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Estate of Walker v. Commissioner, 90 T. C. 253 (1988)

A notice of deficiency sent to an estate within three years of the decedent’s tax
return filing remains valid despite asset distribution and discharge of the personal
representative.

Summary

In Estate of Walker v. Commissioner, the U. S. Tax Court ruled that a notice of
deficiency sent to an estate within three years of the decedent’s tax return filing was
timely and valid,  even though the estate’s  assets had been distributed and the
personal representative discharged. The court held that without a proper request for
prompt assessment under section 6501(d), the three-year statute of limitations for
assessing income tax against the estate could not be shortened by the estate’s
closure.  The  court  also  addressed  its  jurisdiction,  affirming  that  the  personal
representative’s reappointment and subsequent ratification of the petition cured any
procedural defects.

Facts

Henry Walker died on March 14, 1984, and Myrna J. Harms was appointed as the
personal representative of his estate on April 2, 1984. Walker had filed his 1982
income tax return on April 15, 1983, but failed to report $75,847 in interest income.
The  estate’s  assets  were  distributed  on  December  12,  1984,  and  Harms  was
discharged as personal representative. On October 4, 1985, the IRS issued a notice
of deficiency to the estate, which was challenged as untimely due to the estate’s
closure. A petition was filed by an attorney on behalf of the estate on January 9,
1986, and Harms was later reappointed as personal representative on August 7,
1987, to ratify the petition.

Procedural History

The IRS issued a notice of deficiency on October 4, 1985. A petition challenging the
notice’s  timeliness  was  filed  on  January  9,  1986.  The  IRS  filed  an  answer  on
February 28, 1986, and moved to dismiss for lack of jurisdiction on August 7, 1987.
The estate was reopened, and Harms was reappointed as personal representative on
the same day. The IRS withdrew its motion to dismiss on November 9, 1987, after
Harms ratified the petition.

Issue(s)

1. Whether a notice of deficiency mailed to an estate within three years of the
decedent’s tax return filing is timely and valid despite the distribution of the estate’s
assets and discharge of the personal representative.
2. Whether the Tax Court has jurisdiction over the case when the initial petition was
filed by an attorney without authority, but later ratified by the reappointed personal
representative.
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Holding

1. Yes, because the three-year statute of limitations for assessing income tax against
the estate was not shortened by the estate’s closure, absent a proper request for
prompt assessment under section 6501(d).
2. Yes, because the reappointment and subsequent ratification of the petition by the
personal representative cured any jurisdictional defects.

Court’s Reasoning

The court reasoned that the three-year statute of limitations for assessing income
tax against the estate,  as provided by section 6501(a),  was not affected by the
estate’s closure unless a prompt assessment was requested under section 6501(d).
The court cited Patz Trust v. Commissioner and Estate of Sivyer v. Commissioner to
support the validity of the notice of deficiency despite the estate’s closure. The court
emphasized  that  the  notice  was  addressed  to  the  estate,  not  the  personal
representative personally, thus distinguishing cases about personal liability. On the
jurisdictional issue, the court applied Rule 60(a) of the Tax Court Rules of Practice
and  Procedure,  stating  that  the  ratification  by  the  reappointed  personal
representative  of  the  timely  filed  petition  cured  any  initial  defects  in  filing.

Practical Implications

This decision clarifies that the IRS can issue a notice of deficiency to an estate
within the standard three-year statute of limitations, even after the estate’s assets
have  been  distributed  and  the  personal  representative  discharged.  This  ruling
underscores  the  importance  of  estates  making  a  proper  request  for  prompt
assessment  under  section  6501(d)  if  they  wish  to  expedite  closure.  For  legal
practitioners, the case highlights the necessity of ensuring proper authorization for
filing petitions on behalf of estates and the potential for curing procedural defects
through subsequent ratification. This ruling has been applied in subsequent cases
involving similar issues of estate tax assessments and procedural jurisdiction in tax
court.


