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MVEMORANDUM OPI NI ON

LARO Judge: M. Kersting petitioned the Court on April 16,
1996, to redeterm ne respondent's determ nation of deficiencies
in petitioner's Federal inconme tax for 1982 through 1988.
Respondent determ ned petitioner had unreported inconme in

connection with his tax shelter pronotion activities. The



resulting deficiencies in incone tax and additions to tax are as
fol |l ows:

Additions to Tax
Year Deficiency Sec. 6651(a)(1) Sec. 6653(a)! Sec. 6654(a)

1982 $454, 752 $113, 688 $22, 738 $44, 274
1983 855, 081 213,770 42, 754 52, 325
1984 960, 807 240, 202 48, 040 60, 407
1985 1, 045, 458 261, 365 52,273 59, 909
1986 787,428 196, 857 39, 371 38, 097
1987 101, 574 25,394 5,079 5, 489
1988 28, 064 7,016 1, 403 1, 794

!Respondent al so determned that the tine sensitive
addition to tax under section 6653(a)(2) also applied for 1982
t hrough 1988, and that the tinme sensitive addition to tax under
section 6653(a)(1)(B) applied to 1986 and 1987.

We decide the follow ng issues:

1. Wether the presunption of correctness attaches to
respondent’'s deficiency determnation. W hold it does.

2. \Whether petitioner's gross incone includes receipts from

tax shelter pronotion activities as determ ned by respondent in

the foll owi ng anounts:

Year Anpunt

1982 $916, 997
1983 1, 720, 483
1984 1, 932, 671
1985 2,101, 968
1986 1, 585, 676
1987 266, 681
1988 83, 045

W hold it does.
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3. \Whether section 162 allows petitioner to claim
deductions for 1982 through 1988 for expenses incurred by
petitioner's alter ego corporations. W hold it does not.

4. \Wether petitioner is liable for additions to tax for
failure to file under section 6651(a)(1l) for 1982 through 1988.
We hol d he is.

5. \Whether petitioner is liable for additions to tax for
negl i gence under section 6653(a)(1l) and (2) for 1982 through
1985, section 6653(a)(1)(A and (B) for 1986 and 1987, and
section 6653(a) for 1988. W hold he is.

6. Wiether petitioner is liable for additions to his 1982
t hrough 1988 taxes under section 6654(a) for failure to pay
estimated taxes. W hold he is.

Unl ess otherwi se stated, section references are to the
I nternal Revenue Code in effect for the years in issue. Rule
references are to the Tax Court Rules of Practice and Procedure.
Dol | ar amounts are rounded to the nearest dollar.

Backgr ound

Sone of the facts have been stipulated and are so found.
The stipulated facts and exhibits submtted therewith are
i ncorporated herein by this reference. Petitioner resided in

Honol ul u, Hawaii, when he petitioned the Court.



Petitioner was a pronoter and nanager of investnent plans
designed to create interest deductions for plan participants.?
Petitioner has not filed a tax return since 1975. In January
1981, special agents of the Internal Revenue Service (IRS)
Crimnal Investigation Division, executed a warrant to search
petitioner's corporate offices. Anmong the docunents seized were
lists of participants in the tax shelter prograns. Audits of
these participants resulted in the filing in this Court of
approximately 1,800 petitions. [In 1989, 14 dockets invol ving
ei ght petitioners with simlar adjustnments were selected as test
cases, consolidated for purposes of trial, briefing, and opinion,

and set for trial under the nane D xon v. Commi ssioner. The

i ssue in D xon was whether the interest deductions generated by
the Kersting investnent plans were allowabl e.

Wil e the D xon taxpayers were awaiting trial, the IRS on
May 15, 1987, petitioned the U S. District Court for the
District of Hawaii (D strict Court) for |leave to serve a John Doe
sumons on petitioner. In its petition, the IRS alleged that

petitioner was pronoting tax shelters of questionable validity

! See Dixon v. Conmm ssioner, T.C. Menp. 1991-614, vacated
and remanded sub nom DuFresne v. Conmm ssioner, 26 F.3d 105 (9th
Cr. 1994), reinstated sub. nom D xon v. Conm ssioner, T.C
Meno. 1999-101, for a detailed analysis of petitioner's
i nvest ment operations.




and that it sought the summoned docunents in order to identify
taxpayers participating in petitioner's investnent plans.

The District Court enforced the John Doe sunmons over the
objections of petitioner and third-party intervenors. The
District Court's enforcenent order was affirmed by the Court of
Appeals for the Ninth Grcuit, but the appellate court renmanded
the case to the District Court to determ ne whether petitioner
had already conplied with the sumons and thus rendered the

appeal noot. See United States v. Kersting, 891 F.2d 1407, 1411-

1413 (9th Gr. 1989).

Fol | ow ng service of the John Doe summons, the IRS
determ ned that petitioner was engaged in pronoting abusive tax
shelters from 1982 through 1988. Based on his determ nation that
the 33 corporations involved in the investnment plans were alter
egos of petitioner, the Comm ssioner attributed incone fromthe
corporations to petitioner as follows: $916,997, $1, 720, 483,
$1, 932,671, $2,101, 968, $1,585,676, $266,681, and $83,045 for the
years 1982 through 1988, respectively. The Comm ssioner al so
assessed penalties in excess of $3.8 mllion against petitioner
pursuant to sections 6700 and 6701. Petitioner paid $22,398, a
portion of the sections 6700 and 6701 penalties, and brought suit

in the District Court for refund of the anmounts paid (Kersting |

Civ. No. 90-00304 HW). The United States filed a counterclaim

in the amount of $2,329,700 to reduce the section 6701 penalties
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to judgnent, and it brought a separate action to reduce the

section 6700 penalties to judgnent (Kersting Il, Cv. No. 92-

00593 HWF). The 33 corporations involved in the investnent plans

brought a wongful |evy action pursuant to section 7426 seeking

various renedies (Pacific Paradise, Cv. No. 91-00747 HW). The
three cases were consolidated and are hereinafter referred to as
Kersting (Consolidated Cases).

The Di xon taxpayers tried their cases before this Court in

January 1989. In Dixon v. Conm ssioner, T.C Meno. 1991-614, the

Court sustained virtually all of the Comm ssioner's
determ nations in each of the test cases. However, the Court's

decisions in D xon were vacated and renmanded sub nom DuFresne v.

Comm ssioner, 26 F.3d 105 (9th Cir. 1994), wth directions to

conduct an evidentiary hearing to consider the effect of the
Comm ssi oner' s adm ssion, subsequent to the trial and entry of
deci sions, that there had been secret settlenents with two of the
D xon test case taxpayers. Follow ng an extensive evidentiary
hearing and in a |l engthy opinion, the Tax Court reinstated the
decisions in D xon determ ning deficiencies in the incone of the

taxpayers. See Dixon v. Comm ssioner, T.C Meno. 1999-101.

Kersting (Consolidated Cases) was tried in the District
Court before Judge Harold M Fong in a nonjury trial commencing
May 10, 1994, and concluding June 17, 1994. During the course of

the trial, the District Court considered and deni ed a nunber of



notions filed by petitioner. See Kersting v. United States, 865

F. Supp. 669 (D. Haw. 1994). On Septenber 2, 1994, the District
Court entered findings of facts and conclusions of |aw. Adopting
t he Comm ssioner's gross incone calculations, the District Court
found, anong other things, that petitioner was |liable for
penal ti es under section 6700 for 1982 through 1988 in the
aggregate anount of $1,373,700.2 In calculating the anbunts of
the penalties, the District Court found that the 33 corporations
were alter egos of petitioner and that the gross incone of the
corporations was therefore attributable to petitioner.
Specifically, the District Court found that:

The governnent has denonstrated that Kersting derived
as gross incone through his corporations $3,478, 036. 25
from hi s abusive prograns from Septenber 4, 1982,

t hrough July 18, 1984, and $5, 129, 483.70 thereafter.
Appl ying the appropriate percentages * * * Kersting
therefore is liable in the amount of $1,373,700.41
pursuant to section 6700.

Though he has the burden of proof in this area,
Kersting presented no credible evidence of what he
consi dered was the gross incone derived or to be
derived fromhis prograns. |In fact, Kersting' s own
testinmony strongly suggested that he generated much
nore incone fromhis prograns than was included by the
IRS in its calculations and that the Section 6700
penalty is substantially understat ed.

2 For violations occurring before July 19, 1984, sec. 6700
i nposes a penalty of 10 percent of the gross incone derived or to
be derived by the taxpayer from an abusive tax shelter. For
viol ations occurring after July 19, 1984, sec. 6700 inposes a
penalty of 20 percent of the gross inconme so derived.
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Judgnent for the Governnent was entered on Septenber 30, 1994,
and an appeal by M. Kersting (and others) of the judgnent is
pendi ng before the Court of Appeals for the Ninth Crcuit.

On Septenber 14, 1995, respondent issued a notice of
deficiency to petitioner that determ ned deficiencies and
additions to tax based on gross incone attributable to petitioner
t hrough the 33 corporations.

Di scussi on

Presunpti on of Correctness

Petitioner noves to shift the burden of proof to respondent.
The parties agree respondent based his determ nation of
unreported income on the District Court's findings in Kersting
(Consolidated Cases). Petitioner contends respondent's sole
reliance on those findings nakes the determ nation arbitrary and
erroneous so as to shift the burden of proof to respondent.® W
di sagr ee.

Respondent's determ nation is generally presunmed correct,
and the taxpayer has the burden of proof. See Rule 142(a); Welch

v. Helvering, 290 U S. 111 (1933). However, the presunption of

correctness may not attach in certain unreported inconme cases if

respondent does not present sone predicate evidence supporting

*Petitioner does not assert that respondent failed to
"determ ne" the amount of deficiency pertaining to the years at
i ssue as required by sec. 6212(a). Conpare Scar v. Conm SsSioner,
814 F.2d 1363 (9th Cir. 1987), revg. 81 T.C. 855 (1983).




the determination. See United States v. Janis, 428 U. S. 433,

441-442 (1976); Weinerskirch v. Conm ssioner, 596 F.2d 358, 360

(9th Gr. 1979), revg. 67 T.C. 672 (1977). The rationale for
this exception is based on the recognized difficulty the taxpayer

bears in proving the nonreceipt of incone. See Elkins v. United

States, 364 U S. 206 (1960); Flores v. United States, 551 F.2d

1169, 1175 (9th Gr. 1977). \Wen the determnation is considered
arbitrary and erroneous, the presunption of correctness is

destroyed. See United States v. Janis, supra at 442;

Wi nerskirch v. Conmi ssioner, supra.

Petitioner's contention that respondent's determnation is
arbitrary and erroneous is without nerit. Petitioner stipulated
to the District Court's opinion in Kersting (Consolidated Cases)
and stipulated to nearly the entire record in Kersting
(Consol i dated Cases), including volum nous testinony and
exhibits. After an extensive exam nation of the vol um nous
record, the District Court rel eased a detailed 107-page opinion,
and respondent's determ nation is based squarely thereon.

During trial of this case, petitioner neither presented
W t nesses nor made any neani ngful attenpt to rebut the
overwhel m ng evi dence supporting respondent's determ nation,
evi dence to which petitioner stipulates. Respondent has anply
denonstrated the requisite "predi cate evidence" supporting his

determ nation. Petitioner nonsensically argues the determ nation
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is arbitrary because there was evidence of higher gross incone in
Kersting (Consolidated Cases), yet the District Court adopted the
nore conservative figures. He further argues that irregularities
exi st in respondent's nethod of income reconstruction in Kersting
(Consol i dated Cases). These argunents fail to refute the fact

t hat respondent has connected petitioner to the incone-producing
activity and has anply denonstrated the determ nation of
unreported inconme is grounded in fact. Because the determ nation
in this case stands securely on a foundation of concrete

evi dence, we hold that the presunption of correctness attaches to
respondent’'s determ nation and the burden of proof rests with
petitioner.

G oss | ncone

Respondent argues petitioner is collaterally estopped from
relitigating the issue of whether he had gross incone during 1982
t hrough 1988 in the anounts determned by the District Court in
Kersting (Consolidated Cases). Petitioner agrees the elenents of
col l ateral estoppel are satisfied but argues the judgnent in
Kersting (Consolidated Cases) has no preclusive collateral
estoppel effect because the judgnent was obtai ned by fraud
all egedly perpetrated by the Governnent on the District Court.

W disagree.*

* The Court previously denied respondent's notion for
(conti nued. ..)
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"Col | ateral estoppel and the related doctrine of res
judi cata have the dual purpose of protecting litigants fromthe
burden of relitigating an identical issue and of pronoting

judicial econony by preventing unnecessary or redundant

litigation." Meier v. Comm ssioner, 91 T.C 273, 282 (1988).

| ssue preclusion, or collateral estoppel, is defined in 1
Rest at enment, Judgnents 2d, sec. 27 (1982), as follows: "Wen an
issue of fact or lawis actually litigated and determ ned by a
valid and final judgnent, and the determnation is essential to
the judgnent, the determnation is conclusive in a subsequent
action between the parties, whether on the sane or a different
claim"

In Montana v. United States, 440 U. S. 147, 155 (1979), the

Suprenme Court established a three-prong test for applying

coll ateral estoppel: First, the issues presented in the
subsequent litigation are in substance the sane as those issues
presented in the first case; second, the controlling facts or

| egal principles have not changed significantly since the first
judgnent; and third, other special circunstances do not warrant

an exception to the normal rules of preclusion. In Peck v.

4C...continued)
partial summary judgnment on the issue of whether petitioner is
collaterally estopped fromrelitigating his gross incone for 1982
t hrough 1988. W now reconsider that issue with the benefit of
the conpl ete record.



- 12 -

Comm ssioner, 90 T.C 162, 166 (1988), affd. 904 F.2d 525 (9th

Cr. 1990), we stated that the "three-pronged rubric provided by
the Suprenme Court in the Montana case enbodi es a nunber of
detailed tests devel oped by the courts to test the

appropri ateness of collateral estoppel in essentially factual
contexts.” Building on the Suprene Court's analysis in Mntana,
we identified five conditions that nust be satisfied for

coll ateral estoppel to apply: First, the issue in the second
suit nust be identical in all respects with the one decided in
the first suit; second, there nmust be a final judgnent rendered
by a court of conpetent jurisdiction; third, collateral estoppel
may only be invoked against parties and their privities to the
prior judgnent; fourth, the parties nmust have actually litigated
the issue and the resolution of these issues nust have been
essential to the prior decision; and fifth, the controlling facts
and applicable legal rules nust remain unchanged fromthose in

the prior litigation. See Peck v. Comm ssioner, supra at 166-

167; see al so Conmi ssioner v. Sunnen, 333 U. S. 591, 599-600

(1948); Gammill v. Conm ssioner, 62 T.C 607, 613-615 (1974).

Petitioner concedes Peck's five-prong analysis is

satisfied.® However, citing Mntana's "special circunstances"”

It is settled law that the District Court's judgnent is
considered to be final for purposes of the application of
collateral estoppel. See Robi v. Five Platters, Inc., 838 F.2d

(conti nued. ..)
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exception, petitioner objects to the application of collateral
estoppel on the ground that the judgnent in the prior case was
obt ai ned by perpetrating fraud upon the court. On brief,
petitioner identifies two instances of what he clains was fraud
perpetrated on the District Court. First, petitioner clains that
during Kersting (Consolidated Cases), the Governnent used grand
jury material obtained in violation of Rule 6(e) of the Federal
Rul es of Crim nal Procedure and deceived the court about the
origin of that material. Second, petitioner clains that the
Governnent inperm ssibly used a John Doe summons to identify
petitioner's tax liability and subsequently deceived the court
about this purpose.

Petitioner's allegations of fraud upon the court concern
all egedly fal se statenents or representati ons made by the
Comm ssioner's agents or counsel for the Governnent either prior
to or during the trial of Kersting (Consolidated Cases).
Petitioner's clains of fraud on the court have previously been

considered and rejected by the District Court. See Kersting v.

United States, 865 F. Supp. 669, 671-676 (D. Haw. 1994) (wherein

the court rejected petitioner's claimthe Governnment inproperly

used grand jury materials); United States v. Kersting, 891 F.2d

1407, 1411-1413 (9th GCr. 1989)(wherein the District Court

°(...continued)
318, 327 (9th Cir. 1988).
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rejected petitioner's claimthe Governnent inproperly used a John
Doe Summons). W are satisfied that no special circunstances
exi st which preclude the application of collateral estoppel.
Because the requirenments for application of collateral estoppel
have been satisfied, petitioner is collaterally estopped from
denying that he had gross incone during 1982 through 1988 in the
anounts determned by the District Court in Kersting
(Consol i dated Cases). Accordingly, we sustain respondent's
determ nation of unreported incone for all years.

Busi ness Expenses

In various pretrial pleadings, petitioner argued generally
he was entitled to offsetting deductions for bad debts and
busi ness expendi tures of the nom nee corporations that were not
taken into account by respondent when conputing the unreported
incone. Petitioner's interest in this issue waned by the tine of
trial in this case as he presented no w tnesses and neit her
listed this as an issue nor presented any | egal argunent on this

point on brief. °©

 Liberally construing his brief, we glean the total of
petitioner's "argunent” on this point fromthe foll ow ng six
requested findings of fact:

* * * * * * *

17. The corporations enployed and paid attorneys to
represent them and/or Henry Kersting.

(conti nued. ..)
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Petitioner invites the Court inplicitly to wade through the
numer ous checks in the record, calculator in hand, to conme up
with the purported anobunts of all eged business expenses. W

decline this invitation. See Stringer v. Conmi ssioner, 84 T.C

693 (1985), affd. w thout published opinion 789 F.2d 917 (4th
Cir. 1986)(wherein the Court refused to sift through a vol um nous
and unintelligible record without the aid of a brief).

Deductions are a matter of |egislative grace, and taxpayers bear
the burden of proving they are entitled to clai ned deducti ons.

See Rule 142(a); Welch v. Helvering, 290 U S. 111 (1934);

5C...continued)

18. The corporations paid the |legal fees of attorneys
who represented sonme of the test-case petitioners in
D xon v. Conm ssioner.

* * * * * * *

20. The corporations paid rent on office space during
the years in question.

21. The corporations paid for tel ephone service during
the years in question.

* * * * * * *

29. In determning the inconme derived or to be derived
by the corporations, the Comm ssioner did not take into
account any deductions that the corporations wuld have
had for ordinary busi ness expenses.

30. The Conmm ssioner was required to take into account
t hose busi ness deductions which the Comm ssi oner had
evi dence of when determ ning the alleged deficiency of
Ker sti ng.

Petitioner's Post-Trial Brief, pp.4-5 (citations onmtted)
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| NDOPCO, Inc. v. Conm ssioner, 503 U S. 79, 84 (1992). Section

162 generally allows a deduction for all the ordinary and
necessary expenses paid or incurred in carrying on any trade or
business. In order for petitioner to neet his burden of proof
under section 162(a), he nust prove the itemclained as a
deducti bl e busi ness expense: (1) WAas paid or incurred during the
taxabl e year; (2) was for carrying on his trade or business; (3)
was an expense; (4) was a necessary expense; and (5) was an

ordi nary expense. See Conmi ssioner v. Lincoln Savs. & Loan

Association., 403 U S. 345, 352 (1971); Welch v. Helvering,

supra. The determ nation of whether an expenditure satisfies the

requi renents of section 162 is a question of fact. Conmm Ssioner

V. Heininger, 320 U S. 467, 475 (1943). On this record,

petitioner has failed to prove he is entitled to any business
deducti ons under section 162, and we so hold.”’

Additions to Tax

Section 6651(a)(1l) reads in pertinent part:

In case of failure * * * to file any return * * * on
the date prescribed therefor * * * unless it is shown
that such failure is due to reasonabl e cause and not
due to wilful neglect, there shall be added to the
anount required to be shown as tax on such return 5
percent of the anobunt of such tax if the failure is for

" The findings in Kersting (Consolidated Cases) that none of
the nom nee corporations kept adequate books and records, and
that petitioner used the nom nee corporations to pay his personal
Iiving expenses render petitioner's claimto |egitinmte business
expenses particularly suspect.
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not nore than 1 nonth, with an additional 5 percent for

each additional nonth or fraction thereof during which

such failure continues, not exceeding 25 percent in the

aggregate. Sec. 6651(a)(1).

To escape the addition to tax for filing |ate returns,
petitioner has the burden of proving (1) that the failure to file
did not result fromw I ful neglect, and (2) that the failure was

due to reasonable cause. See United States v. Boyle, 469 U S.

241, 245 (1985). Reasonable cause requires taxpayers to
denonstrate that they exercised "ordinary business care and
prudence” but neverthel ess were "unable to file the return within
the prescribed tine." Sec. 301.6651-1(c)(1), Proced. and Admi n.
Regs.

For all relevant years, petitioner failed to file returns.
The record in this case is void of any evidence of the reason for
this failure. Thus, the record is void of evidence that the
failure was for reasonable cause. W sustain respondent’'s
determ nation of additions to tax under section 6651(a)(1) for
all years.

Respondent determ ned additions to tax for negligence for
1982 through 1988. Respondent determ ned petitioner's
under paynent of incone tax in each year was due to negligence or
intentional disregard of rules or regulations. For 1982 through

1985, section 6653(a)(1) inposes an addition to tax equal to 5
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percent of the underpaynent if any part of the underpaynent is
attributable to negligence. Section 6653(a)(2) al so inposes
an addition to tax equal to 50 percent of the interest payable on
the portion of the underpaynent attributable to negligence.

Wth respect to returns that have due dates after Decenber
31, 1986 (e.g., petitioner's 1986 and 1987 tax returns), section
1503(a) of the Tax Reform Act of 1986, Pub. L. 99-514, 100 Stat.
2085, 2742-2743, replaced forner section 6653(a)(1l) and (2) with
section 6653(a)(1)(A) and (B). Section 6653(a)(1)(A)
and (B) is simlar to former section 6653(a)(1) and (2). Section
6653(a) (1) (A) inposes an addition to tax equal to 5 percent of
t he underpaynment if any part of the underpaynent is attributable
to negligence. Section 6653(a)(1)(B) inposes an addition to tax
equal to 50 percent of the interest payable on the portion of the
under paynent attributable to negligence.

Wth respect to returns that have due dates after Decenber
31, 1988 (e.g., petitioner's 1988 tax return), section
1015(b) (2) (A) of the Technical and M scel |l aneous Revenue Act of
1988 (TAMRA), Pub. L. 100-647, 102 Stat. 3342, 3569, replaced
former section 6653(a)(1l)(A) and (B) with section 6653(a).
Section 6653(a) was simlar to fornmer section 6653(a)(1)(A).
Section 6653(a) inposes an addition to tax equal to 5 percent of
the portion of the underpaynent attributable to negligence.

Section 6653(a)(1)(B), however, has no counterpart
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follow ng the enactnent of TAMRA

For purposes of all of these provisions, negligence connotes
a lack of due care or a failure to do what a reasonabl e and
ordinarily prudent person would do under the circunstances.

See Neely v. Comm ssioner, 85 T.C 934, 947 (1985); Korshin v.

Conmi ssioner, T.C Meno. 1995-46. Petitioner bears the burden of

provi ng respondent's determ nation of negligence is erroneous.

See Rule 142(a); Bixby v. Conm ssioner, 58 T.C. 757, 791-792

(1972); see also Stovall v. Conm ssioner, 762 F.2d 891, 895

(11th Gr. 1985), affg. T.C. Meno. 1983-450; Korshin v.

Conmi Ssi oner, supra. Petitioner has failed to do so. Petiti oner

presented no evidence to overcone the determ nation of
negligence. To the contrary, the record establishes that
petitioner failed to exercise due care and failed to do what a
reasonabl e and ordinarily prudent person would have done under
the circunstances. Petitioner neglected to file returns for any
of the 7 years in issue and has not filed a return since 1975.
Petitioner presented no evidence of reasonable cause for his
failure to file returns. His breach of his statutory duty to
file timely Federal incone tax returns for the years in issue is

evi dence of negligence. See Condor Intl., Inc. v. Comm ssioner,

98 T.C. 203, 225 (1992), affd. in part, revd.in part 78 F.3d 1355

(9th Gr. 1996); Emmons v. Conmi ssioner, 92 T.C 342, 349 (1989),
affd. 898 F.2d 50 (5th Cir. 1990); see also Korshin v.
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Commi ssi oner, supra. W sustain respondent's determ nation of

additions to tax for negligence for all of the years in issue.
Respondent determ ned an addition to tax agai nst petitioner

under section 6654(a) for failure to nmake tinely estimted tax

paynents. This addition to tax generally is mandatory and cannot

be wai ved due to reasonabl e cause. See Recklitis v.

Comm ssioner, 91 T.C. 874, 913 (1988); Gosshandler v.

Comm ssioner, 75 T.C. 1, 21 (1980); Estate of Ruben v.

Comm ssioner, 33 T.C 1071, 1072 (1960); sec. 1.6654-1(a), |ncone

Tax Regs. However, no addition to tax is inposed under section
6654(a) if one of the exceptions set forth in section 6654(e) is
satisfied. Petitioner presented no evidence that an exception
applies and failed to address this issue on brief. W sustain
respondent's determ nation of the addition to tax under section
6654 for all years in issue.
We have considered all argunents nade by petitioner, and, to

t he extent not addressed above, find themto be wi thout nerit.

To reflect the foregoing,

An appropriate order

will be issued and deci sion

will be entered for respondent




