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PANUTHOS, Chief Special Trial Judge: This case was heard

pursuant to the provisions of section 7463 of the Internal
Revenue Code in effect at the tinme the petition was filed. The
decision to be entered is not reviewable by any other court, and
this opinion should not be cited as authority. Unless otherw se
i ndi cat ed, subsequent section references are to the Internal
Revenue Code in effect for the year in issue, and all Rule

references are to the Tax Court Rules of Practice and Procedure.
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Respondent determ ned that petitioner is liable for a

deficiency in Federal inconme tax of $6,662 and an addition to tax
under section 6651(a)(1) of $999.30 for the 2000 taxable year.
After concessions,! the issues for decision are: (1) Wether
petitioner is entitled to clainmed item zed deductions and (2)
whet her petitioner is liable for the alternative m ni numtax
(sonetines referred to as AMI) for the 2000 taxabl e year

Backgr ound

Sone of the facts have been stipulated, and they are so
found. The stipulation of facts and the attached exhibits are
i ncorporated herein by this reference. At the tine the petition
was filed petitioner resided in Blue Jay, California.

On June 17, 2001, petitioner filed a Form 1040, U. S
| ndi vi dual I ncone Tax Return, for the 2000 taxable year (2000
income tax return). Petitioner did not request, nor did he
receive, an extension to file his 2000 i ncone tax return.
Petitioner reported wages of $50,921, such anobunt al so being
reported as petitioner’s adjusted gross incone for the 2000
taxabl e year. Petitioner clained the following item zed

deducti ons on Schedul e A:

! Petitioner concedes that he is liable for the addition to
tax under sec. 6651(a)(1l) for the 2000 taxable year. Petitioner
further concedes that he received, but failed to report wages of
$12, 138 for the 2000 taxable year.



Medi cal and dental expenses - 0-
State and | ocal incone taxes $336
I nt er est - 0-
Gfts to charity 400
Job expenses and nost ot her m scell aneous deducti ons 33, 645
O her m scell aneous deducti ons 500
Total item zed deductions 1$34, 881

. Petitioner incorrectly calculated the total item zed deductions and
cl ai med $34, 145.

The $33, 645 clainmed for “Job expenses and nost ot her

m scel | aneous deductions” was cal culated with reference to

m scel | aneous item zed deductions of $34,663.2 Petitioner did
not report an AMI on his 2000 incone tax return.

During an exam nation of the 2000 incone tax return,
petitioner submtted a Form 1040X, Anended U.S. |Individual |ncone
Tax Return, for the 2000 taxable year (anmended return).

Petitioner reported additional wages of $12,138 and cl ai ned
additional item zed deductions of $12,950. Specifically,
petitioner claimed the follow ng item zed deductions on Schedul e

A of the anended return

Medi cal and dental expenses - 0-
State and | ocal incone taxes $336
I nt er est - 0-
Gfts to charity 400
Job expenses and nost ot her m scell aneous deducti ons 47, 095
O her m scell aneous deducti ons - O0-
Total |teni zed Deductions 1$47, 831

Petitioner incorrectly reported the “Correct amount” as $47, 950.

In the notice of deficiency, respondent determ ned that

petitioner failed to report additional wages of $12,138 (as

2 Taking into consideration the 2-percent floor on
m scel | aneous item zed deducti ons.
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reported by petitioner on the anended return) and that petitioner
was |liable for an AMI of $4,802 for the 2000 taxable year.
Respondent al so determ ned that petitioner was not entitled to
the additional item zed deductions clained on the anended return
and made a downward adj ustnment of $243 to the total item zed
deductions clained for that taxable year.

Di scussi on

The Conmm ssioner’s determnation is presuned correct, and
general ly, a taxpayer bears the burden of proving otherw se.

Rul e 142(a); Welch v. Helvering, 290 U. S. 111, 115 (1933).

Mor eover, deductions are a matter of |egislative grace, and the
t axpayer bears the burden of proving entitlenent to any deduction

cl ai ned. New Colonial Ice Co. v. Helvering, 292 U.S. 435, 440

(1934); Welch v. Helvering, supra at 115. This includes the

burden of substanti ati on. Hr adesky v. Conm ssioner, 65 T.C 87,

90 (1975), affd. per curiam540 F.2d 821 (5th Cr. 1976).

The burden as to a factual issue relevant to the liability
for tax may shift to the Comm ssioner if the taxpayer introduces
credi bl e evidence and satisfies the requirenents under section
7491(a)(2) to substantiate itens, maintain required records, and
fully cooperate with respondent’s reasonabl e requests. Sec.
7491(a). In the present case, the burden of proof remains on
petitioner because he has neither taken a position as to whether

t he burden of proof should be placed on respondent nor
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established that he has conplied with the requirenents of section
7491( a).

| tem zed Deducti ons

Respondent determ ned that petitioner is not entitled to
$243 of the $34,881 clained as total item zed deductions on his
2000 incone tax return. This determ nation was nmade pursuant to
section 67, which provides that “m scellaneous item zed
deductions for any taxable year shall be allowed only to the
extent that the aggregate of such deductions exceeds 2 percent of
adj usted gross incone.” Sec. 67(a). On the 2000 incone tax
return, petitioner clainmed m scellaneous item zed deductions of
$34, 663 before the section 67 reduction. Petitioner’s adjusted
gross incone for the 2000 taxabl e year increased from $50,921 to
$63, 059, the difference being solely attributable to the
addi ti onal wages of $12,138 that petitioner failed to report on
t he 2000 incone tax return.® Because of this difference, the 2-
percent floor on m scell aneous item zed deducti ons under section
67 was “rai sed” by $243. W conclude that respondent has
correctly conputed this adjustnent.

We note that respondent’s determ nation with respect to
item zed deductions was based upon the 2000 inconme tax return and

not the anmended return. \Wile petitioner has cl ainmed additional

3 As indicated, petitioner reported this amount on his
amended return.
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item zed deductions on the anended return, he has not presented
any evidence to substantiate that he is entitled to these
addi tional deductions. |Instead, petitioner contends that the
total item zed deductions should not be Iimted when he
accurately answered the foll owi ng question on |ine 28 of Schedul e
A “ls Form 1040, line 34, over $128,950 (over $64,475 if
married filing separately)?” This limtation, however, is based
upon section 68 and not upon section 67, the latter of which, as
indicated earlier, is the basis of respondent’s determ nation.

We conclude that petitioner is entitled to claimtotal
item zed deductions of $34,638 for the 2000 taxable year, an
amount $243 | ess than $34,881 clai ned on the 2000 i ncome tax
return. Accordingly, we sustain respondent’s determnation with
respect to this issue.

Alternative M ni mum Tax

Respondent determ ned that petitioner is liable for an AMI
of $4,802 for the 2000 taxable year. Section 55 inposes, in
addition to all other taxes inposed by subtitle A, an AMI on
noncor porate taxpayers. The determ nation of a noncorporate
t axpayer’s AMI requires a reconputation of taxable incone,
|l eading to a new tax base or an alternative m nimumtaxabl e
inconme. Sec. 55(b)(2). In making the reconputation, certain
(but not all) item zed deductions are not allowed, nor is the

personal exenption. |In particular, mscellaneous item zed
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deductions are not allowed in the conputation of the alternative
m ni mum t axabl e i ncome. Sec. 56(b)(1)(A)(i). The sum of these
disallowed itens may trigger a liability for the AMI. In the
present case, petitioner’s m scellaneous item zed deductions
al one total $33,402 after application of the 2-percent floor
under section 67. Coupled with the other unall owabl e expenses,
specifically spelled out in the statute, petitioner’s AMI
liability ensues.

Petitioner neverthel ess contends that the AMI is confusing
and conplex, and he is unclear as to why he is liable for the
AMI, which effectively deprives himof the benefit of his
item zed deductions. Congress established the alternative
m ni mum t axabl e i ncone as a broad base of income in order to tax
t axpayers nore closely on their econom c inconme, intending for
all taxpayers to pay their fair share of the overall Federa

income tax burden. Allen v. Conm ssioner, 118 T.C. 1, 5 (2002).

However unfair this statute mght seemto petitioner, the Court

must apply the law as witten. As this Court noted in Hays Corp.

v. Conmm ssioner, 40 T.C 436, 443 (1963), affd. 331 F.2d 422 (7th

Cir. 1964): *“The proper place for a consideration of
petitioner’s conplaint is the halls of Congress, not here.”
Respondent, therefore, is sustained on this issue.

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

Di vi si on.



To reflect the foregoing,

Deci sion will be entered

for respondent.




