Before the

Administrative Hearing Commission

State of Missouri

CORNELL J. ALLMON,
)



)



Petitioner,
)




)


vs.

)

No. 07-0277 RI



)

DIRECTOR OF REVENUE,
)




)



Respondent.
)

DECISION 


Cornell J. Allmon is liable for $94 in 2001 Missouri income tax and $23.50 in additions, plus interest.  Allmon failed to show that he was entitled to claim gambling losses.  
Procedure


On February 22, 2007, Allmon filed a complaint challenging the Director’s final decision assessing him 2001 Missouri income tax, additions and interest.  

This Commission convened a hearing on the complaint on July 12, 2007.
  Allmon represented himself.  Senior Counsel Joyce Hainen represented the Director.


We left the record open for 30 days after the hearing for Allmon to submit additional documentation.  Allmon submitted no additional information.  

We allowed Allmon until October 15, 2007, to file a written argument, but he did not file one.  
Findings of Fact

1. Allmon lived in Missouri in 2001.  
2. Allmon earned $32,521 in wages in 2001.
3. Allmon had $244 in interest income in 2001.  
4. Allmon had gambling winnings of $851, $1,343, and $3,543 in Illinois in 2001.  
5. Allmon had Social Security income of $866 in 2001.    
6. Allmon had a retirement distribution of $2,309 in 2001.  
7. The Director received information from the IRS indicating that Allmon’s 2001 federal adjusted gross income (“FAGI”) was $41,548 and his 2001 federal income tax was $4,361.  Allmon’s filing status was head of household.  Allmon had not filed a 2001 Missouri income tax return because he did not believe that he had any liability.  
8. On September 20, 2006, based on the information from the IRS, the Director issued a notice of adjustment to Allmon for 2001 as follows:  


Federal adjusted gross income
$41,548

Missouri standard deduction 
$6,650

Federal income tax deduction 
$4,361

Personal exemption 
$3,500


Dependent deduction 
$1,200

Missouri taxable income 
$25,837

Missouri income tax 
$1,325

Withholdings 
$0

Tax liability 
$1,325

Additions to tax 
$331.25
9. On November 8, 2006, the Director issued a notice of deficiency assessing Allmon $1,325 in Missouri income tax and $331.25 in additions for 2001, plus interest.  
10. Allmon protested the notice of deficiency.  On January 23, 2007, the Director issued a final decision denying the protest.  
11. Allmon filed a 2001 Missouri income tax return with the Director, dated February 10, 2007, reporting:


Federal adjusted gross income
$35,810

Missouri income tax 
$981

Withholdings 
$1,231 


Refund due 
$250

12.
On March 14, 2007, the Director issued a revised notice of adjustment, allowing Allmon credit for $1,231 in withholdings, resulting in $94 in tax due and $23.50 in additions, plus interest.  

13.
Allmon did not file a 2001 Illinois income tax return or pay 2001 Illinois income tax.  

Conclusions of Law


This Commission has jurisdiction over appeals from the Director’s final decisions.
  Allmon has the burden of proof.
  Our duty in a tax case is not merely to review the Director’s decision, but to find the facts and to determine, by the application of existing law to those facts, the taxpayer’s lawful tax liability for the period or transaction at issue.
  
Tax

Section 143.011 imposes a tax on the Missouri taxable income of every resident.  Missouri taxable income is based on Missouri adjusted gross income,
 which is in turn based on FAGI.


In an attachment to the complaint, also introduced into evidence as Exhibit 2, Allmon agrees with the Director’s figure of $41,548 for FAGI, but states that he should have a subtraction of $5,738 for gambling losses.  This would reduce his Missouri adjusted gross income to $35,810, as reported on his return.  Allmon argues that gambling winnings should have been offset by gambling losses.  

The evidence showed gambling winnings in 2001, but Allmon has failed to present evidence as to the amount of any gambling losses for 2001.  He testified that his gambling losses were “almost equal to” his winnings.
  Gambling winnings may be included in gross income,
 and gambling losses may be deducted as itemized deductions, only to the extent of gains from such transactions.
  Allmon had standard deductions rather than itemized deductions, so no deduction for the losses would be allowed even if we had an exact figure as to the amount.


Allmon also argues that his gambling winnings were earned in Illinois and would be taxable there.  However, he concedes that he has not paid tax in Illinois.  Because the Missouri income tax is based on FAGI, Missouri may tax the income of a resident regardless of the source from which the income is earned.
  Allmon has failed to meet his burden to prove that his 2001 FAGI and Missouri adjusted gross income are anything other than $41,548, as the Director determined.  The Director properly allowed Allmon the Missouri standard deduction,
 a deduction for federal income tax paid,
 a dependent deduction,
 and the deduction for personal exemptions.
  Allmon’s Missouri taxable income is his Missouri adjusted gross income minus 
these deductions.
  For 2001, his Missouri taxable income is $41,548 - $6,650 - $3,500 - $1,200 - $4,361 = $25,837.  The Missouri income tax on $25,837 for a Missouri resident is $1,325.
  Allmon had Missouri withholdings of $1,231.  Therefore, his remaining tax liability is $94.  
Additions and Interest

The Director assessed a 25-percent addition to tax.  Section 143.741 imposes an addition to tax of five percent per month (up to a maximum of 25 percent) when a return is not filed on the prescribed date, “unless it is shown that such failure is not due to willful neglect.”
  Good faith suffices to show the absence of willful neglect.
  Allmon’s 2001 return was due on April 15, 2002.
  Allmon asserts that he did not timely file a return because he believed that he had no liability.  Every resident individual who has Missouri adjusted gross income of $1,200 or more, and who is required to file a federal income tax return, must file a Missouri income tax return.
  Allmon was required to file a federal return.
  Allmon was required to file a Missouri return regardless of whether he had any liability.  If the return shows an overpayment, the taxpayer receives a refund or a credit.
  Because Allmon has failed to offer any good faith explanation for his failure to timely file his 2001 Missouri income tax return, he is liable for the addition to tax. Twenty-five percent of $94 is $23.50.

Interest applies to the unpaid liability as a matter of law.  Section 143.731.1.  
Summary


Allmon is liable for $94 in 2001 Missouri income tax and $23.50 in additions, plus interest.  

SO ORDERED on January 11, 2008.



________________________________



JUNE STRIEGEL DOUGHTY 



Commissioner

	�We consolidated this case with Case No. 07-0273 RI, involving Allmon’s 1996 tax year, and Case No. 07-0274 RI, involving Allmon’s 1997 tax year, for purposes of the hearing.  We issue a separate decision for each tax year.  


	�Section 621.050.1.  Statutory references are to the 2000 Revised Statutes of Missouri, unless otherwise noted.  


	�Sections 136.300.1 and 621.050.2.


	�J.C. Nichols Co. v. Director of Revenue, 796 S.W.2d 16, 20-21 (Mo. banc 1990).  


	�Section 143.111.  


	�Section 143.121.  


	�Tr. at 94.  


	�26 U.S.C. § 61.


	�26 U.S.C. § 165(d).  


	�Oklahoma Tax Comm’n v. Chickasaw Nation, 515 U.S. 450, 462-63, 115 S.Ct. 2214, 2222 (1995); Lloyd v. Director of Revenue, 851 S.W.2d 519, 522 (Mo. banc 1993).  Missouri also allows Missouri residents a credit for income taxes paid to another state.  Section 143.081.  


	�Section 143.131. 


	�Section 143.171.2.  


	�Section 143.161.1. 


	�Sections 143.111(2) and 143.151.   


	�Section 143.111.  


	�Section 143.011.  


	�Hewitt Well Drilling & Pump Serv. v. Director of Revenue, 847 S.W.2d 795, 799 (Mo. banc 1993).  


	�Id.


	�Section 143.511.  


	�Section 143.481.  


	�26 U.S.C. § 6012.  


	�Section 143.781.1.  
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