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Before:  GOODWIN, WALLACE, and W. FLETCHER, Circuit Judges.

Ronald D. Neufeld and Nadine M. Neufeld appeal pro se from the Tax

Court’s decision sustaining the assessment of the Commissioner of Internal

Revenue (“Commissioner”) regarding income tax deficiencies and accuracy-related
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penalties for 2001 and 2002, and from the Tax Court’s imposition of a $1,000

penalty for maintaining a frivolous position.  We have jurisdiction under 26 U.S.C.

§ 7482(a).  We review de novo the Tax Court’s legal conclusions and for clear

error its factual findings, Kelley v. Comm’r, 45 F.3d 348, 350 (9th Cir. 1995), and

for an abuse of discretion its imposition of a penalty, Larsen v. Comm’r, 765 F.2d

939, 941 (9th Cir. 1985) (per curiam).  We affirm.

Contrary to the Neufelds’ contention, their substantial understatement of tax

liability constituted an underpayment for purposes of the accuracy-related

penalties.  See 26 U.S.C. §§ 6662(a), (b), (d), 6664(a).  

The Tax Court’s finding that the underpayment was due to negligence was

not in clear error given the Neufelds’ admissions that they did not review or

discuss the tax documents prepared for them.  See Hansen v. Comm’r, 471 F.3d

1021, 1028-29 (9th Cir. 2006) (explaining that the negligence inquiry looks to the

extent of the taxpayer’s effort to assess the proper tax liability and the correctness

of claimed deductions and exclusions).  

The Tax Court did not abuse its discretion by imposing a penalty because the

Neufelds were warned that their arguments were frivolous but persisted with them. 

See 26 U.S.C. § 6673(a)(1).  The Neufelds had ample opportunity to respond to the

Commissioner’s request for a penalty before a penalty was imposed, and we are
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unpersuaded that the penalty was otherwise unconstitutional.  See SEC v.

McCarthy, 322 F.3d 650, 659 (9th Cir. 2003) (stating that due process requires

notice and an opportunity to be heard); Larsen, 765 F.2d at 941 (rejecting as

frivolous the argument that the § 6673 penalty provision infringes upon First

Amendment rights).

The Neufelds’ remaining contentions are unpersuasive.

  AFFIRMED. 


