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Vivian Ruesch v. Commissioner of Internal Revenue, 154 T. C. No. 13 (2020)

In Ruesch v.  Commissioner, the U. S. Tax Court ruled it  had no jurisdiction to
challenge underlying tax penalties in a passport revocation case, but could review
the certification of a seriously delinquent tax debt. The court dismissed the case as
moot  after  the  IRS  reversed  its  erroneous  certification,  thus  nullifying  the
controversy over the certification itself. This decision clarifies the scope of judicial
review under I. R. C. § 7345, emphasizing the limited relief available to taxpayers in
passport-related disputes.

Parties

Vivian Ruesch, the Petitioner, challenged the Commissioner of Internal Revenue, the
Respondent, in the U. S. Tax Court. Ruesch sought to contest both the certification
of her tax debt as seriously delinquent and her underlying liability for penalties
assessed under I. R. C. § 6038. The Commissioner moved to dismiss for lack of
jurisdiction regarding the underlying liability and on grounds of mootness following
the reversal of the certification.

Facts

Vivian Ruesch was assessed $160,000 in penalties under I. R. C. § 6038 for failing to
file information returns related to foreign corporations for tax years 2005-2010.
After failing to pay these penalties, the IRS certified Ruesch’s liability as a “seriously
delinquent tax debt” under I. R. C. § 7345(b). Ruesch filed a timely request for a
collection due process (CDP) hearing, which suspended collection of her tax debt,
rendering it no longer “seriously delinquent. ” The IRS subsequently reversed its
certification as erroneous and notified the Secretary of State. Ruesch challenged
both the certification and her underlying liability in the Tax Court.

Procedural History

Ruesch filed a petition with the U. S. Tax Court on April 8, 2019, challenging the
IRS’s certification of her debt as seriously delinquent and her underlying liability for
the penalties. The IRS moved to dismiss the case for lack of jurisdiction regarding
the underlying liability challenge, as well as on grounds of mootness after reversing
the certification.  The Tax Court reviewed these motions and held a hearing on
January 13, 2020. The court determined it lacked jurisdiction to review Ruesch’s
underlying liability challenge and found the case moot regarding the certification
issue after the IRS’s reversal.

Issue(s)

Whether the U. S. Tax Court has jurisdiction under I. R. C. § 7345 to consider a
taxpayer’s challenge to the underlying liability for penalties in a passport revocation
case?
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Whether  the  case  becomes  moot  when  the  IRS  reverses  its  certification  of  a
seriously delinquent tax debt and notifies the Secretary of State?

Rule(s) of Law

The jurisdiction of the U. S. Tax Court in passport revocation cases is narrowly
defined by I. R. C. § 7345(e), which permits the court to determine whether the
Commissioner’s certification of a seriously delinquent tax debt was erroneous or
whether the Commissioner failed to reverse the certification. The court may order
the Secretary of the Treasury to notify the Secretary of State if a certification is
found erroneous, but no other relief is authorized under the statute. A “seriously
delinquent tax debt” under I. R. C. § 7345(b) excludes a debt with respect to which
collection is suspended because a CDP hearing is requested or pending.

Holding

The U. S. Tax Court held that it lacked jurisdiction to consider Ruesch’s challenge to
her underlying liability for the penalties under I.  R.  C.  §  6038 in this passport
revocation  case.  The  court  also  held  that  it  had  jurisdiction  to  review  the
Commissioner’s certification of the seriously delinquent tax debt, but found the case
moot after the IRS reversed its certification as erroneous and notified the Secretary
of State, thereby providing Ruesch with all the relief she sought.

Reasoning

The court’s reasoning focused on the statutory limits of its jurisdiction under I. R. C.
§ 7345(e), which does not authorize the court to redetermine a taxpayer’s underlying
liability for assessed penalties. The court emphasized the legislative history of §
7345, which intended to provide “limited judicial review” of certifications or failures
to  reverse  certifications.  The  court  determined  that  Ruesch’s  challenge  to  the
underlying liability did not fit within the scope of review authorized by § 7345(e).
Regarding mootness, the court applied the principle that a case becomes moot when
a party has obtained all the relief sought and no effective remedy remains available.
The court found that the IRS’s reversal of the certification and notification to the
Secretary  of  State  eradicated  the  effect  of  the  alleged violation,  satisfying  the
conditions  for  mootness.  The  court  rejected  Ruesch’s  arguments  for  continued
jurisdiction based on the potential for future certification or financial hardship, as
these were outside the scope of the current controversy and the court’s jurisdiction.

Disposition

The U. S.  Tax Court  granted the Commissioner’s  motion to dismiss for lack of
jurisdiction  regarding  Ruesch’s  underlying  liability  challenge  and  granted  the
motion to dismiss on grounds of mootness for the certification issue, as Ruesch had
received all the relief she sought under I. R. C. § 7345(e).

Significance/Impact
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The decision in Ruesch v. Commissioner clarifies the limited scope of judicial review
under I. R. C. § 7345 in passport revocation cases, emphasizing that the Tax Court’s
jurisdiction is confined to reviewing the certification of a seriously delinquent tax
debt, not the underlying tax liability. This ruling reinforces the statutory framework
designed  to  limit  judicial  intervention  in  passport-related  disputes  to  specific
instances of certification errors. The case underscores the importance of the CDP
process as the appropriate venue for challenging underlying tax liabilities, providing
taxpayers with a clear pathway for contesting such assessments. The decision may
influence future cases by highlighting the procedural and jurisdictional boundaries
of the Tax Court in handling disputes related to passport revocation due to tax
debts.


