Lifter v. Commissioner, 59 T. C. 818 (1973)

A notice of deficiency is valid if sent to the taxpayer’s last known address, even if not
the current address, provided the taxpayer receives actual notice in time to file a
petition.

Summary

In Lifter v. Commissioner, the IRS sent a notice of deficiency to the address listed on
the Lifters’ 1968 tax return, which was outdated, rather than their current
residence. The court upheld the notice’s validity because the Lifters received actual
notice through their attorney before the statute of limitations expired, allowing them
ample time to file a petition. The case emphasizes that the IRS’s duty to send notices
to the last known address is fulfilled if the taxpayer receives actual notice and is not
prejudiced by any technical errors in mailing.

Facts

Daniel and Helene Lifter filed their 1968 tax return using their business address in
North Miami, Florida, despite living in Miami Beach. The IRS sent a notice of
deficiency to the business address listed on the return, which was no longer in use.
The IRS was aware of the Lifters’ residence address due to ongoing audits for
previous years but chose the business address as it was the last known address
provided on the 1968 return. A copy of the notice was also sent to the Lifters’
attorney, Richard B. Wallace, who had represented them in prior audits and was
later authorized to handle their 1968 tax matters.

Procedural History

The Lifters filed a motion to dismiss for lack of jurisdiction, arguing that the notice
of deficiency was invalid because it was not sent to their last known address. The
Tax Court denied the motion, finding that the notice was valid despite being sent to
an outdated address because the Lifters received actual notice in time to file a
petition.

Issue(s)

1. Whether a notice of deficiency sent to the address listed on the taxpayer’s return,
rather than their current residence, is valid under IRC § 6212(b)(1).

2. Whether the statute of limitations on assessment of a deficiency for 1968 had run
due to the allegedly invalid notice.

Holding

1. Yes, because the IRS sent the notice to the last known address provided by the
taxpayers on their 1968 return, and the taxpayers received actual notice in time to
file a petition.
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2. No, because the notice of deficiency was valid, the statute of limitations was
suspended, preventing it from running.

Court’s Reasoning

The court applied IRC § 6212(b)(1), which requires the IRS to send notices of
deficiency to the taxpayer’s last known address. The court determined that the
address on the 1968 return was the last known address since the Lifters did not
provide a different address for that year. The IRS’s decision to send the notice to
this address was reasonable, especially given the Lifters’ use of multiple addresses.
The court also emphasized that the purpose of the statute—to ensure the taxpayer
receives notice—was fulfilled because the Lifters received actual notice through
their attorney before the statute of limitations expired. The court cited numerous
cases supporting the validity of notices when actual notice is received, even if not
sent to the current address. The court rejected a strict interpretation of the statute,
focusing instead on whether the taxpayers were prejudiced by the IRS’s actions.

Practical Implications

This decision instructs attorneys and taxpayers that the IRS’s duty to send a notice
of deficiency to the last known address is satisfied if the taxpayer receives actual
notice in time to file a petition. Practitioners should ensure that clients update their
addresses with the IRS to avoid similar issues. The ruling also suggests that sending
a copy of the notice to the taxpayer’s representative can be a prudent practice to
ensure actual notice. This case has been cited in subsequent decisions to support
the validity of notices of deficiency when sent to outdated addresses but where
actual notice is received. It underscores the importance of timely communication
between taxpayers and their representatives to protect their rights in tax
proceedings.
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