Key Buick Co. v. Commissioner, 68 T. C. 178 (1977)

The U. S. Tax Court does not have the authority to award attorney’s fees to a
prevailing taxpayer, as such power is not granted by statute.

Summary

In Key Buick Co. v. Commissioner, the U. S. Tax Court ruled that it lacked the
statutory authority to award attorney’s fees to a taxpayer, even after recent
amendments to 42 U. S. C. § 1988. The court analyzed the text and legislative
history of Pub. L. 94-559, concluding that the amendment allowing fees in certain
tax cases applied only to district courts, not the Tax Court. The decision underscores
the distinction between actions initiated by the government versus those by
taxpayers, highlighting that the Tax Court’s jurisdiction does not extend to awarding
costs or fees without explicit congressional authorization.

Facts

Key Buick Company filed a motion for attorney’s fees following a favorable decision
in a tax dispute. They argued that a recent amendment to 42 U. S. C. § 1988,
enacted by Pub. L. 94-559, allowed for such fees in tax cases. The amendment
permitted fees in civil actions or proceedings by or on behalf of the U. S. to enforce
the Internal Revenue Code. However, in the Tax Court, taxpayers are always
petitioners, not defendants as contemplated by the amendment.

Procedural History

The Tax Court entered a decision in favor of Key Buick on November 4, 1976. On
February 1, 1977, Key Buick filed a motion for attorney’s fees, which the court
treated as a motion to vacate its decision due to jurisdictional considerations. The
court heard arguments on March 23, 1977, and issued its opinion on May 16, 1977,
denying the motion for lack of authority to award fees.

Issue(s)

1. Whether the Tax Court has the authority under Pub. L. 94-559 to award attorney’s
fees to a prevailing taxpayer in a tax dispute.

Holding

1. No, because the statutory language and legislative history of Pub. L. 94-559
indicate that the Tax Court lacks jurisdiction to award attorney’s fees, as the
amendment applies only to district courts and to actions initiated by the
government.

Court’s Reasoning
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The court examined the text of Pub. L. 94-559, which amended 42 U. S. C. § 1988 to
allow attorney’s fees in certain cases. The amendment specified ‘any civil action or
proceeding, by or on behalf of the United States of America’ to enforce the Internal
Revenue Code. The Tax Court noted that in its proceedings, the taxpayer is always
the petitioner, not the defendant as envisioned by the amendment. Furthermore, the
court highlighted that 42 U. S. C. § 1988 pertains to district courts’ jurisdiction, not
the Tax Court’s. The court also reviewed the legislative history, finding that
comments made by Senators during floor debates and later statements by Senator
Allen did not alter the clear intent that the amendment applied to district court
cases where the U. S. was the plaintiff. The court concluded that without specific
statutory authorization, it could not award attorney’s fees, emphasizing the
jurisdictional limits of the Tax Court.

Practical Implications

This decision clarifies that the Tax Court cannot award attorney’s fees to taxpayers,
even when they prevail against the IRS. Practitioners should advise clients that they
cannot recover legal costs in Tax Court proceedings, regardless of the merits of
their case. This ruling may influence how taxpayers approach tax disputes,
considering the financial burden of legal fees without the possibility of recovery. It
also underscores the need for explicit congressional action to expand the Tax
Court’s authority over fee awards, potentially impacting future legislative efforts in
this area. Subsequent cases have consistently followed this precedent, maintaining
the distinction between the Tax Court and district courts regarding fee awards.
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