Lunsford v. Commissioner, 117 T. C. 159 (2001)

The U. S. Tax Court ruled that it has jurisdiction to review IRS collection actions
even if taxpayers were not given a proper hearing, overturning the precedent set in
Meyer v. Commissioner. This decision clarifies that a valid notice of determination
and timely petition are sufficient for jurisdiction, emphasizing efficiency in tax
collection while sparking debate on due process rights.

Parties

Joseph D. and Wanda S. Lunsford, Petitioners, appealed to the U. S. Tax Court
against the Commissioner of Internal Revenue, Respondent, following a notice of
intent to levy issued by the IRS.

Facts

On April 30, 1999, the IRS issued a notice of intent to levy to Joseph D. and Wanda
S. Lunsford to collect $83,087. 85 in unpaid income taxes for the years 1993, 1994,
and 1995. The Lunsfords requested a Collection Due Process (CDP) hearing under
Section 6330 of the Internal Revenue Code, challenging the validity of the
assessments. An IRS Appeals officer verified the assessments and invited further
discussion, but the Lunsfords did not respond. Subsequently, the Appeals officer
issued a notice of determination on November 3, 1999, sustaining the proposed levy.
The Lunsfords timely petitioned the Tax Court for review on December 2, 1999.

Procedural History

The Lunsfords’ request for a CDP hearing was followed by correspondence from the
IRS Appeals officer, who verified the assessments and invited further discussion.
After no response from the Lunsfords, the Appeals officer issued a notice of
determination on November 3, 1999, which the Lunsfords appealed to the Tax Court
on December 2, 1999. The Tax Court reviewed the case fully stipulated and
addressed the jurisdictional issue raised by the trial judge, referencing the
precedent set in Meyer v. Commissioner.

Issue(s)

Whether the Tax Court has jurisdiction to review the IRS’s determination to proceed
with collection by way of levy under Section 6330(d)(1)(A) of the Internal Revenue
Code when the taxpayer was not offered an opportunity for a hearing with an IRS
Appeals officer?

Rule(s) of Law

Section 6330(d)(1)(A) of the Internal Revenue Code provides that the Tax Court has
jurisdiction over an appeal from a determination under Section 6330 if the petition
is filed within 30 days of the determination. The court held that a valid notice of
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determination and a timely filed petition are the only statutory requirements for
jurisdiction under this section.

Holding

The Tax Court held that it has jurisdiction to review the IRS’s determination to
proceed with collection by levy under Section 6330(d)(1)(A), based on the issuance
of a valid notice of determination and the Lunsfords’ timely petition, regardless of
whether they were afforded an appropriate IRS Appeals hearing.

Reasoning

The Tax Court reasoned that a notice of determination under Section 6330 is
analogous to a notice of deficiency, where the court generally does not look behind
the notice to determine its validity. The court overruled Meyer v. Commissioner,
stating that looking behind the notice to see whether a proper hearing was offered
was incorrect. The court emphasized that the statutory requirements for jurisdiction
under Section 6330(d)(1)(A) are satisfied by a valid notice of determination and a
timely petition. The court acknowledged the role of stare decisis but justified
overruling Meyer due to its perceived incorrectness and the resultant delay in case
resolution. The court also considered the Administrative Procedure Act and related
case law, concluding that the failure to offer a hearing does not preclude
jurisdiction.

Disposition

The Tax Court asserted jurisdiction over the case and upheld the IRS’s
determination to proceed with the levy.

Significance/Impact

The Lunsford decision is significant as it clarifies the jurisdictional requirements
under Section 6330(d)(1)(A), emphasizing that a valid notice of determination and a
timely petition are sufficient for the Tax Court to assert jurisdiction. This ruling
overruled Meyer v. Commissioner, which had required an opportunity for a hearing
as a prerequisite for jurisdiction. The decision has been criticized for potentially
undermining due process rights by allowing the IRS to proceed with collection
actions without ensuring a proper hearing. It has also sparked debate on the balance
between efficient tax collection and taxpayer rights, with dissenting opinions
arguing that the court should not take jurisdiction without a hearing. Subsequent
cases and potential legislative changes may further address these concerns.
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