Sampson v. Commissioner, 81 T. C. 614 (1983)

The U. S. Tax Court may allow third-party intervention under limited circumstances,
but not as a party petitioner without a statutory notice of deficiency.

Summary

In Sampson v. Commissioner, the U. S. Tax Court addressed the issue of third-party
intervention in tax disputes. The case involved a trust that attempted to intervene in
a tax deficiency case against the Sampsons, without having received a statutory
notice of deficiency. The Tax Court held that a third party cannot become a party
petitioner without such a notice but can be allowed to intervene under certain
conditions. However, the trust’s intervention was denied because it had no
justiciable interest directly affected by the court’s decision on the Sampsons’ tax
liability. This case clarifies the jurisdictional limits of the Tax Court and the
conditions under which third-party intervention may be permitted.

Facts

The Commissioner of Internal Revenue issued a statutory notice of deficiency to
William and Lucille Sampson for the tax years 1975 through 1979, asserting that
income reported by the Lucille A. Sampson Pure Equity Trust should have been
reported by the Sampsons. The trust, which had not received a notice of deficiency,
sought to intervene in the case, claiming that the Commissioner’s determination
affected its rights and the rights of its trustees and beneficiaries. The trust’s motion
to intervene was initially denied by the Tax Court without explanation, leading to an
appeal and subsequent remand from the Sixth Circuit Court of Appeals.

Procedural History

The Commissioner issued a statutory notice of deficiency to the Sampsons, who then
filed a petition with the Tax Court. The Lucille A. Sampson Pure Equity Trust, not
having received a notice of deficiency, filed a motion to intervene as a party
petitioner, which was denied by the Tax Court. The trust appealed this decision to
the Sixth Circuit Court of Appeals, which vacated the Tax Court’s order and
remanded the case for further consideration of the trust’s intervention as a non-
party petitioner.

Issue(s)

1. Whether a third party, not having been issued a statutory notice of deficiency, can
intervene in a Tax Court proceeding as a party petitioner?

2. Whether the Tax Court has discretion to allow a third party to intervene as a non-
party petitioner?

3. Whether the Lucille A. Sampson Pure Equity Trust has a justiciable interest that
warrants intervention in the Sampsons’ tax deficiency case?
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Holding

1. No, because a third party cannot become a party petitioner without a statutory
notice of deficiency, as per the court’s jurisdiction under section 6213(a) and Rule
60(a).

2. Yes, because the Tax Court has discretion to allow third-party intervention as a
non-party petitioner in appropriate circumstances to protect the intervenor’s
interests or to administer justice.

3. No, because the trust’s interests in its validity and the rights of its trustees and
beneficiaries under state law are not directly affected by the court’s decision on the
Sampsons’ tax liability.

Court’s Reasoning

The Tax Court emphasized its limited jurisdiction, which is confined to resolving
controversies between taxpayers and the Commissioner regarding specific federal
taxes. The court cited precedents such as Cincinnati Transit, Inc. v. Commissioner
and Estate of Smith v. Commissioner, which establish that a third party cannot
become a party petitioner without a statutory notice of deficiency. However, the
court recognized its discretionary power to allow third-party intervention as a non-
party petitioner, referencing cases like Estate of Dixon v. Commissioner and Levy
Trust v. Commissioner. The court applied the standard from Smith v. Gale, stating
that an intervenor must have a direct and immediate interest in the matter in
litigation that would be affected by the judgment. In this case, the trust’s interest in
its validity and the rights of its trustees and beneficiaries under state law were
deemed irrelevant to the court’s decision on the Sampsons’ tax liability, leading to
the denial of the trust’s motion to intervene. The court concluded that the trust had
no justiciable interest that required adjudication in the present proceeding.

Practical Implications

This decision clarifies the Tax Court’s jurisdictional limits and the conditions under
which third-party intervention may be permitted. Practitioners should note that
while the Tax Court has discretion to allow third-party intervention, such
intervention is not a matter of right and is subject to the court’s determination of
justiciable interests. This case may influence how attorneys approach tax disputes
involving trusts or other third parties, particularly in ensuring that all relevant
parties have received statutory notices of deficiency. It also underscores the
distinction between federal tax law and state property law, reminding practitioners
that state law issues may not be determinative in federal tax cases. Subsequent
cases, such as Estate of Dixon v. Commissioner, have continued to apply the
principles established in Sampson, reinforcing the court’s approach to third-party
intervention.
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