IN THE UNI TED STATES COURT OF APPEALS
FOR THE FI FTH Cl RCU T

No. 00-60813

Summary Cal endar

CCOLUMBI A/ ST DAVI D' S HEALTHCARE SYSTEM LP; ET AL

Petitioners

ST DAVID S HEALTHCARE SYSTEM | NC

Peti ti oner- Appel | ant

V.

COMM SSI ONER OF | NTERNAL REVENUE

Respondent - Appel | ee

Appeal fromthe Decision of the
United States Tax Court
(7005-00)

June 19, 2001
Bef ore KING Chief Judge, and JONES and STEWART, Circuit Judges.

PER CURI AM *

Pursuant to 5THCQR R 47.5, the court has determ ned
that this opinion should not be published and is not precedent
except under the limted circunstances set forth in 5THGQR R
47.5. 4.



Petitioner-Appellant St. David' s Health Care System Inc.
appeals fromthe Tax Court’s judgnent, which granted Respondent -
Appel | ee the Conm ssioner of Internal Revenue’s notion to dismss
for lack of jurisdiction. For the follow ng reasons, we AFFIRM

| . FACTUAL AND PROCEDURAL HI STORY

Petitioner-Appellant St. David' s Health Care System |Inc.
(“St. David's”), a not-for-profit corporation, is a partner in
Col unbia/St. David's Healthcare System L.P. (the “Partnership”).
The Partnership was forned for the purpose of owning and
operating hospitals and related health care facilities in Austin,
Texas. St. David' s is a notice partner in the Partnership, as
defined by 8§ 6231(a)(8) of the Internal Revenue Code (the
“Code”). See |I.R C 8§ 6231(a)(8) (2000).! Round Rock Hospital,
Inc. (“Round Rock”) is also a nenber of the Partnership and is
the Tax Matters Partner (the “TMP"). As the TMP, Round Rock is
the primary |iaison between the Partnership and the Internal
Revenue Service (the “IRS’) on all tax matters relating to the

Partnership. See id. § 6231(a)(7).°2

1 Section 6231(a)(8) defines a “notice partner” as “a
partner who, at the tine in question, would be entitled to notice
under subsection (a) of section 6223.” |.R C. 8§ 6231(a)(8).

2 Section 6231(a)(7) provides in relevant part:

The tax matters partner of any partnership is--

(A) the general partner designated as the tax matters
partner as provided in regulations, or

(B) if there is no general partner who has been so

desi gnated, the general partner having the | argest
profits interest in the partnership at the close of the
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On Decenber 31, 1996, the Partnership’s taxable year for
1996 ended, and the Partnership tinely filed its 1996 tax return
wth the IRS. The IRS audited the return during the years of
1998 t hrough 2000. On January 27, 2000, the IRS issued to the
TMP a notice of final partnership adm nistrative adjustnent
(“FPAA"), which, as required under the Code, was then delivered
to all notice partners of the Partnership, including St. David's.
See | .R C. 8§ 6223(a). The FPAA made adjustnents to several
partnership itens contained within the Partnership’ s 1996 return.
One of the adjustnents was an increase in the Partnership’s
t axabl e incone in the anount of $14, 445,441, which resulted from
t he di sal |l owance of a bad-debt deduction with respect to St.
David’s precontribution allowance for bad debts. A second
adj ustnent was a $1, 995,335 nodification to a disguised sale.

Section 6226(a) (1) of the Code provides that, within ninety
days of the date on which a notice of FPAAis nmailed to the TWP,
the TMP “may file a petition for a readjustnent of the
partnership itens for such taxable year” with the Tax Court, the
appropriate district court, or the Court of Federal Cains. See
. R C. 8§ 6226(a)(1). On April 25, 2000, the TMP filed such a

petition for readjustnent, seeking readjustnent of the IRS s

t axabl e year involved (or, where there is nore than 1
such partner, the 1 of such partners whose nanme woul d
appear first in an al phabetical l|isting).

|.R C. § 6231(a)(7).



di sgui sed sal e adjustnent. Then, on June 22, 2000, St. David's,
as a notice partner, filed a separate petition for readjustnent
in the Tax Court, seeking readjustnent with respect to the bad-
debt deducti on.

The Respondent - Appel | ant the Comm ssioner of |nternal
Revenue (the “Comm ssioner”) filed a notion to dism ss the
readj ustnment petition filed by St. David s, arguing that the Tax
Court | acked jurisdiction over the petition because of the TMP' s
previously filed petition, which concerned the sane FPAA. The
Tax Court granted the Comm ssioner’s notion to dism ss.

St. David' s tinely appeal ed.

1. STANDARD OF REVI EW

We review a decision of the Tax Court by applying the sane

standards enployed in reviewing a decision of a district court in

civil actions tried without a jury. See Street v. Conmm ssioner,

152 F.3d 482, 484 (5th Gr. 1998); see also |I.R C. § 7482.
Accordingly, we review the Tax Court’s grant of a notion to
dismss for lack of subject-matter jurisdiction de novo. See

Rodriguez v. Texas Conmin on the Arts, 199 F. 3d 279, 280 (5th

Cir. 2000); EP Qperating Ltd. P ship v. Placid Gl Co., 26 F.3d

563, 566 (5th Cr. 1994). W nust take as true all of the

conplaint’s uncontroverted factual allegations, see Saraw P ship

v. United States, 67 F.3d 567, 569 (5th G r. 1995), and w |

affirmthe dismssal if ““the court |acks the statutory or



constitutional power to adjudicate the case.’” Hone Builders

Ass’n v. Cty of Madison, Mss., 143 F.3d 1006, 1010 (5th Gr.

1998) (quoting Nowak v. Ironworkers Local 6 Pension Fund, 81 F.3d

1182, 1187 (2d Cir. 1996)).

[11. THE TAX COURT DI D NOI' HAVE JURI SDI CTI ON TO HEAR THE

READJUSTMENT PETI TI ON FI LED BY ST. DAVID S

The i ssue before us on appeal is whether St. David's, as a
partner other than the TMP, was entitled to file and adjudicate a
readj ustment petition contesting the IRS s adjustnent of
partnership itenms in a FPAA after the TMP had previously filed a
readj ust ment petition concerning the sanme FPAA. St. David’s
argues that it is entitled to file such a petition because its
petition concerned readjustnment of a partnership itemunrel ated
to the partnership itemcontested in the TMP s petition. The Tax
Court held that “because a valid, tinely petition was previously

filed by the tax matters partner,” the court had no jurisdiction
over the readjustnent petition filed by St. David s. W agree
and al so conclude, as did the Tax Court, that the readjustnent
requested by St. David' s may be “addressed in the unified TEFRA

partnership proceedi ngs” already pending before the Tax Court.

A. The Statutory Franmework

To sinplify procedures for determning the tax liability of
the individual partners of a partnership, in the Tax Equity and

Fi scal Responsibility Act of 1982 (the “TEFRA’), Congress added



sections 6221 through 6232 to the Code. See Pub. L. No. 97-248,

8 402, 96 Stat. 324 (1982); see also Transpac Drilling Venture,

1983-63 v. Crestwood Hosps., Inc., 16 F.3d 383, 387 (Fed. Cr.

1994). These sections were added so that the tax treatnent of
certain partnership itens, such as incone, |oss, deductions, and
credits, would be “determ ned at the partnership level in a

uni fied proceeding rather than in separate proceedings with the
partners.” H R Cow. Rep. No. 97-760, at 600 (1982), reprinted

in 1982 U S.C.C. A N 1190, 1372; see also Brookes v. United

States, 20 &. d. 733, 737 (1990).

Pursuant to the TEFRA, the IRSis required to give partners
notice once it begins an adm nistrative proceeding relating to a
partnership item See |I.R C. 8 6223(a)(1). If the
adm ni strative proceeding results in any adjustnents to
partnership itens, the IRSis to mail to the TMP a notice of
FPAA. See id. 8§ 6223(a)(2), (d). As nentioned supra in Part 1,
within ninety days after the day on which a notice of FPAA is
mailed to the TMP, the TMP may file a “petition for readjustnent
of the partnership itens” with the Tax Court, an appropriate
district court, or the Court of Federal Cains. See id.

§ 6226(a).® If the TMP fails to file a readjustment petition

3 Section 6226(a) states:

Petition by tax matters partner.--Wthin 90 days after
the day on which a notice of a final partnership
admnistrative adjustnent is mailed to the tax matters
partner, the tax matters partner may file a petition
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wi thin those ninety days, however, 8§ 6226(b) permts a partner
other than the TMP to file such a petition. See |I.R C
8§ 6226(b).*

If an action is brought under either subsection (a) or
subsection (b) of § 6226, “each person who was a partner in such
partnership at any tinme during such year shall be treated as a
party, and . . . the court having jurisdiction of such action
shal | allow each such person to participate in the action.”
|. R C. 8§ 6226(c). Any partner who satisfies the requirenments of
8 6226(d) “may participate in the action by filing a notice of
election to participate with the Court.” Tax Cr. R 245(b).

Moreover, that partner may file an anendnent to the TMP' s

for a readjustnent of the partnership itens for such

t axabl e year with--

(1) the Tax Court,

(2) the district court of the United States for the
district in which the partnership’s principal place of
busi ness is |ocated, or

(3) the Court of Federal d ains.

|.R C. § 6226(a).
4 Section 6226(b) provides:

Petition by partner other than tax matters partner

If the tax matters partner does not file a
readj ust ment petition under subsection (a) with respect
to any final partnership adm nistrative adjustnent, any
notice partner (and any 5-percent group) may, within 60
days after the close of the 90-day period set forth in
subsection (a), file a petition for a readjustnent of
the partnership itens for the taxable year involved
with any of the courts described in subsection (a).

|.R C. § 6226(h).



petition in order to seek readjustnent of other partnership itens
that were designated in the FPAA, but were not contested by the
TMP. See id. R 245(e). These procedures, i.e., permtting a
partner to elect to participate as a party to the TMP s action
and to file an anendnent to the TMP' s petition, act to “neet][]
TEFRA' s objective of ensuring that all partners may .

litigate a dispute with the IRSin a single proceeding.” Chinblo

v. Conmm ssioner, 177 F.3d 119, 121 (2d Gr. 1999) (second

alteration in original) (internal quotations and citations

omtted), cert. denied, 528 U. S. 1154 (2000).

B. Anal ysis

St. David' s argues that because the TMP did not file its
readj ustment petition to readjust “every” partnership itemlisted
in the FPAA, St. David' s was permtted to file its own
readj ustnment petition with the Tax Court. Specifically, St.
David's asserts that it was entitled to file a petition to
readj ust the bad-debt adjustnent because the TMP failed to
contest that adjustnent in its petition. The argunent advocated
by St. David' s hinges on the neaning of the term “any” contai ned
in 8 6226(b), which permts a notice partner to file a
readj ustment petition “[i]f the tax matters partner does not file
a readjustnent petition under subsection (a) with respect to any
final partnership admnistrative adjustnent.” |.R C. 8§ 6226(Db)
(enphasis added). St. David' s relies on the dictionary
definition of the term“any” and contends that, in the context of
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8 6226(b), the term“any” should actually nmean “every.” Such an
interpretation, argues St. David' s, would require the TMP to file
a readjustnent petition contesting every adjustnent |listed in the
FPAA before a partner (other than the TMP) woul d be precl uded
fromfiling a separate petition. W disagree with this
interpretation for two reasons.
1. Reason One: The Law Regardi ng Subsequently Filed Petitions
When the TMP Has Previously Filed
First, the Tax Court, as an Article |I court, possesses
jurisdiction to adjudicate controversies only as Congress has
expressly provided in the Code. See |.R C. 8§ 7442; see also In

re Gand Jury Proceedings, 687 F.2d 1079, 1097 (7th Cr 1982).

The Tax Court’s jurisdictional power to review a FPAA is
primarily found in 8§ 6226.° See |.R C. 8§ 6226(f) (“A court with
which a petitionis filed in accordance with this section shal
have jurisdiction to determne all partnership itens of the
partnership for the partnership taxable year to which the notice
of [FPAA] relates[.]”). Under 8 6226(b), the Tax Court has
jurisdiction over a notice partner’s petition filed after the

ni nety-day period for TMP filing, only if the TMP failed to file
within the ninety-day period prescribed in § 6226(a). See |I.R C.

8§ 6226(b) (“If the tax matters partner does not file a

readj ust nent petition under subsection (a) with respect to any

5> See supra notes 3 & 4.



final partnership admnistrative adjustnent, [then] any notice
partner . . . may, within 60 days after the close of the 90-day
period set forth in subsection (a), file a petition for a
readjustnment[.]”). As such, it is well established that the Tax
Court “lack[s] jurisdiction over petitions for readjustnent of
partnership itens filed by notice partners in the presence of

earlier, valid petitions filed by [the TMP].” Canbridge Research

& Dev. Goup v. Conmi ssioner, 62 T.C M (CCH 654, 654 (1991);

see also Transpac Drilling Venture, 1983-2 v. United States, 83

F.3d 1410, 1412 (Fed. G r. 1996); Transpac Drilling Venture,

1983-63 v. United States, 26 . C. 1245, 1247 (1992); Brookes,

20 C. d. at 737; Cablevision of Conn. v. Conm ssioner, 65

T.C.M (CCH) 2147, 2149, 2150 (1993).
St. David' s attenpts to distinguish sone of these cases by

asserting that the itens contested in the TMP petitions in those

cases were the sane as those challenged in the subsequently filed

petitions. St. David' s argues that because the adjustnent

contested by St. David's is not duplicative of that contested by

the TMP in this case, St. David' s should be permitted to file a

separate petition. This argunent does not alter the fact that

t hese cases speak in terns of filing a “petition” and do not

di stingui sh anong the different types of adjustnents contained

within the FPAA. See Transpac Drilling Venture, 1983-63, 26 Ct.

. at 1247 (“[Section] 6226(b) permts others to file a petition
within 60 days followi ng the expiration of the original 90 day
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period if the TMP failed to file a readjustnent petition within
that time.” (enphasis added)); Brookes, 20 C. CO. at 737 (“[The
TMP' s petition] was filed within the 90-day period during which
only the tax matters partner may file a petition, and the tax
matters partner did in fact file, thereby termnating any right

in plaintiffs to do so.” (enphasis added)); Cabl evision of Conn.

65 T.C M (CCH) at 2150 (agreeing that “[b]ecause [the TMP] filed
atinely petition pursuant to section 6226(a), . . . the petition
filed by Dol an nust be dism ssed” (enphasis added)); Canbridge

Research & Dev. Goup, 62 T.C M (CCH) at 654 (“W | ack

jurisdiction over petitions for readjustnent of partnership itens

filed by notice partners in the presence of earlier, valid

petitions filed by tax matters partners.” (enphasis added)); see

also HR Cowv. ReEr. No. 97-760, at 603 (1982), reprinted in 1982

US CCAN 1190, 1375 (“If the TMP does not file a petition,
any notice partner or 5-percent group with an interest in the
outcone may within 60 days follow ng such 90-day period, file a
petition with any of the courts in which the TMP may file a

petition.” (enphasis added)); cf. TaxCr. R 241(d)(3)(D

(requiring a separate nunbered paragraph in a partner’s (other
than a TMP) petition for readjustnent to state that “the tax
matters partner has not filed a petition for readjustnment of

partnership itenms within the period specified in Code Section

6226(a)” (enphasis added)).

11



We concl ude that these cases denonstrate that when the TM
has filed a valid and tinely readjustnent petition wthin the
ni nety-day tine period established by the Code, see |.R C
8§ 6226(a), any other partner is precluded fromfiling a separate
petition, even if the TMP s petition seeks readjustnent of only

sone of the partnership itens contained within the FPAA ©

6 In their interpretations of the phrase “with respect to
any final partnership adm nistrative adjustnent” in 8 6226(b),
the parties are concerned only with the neaning of the term
“any.” W note, however, that proper interpretation of this
phrase may not, in fact, turn on the term*®“any” and may, instead,
hi nge on the neaning of a “final partnership admnistrative
adjustnent.” Both parties seemto regard a “final partnership
adm nistrative adjustnent” as a single adjustnent to a
partnership item which would then be listed in the notice of
FPAA al ong with other FPAAs. Therefore, under either party’s
interpretation, a notice of FPAA could contain several FPAAs.

Al t hough the Code and its inplenenting regul ations
apparently contain no explicit definition of a “final partnership
admnistrative adjustnent,” it appears that a FPAA is actually
one docunent that may contain adjustnents for several partnership
itenms. See, e.qg., I.RC 8 6226(e)(1) (“A readjustnent petition
under this section may be filed . . . only if the partner filing
the petition deposits with the Secretary . . . the anmount by
which the tax liability of the partner would be increased if the
treatnent of partnership itens on the partner’s return were mde
consistent wwth the treatnent of partnership itens on the
partnership return, as adjusted by the final partnership
adm ni strative adjustnent.” (enphasis added)); id. 8 6226(f) (“A
court with which a petitionis filed in accordance wth this
section shall have jurisdiction to determne all partnership
itens of the partnership . . . to which the notice of fina
partnership admnistrative adjustnent relates[.]” (enphasis
added); see also, e.q., id. 8 6223(a)(2) (requiring notice of
“the final partnership admnistrative adjustnent resulting from
[the adm nistrative] proceeding” (enphasis added)). Accordingly,
we believe that it may be better to read the phrase “any final
partnership adm nistrative adjustnent” in 8 6226(b) to refer to
the single docunent that results fromthe admnistrative
proceedi ng contenplated in 8 6223 and § 6224 of the Code. |If
this is the proper reading of the section, then because the TM
filed a readjustnent petition that challenged certain partnership

12



2. Reason Two: The TEFRA's Purpose of a Unified Proceeding and
the Protection of the Partners’ Interests
Qur second reason for disagreeing wwth the interpretation

advanced by St. David' s is that such an interpretati on would
underm ne the purposes behind the TEFRA. As discussed supra in
the text, the TEFRA was enacted to provide for a unified
proceeding to handle the tax matters of the individual partners
of a partnership, rather than allow ng for several separate
proceedings with the partners. See H R Coww. Rep. No. 97-760, at

600 (1982), reprinted in 1982 U S.C C. A N 1190, 1372. To permt

St. David's to file a separate petition (thus generating a
separate proceeding) while the TMP s petition is al ready pending
in front of the Tax Court is at odds with this stated purpose.

| nstead, contrary to the argunent by St. David's that it will be
W t hout an adequate renedy, St. David' s, as a notice partner in
the Partnership, wll be able to participate in the single
proceedi ng that is already pending before the Tax Court, as

contenpl ated by the TEFRA. See Chinblo, 177 F. 3d at 121 (“Any

partner with an interest in the outcone of the proceeding [iS]

item adj ustnments contained in the FPAA for the Partnership’s 1996
taxable year, it filed as to “any” FPAA

Al t hough we do not speak to which interpretation is correct,
we make this point only to show that the parties’ focus on the
word “any” may be m splaced. But regardless of how the statute
is read, the rule stated in the text above is not altered, and
the result is the sane no nmatter which interpretation is
enpl oyed.
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entitled to participate in an action brought by the tax matters

partner or a notice partner, thereby neeting TEFRA s objective of
ensuring that all partners may . . . litigate a dispute with the
IRS in a single proceeding.” (alterations in original) (internal

quotations and citations omtted)); see also Davenport Recycling

Assocs. v. Comm ssioner, 220 F.3d 1255, 1257 n.6 (11th Gr. 2000)
(sanme). Moreover, interested notice partners, like St. David s,
may file an anendnent to a TMP s petition to assert readjustnent
of partnership itens not covered by that petition. See Tax. CI.
R 245(b), (e). In fact, on July 20, 2000, St. David' s did just
that, making it a party to the pendi ng readjustnent action. By
electing to participate and anending the TMP s petition to
contest the bad-debt adjustnent, St. David' s has ensured that its
interests will be protected.”’

In sum it is undisputed that the TMP filed a readj ustnent

petition challenging the FPAA issued with respect to the

" The assertion by St. David's that it does not know
“where [it will] be left” after the TMP settles and “folds its
tent and slips away” is without nerit. Once a partnership action
has been filed with the Tax Court and after St. David' s has
el ected to participate in the proceeding, St. David s becones a
party to the action and nust agree to any subsequent settl enment
agreenent. See |.R C. 8 6226(c)(1) (“[E]ach person who was a
partner in such partnership at any tine during [the partnership
taxabl e year] shall be treated as a party to such action[.]”
(emphasi s added)); see also Tax Cr. R 248(b), (c) (entitled
“Settl enent agreenents” and providing that the partners
participating in the action nust enter into the agreenment or nust
not object to Conm ssioner’s notion for entry of decision by the
court). Moreover, St. David' s has the right to seek judicial
review of the Tax Court’s decision. See |.R C 8§ 6226(Q).
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Partnership’s 1996 taxable year, and the separate petition filed
by St. David's related to the sanme FPAA. Accordingly, the Tax
Court correctly dism ssed the petition filed by St. David's
because it |lacked jurisdiction to hear the case.
| V. CONCLUSI ON
For the foregoing reasons, the Tax Court’s judgnent granting
t he Respondent - Appellee’s notion to dismss for |ack of

jurisdiction is AFFI RVED.
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