Smith v. Commissioner, 140 T. C. No. 3 (U. S. Tax Court 2013)

In Smith v. Commissioner, the U. S. Tax Court ruled that a Canadian resident,
Deborah L. Smith, was entitled to 150 days to file a petition challenging a deficiency
notice, despite being in the U. S. when the notice was mailed. The court held that
the 150-day rule under IRC § 6213(a) applies to foreign residents even if temporarily
in the U. S., emphasizing the importance of residency over physical location at the
time of mailing. This decision clarifies the scope of the 150-day rule, impacting how
taxpayers residing abroad but temporarily in the U. S. are treated in tax disputes.

Parties

Deborah L. Smith, as Petitioner, challenged the Commissioner of Internal Revenue,
as Respondent, in the U. S. Tax Court. Smith was the taxpayer seeking
redetermination of the deficiency, while the Commissioner was defending the
assessed deficiency.

Facts

In August 2007, Deborah L. Smith and her daughters moved from San Francisco,
California, to Vancouver, British Columbia, Canada, becoming permanent residents.
Smith retained ownership of her San Francisco home and maintained a post office
box there. In December 2007, Smith returned to San Francisco to move her
remaining furniture to Canada. On December 27, 2007, while Smith was in San
Francisco, the IRS mailed a notice of deficiency to her San Francisco post office box.
Smith did not retrieve the notice and returned to Canada on January 8, 2008. She
received a copy of the notice on May 2, 2008, and filed a petition with the Tax Court
on May 23, 2008, 148 days after the notice’s mailing date.

Procedural History

The IRS issued a notice of deficiency to Smith on December 27, 2007, which was
delivered to her San Francisco post office box on December 31, 2007. Smith did not
pick up the notice before returning to Canada. On May 2, 2008, Smith received a
copy of the notice and filed a petition with the U. S. Tax Court on May 23, 2008. The
Commissioner moved to dismiss the case for lack of jurisdiction, arguing that
Smith’s petition was untimely under the 90-day rule of IRC § 6213(a). Smith
objected, asserting she was entitled to the 150-day rule as a person outside the
United States. The Tax Court reviewed the case and held a hearing on the
jurisdictional issue.

Issue(s)

Whether, pursuant to IRC § 6213(a), Deborah L. Smith, a Canadian resident
temporarily in the U. S., is entitled to 150 days, rather than 90 days, to file a
petition with the Tax Court after the mailing of a notice of deficiency addressed to
her U. S. post office box?
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Rule(s) of Law

IRC § 6213(a) provides that a taxpayer may file a petition with the Tax Court within
90 days, or 150 days if the notice is addressed to a person outside the United States,
after the mailing of a notice of deficiency. The Tax Court has consistently
interpreted the phrase “a person outside the United States” broadly, considering
both the taxpayer’s physical location and residency status.

Holding

The U. S. Tax Court held that Deborah L. Smith was entitled to the 150-day period
under IRC § 6213(a) because she was a Canadian resident at the time the notice was
mailed and delivered, despite being physically present in the U. S. The court
determined that her status as a foreign resident entitled her to the extended filing
period.

Reasoning

The court’s reasoning focused on the interpretation of “a person outside the United
States” under IRC § 6213(a). The court noted that this phrase has been interpreted
broadly to include foreign residents who are temporarily in the U. S. The court
relied on precedent, including Lewy v. Commissioner, which held that a foreign
resident’s brief presence in the U. S. does not vitiate their status as “a person
outside the United States. ” The court emphasized that Smith’s residency in Canada
was the critical factor, as it aligned with the purpose of the 150-day rule to
accommodate taxpayers who might experience delays in receiving notices due to
their foreign residency. The court also considered policy considerations, noting that
a narrow interpretation of the statute would unfairly limit access to the Tax Court
for foreign residents. The court rejected the Commissioner’s argument that Smith’s
physical presence in the U. S. at the time of mailing and delivery should determine
the applicable filing period, stating that such an interpretation would be
“excessively mechanical” and contrary to the statute’s purpose. The court also
addressed dissenting opinions, which argued for a more literal interpretation of the
statute based on physical location, but the majority found that such an approach
would not align with the court’s consistent jurisprudence on the issue.

Disposition

The court denied the Commissioner’s motion to dismiss for lack of jurisdiction,
holding that Smith’s petition was timely filed within the 150-day period allowed
under IRC § 6213(a).

Significance/Impact

The decision in Smith v. Commissioner is significant as it clarifies the application of
the 150-day rule under IRC § 6213(a) for foreign residents temporarily in the U. S. It
underscores the Tax Court’s willingness to adopt a broad and practical
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interpretation of the statute, focusing on residency rather than ephemeral physical
presence. This ruling has practical implications for legal practice, as it provides
guidance on how the 150-day rule should be applied in cases involving foreign
residents. Subsequent courts have followed this precedent, ensuring that foreign
residents have adequate time to respond to deficiency notices, even if they are
temporarily in the U. S. The decision also highlights the importance of considering
the purpose and legislative history of statutes when interpreting jurisdictional rules,
reinforcing the principle that courts should not adopt interpretations that curtail
access to justice without clear congressional intent.
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