Goodwin v. Commissioner, 73 T. C. 215 (1979)

A guilty plea to filing false tax returns estops a taxpayer from denying fraud in a
subsequent civil tax proceeding.

Summary

David Goodwin, a local politician, pleaded guilty to filing false tax returns for
1968-1970. The Tax Court held that this conviction estopped Goodwin from denying
the falsity of his returns in a civil tax case. The court found that Goodwin received
unreported income from kickbacks, leading to tax deficiencies and fraud penalties.
The decision underscores the application of collateral estoppel in tax fraud cases,
impacting how similar cases are approached in future legal proceedings.

Facts

David Goodwin, a committeeman and mayor of Hamilton Township, New Jersey, also
served as Chief of the Bureau of Recreation for the State. During 1968-1970, he
received cash payments from companies doing business with the township, which he
did not report on his tax returns. Goodwin pleaded guilty to violating section 7206(1)
of the Internal Revenue Code for filing false returns for these years. The IRS later
determined deficiencies and fraud penalties against him.

Procedural History

Goodwin was indicted and pleaded guilty to three counts of filing false tax returns
for 1968, 1969, and 1970. He was sentenced to probation and fined. Subsequently,
the IRS issued a notice of deficiency and fraud penalties. Goodwin petitioned the Tax
Court, which ruled against him, applying collateral estoppel based on his guilty plea.

Issue(s)

1. Whether Goodwin’s guilty plea to violating section 7206(1) estopped him from
denying that his tax returns for 1968-1970 were false and fraudulent due to
unreported income?

2. Whether there was an underpayment of tax for each of the years 1968-1970, any
part of which was due to fraud?

3. Whether Goodwin failed to report income in the amounts determined by the IRS?

Holding

1. Yes, because the guilty plea to filing false returns under section 7206(1) is a
judicial admission of fraud, estopping Goodwin from denying the falsity of his
returns.

2. Yes, because the court found clear and convincing evidence that the
underpayments were due to Goodwin’s fraudulent omission of income.

3. Yes, because Goodwin failed to prove that the IRS’s determinations of unreported
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income were incorrect.
Court’s Reasoning

The court applied the doctrine of collateral estoppel, citing cases like Arctic Ice
Cream Co. v. Commissioner and Considine v. Commissioner, which hold that a guilty
plea to a criminal charge has the same effect as a conviction after a trial on the
merits. Goodwin’s plea was an admission that he knowingly filed false returns,
which was an ultimate fact necessary for the fraud penalty under section 6653(b).
The court reviewed evidence of unreported income from kickbacks and found
Goodwin’s claim of being a mere conduit for the Democratic Club unconvincing. The
court concluded that the IRS’s determination of unreported income was correct,
except for six payments where Goodwin provided sufficient evidence.

Practical Implications

This case establishes that a guilty plea to filing false tax returns can estop a
taxpayer from denying fraud in subsequent civil tax proceedings, simplifying the
IRS’s burden of proof in such cases. It impacts how attorneys should advise clients
considering plea agreements, as the plea may have broader implications in civil tax
disputes. The decision also affects how courts analyze tax fraud cases, emphasizing
the application of collateral estoppel. Subsequent cases like Tomlinson v. Lefkowitz
have applied this principle, reinforcing its significance in tax law.
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