T.C. Meno. 2009-122

UNI TED STATES TAX COURT

GARY C. LIZALEK, ET AL.,! Petitioners v.
COWMM SSI ONER OF | NTERNAL REVENUE, Respondent

Docket Nos. 3202-07L, 14297-07, Filed June 1, 2009.
14298-07, 14299-07.

Gary C Lizalek and Karen N. Lizal ek, pro sese.

Frederic J. Fernandez and Mark J. Mller, for respondent.

1Cases of the following petitioners are consol i dated
herewith: Karen N. Lizal ek, docket No. 14297-07; Gary C.
Li zal ek, docket No. 14298-07; Gary C. Lizal ek, docket No. 14299-
07.
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MEMORANDUM FI NDI NGS OF FACT AND CPI NI ON

Judge:

These consol i dated cases are before the Court

redetermnation of three statutory notices of

and penalties against Gary C. Lizal ek

Respondent determ ned Feder al

intent to |evy.

i nconme tax deficiencies,

(petitioner) and Karen N. Lizal ek for 2001 through 2005 ari sing

frominconme petitioner

Gary C. Lizal ek, docket No.

14298-07:

received as foll ows:

Additions to Tax

Year Deficiency Sec. 6651(a)(1) Sec. 6651(a)(2) Sec. 6654
2001 $18, 988 $3, 111 $3, 457 $530
2002 4,114 926 987 137
2003 4,254 957 766 111
2004 11, 794 2,654 1, 415 342
2005 3, 329 749 200 134
Karen N. Lizal ek, docket No. 14297-07:

Additions to Tax/Penalty
Year Defi ci ency Sec. 6651(a)(1) Sec. 6651(a)(2) Sec. 6654 Sec. 6662
2001 $13, 864 $3, 119 $3, 466 $554 ---
2002 4,613 --- --- --- $923
2003 4,254 957 766 111 ---
2004 11, 794 2,654 1, 415 138 ---
2005 3, 329 749 200 134 ---

Respondent seeks increased deficiencies and additions to tax

agai nst petitioner

in the event the Court finds that his i ncone

is not attributable to Karen Lizal ek pursuant to the Wsconsin

Uni form Mari t al

2009) .

Respondent al so assessed a $500 ci vil

Property Act.

W sc.

St at .

Ann.

ch. 766 (West

penal ty agai nst
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petitioner in docket No. 3202-07L under section 6682 for 2005 for
providing a false Form W4, Enployee’s Wthhol ding All owance
Certificate.

As a protective neasure, respondent issued a notice of
deficiency to the Gary C Lizalek Trust (Lizalek Trust) for 2003,
2004, and 2005 in the event that we find that petitioner and/or
Karen Lizal ek are not subject to tax on the incone at issue.?
Respondent determ ned Federal incone tax deficiencies and
penal ti es agai nst the Lizalek Trust as foll ows:

Gary C. Lizal ek, docket No. 14299-07:

Penal ty
Year Defi ci ency Sec. 6662
2003 $25, 438 $5, 088
2004 59, 448 11, 890
2005 23, 432 4,686

Unl ess otherw se indicated, all section references are to
the Internal Revenue Code, and all Rule references are to the Tax
Court Rules of Practice and Procedure. Anounts are rounded to
t he nearest dollar.

The issues for decision are:

(1) Wether petitioner is subject to tax on wages, capital

gai ns, dividends, and/or interest inconme at issue for 2001

2The term “trust” is used in this opinion for conveni ence
only and is not intended to be conclusive as to the
characterization of the Lizalek Trust for Federal tax purposes.
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t hrough 2005 or whether the incone nay be reported on trust
returns. W hold he is subject to tax;

(2) whether Karen Lizalek is taxable on half of
petitioner’s inconme as comunity property. W hold she is not;

(3) whether petitioner is liable for additions to tax for
failure to file under section 6651(a)(1l), failure to pay under
section 6651(a)(2), and failure to pay estinmated tax under
section 6654(a) for 2001 through 2005. W hold he is;

(4) whether Karen Lizalek is liable for additions to tax
for failure to file under section 6651(a)(1l), failure to pay
under section 6651(a)(2), and failure to pay estinmated tax under
section 6654(a) for 2001, 2003, 2004, and 2005 and for a section
6662(a) accuracy-related penalty for 2002. W hold she is not
I'iabl e;

(5) whether petitioner is liable for a section 6682 penalty
for 2005 for submtting false withholding information to his
enpl oyer. W hold he is |iable;

(6) whether petitioner is liable for a penalty under
section 6673 for instituting these proceedings primarily for
delay and for maintaining frivolous or groundl ess positions. W

hold he is not |iable; and
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(7) whether respondent is liable for a section 6673 penalty
for violation of his fiduciary duties and for failing to provide
excul patory evidence. W hold respondent is not liable.?3

FI NDI NGS OF FACT

Sonme of the facts have been stipulated. The stipulations of
facts and the acconpanying exhibits are incorporated by this
reference. Petitioner and Karen Lizal ek resided in Wsconsin at
the tinme of filing their petitions.

In 2001 petitioner was an enpl oyee of both Mdtorola, Inc.,
and | nnovat ec Conmuni cations, LLC (lInnovatec), and earned wage
i ncome of $22,172 and $62,019, respectively. |n 2001 petitioner
received retirenment distributions from Advanced O earing, Inc.,
Arrowhead Trust, Inc., Sterling Trust Co., and First Trust Corp.
of $29, 322, $3,000, $2,525, and $16, 481, respectively. In 2001
petitioner received a capital gain distribution of $14 from
Sal onon Smth Barney, Inc.

In 2002 petitioner was an enpl oyee of | nnovatec and
Adm nistaff Cos. Il, LP (Admnistaff), and earned wage incone of
$32,539 and $34,473, respectively. 1In 2002 petitioner also
received interest income of $11 from Soverei gn Bank.

In 2003 petitioner was an enpl oyee of Adm nistaff and earned

wage i nconme of $75, 122.

3Because we hold that petitioner is subject to tax on the
inconme at issue, we do not sustain the deficiencies and penalties
determ ned agai nst the Lizal ek Trust.
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In 2004 petitioner was an enpl oyee of Adm nistaff and Silver
Springs Networks and earned wage i ncone of $21,131 and $61, 216,
respectively. In 2004 petitioner sold a 50-percent interest in a
residence located in dendale, Wsconsin, for $90, 000.

In 2005 petitioner was an enpl oyee of both Silver Springs
Net wor ks and I nvivo Corp. & Subs. (lnvivo) and earned wage i ncone
of $59, 141 and $6, 460, respectively.

For the years at issue petitioner’s enployers reported his
wages on Forns W2, Wage and Tax Statenent. None of the
enpl oyers withheld Federal or State incone taxes from
petitioner’s wages. Sone of the Forns W2 |isted various
W sconsin addresses for petitioner. Ohers |listed petitioner’s
address as Oak Lawn, Illinois. In addition, petitioner received
a Form 1099-R, Distributions From Pensions, Annuities, Retirenent
or Profit-Sharing Plans, |IRAs, Insurance Contracts, etc., for
each retirenment distribution, and Form 1099-B, Proceeds from
Broker and Barter Exchange Transactions, for the capital gain
distribution. The Fornms 1099-R and Form 1099-B listed a
W sconsin address for petitioner. Petitioner reported the wages
and ot her incone on Forns 1041, U.S. Incone Tax Return for
Estates and Trusts, filed for the Lizalek Trust, listing an
address in M| waukee, W sconsin.

On each Form 1041 filed for the Lizalek Trust for the years

at issue, the Lizalek Trust clained deductions that offset any
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i ncone reported. Accordingly, the Fornms 1041 did not report any
tax due. Respondent prepared substitute returns under section
6020(b) for petitioner for 2001 through 2005 and for Karen
Li zal ek for 2001, 2003, 2004, and 2005. Karen Lizalek filed a
Form 1040, U.S. Individual |Income Tax Return, for 2002.

1. Assessnent and Levy of Section 6682 Penalty

Petitioner submtted a FormW4 to Silver Springs Networks
for 2005 that indicated he was “exenpt” fromw thholding. On the
Form W4 petitioner certified that he had no tax liability for
2004 and he did not expect to have a tax liability for 2005.
During 2005 Silver Springs Networks did not withhold Federal
incone tax frompetitioner’s wages. On January 9, 2006,
respondent assessed a $500 civil penalty against petitioner for
submtting a false Form W4. Before assessing the penalty,
respondent provided petitioner with an opportunity to provide a
new Form W4. However, petitioner continued to claimthat he was
exenpt fromw thholding. After making several unsuccessful
requests for paynent of the civil penalty, respondent issued a
final notice of intent to levy on July 1, 2006, with respect to
the unpaid civil penalty. On July 11, 2006, petitioner requested
a collection due process hearing (CDP hearing) for the |evy.

On Cctober 31, 2006, the settlement officer assigned to
petitioner’s case held a hearing by telephone. During the CDP

hearing petitioner clainmed that he was exenpt from w t hhol di ng
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because the Lizal ek Trust earned the wages at issue. He argued
that the Internal Revenue Service (IRS) accepted that the Lizal ek
Trust existed when it assigned an enployer identification nunber
(EIN) to the Lizalek Trust in 2000. Petitioner refused to
di scuss paynent of the penalty and did not provide any collection
alternatives. The settlenent officer determ ned that
petitioner’s position was frivolous. On January 16, 2008,
respondent issued a notice of determ nation sustaining the
assessnment of the section 6682 penalty and the | evy.
2. Sanctions

On March 11, 2008, respondent filed a notion to inpose
sanctions against petitioner in docket No. 14298-07 for
instituting the action primarily for delay and for advancing
frivol ous and groundl ess argunents. On April 28, 2008,
petitioners filed a notion to inpose sanctions agai nst respondent
in each of the docketed cases cl aimng respondent violated his

fiduciary duties and wi thheld excul patory evidence relating to

tax forns.
OPI NI ON
A Reporting of Incone
Section 61(a) defines gross incone as “all income from
what ever source derived”. A fundanental principle of inconme

taxation is that incone is taxable to the person who earns it.

Lucas v. Earl, 281 U. S. 111, 114-115 (1930). An anticipatory
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assignment of inconme froma true incone earner to another entity
by means of a contractual arrangenent does not relieve the true
income earner fromtax and is not effective for Federal incone
tax purposes regardl ess of whether the contract is valid under

State | aw. Id.; Vercio v. Comm ssioner, 73 T.C. 1246, 1253

(1980). Although taxpayers are entitled to arrange and conduct
their affairs and structure their transactions to mnimze taxes,
a trust is disregarded for Federal tax purposes if it |acks
econom ¢ substance and was forned solely for tax avoi dance

purposes. Gegory v. Helvering, 293 U S. 465, 469 (1935); Znuda

v. Comm ssioner, 79 T.C 714, 719-720 (1982), affd. 731 F.2d 1417

(9th Cir. 1984).

Petitioner contends that the Social Security Adm nistration
(SSA) created the Lizalek Trust when it issued a Social Security
card to petitioner, which constituted a transfer of property.
Petitioner further contends that he serves as trustee and the
United States is the sole beneficiary. Petitioner asserts that
he submtted a witten indenture for the Lizalek Trust to the SSA
reflecting this relationship that the SSA accepted based on its
failure to respond as required by the Privacy Act and the
Adm ni strative Procedure Act. Simlarly, petitioner argues that
the I RS accepted that the Lizal ek Trust existed when it assigned
an EINto the Lizalek Trust upon subm ssion of a Form SS-4,

Application for Enployer ldentification Nunber. Finally,
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petitioner argues that the Lizalek Trust was the enpl oyee that
earned the wages and ot her incone at issue and that the trust
properly reported the income on Form 1041. Respondent contends
that the purported trust does not exist in fact or alternatively
the Lizalek Trust is a shamor grantor trust.*

Petitioner has not established that a valid trust exists.
The issuance of a Social Security card is not a transfer of
property that creates a trust as petitioner contends.
Petitioner’s subm ssion of a purported trust docunent to the SSA
and a Form SS-4 to the I RS does not create or in any way
acknowl edge the existence of a trust. Petitioner has not
provided any legitimte trust docunents form ng the purported
trust. The purported trust does not reflect economc reality and
is not recogni zed for Federal tax purposes. Accordingly, we hold
that petitioner earned the wages and other incone at issue, and

the incone is includable in his gross incone. See MManus V.

Conmi ssioner, T.C. Menpb. 2006-68; N chols v. Conmm ssioner, T.C

Meno. 2003-24, affd. 79 Fed. Appx. 282 (9th Cr. 2003).
For 2004 respondent determ ned that petitioner is subject to
capital gains tax on $90,000 fromthe sale of a 50-percent

interest in real estate. Although petitioner clains that he had

“On brief petitioners raise evidentiary issues with respect
to certain exhibits respondent offered. The Court addressed the
adm ssibility of the exhibits at trial, and there is no basis to
reconsi der the adm ssion of the exhibits into evidence.
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a basis of $67,000 in the property, he did not attenpt to
substantiate his basis. Nor did petitioner establish that he
qualifies for the exclusion of gain fromthe sale of a principal
resi dence under section 121 because he did not show that he owned
and used the property as his principal residence for 2 or nore
years during the 5-year period preceding the sale. Finally,
petitioner did not establish that he is entitled to a long-term
capital loss carryover as reported on the 2004 Form 1041.
Accordingly, petitioner is subject to tax on $90,000 in capital
gain for 2004 fromthe sale of the real estate.®

B. | ncone Attributable to Karen Lizal ek Under Community
Property Laws

The deficiency determ nations agai nst Karen Lizal ek are
based upon Wsconsin community property laws that attribute an
undi vi ded one-half interest in one spouse’s inconme during the
marriage to the other spouse. See Ws. Stat. Ann. sec. 766.31

Gerczak v. Estate of Gerczak, 702 NW2d 72, 78 (Ws. C. App.

2005). Respondent argues that petitioner and Karen Lizal ek were
married and were domciled in the State of Wsconsin during the
years at issue and were subject to the Wsconsin Uniform Marital
Property Act. See Ws. Stat. Ann. sec. 766.31. Petitioner

contends that he was a resident and domciliary of the State of

°The trust also reported the sale of a 50-percent interest
in the sane property in 2002. Respondent did not determ ne a
deficiency wwth respect to the 2002 sale.



- 12 -
I[I'linois during the years at issue. Petitioner and Karen Lizal ek
further contend that they are not legally married.

For Federal tax purposes the State |law of the marital
domcile generally controls the determ nation of marital status.

See Dunn v. Conm ssioner, 70 T.C. 361, 365-366 (1978), affd.

wi t hout published opinion 601 F.2d 599 (7th Cr. 1979); Eccles v.

Comm ssi oner, 19 T.C. 1049, 1051 (1953), affd. per curiam 208

F.2d 796 (4th Gr. 1953). |In addition, the State | aw of the
taxpayer’s domcile, rather than a place of tenporary residence,
controls the application of State community property |aws. Park

v. Comm ssioner, 79 T.C 252, 287 (1982), affd. w thout published

opinion 755 F.2d 181 (D.C. Gr. 1985); Wbb v. Conm ssioner, T.C

Menmo. 1996- 550.

Al t hough petitioner denies that he was domciled in
W sconsin during the years at issue, it is not necessary to
determne his State of dom cile because we find that petitioner
and Karen Lizalek were not married during the years at issue.
Accordingly, they are not subject to Wsconsin community property
| aws irrespective of petitioner’s State of domicile. Petitioner
testified that he is married to Karen Lizal ek under the | aws of
God. However, he testified that they do not have a valid State-
i ssued marriage |license and they did not participate in a civil
marriage cerenony. W find petitioner’s testinony to be

credible. Common |aw nmarriage is not recognized in the State of
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W sconsin. Watts v. Watts, 405 N.wW2d 303, 309 (Ws. 1987); see

Ws. Stat. Ann. sec. 765.16 (West 2009). W hold that petitioner
and Karen Lizalek were not married during the years at issue for
pur poses of Wsconsin community property |laws and Karen Lizal ek
is not |liable for taxes on one-half of petitioner’s incone.
Accordingly, there is no deficiency in Karen Lizalek’'s taxes for
any year at issue.

Respondent anended his answer to assert increased
deficiencies and additions to tax against petitioner in the event
that we find that the incone at issue is not marital property.
Respondent bears the burden of proof with regard to any increased
deficiencies. See Rule 142(a)(1). For the reasons stated above,
respondent has nmet his burden of proof with respect to the
i ncreased deficiencies. W sustain respondent’s determ nation of
i ncreased deficiencies against petitioner for each year at issue
on the basis that the entire anount of incone at issue is
i ncludable in his gross incone.

C. Additions to Tax and Penalty

Respondent determ ned that petitioner is liable for
additions to tax for failure to tinely file a return under
section 6651(a)(1l), failure to tinely pay tax under section
6651(a)(2), and failure to pay estimted i ncone tax under section
6654(a), for each year at issue. The Conm ssioner bears the

burden of production with respect to a taxpayer’s liability for
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additions to tax under sections 6651(a)(1) and (2) and 6654(a).

Sec. 7491(c); Rule 142(a); Higbee v. Conmm ssioner, 116 T.C. 438,

446- 447 (2001). Once respondent neets his burden of production,
petitioner bears the burden of proof as to substantial authority,
reasonabl e cause, or simlar provisions. See sec. 7491(c); Rule

142(a); Hi gbee v. Commi ssioner, supra at 446-447. In an

anendnent to answer, respondent asserted increased additions to
tax based on the asserted increased deficiencies for each year at
issue. To the extent respondent bears the burden of proof for
the increased additions to tax, we find that respondent has net

t hat bur den. See Bhattacharyya v. Conm ssioner, T.C. Mnob. 2007-

19 n.19; Howard v. Commi ssioner, T.C Meno. 2005-144.

Section 6651(a)(1l) inposes an addition to tax for failure to
file a return on the date prescribed unless such failure is due
to reasonabl e cause and not due to willful neglect. Petitioner
did not file individual returns for the years at issue. He
argues that the Lizalek Trust properly reported the incone at
i ssue on Forns 1041. Petitioner’s frivolous trust argunments do
not constitute reasonable cause for his failure to file.
Accordingly, we hold that petitioner is liable for the section
6651(a) (1) addition to tax for each year at issue.

Section 6651(a)(2) inposes an addition to tax for failure to
tinmely pay the amount shown as tax on a return unless such

failure is due to reasonabl e cause and not willful neglect. The



- 15 -
addition to tax applies to an anobunt of tax shown on a return.

Cabirac v. Comm ssioner, 120 T.C 163, 170 (2003). Respondent

prepared substitutes for returns for petitioner that neet the
requi renents of section 6020(b). The substitutes for returns are
treated as returns filed by the taxpayer for purposes of
determ ning the amount of a section 6651(a)(2) addition to tax.
Sec. 6651(g)(2). Petitioner has not paid the tax due and has not
established that his failure to tinely pay was due to reasonabl e
cause. Accordingly, petitioner is liable for the section
6651(a)(2) addition to tax for each year at issue.

Section 6654(a) inposes an addition to tax on an
under paynent of estimated tax. A taxpayer generally nust pay
estimated tax for a particular year if he has a “required annual

paynment” for that year. \Wheeler v. Conm ssioner, 127 T.C 200,

211 (2006), affd. 521 F.3d 1289 (10th Cir. 2008). A taxpayer’s
requi red annual paynent is equal to the |lesser of: (1) 90
percent of the tax shown on the individual’s return for that
year, or if no returnis filed, 90 percent of the tax for such
year, or (2) if the taxpayer filed a return for the imredi ately
precedi ng tax year, 100 percent of the tax shown on that return.

Sec. 6654(d)(1)(B); Weeler v. Conmm ssioner, supra at 210-211

The Comm ssioner nust produce evidence that the taxpayer failed
to file a return for the preceding year to establish a required

annual paynent. \Wheeler v. Conm ssioner, supra at 210-212.
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Petitioner did not file individual returns for 2001 through 2005
and did not pay estimated tax for those years. |In addition, he
did not file an individual return for 2000. W do not find that
a statutory exception to the addition to tax applies for any year
at issue. Therefore, petitioner is liable for the section
6654(a) additions to tax for 2001 through 2005.

Respondent al so determ ned additions to tax and a penalty
agai nst Karen Lizal ek. Because we hold that Karen Lizal ek does
not have unreported income and does not owe a tax deficiency for
any year at issue, she is not liable for the additions to tax or
t he penalty.

D. Section 6682 Penalty for Providing Fal se Wthhol di ng
| nf ormati on

Taxpayers have a right to a hearing before a levy is nade on
any property. Sec. 6330(a). At the hearing a taxpayer may raise
any relevant issues relating to the unpaid tax or lien filing,

i ncludi ng challenges to the appropriateness of the collection
action and possible collection alternatives. Sec. 6330(c)(2)(A).
Taxpayers may rai se challenges to the existence or anmount of the
underlying tax liability at a CDP hearing if they did not receive
a notice of deficiency or otherw se have an opportunity to

di spute the underlying tax liability. Sec. 6330(c)(2)(B)

Foll ow ng the hearing, the Appeals officer nmust determ ne
whet her to proceed with the collection action, taking into

account verification that the requirenents of applicable | aw and
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adm ni strative procedures have been net, any relevant issues the
t axpayer raised, and whether the collection action bal ances the
need for the efficient collection of taxes with the legitimte
concern of the taxpayer that any collection action be no nore
i ntrusive than necessary. Sec. 6330(c)(3).

For determ nations nmade after Cctober 16, 2006, we have
jurisdiction to review all determnations in section 6330
proceedi ngs. Sec. 6330(d)(1); Pension Protection Act of 2006,
Pub. L. 109-280, sec. 855, 120 Stat. 1019. Respondent concedes
that the Court should consider the underlying nerits of the
section 6682 penalty. Were the validity of the underlying tax
l[tability is properly at issue, the Court will review the matter

de novo. Sego v. Comm ssioner, 114 T.C 604, 610 (2000); Goza v.

Comm ssioner, 114 T.C 176, 181-182 (2000). Oherw se, the Court

reviews the adm nistrative determ nation regarding the collection

action for abuse of discretion. Seqo v. Commi ssioner, supra at

610; Goza v. Commi ssioner, supra at 182. The abuse of discretion

standard requires the Court to deci de whether the Appeals
officer’s determ nation was arbitrary, capricious, or wthout

sound basis in fact or | aw Mai |l man v. Conmi ssioner, 91 T.C.

1079, 1084 (1988).
Section 6682(a) inmposes a $500 civil penalty for providing
false information with respect to inconme tax w thhol di ng where

there is no reasonabl e basis for such informati on. Respondent
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i nposed a section 6682 penalty agai nst petitioner for submtting
a false Form W4 for 2005 on which he clainmed to be exenpt from
Federal incone tax w thholding. Petitioner received substanti al
wages during 2004 and 2005 that he was required to report on his
i ndi vidual returns. He did not substantiate that he was entitled
to deductions for 2005 that would offset his tax liability from
his 2005 wages. On the Form W4 subm tted petitioner falsely
clainmed that he had no tax liability for 2004 or 2005, in order
to avoi d Federal incone tax withholding. Petitioner argues that
he is not |liable for the penalty because the Form W4 was
submtted for the Lizalek Trust. Petitioner’s argunents are
wi thout merit and do not provide a reasonable basis for claimng
an exenption fromw thhol ding for 2005. Accordingly, petitioner
is liable for the section 6682 penalty.

In addition, the settlenment officer did not abuse his
di scretion in sustaining the | evy against petitioner. The
settlenment officer verified that all requirenents of applicable
| aw and adm nistrative procedure were nmet and considered the
argunents petitioner raised. See sec. 6330(c)(3). During the
CDP hearing, petitioner made frivolous argunents that he was not
liable for taxes on his wages because the Lizal ek Trust earned
t he wages and reported them for both 2004 and 2005. He refused
to discuss paynent of the penalty and did not provide any

collection alternatives, stating that he would rather file for



- 19 -
bankruptcy than pay the $500 civil penalty. W hold that
respondent did not abuse his discretion in sustaining the |evy.

E. Sancti ons Under Section 6673

Section 6673(a)(1l) authorizes the Court to inpose sanctions
agai nst a taxpayer of up to $25,000 where the taxpayer (1)
institutes or maintains a proceeding primarily for delay, (2)
advances frivol ous or groundl ess positions, or (3) unreasonably
fails to pursue available adm nistrative renedies. Section
6673(a)(2)(B) authorizes the Court to inpose sanctions agai nst
t he Comm ssioner for attorney m sconduct by ordering the
Comm ssioner to pay attorney’s fees, excess costs, and expenses
i ncurred because of such conduct.

Respondent filed a notion for sanctions agai nst petitioner
in docket No. 14298-07 for maintaining this action primrily for
del ay and asserting frivolous argunents. Petitioners filed a
cross-notion for sanctions against respondent in each of the
docket ed cases all eging that respondent breached his fiduciary
duties and w thhel d excul patory evidence. Petitioners assert
nunmerous frivolous argunments to support sanctions agai nst
respondent relating to the Ofice of Managenent and Budget
nunbers on tax fornms and the Paperwork Reduction Act of 1995, 44
U S.C. secs. 3501-3520 (2000), respondent’s alleged intimdation,
threats of liens, and extortion to interfere with petitioner’s

obligations as the trustee of the Lizalek Trust, and respondent’s
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purported attenpts to defraud the United States as the
beneficiary of the Lizalek Trust. There is no evidence of
attorney m sconduct and no basis to inpose sanctions agai nst
respondent. Accordingly, we shall deny petitioners’ notions for
sancti ons.

Al t hough petitioner raised frivol ous argunents in these
proceedi ngs, we decline to inpose sanctions against himat this
time because this is the first instance that he presented the
argunents in Federal court. Accordingly, we shall deny
respondent’s notion for sanctions w thout prejudice to renew. W
warn petitioner that his argunment that an SSA-created trust
earned the wages and ot her incone at issue and his use of Form
1041 to report his personal inconme are frivolous and w thout
merit. This Court may inpose a section 6673 penalty of up to
$25,000 if he institutes subsequent proceedings that advance
simlar groundl ess argunents or if he engages in any conduct that

del ays the final resolution of these proceedi ngs.



To reflect the foregoing,
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An appropriate order and

decision will be entered in

docket No. 3202-07L.

Deci sion will be entered

for petitioner in docket No.

14297-07.

Deci sion will be entered

under Rule 155 in docket No.

14298-07.

Deci sion will be entered

for petitioner in docket No.

14299-07.



