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Savage v. Commissioner, 112 T. C. 46 (1999)

The Tax Court lacks jurisdiction to review the IRS’s application of an overpayment to
assessed liabilities for years not before the court.

Summary

In Savage v. Commissioner, the Tax Court clarified its jurisdiction limits regarding
the application of tax overpayments. Edward Savage claimed an overpayment for
1993, which the IRS applied to his assessed tax liabilities for 1990 and 1991. Savage
conceded the deficiency for  1993 but  contested the IRS’s  determination of  his
liabilities for the earlier years. The court held it did not have jurisdiction to review
the IRS’s application of the overpayment to the years not before the court, as per
section 6512(b)(4) of the Internal Revenue Code, emphasizing the court’s limited
scope in such matters.

Facts

Edward Savage claimed an overpayment of $10,131 on his 1993 tax return. The IRS
applied this overpayment to Savage’s assessed tax liabilities for 1990 and 1991,
which included interest and penalties. Later, the IRS determined a deficiency of
$5,926 for Savage’s 1993 taxes. Savage conceded the 1993 deficiency but argued
that the IRS had improperly assessed his liabilities for 1990 and 1991, claiming that
part of the 1993 overpayment should offset the agreed 1993 deficiency.

Procedural History

The IRS issued a notice of deficiency to Savage on November 20, 1997, for the 1993
taxable year. Savage filed a timely petition with the Tax Court. Prior to trial, Savage
conceded  the  deficiency  for  1993  and  the  IRS’s  authority  to  apply  the  1993
overpayment to his 1990 and 1991 liabilities. The issue before the Tax Court was
whether it had jurisdiction to review the IRS’s application of the 1993 overpayment
to Savage’s assessed liabilities for 1990 and 1991.

Issue(s)

1. Whether the Tax Court has jurisdiction to decide if the IRS properly applied an
overpayment of tax for 1993 to assessed liabilities for 1990 and 1991, which are not
before the court?

Holding

1. No, because section 6512(b)(4) of the Internal Revenue Code restricts the Tax
Court’s jurisdiction to review credits or reductions made by the IRS under section
6402.

Court’s Reasoning
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The court’s decision was grounded in its limited jurisdiction as defined by statute.
The court noted that it has jurisdiction to redetermine a deficiency or determine an
overpayment for the year in issue if a valid notice of deficiency was issued and a
timely  petition  filed,  as  per  section  6512(b)(1).  However,  section  6512(b)(4)
explicitly denies the court jurisdiction to review credits or reductions made by the
IRS under section 6402, which authorizes the IRS to credit overpayments against
any tax liability of the taxpayer. Savage conceded the deficiency for 1993 and did
not claim an overpayment for that year, but instead contested the IRS’s assessments
for 1990 and 1991. The court cited prior cases like Belloff v. Commissioner and
Moretti v. Commissioner, which supported its lack of jurisdiction over assessments
for years not before the court. The court distinguished this case from Winn-Dixie
Stores,  Inc.  v.  Commissioner,  where  the  issue  was  the  IRS’s  failure  to  offset
overpayments, not the application of credits as in Savage’s case.

Practical Implications

This decision underscores the limited scope of the Tax Court’s jurisdiction regarding
the IRS’s discretionary application of overpayments to assessed liabilities for years
not before the court. Practically, taxpayers contesting the IRS’s assessments for
years not before the court must seek remedies in other forums, such as filing a
refund claim with the IRS and potentially suing in Federal District Court or the U. S.
Court of Federal Claims. This ruling affects how attorneys advise clients on tax
disputes, emphasizing the importance of understanding the jurisdictional boundaries
of the Tax Court and the IRS’s broad discretion under section 6402. Subsequent
cases have reinforced this jurisdictional limit, guiding legal practice in tax litigation.


