Beacon Auto Stores, Inc. v. Commissioner, 42 B.T.A. 703 (1940)

A second notice of deficiency for the same tax period is invalid if issued after the
statutory period for assessment, even if the taxpayer did not contest the specific tax
in the first notice.

Summary

Beacon Auto Stores involved the validity of a second deficiency notice issued after a
prior assessment and after the statutory period for assessment had expired. The
Commissioner issued an initial deficiency notice for income, declared value excess
profits, and excess profits taxes. The taxpayer only contested the excess profits tax.
The Commissioner then issued a second deficiency notice for income tax for the
same period. The Board of Tax Appeals held that the second notice was invalid
because it was issued after the statutory period for assessment had expired, even
though the taxpayer had not contested the income tax deficiency in the first notice.

Facts

The Commissioner mailed a statutory notice of deficiency to Beacon Auto Stores,
Inc. (New Jersey corporation) on May 24, 1946, determining deficiencies in income,
declared value excess profits, and excess profits taxes for the period January 1 to
June 30, 1941. A similar notice of transferee liability was mailed to Beacon Auto
Stores, Inc. (Delaware corporation). The taxpayer filed a petition with the Board of
Tax Appeals contesting the excess profits tax deficiency but did not contest the
income tax deficiency. The Commissioner assessed the income tax deficiency on
October 4, 1946. On August 14, 1947, the Commissioner mailed a second statutory
notice determining an additional income tax deficiency for the same period.

Procedural History

The taxpayer filed a petition with the Board of Tax Appeals (Docket Nos. 11544 and
11545) contesting the original deficiency notice. The Commissioner moved to
dismiss the petitions insofar as they related to the income tax deficiencies, arguing
that the petitions raised no issues as to income tax liability. The Board granted these
motions. The Board later entered decisions of no deficiency in excess profits tax. The
taxpayer then filed another petition (Docket Nos. 16454 and 16455) contesting the
second deficiency notice, arguing it was untimely.

Issue(s)

Whether the second statutory notice determining an additional income tax
deficiency for the same taxable period, sent to the same taxpayer, is valid when
issued after the statutory period for assessment, even though the taxpayer did not
contest the income tax deficiency in response to the first notice?

Holding
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No, because the second statutory notice was issued after the expiration of the period
the parties had consented to for assessment and collection of taxes.

Court’s Reasoning

The Board of Tax Appeals reasoned that the Commissioner could issue multiple
deficiency notices within the statutory period for assessment. However, in this case,
the second notice was issued after the statutory period had expired, as extended by
the consent agreements under section 276(b) of the Internal Revenue Code. The
Board acknowledged that if the taxpayer had contested the income tax deficiency in
the first proceeding, section 272(f) of the Internal Revenue Code would bar the
second deficiency notice. Even though the taxpayer only contested the excess profits
tax in the first proceeding, the second notice was still invalid because the statutory
period for assessment had expired. The court noted, “Undoubtedly the respondent
may issue as many notices of deficiency covering the same tax for the same tax
period as he may desire, within the statutory period prescribed by section 275 (a),
supra, and within the further period within which the parties consented in writing as
provided in section 276 (b), supra.” Because the second notice came after this
extended period, it was deemed invalid.

Practical Implications

This case clarifies that the Commissioner’s power to issue multiple deficiency
notices for the same tax period is limited by the statutory assessment period. Even if
a taxpayer fails to contest a specific tax in response to the first deficiency notice, the
Commissioner cannot issue a second notice for that tax after the assessment period
has expired. This decision protects taxpayers from perpetual uncertainty regarding
their tax liabilities and emphasizes the importance of the statutory assessment
period. This case is important for understanding the limitations on the IRS’s ability
to issue multiple deficiency notices and the taxpayer’s rights in such situations.
Later cases would likely cite this when arguing a deficiency notice was issued
outside the agreed upon statute of limitations.
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