McCoy v. Commissioner, 76 T. C. 1027 (1981)

The Tax Court may impose severe sanctions, including dismissal of the case, for a
petitioner’s persistent refusal to comply with discovery requests and court orders.

Summary

In McCoy v. Commissioner, the U. S. Tax Court upheld the imposition of severe
sanctions against the taxpayers for their refusal to comply with discovery requests
and court orders. The McCoys, tax protesters, invoked an overbroad Fifth
Amendment claim to avoid answering interrogatories and producing documents,
despite being ordered to do so. The court found their refusal constituted a default
under the Tax Court Rules, justifying dismissal of their case and entry of judgment
for the Commissioner. This decision underscores the court’s authority to enforce its
discovery orders and its frustration with tax protester cases, setting a precedent for
handling similar situations.

Facts

The Commissioner of Internal Revenue determined income tax deficiencies and
additions to tax against Norman E. McCoy and Mary Louise McCoy for the years
1973-1976. The McCoys, self-represented tax protesters, challenged these
determinations in the U. S. Tax Court. They raised numerous objections based on
various historical documents and constitutional provisions, demanding a jury trial
and seeking $5 million in gold and silver. The Commissioner filed a motion to compel
the McCoys to respond to interrogatories and produce documents. Despite a court
order to comply by April 9, 1981, the McCoys refused, citing an overbroad Fifth
Amendment privilege without specifying any potential crimes.

Procedural History

The McCoys filed a petition challenging the Commissioner’s determinations. The
Commissioner filed a motion to compel discovery, which was heard by Judge Nims
on March 20, 1981. The McCoys’ refusal to comply led to an order to show cause at
the May 18, 1981, calendar call. At this session, the McCoys again refused to
comply, resulting in the imposition of sanctions and dismissal of their case.

Issue(s)

1. Whether the McCoys’ persistent refusal to answer interrogatories and produce
documents, despite a court order, constitutes a default under Rule 123(a) of the Tax
Court Rules.

2. Whether such refusal justifies dismissal of the case and entry of judgment against
the McCoys pursuant to Rules 104(c)(3), 104(d), 123(a), and 123(b) of the Tax Court
Rules.

Holding
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1. Yes, because the McCoys’ refusal to comply with the court’s order to answer
interrogatories and produce documents constituted a default under Rule 123(a).

2. Yes, because the McCoys’ persistent refusal to comply with discovery requests
and court orders justified the imposition of severe sanctions, including dismissal of
the case and entry of judgment against them, under Rules 104(c)(3), 104(d), 123(a),
and 123(b).

Court’s Reasoning

The court applied Rule 123(a), which allows for sanctions when a party fails to
comply with a discovery order. The McCoys’ refusal to answer interrogatories and
produce documents was deemed a default because they invoked an overbroad Fifth
Amendment privilege without specifying any potential crimes. The court emphasized
that the privilege against self-incrimination requires a real danger of criminal
prosecution, not merely speculative possibilities. The court also cited Rule 104(c)(3)
and (d), which permit dismissal of a case for failure to prosecute or comply with
court orders. The court’s decision was influenced by the need to maintain the
orderly conduct of litigation and its frustration with tax protester cases that raise
frivolous issues. The court quoted from its opinion: “The time has arrived when the
Court should deal summarily and decisively with such cases without engaging in
scholarly discussion of the issues. “

Practical Implications

This decision reinforces the Tax Court’s authority to enforce its discovery orders and
impose severe sanctions for non-compliance. Attorneys should advise clients of the
potential consequences of refusing to comply with discovery requests, including the
risk of case dismissal. The ruling may deter tax protesters from raising frivolous
objections and refusing to comply with court orders. It also signals the court’s
impatience with such cases, potentially leading to quicker resolutions in similar
situations. Subsequent cases have applied this precedent to justify sanctions against
parties who fail to comply with discovery orders, emphasizing the importance of
cooperation in the litigation process.
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