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MVEMORANDUM OPI NI ON

VELLS, Judge: Respondent determ ned a deficiency in
petitioner’s 1998 Federal incone tax of $3,161, a section
6651(a)(1) addition to tax for failure to file of $788.25, and a
section 6654(a) addition to tax for failure to pay estimated
inconme tax of $144.25. The issues to be decided are whet her

petitioner is liable for the deficiency as determ ned by
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respondent, whether petitioner is liable for the additions to tax
as determ ned by respondent, and whether petitioner is |iable for
a penalty under section 6673. All section and Code references
are to the Internal Revenue Code, as anended, and all Rule
references are to the Tax Court Rules of Practice and Procedure.

Backgr ound

The facts in this case have been established by the Court’s
order of Decenber 28, 2005.' At the tine of filing the petition,
petitioner resided in Blythewod, South Carolina. Petitioner was
married to Rose Siron throughout 1998.

During 1998, petitioner received conpensation fromFN
Manuf acturing, Inc. (FN Manufacturing), of $27,011.27 and
recei ved conpensation fromthe State Board of Technical and
Conpar ati ve Education (the State Board) of $323. FN
Manuf acturing and the State Board each issued petitioner a
1998 Form W2, Wage and Tax Statenent, reflecting those

paynments. FN Manufacturing withheld zero Federal incone taxes

1As di scussed bel ow, on Nov. 18, 2005, respondent filed a
noti on to show cause why proposed facts and evi dence shoul d not
be accepted as established pursuant to Rule 91(f). On Nov. 21,
2005, we granted respondent’s notion and further ordered
petitioner to file a response in conpliance with Rule 91(f)(2) or
respondent’ s proposed stipul ati ons woul d be deened established
and an order would be entered pursuant to Rule 91(f)(3).
Petitioner never responded to our order, and, accordingly, we
ordered the facts deened established on Dec. 28, 2005.
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fromits paynents to petitioner,? and the State Board withheld
$8.

Petitioner did not file a 1998 Federal inconme tax return,
and respondent prepared a substitute for return for petitioner
pursuant to section 6020(b).® Because petitioner did not elect
to file ajoint return with Rose Siron, respondent determ ned
petitioner’s filing status to be married filing separate.
Accordi ngly, respondent determ ned petitioner’s taxable incone
for 1998 to be $21,084.°

On April 2, 2004, respondent mailed a statutory notice of
deficiency to petitioner. |In response, petitioner tinely filed a

petition with this Court for a redeterm nation of the deficiency.

The petition made the follow ng contentions: “I do not have any
tax liability. | deny the figures and content of the Notice of
Deficiency. | dispute the conputations. |In the year in
gquestion, | had dependents, deductions, credits, business

expenses, etc. Have appeals contact ne.”

2Fromthe record, it appears that petitioner clained 99
exenptions on a Form W4, Enployee’s Wthhol ding Al |l owance
Certificate, with respect to his 1998 Federal incone tax
wi t hhol di ngs.

3The parties have nmade no contentions as to whether the
substitute for return respondent prepared in the instant case
satisfies sec. 6020(Db).

‘Respondent reduced petitioner’s $27,334 of gross incone by
a $3,550 standard deduction and $2, 700 of exenpti ons.
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In June of 2004, petitioner designated Kansas City,

M ssouri, as the place of trial, and the Court set the case for
trial at the Kansas City trial session beginning February 14,
2005. On Novenber 17, 2004, petitioner filed a notion to

conti nue and change place of trial to Colunbia, South Carolina.
The Court granted petitioner’s notion.

In a letter dated June 9, 2005, respondent’s counsel
notified petitioner that Rule 91 requires parties to “agree which
facts and docunents are not in dispute, and submt themto the
court as a ‘Stipulation of Facts.’” Accordingly, respondent’s
counsel requested that petitioner respond to the foll ow ng
guestions and requests for information:

1. Did you file a 1998 federal inconme tax return? |If
so, please provide a copy of the return.

2. Do you agree that FN Manufacturing, Inc. paid you
$27,011 in 19987

3. Do you agree that the State Board of Technical &
Conpr. Education paid you $323 in 1998?

4. Do you agree that you paid nortgage interest in
t he amount of $4,161 in 1998? (This is the only
expense which was reported to the Service).

5. How many dependents did you have in 19987 What
were their nanmes and ages? Were did each
dependent |ive?

6. Pl ease provi de docunments show ng all Schedule A
item zed deductions you claim if any, for the
t axabl e year 1998, including invoices, cancelled
checks, and receipts.
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7. Pl ease provi de docunments show ng all Schedule C
expenses, if any, you claimfor the taxable year
1998, including invoices, cancelled checks, and
receipts.

8. Pl ease provi de docunents showing all credits you
claimfor the taxable year 1998.

In a letter to respondent’s counsel dated June 25, 2005,
petitioner responded that FN Manufacturing paid petitioner
$27,011 in 1998, that the State Board paid petitioner $323 in
1998, and that petitioner did not file a 1998 Federal incone tax
return. The letter stated that it was immaterial whether
petitioner paid nortgage interest in 1998 or had dependents.
Additionally, the letter refused to provi de docunents
substanti ati ng deductions clainmed on Schedule A Item zed
Deducti ons, or expense deductions clainmed on Schedule C, Profit
or Loss from Business, on grounds that petitioner was not
required to file a 1998 Federal incone tax return and refused to
provi de docunents substantiating clained credits on grounds that
such informati on had not been proven to be required.

On July 14, 2005, respondent’s counsel submtted to
petitioner a proposed stipulation of facts based upon the
information provided in petitioner’s letter dated June 25, 2005.
The proposed stipulation of facts stated that, at the tine of
filing the petition, petitioner resided in Blythewbod, South
Carolina, that petitioner did not file a 1998 Federal incone tax

return, that FN Manufacturing paid petitioner $27,011 during
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1998, and that the State Board paid petitioner $323 during 1998.
Respondent’ s proposed stipulation of facts referenced the
foll ow ng docunments: (1) The statutory notice of deficiency;
(2) respondent’s letter to petitioner dated June 9, 2005;
(3) petitioner’s letter to respondent dated June 25, 2005; and
(4) respondent’s certified literal transcript for petitioner.
Addi tional ly, respondent provided petitioner with a copy of
respondent’s publication entitled “The Truth About Frivol ous Tax
Argunents” and directed petitioner to the publication’s
di scussion of penalties that may be i nposed on taxpayers who take
frivol ous positions. Respondent also provided petitioner with a

copy of Hodges v. Comm ssioner, T.C Meno. 2005-168, in which the

Tax Court inposed a section 6673 penalty on the taxpayer for
advancing a frivol ous argunent.

In a letter to respondent’s counsel dated August 2, 2005,
petitioner stated that any stipul ations would be premature until
the conpletion of the discovery process. Additionally,
petitioner disputed the rel evance of Hodges, and the
af orenenti oned I RS publication.

In a letter to petitioner dated August 25, 2005,
respondent’s counsel informed petitioner that respondent would

request that the Court inpose a penalty pursuant to section 6673
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if petitioner persisted in raising frivolous argunents. The
letter stated that petitioner could be required to pay a penalty
of $25,000 pursuant to section 6673.
On August 26, 2005, respondent filed respondent’s requests
for adm ssion, which nmade the follow ng contentions:

1. The petitioner lived in Blythewod, South
Carolina, at the tinme of the filing of his
petition in this case.

2. The petitioner did not file a federal incone tax
return for the taxable year 1998.

3. Attached as Exhibit 1 is an authentic copy of the
notice of deficiency mailed to petitioner on Apri
2, 2004.

4. During 1998, FN Manufacturing, Inc., paid
petitioner wages in the amount of $27,011.

5. FN Manufacturing, Inc., issued petitioner a Form
W2 for the taxable year 1998 reflecting wages in
t he amount of $27,011.

6. During 1998, the State Board of Technical and
Conpr. Education paid petitioner wages in the
amount of $323.

7. The State Board of Technical and Conpr. |ssued
petitioner a FormW2 for the taxable year 1998
reflecting wages in the anpbunt of $323.

8. During 1998, the State Board of Technical and
Conpr. Education withheld federal inconme tax in
t he amobunt of $8 fromthe anmbunt paid to
petitioner.

9. Petitioner was narried to Rose Siron during the
entire year of 1998.

10. Attached as Exhibit 2 is a certified literal
transcript of petitioner’s 1998 federal incone tax
account .
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PLEASE TAKE NOTI CE that pursuant to Tax Court Rule

90, a witten answer to these requests nust be filed

with the Tax Court and a copy served on the undersigned

within 30 days after service of these requests for

adm ssi on.
Al so on August 26, 2005, respondent | odged a response to
petitioner’s requests for adm ssion. As petitioner had filed no
request for admission with this Court, as of that date,® the
Court ordered petitioner to file a request for adm ssion by
Sept enber 26, 2005. However, petitioner failed to file such a
request for adm ssion in conpliance with the Court’s order.
| nst ead, on Septenber 26, 2005, petitioner filed a response to
respondent’s request for adm ssions. Petitioner admtted that he
was married to Rose Siron throughout 1998, that he resided in
Bl yt hewood, South Carolina, at the tinme of filing the petition,
t hat FN Manufacturing paid petitioner conpensation of $27,011
during 1998, that the State Board paid petitioner conpensation

of $323 during 1998, and that the State Board wi thhel d Federal

income tax of $8. However, with respect to respondent’s requests

°Respondent submitted to the Court a docunent purporting to
be “Petitioner’s First Request for Adm ssions” as an exhibit to
respondent’s notion to show cause why proposed facts and evi dence
shoul d not be accepted as established. The docunent was signed
by petitioner and dated Aug. 29, 2005, but was not filed with
this Court by petitioner. The docunent contained a series of
i ncoherent and illogical argunents purporting to rely on the 16th
Amendnent, the Internal Revenue Code, and Suprene Court
deci si ons.
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for adm ssion that petitioner did not file a 1998 Federal incone
tax return, petitioner’s response stated:

Respondent does not further identify the “federal

income tax return” sufficiently as to Form Nunber,

Title, and OMB. Nunber, to create with any certainty

the identification of the “tax return” so that

Petitioner can admt or deny with certainty any

required “tax return”.

| f Respondent had stated such return was required, and

further identified said required return as to its Form

Nunmber and O M B. Nunber, then Petitioner could respond

wWith certainty.

Condi tionally denies pending further definition.

On Cctober 13, 2005, respondent submtted to petitioner a
revised stipulation of facts (the revised stipulation of facts)
that omtted the paragraph relating to petitioner’s failure to
file a 1998 Federal inconme tax return. The revised stipulation
of facts also noted petitioner’s objections to the accuracy of
the statutory notice of deficiency and other docunents.
Respondent requested that petitioner sign the revised stipulation
of facts and return it to respondent’s counsel.

In a letter to respondent’s counsel dated Cctober 29, 2005,
petitioner stated that none of respondent’s proposed stipul ations

had nerit. Wth the letter dated Cctober 29, 2005, petitioner

submtted to respondent his own proposed stipulations, conprising
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various irrelevant and/or illogical statenments sonme of which are
set forth bel ow

Petitioner received a “Notice of Deficiency” in error,
as he has not yet been proven to be a ‘taxpayer’ for
pur poses of said “Notice of Deficiency”.

* * * * * * *

The Comm ssioner’s enpl oyees refused, and continue to
refuse to provide law(s) and/or authoritative

regul ation(s) to the Petitioner proving that he was
subject to any part of Title 26, United States Code,
Subtitle A for 1998.

* * * * * * *

Petitioner has derived no inconme fromany of the
sources naned by Congress in Title 26, USC, Subtitle A

* * * * * * *

There are no laws and/or authoritative regulations in
Title 26, USC, Subtitle A that require a sovereign
citizen to file a Form 1040, U.S. Individual Incone Tax
Return, O M B. Nunber 1545-0074 for any noney earned in
the private sector of the U S. econony.

* * * * * * *

Title 26, USC, Sections 6212 and 6213 have no
authoritative or inplenenting regul ations.

* * * * * * *

For soverei gn persons who have no requirenent to file
and pay a Form 1040, U.S. Individual Incone Tax Return,
O. M B. nunber 1545-0074; the legal contest to prove

ot herwi se nust be in conpliance with 26 USC, Sections
7401 and 7403.

On Novenber 18, 2005, respondent filed a notion to show

cause why proposed facts and evidence shoul d not be accepted as
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established.® As noted supra note 1, we granted respondent’s
notion and further ordered petitioner to file a response in
conpliance with Rule 91(f)(2) or respondent’s proposed
stipul ati ons woul d be deened established. Petitioner failed to
file a response. Consequently, we ordered the facts deened
stipul ated pursuant to Rule 91(f)(3).

On January 9, 2006, the parties appeared at trial, and
respondent filed a notion for penalty pursuant to section 6673.

Di scussi on

Section 61(a) provides that gross incone includes all incone
from what ever source derived except as ot herw se provided.
Specifically, gross incone includes conpensation for services.
Sec. 61(a)(1l). Section 6012(a) generally requires the filing of
a tax return by every individual with gross inconme equal to or
exceedi ng the exenption anount.

Petitioner contends that he had no taxable inconme in 1998
and, consequently, that he was not required to file an incone tax
return or pay incone tax. However, petitioner concedes that he
recei ved $27,011. 27 of conpensation from FN Manufacturing and
$323 of conpensation fromthe State Board during 1998.

Petitioner has not nmade any viable contention or offered any

evi dence as to why that conpensation should not be included in

5The proposed facts referenced in respondent’s notion to
show cause are nearly identical to the revised stipulation of
facts.
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his taxable incone for 1998. Consequently, we concl ude that
petitioner’s taxable incone for 1998 includes the paynents
received from FN Manufacturing and the State Board.

Section 6651(a)(1l) provides for an addition to tax of 5
percent of the tax required to be shown on the return for each
month or fraction thereof for which there is a failure to file,
not to exceed 25 percent. The addition to tax for failure to
file areturntimely will be inposed if the returnis not filed
tinmely unless the taxpayer shows that the delay was due to
reasonabl e cause and not willful neglect. Sec. 6651(a)(1).
Respondent bears the burden of production with respect to the
addition to tax. Sec. 7491(c). The record denonstrates that
petitioner failed to file a 1998 Federal incone tax return.
Petitioner has made no contention and offered no evi dence that
t he del ay was due to reasonabl e cause and not willful neglect.
Consequently, we conclude that petitioner is liable for the
section 6651(a)(1l) addition to tax for failure to file as
determ ned by respondent.

Section 6654(a) provides for an addition to tax for an
under paynment of estimated tax by an individual. This addition to
tax is mandatory unl ess one of the statutorily provided
exceptions applies. Sec. 6654(e). The record denonstrates that
petitioner did not remt any estimated tax paynents for 1998, and

none of the statutory exceptions applies. Consequently, we
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conclude that petitioner is liable for the section 6654(a)
addition to tax as determ ned by respondent.
Section 6673(a)(1l) authorizes this Court to require a
t axpayer to pay a penalty not in excess of $25,000 whenever the
t axpayer’s position is frivolous or groundless or the taxpayer
has instituted or pursued the proceeding primarily for del ay.
SEC. 6673. SANCTI ONS AND COSTS AWARDED BY COURTS.
(a) Tax Court Proceedings. --
(1) Procedures instituted primarily for
del ay, etc.--Wenever it appears to the Tax Court
t hat —-
(A) proceedings before it have been
instituted or mai ntai ned by the taxpayer

primarily for delay,

(B) the taxpayer’s position in such
proceeding is frivolous or groundl ess, or

(C the taxpayer unreasonably failed to
pursue avail able adm nistrative renedies,

the Tax Court, in its decision, nay require the

taxpayer to pay to the United States a penalty not in

excess of $25, 000.

The record denonstrates that petitioner advanced frivol ous
and groundl ess argunents during the instant proceedings. W

shall not refute frivol ous argunments with copious citation and

ext ended di scussion. WlIllians v. Conm ssioner, 114 T.C 136,

138-139 (2000) (citing Crain v. Comm ssioner, 737 F.2d 1417, 1417

(5th Cir. 1984)). The record is replete with warnings to

petitioner that a penalty could be inposed if petitioner
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conti nued making frivol ous argunents. As noted above, in July of
2005, respondent’s counsel provided petitioner with a copy of
respondent’s publication entitled “The Truth About Frivol ous Tax
Argunents” and directed petitioner to the publication’s

di scussion of penalties that may be i nposed on taxpayers who take
frivol ous positions. Respondent also provided petitioner with a

copy of Hodges v. Comm ssioner, T.C Meno. 2005-168, in which the

Tax Court inposed a penalty on the taxpayer pursuant to section
6673. Additionally, in a letter to petitioner dated August 25,
2005, respondent’s counsel inforned petitioner that respondent
woul d request that the Court inpose a section 6673 penalty if
petitioner persisted in raising frivolous argunents. As noted
above, respondent filed a notion for a section 6673 penalty at
trial.

Mor eover, the record denonstrates that petitioner instituted
proceedi ngs before this Court primarily for delay. Petitioner
initially designated Kansas City as the place of trial despite
his residence in South Carolina throughout the proceedi ngs.
Petitioner refused to agree to respondent’s proposed stipulation
of facts, based upon information provided by petitioner, despite
the efforts of respondent’s counsel to accommobdate all of
petitioner’s specific conplaints.

For the foregoing reasons, we conclude that petitioner has

intentionally made frivol ous argunents in these proceedi ngs and
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has instituted these proceedings primarily for delay, wasting the
limted resources of the Federal tax system Consequently, we
shal |l grant respondent’s notion and require petitioner to pay to
the United States a penalty of $1,500 pursuant to section
6673(a)(1).

To reflect to foregoing,

An appropriate order and

decision will be entered.




