Before the

Administrative Hearing Commission

State of Missouri

TINH and NHUNG TRAN,
)



)



Petitioners,
)




)


vs.

)

No. 01-2011 RI




)

DIRECTOR OF REVENUE,
)




)



Respondent.
)

DECISION 


Tinh and Nhung Tran are liable for a deficiency of $577 in Missouri income tax and $29 in additions for 2000, plus interest.  

Procedure


The Trans filed a complaint on December 26, 2001, challenging the Director of Revenue’s final decision assessing them Missouri income tax, interest, and additions for 2000.   


This Commission convened a hearing on the complaint on August 15, 2002.  Tinh Tran  appeared on behalf of the Trans.  Associate Counsel Joyce Hainen represented the Director.


The matter became ready for our decision on November 29, 2002, the last date for filing a written argument.


Commissioner Christopher Graham, having the read the full record including all the evidence, renders the decision.  Section 536.080.

Findings of Fact

1. The Trans were residents of Kansas during 2000.  

2. Tinh’s W-2 forms for 2000 show $51,703.73 and $2,782.02 in wages,
 both from Ford Motor Company.  

3. Nhung’s W-2 forms for 2000 show $30,173.04 in wages from Sika Corporation. 

4. The Trans earned their income, as reported on the W-2s, in Missouri.   

5. The Trans reported $0 income and $0 tax on their 2000 federal income tax return.  

6. The Trans filed a 2000 Missouri individual income tax return, Form MO-1040, showing $0 federal adjusted gross income, $0 Missouri tax, and withholding of $3,359, thus requesting a refund of $3,359.  The Trans did not compute a Missouri income percentage on line 27 of the return, nor did they include a non-resident form with the return.  
7. On May 30, 2001, the Director issued a notice of adjustment showing the following computation of Missouri income tax for the Trans: 

Federal adjusted gross income
$84,659


Exemption
 – $4,200


Standard deduction
– $7,350


Taxable income
$73,109


Tax
$4,162


Withholdings
–$3,359


Tax due
$803

The Director’s calculation was based on her attribution of the entire $84,659 in federal adjusted gross income to Tinh. 
8. On July 11, 2001, the Director issued a notice of deficiency, assessing the Trans $803 in Missouri income tax for 2000 and $40.15 in additions, plus interest.  The Trans protested the notice of deficiency.  

9. On December 4, 2001, the Director issued a final decision upholding the notice of deficiency.  The Director assessed the Trans as Missouri residents.  

Conclusions of Law


This Commission has jurisdiction over appeals from the Director’s final decisions.  Section 621.050.1.  The Trans 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).

I.  Tax and Interest


The Trans cite and misconstrue federal law.   For example, they argue that the tax system is a system of self-assessment, 26 CFR 601.103, that they have not self-assessed any tax, and that the Director has no authority to assess any amount other than what is shown on the return.  None of these authorities apply to the Missouri income tax, which is imposed under statutes passed by the Missouri General Assembly.  Chapter 143, RSMo.  Sections 143.611, 143.621, and 143.631 plainly authorize the Director to assess a tax deficiency.  


Although the Trans were residents of Kansas, they worked and earned income in Missouri.  Section 143.041 provides:  

A tax is hereby imposed for every taxable year on the income of every nonresident individual which is derived from sources within this state.  The tax shall be that amount which bears the same ratio to the tax applicable to the individual if he would have been a resident as (A) his Missouri nonresident adjusted gross income as determined under section 143.181 (Missouri adjusted gross income 

derived from sources within this state) bears to (B) his Missouri adjusted gross income derived from all sources.  

Under section 143.041, their tax as nonresidents is thus equal to:  

Tax as if a Missouri resident  x  (Missouri adjusted gross income from Missouri sources/ Missouri adjusted gross income from all sources)


Although the Director erroneously determined that the Trans were Missouri residents, this makes no difference, as the Trans have not shown that they had income from any other source besides Missouri.  Therefore, under section 143.041, their tax is the same as if they had been Missouri residents.  


In Missouri, the tax of each spouse is computed separately.  Sections 143.031 and 143.491.1.  The Missouri adjusted gross income is based on federal adjusted gross income.  Section 143.121.1.  The Director properly allowed the Missouri standard deduction, section 143.131, and the deduction for personal exemptions.  Sections 143.111(2); 143.151.  The Trans have not borne their burden to establish their entitlement to any other deductions.  Section 621.050.2.  The Trans thus had $11,550 in deductions ($7,350 + $4,200), and their combined taxable income was $73,109 ($84,659 - $11,550).  Section 143.111.  


Sixty-four percent of the Missouri adjusted gross income was Tinh’s ($54,486/$84,659) and 36 percent was Nhung’s.   Therefore, $46,790 of the Missouri taxable income ($73,109 x .64) is Tinh’s.  The Missouri income tax on $46,790 for a Missouri resident is $2,582.  Section 143.011.  Nhung’s portion of the Missouri taxable income is $26,319 ($73,109 x .36).  The Missouri income tax on $26,319 for a Missouri resident is $1,354.  Section 143.011.  The Trans’ total 2000 Missouri income tax is $3,936.
  Allowing credit of $3,359 in withholdings, their 2000 Missouri income tax deficiency was $577.  Interest applies as a matter of law.  Section 143.731.1.  

II.  Additions to Tax


Section 143.751 imposes a 5 percent addition to tax if any part of a deficiency is due to negligence or intentional disregard of rules and regulations.  Negligence is “the failure to make a reasonable attempt to comply with state tax laws.”  Hiett v. Director of Revenue, 899 S.W.2d 870, 872 (Mo. banc 1995).  By reporting zero income on their 2000 Missouri income tax return, the Trans completely failed to make any reasonable attempt to comply with the state tax laws.  Five percent of $577 is $29 (rounded).  

Summary


The Trans are liable for $577 in 2000 Missouri income tax and $29 in additions, plus accrued interest.  


SO ORDERED on December 23, 2002.



________________________________



CHRISTOPHER GRAHAM 



Commissioner

	�Statutory references are to the 2000 Revised Statutes of Missouri.  


	�A total of $54,486, rounded.  


	�The Director’s calculation of $4,162 was based on her attribution of the entire amount of taxable income to Tinh.  
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