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Pace Oil Company, Inc. v. Commissioner of Internal Revenue, 73 T. C. 249
(1979)

Section 7502(a) of the Internal Revenue Code applies only to tax returns that would
be considered untimely without its provisions; it does not alter the filing date for
returns delivered before the due date.

Summary

Pace Oil Co. filed its tax return on April 7, 1975, within an extended filing period
ending April 15, 1975. The IRS received the return on April 9, 1975, and issued a
deficiency notice on April 10, 1978. Pace Oil argued that under Section 7502(a), the
mailing date should be considered the filing date, thus making the notice untimely.
The Tax Court held that Section 7502(a) does not apply to returns timely filed
without its provisions, ruling that the return was filed on April 9, 1975, and the
deficiency notice was timely issued.

Facts

Pace Oil Co. ‘s fiscal year ended July 31, 1974, with an initial filing deadline of
October 15, 1974, extended to April 15, 1975. Pace Oil mailed its return on April 7,
1975, which was received by the IRS on April 9, 1975. The IRS issued a statutory
notice of deficiency on April 10, 1978, asserting a tax deficiency for the year in
question.

Procedural History

Pace  Oil  filed  a  petition  with  the  Tax  Court  challenging  the  deficiency.  After
amending its petition to include a claim that the notice of deficiency was untimely,
Pace Oil  moved for summary judgment based on this argument. The Tax Court
denied the motion, ruling that the notice was timely.

Issue(s)

1. Whether Section 7502(a) of the Internal Revenue Code applies to a tax return that
is delivered before the expiration of an extended filing period, such that the mailing
date is deemed the filing date for statute of limitations purposes.

Holding

1. No, because Section 7502(a) applies only to returns that would otherwise be
considered untimely filed. The court reasoned that since the return was delivered
before the extended due date,  it  was timely filed without the need for Section
7502(a), and thus the actual delivery date, April 9, 1975, was the filing date for
statute of limitations purposes.

Court’s Reasoning
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The Tax Court analyzed Section 7502(a), which provides that a return mailed within
the prescribed period is deemed delivered on the mailing date if received after the
due date. The court noted that the section’s purpose is to deem untimely returns
timely,  not  to  change the filing date of  returns already timely  filed.  The court
referenced legislative  history  indicating  that  the  section  was  meant  to  address
returns received late, not to create a new filing date for timely returns. The court
rejected Pace Oil’s argument that the section should apply to any return mailed
during an extended period,  as  this  would  contradict  the  statute’s  purpose  and
legislative  intent.  The  court  concluded that  since  Pace  Oil’s  return  was  timely
without Section 7502(a), the actual delivery date was the filing date, and thus the
IRS’s notice of deficiency was timely issued.

Practical Implications

This decision clarifies that Section 7502(a) does not apply to tax returns delivered
before their due date, even if mailed during an extended filing period. Practitioners
should advise  clients  that  for  returns  received before the due date,  the actual
delivery date, not the mailing date, starts the statute of limitations. This ruling
impacts how attorneys and taxpayers calculate the timeliness of deficiency notices
and underscores the importance of understanding the nuances of filing deadlines
and extensions. Subsequent cases have followed this interpretation, reinforcing that
Section 7502(a) is a remedial provision for late-filed returns only.


