Richardson v. Commissioner, T. C. Memo. 1993-565

Fraudulent failure to file tax returns and the use of altered documents to mislead the
court can result in significant penalties and affirm the imposition of fraud additions
to tax.

Summary

Richardson v. Commissioner involved a taxpayer who did not file his tax returns for
three consecutive years and then attempted to mislead the court by altering checks
and forging his wife’s signature on purported joint returns. The Tax Court found that
the taxpayer fraudulently failed to file his tax returns for 1985, 1986, and 1987, and
was liable for fraud additions to tax under section 6653(b). The court also upheld the
imposition of penalties for failure to pay estimated taxes and a maximum penalty of
$25,000 under section 6673(a) for his groundless position and delaying tactics. The
case underscores the severe consequences of attempting to deceive the IRS and the
court, emphasizing the importance of filing returns and the potential for penalties
when using fraudulent means to evade taxes.

Facts

Petitioner Richardson was married and resided in New York during the years in
issue (1985, 1986, and 1987). He did not file tax returns for these years despite
having filed a timely return for 1984 and extensions for 1986 and 1987. Richardson
claimed he and his wife had filed joint returns, presenting altered copies of checks
and forged joint returns to support this claim. His wife later filed separate returns
for these years, refuting his claims. Richardson also failed to cooperate with the IRS
and the court’s orders throughout the proceedings, and his attempts to substantiate
deductions were inadequate and unconvincing.

Procedural History

The IRS issued statutory notices determining deficiencies and additions to tax for
the years 1985, 1986, and 1987. Richardson filed petitions challenging these
determinations. The IRS amended its answers to reflect married filing separate
status, increasing the deficiencies and alleging fraud. After trial, the Tax Court
found Richardson liable for fraud additions to tax, upheld the increased deficiencies,
and imposed a $25,000 penalty under section 6673(a) for his groundless position
and delaying tactics.

Issue(s)

1. Whether Richardson failed to file income tax returns for 1985, 1986, and 1987.

2. Whether Richardson’s underpayments were attributable to fraud or, alternatively,
to negligence.

3. Whether Richardson substantiated his claimed deductions.

4. Whether deficiencies and additions to tax should be determined using the tax
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tables for married individuals filing separate returns.
5. Whether Richardson is liable for additions to tax for failure to pay estimated tax.
6. Whether Richardson is liable for a penalty under section 6673(a).

Holding

1. Yes, because Richardson did not file returns for the years in issue, as evidenced
by the lack of IRS records and his use of falsified documents.

2. Yes, because Richardson’s actions, including altering documents and forging
signatures, demonstrated a clear intent to evade taxes.

3. No, because Richardson failed to provide credible substantiation for his claimed
deductions.

4. Yes, because Richardson was married at the end of each year in issue and did not
file joint returns, justifying the use of married filing separate tax tables.

5. Yes, because Richardson did not make estimated tax payments and did not qualify
for any exceptions.

6. Yes, because Richardson’s actions were groundless and intended primarily for
delay, warranting the maximum penalty under section 6673(a).

Court’s Reasoning

The Tax Court applied the legal standard that the IRS must prove fraud by clear and
convincing evidence. Richardson’s failure to file returns for three consecutive years,
coupled with his submission of altered checks and forged returns, provided such
evidence. The court noted that altering documents is a “clear badge of fraud” and
emphasized Richardson’s lack of cooperation with the IRS and the court as further
evidence of his intent to evade taxes. The court rejected Richardson’s attempts to
substantiate deductions due to his reliance on unconvincing testimony and
inadequate documentation. The decision to use the married filing separate tax tables
was supported by Richardson’s marital status and his wife’s separate filings. The
court imposed the maximum penalty under section 6673(a) due to Richardson’s
groundless position and deliberate delaying tactics.

Practical Implications

This case highlights the severe consequences of failing to file tax returns and
attempting to deceive the IRS and the court. Practitioners should advise clients of
the importance of timely filing and the risks of falsifying documents. The ruling
underscores the IRS’s ability to prove fraud through a taxpayer’s course of conduct
and the court’s willingness to impose significant penalties for such behavior. This
case also serves as a reminder of the need for careful substantiation of deductions
and the potential for increased deficiencies when a taxpayer’s filing status changes.
Subsequent cases may reference Richardson v. Commissioner as a precedent for the
imposition of fraud penalties and section 6673(a) sanctions in similar circumstances.
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