
proof rule in question here bears only on
validity, and as to that the Vanstonopin-
ion specifically states that “[w]hat claims
of creditors are valid and subsisting oblig-
ations … is to be determined by reference
to state law.” 329 U.S., at 161 (footnote
omitted). Nor is the trustee helped by City
of New Yorkv. Saper,336 U.S. 328, 332
(1949), which mentions “prov[ing]” gov-
ernment claims in the same manner as
other debts; the reference was to the pro-
cedure by which proof of claim was sub-
mitted and not to the validity of the claim.
While it is true that federal law has gener-
ally evolved to impose the same proce-
dural requirements for claim submission
on tax authorities as on other creditors,
ibid., nothing in that evolution has
touched the underlying laws on the ele-
ments sufficient to prove a valid state
claim.

Finally, the trustee argues that the Code-
mandated priority enjoyed by taxing au-
thorities over other creditors, see 11
U.S.C. §§ 507(a), 503(b)(1)(B), requires a
compensating equality of treatment when
it comes to demonstrating validity of
claims. But we think his argument distorts
the legitimate powers of a bankruptcy
court and begs the question about the rele-
vant principle of equality.

Bankruptcy courts do indeed have some
equitable powers to adjust rights between
creditors. See, e.g., §510(c) (equitable
subordination). That is, within the limits
of the Code, courts may reorder distribu-
tions from the bankruptcy estate, in whole
or in part, for the sake of treating legiti-
mate claimants to the estate equitably. But
the scope of a bankruptcy court’s equi-
table power must be understood in the
light of the principle of bankruptcy law
discussed already, that the validity of a
claim is generally a function of underly-
ing substantive law. Bankruptcy courts
are not authorized in the name of equity to
make wholesale substitution of underly-
ing law controlling the validity of credi-
tors’ entitlements, but are limited to what
the Bankruptcy Code itself provides. See
United Statesv. Reorganized CF&I Fab-
ricators of Utah, Inc.,518 U.S. 213,
228—229 (1996); United Statesv.
Noland,517 U.S. 535, 543 (1996).

Moreover, even on the assumption that a
bankruptcy court were to have a free
hand, the case for a rule placing the bur-

den of proof uniformly on all bankruptcy
creditors is not self-evidently justified by
the trustee’s invocation of equality. Cer-
tainly the trustee has not shown that equal
treatment of all bankruptcy creditors in
proving debts is more compelling than
equal treatment of comparable creditors
in and out of bankruptcy. The latter sort of
equality can be provided by a bankruptcy
court as a matter of course, whereas the
trustee’s notion of equality could not be
uniformly observed consistently with
other bankruptcy principles. Consider the
case when tax litigation is pending at the
time the taxpayer files for bankruptcy.
The tax litigation will be subject to an au-
tomatic stay, but the stay can be lifted by
the bankruptcy court for cause, see 11
U.S.C. § 362(d)(1), which could well in-
clude, among other things, a lack of good
faith in attempting to avoid tax proceed-
ings, or in attempting to favor private
creditors who might escape the disadvan-
tage of a priority tax claim under the
trustee’s proposed rule. See generally 3
Collier on Bankruptcy ¶362.07[6][a], pp.
362—101 to 362—102 (rev. 15th ed.
2000) (noting that bad faith commence-
ment of case justifies lifting stay); Inter-
nal Revenue Service v. Bacha, 166 B. R.
611, 612 (Bkrtcy. Ct. Md. 1993) (lifting
automatic stay when bankruptcy filing
was attempt to avoid tax proceedings). If
the bankruptcy court exercises its discre-
tion to lift the stay, the burden of proof
will be on the taxpayer in the pre-existing
tax litigation, and a tax liability determi-
nation will be final. See 11 U.S.C. 
§ 505(a)(2)(A). We see no reason that
Congress would have intended the burden
of proof (and consequent vindication of
this trustee’s vision of equality) to depend
on whether tax authorities have initiated
proceedings against a debtor before a
bankruptcy filing. Thus, the uncertainty
and increased complexity that would be
generated by the trustee’s position is an-
other reason to stick with the simpler rule,
that in the absence of modification ex-
pressed in the Bankruptcy Code the bur-
den of proof on a tax claim in bankruptcy
remains where the substantive tax law
puts it.

The judgment of the Court of Appeals is
affirmed.

It is so ordered.

Section 3221.—Rate of Tax

Determination of Quarterly Rate
of Excise Tax for Railroad
Retirement Supplemental
Annuity Program

In accordance with directions in section
3221(c) of the Railroad Retirement Tax
Act (26 U.S.C. 3221(c)), the Railroad Re-
tirement Board has determined that the
excise tax imposed by such section 3221
(c) on every employer, with respect to
having individuals in his employ, for each
work-hour for which compensation is
paid by such employer for services ren-
dered to him during the quarter beginning
April 1, 2000, shall be at the rate of 26 1/2
cents. 

In accordance with directions in section
15(a) of the Railroad Retirement Act of
1974, the Railroad Retirement Board has
determined that for the quarter beginning
April 1, 2000, 37.2 percent of the taxes
collected under sections 3211(b) and
3221(c) of the Railroad Retirement Tax
Act shall be credited to the Railroad Re-
tirement Account and 62.8 percent of the
taxes collected under such sections
3211(b) and 3221(c) plus 100 percent of
the taxes collected under section 3221(d)
of the Railroad Retirement Tax Act shall
be credited to the Railroad Retirement
Supplemental Account.

Dated  March 1, 2000. 
By authority of the Board.

Beatrice Ezerski,
Secretary to the Board.

(Filed by the Office of the Federal Register on
March 16, 2000, 8:45 a.m., and published in the
issue of the Federal Register for March 17, 2000, 65
F.R. 14636)

Section 6049.—Returns
Regarding Payments of Interest

26 CFR 1.6049–4: Return of information as to
interest paid and original issue discount includible
in gross income after December 31, 1982.

Will the Service require a depositor who receives
a “de minimispremium” to treat the value of the pre-
mium as includible in gross income or to reduce the
basis in the account, and will it require a financial
institution that provides a “de minimispremium” to
treat it as interest for purposes of information report-
ing under section 6049. See Rev. Proc. 2000–30,
page 113.


