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In 1996, P's wholly owned S corporation filed a petition for bankruptcy reorganization. The U.S. Bankruptcy Court appointed an independent trustee to administer the bankruptcy estate. In 1997, a plan of reorganization was confirmed, and the S corporation sold its principal assets. The bankruptcy trustee filed a Form 1120S for the S corporation's 1997 tax year, which reported a large gain. P failed to file his individual income tax return for 1997. From information disclosed by the S corporation on its 1997 return, R determined P's income and issued a notice of deficiency. held: The filing of a bankruptcy petition for reorganization neither terminates an S corporation's tax status nor creates a separate taxable entity. P is liable for tax on the income of the S 

corporation. held, further, P failed to follow the procedures necessary to claim low-income housing tax credits. held, further, statements made by R's representative at a bankruptcy plan confirmation hearing did not waive R's determination that P owes income taxes for 1997.
