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This matter involves a prelimnary assessnent of inconme tax
entered by the Revenue Departnent (Departnent) against Jack B. and
Nell J. Hunter (Taxpayers) for the calendar year 1983. A hearing
was conducted in the matter on August 18, 1987. The Taxpayers were
present and represented thensel ves. Revenue Departnent assistant
counsel Nancy |. Cottle appeared on behalf of the Departnent.
Based on the evidence submtted in the case, the foll ow ng findings
of fact and conclusions of |aw are hereby nmade and entered.

FI NDI NGS OF FACT

The Internal Revenue Service (IRS) made adjustnents to the
Taxpayers' 1983 federal return, and in accordance wth
federal / state exchange agreenents submtted their revenue agent's
report (R A R) to the Departnent for exam nation. Based on said
federal adjustnents, the Departnent (1) disallowed unreinbursed
busi ness expenses for neals and | odging in the anount of $3,596. 00,
(2) included as incone $1, 150.00 in wages received fromK-Mart, and
(3) denied a clai med dependent deduction of $300.00 relating to the

Taxpayers' grandson.
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At the admnistrative hearing, the husband testified that
whil e he had travel ed extensively during 1983 as a roofer, he did
not keep any receipts or other records of his expenses relating
thereto. The wife also conceded that she had worked from K- Mart
for approximately six to eight nonths in late 1982 and possibly
1983. However, concerning the clainmed dependent exenption for
their grandson, both Taxpayers testified that they had during the
period in dispute and do presently provide financial support for
t he child.

CONCLUSI ONS OF LAW

Code of Ala. 1975, 8§40-1-5(c) requires that all taxpayers nust
keep adequate records sufficient to verify their tax liability as
reported to the Departnent. Accordingly, a taxpayer claimng a
deduction has the burden of docunenting that the deduction is

i ndeed appropriate. Brundidge MIling Co. v. State, 228 So.2d 475.

In the present case, the Taxpayers admitted that they kept no
records to verify neals and |[|odging expenses incurred in
conjunction with the husband's enploynent as a roofer. Wiile in
sone instances an estinmate of expenses is allowable, Cohan v.

Comm ssi oner, 39 F.2d 540, such estimation is appropriate only if

the deductible event, i.e. travel and neals relating to work, is
established and the only uncertainty concerns the anmount to be
al | oned.

In the instant case, the Taxpayers not only failed to verify
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the amount of the clained neal and |odgi ng expenses, but also
failed to establish by date and | ocati on whet her such expenses had
in fact been incurred. The Taxpayers' verbal assertions, wthout

docunentation, are insufficient. State v. Levey, 29 So.2d 129.

The federal information provided to the Departnent also
indicated that the wife had received wages from K-Mart in 1983.
The wife did not directly dispute the RA R findings, and in fact
admtted that she may have worked at K-Mart for a short period in
1983. Consequently, the additional wages included by the federal
gover nnment shoul d be uphel d.

Code of Ala. 1975, §40-18-19(a)(7) provides a $300.00
exenption for each person, i.e. dependent, who during the subject
tax year received over one-half of his or her support from the
claimng taxpayer. The Taxpayers in the present case clained their
grandson as a dependent on both their federal and Al abana returns
in 1983. However, the IRS rejected the exenption because the
Taxpayers failed to fill out various forns verifying that they had
in fact provided over one-half of the child s support in the
subj ect year

At the adm nistrative hearing, both Taxpayers testified that
the child, now eight years old, has lived with and been excl usively
supported by them since infancy. The Taxpayers further presented
school records and a letter from their daughter, the child's

not her, whi ch supported their contention that they had provided al
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of the child's support during 1983. Based thereon, the Taxpayers

shoul d be all owed a dependency exenption relating to the child for
t he subject year

The above considered, the Revenue Departnent is hereby
directed to adjust the final assessnent so as to allow for the
dependent exenption. Al other adjustnents nmade by the Depart nent
shoul d be uphel d. Sai d assessnent should then be nmade final as
adjusted, with applicable interest as required by statute.

Done this 26th day of August, 1987.

Bl LL THOMPSON
Chi ef Adm nistrative Law Judge



