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Allison v. Commissioner, 97 T. C. 544, 1991 U. S. Tax Ct. LEXIS 98, 97 T. C.
No. 36 (1991)

The automatic stay under 11 U. S. C. § 362(a) is not reinstated upon the reopening
of a previously discharged bankruptcy case.

Summary

In Allison v. Commissioner, the U. S. Tax Court addressed whether the automatic
stay of bankruptcy proceedings is reimposed when a debtor’s bankruptcy case is
reopened. After Ronald Allison’s bankruptcy case was discharged and closed, he
filed  a  petition  with  the  Tax  Court  contesting a  tax  deficiency.  When Allison’s
bankruptcy case was subsequently reopened, he argued for a stay of the Tax Court
proceedings. The court held that the automatic stay, terminated upon the case’s
closure, is not automatically reinstated by reopening the case. This ruling clarifies
that only a new bankruptcy filing or a specific court order can reinstate the stay,
impacting  how  attorneys  manage  concurrent  legal  actions  involving  bankrupt
debtors.

Facts

Ronald J. Allison filed for Chapter 7 bankruptcy on June 12, 1989, and received a
discharge  on  September  18,  1989.  His  case  was  closed  on  October  30,  1990.
Subsequently, on November 30, 1990, the IRS issued Allison a statutory notice of
deficiency for the taxable year 1988. Allison timely filed a petition with the U. S. Tax
Court on February 11, 1991. On February 14, 1991, Allison moved to reopen his
bankruptcy case, which was granted on February 19, 1991. He then sought to stay
the Tax Court proceedings, arguing the automatic stay should be reimposed due to
the reopened bankruptcy case.

Procedural History

Allison filed a petition with the U. S. Tax Court contesting the IRS’s deficiency
notice. After his bankruptcy case was reopened, he filed a notice of automatic stay in
the Tax Court, asserting the proceedings should be stayed under 11 U. S. C. §
362(a)(8).  The  Tax  Court  issued  an  Order  to  Show  Cause,  prompting  the
Commissioner’s response that the stay was not reinstated. The Tax Court then ruled
on the issue of whether the stay was reimposed by the reopening of the bankruptcy
case.

Issue(s)

1. Whether the automatic stay under 11 U. S. C. § 362(a) is reinstated upon the
reopening  of  a  debtor’s  Chapter  7  bankruptcy  case  that  had  previously  been
discharged and closed.

Holding
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1. No, because the automatic stay is terminated when a bankruptcy case is closed,
dismissed, or a discharge is granted or denied under 11 U. S. C. § 362(c)(2), and
reopening the case does not automatically reinstate the stay.

Court’s Reasoning

The Tax Court reasoned that the automatic stay under 11 U. S. C. § 362(a) is only
imposed upon the filing of a bankruptcy petition under sections 301, 302, or 303 of
the Bankruptcy  Code.  The court  highlighted that  the stay  terminates  upon the
earliest  occurrence  of  the  case  being  closed,  dismissed,  or  a  discharge  being
granted or denied, as stated in § 362(c)(2). Since Allison’s bankruptcy case had been
discharged and closed, the stay was terminated. The court emphasized that there is
no statutory provision allowing the stay to be reimposed upon reopening a case,
citing In re Trevino and other cases to support this interpretation. The court also
noted that the policy behind the automatic stay is to avoid duplicative litigation, but
without evidence that the bankruptcy court would consider the tax issues, it would
not assume the stay should be reimposed. If necessary, the bankruptcy court could
issue an order to stay the Tax Court proceedings under 11 U. S. C. § 105.

Practical Implications

This decision clarifies that attorneys should not assume an automatic stay will be
reinstated upon the reopening of a bankruptcy case. Practitioners must monitor
bankruptcy proceedings closely and, if needed, seek a specific stay order from the
bankruptcy court if concurrent legal actions are involved. This ruling may influence
debtors to file new bankruptcy petitions rather than reopen closed cases if they seek
to stay other  legal  proceedings.  Additionally,  this  case distinguishes itself  from
Kimmerling v. Commissioner, where the stay’s reactivation was unclear, reinforcing
that only a new filing or court order can reinstate the stay. Subsequent cases, such
as Halpern v. Commissioner, have further clarified the need for explicit court orders
to manage concurrent legal proceedings in bankruptcy contexts.


