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SUMMARY

The Texas Fourth Court of Appeals reversed a summary judgment in favor of Bexar Appraisal District
in a dispute over Rolling Oaks Mall LLC’s 2021 ad valorem tax valuation. The court held that the
bankruptcy court’s dismissal of the Mall’s request for a tax determination under 11 U.S.C. § 505, as
interpreted by the reviewing federal district court, constituted abstention rather than a merits
determination. Accordingly, res judicata, collateral estoppel, and mootness did not bar the state-court
tax challenge, and the case was remanded for further proceedings.
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PROCEDURAL POSTURE Appeal from a summary judgment granting Bexar Appraisal District's
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QUESTIONS PRESENTED

1. Whether the bankruptcy court's dismissal of Rolling Oaks's 11 U.S.C. § 505 proceeding, as reviewed by
the federal district court, was a merits determination that barred the state tax suit.

2. Whether the District established as a matter of law its affirmative defenses of res judicata, collateral
estoppel, and mootness.

3. Whether Rolling Oaks was entitled to summary judgment negating those affirmative defenses.

4. Whether judicial estoppel barred Rolling Oaks from pursuing its state-court tax challenge.

HOLDINGS

1. The federal district court's ruling controlled and established that the bankruptcy court exercised its
discretion to abstain from determining Rolling Oaks's tax liability; the dismissal therefore was not a
merits adjudication of the ad valorem tax issue.

2. The District could not prevail as a matter of law on res judicata, collateral estoppel, or mootness because
the bankruptcy court did not issue a final merits judgment on the tax liability and a live controversy
remained in the state tax suit.

3. Rolling Oaks established as a matter of law that the District's affirmative defenses failed, and the trial
court erred by denying Rolling Oaks's motion for summary judgment.

4. Judicial estoppel did not bar Rolling Oaks from pursuing its state-court tax challenge because Rolling
Oaks did not prevail in the bankruptcy proceeding and consistently maintained that the state tax suit
could continue if the § 505 proceeding did not resolve the valuation dispute.

KEY QUOTATIONS

“Section 505(a)(1) permits, but does not require, the bankruptcy court to determine a debtor’s tax liability.”
(at 5)

“In sum, because a live controversy continues to exist between the parties on account of the bankruptcy
court’s abstention, rather than ruling, on the merits of the Mall’s section 505 proceeding, the District cannot
prevail as a matter of law on its affirmative defenses of res judicata, collateral estoppel, or mootness.” (at 9)

“Accordingly, we hold that judicial estoppel does not bar the relief the Mall seeks.” (at 11)

FACTUAL BACKGROUND

Rolling Oaks Mall disputed Bexar Appraisal District's appraisal of its 2021 ad valorem tax liability and pursued
the required administrative and state-court tax-review process. During that process, Rolling Oaks and its parent
entered Chapter 11 bankruptcy, and a proof of claim for the appraised tax amount was filed without a timely
objection by Rolling Oaks. Rolling Oaks separately sought a determination of its tax liability under 11 U.S.C. §



505, but the bankruptcy court abstained and dismissed the proceeding; the federal district court affirmed that
abstention. The state trial court then treated the bankruptcy dismissal as precluding the pending state tax suit.

PROCEDURAL HISTORY

Rolling Oaks challenged the District's appraisal of its 2021 ad valorem taxes through the administrative process,
paid the required taxes, and appealed the adverse administrative ruling to the Bexar County district court. While
the administrative process was pending, Rolling Oaks and its parent filed Chapter 11 bankruptcy; Rolling Oaks
then brought an adversary proceeding under 11 U.S.C. § 505, which the bankruptcy court dismissed with
prejudice after abstaining from determining the tax liability. The federal district court affirmed the abstention
decision. The state trial court thereafter granted the District summary judgment based on res judicata, collateral
estoppel, and mootness, and the Mall appealed.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Reverse the trial court's orders, render judgment for Rolling Oaks Mall LLC on the District's affirmative
defenses of res judicata, collateral estoppel, and mootness, and remand for further proceedings consistent with
the opinion.
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