Reddock v. Commissioner, 72 T. C. 21 (1979)

A notice of deficiency mailed after the expiration of the statute of limitations is
invalid, even if a prior notice was mailed to an incorrect address.

Summary

In Reddock v. Commissioner, the IRS mailed a notice of deficiency to the Reddocks’
old address, which was returned undelivered. A subsequent notice was sent to their
correct address after the three-year statute of limitations had expired. The Tax
Court held that the first notice, not sent to the last known address, did not suspend
the statute of limitations, rendering the second notice invalid. This decision
underscores the necessity of timely and correctly addressed notices of deficiency to
effectively challenge tax assessments within the statutory period.

Facts

Philip and Judith Reddock filed their 1974 tax return listing their Brooklyn address.
They later moved to an East 63rd Street address and appointed an attorney to
receive all notices regarding their 1974 tax liability. On April 12, 1978, the IRS
mailed a notice of deficiency to their old Brooklyn address, which was returned
undelivered. On April 26, 1978, after the three-year statute of limitations had
expired, the IRS remailed the notice to their new East 63rd Street address. The
Reddocks filed a petition with the Tax Court on July 11, 1978, challenging the
deficiency.

Procedural History

The Reddocks filed a motion to reconsider the Tax Court’s order denying their
motion to strike, dismiss, and enjoin the IRS’s assessment. The Tax Court initially
denied this motion but later granted the Reddocks’ motion for reconsideration,
striking the IRS’s answer and dismissing the case due to the statute of limitations
issue.

Issue(s)

1. Whether the assessment of a deficiency in the Reddocks’ income tax for 1974 is
barred by the three-year statute of limitations prescribed by section 6501(a) of the
Internal Revenue Code.

Holding

1. Yes, because the notice of deficiency mailed on April 26, 1978, was sent after the
statute of limitations had expired, and the prior notice mailed on April 12, 1978, to
an incorrect address did not suspend the statute.

Court’s Reasoning
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The court applied the rule that a notice of deficiency must be mailed to the
taxpayer’s last known address to suspend the statute of limitations. The power of
attorney filed by the Reddocks established that notices should be sent to their
attorney’s address, making it their last known address for tax purposes. The court
reasoned that the first notice, sent to the Brooklyn address, was invalid as it was not
sent to the last known address. Consequently, the second notice, sent after the
statute had run, could not revive the expired limitations period. The court cited
cases like Welch v. Schweitzer and Rodgers v. Commissioner to support its ruling
that an invalid initial notice cannot be corrected by a subsequent mailing after the
statute expires. The court also rejected the IRS’s argument that filing a petition
waived the defect, emphasizing that the statute of limitations goes to the core of the
IRS’s authority to assess deficiencies.

Practical Implications

This decision emphasizes the critical importance for the IRS to mail notices of
deficiency to the taxpayer’s last known address within the statutory period. For
taxpayers, it highlights the necessity of promptly updating their address with the
IRS and ensuring that powers of attorney are clear and specific. For tax
practitioners, the case underscores the need to monitor and challenge untimely
notices of deficiency. The ruling impacts how similar cases are analyzed, reinforcing
that once the statute of limitations expires, subsequent notices are ineffective. This
decision has influenced later cases, such as O’Brien v. Commissioner, where the
validity of notices and jurisdictional issues were similarly addressed.
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