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BEFORE THE STATE BOARD OF TAX APPEALS
STATE OF ARIZONA
100 North 15™ Avenue - Suite 140
Phoenix, Arizona 85007
602.364.1102

SHUKRIYYAH E. CANADA, Docket No. 1904-03-|

Appellant,

VS. NOTICE OF DECISION:

FINDINGS OF FACT AND

ARIZONA DEPARTMENT OF REVENUE, CONCLUSIONS OF LAW

Appellee.
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The State Board of Tax Appeals, having considered all evidence and arguments presented, and
having taken the matter under advisement, finds and concludes as follows:

FINDINGS OF FACT

Through an exchange of information agreement with the Internal Revenue Service (“IRS"), the
Arizona Department of Revenue (the "Department”) learmed that Shukriyyah E. Canada (“Appellant”), an
Arizona resident, filed federal income tax retumns for 1998, 1999, 2000 and 2001 (*Audit Period™) but did
not file Arizona retumns for these years.

Thereafter, the Department issued assessments, based on the IRS information and W-2 forms
provided by Appellant, of income tax, a late-filing penalty,’ and Interest. The Department subsequently]
abated the penalty. In calculating the assessments, the Department allowed for the personal exemption
and standard deduction and credit for the Arizona withholding reported on Appellant's W-2 forms.

Appellant timely protested the assessment to the Department’s hearing officer. She claimed that

in 1999, while obtaining tax forms from the U.S. Post Office, an unknown patron stated “you don't have to

! The Department had imposed this penalty for tax year 1998 only.
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Notice of Decision
Docket No. 1904-03-1

file if your income was less than $15,000." Appellant claims she took the tax booklet and forms but,
based on the verbal information, she did not file Arizona retums in 1999 or obtain tax booklets for
subsequent years.

The hearing officer upheld the assessment. Appellant then protested the hearing officer's
decision to the Director of the Department who affirmed the hearing officer's decision. Appellant now
timely appeals to this Board.

DISCUSSION

The issue before the Board is whether Appellant is liable for the tax and interest assessed. The;
presumption is that an assessment of additional income tax is correct, and Appellant bears the burden of
overcoming that presumption. See Arizona State Tax Commission v. Kieckhefer, 67 Ariz. 102, 191 P.2d
729 (1948).

A.R.S. § 43-301 provide as follows:

A. An individual whose income is taxable under this title shall file a return with
the department if he has, for the taxable year:

<} An Arizona adjusted gross income of five thousand five hundred dollars or
over, if single or married filing a separate return.

2 An Arizona adjusted gross income of eleven thousand dollars or over if
married filing a joint return pursuant to A.R.S. § 43-309.

3. A gross income of fifteen thousand dollars or over, regardless of the
amount of taxable income.

Appellant essentially argues that (A)(1) and (A)(3), which apply to her as a single person, should
be read together in such a way that only taxpayers who earn $15,000 or more “and” whose Arizona
adjusted gross income is $5,500 or more are required to file Arizona retums. Thus, taxpayers who earn
less than $15,000 are not required to file Arizona returns no matter what their Arizona adjusted gross
income is. Because it is undisputed that Appellant earned less than $15,000 during the Audit Period, she
argues that she was not required to file Arizona retums and no tax is due.

The Department argues that (A)(1) and (A)(3) are separate considerations for filing. Thus)
taxpayers who earn $15,000 gross income “or" who have Arizona adjusted gross income of $5,500 of]

more are required to file Arizona retumns. A&ordingly, even taxpayers who, like Appellant, eam less than|
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$15,000 in a tax year are required to file retums if they have Arizona adjusted gross income of $5,500 or]
more for that year.

Unfortunately, the statute is not prdperly punctuated, and it could conceivably be read as
Appellant proposes. However, when read in context, the use of the conjunction, “and,” renders the|
subsection meaningless,? while the use of the conjunction, “or,” gives the subsection a rational meaning.
Moreover, the instruction booklets that accompanied the return forms during the Audit Period, including]
the 1999 booklet Appellant admittedly obtained from the U.S Post Office, are clear and correctly support
the long-standing requirements of the law. Therefore, the Board finds that Appellant was required to filéf
returns during the Audit Period and is liable for the tax assessed. Further, because the interest imposed
represents a reasonable interest rate on the tax due and owing and is made part of the tax by statute, if
may not be abated. Biles v. Robey, 43 Ariz. 276, 286, 30 P.2d 841 (1934).

CONCLUSIONS OF LAW

1. The assessment is valid, and Appellant is liable for the tax assessed. A.R.S. § 43-301; see
Arizona State Tax Commission v. Kieckhefer, 67 Ariz. 102, 191 P.2d 729 (1948).
2. The interest imposed represents a reasonable interest rate on the tax due and owing and is
made part of the tax by statute; therefore, it may not be abated. Biles v. Robey, 43 Ariz. 276, 286, 30
P.2d 841 (1934).

ORDER

THEREFORE, IT IS HEREBY ORDERED that the appeal is denied, and the final order of the

Department is affirmed.

ZA taxpayer cannot be “single or married filing a-separate return as stated in (A)(1) and “married filing a joint return”
as stated in (A)(2).
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This decision becomes final upon the

unless either the State or taxpayer brings an action in superior court as provided in A.R.S. § 42-1254.

DATED this 20th day of

WLR:alw

CERTIFIED

Copies of the foregoing
Mailed or delivered to:

Shukriyyah E. Canada
P.O. Box 26290
Tempe, Arizona 85285

Elizabeth S. Hill

Assistant Attorney General
Civil Division, Tax Section
1275 West Washington Street
Phoenix, Arizona 85007

October

expiration of thirty (30) days from receipt by the taxpayer,

, 2003.
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William R. Raby, Chairman




