Garcia v. Commissioner, 157 T. C. No. 1 (2021)

In Garcia v. Commissioner, the U. S. Tax Court ruled that a case challenging
passport certification due to a ‘seriously delinquent tax debt’ became moot after the
IRS reversed its certification. The court clarified that married taxpayers can file a
joint petition to challenge separate but related certifications. However, it lacked
jurisdiction to review the merits of an offer-in-compromise, highlighting the limited
scope of judicial review in such cases.

Parties

The petitioners, Morris F. Garcia (deceased) and Sharon Garcia, challenged the
respondent, the Commissioner of Internal Revenue, in the U. S. Tax Court. They
filed a joint petition against separate but substantially identical notices of
certification issued to them by the IRS regarding their 2012 joint tax liability.

Facts

Morris F. Garcia and Sharon Garcia, married taxpayers, had an unpaid federal
income tax liability exceeding $500,000 for the year 2012. On February 10, 2020,
and March 2, 2020, the IRS issued separate notices to Sharon and Morris Garcia,
respectively, certifying their tax debt as ‘seriously delinquent’ under I. R. C. §
7345(b). The couple submitted an offer-in-compromise, which the IRS later
determined to be processable and pending, leading to the reversal of the
certifications on November 2, 2020. Morris Garcia died at a time not disclosed in the
record, after the petition was filed.

Procedural History

The Garcias jointly petitioned the U. S. Tax Court on July 10, 2020, challenging the
IRS’s certification. They filed a second joint petition on July 16, 2020, which was
later closed as duplicative. After the IRS reversed the certifications and notified the
Secretary of State, the Commissioner moved to dismiss the case as moot on January
29, 2021. The court granted this motion, finding that the Garcias had received all
the relief to which they were entitled.

Issue(s)

Whether married taxpayers can file a joint petition to challenge separate but
substantially identical notices of certification under I. R. C. § 7345(e)?

Whether the case became moot after the IRS reversed its certifications as erroneous
and notified the Secretary of State?

Whether the Tax Court has jurisdiction under I. R. C. § 7345(e) to address the merits
of the Garcias’ offer-in-compromise?
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Rule(s) of Law

[. R. C. § 7345(a) mandates the transmission of certification of a ‘seriously
delinquent tax debt’ to the Secretary of State for action regarding the taxpayer’s
passport. I. R. C. § 7345(e)(1) allows taxpayers to petition the Tax Court to
determine if the certification was erroneous or if the Commissioner failed to reverse
it. I. R. C. § 7345(e)(2) authorizes the court to order the Commissioner to notify the
Secretary of State if a certification was erroneous. Tax Court Rule 34(a)(1) permits
spouses to file a joint petition in deficiency or liability actions regarding separate
notices of the same liability.

Holding

The Tax Court held that married taxpayers may file a joint petition to challenge
separate but substantially identical notices of certification related to the same tax
liability, similar to deficiency cases under Tax Court Rule 34(a)(1). The court further
held that the case was moot because the IRS had reversed its certifications and
notified the Secretary of State, thereby granting the Garcias the relief they sought.
Finally, the court held that it lacked jurisdiction under I. R. C. § 7345(e) to address
the merits of the Garcias’ offer-in-compromise.

Reasoning

The court reasoned that allowing joint petitions in passport certification cases,
where separate notices are issued to married taxpayers for the same tax liability,
aligns with the efficiency and fairness considerations evident in Tax Court Rule
34(a)(1). The court emphasized that the IRS’s reversal of the certifications as
erroneous due to the pending offer-in-compromise rendered the case moot, as the
Garcias received all the relief they could obtain under I. R. C. § 7345(e). The court
further reasoned that its jurisdiction in passport certification cases is limited to
determining the propriety of the certification itself and does not extend to the
underlying tax liability or the merits of an offer-in-compromise. The court noted that
any further review of the offer-in-compromise would be beyond its authority and
would result in an advisory opinion, which it declined to provide.

Disposition

The Tax Court dismissed the case on the ground of mootness, as the IRS had
reversed its certifications and notified the Secretary of State, thereby granting the
Garcias the relief they sought.

Significance/Impact

Garcia v. Commissioner clarifies the procedural rights of married taxpayers to file
joint petitions in passport certification cases and underscores the limited scope of
judicial review under I. R. C. § 7345(e). The decision emphasizes the importance of
the IRS’s discretionary authority over offers-in-compromise and the court’s inability
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to intervene in such matters within the context of passport certification disputes.
The case also highlights the potential for mootness in such cases when the IRS
reverses its certification, demonstrating the dynamic nature of tax disputes and the
need for timely judicial resolution.
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