Before the

Administrative Hearing Commission

State of Missouri

GEORGE N. and BRYNA SPECTOR,
)



)



Petitioners,
)




)


vs.

)

No. 02-0073 RI




)

DIRECTOR OF REVENUE,
)




)



Respondent.
)

FINDINGS OF FACT AND CONCLUSIONS OF LAW


George N. and Bryna Spector filed a complaint on January 15, 2002, challenging the Director of Revenue’s January 8, 2002, final decision assessing them Missouri income tax, additions, and interest for 1996.  George Spector (Spector) asserts that adjustments to his deductions and S corporation income were incorrect.  


This Commission convened a hearing on the complaint on May 3, May 9, and May 30, 2002.
  Spector represented himself.  Legal counsel Joyce Hainen represented the Director.


The matter became ready for our decision on May 31, 2002, when the court reporter filed the transcript.

Findings of Fact

1. During 1996, Spector ran a business, A Touch of Gold Plating, Inc.  Touch of Gold was incorporated as a subchapter S corporation.   

2. The IRS audited the Spectors’ 1996 federal income tax return and increased Spectors’ S corporation income by $19,316.  The IRS also disallowed the Spectors’ itemized deductions of $7,321, and instead allowed a standard deduction of $6,700.  

3. On their 1996 Missouri income tax return, the Spectors reported that Spectors’ federal adjusted gross income (FAGI) was $49,054 and Bryna’s was $0, resulting in $1,775 in Missouri income tax.  The Spectors reported withholdings of $604, resulting in a tax balance of $1,171.  The Spectors also reported a penalty of $49 for underpayment of estimated tax, and paid $1,220 ($1,171 + $49) with their return.  

4. Based on the federal audit, the Director concluded that Spectors’ 1996 FAGI was $68,370, and Missouri taxable income was $49,249, resulting in Missouri income tax of $2,730.  The Director allowed credit for $604 in withholdings and the previous payment of $1,220, resulting in a balance of $906. 

5. On February 9, 1999, the Director issued a notice of deficiency assessing the Spectors $955 in Missouri income tax ($906 + $49) and $47.75 in additions, plus interest.  

6. On January 8, 2002, the Director issued a final decision assessing the Spectors 1996 Missouri income tax and additions, plus accrued interest.  The Director intercepted a federal income tax refund of $1,238.89, resulting in a balance of $13.15 in tax, plus interest.   

Conclusions of Law


This Commission has jurisdiction over appeals from the Director’s final decisions.  Section 621.050.1.
  The Spectors have the burden to prove that they are not liable for the amounts that the Director assessed.  Sections 136.300.1 and 621.050.2. 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.  J.C. Nichols Co. v. Director of Revenue, 796 S.W.2d 16, 20-21 (Mo. banc 1990).  We may do whatever the law permits the Director to do.  State Bd. of Regis'n for the Healing Arts v. Finch, 514 S.W.2d 608, 614 (Mo. App., W.D. 1974


An individual’s FAGI is the starting point for computing the Missouri income tax liability.  Sections 143.111 and 143.121.  However, the State of Missouri is not bound by the IRS’s determination of FAGI.  Buder v. Director of Revenue, 869 S.W.2d 752, 754 (Mo. banc 1994).  


Spector asserts that he disagrees with the IRS’s, and thus the Director’s, disallowance of their itemized deductions, and the increase in S corporation income.  The taxpayer has the burden of proof, sections 136.300.1 and 621.050.2, and this Commission is obligated to make a decision and determine the tax.  To meet their burden, the taxpayers must do more than simply say that the IRS’s or the Director’s figures are wrong.  Although given the opportunity, Spector has not been able to present any explanation why the adjustments were incorrect.  


Because Spector failed to meet his burden of proof, we conclude that he is liable for 1996 Missouri income tax as the Director assessed.  Interest applies to the deficiency as a matter of law.  Section 143.731.1.   

Summary


Spector was liable for the $1,238.89 that the Director intercepted, and is liable for an additional $13.15 in 1996 Missouri income tax as the Director assessed, plus accrued interest on the $13.15.      


SO ORDERED on July 2, 2002.



________________________________



WILLARD C. REINE



Commissioner

� For purpose of hearing, we consolidated this case with Spector v. Director of Revenue, No. 01-0626 RI.  


� All statutory references are to the 2000 Revised Statutes of Missouri, unless otherwise noted.  
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