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Beard v. Commissioner, 82 T. C. 766 (1984)

A document altered to misrepresent tax liability does not constitute a valid tax
return, and filing such a document results in penalties for failure to file and frivolous
claims.

Summary

Robert Beard filed a tampered Form 1040 for 1981, altering it to classify his wages
as  non-taxable  receipts,  claiming  zero  tax  liability.  The  IRS rejected  the  form,
asserting Beard owed taxes on his wages and penalties for not filing a valid return.
The Tax Court granted summary judgment to the IRS, holding that Beard’s altered
form did not qualify as a return because it did not honestly attempt to comply with
tax laws. The court also imposed penalties for Beard’s intentional disregard of tax
rules and for filing a frivolous claim, emphasizing the importance of using official
forms and the consequences of tax protests.

Facts

Robert D. Beard received $24,401. 89 in wages from Guardian Industries in 1981.
Instead of filing an official Form 1040, Beard submitted a modified version of the
form, altering line and margin captions to categorize his wages as “Non-taxable
receipts” and claiming a zero tax liability. He attached a memorandum arguing that
his wages were not taxable income based on the “equal exchange” theory. The IRS
rejected the form, and Beard challenged the resulting deficiency and penalties in the
Tax Court.

Procedural History

The IRS issued a notice of deficiency to Beard, who then petitioned the Tax Court.
The IRS moved for summary judgment, arguing that Beard’s altered form did not
constitute a valid return and that penalties should be imposed for failure to file and
for frivolous claims. The Tax Court granted the IRS’s motion for summary judgment.

Issue(s)

1. Whether Beard’s altered Form 1040 constitutes a valid tax return under sections
6011, 6012, 6072, and 6651(a)(1) of the Internal Revenue Code?
2. Whether Beard’s wages are taxable income?
3. Whether Beard is entitled to a jury trial in Tax Court proceedings?
4.  Whether Beard’s  failure to  include his  wages in  taxable income was due to
negligence or intentional disregard of rules and regulations under section 6653(a)?
5. Whether damages should be awarded to the United States under section 6673 for
instituting proceedings merely for delay?

Holding
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1. No, because Beard’s altered form did not honestly and reasonably attempt to
comply with tax laws, and thus did not constitute a valid return.
2. Yes, because wages are clearly defined as taxable income under section 61 of the
Internal Revenue Code.
3. No, because there is no right to a jury trial in Tax Court proceedings concerning
federal tax liability.
4. Yes, because Beard’s actions were deliberate and showed intentional disregard of
tax rules and regulations.
5. Yes, because Beard knowingly instituted a frivolous proceeding merely for delay,
justifying damages under section 6673.

Court’s Reasoning

The Tax Court reasoned that a valid tax return must be made according to the forms
and regulations  prescribed by the IRS,  as  mandated by section 6011(a)  of  the
Internal  Revenue  Code.  Beard’s  altered  form  did  not  comply  with  these
requirements, as it was designed to deceive and did not honestly attempt to satisfy
tax laws. The court cited Supreme Court precedent, emphasizing that a return must
contain sufficient data to calculate tax liability, purport to be a return, reflect an
honest attempt to comply with tax laws, and be executed under penalties of perjury.
Beard’s form failed these criteria, leading to the court’s conclusion that it was not a
valid return. The court also rejected Beard’s argument that his wages were not
taxable  income,  affirming  that  wages  are  taxable  under  section  61.  The  court
imposed penalties for Beard’s intentional disregard of tax rules and for filing a
frivolous  claim,  highlighting  the  importance  of  using  official  forms  and  the
consequences of tax protests.

Practical Implications

This decision reinforces the importance of using official tax forms and the severe
consequences of filing altered forms to misrepresent tax liability. Taxpayers and
practitioners must adhere strictly to IRS forms and regulations, as any attempt to
deceive  or  protest  through  altered  forms  will  be  rejected  and  may  result  in
significant  penalties.  The  ruling  also  discourages  tax  protest  movements  by
emphasizing the frivolous nature of claims like the “equal exchange” theory. Future
cases involving similar altered forms will likely be decided similarly, with courts
upholding penalties for failure to file valid returns and for frivolous claims. This
decision underscores the IRS’s authority to reject non-compliant submissions and
the Tax Court’s role in penalizing frivolous tax protests.


