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Taxpayer Relief Act of 1997 -

Subject: Tax Court Jurisdiction Cancellation Date: Aug. 26, 1998
The ﬁurpose of this Notice is to summari ze sone of the changes

made by the Taxpayer Relief Act of 1997 (TRA 1997),

Pub. L. No. 105-34, 111 Stat. 788 (1997), that affect the

jurisdiction of the Tax Court. The effective dates of the

provi sions discussed in this Notice are set forth below. A Notice

concerni ng changes nmade by TRA 1997 to the TEFRA provi sions,

i ncl udi ng changes nade to the jurisdiction of the

Tax Court and the district courts over certain matters, wll

be i ssued separately.

Clarification of Judicial Review of Eliqgibility for Extension of
Time for Payment of Estate Tax (TRA Sec. 505; I.R.C. § 7459)

TRA 1997 added new section 7459, which authorizes the Tax Court
to provide declaratory judgments regarding the initial or continuing
eligibility for the deferral of estate tax under section 6166.

Prior to this change, there was no prepayment forum for judicial
review if the Service denied relief under section 6166 for initial
or continuing eligibility for making installment payments.

Effective Date: Decedents dying after August 5, 1997.

Declaratory Judgment Action for Determining Value of Gift (TRA Sec.

506(c); I.R.C. 8§ 7477)

TRA 1997 provides that a gift for which the statute of
limitations for gift tax purposes has expired cannot be revalued for
purposes of determining the applicable tax bracket and unified
credit for estate tax purposes. This change reverses a line of
judicial authority that permitted the Service to redetermine, for
estate tax purposes, the value of a ?ift for which the statute of
limitations period for assessing a gift tax deficiency had expired.
See, e.qg. _, Estate of Smith v. Commissioner , 94 T.C. 872 (1990).

Under TRA 1997, in order to revalue a gift that has been
adequately disclosed on a gift tax return, the Service must issue a
final notice of redetermination of value (“final notice") within the
statute of limitations applicable to the gift for gift tax purposes.
This rule is applicable even where the value of the gift, as shown
on the return, does not result in any gift tax being owed or where
the value of the gift, as redetermined by the Service, does not
result in a deficiency in gift tax (e.g. , through application of the
unified credit). (Of course, if the revaluation of a gift results
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a gift tax deficiency, a statutory notice of deficiency will be
sued.) The statute of limtations will not run on an inadequately
i sclosed transfer, regardless of whether a gift tax return was
iled for other transfers in that sane year .

A taxpayer who is mailed a final notice nay chall enge the
redeterm ned value of the gift by filing a notion for a declaratory
judgnment with the Tax Court on or before 90 days fromthe date the
final notice was mailed. A declaration of the value of a gift by
the Tax Court has the sanme force and effect as any other decision of
the Tax Court and is revi ewabl e as such.

It is noted that there is a pending technical correction to
clarify that, in determ ning the anount of taxable gifts nade in
precedi ng cal endar Periods, the value of prior gifts is the value of
such gifts as finally determned, even if no gift tax was assessed

Fald on that gift. For this purpose, a final determ nation would
|nc ude, for exanple, the value reported on the gift tax return (if
not chal |l enged by the Service prior to the expiration of the statute
of limtations), the value determined by the Service (if not
chal | enged by the taxpayer through the declaratory judgnent
procedure), the value determ ned by the courts, or the val ue agreed
to by the Service and the taxpayer in a settlenment agreenent.

Effective date: G fts nmade after August 5, 1997.

Over payment Determi nations of Tax Court (TRA Sec. 1451; |I.R C
§ 6512)

TRA 1997 modified section 6512(b) to clarify that a Tax Court
order to refund an overpayment is appealable in the same manner as a
decision of the Tax Court. Section 6512(b) was also modified to
clarify that the Tax Court shall not have jurisdiction to restrain
or review the validity or merits of credits or offsets under section
6402 that reduce or eliminate a refund to which a taxpayer is
otherwise entitled.

Effective Date: August 5, 1997.

Jurisdiction Over Interest Determinations (TRA Sec. 1452; I.R.C. §
7481)

TRA 1997 made two clarifying changes to section 7481(c).
First, a taxpayer must file a motion, rather than a petition, to
seek a redetermination of interest in the Tax Court. Second, the
Tax Court's jurisdiction to redetermine the amount of interest
includes both underpayment interest and overpayment interest.

Effective date: August 5, 1997.

Jurisdiction Over Determination of Employment Status (TRA Sec. 1454;

I.LR.C. § 7436)

. TRA 1997 confers jurisdiction on the Tax Court to determine,
in connection with the audit of any person, the correctness of IRS
determinations that (1) one or more individuals performing services
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are enpl oyees of such person for purposes of subtitle C or (2) such
person is not entitled to the treatnent under subsection (a) of
section 530 of the Revenue Act of 1978. A pleading seeking a
determ nation by the Tax Court under this provision may be filed
only by the person for whomthe services are performed. The review
by the Tax Court will be de novo rather than on the adm nistrative
record. A nunber of procedural rules are also included to

i ncorporate this new jurisdiction into the existing procedures
applicable in the Tax Court.

Ef fective date: August 5, 1997.

Attorneys with questions regarding TRA 1997 sections 505, 1451,
or 1452 shoul d contact the Procedural Branch of the Field Service
Division at (202) 622-7940 or (202) 622-7950. Attorneys with
questions regardi ng TRA section 506 shoul d contact the Passthroughs
and Special Industries Branch of the Field Service Division at (202)
622- 7830 or (202) 622-7840. Attorneys with questions regarding TRA
section 1454 should contact Branch 2 of the Ofice of the Associate
Chi ef Counsel (Enployee Benefits & Exenpt Organi zations) at (202)
622- 6040.

Fol  owi ng publication of this Notice, apFropriate changes wi | |
be made to the Chief Counsel Directives Manua

/sl _Daniel J. WIes
for JUDI TH C. DUNN
Associ ate Chi ef Counsel
(Donesti c)




