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McDonald v. Commissioner, 76 T. C. 750 (1981)

A notice of deficiency is valid if mailed to the taxpayer at their last known address,
even if a copy is not sent to the taxpayer’s counsel as requested in a power of
attorney.

Summary

In McDonald v. Commissioner, the U. S. Tax Court upheld the validity of a notice of
deficiency mailed to the taxpayer but not to his counsel, as specified in a power of
attorney.  The  case  involved  Chester  R.  McDonald,  who  received  a  notice  of
deficiency for gift tax but did not file a timely petition. The court ruled that the
notice was valid under section 6212 of the Internal Revenue Code, which requires
mailing  to  the  taxpayer’s  last  known  address.  Despite  the  Commissioner’s
representation that a copy was sent to counsel, the court found that the failure to do
so  did  not  invalidate  the  notice.  The  decision  reinforces  that  the  statutory
requirements for a notice of deficiency are strict and that estoppel does not apply in
this context.

Facts

Chester R. McDonald, a resident of Green Bay, Wisconsin, filed a gift tax return for
the quarter ended June 30,  1975.  He executed a power of  attorney appointing
Robert E. Nelson to represent him and receive copies of notices and communications
from the IRS. After negotiations failed, McDonald requested a notice of deficiency,
which was issued on January 22, 1980, and mailed to him at his last known address.
The notice included a statement indicating that a copy was sent to his counsel, but
no copy was actually sent. McDonald received the notice but did not file a petition
within the required 90 days.

Procedural History

The Commissioner moved to dismiss McDonald’s petition for lack of jurisdiction due
to the untimely filing. McDonald objected, arguing that the notice of deficiency was
invalid because a copy was not sent to his counsel. The Tax Court heard arguments
and reviewed stipulated facts before issuing its decision.

Issue(s)

1. Whether the failure to send a copy of the notice of deficiency to the taxpayer’s
counsel, as requested in a power of attorney, invalidates an otherwise valid notice of
deficiency.

Holding

1. No, because the Internal Revenue Code section 6212 requires only that the notice
be mailed to the taxpayer at their last known address, and the failure to send a copy
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to counsel does not affect the notice’s validity.

Court’s Reasoning

The court emphasized that section 6212 of the Internal Revenue Code sets a clear
standard for the validity of a notice of deficiency, requiring only that it be mailed to
the taxpayer’s last known address. The court cited previous decisions, such as Altieri
v.  Commissioner  and  DeWelles  v.  Commissioner,  to  support  the  position  that
sending a copy to counsel is a courtesy and does not affect the notice’s validity. The
court rejected McDonald’s estoppel argument, stating that even if the Commissioner
misrepresented that a copy was sent to counsel, it would not invalidate the notice.
The court noted that the doctrine of estoppel is applied against the Commissioner
with caution and does not extend to this situation. The court concluded that the
notice of deficiency was valid and that McDonald’s petition was untimely.

Practical Implications

This  decision  underscores  the  importance  of  strict  adherence  to  statutory
requirements for notices of deficiency. Practitioners must ensure that taxpayers
receive notices at their last known address, as the failure to send a copy to counsel
does not affect the notice’s validity. This ruling limits the use of estoppel against the
IRS  in  this  context,  emphasizing  that  taxpayers  must  file  petitions  within  the
statutory period regardless of representations made by the IRS. The decision may
influence how attorneys advise clients on the importance of timely filing petitions
and  the  limitations  of  relying  on  powers  of  attorney  for  receiving  notices.
Subsequent  cases  have  reinforced  this  principle,  further  solidifying  the  IRS’s
position on notice validity.


