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No. 07-1963 RI 




)
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)




)
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)

DECISION 


Glenda Davis is liable for Missouri income tax and additions as follows, plus interest:  


Tax period
Tax
Additions

2003
$150

$37.50

2004
$146

$36.50

2005
$140

$35.00

Procedure 


Davis filed a complaint on December 6, 2007, challenging the Director of Revenue’s (“the Director”) notices of deficiency assessing Missouri income tax, interest, and additions for 2003, 2004 and 2005.    


We convened a hearing on the complaint on July 17, 2007.  Davis represented herself.  Legal Counsel Maria A. Sanders represented the Director.  The reporter filed the transcript on July 18, 2008.  
Findings of Fact

1.  Davis was a resident of Springfield, Missouri in 2003, 2004 and 2005.  


2.  Davis is currently licensed in Missouri as a pharmacy technician, but was not employed as a pharmacy technician in 2003, 2004 and 2005.  
3.  During 2003 through 2005, Davis was employed by a company named Innovative Industries and was paid $6 per hour.     

4.  Davis did not file Missouri income tax returns for 2003, 2004 and 2005.  


5.  Two years ago, Davis read a book that was written by Irwin Schiff and is titled The Federal Mafia.  The book stated that paying taxes was strictly voluntary and that individuals had no duty to pay income taxes.  


6. On November 21, 2007, the Director issued notices of deficiency assessing the following against Davis:  

2003           2004              2005

Tax
$666.00
$660.00
$651.00

Additions
$166.50
$165.00
$162.75

Interest
$148.33
$118.74
$  80.58

Total
$980.83
$943.74
$894.33

The notices of deficiency were estimated on the basis of the average income of a pharmacy technician.  

Conclusions of Law


This Commission has jurisdiction.
  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.
  

I.  Tax


Davis’ complaint refers to Schiff’s book and requests that we respond with “a valid and legal argument.”  Section 143.011 provides in part:  “A tax is hereby imposed for every taxable year on the Missouri taxable income of every resident.”  Because Davis was a resident of Missouri in 2003, 2004 and 2005, she is subject to Missouri income tax pursuant to §§ 143.011 and 143.121.  Section 143.481(1) requires her to file returns.  Various arguments protesting the income tax have been rejected by the federal courts
 and this Commission.
  Such arguments burden the tax dispute resolution system.
  

 The Missouri income tax is based on federal adjusted gross income.
  26 U.S.C. § 61 provides:  

(a) General definition.--Except as otherwise provided in this subtitle, gross income means all income from whatever source derived, including (but not limited to) the following items:

(1) Compensation for services, including fees, commissions, fringe benefits, and similar items[.]  
Federal adjusted gross income is based on gross income.
  Davis established that she earned wages.  There is no evidence of any other income.  

Davis has the burden of proof in this proceeding.
  Under Dick Proctor Imports v. Director of Revenue, 
  where evidence is not sufficient to allow for a precise calculation of the amount of tax, then “the Commission shall make as close an approximation as it can.  Doubt may be resolved against [the taxpayer] at whose door the uncertainty can be laid.”
  The Director based the estimated assessments on the average income of a pharmacy technician.  Davis 
testified that she was not working as a pharmacy technician during the periods at issue.  We found her testimony credible and have made findings of fact accordingly.  Davis testified that she made $6 per hour during the periods in question, but she did not know how much she made per year.  She did not testify as to how many hours she worked.  We estimate that she worked 40 hours per week, resulting in an income of $240 per week.  Without further evidence, we estimate that she worked 52 weeks per year, resulting in an annual income of $12,480.  This is her Missouri adjusted gross income (“MoAGI”),
 as there is no evidence to support any adjustments to the income.  

Because Davis presented no evidence that she is married, we consider her filing status as single.  Likewise, she presented no evidence that she has any dependents.  Davis did not file federal income tax returns for the periods at issue.  There is no evidence that she paid federal income tax and is entitled to a Missouri deduction for federal income tax paid.
  Davis is entitled to the Missouri standard deduction,
 which was $4,750 for 2003, $4,850 for 2004, and $5,000 for 2005.
  Davis is also entitled to the deduction for personal exemptions.

Davis’ Missouri taxable income
 and Missouri income tax
 are computed as follows for the tax years at issue:  


2003
2004
2005


MoAGI
$12,480
$12,480
$12,480

- Standard deduction
$4,750
$4,850
$5,000

- Personal exemptions 
$2,100
$2,100
$2,100

Missouri taxable income
$5,630
$5,530
$5,380

Missouri income tax
$150
$146
$140


Davis did not file Missouri income tax returns, and she presented no evidence that she has made any payment of tax through withholdings or otherwise.  Therefore, she is liable for the full amounts of income tax as set forth above.  Interest applies to tax underpayments as a matter of law.
  
II.  Additions to Tax

Section 143.741.1 provides that when a return is not filed on the prescribed date, there shall be added to the amount required to be shown as tax on the return an addition to tax of five percent per month (up to a maximum of 25 percent), “unless it is shown that such failure is not due to willful neglect.”  There is willful neglect when taxpayers “could not have had a good faith belief that they were not subject to tax.”
  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.
  


We conclude that Davis did not have a good faith belief that income tax is voluntary and that no tax was due.  During the hearing, Davis stated:  

It was stupid of me to believe him!  I’m sorry.  He convinced me that it was okay, and so that’s what I did.[
]

Reading The Federal Mafia would not establish a good faith belief that tax is not owed.  Furthermore, Davis read the book only two years ago, during 2006.  Since Davis did not file for the years 2003, 2004 and 2005, reading the book in 2006 had no effect on her failure to timely file tax returns during previous years.  Davis is liable for an addition to tax in the amount of 25 percent of the underpayment for each year at issue, as follows:  


Tax period
Additions

2003
$37.50

2004
$36.50

2005
$35.00
Summary

Davis is liable for Missouri income tax and additions as follows, plus interest:  


Tax period
Tax
Additions

2003
$150

$37.50


2004
$146

$36.50


2005
$140

$35.00


SO ORDERED on September 18, 2008.



________________________________



DOUGLAS M. OMMEN  


Commissioner
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