Bucky Harris, Transferee of Assets of Harman Steel Corporation, et al., v.
Commissioner of Internal Revenue, 32 T.C. 1216 (1959)

The Tax Court retains jurisdiction over a tax case if the petition is filed before an
adjudication of bankruptcy, regardless of whether a bankruptcy petition was filed
earlier.

Summary

The Commissioner of Internal Revenue moved to dismiss several tax cases, arguing
the Tax Court lacked jurisdiction because the taxpayers filed for bankruptcy before
filing their petitions with the Tax Court. The Tax Court rejected the Commissioner’s
argument, holding that it had jurisdiction because the tax petitions were filed before
the adjudication of bankruptcy, as per I.R.C. 1939 § 274(a). The court found that
Treasury Regulations 118, section 39.274-1(b), which the Commissioner cited, did
not limit the Tax Court’s jurisdiction and that the regulation’s intent was to guide
trustees and the IRS, not to restrict the Tax Court’s authority. The court emphasized
that it was not concerned with the timing of bankruptcy filings as they related to its
jurisdiction.

Facts

Bucky Harris and Carmen Harris filed petitions under Chapter XI of the Bankruptcy
Act. Subsequently, the Commissioner moved to dismiss petitions related to tax
cases, arguing that the Tax Court lacked jurisdiction because the bankruptcy
petitions were filed before the tax court petitions. The Commissioner cited Treasury
Regulations 118, section 39.274-1(b) to support his argument. The adjudication of
bankruptcy occurred in December 1956.

Procedural History

The Commissioner moved to dismiss the cases for lack of jurisdiction. The Tax Court
heard the motions and considered the arguments presented, and the Tax Court
denied the motions to dismiss.

Issue(s)

Whether the Tax Court has jurisdiction over a tax case when the petition is filed
after a bankruptcy petition but before adjudication of bankruptcy?

Holding

Yes, the Tax Court has jurisdiction over a tax case if the petition is filed before the
adjudication of bankruptcy, even if a bankruptcy petition was filed earlier, because
the plain language of [.LR.C. 1939 § 274(a) controls the timing of Tax Court
jurisdiction.
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Court’s Reasoning

The court based its decision on the interpretation of I.LR.C. 1939 § 274(a), which
states that a petition cannot be filed with the Tax Court after adjudication of
bankruptcy or appointment of a receiver. Since the tax petitions were filed before
the adjudication of bankruptcy, the court held it had jurisdiction. The court explicitly
stated, “No one has authority to change by Treasury regulations the plain provisions
of section 274(a) of the Internal Revenue Code of 1939.” The court further analyzed
the cited Treasury Regulations 118, section 39.274-1(b), concluding that it was not
intended to, and could not, limit the Tax Court’s jurisdiction. This regulation was
designed to provide information and guidance for trustees and the IRS regarding the
assessment and collection of taxes in bankruptcy, not to restrict the Tax Court’s
jurisdiction. The court distinguished this case from previous cases, where the Tax
Court had no jurisdiction because the petition had been filed after bankruptcy.

Practical Implications

This case clarifies that the filing date of the tax petition in relation to the
adjudication of bankruptcy is the determining factor for Tax Court jurisdiction. Tax
practitioners should understand that the filing of a bankruptcy petition does not
automatically deprive the Tax Court of jurisdiction; the relevant date is the
adjudication of bankruptcy. The court’s ruling emphasizes the primacy of statutory
language over regulatory interpretations in determining the court’s jurisdiction. This
case underscores that regulations cannot override the clear jurisdictional mandates
established by statute. This case informs practitioners to ensure that tax petitions
are filed before the critical date for jurisdiction, which is the adjudication of
bankruptcy, even if the bankruptcy petition was filed before the tax petition. It’s
important to note the difference between tax court jurisdiction and the IRS’s ability
to assess and collect taxes during bankruptcy proceedings.
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