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Senyszyn v. Commissioner, 146 T. C. No. 9 (2016)

In a landmark decision, the U. S. Tax Court ruled that Bohdan and Kelly Senyszyn
owe no federal income tax deficiency for 2003, despite Bohdan’s guilty plea to tax
evasion. The court found that the IRS agent’s calculations of unreported income
were incorrect, as the Senyszyns had repaid more than they had misappropriated.
This case highlights the limits of collateral estoppel in tax cases, emphasizing that a
criminal conviction does not automatically establish a civil tax deficiency when the
evidence suggests otherwise.

Parties

Bohdan  Senyszyn  and  Kelly  L.  Senyszyn,  petitioners,  filed  pro  se  against  the
Commissioner of Internal Revenue, respondent, represented by Marco Franco and
Lydia A. Branche. The case progressed through the U. S. Tax Court, with no appeals
noted beyond the decision issued.

Facts

Between 2002 and 2004, Bohdan Senyszyn misappropriated funds from David Hook,
a business associate. A criminal investigation ensued, and a revenue agent, Carmine
DeGrazio, examined records to determine unreported income for 2003. DeGrazio
concluded  that  Senyszyn  received  $252,726  more  from  Hook  than  he  repaid.
Senyszyn pleaded guilty to tax evasion under I. R. C. sec. 7201, stipulating to the
unreported income. However, the Tax Court found that Senyszyn had repaid more
than  the  amount  determined  by  DeGrazio,  resulting  in  no  net  income  from
misappropriation for 2003.

Procedural History

The  Commissioner  issued  a  notice  of  deficiency  dated  February  15,  2011,
determining a deficiency of $81,746 for the Senyszyns’ 2003 tax year, along with
fraud and accuracy-related penalties. The Senyszyns timely filed a petition with the
U. S.  Tax Court.  The Commissioner later increased the asserted deficiency and
penalties. The Tax Court, after reviewing the evidence, found no deficiency and
entered a decision for the petitioners.

Issue(s)

Whether the Tax Court should uphold a tax deficiency for the Senyszyns for the year
2003,  given Bohdan Senyszyn’s  guilty  plea  to  tax  evasion and the IRS agent’s
determination of unreported income?

Whether the doctrine of collateral estoppel should apply to establish a minimum
deficiency consistent with the criminal conviction?

Rule(s) of Law
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The Tax Court applies the preponderance of the evidence standard in deficiency
cases. I. R. C. sec. 7201 requires an underpayment for tax evasion, but the exact
amount is not necessary for a conviction. Collateral estoppel may apply when an
issue is actually and necessarily determined in a prior case, but its application is
discretionary and depends on the purposes of the doctrine being served.

Holding

The Tax Court held that the Senyszyns were not liable for any deficiency in their
federal income tax for 2003, as the evidence showed that Bohdan Senyszyn repaid
more than the amount determined by the IRS agent to have been misappropriated.
The court also declined to apply collateral estoppel to uphold a minimum deficiency,
as it would not serve the purposes of the doctrine given the evidence presented.

Reasoning

The  Tax  Court’s  decision  was  based  on  a  detailed  analysis  of  the  evidence,
particularly  the  financial  transactions  between  Senyszyn  and  Hook.  The  court
accepted the method used by Agent DeGrazio but found an error in his calculation of
repayments.  The  court  determined  that  Senyszyn  made  repayments  totaling
$483,684 in 2003, which exceeded the $481,947 of benefits received, resulting in no
net income from misappropriation.

Regarding collateral estoppel, the court recognized that a conviction under I. R. C.
sec. 7201 requires an underpayment but not a specific amount. The court exercised
its  discretion to  not  apply  collateral  estoppel,  as  it  would not  promote judicial
economy  or  prevent  inconsistent  decisions.  The  court  emphasized  that  the
inconsistency between the criminal conviction and the civil finding of no deficiency
was due to Senyszyn’s guilty plea, not conflicting court findings.

The court also considered policy considerations, noting that upholding a minimum
deficiency would not align with the evidence and could lead to an unjust result. The
decision reflects a careful balance between respecting the criminal conviction and
ensuring that the civil tax liability is determined based on the evidence presented.

Disposition

The Tax Court entered a decision for the petitioners, finding no deficiency in their
federal income tax for 2003 and thus no basis for the asserted penalties.

Significance/Impact

This case is significant for its clarification of the limits of collateral estoppel in tax
deficiency cases. It establishes that a criminal conviction for tax evasion does not
automatically translate into a civil tax deficiency when the evidence in the civil case
does  not  support  such  a  finding.  The  decision  underscores  the  importance  of
independent factual determinations in civil  tax cases, even in the presence of a
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related criminal conviction.

The ruling also has practical implications for taxpayers and the IRS, emphasizing the
need  for  accurate  calculations  of  income  and  repayments  in  cases  involving
misappropriated funds. It may encourage more scrutiny of IRS determinations in
similar cases and highlight the potential for discrepancies between criminal and civil
proceedings.


