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Harris v. Commissioner, 81 T. C. 775 (1983)

Rule  155  proceedings  in  the  Tax  Court  are  strictly  limited  to  computing  the
deficiency based on issues already decided and cannot be used to raise new issues
or relitigate decided matters.

Summary

In Harris v. Commissioner, the petitioners attempted to introduce income averaging
as a new issue during Rule 155 proceedings, after the trial had concluded and the
court had issued its opinion. The Tax Court rejected this attempt, holding that Rule
155 is solely for computing the deficiency based on already decided issues. The
court emphasized that new issues cannot be raised and previously decided matters
cannot be relitigated in Rule 155 proceedings. This decision reinforces the finality of
Tax Court decisions and the limitations on using Rule 155 to expand the scope of
litigation.

Facts

The trial of this case occurred on March 2, 1981, involving tax years 1976, 1977,
and 1978. The issues at trial were the taxability of certain income to petitioners or a
trust,  depreciation  and  investment  credits,  substantiation  of  deductions,  and
additions to tax. The court issued its opinion on December 23, 1981, deciding all
issues  in  favor  of  the  respondent.  Subsequently,  during  Rule  155 proceedings,
petitioners attempted to introduce income averaging as a new issue, which was not
raised during the trial or in the pleadings.

Procedural History

The Tax Court issued its opinion on December 23, 1981, directing a decision under
Rule 155. Both parties submitted computations, but petitioners included new issues
such as income averaging. The court entered a decision on April 30, 1982, adopting
the respondent’s computation. Petitioners then requested a Rule 155 hearing and
moved to amend their petition to include income averaging. The court vacated its
decision and scheduled a hearing for September 14, 1982, ultimately denying the
petitioners’ motions.

Issue(s)

1. Whether petitioners can raise a new issue, specifically income averaging, during
Rule 155 proceedings.

Holding

1. No, because Rule 155 proceedings are strictly limited to the computation of the
deficiency based on issues already decided by the court, and cannot be used to raise
new issues or relitigate decided matters.
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Court’s Reasoning

The court reasoned that Rule 155(c) explicitly limits arguments to the computation
of the deficiency based on the court’s findings and conclusions. It emphasized that
Rule 155 is not an opportunity for retrial or reconsideration of decided issues. The
court distinguished Polizzi v. Commissioner, noting that the issue in that case was
implicitly  raised by the deficiency notice,  unlike the income averaging issue in
Harris, which was never raised during the trial or in the pleadings. The court also
rejected the petitioners’ argument that they should be allowed to reopen the record,
stressing the need for finality in litigation and the avoidance of bifurcated trials. The
court noted that the petitioners, who represented themselves, had the opportunity to
raise income averaging at trial but failed to do so.

Practical Implications

This decision clarifies that Rule 155 proceedings in the Tax Court are strictly limited
to computing the deficiency based on issues already decided. Practitioners must
ensure  that  all  potential  issues,  including  alternative  positions  like  income
averaging, are raised during the trial or in the pleadings. This ruling reinforces the
finality of Tax Court decisions and prevents parties from using Rule 155 to expand
the scope of litigation. Taxpayers and their representatives should be cautious about
self-representation  and  the  importance  of  raising  all  relevant  issues  at  the
appropriate stage of the proceedings. Subsequent cases have consistently applied
this principle, further solidifying the limited scope of Rule 155.


