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Whistleblower 21276-13W v. Commissioner of Internal Revenue, 155 T. C.
No. 2 (U. S. Tax Court 2020)

In a significant ruling, the U. S. Tax Court upheld the enforceability of its decisions
while  denying  whistleblowers’  motions  to  enforce  payment  of  awards  without
sequester reductions. The case clarified that judicial decisions must be interpreted
in light of parties’ settlements, impacting how future litigants approach agreements
and court orders in tax disputes.

Parties

Whistleblower  21276-13W  and  Whistleblower  21277-13W,  petitioners,  sought
whistleblower awards against the Commissioner of Internal Revenue, respondent, in
the U. S. Tax Court.

Facts

Whistleblowers claimed awards under I. R. C. § 7623(b) for information leading to
the collection of approximately $74 million from a targeted business. Following two
prior Tax Court opinions, the parties reached a partial settlement agreeing on a 24%
award on certain collected proceeds and stipulating to a sequester reduction. The
settlement left one issue unresolved regarding the classification of $54 million as
collected proceeds. The Tax Court’s second opinion resolved this issue in favor of
the whistleblowers, calculating their awards based on the full amount of collected
proceeds. The Commissioner subsequently paid the awards, applying the agreed-
upon sequester reduction and withholding taxes. More than eight months after the
final payments, the whistleblowers moved the Court to enforce the January 2017
decisions without the sequester reductions.

Procedural History

The case began with two prior Tax Court opinions addressing eligibility and the
scope of collected proceeds for whistleblower awards. After the first opinion, the
parties  partially  settled,  resolving  some  issues  and  leaving  others  for  judicial
determination. The second opinion ruled on the remaining issue, leading to the entry
of decisions in January 2017 specifying the gross award amounts. The Commissioner
appealed these decisions, but the appeal was dismissed upon the parties’ stipulation.
Following payment of the awards with sequester reductions, the whistleblowers filed
motions to enforce the decisions, which the Court addressed in its final opinion.

Issue(s)

Whether the U. S. Tax Court has jurisdiction to enforce its decisions, and whether
the whistleblowers are entitled to the award amounts specified in the January 2017
decisions without the sequester reductions?

Rule(s) of Law
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The U. S. Tax Court, established as a court of record under I. R. C. § 7441, possesses
the authority to enforce its decisions as per I. R. C. § 7456(c). Whistleblower awards
are subject to the Budget Control Act of 2011, which mandates sequester reductions
on discretionary spending, including whistleblower awards.

Holding

The Tax Court held that it has jurisdiction to enforce its decisions and that the
whistleblowers’ motions to enforce the January 2017 decisions without sequester
reductions were denied, as the motions ignored the terms of the partial settlement
and misinterpreted the decisions.

Reasoning

The Court reasoned that, as a court of record, it inherently possesses the authority
to enforce its decisions, aligning with longstanding Supreme Court precedent. The
decisions in question were interpreted as calculating gross award amounts based on
the parties’ stipulations, not as mandating payment without regard to sequester
reductions agreed upon in the settlement. The Court emphasized the importance of
adhering  to  the  terms  of  settlements,  which  the  whistleblowers’  motions
disregarded. The Court’s analysis also considered the futility of remanding the case
to the IRS Whistleblower Office, given the parties’ stipulations and the clear legal
outcome. The Court further clarified that the motions sought enforcement, not mere
clarification  of  the  decisions,  necessitating  an  examination  of  the  Court’s
enforcement powers. The Court’s decision to deny the motions was based on the
interpretation of the January 2017 decisions in light of the settlement agreement.

Disposition

The Tax Court denied the whistleblowers’  motions to enforce the January 2017
decisions without sequester reductions.

Significance/Impact

This decision underscores the enforceability of Tax Court decisions and the binding
nature of settlement agreements in tax disputes. It serves as a reminder to litigants
of the importance of fully disclosing settlement terms to the Court to avoid post-
decision litigation. The case also reaffirms the application of sequester reductions to
whistleblower  awards,  affecting  future  claims  and  settlements  in  this  area.
Furthermore, it  clarifies the scope of the Tax Court’s jurisdiction to enforce its
decisions,  providing  guidance  for  practitioners  and  litigants  on  the  interplay
between court orders and settlement agreements.


