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MEMORANDUM FI NDI NGS OF FACT AND CPI NI ON

MORRI SON, Judge: In a notice of deficiency, respondent
Comm ssi oner of Internal Revenue (IRS) determ ned that petitioner
Paul Neal Jensen (Jensen) was |iable for an incone-tax deficiency
of $1,037 for the tax year 2005. The issue for decision is
whet her Jensen nust recogni ze di schar ge-of -i ndebt edness i ncone

because Citi bank cancell ed a debt of Jensen’s in 2005.
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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
incorporated in this opinion by this reference. Jensen resided
inlllinois at the tinme he filed his petition.

Jensen and his wife divorced in 2004. As both Jensen and
the IRS assunme, a debt obligation to Citibank arose before the
di vorce. W do not know nuch about the debt. For reasons
expl ai ned below, we find that the original obligor was Jensen,
not his ex-wfe.

In 2004 Jensen and his wife entered into a divorce agreenent
under which his wife agreed to assune the Ctibank debt:

W FE has incurred debts for the followng entities:

* * * Ctibank * * * . * * * She shall be solely

responsi ble for paynent of all these debts and shal

hol d HUSBAND free, harml ess and i ndemified thereunder

for these debts and for any costs incurred by HUSBAND

because of these debts.
In 2005 Citibank forgave the debt, the dollar anmount of which was
by then $4,136. Citibank reported the forgiveness of the debt to
the RS on a Form 1099-C, an information return for cancelled
debts, listing Jensen as the borrower.

OPI NI ON

Under section 61(a)(12) of the Internal Revenue Code, a

taxpayer who is liable for a debt nust recognize i ncone when that

debt is forgiven. The IRS clains that before the divorce,

Citi bank had made a |l oan to Jensen and that Jensen was |iable for
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the Ctibank debt. Jensen does not appear to seriously dispute
that he was the original borrower. Instead, he relies on the
2004 divorce agreenent, an instrument that he clainms placed the
obligation to Citibank on the shoulders of his ex-wife. Even
putting asi de whether Jensen has conceded this point, we find as
a matter of fact that Jensen was the original borrower. First,
Jensen failed to introduce any docunents concerning the original
|l oan into the record, even though Jensen has the burden of proof.
See Rule 142(a), Tax Court Rules of Practice and Procedure.
Second, Citibank reported to the IRS in 2005 that the borrower
was Jensen. Third, Jensen testified that he has no
correspondence from Citibank to show that he was “no | onger” the
borrower. This suggests that Jensen was at one tinme the
borrower. The 2004 divorce agreenent states that the G tibank
debt was “incurred” by Jensen’'s ex-wife. Although this m ght
suggest that the ex-wife was the borrower, its neaning is
uncl ear .

Jensen argues that the 2004 di vorce agreenent transferred
l[tability for the debt to his wife. Under state |aw, the divorce
agreenent gave Jensen a right of indemnification against his

wfe. See Dlaz v. Diaz, 403 N E. 2d 1219, 1221 (Ill. App. C

1980). The agreenent did not relieve Jensen of liability to

Ctibank. See G bson v. G bson, 219 Bankr. 195, 204-205 (Bankr.

6th Cr. 1998). Thus, Jensen was still liable for the debt when
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Citibank forgave the debt in 2005. He was required to recogni ze
the forgiven debt as income in 2005.

To reflect the foregoing,

Deci sion will be entered

for respondent.




