Khafra et al v. Internal Revenue Service et al Doc. 13

INTHE UNITED STATESDISTRICT COURT
FOR THE DISTRICT OF MARYLAND

DIA KHAFRA, et al. *
Plaintiffs, *

V. * Civil Action No. 8:17<v-03100PX
INTERNAL REVENUE SERVICEgt al, *
Defendants. *

*kkkkk

MEMORANDUM OPINION

Plaintiffs Dia Khafra and Claudia Lystra Khafpgoceedingpro se bringsuit againsthe
Internal Revenue ServigdRS”) andAppeals Team Managéaureen A. Higgins. ECF No. 1.
Now pending before the Cowate Plaintifs’ Motion to Amend the Complaint and the United
States’Motion to Dismiss Plaintiffs’ Complaint for lack of subject matter jurisdictowifailure
to state a claimECFNo. 7. The motios arefully briefed and no hearing is necessaSee
Local Rule 105.6. For the reasons that follow, the CgnanitsPlaintiffs’ Motion to Amend the
Complaint as well athe United StatesMotion to Dismisdor lack of subject matter jurisdiction

Plaintiffs alege that they are entitled to a refund of taxes maidApril 15, 2012for the
2011 tax yeabecause the IRS wrongfully denied their refund claim fied\pril 16, 2015.

ECF No. 1. The United Statesontendghatthe Court lacks jurisdiction under 28 U.S.C.
§ 1346(a)() to hear the claim because Plaintiifed their refund claim too late to recover for
their 2011 taxes. ECF No.'7For the following reasons, the Court agrees with the United

States.

! TheUnited States also argsithat dismissal is warranted becausairRiffs sued the wrong party and
because Plaintiffs failed to state a claim undedvepayer Bill of Rights.Plaintiff has sought to amend the
Complaint to withdraw the Taxpayer Bill of Rights claim and substitigdthited States as the proper parthe

Dockets.Justia.com


https://dockets.justia.com/docket/maryland/mddce/8:2017cv03100/404845/
https://docs.justia.com/cases/federal/district-courts/maryland/mddce/8:2017cv03100/404845/13/
https://dockets.justia.com/

l. Standard of Review

Because Plaintiff areproceedingro se the Court construes the Complaint liberally to
ensure that potentially meritorious claims survive challerf@ge Hughes v. Rop#49 U.S. 5, 9
(1980). However the Court cannot ignorepaio seplaintiff’'s clear failure to allege facts setting
forth a cognizable claimSee Weller v. Dep’t of Soc. Sen@)1 F.2d 387, 391 (4th Cir. 1990)
(“The ‘special judicial solicitude’ with which district court should view such pro se complaints
does not transform the court into an advocate. Only those questions which are squarely
presented to a court may properly be addressed.”). A court, when revgwisgcomplaints,
must not abdicate it$egitimate advisory role” to become an “advocate seeking out the strongest
arguments and most successful strategies for a pagaudett v. City of Hamptoi75 F.2d
1274, 1278 (1985).

Motions to dismiss for lack of subject matter jurisdiction chakkeagourt’s authority to
hear a matterSee Davis v. Thompso367 F. Supp. 2d 792, 799 (D. Md. 2003 he plaintiff
bears the burden of establishing subject matter jurisdiction by a prepondef émeevidence.
Lovern v. Edwardsl190 F.3d 648, 654 (4th Cir. 1999). If “a claim fails to allege facts upon
which the court may base jurisdiction,” the court must dismiss the action kasflaabject
matter jurisdiction.Davis, 367 F. Supp. 2d at 793 determining whether jurisdiction exists,
“the court may look beyond the pleadings and the jurisdictional allegations of tipdagtrand
view whatever evidence has been submitted on the’is&lmury v. Meserve268 F. Supp. 2d
600, 606 (D. Md. 2003) (quioig Capitol Leasing Co. v. FDI(99 F.2d 188, 191 (7th Cir.

1993)) (nternalquotation marks omitted). Mére the defndant contend$at thecomplaint

Court grants thdMotion to AmendECF No. 11) thus leaving the sole remaining issgvhetherthe timing ofthe
refund claimdeprives thiourt of jurisdiction Plaintiffs failed to attach to their Motion to Amend the Complaint
new and redline version of the proposed Amended Complattdordingly,the Court refers to tHAmended
Complaint” as ECF Nos. 1 and 11 to refl#wt the Court adopts the amendments to EGFINas proposed in ECF
No. 11.



“simply fails to allege facts upon which subject matter jurisdiction can $ediyathe Court
construes théacts alleged in theomplaintas true and most favorably to the plaintifdams v.
Bain, 697 F.2d 1213, 1219 (4th Cir. 1982).

1. Analysis

For tax matters generall\28 U.S.C. § 134@)(1) confers original jurisdiction on federal
district courts, concurrent with the United States Court of Federal Cldifas“any nterna}
revenue tax alleged to have been erroneously or illegally assessed or colletever,a
refund suif may not be filed “until a claim for refund or credit has been duly filed” witHRg
26 U.S.C. § 7422(a).For a refunalaim to be duly filedjt mustcomply with thetiming
provisions of 8 651(h) and(b). United States v. Clintwood Elkhorn Min. C653 U.S. 1, 8
(2008) Webbv. United States6 F.3d 691, 693 (4th Cir. 1995).

Section6511(a) provideghat where the taxpayer seé€ksedit or refund of an
overpaynent of any tax imposegutheclaim“shall be filed by the taxpayer within 3 years from
the time the return was filéd Id. Here, Plaintiffs mailedheir joint taxreturnon April 16, 2015.
ECF No. 71 at 5 Importantly, the Codef Federal Regulationgrovides that a properly
executed individual tax return shalso be construed as a claim for a refund when the return
discloses an overpaymern26 C.F.R. § 301.6402&)(5) Plaintiffs’ tax returnthus also
constituted a refund claimAs the United States acknowledgé® simultaneous filing of
Plaintiffs’ return and refund claim meets the timing requirements of § 6513¢@ECF No. 7-1
atb.

Section 6511 (blimits the amount tha claimant can recovess follows:

2 A “refund claim” refers to an administrative refund claim filed with the,I®® a “refund suit” refers to
a cause of action filed in federal court against the United Sibfemerica.

% The refund suit mustisobe filed within a certain time after the filing of thefund claimwith the IRS.
See26 U.S.C. § 653(a) TheUnited Statesloesnot dispute that Plaintiffs complied with § 6532(a).
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[i]f the claim was filed by the taxpayer during the€ear period
prescribed in subsection (a), the amount of the credit or refund
shall not exceed the portion of the tax paid within the period,
immediately preceding the filing of the claisgual to 3 yearplus

the period of any extension of time for filing the return

26 U.S.C. § 6511(b)(2)(Aemphasis added)For purposes of § 6511 hen taxes are
deducted and withheld during the calendar year, the taxes are deemed paid on Aghel5 of
following year. 26 U.S.C. § 6513(f)); Rev. Ruling 2003-1 C.B. 814.

The United Statesontends thathis Court lackgurisdictionbecausélaintiffs filed their
refund claim more than three years aftayingthe taxesn question. ECF No. 7-1 at 6.
Plaintiffs’ 2011 taxes werdeemed paid on April 15, 2012, and the return was not mailed until
April 16, 2015% Id. Thus,the United Statesontends that thiaxes were paid one day outside
the look-back period provided under § 6d84)1 barringPlaintiffs’ recovery

Plaintiffs respond thahelook-back period was augmentbg an “extension of time for
filing the return.” See8 6511(b)(2)(A). Plaintiffs more specificallycontend thabecausehe
initial due date for filing the returpril 15, 2012, was a Sunday, and April 16, 204ds a
legal holiday, the return was in fact due on April 17, 2012. Thus, say Plaibyiff&itue of that
extension, theorrectly calculatetbok-backperiodis between April 16, 2015 and April 15,
2012. ECF No. 11 at 5. Themlargedook-back periodncludesthe period in which the taxes in
guestion were pajdand so jurisdiction over the refund suit involving those taxes is proper.

In support, Plaintiffs point to 26 U.S.C. 8 7503, which provides:

When the last day prescribed under authority of the internal
revenue laws for performing any act falls on Saturday, Sunday, or
a legal holiday, theerformance of such act shall be considered

timely if it is performed on the next succeeding day which is not a
Saturady, Sunday, or a legal holiday.

* The parties dispute whether ttiate that the refund claim is filesl the date that Plaintiffs mailed the
claim (April 16, 2015) or the date that the IRS received the claimI(2@ri2015). However neither date permits
Plaintiffs to recover. As such, the Court need not decide on which dataithesas filed.
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26 U.S.C. § 7503.

Plaintiffs do notoffer any legal support for the proposition that 8 7503’s extension
provisionappliesin this case The plain language of 8§ 7503 extends the time tahfdeax
returnto the “next succeeding day” where the act in questiimg-the returr—is actually
performed.ld. (“[T]he performance of such act shall be considered timélisiperformedon
the next succeeding day which is not a Saturday, Sunday, or a legal holidaplipésradded).
To apply 8§ 7503 to actsot performedon the next succeeding daypuld contravene the plain
language of this provisiorere, Plaintiffs did not file their 2012 return until Apti, 2015,
years beyond the next succeeding of April 17, 2012. Thus, the Court cannottbziend-
back periodas Plaintiffs suggest.

The Court and the parties have only unearthed one case that squarely decides whether
§ 7503 applies in this contexiVeisbart v. .R.No. 02 CV 3821(SJ), 2004 WL 528442
(E.D.N.Y. 2004).But seeKatz v. United State®No. 04-1790T, 2006 WL 2418837, at *2 (Fed.
Cl. July 25, 2006) (noting in dicta, and with no explanation, that 8 7503 would extend the look-
back period under 8 651)jb InWeisbar thetax returnfiling deadlinefell on a Sunday. 2004
WL 528442 at *1. Althoughplaintiff hadmailed the refund claim three years ame:day after
the Sunday dudatefor filing the return he argued that § 75@8eated a onday extension of
the look-back periodld. Based on the plain language of § 7503 and arR&&nue Rling,
2003-1 C.B. 814, the court refused to apply 8§ 7503 to extend the look-back period, and held that
the plaintiff was barred from recoverid. at *3.

TheRevenue Rulingimilarly interpres § 7503.See Rev. Ruling 2003-1 C.B. 814.h&
IRS determined that “Section 7503 provides an extension of time to file a return, whin t

meaning of sectiof511(b)(2)(A), only when the due date for.filing a return falls on a



Saturday, Sunday, or legal holiday and the taxpagtrally files a returron the next succeeding
day that is not &aturday, Sunday, or legal holidayd. This interpretation makes good sense in
that taxpayers who fail to fileeturnson the next succeeding day do fget to enjoy the benefits
of the extension” provided in § 750%eeWeisbart 2004 WL 528442, at *2

BecausdPlairtiffs did not actually file the returan the next succeeding déyut instead
several years later§ 7503 is inapplicable. Accordingly, no extension of time altered the look-
backperiod under § 6511(b); Plaintiffs can only recover for taxes paid within threz year
preceding their refund claim. Plaintiffs mailed their refund claim more thag yl@ars after
their 2011 taxes &re paid.Pursuant to § 6511(b), Plaintiffidilure topay their taxesvithin the
threeyear timeframe deprives this Court of jurisdiction to hear the dadeR. v. Lundy516
U.S. 235, 245 (1996) (holding that look-back period in 8 6511(b) is jurisdictional). The suit
must be dismissed.

[11. Conclusion
Based on the foregoing, the United States’ matmodismisss GRANTED. A Separate

order follows.

11/6/2018 /S
Date Paula Xinis
United States Districiudge

®> Although reasonable agency interpretations merit judicial deference, “RefRerings receive
‘considerably less deference’ than ‘properly promulgated reguldtio@ean Pines Ass'n, Inc. v. C.I,B72 F.3d
284, 289 n.2 (4th Cir. 2012yuotingDominion Res., Inc. v. United Stat@49 F.3d 359, 366 (4th Cir. 20003ee
alsoUnited States v. Cleveland Indians Baseball, 582 U.S. 200, 220 (2001)/Nhile the Court finds the Revenue
Ruling instructive, the Court notes that #ame conclusion is independently supported by the plain language of the
statute.



