Halcomb v. Commissioner, T.C. Memo. 1988-86

Confirmation of a Chapter 13 bankruptcy plan does not terminate the automatic stay
imposed by 11 U.S.C. § 362(a)(8) with respect to pre-petition tax liabilities, thus
precluding Tax Court jurisdiction during the stay period.

Summary

In Halcomb v. Commissioner, the Tax Court addressed whether the confirmation of a
Chapter 13 bankruptcy plan terminates the automatic stay, thereby allowing the Tax
Court to exercise jurisdiction. The court held that confirmation of a Chapter 13 plan
does not terminate the automatic stay, which remains in effect until the bankruptcy
case is closed, dismissed, or a discharge is granted or denied. Consequently, the Tax
Court lacked jurisdiction to hear the case while the automatic stay was in place,
dismissing the petition for lack of jurisdiction.

Facts

Petitioner failed to file a timely federal income tax return for 1983. The IRS
determined a deficiency for 1983 based on income information. Subsequently, in
June 1986, Petitioner filed for Chapter 13 bankruptcy. He filed a Chapter 13 plan in
July 1986, which the bankruptcy court confirmed in August 1986. The IRS filed
proofs of claim for 1981 and 1982 taxes but not for 1983, as those taxes were non-
dischargeable. In October 1986, the IRS mailed a notice of deficiency for 1983.
Petitioner then filed a petition with the Tax Court in December 1986.

Procedural History

The IRS moved to dismiss the Tax Court petition for lack of jurisdiction, arguing that
the automatic stay under 11 U.S.C. § 362(a)(8) was in effect when the petition was
filed. Petitioner argued that confirmation of his Chapter 13 plan terminated the
automatic stay. The Tax Court considered the IRS’s motion to dismiss.

Issue(s)

1. Whether the confirmation of a Chapter 13 bankruptcy plan terminates the
automatic stay provisions of 11 U.S.C. § 362(a)(8) with respect to pre-petition tax
liabilities.

2. Whether, if the automatic stay is still in effect, the Tax Court has jurisdiction to
hear a petition filed during the stay.

Holding

1. No, because under 11 U.S.C. § 362(c), the automatic stay in a Chapter 13 case
remains in effect until the case is closed, dismissed, or a discharge is granted or
denied, and confirmation of a plan is not one of these enumerated events.
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2. No, because the automatic stay under 11 U.S.C. § 362(a)(8) specifically precludes
the commencement or continuation of Tax Court proceedings while the stay is in
effect.

Court’s Reasoning

The court reasoned that 11 U.S.C. § 362(c) clearly outlines the conditions for the
termination of an automatic stay, which are the closing of the bankruptcy case,
dismissal of the case, or the granting or denial of discharge. The court emphasized
that confirmation of a Chapter 13 plan is not listed as an event that terminates the
stay. The court distinguished the case In re Dickey, relied on by the petitioner,
noting that Dickey involved post-petition tax liabilities and did not address Tax Court
jurisdiction. The court stated, “Section 362(c) of the bankruptcy code is clear and
unambiguous. The automatic stay is in effect until one of the enumerated events
takes place.” The court further noted that 11 U.S.C. § 1328, regarding discharge in
Chapter 13 cases, specifies that discharge typically occurs after completion of
payments under the plan, further supporting that confirmation is not equivalent to
discharge or case closure. Therefore, because the automatic stay was still in effect
when the petition was filed, the Tax Court lacked jurisdiction.

Practical Implications

Halcomb v. Commissioner clarifies that the automatic stay in bankruptcy,
particularly in Chapter 13 cases, remains robust even after plan confirmation,
especially concerning pre-petition tax liabilities. For legal practitioners, this case
reinforces the importance of understanding the duration of the automatic stay and
its impact on Tax Court jurisdiction. It means that taxpayers in Chapter 13
bankruptcy generally cannot litigate pre-petition tax deficiencies in Tax Court until
the stay is lifted - typically after discharge, case closure, or dismissal. This decision
emphasizes the bankruptcy court as the primary initial forum for issues arising
during the bankruptcy process, even those involving tax liabilities, until the
bankruptcy stay is formally concluded. Later cases have consistently applied this
principle, ensuring that Tax Court proceedings are properly stayed to respect the
bankruptcy court’s jurisdiction during the pendency of a bankruptcy case.
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