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59 T.C. 818 (1973)

A notice of deficiency is valid, even if not mailed to the taxpayer’s “last known
address,” if the taxpayer receives actual notice in time to file a petition and is not
prejudiced by the incorrect mailing.

Summary

The Lifters filed a motion to dismiss a deficiency notice for their 1968 taxes, arguing
it was sent to the wrong address and thus invalid, barring assessment due to the
statute of limitations. The IRS sent the notice to the business address listed on their
1968 return, but also sent a copy to their attorney, who had represented them in
previous tax matters. The Lifters received actual notice of the deficiency well within
the statutory period. The Tax Court held that the notice was valid, as the Lifters
received timely actual notice and were not prejudiced by the mailing to the incorrect
address. Therefore, the statute of limitations was suspended.

Facts

The Lifters filed their 1968 tax return, listing their business address (822 Northeast
125th Street, North Miami, Fla.) as their address.
Their actual residence was 5151 Collins Avenue, Miami Beach, Fla.
The IRS was auditing their returns for 1964-1967 and knew of their Collins Avenue
address.
The IRS sent a request for an extension of time to assess deficiencies for 1965 and
1968 to the business address, but it was returned undelivered.
A  second  request  was  sent  to  their  attorney,  Richard  B.  Wallace,  who  had
represented  them  in  prior  tax  years;  Wallace  responded,  advising  against  the
extension.
The IRS sent the deficiency notice for 1968 to the business address by certified mail,
and a copy to Wallace by regular mail.
Wallace received the copy and informed the Lifters, who then formally retained him
for the 1968 tax matter.

Procedural History

The IRS determined a deficiency in the Lifters’ 1968 federal income tax.
The Lifters moved to dismiss the deficiency notice, arguing it was invalid due to
improper mailing.
The Tax Court denied the motion, upholding the validity of the deficiency notice.

Issue(s)

Whether a notice of deficiency is invalid if not mailed to the taxpayer’s “last known
address” as required by section 6212 of the Internal Revenue Code, even if the
taxpayer receives actual notice of the deficiency within the statutory period and is
not prejudiced thereby.
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Holding

No, because the purpose of section 6212 is satisfied when the taxpayer receives
timely actual notice of the deficiency and has sufficient time to petition the Tax
Court, even if the notice was not sent to the taxpayer’s last known address. The
Court stated, “When, as here, the taxpayers received actual notice of the deficiency
at such time and in such manner that  their  interests were fully  protected,  the
purpose of section 6212 is accomplished, and there is no reason to invalidate the
notice because of alleged technical imperfections in the manner chosen for delivery
of it.”

Court’s Reasoning

The court reasoned that the primary purpose of section 6212 is to ensure that the
taxpayer is notified of the deficiency and given an opportunity to contest it in Tax
Court.  The court  emphasized that the Lifters had received actual  notice of  the
deficiency well before the statute of limitations expired and had ample time to file a
petition. The court found that the IRS agent wasn’t negligent, as the Lifters had
used multiple addresses, and the agent reasonably sent the notice to the address
listed on the return. The court distinguished cases requiring strict adherence to the
“last known address” rule, noting that in those cases, it was unclear whether the
taxpayer received actual notice in time to file a petition. The court cited numerous
cases where a technically deficient notice was upheld because the taxpayer received
actual notice and was not prejudiced. The Tax Court stated, “a taxpayer’s last known
address must be determined by a consideration of all relevant circumstances; it is
the address which, in the light of such circumstances, the respondent reasonably
believes the taxpayer wishes to have the respondent use in sending mail to him.”

Practical Implications

This case clarifies that while the IRS must make a reasonable effort to send a
deficiency notice to the taxpayer’s last known address, actual notice is paramount.
It emphasizes that courts will consider the totality of the circumstances to determine
the validity of a deficiency notice, especially where the taxpayer has used multiple
addresses or has not clearly informed the IRS of a change of address.
Tax practitioners should advise clients to maintain consistent addresses with the IRS
and  to  promptly  notify  the  IRS  of  any  changes  to  avoid  potential  issues  with
deficiency notices.
This ruling may be distinguished in cases where the taxpayer does not receive actual
notice or is prejudiced by the improper mailing, such as when the taxpayer loses the
opportunity to file a timely petition.


