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SUMMARY

The Supreme Court of Missouri affirmed an Administrative Hearing Commission decision holding
SEBA, LLC liable for unpaid sales tax, statutory interest, and a five percent addition to tax. The Court
held that SEBA’s inadequate recordkeeping shifted the burden of proof under Missouri law and
supported the director’s estimate-based assessment of taxable sales. The Court also upheld the denial
of certain claimed tax exemptions because SEBA failed to provide sufficient documentary evidence.
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DISPOSITION affirmed

PROCEDURAL POSTURE SEBA petitioned for judicial review of an Administrative Hearing
Commission decision affirming a state sales-tax assessment, statutory
interest, and a five-percent addition to tax. The Missouri Court of
Appeals, Western District, transferred the case to the Supreme Court of
Missouri because it involved construction of Missouri revenue laws.

STANDARD OF REVIEW The Court affirms the AHC when its decision is authorized by law and
supported by competent and substantial evidence on the record as a
whole, unless clearly contrary to the reasonable expectations of the
General Assembly. The Court reviews the AHC's interpretation of a
revenue statute de novo.
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QUESTIONS PRESENTED

1. Whether the AHC properly placed the burden of proof on SEBA under section 136.300.1(2) because
SEBA lacked adequate transaction records and did not provide reasonable access to them.

2. Whether the Director's estimate-based calculation of SEBA's taxable sales, including the average retail
sale and cash-to-credit ratio, was supported by competent and substantial evidence.

3. Whether SEBA proved that sales to St. John the Baptist Church and St. Patrick Center were exempt from
sales tax and whether the AHC was required to take judicial notice of an unoffered directory.

4. Whether the AHC properly imposed a five-percent addition to tax under section 144.250.3 for
negligence or intentional disregard of tax rules.

5. Whether SEBA's reliance on its accountant's professional services precluded the negligence addition.

HOLDINGS

1. Because SEBA failed to maintain adequate records of its transactions and did not provide the
Department reasonable access to complete records, SEBA bore the burden of proof on factual issues
relevant to its tax liability under section 136.300.1(2).

2. The Director may estimate a taxpayer's gross receipts when the taxpayer fails to make or support a
required return, and the AHC's adoption of the auditor's estimate was authorized by law and supported
by competent and substantial evidence.

3. SEBA failed to prove by clear and unequivocal evidence that sales to St. John the Baptist Church and St.
Patrick Center were exempt, and the AHC was not required to take judicial notice of an unoffered
directory that SEBA never requested the AHC to notice.

4. The five-percent addition to tax under section 144.250.3 was properly imposed because SEBA
negligently failed to maintain adequate and accurate business records, thereby failing to make a
reasonable attempt to comply with state tax laws.

KEY QUOTATIONS

“In this case, the auditor had no choice but to estimate SEBA’s gross receipts pursuant to section 144.250.4
based on the information she possessed at the time of the audit because SEBA wholly failed to maintain any
records during the audit period.” (at 9)

“SEBA failed to offer such proof or maintain such records and, therefore, did not carry its burden of proof.”
(at 20)

“Reasonable business taxpayers should have a means to track inventory sales, which SEBA did not.” (at 24)

FACTUAL BACKGROUND



SEBA operated a donut shop whose sales included retail and wholesale transactions. Its cash register produced a
single receipt tape, it lacked a secondary method for tracking sales, and SEBA did not maintain or produce
complete receipts, inventory records, exemption certificates, and other business records requested during the
audit. The Director's auditor used available July 2015 records to estimate SEBA's taxable sales for the audit
period, calculated a cash-to-credit ratio, and assessed additional sales tax, interest, and a five-percent addition for
negligence. SEBA also failed to prove that sales to two organizations were exempt and challenged the
assessment methodology and negligence addition.

PROCEDURAL HISTORY

The Director of Revenue audited SEBA's sales records for October 1, 2011, through September 30, 2014,
estimated taxable sales because SEBA's records were incomplete and unreliable, and assessed unpaid sales tax,
interest, and a five-percent negligence addition. The AHC affirmed the assessment, with a reduction for certain
exempt sales. SEBA sought judicial review, and the case was transferred from the Western District of the
Missouri Court of Appeals to the Supreme Court of Missouri. The Supreme Court affirmed the AHC's decision.

DISPOSITION

affirmed
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