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Bradley v. Commissioner, 100 T. C. 367 (1993)

The  Tax  Court  lacks  jurisdiction  in  partner-level  proceedings  to  redetermine
deficiencies attributable to partnership items when those items have been previously
adjusted at the partnership level.

Summary

In  Bradley  v.  Commissioner,  the  Tax  Court  addressed  its  jurisdiction  over
partnership items in a partner-level proceeding. The case involved George Wayne
Bradley, a partner in Harvard Associates 82-I, who received a notice of deficiency
for additional taxes and penalties based on adjustments made to the partnership’s
items. The court held that it lacked jurisdiction to redetermine partnership items
previously adjusted at the partnership level. The decision clarified that a notice of
computational adjustment is not a prerequisite for issuing a deficiency notice for
affected items, emphasizing the procedural separation between partnership-level
and partner-level proceedings under TEFRA rules.

Facts

George  Wayne  Bradley  was  a  limited  partner  in  Harvard  Associates  82-I,  a
partnership formed in October 1982. The IRS issued a Notice of Final Partnership
Administrative Adjustment (FPAA) to the partnership in March 1990, adjusting the
partnership’s distributive share of losses from other partnerships, which affected
Bradley’s tax liability. Bradley received a statutory notice of deficiency in August
1991, asserting additions to tax based on these adjustments. Bradley contested the
deficiency, arguing that the Tax Court should have jurisdiction over the partnership
items due to the reference to a deficiency in the notice and other procedural issues.

Procedural History

The IRS issued an  FPAA to  Harvard  Associates  82-I  in  March 1990,  adjusting
partnership items. No petition for readjustment was filed by the Tax Matters Partner
or  any  notice  partners.  In  August  1991,  the  IRS  issued  a  statutory  notice  of
deficiency  to  Bradley,  asserting  additional  taxes  and  penalties.  Bradley  filed  a
petition with the Tax Court, challenging the deficiency. The Commissioner moved to
dismiss for lack of jurisdiction over the partnership items, leading to the court’s
decision.

Issue(s)

1. Whether the Tax Court has jurisdiction to redetermine partnership items in a
partner-level proceeding when those items have been previously adjusted at the
partnership level?
2. Whether the issuance of a notice of computational adjustment is a prerequisite to
issuing a notice of deficiency for affected items?
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Holding

1. No, because under TEFRA, partnership items are determined at the partnership
level, and the Tax Court lacks jurisdiction to redetermine them in a partner-level
proceeding.
2. No, because a notice of computational adjustment is not required before issuing a
deficiency notice for affected items.

Court’s Reasoning

The court applied the Tax Equity and Fiscal Responsibility Act (TEFRA) rules, which
mandate that partnership items be determined at the partnership level. The court
cited previous cases such as Saso v. Commissioner and Maxwell v. Commissioner to
support its stance that it lacks jurisdiction over partnership items in partner-level
proceedings.  The  court  rejected  Bradley’s  argument  that  the  reference  to  a
deficiency in the notice conferred jurisdiction, stating that such references do not
alter  the  jurisdictional  limits  set  by  TEFRA.  On  the  issue  of  the  notice  of
computational adjustment, the court clarified that no statutory provision requires
such a notice as a precondition to issuing a deficiency notice for affected items. The
court emphasized the procedural distinction between partnership-level and partner-
level proceedings, ensuring that adjustments to partnership items are addressed at
the appropriate level.

Practical Implications

This  decision  reinforces  the  jurisdictional  limits  of  the  Tax  Court  in  handling
partnership items, requiring practitioners to address such items at the partnership
level. It clarifies that a notice of computational adjustment is not necessary before
issuing a deficiency notice for affected items, streamlining the process for the IRS.
Practitioners should be aware of these procedural requirements when representing
clients involved in partnerships, ensuring that partnership items are contested at the
partnership level to avoid jurisdictional issues. The ruling may affect how taxpayers
and  their  representatives  approach  IRS  notices  and  proceedings  related  to
partnership  items,  potentially  impacting  the  strategy  for  challenging  tax
adjustments  and  penalties.


