Kuykendall v. Commissioner, 129 T. C. 7 (2007)

In Kuykendall v. Commissioner, the U. S. Tax Court ruled that taxpayers who
received a notice of deficiency with insufficient time to file a petition could challenge
the underlying tax liability during a Collection Due Process (CDP) hearing. This
decision, significant for taxpayers’ rights, addressed the adequacy of time for filing a
petition, setting a precedent that 12 days was not enough time, thereby allowing
taxpayers a chance to contest their tax liabilities in subsequent hearings.

Parties

Plaintiffs/Petitioners: Alan Lee Kuykendall and Debi Marie Kuykendall (husband and
wife), throughout all stages of litigation. Defendant/Respondent: Commissioner of
Internal Revenue, throughout all stages of litigation.

Facts

Alan and Debi Kuykendall resided in Middletown, California, at the time they filed
their petition. Debi worked as an accountant and bookkeeper and part-time at a
restaurant where she was assaulted in 2002, leading to severe physical and
psychological trauma, including a diagnosis of posttraumatic stress disorder. Alan, a
former property manager, suffered from postpolio syndrome, making him unable to
work and impairing his short-term memory. In April 2002, the IRS notified them of
an audit for their 1999 tax return. Despite Debi’s request to delay the examination
due to her medical condition, the IRS proceeded and issued an audit report in July
2002. The Kuykendalls did not respond to the report by the September 3, 2002
deadline. In May 2003, the IRS issued a notice of deficiency for their 1999 tax year,
which they did not receive until July 18, 2003, leaving them only 12 days to petition
the Tax Court. They requested and received a copy of the notice but did not file a
petition. Subsequently, they were notified of the intent to levy in February 2004 and
requested a CDP hearing, during which they sought to challenge the underlying tax
liability.

Procedural History

The Kuykendalls requested a CDP hearing following the IRS’s notice of intent to levy
in February 2004. At the hearing in August 2004, they attempted to challenge the
underlying tax liability, but the Appeals Officer determined they could not because
they had received a notice of deficiency. The IRS issued a notice of determination in
July 2006, sustaining the proposed collection action. The Kuykendalls timely filed a
petition with the Tax Court, which the IRS moved for summary judgment on in June
2007, arguing that the Kuykendalls were barred from challenging the tax liability
due to the notice of deficiency. The Tax Court considered the motion under the
standard of review applicable to summary judgment motions, which requires no
genuine issue of material fact and a decision as a matter of law.
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Issue(s)

Whether taxpayers who received a notice of deficiency with only 12 days remaining
to petition the Tax Court are precluded from challenging the underlying tax liability
during a Collection Due Process hearing under section 6330(c)(2)(B) of the Internal
Revenue Code?

Rule(s) of Law

Section 6330(c)(2)(B) of the Internal Revenue Code states that a taxpayer may raise
challenges to the existence or amount of the underlying tax liability at a CDP
hearing if the taxpayer did not receive a statutory notice of deficiency or did not
otherwise have an opportunity to dispute such tax liability. Treasury Regulation
section 301. 6330-1(e)(3), Q&A-E2 defines “receipt” of a notice of deficiency as
receipt in time to petition the Tax Court for redetermination of the deficiency. The
Tax Court has jurisdiction over deficiency suits if a petition is filed within 90 days
from the issuance of a notice of deficiency, as per section 6213(a) and Rule 13(c) of
the Tax Court Rules of Practice and Procedure.

Holding

The Tax Court held that 12 days was insufficient time for the Kuykendalls to petition
the Tax Court for redetermination of the notice of deficiency. Therefore, they were
entitled to challenge the existence or amount of the underlying tax liability during
their section 6330 hearing.

Reasoning

The court’s reasoning was grounded in its precedent concerning the adequacy of
time for taxpayers to petition the Tax Court upon receiving a notice of deficiency.
The court cited cases such as Mulvania v. Commissioner and Looper v.
Commissioner, which established that a taxpayer generally has sufficient time to file
a petition if the notice of deficiency is received with at least 30 days remaining in
the filing period. However, in this case, the Kuykendalls received the notice with
only 12 days remaining, which the court found to be insufficient based on prior
rulings where less than 30 days was deemed inadequate. The court also considered
that the Kuykendalls did not deliberately avoid receipt of the notice and took diligent
steps to dispute the liability upon learning of it. The court’s interpretation of section
301. 6330-1(e)(3), Q&A-E2 of the Treasury Regulations supported its conclusion that
the Kuykendalls should be allowed to challenge the underlying tax liability at the
CDP hearing. The court’s analysis reflected a policy consideration of ensuring
taxpayers have a fair opportunity to contest tax liabilities. The majority opinion did
not address dissenting or concurring opinions as none were presented in the
provided text.

Disposition
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The Tax Court denied the Commissioner’s motion for summary judgment and
remanded the case to the IRS Appeals Office for further proceedings consistent with
the court’s opinion.

Significance/Impact

Kuykendall v. Commissioner is significant for its clarification of the timeframe within
which taxpayers must receive a notice of deficiency to effectively challenge their tax
liabilities. This decision impacts the procedural rights of taxpayers in CDP hearings,
emphasizing the importance of adequate notice and opportunity to contest tax
liabilities. It sets a precedent for future cases involving the timing of notices of
deficiency and may influence IRS procedures regarding the issuance of such notices.
The ruling reinforces the taxpayer’s right to due process and could lead to more
careful consideration by the IRS of the timing and delivery of notices of deficiency to
ensure taxpayers have a fair chance to respond.
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