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Powerstein v. Commissioner, 100 T. C. 473 (1993)

Filing amended returns during ongoing Tax Court proceedings does not waive the
statutory restrictions on assessing disputed deficiencies.

Summary

In Powerstein v.  Commissioner,  the IRS assessed additional taxes based on the
taxpayers’ amended returns filed after contesting a deficiency notice in Tax Court.
The court held that these assessments violated section 6213(a),  which prohibits
assessments during ongoing Tax Court proceedings. The key issue was whether the
amended returns constituted a waiver of this restriction. The court found that the
amended returns, which were filed in response to the ongoing litigation and clearly
protested the amounts, did not waive the statutory protection against premature
assessments. This decision underscores the importance of maintaining the integrity
of Tax Court jurisdiction over disputed deficiencies.

Facts

Allen  Powerstein  and  Rita  Powerstein  Rosen  were  assessed  deficiencies  and
additions to their  federal  income tax for the years 1984 through 1988. After a
jeopardy assessment and a notice of deficiency, they filed a petition with the Tax
Court. Subsequently, they filed amended returns for those years, adopting figures
from the IRS’s answer to their petition. The amended returns included notations
indicating  they  were  filed  in  response  to  the  Tax  Court  proceedings.  The  IRS
assessed additional taxes based on the amended returns for 1986, 1987, and 1988,
leading the taxpayers to move for an injunction against these assessments.

Procedural History

The IRS issued a jeopardy assessment in July 1989 and a notice of deficiency in
September  1989.  The  taxpayers  filed  a  timely  petition  with  the  Tax  Court.  In
February 1990, the IRS filed an answer adjusting the deficiencies. The taxpayers
filed amended returns in October 1990, and the IRS assessed additional taxes based
on these returns for 1986, 1987, and 1988. In May 1992, the taxpayers moved to
enjoin these assessments, leading to the Tax Court’s decision in 1993.

Issue(s)

1. Whether the filing of amended returns by the taxpayers during ongoing Tax Court
proceedings constitutes a waiver of the statutory restrictions on assessing disputed
deficiencies under section 6213(a).

Holding

1. No, because the amended returns did not waive the statutory restrictions under
section 6213(a) as they were filed in protest and did not consent to immediate
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assessment of the disputed amounts.

Court’s Reasoning

The court’s decision hinged on the interpretation of section 6213(a), which prohibits
the assessment or collection of a deficiency during ongoing Tax Court proceedings.
The  court  rejected  the  IRS’s  argument  that  the  amended  returns  allowed  for
immediate assessment under section 6201(a)(1), as the returns were filed in protest
and did not constitute a waiver of the statutory protections. The court emphasized
that the amended returns were part of the ongoing litigation and did not indicate an
admission of the tax liability. The court also noted that the amended returns were
filed as a package, with the taxpayers clearly contesting the amounts, which further
supported their  position that  the assessments  were premature.  The court  cited
relevant regulations and case law to support its interpretation that the amounts
reported on the amended returns did not fall outside the definition of a deficiency.

Practical Implications

This decision reinforces the principle that  taxpayers cannot inadvertently waive
their rights under section 6213(a) by filing amended returns during ongoing Tax
Court proceedings. Practitioners should advise clients that filing amended returns in
response to IRS pleadings does not automatically allow the IRS to assess additional
taxes. This ruling may affect how taxpayers and their representatives strategize in
Tax Court litigation, ensuring that any amended returns filed do not compromise
their position. It also highlights the importance of clear communication on amended
returns to avoid misinterpretation by the IRS.  Subsequent cases may reference
Powerstein to clarify the scope of Tax Court jurisdiction over disputed deficiencies
and the effect of amended returns on ongoing litigation.


