JOHN M & CARVINE P. LANGHAM § STATE OF ALABANA
617 OGak Avenue DEPARTMENT OF REVENUE
Prichard, Al abama 36610-2363, § ADM NI STRATI VE LAW DI VI SI ON

Taxpayers, § DOCKET NO. | NC. 95-265
V. §
STATE OF ALABANA §

DEPARTMENT OF REVENUE.

FI NAL ORDER

The Revenue Departnent assessed incone tax against John M and
Carvi ne P. Langham (together "Taxpayers") for 1989 through 1992.
The Taxpayers appeal ed to the Adm nistrative Law D vi sion pursuant
to Code of Ala. 1975, §40-2A-7(b)(5)a. A hearing was conducted on
August 7, 1996 in Mbile, Al abans. Daniel Mns represented the
Taxpayers. Assi stant Counsel Duncan Crow represented the
Depart nent .

The issue in this case is whether the Departnent correctly
di sal | oned travel expenses deducted by the Taxpayers on their 1989
t hrough 1992 Al abama ret urns.

Carvine P. Langham (individually "Taxpayer") was a nenber of
the Gty of Prichard Water & Sewer Board during the years in issue.
She received travel expense checks from the Board during those
years for the purpose of attending various semnars, business
nmeetings, etc. throughout the United States. The Board esti mated
t he anobunt of the expenses based on the location of the trip. The
Board did not require the Taxpayer to keep records or otherw se
verify how t he expense noney was used.

The Taxpayers received 1099 forms from the Board, and
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accordingly reported the expense incone on their Al abama returns
for the subject years. They also clained travel expenses relating
to the trips on Schedule Cin each year. The incone and expenses

reported in each year are:

YEAR | NCOVE REPORTED EXPENSES CLAI MED NET
1989 $21, 797 $21, 923 ($126)
1990 $22, 742 $22, 863 ($121)
1991 $14, 363 $14, 442 ($ 79)
1992 $ 8,890 $ 8,899 $ 9

The Departnent audited the Taxpayers and requested records to
verify the cl ai ned expenses. The Taxpayers failed to provide any
records. The Departnent consequently conputed the allowable
expenses using information from the WMbile County District
Attorney's Ofice.

The Taxpayer had been indicted by a Mobile County grand jury
on ethics charges concerning overpaynent of travel expenses. In
conjunction with that case, the Mbile County District Attorney
prepared a chart showi ng the business trips nmade by the Taxpayer
from August 31, 1989 through June 20, 1991, the anounts paid by the
Board to the Taxpayer, and the actual expenses incurred by the
Taxpayer . There is no evidence explaining how the District
Attorney determ ned the Taxpayer's actual expenses on the chart.

In any case, the Departnent allowed the expenses as shown on the
chart. The District Attorney also had records indicating that
the Taxpayer had paid parking tickets at various out-of-state
| ocations. The Departnent allowed the standard m | eage expense for

car travel to those locations. The total expenses allowed by the
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Departnent were $3,756.60 in 1989, $4,227.71 in 1990, $1,635.50 in
1991, and $0.00 in 1992. (The District Attorney did not include
1992 in his investigation.) Al'l other clainmed expenses were
di sal | oned, which resulted in the final assessnents in issue.

The Taxpayers conplain that the District Attorney's chart does
not allow them enough expenses. However, the Taxpayers were
obligated to keep adequate and conplete records from which the
cl ai mred expenses could be verified. Code of Ala. 1975, §40-2A-
7(a)(1). They failed to do so, even though any taxpayer,
especially a public official, should know to keep records for tax
purposes. Having failed to keep any records, the Taxpayers cannot
now conplain that the Departnent's cal cul ati ons based on the best

available information are inexact. Jones v. C|I.R, 903 F.3d 1301

(10th Gr. 1990). The Taxpayer testified concerning her trips,
where she stayed, howlong it took to get to and fromthe | ocation,
the expenses incurred during the trips, etc. However, the
Departnent is not required to rely on the verbal assertions of a

taxpayer. State v. Mack, 411 So.2d 799 (Ala.C v. App. 1982).

Wthout adequate records, all «clainmed deductions nust be

di sal | owed. US v. Wdtke, 627 F.Supp. 1034 (1985). The

Department still allowed the expenses on the District Attorney's
chart, even though there is no docunentary evidence that the
Taxpayer actually nmade the trips in question. It is ironic that
t he Taxpayers now attack the District Attorney's information as
i nconpl ete, al though no expenses would have been allowed but for

that information
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Al t hough not addressed at the hearing, | al so question how the
Taxpayers' return preparer cal culated the cl ai med expenses if the
Taxpayers were unable to obtain records verifying those
expendi t ur es.

The Taxpayers provided three receipts at the hearing. One for
$215 i s undated and thus cannot be accepted. Another is fromthe
Her shey Hotel in Phil adel phia showi ng cash paynents totaling $583.

However, the Departnent allowed the Taxpayers $1,032.80 for that
trip. The third receipt for $420 is dated February 25, 1991. But
again, it is not clear if the Taxpayers were already all owed credit
for that expense by the District Attorney. Any questionabl e
expenses nmust be rejected. Under the circunstances, the Taxpayers
cannot be all owed additional expenses for the three receipts.

The final assessnents are affirned. Judgnent is entered
agai nst the Taxpayers for 1989 incone tax of $1,442.06, 1990 incone
tax of $1,180.39, 1991 incone tax of $734.90, and 1992 incone tax
of $597. 31.

This Final Order nay be appealed to circuit court within 30
days pursuant to Code of Ala. 1975, §40-2A-9(9).

Entered Septenber 18, 1996.

Bl LL THOMPSON
Chi ef Adm nistrative Law Judge



