United States v. Licavoli, 58 T. C. 742 (1972)

A trial court has discretion to balance the rights of civil litigants to discovery against
the public interest in criminal proceedings when considering a stay of civil
proceedings.

Summary

In United States v. Licavoli, the Tax Court denied a motion to stay civil tax
proceedings pending the outcome of a criminal indictment against the petitioner for
tax evasion. The court held that it had discretion to allow limited discovery in the
civil case, despite the pending criminal matter, as the discovery was necessary for
the petitioner to prepare for an evidentiary hearing on a constitutional issue. The
court reasoned that the public interest in law enforcement did not outweigh the
petitioner’s right to a prompt civil trial, given the circumstances. This case
illustrates the court’s authority to manage concurrent civil and criminal proceedings
and the factors considered in deciding whether to grant a protective order.

Facts

Petitioner was subject to a jeopardy assessment for tax deficiencies and fraud
penalties for the years 1969-1972. The IRS seized petitioner’s property and issued a
statutory notice of deficiency. Petitioner filed a petition in Tax Court to challenge the
assessment. After the case was set for trial, petitioner was indicted for income tax
evasion for 1969. Respondent moved for a protective order to stay the civil
proceedings pending the criminal case, arguing that petitioner was seeking evidence
inadmissible in the criminal case. The Tax Court had previously granted limited
discovery to petitioner for an evidentiary hearing on whether a search at Kennedy
Airport violated his Fourth Amendment rights.

Procedural History

Petitioner filed a petition in Tax Court on December 11, 1974, to challenge the IRS
jeopardy assessment and deficiency notice. The case was set for trial on March 22,
1976. On December 23, 1975, petitioner was indicted for income tax evasion.
Respondent then moved for a protective order to stay the civil proceedings. The Tax
Court denied the motion, allowing limited discovery to proceed for the evidentiary
hearing on the Fourth Amendment issue.

Issue(s)

1. Whether the Tax Court should grant a protective order to stay civil tax
proceedings pending the outcome of a related criminal indictment.

Holding

1. No, because the court has discretion to balance the rights of civil litigants to
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discovery against the public interest in criminal proceedings, and the facts of this
case warranted limited discovery for the evidentiary hearing.

Court’s Reasoning

The Tax Court emphasized its discretionary power to manage the interplay between
civil and criminal proceedings. It noted the distinction between civil and criminal
actions but stressed that this does not preclude considering the impact of civil
discovery on criminal proceedings. The court applied the balancing test articulated
in Campbell v. Eastland, weighing the public interest in law enforcement against the
petitioner’s right to a prompt civil trial. Key factors included the timing of the
criminal indictment (16 months after the jeopardy assessment), the necessity of the
discovery for the evidentiary hearing, and the lack of other remedies available to
petitioner. The court also considered that the discovery sought was not for the
purpose of obtaining evidence inadmissible in the criminal case but was necessary
for the constitutional issue. The court cited the principle that a civil litigant should
not be allowed to use civil discovery to circumvent criminal discovery restrictions,
but found that the limited discovery granted was justified under the circumstances.
The court also referenced its prior case, Jack E. Golsen, to affirm its discretion in
applying the Third Circuit’s test for the admissibility of statements in the civil
context.

Practical Implications

This decision provides guidance on how courts should balance the rights of civil
litigants to discovery against the public interest in criminal proceedings. It
underscores the importance of judicial discretion in managing concurrent civil and
criminal cases, particularly when discovery is necessary for constitutional
challenges. Practitioners should be aware that courts may permit limited civil
discovery even when a related criminal case is pending, especially if the discovery is
crucial for a constitutional issue. The case also highlights the need for timely action
in criminal proceedings when a jeopardy assessment has been made, as delays may
influence the court’s decision on stays. Subsequent cases like United States v.
Kordel have cited Licavoli in discussing the court’s authority to manage parallel
proceedings.
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