Before the

Administrative Hearing Commission
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)
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)




)
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)

DECISION


James Coolman is liable for income tax of $260 for tax year 2004, additions of $65, and accrued interest; income tax of $388 for 2005, additions of $97, and accrued interest; and income tax of $253 for 2006, additions of $63.25, and accrued interest. 

Procedure

On May 11, 2011, Coolman filed a petition challenging the Director of Revenue’s (“the Director”) final decision assessing him Missouri income tax, interest, and additions to tax for the 2004-06 tax years.  Coolman argues that the law does not require him to file a Missouri income tax return or to pay any tax.  


This Commission convened a hearing on October 20, 2011.  Coolman presented his case.  Maria Sanders represented the Director.  The matter became ready for our decision on 

February 23, 2012, when the transcript was filed.

Findings of Fact

1. Coolman resided in Cameron, Missouri, in 2004, 2005, and 2006.  He was employed by the Cameron School District during those years.  

2. Coolman did not file Missouri income tax returns for 2004, 2005, or 2006.

3. The Internal Revenue Service (“IRS”) reported to the Missouri Department of Revenue (“the Department”) that although Coolman had not filed a federal income tax return for 2004-06, Coolman’s federal adjusted gross income was $40,641 for 2004, $43,251 for 2005, and $46,103 for 2006.  

4. On September 17, 2009, the Department sent correspondence to Coolman stating that it had received information from the IRS indicating that he was the recipient of Form 1099 and/or Form W-2 income for tax years 2004, 2005, and 2006, and that its records showed that he had not filed tax returns for those years.  Coolman did not respond.

5. On June 23, 2010, the Department again requested that Coolman file returns for those years.

6. Coolman responded to the Department on July 19, 2010, stating that he had filed a criminal complaint with the Treasury Inspector General charging the IRS Commissioner and others with numerous violations of the law.  He stated that he was not required to file a federal income tax return, but understood the need for Missouri to collect income tax to pay the State’s bills.  He offered a compromise payment of actual tax due with no interest or additions.

7. The Department responded to Coolman on August 6, 2010, stating that it does not accept any offer to compromise until income tax returns are filed and properly signed.

8. The Director issued notices of deficiency to Coolman for tax years 2004-06 as follows:

	Tax Year
	Date of Notice
	Tax
	Interest to Date
	Additions
	Total

	2004
	9/15/10
	$1,796.00
	$607.00
	$449.00
	$2,852.00

	2005
	9/15/10
	$1,944.00
	$547.89
	$486.00
	$2,977.89

	2006
	9/15/10
	$2,106.00
	$439.95
	$526.50
	$3,072.45


9. Coolman filed timely protests of the notices of deficiency for 2004, 2005, and 2006 on December 28, 2010.

10. Coolman and the Director had a telephone hearing on February 4, 2011.  In response, on February 12, 2011, Coolman sent “sanitized” copies of his W-2s for 2004, 2005, and 2006 that show amounts withheld, but redact the amount of wages received.  He asked for a refund of all amounts shown as withheld for state income tax.

11. The Director sent Coolman Notices of Proposed Changes (form 4945) dated February 23, 2011.  The changes accounted for amounts withheld from Coolman’s wages and adjusted the amounts due to $602.05 for 2004; $809.62 for 2005; and $602.10 for 2006.

12. On April 14, 2011, the Director issued final decisions assessing Coolman for tax years 2004-06 as follows:
	Tax Year
	Date of Decision
	Tax
	Interest to Date
	Additions
	Total

	2004
	4/14/11
	$376.00
	$133.66
	$94.00
	$603.66

	2005
	4/14/11
	$524.00
	$156.86
	$131.00
	$811.86

	2006


	4/14/11


	$409.00
	$92.60


	$102.25


	$603.85




13. Coolman filed this appeal on May 11, 2011.

Conclusions of Law


We have jurisdiction to hear Coolman’s petition.
  Coolman has the burden to prove that he is not liable for the amounts assessed.
  We do not merely review the Director’s decision, but we find the facts and make an independent decision by applying existing law to the facts.
  We must do what the law requires the Director to do. 
  Neither the Director nor this Commission has any power to change the law.
  

I.  Liability for Tax


Coolman raises numerous familiar arguments protesting the tax laws of Missouri and of the United States.  Citing Flora v. U.S.
 and 26 CFR § 601.602(a), he argues that the filing of a federal income tax return is voluntary, that he is not required to file a return, that he has no federal adjusted gross income from which his Missouri adjusted gross income may be calculated, and that the Director’s attempt to collect tax is an act of fraud.  He argues that requiring him to file a federal return would violate the fourth amendment’s guarantee that he is to be “secure in my papers,” and that the fifth amendment protects him from being compelled to sign a return because he cannot be compelled to be a witness against himself.  He also cites the due process clause, the seventh amendment, and the tenth amendment.  He states he has repeatedly asked state and federal tax authorities to cite the law that requires him to file a federal tax return, but that they cannot.  When he received no answer:

[I]t troubled me so much so long that I went to the only one that could answer it.  I went to the Creator, the Originator of our constitution.  So I went in prayer to the Supreme Power.  And I 

asked him for – how do I find this law when I cannot get an answer from anybody?  The answer that came back to me was real simple.  You can’t find a law that does not exist.  It simply doesn’t exist.[
] 

Later, Coolman testified:

So like I said, I went to my Heavenly Father and I asked him, I said, “How are they doing it?”  My answer was real simple.  He says, “You’re looking in the wrong place.”  I’ve been doing all my study in Title 26.  It’s not in 26.  It’s in Title 31.  31 has to do with the Treasury Department.

On page 59, this is from Title 31, Section 321.  On Section  (d)(2), “For purposes of the Federal income, estate, and gift taxes, property accepted under paragraph (1) shall be considered as a gift.  Now that’s how they’re doing it.  They’re receiving money, property from me as a gift.  There is no law that makes anybody liable for the tax.[
]

These are familiar arguments – so familiar, in fact, that the IRS has a Web site that addresses them: 

Some taxpayers assert that they are not required to file federal tax returns because the filing of a tax return is voluntary.  Proponents of this contention point to the fact that the IRS itself tells taxpayers in the Form 1040 instruction book that the tax system is voluntary.  Additionally, these taxpayers frequently quote Flora v. United States, 362 U.S. 145, 176 (1960), for the proposition that "[o]ur system of taxation is based upon voluntary assessment and payment, not upon distraint."

The Law:  The word “voluntary,” as used in Flora and in IRS publications, refers to our system of allowing taxpayers initially to determine the correct amount of tax and complete the appropriate returns, rather than have the government determine tax for them from the outset.  The requirement to file an income tax return is not voluntary and is clearly set forth in sections 6011(a), 6012(a), et seq., and 6072(a) of the Internal Revenue Code.  See also Treas. Reg. § 1.6011-1(a).[
]


The United States Court of Appeals for the Eighth Circuit dealt with similar issues in May v. C.I.R.
  In that case, May’s petition to the U.S. Tax Court asserted, among other things, that the filing of a tax return is voluntary and he did not “volunteer to self-assess himself” for the years in question.  The Tax Court dismissed that petition because it was merely: 

comprised of various tax protestations which have been repeatedly and soundly rejected, [and] the petition was frivolous and had been instituted primarily to delay the payment of taxes.[
] 

The Court of Appeals affirmed the tax court’s dismissal, stating:

the complaint merely contains conclusory assertions attacking the constitutionality of the Internal Revenue Code and its applicability to the taxpayer.  Tax protest cases like this one raise no genuine controversy; the underlying legal issues have long been settled. See, e.g., Abrams, 82 T.C. at 406-07 (citing cases rejecting similar arguments).[
]

The court stated that such cases are:   

commenced without any legal justification but solely for the purpose of protesting the Federal tax laws.  This Court has before it a large number of cases which deserve careful consideration as speedily as possible, and cases of this sort needlessly disrupt our consideration of those genuine controversies.  Moreover, by filing cases of this type, the protestors add to the caseload of the Court, which has reached a record size, and such cases increase the expenses of conducting this Court and the operations of the IRS, which expenses must eventually be borne by all of us.  Many citizens may dislike paying their fair share of taxes; everyone feels that he or she needs the money more than the Government.  On the other hand, as Justice Oliver Wendell Holmes so eloquently stated: “Taxes are what we pay for civilized society.”  Compania de 

Tabacos [sic] v. Collector, 275 U.S. 87, 100 [48 S.Ct. 100, 105, 72 L.Ed. 177] (1927).[
] 

The Court of Appeals also affirmed the Tax Court’s award of monetary sanctions against May for filing a frivolous appeal solely to delay the payment of tax.  


Coolman’s arguments are baseless.  26 U.S.C. § 1 imposes a federal income tax on individuals.  26 U.S.C. § 6012 requires “every individual having for the taxable year gross income which equals or exceeds the exemption amount” to make returns of income.  Individuals owe Missouri income tax, based on their federal adjusted gross income, pursuant to §§ 143.011, 143.121, and 143.481.
  Section 143.011 provides in part:  “A tax is hereby imposed for every taxable year on the Missouri taxable income of every resident.”  Under § 143.121, the Missouri adjusted gross income of an individual is that individual’s federal adjusted gross income, subject to certain modifications.  Section 143.481 requires resident individuals with Missouri adjusted gross income greater than 1,200 dollars to file returns with the State of Missouri. 


Coolman was a resident of Missouri from 2004 through 2006.  He is subject to Missouri income tax, and is required to file Missouri tax returns, pursuant to §§ 143.011 and 143.481.  

II.  Amount of Missouri Income Tax Due

A.  Adjusted Gross Income


Coolman’s Missouri adjusted gross income is his federal adjusted gross income, subject to the modifications in § 143.121.
  Section143.121.1 provides:

The Missouri adjusted gross income of a resident individual shall be his federal adjusted gross income subject to the modifications in this section.

Coolman’s federal adjusted gross income is $40,641 for 2004; $43,251 for 2005; and $46,103 for 2006.  He is not entitled to any modifications on that amount under § 143.121.  

B.  Missouri Taxable Income


Under § 143.111, Coolman’s Missouri taxable income is his Missouri adjusted gross income with the following deductions.  Section 143.111 deducts:  “(1) either:  the Missouri standard deduction or the Missouri itemized deduction[.]” (emphasis added).  Section 143.131 provides:  


1.  The Missouri standard deduction may be deducted in determining Missouri taxable income of a resident individual unless the taxpayer or his spouse has elected to itemize his deduction as provided in § 143.141. 


2.  The Missouri standard deduction shall be the allowable federal standard deduction.
(Emphasis added.)


Pursuant to 26 U.S.C. § 63(c), Coolman is allowed federal standard deductions of $4,850 for 2004, $5,000 for 2005, and $5,150 for 2006.
  Under § 143.131, Coolman’s Missouri standard deductions for those years are equal to the allowable federal standard deductions. 


In order to compute Missouri taxable income, § 143.111 also provides for a reduction by:  “(2) the Missouri deduction for personal exemptions[.]” (emphasis added).  Section 143.151 provides in part:
For all taxable years beginning on or after January 1, 1999, a resident shall be allowed a deduction of two thousand one hundred dollars for himself . . . if he . . . is entitled to a deduction for such personal exemptions for federal income tax purposes.

Under that provision, Coolman is entitled to a personal exemption of $2,100 for each year at issue.  


Finally, § 143.111(4) allows a deduction for federal income taxes as provided in § 143.171.  This statute allows individual taxpayers to deduct their “federal income tax liability for the same 

taxable year” after reduction for certain credits.  The evidence in the record is insufficient to establish Coolman’s federal income tax liability for 2004, 2005, and 2006, because he did not file a federal return.  However, he paid some federal income tax through withholding.  We approximate Coolman’s federal income tax liability as the amount withheld from his wages by the Cameron school district.


Coolman’s Missouri taxable income is computed as follows: 


2004
2005
2006



Adjusted gross income
$
40,641
$
43,251
$
46,103


(subtract) standard deduction
$
4,850
$
5,000
$
5,150


(subtract) personal exemption
$
2,100
$
2,100
$
2,100



(subtract) fed. tax withholding
$   1,936
$   2,260
$   2,611


Missouri taxable income
$
31,755
$
33,891
$
36,242


C.  Amounts Due on Missouri Taxable Income


Sections 143.011 and 143.021 provide that the tax on Coolman’s Missouri taxable income is $1,680 for 2004, $1,808 for 2005, and $1,950 for 2006.  The Cameron school district withheld $1,420.00 from Coolman’s wages in 2004, $1,420.00 in 2005, and $1,697.00 in 2006.  We subtract those amounts from Coolman’s tax liability, and conclude that he owes $260 in Missouri income tax for 2004; $388 for 2005; and $253 for 2006.

III.  Additions


Section 143.741.1 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.”  A reasonable theory suffices to show the absence of willful neglect.
  A taxpayer is required to file an income tax return and pay any tax due “on or before the fifteenth day of the fourth month following the close” of the tax year.
  Coolman 

did not file his returns on the prescribed dates, and he did not provide a reasonable explanation for failing to do so.  Coolman has not shown that his failure to file was not due to willful neglect; indeed, Coolman’s actions demonstrate his deliberate disregard of a known legal obligation.  Coolman and his wife have made similar meritless arguments before this tribunal in the past, and similar decisions have been issued.
  Coolman’s failure to file is clearly the result of willful neglect.  Therefore, the 25 percent addition to tax should be imposed.  We conclude that Coolman owes additions to tax in the amounts of $65.00 for 2004; $97.00 for 2005; and $63.25 for 2006.

IV.  Interest


Section 143.731 imposes interest on an underpayment from the date the payment was due until it is paid.  Therefore, we conclude that Coolman owes interest as assessed, plus additional accrued interest.  

Summary


For 2004, Coolman owes tax of $260, additions of $65, and accrued interest.  For 2005, Coolman owes tax of $388, additions of $97, and accrued interest.  For 2006, Coolman owes tax of $253, additions of $63.25, and accrued interest.  


SO ORDERED on March 20, 2012.



________________________________



KAREN A. WINN



Commissioner
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