Petitioner v. Commissioner, T. C. Memo. 2006-123 (United States Tax Court,
2006)

In a significant ruling, the U. S. Tax Court held that the timely-mailing/timely-filing
rule under Section 7502 applies to motions for leave to file motions to vacate
dismissal orders. This decision allows taxpayers more flexibility in preserving their
rights to appeal, even when documents are mailed before but received after the
appeal period expires. The ruling overturns a previous Tax Court decision and aligns
with the Ninth Circuit’s interpretation, emphasizing fairness in tax litigation by
ensuring taxpayers are not disadvantaged by postal delays.

Parties

Petitioner, a resident of Fayette City, Pennsylvania, initiated this case against the
Commissioner of Internal Revenue. Throughout the litigation, Petitioner acted as the
appellant, seeking to vacate an order of dismissal issued by the United States Tax
Court.

Facts

On September 6, 2005, the Commissioner sent Petitioner a notice of deficiency for
the taxable year ending December 31, 2003. Petitioner responded by mailing a
document to the Tax Court on November 22, 2005, which was received on
November 28, 2005, and filed as an imperfect petition due to noncompliance with
the Court’s rules on form and content, as well as the failure to pay the required
filing fee. On December 1, 2005, the Court ordered Petitioner to file a proper
amended petition and pay the filing fee by January 17, 2006, failing which the case
would be dismissed. On March 13, 2006, due to Petitioner’s noncompliance, the
Court entered an order of dismissal for lack of jurisdiction. On June 13, 2006, the
Court received a motion from Petitioner requesting leave to file a motion to vacate
the dismissal order, along with an amended petition and the filing fee, postmarked
June 8, 2006.

Procedural History

The Tax Court initially dismissed Petitioner’s case for lack of jurisdiction on March
13, 2006, due to Petitioner’s failure to file an amended petition and pay the required
fee as ordered. Petitioner subsequently filed a motion for leave to file a motion to
vacate this dismissal order on June 13, 2006, which was received after the 90-day
appeal period but was postmarked within it. The Tax Court considered whether it
retained jurisdiction to entertain this motion, ultimately granting the motion for
leave and the motion to vacate, allowing the amended petition to be filed.

Issue(s)

Whether the timely-mailing/timely-filing rule under Section 7502 of the Internal
Revenue Code applies to a motion for leave to file a motion to vacate an order of
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dismissal for lack of jurisdiction?
Rule(s) of Law

Section 7502(a) of the Internal Revenue Code, known as the timely-mailing/timely-
filing rule, provides that if a document required to be filed within a prescribed
period is mailed after such period but delivered by U. S. mail, the date of the U. S.
postmark is deemed the date of delivery. The Tax Court had previously held in
Manchester Group v. Commissioner that this rule does not apply to motions for
leave, but the Ninth Circuit reversed this decision, stating that the combined effect
of Sections 7481(a) and 7483, along with Rule 13(a) of the Federal Rules of
Appellate Procedure, creates a 90-day prescribed period for filing such motions.

Holding

The Tax Court held that the timely-mailing/timely-filing rule under Section 7502
applies to motions for leave to file motions to vacate orders of dismissal, overruling
its prior decision in Manchester Group v. Commissioner and adopting the Ninth
Circuit’s interpretation. The Court deemed Petitioner’s motion for leave filed on the
date it was mailed, June 8, 2006, which was within the 90-day appeal period, and
granted the motion for leave and the motion to vacate, allowing the amended
petition to be filed.

Reasoning
The Court’s reasoning involved several key points:

1. **Legal Tests Applied:** The Court applied the timely-mailing/timely-filing rule
under Section 7502, which had been interpreted by the Ninth Circuit to include
motions for leave filed within the 90-day appeal period. The Court also considered
Rule 162 of the Tax Court Rules of Practice and Procedure, which allows for motions
to vacate or revise decisions to be filed within 30 days after entry of the decision, or
later with leave of the Court.

2. **Policy Considerations:** The Court emphasized the purpose of Section 7502 to
mitigate hardships caused by postal delays, aligning with the Ninth Circuit’s view
that denying taxpayers their day in court due to such delays would be inequitable.
The Court sought to ensure fairness in tax litigation by allowing taxpayers to
preserve their rights to appeal.

3. **Statutory Interpretation Methods:** The Court interpreted the combined effect
of Sections 7481(a) and 7483, along with Rule 13(a) of the Federal Rules of
Appellate Procedure, to create a 90-day prescribed period for filing motions for
leave to vacate, thus falling within the scope of Section 7502.

4. **Precedential Analysis (Stare Decisis):** The Court reconsidered its prior
decision in Manchester Group in light of the Ninth Circuit’s reversal, choosing to
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follow the higher court’s reasoning to ensure consistency and fairness in its
decisions.

5. **Treatment of Dissenting or Concurring Opinions:** There were no dissenting or
concurring opinions mentioned in the case, indicating unanimous agreement with
the majority opinion.

6. **Counter-arguments Addressed by the Majority:** The Court addressed the
counter-argument from its prior decision in Manchester Group that motions for
leave were not subject to Section 7502, by adopting the Ninth Circuit’s broader
interpretation that included such motions within the prescribed period.

Disposition

The Tax Court granted Petitioner’s motion for leave to file a motion to vacate the
order of dismissal, and subsequently granted the motion to vacate, allowing
Petitioner’s amended petition to be filed. The Court’s actions terminated the running
of the 90-day appeal period and retained jurisdiction over the case.

Significance/Impact

This case is doctrinally significant as it clarifies the application of the timely-
mailing/timely-filing rule to motions for leave to file motions to vacate in the context
of Tax Court proceedings. By adopting the Ninth Circuit’s interpretation, the Tax
Court ensures that taxpayers are not unfairly penalized by postal delays, aligning
with the broader policy of fairness in tax litigation. The decision may influence
future cases by providing a more flexible approach to preserving appeal rights and
has practical implications for legal practitioners in advising clients on the timely
filing of motions.
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