation of the

equitable judicial-estoppel inquiry for legal error.
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QUESTIONS PRESENTED

1. Whether, assuming judicial estoppel can apply in the bankruptcy context and that inadvertence or
mistake can provide an exception, courts must determine inadvertence or mistake by considering the
totality of the circumstances rather than only the debtor's knowledge of the underlying facts and

hypothetical motive to conceal.

2. Whether the Fifth Circuit's two-factor formulation for evaluating inadvertence or mistake was an

impermissibly rigid and overbroad application of an equitable doctrine.

HOLDINGS

1. Assuming without deciding that judicial estoppel applies in the bankruptcy context and that inadvertence
or mistake can operate as an exception, courts must assess whether an omission was inadvertent or

mistaken by considering the totality of the circumstances surrounding the omission.

2. The Fifth Circuit erred by treating an omission as inadvertent or mistaken only when the debtor lacked

knowledge of the underlying facts or lacked a potential motive to conceal.

3. The Court did not decide whether judicial estoppel applies in the bankruptcy context or whether bad

faith is required for its application.

KEY QUOTATIONS

“To determine whether an omission was inadvertent or mistaken for purposes of judicial estoppel, courts

should look to the totality of the circumstances surrounding the omission.” (608 U.S. ___, 2)

“The rigidity comes from the Fifth Circuit’s failure to fully recognize that “judicial estoppel is an equitable
doctrine.”” (608 U.S. | 7)

“To determine whether the omission was inadvertent or a mistake, the Fifth Circuit instead should have
examined the totality of the circumstances surrounding Keathley’s failure to report his personal-injury claims
earlier.” (608 U.S. , 8)

“A near-dispositive criterion is a poor fit for a fair inquiry into whether an omission is actually the result of

inadvertence or mistake.” (608 U.S. | 9)

FACTUAL BACKGROUND

Keathley and his wife were participating in a Chapter 13 bankruptcy case with a confirmed five-year repayment
plan. After Keathley was injured in a car accident, he retained counsel and intended to sue Buddy Ayers
Construction, but neither he nor his bankruptcy counsel disclosed the potential claim while the bankruptcy case
remained open. When Buddy Ayers moved for summary judgment in the later personal-injury action, Keathley

amended his bankruptcy schedules and submitted evidence that the omission had been inadvertent.

PROCEDURAL HISTORY

Keathley and his wife filed a Chapter 13 bankruptcy petition in the Eastern District of Arkansas in December
2019, and the Bankruptcy Court confirmed an amended repayment plan in April 2020. After Keathley was

injured in an August 2021 automobile accident, he filed a personal-injury action in the Northern District of



Mississippi without disclosing the claim in the open bankruptcy case. The District Court granted Buddy Ayers
Construction summary judgment on judicial-estoppel grounds, and the Fifth Circuit affirmed under circuit
precedent limiting inadvertence or mistake to lack of knowledge of the underlying facts or lack of a potential

motive to conceal. The Supreme Court vacated and remanded.
DISPOSITION

vacated

REMAND INSTRUCTIONS

The judgment of the Fifth Circuit was vacated, and the case was remanded for further proceedings consistent
with the opinion, including a holistic, totality-of-the-circumstances inquiry into whether Keathley's omission was

inadvertent or mistaken.
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