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MEMORANDUM FI NDI NGS OF FACT AND OPI NI ON

GCEKE, Judge: This matter is before the Court pursuant to a
petition filed under section 6015(e)(1).! The issue for decision
is whether petitioner is entitled to relief fromjoint and

several liability under section 6015(b), (c), or (f) for unpaid

1Unl ess otherwi se indicated, all section references are to
the I nternal Revenue Code as anended.
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taxes for years 1983, 1984, 1985, 1987, 1990, and 1991. Wth
respect to the claimfor relief under section 6015(b) and (c), we
hold that petitioner is not entitled to relief because there were
no understatements of tax. However, with respect to petitioner’s
claimfor equitable relief under section 6015(f), we hold that
respondent’s denial of relief was an abuse of discretion and that
it would be inequitable to hold petitioner liable for the unpaid
t axes.
FI NDI NGS OF FACT
Sone of the facts have been stipulated and are so found.
The stipulation of facts and the attached exhibits are
i ncorporated herein by this reference. Petitioner resided in
Tustin, California, at the time she filed her petition.

Petitioner and Darrell T. Foor (M. Foor) were married on
March 23, 1983, and separated on May 1, 1989. They filed joint
Federal incone tax returns for the years 1983 through 1991. For
the years 1983, 1984, 1985, 1987, 1990, and 1991, petitioner and
M. Foor did not fully pay the tax liabilities reported on their
returns. No deficiencies were determ ned or assessed agai nst
either petitioner or M. Foor for these years. Petitioner had a
deficiency for 1988. Petitioner and M. Foor were divorced in
1996.

On March 10, 2000, petitioner filed a Form 8857, Request for

| nnocent Spouse Relief (And Separation of Liability and Equitable
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Relief), requesting relief fromjoint and several liability for
the years 1983 through 1996. In her Form 8857 and responses to
informati on requests fromrespondent, petitioner stated that M.
Foor was an al coholic, he frequently lost his job and was in
trouble for al cohol-related incidents, he made fal se deposits
into their joint bank account to obtain noney fromthe bank, his
actions left petitioner wthout enough noney to pay the bills,
and petitioner believed that he clained extra dependents on tax
docunents so that | ess noney would be withheld from his wages.
Additionally, petitioner stated that she cared for her disabled
not her from 1985 until her nother’s death in 1989 and her nother
contributed one-half of the nonthly rent and hel ped buy food
because there was not enough noney.

On Decenber 28, 2001, respondent issued a notice of final
determ nation to petitioner informng her that she was not
entitled to relief fromjoint and several liability under section
6015(b), (c), or (f) for the years 1983, 1984, 1985, 1987, 1990,
and 1991. Respondent granted petitioner relief under section
6015(c) for the 1988 deficiency. Respondent did not address
petitioner’s entitlenment to relief for 1986 and 1989 because
there were no outstanding tax liabilities for those years.

Addi tional ly, respondent did not address petitioner’s entitl enment
to relief for the years 1992 through 1996 because joint returns

were not filed for those years. Respondent’s determ nations were
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based on the conclusions of two revenue agents, Ann Hoel and Al
Petroff (M. Petroff).

In anal yzing petitioner’s entitlenent to equitable relief
under section 6015(f), the revenue agents determned: (1)
Petitioner was divorced at the tine she requested relief; (2)
petitioner would suffer econom c hardship if relief was not
granted; (3) petitioner did not significantly benefit fromthe
unpaid tax liabilities; (4) petitioner had nade a good faith
effort to conply with the Federal incone tax laws in the tax
years followi ng the years at issue; and (5) there were no
percepti bl e asset transfers between petitioner and M. Foor. The
agents determ ned that petitioner knew or had reason to know t hat
the tax liabilities would not be paid and that the liabilities
were not solely attributable to M. Foor. The revenue agents
noted that petitioner was responsible for at |east a portion of
t he under paynents because of inadequate w thhol di ng.

Petitioner filed a petition under section 6015(e) (1) seeking
review of respondent’s determ nations for the taxable years 1983,
1984, 1985, 1987, 1990, and 1991. The petition lists section
6015(b), (c), and (f) and alleges that it would be inequitable to
hol d petitioner responsible for the unpaid taxes.

OPI NI ON
Thi s case involves unpaid taxes for the years in issue.

Because no understatenents of tax or deficiencies are invol ved,
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petitioner is not entitled to relief under section 6015(b) or

(c). See sec. 6015(b)(1) and (c)(1); Washington v. Conm Ssioner,

120 T.C. 137, 146-147 (2003). Therefore, our reviewis limted
to section 6015(f), which permits in certain circunstances relief
fromjoint and several liability for unpaid taxes. Ew ng v.

Conmm ssioner, 118 T.C 494, 497 (2002).

Section 6015(f) permts the Secretary to relieve a spouse of
ltability if, taking into account all the facts and
circunstances, it is inequitable to hold the spouse liable for
any unpaid tax or any deficiency (or any portion of either) and
relief is not available under section 6015(b) or (c). The denial
of equitable relief is reviewed under an abuse of discretion

standard. Washington v. Conm ssioner, supra at 146. In deciding

whet her the determ nation was an abuse of discretion, we consider
evidence relating to all the facts and circunstances. |d. at
148.

Rev. Proc. 2000-15, 2000-1 C. B. 447, contains guidelines
that will be considered in determ ning whether an individual
qualifies for relief under section 6015(f).2 Rev. Proc. 2000-15,
sec. 4.01, 2000-1 C.B. at 448, lists seven threshold conditions

that nmust be satisfied before the Conmm ssioner will consider a

2On Aug. 11, 2003, the Comm ssioner issued Rev. Proc. 2003-
61, 2003-32 |I.R B. 296, which supersedes Rev. Proc. 2000-15,
2000-1 C. B. 447, effective for requests for relief filed on or
after Nov. 1, 2003.
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request for relief under section 6015(f). Respondent agrees that
the threshold conditions are satisfied in this case.

Rev. Proc. 2000-15, sec. 4.02, 2000-1 C. B. at 448, provides
that, in cases where a liability reported on a joint return is
unpai d, relief under section 6015(f) will ordinarily be granted
if the followng three elenments are satisfied: (1) At the tine
relief is requested, the requesting spouse is no |longer married
to or is legally separated fromthe nonrequesting spouse, or has
not been a nmenber of the sane household as the nonrequesting
spouse at any tine during the 12-nonth period ending on the date
relief was requested; (2) at the tinme the return was signed, the
requesti ng spouse had no knowl edge or reason to know that the tax
woul d not be paid; and (3) the requesting spouse will suffer
econom c hardship if relief is not granted. Relief under Rev.
Proc. 2000-15, sec. 4.02, 2000-1 C.B. at 448, is available only
to the extent that the unpaid liability is allocable to the
nonr equesting spouse. 1d. sec. 4.02(2)(b).

If relief is not available under Rev. Proc. 2000-15, sec.
4.02, then Rev. Proc. 2000-15, sec. 4.03, 2000-1 C. B. at 448,
provi des factors that the Conm ssioner wll consider in deciding
whet her to grant relief under section 6015(f). Rev. Proc. 2000-
15, sec. 4.03(1), 2000-1 C.B. at 448-449, lists the follow ng six
factors weighing in favor of granting relief for an unpaid

l[tability: (1) The requesting spouse is separated or divorced
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fromthe nonrequesting spouse; (2) the requesting spouse would
suffer economc hardship if relief is denied; (3) the requesting
spouse was abused by the nonrequesting spouse; (4) the requesting
spouse did not know or have reason to know that the reported
liability would not be paid; (5) the nonrequesting spouse has a
| egal obligation pursuant to a divorce decree or agreenent to pay
the unpaid liability; and (6) the unpaid liability is
attributable to the nonrequesting spouse. Rev. Proc. 2000-15,
sec. 4.03(2), 2000-1 C.B. at 449, lists the followng six factors
wei ghi ng agai nst granting relief for an unpaid liability: (1)
The unpaid liability is attributable to the requesting spouse;
(2) the requesting spouse knew or had reason to know that the
reported liability would be unpaid at the time the return was
signed; (3) the requesting spouse significantly benefited (beyond
normal support) fromthe unpaid liability; (4) the requesting
spouse wi Il not suffer economc hardship if relief is denied; (5)
t he requesting spouse has not nade a good faith effort to conply
with Federal incone tax laws in the tax years follow ng the tax
year to which the request for relief relates; and (6) the
requesting spouse has a | egal obligation pursuant to a divorce
decree or agreenent to pay the unpaid liability. This list is
not exhaustive, no single factor is determ native, and al
factors shoul d be consi dered and wei ghed appropriately. Rev.

Proc. 2000-15, sec. 4.03, 2000-1 C.B. at 448-449.
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In the instant case, the revenue agents found that al nost
all of factors listed in Rev. Proc. 2000-15, secs. 4.02 and 4. 03,
either weighed in petitioner’s favor or were not applicable.
Despite the abundance of positive factors, petitioner’s claimfor
equitable relief was denied. On brief, respondent argues that
petitioner knew or had reason to know at the tinme the returns
were filed that the tax liabilities would not be paid. The
revenue agents’ reports indicate that relief was not granted
because they believed that petitioner was equally responsible for
t he under paynents because of inadequate w thhol di ng.

Petitioner argues that M. Foor had conplete control over
their finances during the years in issue. She clains that he
assured her that the bal ances were paid and that he intercepted
any correspondence fromrespondent. Petitioner contends that she
di d not discover the unpaid balances until after the nmarri age was
di ssol ved.

Petitioner credibly testified that she believed that M.
Foor would pay their tax liabilities. Despite this belief, we
cannot say that the revenue agents acted unreasonably in
determ ning that petitioner had reason to know at the tinme the
returns were signed that the tax liabilities would not be paid.
Petitioner signed the returns for all years in issue, and these
returns showed a bal ance due after allowance for the Federal

income taxes withheld during the years. Thus, she should have
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known that further paynents were required to satisfy each year’s
l[tability. The adm nistrative record indicates that petitioner
knew t hat her husband was not havi ng enough tax w thhel d, was
claimng extra exenptions, and was using the noney to support his
drinking problem In witten responses to the revenue agents’
gquestions, petitioner stated that M. Foor frequently | ost jobs
and was in trouble for alcohol-related incidents, he nade fal se
deposits in their joint checking account to obtain noney fromthe
bank, and petitioner did not have enough noney to pay the bills.
Petitioner’s allegations indicate that she | acked the funds
necessary to pay the tax liabilities and that she was aware that
M. Foor’s financial situation was the same or worse. W believe
that the revenue agents coul d reasonably have concl uded t hat
petitioner had reason to know that the taxes would not be paid at
the tinme she signed the returns.

Qur finding above precludes relief under Rev. Proc. 2000- 15,
sec. 4.02. However, with respect to Rev. Proc. 2000-15, sec.
4.03, petitioner’s reason to know is the only negative factor
t hat respondent specifically argues on brief justifies the denial

of equitable relief. Although this is a strong factor weighing

against relief, it is not determnative. WAshington v.

Conmi ssioner, 120 T.C. at 150-151; Rev. Proc. 2000-15, sec.

4.03(1)(d), 2000-1 C.B. at 449. Respondent admts that petitioner

is divorced, will suffer economc hardship if relief is not
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granted, and had to deal with various problens associated with
M. Foor’s al coholismand her nother’s illness. Respondent
further admts that petitioner did not significantly benefit from
t he unpai d taxes and has made a good faith effort to conply with
the Federal income tax laws in the years follow ng the years at
i ssue, and there were no perceptible asset transfers between
petitioner and M. Foor.

The revenue agents’ workpapers reflect that an additi onal
reason that equitable relief was not granted was that they
bel i eved petitioner’s w thhol di ng was i nadequate and di d not
cover her share of the tax liabilities. At trial, M. Petroff
testified that he reviewed the tax returns and Forns W2, Wage
and Tax Statenent, for 1988, 1990, and 1992 in making this
determ nation, but that he did not review the returns or Fornms W
2 for any earlier years. The years in issue are 1983, 1984,
1985, 1987, 1990, and 1991. Thus, M. Petroff’s determ nation
that petitioner’s wages were underwithheld for the other 5 years
in issue was based on his assunption that there was a conti nuous
pattern of inadequate w thhol di ng.

M. Petroff also testified that a requesting spouse cannot
be relieved of liability for tax attributable to her own incone
under the rules for relief fromjoint and several liability.
Petitioner’s informati on subm ssions to the revenue agents and

her testinony reflect that she believed that her w thhol di ng was
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adequate to pay her tax liabilities, and she also testified that
if she had filed with a status of single, her wthhol di ng woul d
have exceeded her tax liabilities. The evidence in the record
i ndi cates that she informed M. Petroff that she believed her
wi t hhol di ng was adequate to pay her tax liabilities.

Al t hough a requesting spouse is not entitled to relief under
Rev. Proc. 2000-15, sec. 4.02, for unpaid taxes attributable to
her, this does not foreclose her eligibility for equitable
relief. Rev. Proc. 2000-15, sec. 4.03, applies to requesting
spouses who satisfy the threshold conditions of Rev. Proc. 2000-
15, sec. 4.01, but do not qualify for relief under Rev. Proc.

2000- 15, sec. 4.02. See VWashington v. Conmni ssioner, supra at

151; Collier v. Comm ssioner, T.C. Meno. 2002-144. Additionally,

Rev. Proc. 2000-15, sec. 4.03(2)(a), 2000-1 C.B. at 449, provides
that whether an unpaid liability is attributable to the
requesting spouse is a factor to consider. Thus, M. Petroff’s
testinony indicates that he may have incorrectly applied the
revenue procedure in this case.® M. Petroff’s testinony and

wor kpapers indicate that a significant reason for denying relief

SRev. Proc. 2003-61, 2003-32 |.R B. 296, which supersedes
Rev. Proc. 2000-15, 2000-1 C B. 447, effective for requests for
relief filed on or after Nov. 1, 2003, added an additi onal
threshold condition for relief, subject to certain exceptions,
that the inconme tax liability fromwhich the requesting spouse
seeks relief nust be attributable to an item of the nonrequesting
spouse. Rev. Proc. 2003-61, supra, does not apply in this case
because petitioner’s request for relief was filed before the
ef fective date.
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was his determ nation that the underpaynents were not solely
attributable to M. Foor.

On brief, respondent does not address M. Petroff’s
incorrect statenment that a taxpayer is not eligible for equitable
relief for unpaid taxes that are attributable to her. Respondent
has not specifically argued on brief that this is a reason for
uphol di ng the revenue agents’ determinations.* |In |ight of
petitioner’s testinony, respondent’s failure to specifically
argue this point, M. Petroff’s incorrect belief that petitioner
is not eligible for equitable relief for liabilities attributable
to her, and M. Petroff’s adm ssion that he was not able to
review petitioner’s Fornrs W2 for 5 of the 6 years in issue, we
concl ude that no wei ght should be given to this factor.

At trial, petitioner’s testinony was consistent with her
assertions in the Form 8857, her responses to information
requests fromrespondent, and the statenents outlined in the
revenue agents’ workpapers regarding M. Foor’s detrinmental
actions and petitioner’s econom c hardship and | ack of
significant benefit fromthe unpaid taxes. Respondent has not

chal | enged petitioner’s truthful ness on these natters, and his

“The evidence in the record, including the revenue agents’
reports, does not adequately disclose the exact anounts, if any,
by which petitioner’s taxes were underwi thheld. The record
reflects that any taxes on petitioner’s wages that were
underwi t hhel d woul d represent only a relatively small proportion
of the underpaynents for the years in issue.
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only argunment against granting equitable relief is that
petitioner knew or had reason to know that the taxes would not be
pai d.

Wien the factors in favor of equitable relief are unusually
strong, it may be appropriate to grant relief under section
6015(f) in limted situations where the requesting spouse knew or
had reason to know that the liability would not be paid.

VWashi ngton v. Commi ssioner, supra at 151; Rev. Proc. 2000-15,

sec. 4.03(2)(b), 2000-1 C.B. at 449. Additionally, we have
previously considered the fact that a taxpayer did not
significantly benefit fromthe unpaid liability as a factor in
favor of granting relief to that taxpayer. Ew ng v.

Comm ssioner, 122 T.C. __, _ (2004) (slip op. at 22-23);

Ferrarese v. Conmi ssioner, T.C. Mnp. 2002-249; Rowe V.

Conmi ssioner, T.C. Menp. 2001-325. The factors listed in Rev.

Proc. 2000-15, sec. 4.03, 2000-1 C.B. at 448-449, are not
exhaustive, and all facts and circunstances nust be taken into
account in determ ning whether it would be inequitable to hold a

requesting spouse liable. Ewing v. Comm ssioner, 122 T.C at

(slip op. at 28).

Petitioner presented a strong case during her dealings with
respondent and at trial for equitable relief fromjoint and
several liability under the factors pronul gated by the

Comm ssioner in Rev. Proc. 2000-15, supra, and other relevant
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factors. Although we do not find fault with the determ nation
that petitioner had reason to know that the reported tax
liabilities would not be paid, on the basis of the particular
facts and circunstances involved, we find that conpelling reasons
existed to grant equitable relief. Petitioner is divorced, she
wi |l suffer economc hardship if relief is not granted, she did
not significantly benefit fromthe unpaid taxes, and there were
several other factors known to respondent at the tine of the
determ nation that weighed in favor of granting relief.
Consequently, we hold that respondent’s denial of equitable
relief was an abuse of discretion and that it would be
inequitable to hold petitioner liable for the unpaid tax

liabilities for the years in issue.

Deci sion will be entered

for petitioner.




