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Pearce v. Commissioner, 95 T. C. 250 (1990)

A notice of transferee liability remains valid even if the Commissioner erroneously
determines that no return was filed by the transferor.

Summary

In Pearce v.  Commissioner,  the IRS issued notices of  transferee liability to the
petitioners, mistakenly stating that the transferor, Carrol J. Matherne, had not filed
a 1982 tax return. The petitioners argued that these notices were invalid because
the  Commissioner  failed  to  consider  the  filed  return  when  determining  the
deficiency.  The  Tax  Court  held  that  the  notices  were  valid  because  the
Commissioner  did  make  a  determination,  albeit  an  erroneous  one,  regarding
whether a return was filed. The court emphasized that the validity of a notice is not
undermined by an error in determining whether a return was filed, as long as the
notice itself does not disclose the absence of a determination. This ruling clarifies
that an erroneous determination does not void the jurisdiction of the Tax Court.

Facts

Carrol J. Matherne and his wife filed a joint 1982 income tax return, which was
initially received by the IRS but later returned to Matherne. The IRS retained only
the first page of the return, which lacked complete information and signatures. After
Matherne’s death, the IRS issued notices of transferee liability to Matherne’s widow
and daughters, asserting their liability for a deficiency in Matherne’s 1982 income
tax  based  on  the  erroneous  assumption  that  no  return  had  been  filed.  The
petitioners argued that the notices were invalid because the Commissioner failed to
consider the filed return.

Procedural History

The petitioners filed motions to dismiss for lack of jurisdiction, arguing that the
notices of transferee liability were invalid. The cases were consolidated for trial,
briefing,  and opinion.  The Tax Court  heard the case and issued its  opinion on
September 12, 1990.

Issue(s)

1. Whether the Commissioner’s erroneous determination that no return had been
filed by the transferor invalidates the notices of transferee liability.
2. Whether the notices of transferee liability were valid despite the Commissioner’s
error in determining whether a return was filed.

Holding

1. No, because the Commissioner’s erroneous determination that no return had been
filed does not invalidate the notices of transferee liability.



© 2025 SCOTUSreports.com. All rights reserved. | 2

2. Yes, because the notices of transferee liability were valid as the Commissioner did
make a determination, albeit an erroneous one, and the notices did not disclose the
absence of a determination.

Court’s Reasoning

The Tax Court reasoned that a deficiency can be determined whether or not a return
is  filed,  as  per  Section  6211(a)  of  the  Internal  Revenue  Code.  The  court
distinguished this case from Scar v. Commissioner, where the notice of deficiency
clearly indicated that the return was ignored for administrative expediency. Here,
the Commissioner made a determination that no return was filed,  which was a
factual  error  but  did  not  invalidate  the  notices.  The  court  cited  Hannan  v.
Commissioner  to  emphasize  that  it  is  the  Commissioner’s  determination  of  a
deficiency, not the existence of one, that provides jurisdiction to the Tax Court.
Additionally, the court noted that nothing in the notices revealed a failure to make a
determination, as required by Scar, thus maintaining the presumption of a valid
determination.

Practical Implications

This decision has significant implications for how the IRS and taxpayers handle
notices of transferee liability. It clarifies that an erroneous determination regarding
the filing of a return does not void the jurisdiction of the Tax Court. Practitioners
should ensure that any challenge to a notice’s validity is based on clear evidence
that the notice itself reveals a lack of determination, rather than merely an error in
the determination process. The ruling also underscores the importance of the IRS
maintaining accurate records of filed returns to avoid such errors. Subsequent cases
have applied this ruling to uphold notices despite factual errors in the determination
process,  emphasizing the need for clear evidence of  a lack of  determination to
challenge a notice’s validity.


