Byrd Investments, Thomas A. Blubaugh, a Partner Other Than the Tax
Matters Partner, Petitioner v. Commissioner of Internal Revenue,
Respondent, 89 T. C. 1 (1987)

Notice of final partnership administrative adjustment (FPAA) must be reasonably
calculated to apprise partners of the pendency of tax proceedings and afford them
an opportunity to present objections.

Summary

In Byrd Investments v. Commissioner, the U. S. Tax Court addressed the adequacy
of notice provided to partners in a partnership tax proceeding. The court held that a
notice partner received adequate notice despite the absence of a specific mailing
date on the FPAA. The petitioner, a notice partner, received an FPAA addressed to
the tax matters partner, which included instructions on filing a petition within 150
days. Despite this, the petitioner failed to file timely due to inaction, leading the
court to dismiss the case for lack of jurisdiction. The court reasoned that the notice
was reasonably calculated to inform the petitioner of the action and the necessary
steps to protect his rights, thus satisfying due process requirements.

Facts

Byrd Investments, a partnership, received a notice of final partnership
administrative adjustment (FPAA) from the IRS, dated March 31, 1986, but mailed
on April 1, 1986. The FPAA was addressed to the tax matters partner, John T.
Jaeger, but a copy was also sent to Thomas A. Blubaugh, a notice partner. The notice
detailed adjustments to the partnership’s 1982 tax return and provided instructions
for contesting these adjustments. Blubaugh, familiar with the partnership and
Jaeger, received the notice but did not take action, instead forwarding it to his
accountant. The accountant then sent it to Blubaugh’s legal counsel, who failed to
discover it until after the 150-day filing period had expired. Blubaugh filed a petition
with the Tax Court on September 10, 1986, which was out of time.

Procedural History

The IRS issued the FPAA on March 31, 1986, and mailed it to the tax matters
partner and notice partners on April 1, 1986. The 150-day period for filing a petition
expired on August 29, 1986. Blubaugh filed his petition on September 10, 1986. The
Commissioner moved to dismiss for lack of jurisdiction due to the late filing. The Tax
Court heard the motion on April 1, 1987, and subsequently issued its opinion on July
2, 1987, granting the motion to dismiss.

Issue(s)

1. Whether the notice provided to the petitioner, a notice partner, under section
6226(b)(1) of the Internal Revenue Code was constitutionally adequate under the
Fifth Amendment’s due process clause.
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Holding

1. Yes, because the notice was reasonably calculated to apprise the petitioner of the
partnership proceedings and afford him an opportunity to present his objections,
thereby satisfying due process requirements.

Court’s Reasoning

The court applied the due process standard from Mullane v. Central Hanover Bank
& Trust Co. , which requires notice that is “reasonably calculated, under all
circumstances, to apprise interested parties of the pendency of the action and afford
them an opportunity to present their objections. ” The court found that the FPAA,
despite lacking a specific mailing date, adequately informed the petitioner of the
necessary actions and time frame to protect his rights. The notice was dated March
31, 1986, and provided detailed instructions on filing periods and a contact number
for questions. The petitioner’s familiarity with the partnership and the tax matters
partner, coupled with his failure to take any action or seek clarification, further
supported the court’s conclusion that the notice was sufficient. The court
emphasized that any injury suffered by the petitioner was due to his own inaction
and not a defect in the notice or the statute. There were no dissenting or concurring
opinions noted in the case.

Practical Implications

This decision underscores the importance of partners taking proactive steps upon
receiving an FPAA, even if it is not directly addressed to them. Practically, it means
that partners cannot rely on the absence of specific details like a mailing date to
claim inadequate notice; they must act on the information provided and seek
clarification if necessary. For legal practitioners, this case highlights the need to
advise clients on the significance of timely action in response to IRS notices.
Businesses involved in partnerships should ensure clear communication channels
with tax matters partners and maintain diligent record-keeping to avoid similar
issues. Subsequent cases, such as those involving partnership tax disputes, often
reference Byrd Investments when addressing notice adequacy and procedural
requirements in tax litigation.
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