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PAJAK, Special Trial Judge: This case was heard pursuant to

the provisions of section 7463 of the Internal Revenue Code in

effect at the time the petition was filed. The decision to be

entered i s not reviewable by any other court, and this opinion

shoul d not be cited as authority. Unless otherw se indicated,

subsequent section references are to the Internal Revenue Code in

effect for the year in issue.



Respondent determ ned a deficiency of $1,643 in petitioner's
1996 Federal income tax. Petitioner concedes that he received
interest in the amount of $290 which is includable in his incomne.
We nust deci de whet her petitioner received $10,638 which shoul d
be included in his incone.

Sonme of the facts in this case have been stipulated and are
so found. Petitioner resided in Madeira Beach, Florida, at the
time he filed his petition.

Petitioner worked part tinme as a legal clerk for Byron
Vaughan (Vaughan), Esquire, an attorney at lawwith an office in
Sarasota, Florida. Respondent received a Form 1099-M SC stating
that petitioner received nonenpl oyee conpensation from Vaughan in
t he amount of $10,638 for the 1996 taxable year. Petitioner did
not report this anmount on his 1996 return.

In reply to correspondence fromrespondent, petitioner, in a
| etter received by the Internal Revenue Service on August 4,

1998, stated that:

Al t hough | did receive the anmounts cl ai ned on pages two

and four of your letter, these pages msidentify the

$10, 638 received from Byron Vaughan, Esquire, EIN 65-

0087578. This anount was a bonus paid to me by M.

Vaughan, ny enpl oyer, and was not noney received as

non- enpl oyee conpensation, nor was it noney received by

a sel f-enpl oyed i ndividual .

As such, | believe that M. Vaughan had an
obligation to withhold both social security taxes and
wi t hhol di ng taxes on that anount.

On Cctober 7, 1998, petitioner wote to the Internal Revenue

Service and stated that:
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The 1099 that | received from M. Vaughan was a

bonus for that year. As your records indicate, | was
an enpl oyee of M. Vaughan for several years prior to
this time. | realize that the 1099 may have been

conpleted with the notati on as non-enpl oyee
conpensation, but that woul d have been an error on the
part of M. Vaughan, and not ny error. M. Vaughan

stated to ne that the taxes were taken care of. | do
not feel that | should be held responsible for errors
commtted by M. Vaughan. | realize that M. Vaughan

i s now deceased, and | believe that the reason that the

IRS is attenpting to get this fromne since [sic] they

cannot get it fromhim

On Decenber 15, 1998, petitioner responded to proposed
changes by the Internal Revenue Service and stated that:

as | have expl ained, the bonus was enpl oyee conpensati on,

regardl ess of how it was reported to your office. As | have

expl ai ned to your office on several occasions, this incone
was a bonus fromny enpl oyer and he infornmed ne that he
woul d be taking care of the taxes. * * * | do know that ny
records for 1995 wll reflect that | received a bonus that
year and that bonus reflected the pay was for enpl oyee
conpensati on.

Respondent determ ned that the $10,638 should be included in
petitioner's income. The notice of deficiency contains the
follow ng statenent: “A bonus is considered taxable incone and
must be included on the tax return. It is not subject to self-
enpl oynent taxes nor FICA taxes. W have deleted the self-

enpl oynent tax and your share of the FICA tax."

Petitioner stated in his petition that he disagreed with the
adjustnments in the notice of deficiency because the $10, 638 "was
erroneously marked on 1099 as non-enpl oyee conpensati on when it

shoul d have been nmarked as enpl oyee conpensation.”



At trial, petitioner changed his story and cl ainmed that he
never received the $10,638. W sumarize petitioner's testinony
and the sequence of events which he alleges occurred, as foll ows.

As noted, petitioner worked part-tinme for Vaughan as a | egal
clerk. He received his W2 and dated his Federal incone tax
return on January 27, 1997. After petitioner filed his return,
Vaughan gave petitioner the Form 1099-M SC which reported the
anount of $10, 638 as nonenpl oyee conpensati on. Vaughan expl ai ned
to petitioner that he needed to report this amount to reduce his
taxes. Petitioner protested that he did not receive the noney.
Vaughan said not to worry because he would pay the tax when it
canme due.

Petitioner was applying for adm ssion to the Florida Bar at
the tine these events allegedly occurred. Petitioner had been
convicted for the felony of extortion. H's bar application had
been pendi ng before the Florida Suprene Court for 4 nonths.
Petitioner clains that Vaughan knew this, and when petitioner
guesti oned Vaughan about the Form 1099-M SC, Vaughan | et him
"know in a very unsettled way" that if petitioner had any
problenms with accepting the Form 1099-M SC, then Vaughan woul d
"probably have trouble"” with petitioner's enploynent and woul d
have to notify the Bar about it.

Petitioner considered hinself between "a rock and a hard

pl ace."” Petitioner never reported the alleged blacknmail. He



clains he did not feel conpelled to alert the authorities that he
was bei ng extorted because M. Vaughan had told him "don't worry
about it. [I'lIl pay [the tax] when it cones due."” Petitioner
clainmed he did not amend his return to reflect the incone because
he did not want to state under the penalty of perjury that he had
recei ved the noney.

At trial, petitioner clainmed that the reason he initially
told the Internal Revenue Service that he received the noney as a
bonus was because he had spoken with sonmeone in the Internal
Revenue Service who had led himto believe that the Form 1099-

M SC was "all the proof the IRS needed", and that petitioner had
to explain why he did not pay the taxes on it. Petitioner
testified that the only explanation he could come up with as to
why he should not have to pay taxes on the noney was that it was
enpl oyee conpensati on, not nonenpl oyee conpensation, and that
Vaughan shoul d have paid the taxes on it. Petitioner admtted
that he sent respondent the three letters stating that he had
recei ved the $10,638 as a bonus.

After he wote the letters, petitioner was told by an
accountant that if petitioner had said fromthe begi nning that he
did not receive the noney, then the Form 1099-M SC woul d not be
proof in and of itself that he received the noney, and the burden
of persuasion as to the paynent of the noney would be on

respondent. After he heard this, petitioner informed respondent
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that he had never really received the noney and tol d respondent
the sane story he reiterated in court. At trial, petitioner
clainmed that he erred in witing the three letters to the

| nt ernal Revenue servi ce.

In addition to his testinony, petitioner provided 4 nonths
of bank records to support his position that he did not receive
the $10,638. Petitioner's bank records show that $10, 638 was not
deposited into his bank account in a 4-nonth period. They do not
establish that petitioner did not receive the noney. At trial,
petitioner contended that he never received the $10, 638.
Respondent contended that the letters witten by petitioner are
proof that he received the income and that the $10, 638 nust be
included in petitioner's gross inconme under section 61(a)(1).

A statutory notice of deficiency ordinarily carries with it

a presunption of correctness. Rule 142(a); Welch v. Helvering,

290 U.S. 111 (1933). Because of this presunption, taxpayers
generally, at least initially, have the burden of proof and the

burden of going forward with the evidence. Cebollero v.

Comm ssi oner, 967 F.2d 986, 991 (4th GCr. 1992), affg. T.C. Meno.

1990- 618; see al so sec. 7491.

Under section 6201(d), if the taxpayer in a court proceeding
asserts a reasonable dispute with respect to the incone reported
on an information return, and fully cooperates with the

Conmi ssi oner, then the Comm ssioner shall have the burden of



produci ng reasonabl e and probative information in addition to the

i nformati on return. McQuatters v. Comm ssioner, T.C Meno. 1998-

88; Dennis v. Conm ssioner, T.C Meno. 1997-275; Hardy v.

Comm ssioner, T.C. Meno. 1997-97, affd. 181 F.3d 1002 (9th G

1999). The taxpayer nust have fully cooperated with the
Comm ssi oner before the burden of production would shift to the
Comm ssioner. “Fully cooperating with the IRS includes (but is
not limted to) the follow ng: bringing the reasonabl e dispute
over the itemof incone to the attention of the IRS within a
reasonabl e period of tinme, and providing (wthin a reasonabl e
period of tinme) access to and inspection of all w tnesses,
i nformati on, and docunents within the control of the taxpayer (as
reasonably requested by the Secretary).” H Rept. 104-506, at 36
(1996), 1996-3 C.B. 49, 84. Petitioner did not fully cooperate
with the Comm ssioner and is not entitled to the benefit of
section 6201. Even assum ng arguendo that he is entitled to the
benefit of section 6201, the Conm ssioner has presented
sufficient information to sustain the determnation in the notice
of deficiency.

Petitioner has put hinself between a rock and a hard pl ace.
On the one hand, if petitioner did not receive the noney, then he
agreed to assist Vaughan in defrauding the Governnent, he failed
to report extortion, he lied in three letters witten to the

I nternal Revenue Service, and he lied in his petition filed with
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this Court. |If, on the other hand, petitioner did receive the
nmoney, then he failed to properly amend his 1996 tax return, he
lied to the Internal Revenue Service, he accused an innocent man
of commtting a crinme, and he commtted perjury when he testified
before the Court. Fortunately, it is not necessary to decide

whi ch of these scenarios actually occurred.

Respondent introduced into evidence three letters from
petitioner stating that petitioner received $10,638 as a bonus
during his enploynment wwth M. Vaughan. Petitioner admtted
witing these letters. In contradiction to these letters, we are
faced with petitioner’s testinony. W are not required to accept
a taxpayer’s self-serving and uncorroborated testinony. Wod v.

Commi ssi oner, 338 F.2d 602, 605 (9th Cr. 1964), affg. 41 TC 593

(1964); Tokarski v. Conm ssioner, 87 T.C. 74, 77 (1986). In this

case, we find that petitioner's testinony carries no wei ght due
to his lack of credibility. Petitioner did not neet his burden
of proof. The letters, which are adm ssions agai nst interest,
are convi nci ng.

Under section 61(a)(1l), gross inconme includes all incone
from what ever source derived, including conpensation for
services. W note that this includes enpl oyee conpensation as
wel | as nonenpl oyee conpensation. W find that petitioner
recei ved $10, 638 as enpl oyee conpensation for his services in

1996. Accordingly, we sustain respondent’'s determ nation.



Revi ewed and adopted as the report of the Small Tax Case

Di vi si on.

Deci sion will be entered

for respondent.




