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MEMORANDUM FI NDI NGS OF FACT AND CPI NI ON

MARVEL, Judge: Respondent determ ned the foll ow ng
deficiencies and additions to tax with respect to petitioner’s

Federal inconme taxes:!?

Al section references are to the Internal Revenue Code in
effect for the years in issue, and all Rule references are to the
Tax Court Rules of Practice and Procedure. Monetary anmounts are
rounded to the nearest dollar.



Additions to tax?

Sec. Sec. Sec.
Year Defi ci ency 6651(a) (1) 6651(a) (2) 6654
1990 $3, 667 $917 $240
1991 14, 457 3,614 826
1992 11,122 2,781 485
1993 9, 639 2,410 404
1994 4, 237 1, 059 220
1995 16, 721 4,180 907
1996 6, 529 1, 469 $653 348
1997 22,273 5,011 891 1,192

1'n his answer, respondent conceded the additions to tax
under sec. 6651(a)(2) and clained increased additions to tax
under sec. 6651(a)(1) for 1996 and 1997 of $1,632 and $5, 568,
respectively.

After concessions,? the issues for decision are (1) whether
petitioner is liable for self-enploynent tax for each year at
i ssue except 1996; (2) whether petitioner is liable for additions
to tax for failure to file returns for each year at issue
pursuant to section 6651(a)(1l); and (3) whether petitioner is
liable for additions to tax for failure to nake estimated tax

paynments for each year at issue except 1994 and 1996 pursuant to

secti on 6654.

Prior to trial, petitioner and respondent entered into a
stipulation of settled issues, wherein petitioner conceded
deficiencies, without regard to sel f-enploynment tax, of $829 for
1990, 9$4,222 for 1991, $2,419 for 1992, $1,841 for 1993, $5, 204
for 1995, $13 for 1996, and $6,337 for 1997. The parties agree
there is no deficiency in incone tax due frompetitioner for
1994, without regard to self-enploynent tax, and that petitioner
is not liable for self-enploynent tax for 1996. At trial,
petitioner orally conceded that he received self-enpl oynent
income during the years at issue but asserted that he was not
liable for the self-enploynent tax on that incone. Petitioner
al so conceded all remaining matters in dispute, except for the
i ssues for decision in this opinion.
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FI NDI NGS OF FACT

Sone of the facts have been stipulated and are so found. W
i ncorporate the stipulation of facts by this reference.

Petitioner Robert Conrad Eanes Il resided in Henderson,
Nevada, at the tinme the petition was filed. During the years at
i ssue, petitioner was self-enployed and earned Schedule C, Profit
or Loss From Business, incone in anounts sufficient to require
the filing of a Federal incone tax return for each year at issue.
Petitioner, however, did not file a Federal incone tax return or
an application for extension of tine to file his Federal incone
tax returns for any of the years at issue.

Usi ng payor information returns (Fornms 1099), respondent
reconstructed petitioner’s self-enploynent inconme and determ ned
that petitioner is liable for self-enploynent taxes as foll ows:

Net earni ngs

Sch. C from Sel f - enpl oynent

Year i hcone sel f - enpl oynent t ax

1990 $15, 895 $14, 679 $2, 246
1991 46, 477 42,922 6, 567
1992 38,749 35, 785 5,475
1993 35, 394 32, 686 5,001
1994 18, 444 17,033 2,606
1995 53,671 49, 565 7,583
1996 26, 595 24, 560 3,758
1997 68, 000 62, 798 9, 608

Respondent issued a notice of deficiency for 1990 through 1993 on
March 19, 1999, and a notice of deficiency for 1994 through 1997

on March 24, 1999.
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Prior to trial, respondent prepared and stipul ated the
foll ow ng revised conputations of petitioner’s net earnings from
sel f-enploynent as well as the inconme tax deficiencies and
additions to tax allegedly owed by petitioner for all years at

i ssue:®

Revi sed net Revi sed Additions to
earnings from Revised self- defici enci es tax (revised)
Year self-enploynent enploynent tax (incl. SE tax) Sec. 6651 Sec. 6654

1990 $11, 642 $1, 645 $2, 474 $619 $163
1991 32,336 4, 569 8,791 2,198 506
1992 23,705 3, 349 5, 768 1,442 252
1993 19, 723 2,787 4,628 1, 157 194
1994 2,063 291 291 100 0
1995 38, 530 5, 444 10, 648 2,662 581
1996 0 0 13 13 0
1997 43, 682 6,172 12, 509 3,127 674
CPI NI ON

Sel f - Enpl oynent Tax

The first Social Security Act, ch. 531, 49 Stat. 620 (1935),
was enacted as part of a programto provide retirenent benefits
to qualifying individuals who no | onger were enployed. Today,
such benefits are funded primarily fromtaxes paid by enpl oyers,
enpl oyees, and sel f-enpl oyed i ndividual s under the Federal
| nsurance Contributions Act (FICA), ch. 736, 68A Stat. 415
(1954), and the Sel f-Enpl oynent Contributions Act of 1954 ( SECA),

ch. 736, 68A Stat. 353. See secs. 3101-3128, 1401-1403.

3Respondent stipul ated that petitioner had Schedul e C,
Profit or Loss From Busi ness, inconme of $20,250, Schedule C
expenses of $20,050, and no liability for self-enploynent tax for
1996.
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Section 1401 i nposes a tax on the self-enpl oynent incone of
every individual for old age, survivors, disability insurance,
and hospital insurance. See sec. 1401(a) and (b); Beachy v.

Conmi ssioner, T.C. Menp. 2000-125; G eene v. Conmm ssioner, T.C

Meno. 2000-26; sec. 1.1401-1(a), Inconme Tax Regs. Self-
enpl oynment i ncone “neans the net earnings from self-enpl oynent
derived by an individual”. Sec. 1402(b). Net earnings from
sel f-enpl oynent “neans the gross incone derived by an individual
fromany trade or business carried on by such individual, |ess
t he deductions allowed by this subtitle which are attributable to
such trade or business”. Sec. 1402(a); see also sec. 1.1402(a)-
1, Income Tax Regs. Self-enploynent tax is assessed and
collected as part of the incone tax, must be included in
conputing any inconme tax deficiency or overpaynent for the
applicable tax period, and nust be taken into account for
estimated tax purposes. See sec. 1.1401-1(a), Incone Tax Regs.
Petitioner does not dispute that he received self-enpl oynent
inconme as determ ned by respondent. Petitioner disputes only
whether he is required to pay self-enploynment tax. Petitioner
contends that since self-enploynent tax is nerely a
“contribution”, he may choose whether or not to pay it.
According to petitioner, a contribution is a voluntary paynent.

Petitioner bears the burden of proving that respondent’s
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determ nations are erroneous. See Rule 142(a); Welch v.
Hel vering, 290 U.S. 111, 115 (1933).4

Petitioner’s argunment focuses on the use of the word
“contributions” in SECA's title and relies upon what petitioner
claims is its plain nmeaning. Petitioner’s argunent is m splaced.
Webster’s Col legiate Dictionary defines “contribution”, anong
other things, as “a paynent (as a levy or tax) inposed by
mlitary, civil, or ecclesiastical authorities [usually] for a
speci al or extraordinary purpose”. Wbster’s Collegiate
Dictionary 252 (10th ed. 1997). The use of the term
“contributions” in SECA's title is consistent wwth the definition
cited above. Self-enploynent tax is a tax inposed by the United
States Governnent for a special purpose; i.e., to fund Soci al
Security and hospital insurance benefits. The taxation regine
establ i shed by SECA has been upheld as constitutional. See Cain

v. United States, 211 F.2d 375 (5th Cr. 1954); Egan v.

Comm ssioner, T.C Meno. 1980-560, affd. w thout published

opinion (9th Gr. 1982).
Section 1401 inposes a tax on incone earned fromself-

enpl oynent in order to fund the paynent of Social Security and

“Al t hough respondent clainmed increased additions to tax
under sec. 6651(a)(1l) in his answer, as to which he bears the
burden of proof, see Rule 142(a), the issue is noot since
respondent has conceded that petitioner’s liability for the sec.
6651(a)(1) addition to tax for 1996 and 1997 is | ower than that
determined in the notice of deficiency.
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hospi tal insurance benefits to self-enployed persons. The
obligation to pay self-enploynment tax is mandatory if the
requi renents of section 1401 are net as they are in this case.
We hold, therefore, that petitioner is liable for self-enploynent
tax as nodified by respondent.

Additions to Tax Under Section 6651(a)(1)

Section 6651(a)(1l) authorizes the inposition of an addition
to tax for failure to file a tinely return, unless it is shown
that such failure is due to reasonabl e cause and not due to

wllful neglect. See sec. 6651(a)(1l); United States v. Boyle,

469 U. S. 241, 245 (1985); United States v. Nordbrock, 38 F.3d

440, 444 (9th Cr. 1994); Harris v. Conm ssioner, T.C Meno.

1998-332. A failure to file a tinely Federal incone tax return
is due to reasonable cause if the taxpayer exercised ordinary
busi ness care and prudence and, neverthel ess, was unable to file
the return within the prescribed tine. See sec.

301. 6651-1(c) (1), Proced. & Adm n. Regs. WII|ful neglect neans a
conscious, intentional failure to file or reckless indifference

toward filing. See United States v. Boyle, supra.

Petitioner concedes he did not file Federal incone tax
returns or applications for extensions of time to file for 1990
t hrough 1997. Petitioner contends that he did not file returns
because he did not have noney to pay the taxes he owed at the

time the returns were due, and it was his understanding that the
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returns and the taxes owed had to be submitted sinultaneously.
Petitioner states that he “never had any willful intent not to
file” and that he “knew that * * * [he] was going to have to
file”.

A taxpayer’s inability to pay Federal incone taxes does not
constitute reasonabl e cause for failure to file a tinely return.

See Stokes v. Conm ssioner, T.C Meno. 1989-661 (citing Fitch v.

Commi ssioner, T.C. Menp. 1975-36); see al so Jones V.

Comm ssioner, 25 T.C 1100, 1106 (1956), revd. on another issue

259 F.2d 300 (5th G r. 1958); Sanders v. Conm ssioner, 21 T.C

1012, 1019-1020 (1954). Since petitioner introduced no evidence
of any legitimate reason for his failure to file tinmely returns,
we hold that he did not have reasonable cause for his failure to
file as required by section 6651(a)(1) and that, therefore,
petitioner is liable for the additions to tax as revised by
respondent.

Section 6654 Addition to Tax

Section 6654(a) inposes an addition to tax in the case of
any underpaynent of estimated tax by an individual. Sec.
6654(a). Unless a statutory exception applies, the addition to
tax under section 6654(a) is nmandatory. See sec. 6654(a), (e);

Recklitis v. Conm ssioner, 91 T.C 874, 913 (1988); G osshandler

v. Comm ssioner, 75 T.C. 1, 20-21 (1980); see also Estate of

Ruben v. Comm ssioner, 33 T.C 1071, 1072 (1960) (“This section
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has no provision relating to reasonabl e cause and | ack of w |l ful
neglect. It is mandatory and extenuating circunstances are
irrelevant.”) None of the statutory exceptions under section
6654(e) applies in this case.

Respondent determ ned that petitioner is liable for an
addition to tax under section 6654 for each tax year at issue.
He subsequently conceded, however, that petitioner is not liable
for the addition to tax under section 6654 for 1994 and 1996.
Petitioner conceded at trial that he did not nake any paynents of
estimated tax. Since petitioner was required to nmake estimated
tax paynents for all of the years at issue except 1994 and 1996
and he failed to do so, respondent’s determ nation as nodified is
sust ai ned.

To reflect the foregoing and the concessions of the parties,

Deci sion will be entered

under Rul e 155.




