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MEMORANDUM FI NDI NGS OF FACT AND CPI NI ON

CHI ECHI, Judge: This case arises froma request for equita-
ble relief (relief) under section 6015(f)! with respect to peti -

tioner’s taxable year 1998. W nust deci de whet her respondent

IAIl section references are to the Internal Revenue Code in
effect at all relevant tines.
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abused respondent’s discretion in denying petitioner such relief.
We hol d that respondent did not abuse respondent’s discretion.

FI NDI NGS OF FACT

Sone of the facts have been stipulated and are so found.

Petitioner resided in Havertown, Pennsylvania, at the tine
she filed the petition. Intervenor Paul Krasner (M. Krasner)
resided in Pottstown, Pennsylvania, at the tine he filed the
notice of intervention.

Petitioner, a college graduate, and M. Krasner, a graduate
of college and dental school, married on or about June 11, 1983,
and |l egally separated on October 13, 1999. On Decenber 7, 1999,
petitioner instituted proceedings for a divorce from M. Krasner
(di vorce proceedings) in the Court of Common Pl eas of Mont gonery
County, Pennsylvania (Mntgonery County Court of Common Pl eas).

Petitioner and M. Krasner have four children (the chil-
dren): S, C, W and P. At the tine of the trial in this case,
S, C, and Wwere 21, 18, and 16 years old, respectively.?

Before petitioner married M. Krasner, she worked as a high
school biology teacher. Sonetine around 1984, when petitioner
and M. Krasner had their first child, petitioner stopped worKk-
ing. She remai ned unenpl oyed until around the begi nning of 2005,
when she began working as a substitute teacher. For the first

15-day period during which petitioner worked as a substitute

2The record does not disclose P's age.
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t eacher, she earned $100 a day. Thereafter, she was cl assified
as a long-termsubstitute teacher and earned approxi mately $200 a
day.

At the tinme of the trial in this case, M. Krasner had been
an endodontist for 30 years. For at |east sonetine prior to
1995, M. Krasner had a partner in his endodontic practice.
Around the begi nning of 1995, M. Krasner began practicing
endodonti cs al one for Endodontics and Endodontic Surgery, P.C.
(Endodontics), a professional corporation of which he was the
sol e stockholder. At all relevant tinmes thereafter, M. Krasner
continued to work as an endodonti st for Endodontics.

Around COctober 1996, petitioner, M. Krasner, and the
children noved into a house (marital residence) |ocated at 350
Exeter Road, Haverford, Pennsylvania, where petitioner continued
tolive as of the tinme of the trial in this case. Petitioner and
M. Krasner purchased the marital residence for approxi mately
$564, 000, approxi mately $449, 000 of which they borrowed. At the
time of the trial in this case, the marital residence was encum
bered by two nortgage | oans totaling approxi mately $500, 000.

The purchase of the marital residence by petitioner and M.
Krasner created a financial strain on them given their incone
and expenses at the tinme of that purchase. Consequently, peti-
tioner and M. Krasner agreed to renove two of the children (W

and C) fromprivate school and enroll themin public school. In



- 4 -

1997, their son Wwas experiencing problens while attendi ng

public school. As a result, petitioner and M. Krasner decided
tore-enroll himin private school. In 1998, their daughter C
al so was experiencing problens while attendi ng public school. As

a result, petitioner and M. Krasner decided to re-enroll her in
private school

At all relevant tinmes, M. Krasner paid all private el enen-
tary and high school tuition expenses incurred for the children.
Those annual tuition expenses total ed approxi mately $48, 000. At
all relevant tinmes, M. Krasner also paid all sumer canp ex-
penses incurred for the children. Those sunmer canp expenses
total ed approxi mately $7,800 a year.

For a three-year period around 1998-2001, M. Krasner also
was the sol e stockhol der of a corporation known as Save- A- Toot h,
Inc., which manufactured and distributed a nedi cal energency
devi ce call ed Save- A-Tooth (Save- A-Tooth device).?

Endodonti cs and Save- A-Tooth, Inc., had separate bank
accounts to which only M. Krasner had access. Petitioner had no
know edge of those accounts (or any other accounts that m ght
have existed in the nane of M. Krasner or any of his businesses)
until sonetinme around or after she filed for divorce on Decenber

7, 1999. (We shall sonetinmes refer collectively to the respec-

SAfter Save-A-Tooth, Inc., was dissolved sonetine around
2001, M. Krasner forned another corporation known as Phoeni x
Lazarus to nanufacture and distribute the Save- A-Toot h devi ce.
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tive bank accounts of Endodontics and Save- A-Tooth, Inc., as M.
Krasner’ s busi ness bank accounts.)

Around March 4, 1997, Endodontics issued four checks, one
for $177.10 to petitioner and one for $265.65 to each of the
children S, C, and W (W shall refer collectively to those four
checks as Endodontics’ March 4, 1997 checks payable to petitioner
and three of the children.) Certain office records of
Endodonti cs indicated that Endodontics’ March 4, 1997 checks
payable to petitioner and three of the children were for “Em
pl oyee Sal aries”.

At | east during 1998 until around Decenber 1999, petitioner
and M. Krasner maintained a joint checking account (] oint
checki ng account) into which M. Krasner deposited revenues from
one or nore of his businesses. The respective balances in the
j oi nt checki ng account on February 16 and March 16, 1999, were
$13,808.90 and $17,746.87. M. Krasner closed the joint checking
account around Decenber 1999 because of the excessive expendi -
tures that he believed petitioner was making.

At least during 1999 until around Decenber of that year,
petitioner had, or had access to, two major credit cards, Visa
and Anerican Express. Petitioner had access to a credit |ine of

$14,500 on the Visa credit card.* M. Krasner closed those

“The record does not disclose the anount of the credit line
to which petitioner had access on the Anerican Express credit
card.
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credit card accounts, or petitioner’s access to those accounts,
around Decenber 1999 because of the excessive expenditures that
he believed petitioner was nmaking.

At | east during 1998 and 1999, petitioner generally was to
pay certain household bills and bills for certain personal itens
(e.g., clothes, gasoline) fromthe joint checking account. There
was not al ways enough noney in the joint checking account to pay
all such bills, and M. Krasner paid certain household bills
(e.g., nortgage | oan paynents) fromone or both of M. Krasner’s
busi ness bank accounts.

On different occasions during 1998, M. Krasner purchased
and gave petitioner an Apple | aptop conputer and an Appl e desktop
conputer,® a pearl necklace worth at |east $2,000,° and a digital
canera.’” Around Christnmas 1998, M. Krasner gave petitioner an
opal brooch that he purchased for $350 and a di anond neckl ace
t hat he purchased for $800. At the request of petitioner, M.
Krasner returned the di anond neckl ace.

At | east during 1998, 1999, and 2000, petitioner, either

al one or with one or nore famly nenbers, took (1) various trips

The record does not disclose the price of the two conputers
that M. Krasner purchased for petitioner.

At an undi sclosed tine, the pearl necklace was appraised
and insured for $6, 000.

"There is no reliable evidence in the record establishing
the cost of the digital canera that M. Krasner gave to peti -
tioner.
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to different places in the United States, nost of which | asted
under a week, (2) one trip to Italy, which |asted about two
weeks, and (3) one trip to Paris, France, which | asted about two
weeks. M. Krasner paid for all of the trips that petitioner
took in 1998 and 1999 and nay have paid for trips that she took
at other tines.

At | east during 1998 and 1999, M. Krasner took various
trips to attend professional neetings. |In addition, during 1998,
M. Krasner traveled to California for five days, inter alia, to
participate in a class on H ndu religion, play golf, and sight-
see. M. Krasner’'s trip to California cost approximtely $1, 200.

During virtually all of the trips that petitioner took al one
during 1999, the children stayed wwth M. Krasner. Anong the
trips that petitioner took during 1998 and 1999, either al one or
with one or nore famly nenbers, were the foll ow ng.

In 1998, petitioner vacationed in Italy for about two weeks.
Wiile in Italy, petitioner participated in a dance/exercise
course and visited friends.?

I n January 1999, petitioner traveled alone to Jackson Hol e,
Wom ng (Jackson Hole), to interview a few individuals.® There-

after in January 1999, petitioner traveled from Jackson Hole to

8There is no reliable evidence in the record establishing
the cost of petitioner’s trip to Italy.

The record does not disclose the specific purpose of those
interviews or the nunber of days petitioner stayed in Jackson
Hol e.
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Breckenri dge, Col orado, where she stayed for about a week and
where she met a man who becane a close friend of hers.

In February 1999, petitioner and M. Krasner vacationed in
Lake Tahoe, Nevada (Lake Tahoe vacation). During the Lake Tahoe
vacation, M. Krasner encouraged petitioner to use the spa at
their hotel where she purchased, inter alia, certain beauty
treatnents (e.g., facials).

Around the end of June 1999, petitioner and her daughter C
took a vacation to Paris, France, which |asted about two weeks.

Around Septenber 8-11, 1999, petitioner traveled to Dall as,
Texas, in order to obtain a consultation for cosnetic surgery.

Around the end of Septenber or early October 1999, peti-
tioner took a trip to Colorado, which | asted at |east 11 days.
VWhile on that trip, petitioner had reconstructive surgery on her
knee.

In early Novenber 1999, petitioner spent at |east several
days in New York City in order to participate in a course that
M. Krasner had purchased for her.?°

Around early Decenber 1999, petitioner traveled to Col orado
for medical followp with respect to her knee surgery and re-
mai ned there for at |east several days.

Around Christmas 1999, petitioner again traveled to Col orado

where she stayed about a week.

The record does not disclose the subject matter of the
cour se.
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On April 10, 1999, M. Krasner presented to petitioner
conpleted joint Form 1040, U. S. Individual Incone Tax Return, for
taxabl e year 1998 (1998 joint return), and reviewed at |east the
first three pages of that conpleted return with her. Those pages
showed, inter alia, wages of $242,248, “Business inconme” of
$55,000 reflected in Schedule C, Profit or Loss From Business, a
| oss of $4,483 from“Rental real estate, royalties, partnerships,
S corporations, trusts, etc.” reflected in Schedule E, Supplenen-
tal Incone and Loss, Federal inconme tax (tax) of $66,361, total
tax paynents of $28,037, and tax due of $38,324.11

In reviewng the 1998 joint return with petitioner on Apri
10, 1999, M. Krasner informed her that they owed $38, 324 of tax
for 1998 and that they needed to make arrangenments with the
I nternal Revenue Service (IRS) to set up an installnent plan to
pay that tax liability just as they had previously done with

respect to their joint tax liability for 1992.12 M. Krasner

1Around the end of 1998, Schiffman Hughes Brown, P.C.
certified public accountants (Schiffmn Hughes Brown), who
represented M. Krasner and petitioner on, inter alia, their tax
matters informed M. Krasner that insufficient wthhol ding had
been made for the first three quarters of 1998 with respect to
their projected tax liability for that year.

12For taxabl e year 1992, petitioner and M. Krasner filed a
joint tax return (1992 joint return) that showed tax due, the
anmount of which is not disclosed by the record and which they did
not pay when they filed that return. During 1994, M. Krasner
and the IRS agreed to an installnment plan about which petitioner
was aware and under which petitioner and he agreed to nake
mont hly paynments of their liability for taxable year 1992. At a
time not disclosed by the record, M. Krasner received an inheri-

(continued. . .)
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advi sed petitioner that, in order to be able to pay their joint
tax liability for 1998, they needed to start setting noney aside,
which M. Krasner told petitioner would require reducing the
anount that they were spending on household and ot her itens.

On April 10, 1999, after M. Krasner reviewed and di scussed
the 1998 joint return with petitioner as described above, peti-
tioner and M. Krasner signed that return.® Sonetine thereaf-
ter, the 1998 joint return was filed.! Wen they filed the 1998
joint return, petitioner and M. Krasner did not pay the $38, 324
of tax shown due in that return

On August 5, 1999, M. Krasner sent petitioner an email (M.
Krasner’s August 5, 1999 emmil to petitioner). M. Krasner’s
August 5, 1999 email stated in pertinent part:

| deposited $2,000 in your checking account yes-

terday. There is one nore outstanding check that I

wote to pay the Visa charges from France for $2, 300

dollars. That will |eave you $1,786 for the nonth as

of Wednesday. | also checked the Anmerican Express

charge and you have charged $1,000. You will have to

pay this bill out of your checking account when it

cones on August 17. If it’s not paid, Anerican Express
wi Il not allow any nore charges.

12, .. continued)
tance of approximately $34,000, alnmpbst all of which he used to
pay off the outstanding joint liability for taxable year 1992.

13Schi f f man Hughes Brown signed the 1998 joint return as the
paid preparer of that return.

¥The record does not disclose the date on which petitioner
and M. Krasner filed the 1998 joint return. Because the IRS did
not have a record of receiving the 1998 joint return, M. Krasner
sent a copy of that return to the IRS, which the IRS received on
May 2, 2000.
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Janet, | amsorry that | have to do this. | know
that it makes you angry and you hate ne even nore than
ever. | amonly doing it because we now have $92, 000

dollars in debt that nust be paid by October and we are
in financial jeopardy. You now are thinking about new
carpeting. | don't knowif it’s possible but |I know
that it is inpossible with our current spending rate.
We nust cut back on all unnecessary expenses. Pl ease
help nme do this. [Reproduced literally.]

On August 9, 1999, in response to M. Krasner’s August 5,
1999 email to petitioner, petitioner sent M. Krasner an enai
(petitioner’s August 9, 1999 email to M. Krasner). Petitioner’s
August 9, 1999 email stated in pertinent part:

| HAVE PUT A CHARGE ON OUR AMERI CAN EXPRESS CARD TO
RETAI N CHERYL YOUNG TO REPRESENT ME | N OUR DI VORCE
PROCEEDI NG  SHE REQUESTED A 10, 000 DOLLAR RETAI NER. |
TRIED TO PUT I T ON VISA SO THAT I T WOULDN' T HAVE TO BE
PAI D R GHT AWAY, BUT THEY DECLI NED THE CHARGE. THOSE
ARE THE ONLY CARDS | HAVE ACCESS TO AND THEREFORE, MY
ONLY ALTERNATI VES. | F YOU WOULD LI KE THE RETAI NER TO
BE PAI D ANOTHER WAY, PLEASE CALL CHERYL YOUNG S OFFI CE
* * * TO CHANGE THE METHOD OF PAYMENT.

ADDI Tl ONALLY, | HAVE CHARGED TWO TI CKETS ON THE VI SA
CARD. BOTH ARE FOR THE SAME DATES OF TRAVEL, ONE TO
JACKSON, WY I N CASE | DECI DE TO HAVE THE KNEE SURGERY
DONE THERE, AND ONE TO DENVER TO SEE DR. STEADVAN. |
MADE THE TI CKETS FOR ABOUT A TWO WEEK STAY. THEY SAID
THERE WOULD BE A 75 DOLLAR CHARCE FOR ANY CHANGES.

* * %

| AMIN A STATE OF PANI C I N HAVI NG NO REAL WAY, SHOULD
YOU CANCEL MY ACCESS TO CREDI T, OF PAYI NG FOR ANYTHI NG
THI'S | NCLUDES FOOD AND CLOTHI NG VWHI CH | S BOUGHT FOR

EVERYONE' S USE | NCLUDI NG YOURSELF. [ Reproduced liter-

ally.]
At nost relevant tinmes after petitioner and M. Krasner
| egal |y separated on October 13, 1999, a custodial order of the

Mont gonery County Court of Common Pl eas (custodial order) was in
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effect which directed that, for each 28-day period during the
year (excluding the sumrer when certain of the children attended
canp), the children were to spend 18 days with M. Krasner and 10
days with petitioner. Despite the custodial order, starting
around 2001 the oldest child (S) chose to live all the time with
M. Krasner. That child becanme enanci pated around 2001 and as of
the tinme of the trial in this case still lived with M. Krasner
and attended college. In addition, despite the custodial order,
starting around 2003 the second oldest child (C chose to |ive
all the time with M. Krasner, which she continued to do as of
the tinme of the trial in this case.

From Decenber 18, 1999, through February 11, 2001, peti-
tioner telephoned the police departnment of Haverford Townshi p,
Pennsyl vani a (Haverford police departnent) five tinmes to report
certain alleged incidents involving M. Krasner. Upon each of
t hose occasions, the Haverford police departnment dispatched an
officer to petitioner’s residence to investigate petitioner’s
clains, and that officer prepared a so-called incident report
(incident report). Al of the incident reports indicated that
sone type of donestic dispute occurred between petitioner and M.
Krasner relating to custodial issues and/or the division of the
marital assets. For exanple, an incident report prepared by an
of ficer of the Haverford police departnent on August 23, 2000,

stated in pertinent part:
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Janet Krasner notified this departnent that her
husband, Paul Krasner, was at the hone at 350 Exeter
rd. Janet felt that he would renove itens in violation
of a court order. Upon arrival officers spoke with
Kranyak, a representative of Schnader Harrison Segal &
Lews a law firmwho is representing M. Krasner.
Oficers reviewed court docunent # 99-21295 fromthe
Mont gonery County Court of Common Pleas Family Divi-
sion, filed on Thursday July 13, 2000. This docunent
was an agreenent between all parties for M. Krasner to
vi deo tape and renove specific books, all of a non-
violent nature. Oficers found nothing in the docunent
to preclude M. Krasner fromthe residence for this
purpose. In fact the docunent ordered a representative
of Harrison Segal Lewi s & Schnader to be present while
the residence was video taped and M. Krasner renoved
the itens. M. Krasner as ordered by the court wll
provide a list of all of the itenms he renoved fromthe
property to the court/and or Ms. Krasner’s representa-
tives. M. Kranyak asked if officers wished to remain
on location during this process. Since M. Kranyak was
present at 350 Exeter per order of the court and bound
by the courts instructions Police presence was not
required. No further police action taken at this tine.
[ Reproduced literally.]

An incident report prepared by an officer of the Haverford
police departnent on January 16, 2000 (January 16, 2000 inci dent
report) indicated that petitioner alleged that M. Krasner shoved
her while they were arguing. The January 16, 2000 inci dent
report stated in pertinent part:

Di spatched to above | ocation for a donmestic in
progress. Upon arrival, Paul and his four children
were in the car outside attenpting to | eave. Pau
stated that he and his estranged wife are in the pro-
cess of a divorce and he was there to pick up their
children. Paul went into the house to obtain sone
personal itens and an argunment ensued. Janet stated
t hat Paul shoved her during the argunent. No signs of
physical injury. * * * [Reproduced literally.]

Except for petitioner’s claimthat M. Krasner shoved her, which
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was noted in the January 16, 2000 incident report, petitioner

made no claimto the Haverford police departnment alleging any

unwant ed physi cal contact, or any physical or nental abuse, by
M. Krasner.

Petitioner conpleted and submtted to the Mntgonery County
Court of Common Pl eas a docunent entitled “1 NCOVE & EXPENSE
STATEMENT” dat ed January 25, 2000 (January 25, 2000 incone and
expense statenent). The January 25, 2000 inconme and expense
statenment was a six-page printed formthat listed, inter alia,
categories of incone itens and expense itens. Petitioner nade no
entries in that statenent for any of the categories of inconme
items. She made entries in the January 25, 2000 incone and
expense statenent for various categories of expense itens as
fol |l ows.

In the January 25, 2000 incone and expense statenent,

petitioner claimed the follow ng home and utility expenses:
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Sel f Chil dren
Mont hl y Yearly (Monthly) (Monthly)
Hore
Mor t gage $3, 500 $42, 000 $700.00 $2,800.00
(husband
pays)
Mai nt enance! 1, 750 21, 000 350. 00 1, 400. 00
Uilities
El ectric $3, 000 $36, 000 $600. 00 $2, 400. 00
(husband
pays)
Pool 2 308 3,696 61. 60 246. 40
Tel ephone?® 805 9, 660 161. 00 644. 00
Wat er (husband 100 1, 200 20. 00 80. 00
pays)
Security system 185 2,220 37.00 148. 00
noni tori ng*
Pot t st own 333 4,000 66. 60 266. 40
property
t axes
(husband
pays, not
added in)

Wth respect to “Mintenance” expenses that petitioner
clainmed, an attachnent to the January 25, 2000 incone and expense
statement clainmed: (1) $5,200 annually for weekly | awn care,

(2) $1,000 annually for tree renoval, (3) $2,000 annually for

| andscapi ng, (4) $500 for replacenent of a refrigerator part,
(5) $1,000 for plunbing, and (6) $11,300 for “Cther Repairs On
Honme (including electric work, restoration, etc.)”.

2Wth respect to “Pool” expenses that petitioner clained, an
attachnment to the January 25, 2000 i ncone and expense statenent
claimed that the pool was serviced by Suburban Pool Service of
Conshohocken, Pennsylvania. That attachnent clained that such
servi ce consi sted of opening and cl osing the pool, weekly
cl eanings, repairs, fence work, and concrete work. That attach-
ment also clainmed “Last two (2) checks for the pool bounced -
$349. 80 and $399. 62 because Husband cl osed out the joint account
at Commerce Bank which Wfe used to pay the bills. Husband sent
back the latest bill to Wfe.”

SWth respect to “Tel ephone” expenses that petitioner
clainmed, an attachnent to the January 25, 2000 inconme and expense
staterment clainmed the followi ng nonthly expenses: (1) $150 for
an aut onobil e tel ephone, (2) $150 for a cellular tel ephone,

(3) $200 for a desk tel ephone, (4) $200 for a hone tel ephone,
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(5) $75 for the childrens’ tel ephone, and (6) $30 for a fax line.
That attachnent also clainmed that S s cellular phone was paid for
by M. Krasner.

“Wth respect to “Security system nonitoring” expenses that
petitioner claimed, an attachnent to the January 25, 2000 incone
and expense statenent cl ai ned:

The hone has al ways been protected by Vector Security
Systens, as required by the Phil adel phia Contribution
| nsurance Conpany, the honmeowner carrier

Husband refuses to pay for the security nonitoring
system stating “we can’t afford it.”

In the January 25, 2000 incone and expense st atenent,

petitioner clainmed the followi ng tax and i nsurance expenses:

Sel f Chil dren
Mont hly Yearly (Monthly) (Mnthly)
Taxes
Real estate and $833 $9, 996 $166. 60 $666. 40
school
| nsur ance
Honmeowner’s - $268 $3, 211 $53. 60 $214. 40
(Phi | a.

contri bution)

In the January 25, 2000 incone and expense st atenent,

petitioner clainmed the foll owi ng autonobil e expenses:

Sel f Chil dren

Mont hly Yearly (Monthly) (Monthly)

Paynent s $807. 97 $9, 695. 64 $323. 19 $484. 78
Fuel , oil 500. 00 6, 000. 00 200. 00 300. 00
Repai r st 285. 00 3,420.00 114. 00 171. 00

Wth respect to “Repairs” expenses that petitioner clained,
an attachnment to the January 25, 2000 inconme and expense state-
ment clainmed the followng with respect to a Lexus LX450:

(1) $448 for a 30,000 mle checkup, (2) $198.69 for a tire,

(3) $75.26 for an inspection, (4) $256.74 for rear pads,

(5) $183.37 for atire, (6) $575.87 for brakes, (7) $497.34 for a
left front caliber, (8) $304.44 for rear brakes, and (9) $83.15
for mrror glass. That attachnent also clainmed that four new
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tires were needed at a cost of $800.
In the January 25, 2000 incone and expense st atenent,

petitioner clainmed the foll owi ng nedi cal expenses:

Sel f Chi l dren
Mont hly Yearly (Monthly) (Monthly)
Doct ort? $167 $67. 00 $100. 00
Psychol ogi st/ 1,473 $17, 676 1,178. 40 294. 60
psychi atri st?
Medi ci ne (not 59 708 11. 80 48. 20
covered by
i nsur ance)

Wth respect to “Doctor” expenses that petitioner clained,
an attachnment to the January 25, 2000 inconme and expense state-
ment clainmed: (1) $80 each week for petitioner and $80 each week
for M. Krasner for “Bob Chapra, Felden Kreis”, (2) $340 a nonth
for petitioner for “Body Worker”, (3) $80 for acupuncture every 2
to 3 nonths, and (4) $167 for “S' s Driver’s Physical”

2Wth respect to “Psychol ogi st/ psychiatrist” expenses that
petitioner claimed, an attachnent to the January 25, 2000 incone
and expense statenment clainmed: (1) $4,160 for S s visits with
Dr. Andrew D Amico and Dr. Rostain, (2) $7,020 for petitioner’s
visits with Cynthia Shar, and (3) $6,500 for petitioner and M.
Krasner to attend counseling sessions provided by Ellen Sterling.

In the January 25, 2000 incone and expense st atenent,

petitioner clainmed the foll owi ng educati on expenses:

Sel f Chil dren

Mont hly Yearly (Monthly) (Mnthly)
Private school? $4, 166 $50, 000 $4, 166
Canp? 650 7, 800 650

Wth respect to “Private school” expenses that petitioner
clainmed, an attachnent to the January 25, 2000 inconme and expense
statenment clainmed: (1) $13,000 for S to attend Wodl ynde School,
(2) $12,000 for Cto attend Agnes Irwin, (3) $11,000 for Wto
attend The School in Rose Valley, and (4) $12,000 for P to attend
Haverford School .

2Wth respect to “Canp” expenses that petitioner clained, an
attachnment to the January 25, 2000 i ncone and expense statenent
clained: (1) $2,400 for Cto attend Interlocken Canp, (2) $2, 400
for Sto attend Qutward Bound, and (3) $3,000 for P and Wto
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attend a school at Rose Valley Canp.
In the January 25, 2000 incone and expense st atenent,

petitioner clainmed the foll owm ng personal and m scel | aneous

expenses:
Sel f Chil dren
Mont hly Yearly (Monthly) (Mnthly)
Per sona
Cl ot hi ng $1, 667 $20, 004 $666. 80 $1, 000. 02
Food 1, 733 20, 796 346. 60 1, 386. 40
Hai r 865 10, 380 640. 00 225.00
care/ nail st
M|k delivery 80 960 80. 00
Menber shi ps 2,400 28, 800 1, 300. 00 1, 100. 00
(Mai n Line
Heal t h)
M scel | aneous
Househol d hel p $433 $5, 196 $216. 50 $216. 50
Child care 167 2,000 167. 00
Paper s/ books/ 150 1, 800 75. 00 75. 00
nag.
Ent ert ai nment 400 4,800 100. 00 300. 00
Cable TV 50 600 50. 00
Vacat i on 2,083 25, 000 1,041.50 1,041.50
(busi ness
pai d) 2
Gfts 250 3, 000 187. 50 62. 50
Contri butions 208 2,500 208. 00

Wth respect to “Hair care/nails” expenses that petitioner
clainmed, an attachnent to the January 25, 2000 inconme and expense
statenent clained the follow ng nonthly expenses: (1) $350 for
petitioner’s hair care, (2) $150 for petitioner’s nail care,

(3) $140 for petitioner’s waxing, (4) $75 for C, and (5) $150 for
S.

2Wth respect to “Vacation (business paid)” expenses that
petitioner claimed, an attachnent to the January 25, 2000 incone
and expense statenment clainmed: (1) “$5,000+" for a yearly ski
vacation, (2) $5,000 for a trip to Sun Valley, Vail, and Aspen,
and (3) $7,000 for a trip that petitioner and C took to Europe.
That attachnent also clainmed that trips to Hawaii, Florida, and
New York were paid for by M. Krasner’s business.
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In the January 25, 2000 incone and expense st atenent,

petitioner clainmed the foll owi ng expenses under the category

“OTHER" :
Sel f Chi l dren
Mont hly Yearly (Monthly) (Monthly)
Art supplies $400. 00 $4, 800 $400. 00
Art cl asses 500. 00 6, 000 500. 00
Musi ¢ | essons 120. 00 1, 440 120. 00
Musi cal 84. 00 1, 008 84. 00
i nstrunents
(mai nt enance
and rental)
Vet expenses 220. 00 2,640 55. 00 165. 00
(two dogs)
Pets (food, 200. 00 2,400 100. 00 100. 00
boar di ng and
gr oom ng)
Dry cl eaning 100. 00 1, 200 75. 00 25.00
Cour ses 100. 00 1, 200 100. 00
School 500. 00 6, 000 500. 00
(! unches,
uni f or ns,
transport a-
tion, books,
trips, etc.)
Gfts for 100. 00 1, 200 20. 00 80. 00
doctors and
denti st
(prof essi onal
courtesy)!?
Skiing trips 833. 00 10, 000 416. 50 416. 50
Airfare for 167. 00 2,000 2, 000. 00
C s canp
Airfare for 83. 33 1, 000 1, 000. 00
ort hopedi st
i n Col orado
Fram ng art 150. 00 1, 800 150. 00
El ectrical work 225. 00 2,700 45. 00 180. 00
Chi mey wor k 50. 00 600 10. 00 40. 00

Ext er m nat or 40. 00 480 8. 00 32.00
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Per sonal 1, 200. 00 14, 400 240. 00 960. 00
expenses
(CVS, etc.)

St ati onery, 50. 00 600 25.00 25.00
st anps,
FedEx, UPS

Phot ogr aphy 80. 00 960 60. 00 20. 00
costs (film
and devel op.)

Conput er 50. 00 600 12. 50 37.50
suppl i es

Menber shi ps 17.00 204 3.40 13. 60
(rmuseum 2

Wth respect to “Gfts for doctors and dentist (profes-
sional courtesy)” expenses that petitioner clainmed, an attachnent
to the January 25, 2000 inconme and expense statenent clained:

(1) $200 for a gift to Dr. Ted Kroll, (2) $1,200 for Dr. Ron
Markowitz to attend golf school, and (3) $300 for a gift for Dr.
Ron Gross and Dr. Froner.

2Wth respect to “Menberships (nuseum” expenses that peti-
tioner clained, an attachnment to the January 25, 2000 incone and
expense statenent clainmed $200 for nmuseum nmenber shi ps and $2, 400
for a famly nmenbership in Main Line Health and Fitness.

In the January 25, 2000 incone and expense st atenent,
petitioner did not claim inter alia, expenses for gas, sewer,
aut onobi l e i nsurance, life insurance, accident insurance, health
i nsurance, and an invisible fence. Instead, with respect to
expenses for gas, sewer, autonobile insurance, and an invisible
fence, petitioner stated in the January 25, 2000 inconme and
expense statenent: “Husband Pays”. Wth respect to expenses for
life insurance, accident insurance, and health insurance, peti-
tioner stated in the January 25, 2000 i ncome and expense st ate-
ment: “Husband Pays/ Amount Unknown”. |In addition, in the

January 25, 2000 inconme and expense statenent, petitioner did not
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claim inter alia, credit card expenses or charge account ex-
penses.

On February 23, 2000, the so-called conference officer in
support appointed by the Montgonery County Court of Common Pl eas
made, inter alia, the follow ng findings based upon information
submtted to such officer in the divorce proceedi ngs:

The plaintiff’s [petitioner’s] net incone after
deductions is $1,500.00 per nonth.

The defendant’s [M. Krasner’s] net self enploy-
ment incone after |egal deductions, add backs, and
“perks”, if any, is $26,500.00 per nonth.

Un-rei nbursed nedi cal, dental and therapy expenses
for the children in excess of $250.00 per year per
child are to be paid 75% by Defendant and 25% by PI ai n-
tiff. Un-reinbursed nedical and dental expenses for
Plaintiff shall be paid 50% for each of the parties.

Def endant’ s obligations are conditioned upon Plaintiff
availing the children and herself to professional
courtesy whenever possible.

DEFENDANT to provide nedi cal i1nsurance coverage.
Wthin 30 days after the entry of this Oder, the
DEFENDANT shall submt to the person having custody of
the children witten proof that nedical insurance
coverage has been obtained or that application for
coverage has been made. * * *

Def endant is to pay unallocated child support for
4 children and A P.L. [alinony pendente lite] of
$5,116. 00 per nonth.

Addi tionally, defendant shall pay directly, the
1st and 2nd nortgages, real estate taxes and honmeowners
i nsurance (5,668.00 nonthly) and shall continue to pay
for the children’s private schooling and summer canp
(approxi mately $5,000.00 nonthly). Total expenditures
$5, 116. 00 + $5,668.00 + $5,000.00 = $15,784. 00 per
nont h.



- 22 -

Cal cul ations for the above included findings as to
i nconmes, application of MELTZER fornmula to a shared
custody situation, and findings that the children’s
reasonabl e expenses are $7,500.00 per nmonth while with
plaintiff and $6,500. 00 per nonth while wth defendant.
Additionally, $1,484.00 was added to the nonthly award
as being Y2 of the portion of the total nortgages,
i nsurance and taxes that exceed 25%of plaintiff’s
income fromall sources including the $5,668.00 nonthly
t hat defendant is paying directly.

Cont enpt proceedi ngs, credit bureau reporting and
tax refund offset certification will not be initiated,
and judgenment will not be entered, as |ong as payor
pays $500.00 per nonth on arrears with each paynent.
Fail ure to make each paynent on tinme and in full wll
cause arrears to becone subject to imedi ate collection
by all of the neans |listed above.

This Order is effective as of 12/12/99 and anends
the Order of 2/03/2000.[' [Reproduced literally.]

On or about January 15, 2001, petitioner filed with respon-
dent Form 8857, Request for |Innocent Spouse Relief (And Separ a-
tion of Liability and Equitable Relief), with respect to, inter
alia, taxable year 1998 (petitioner’s Form 8857).1 Petitioner
attached a statenent to petitioner’s Form 8857, which stated in

pertinent part:

15The record does not contain the order of Feb. 3, 2000.

¥ n petitioner’s Form 8857, petitioner also sought relief
under sec. 6015 with respect to taxable year 1999. 1In a letter
dated Aug. 31, 2001, that respondent sent to petitioner (dis-
cussed bel ow), respondent informed petitioner that respondent did
not consider petitioner’s claimfor relief under that section for
1999 because respondent had “no record of a joint return being
filed” for that year. Thereafter, petitioner no | onger clained
that she was entitled to relief under sec. 6015 with respect to
t axabl e year 1999. Taxable year 1999 is not at issue in the
i nstant case.
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1. | have not earned an incone during the entirety of
our seventeen year marriage.

2. | did not sign the 1998 tax return.

3. | did not have any know edge of what was on the

1998 return.

4. Taxes were always paid by ny husband t hrough an
accounting firm the | atest being the firm of
Schi f f man, Hughes and Brown in Blue Bell, PA

5. The reason ny husband is not paying the taxes
which are due is to try and gain an advantage in the
di vorce proceeding in which we are now engaged.

In response to petitioner’s Form 8857, respondent sent

petitioner a |letter dated August 31, 2001 (respondent’s August

31, 2001 letter to petitioner). That letter stated in pertinent

part:

We have made the follow ng determ nation regarding the
i nnocent spouse claimyou filed for the tax year(s)
shown above [1998].

You are not entitled to equitable relief of liability
for the unpaid bal ance of your tax under Interna
Revenue Code Section 6015(f).

We are denying your claimbecause we did not receive an
answer to our request for additional information. |If
you furnish the necessary information, we will be glad
to reconsider your request for relief fromjoint and
several liability. A request for an Appeals hearing
could be denied if you do not submt the enclosed Form
886- A questionnaire.

Soneti me between August 31 and October 26, 2001, in response

to respondent’s August 31, 2001 letter to petitioner, petitioner

sent

respondent Form 886-A, |nnocent Spouse Questionnaire (peti-

tioner’s Form 886-A). In petitioner’s Form 886-A, petitioner
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provi ded the responses indicated to the follow ng questions with

respect to the filing of the 1998 joint return:

2. | f you are requesting relief fromtax reported on
the original return
a. Did you review the tax return before signing
it?

Never saw the 1998 tax return

b. At the tinme you signed the return, were you
aware there was a bal ance due I RS? Pl ease explain
in detail.

Never signed the 1998 tax return

In response to questions in petitioner’s Form 886-A rel ating
to the preparation of the 1998 joint return, petitioner stated
that (1) she was not involved in the preparation of that return
(2) she did not know the extent of her husband’ s involvenent in
the preparation of that return, (3) her husband’ s account ant
prepared that return, and (4) she did not assist, sort, or
provi de any information necessary in the preparation of that
return. Petitioner also stated in petitioner’s Form 886-A that
the “CPA prepared the tax return. | don’'t know who was there at
the signing as | never saw or signed the tax return.”

In petitioner’s Form 886-A, petitioner provided the re-
sponses indicated to the follow ng questions with respect to the
respective educational |evels and work experience of petitioner
and M. Krasner:

4. What was the education |evel of you and your
spouse for the year you are requesting relief?



Col | ege degrees

5. Where did you work during the year you are re-
questing relief * * * List all places of your enploy-
nment .

Not enpl oyed
6. Where did your spouse work during the year you are
requesting relief? List all places of your spouses’s
enpl oynent .

Endodonti cs and Endodontic Surgery, PC
Pott st own, PA

a. | f your spouse was sel f-enployed, what did
you do to hel p your spouse in the business?

No invol venment [Reproduced literally.]
In petitioner’s Form 886-A, petitioner provided the re-
sponses indicated to the follow ng questions with respect to

guestions relating to the exi stence of any joint bank accounts:

8. During the year involved, did you and your spouse
have a joint bank account?

Checki ng v Savi ngs Coul d be

Q her:

Pl ease indicate the type of account (e.g. nutual fund, noney
mar ket, etc.)

a. What was the extent of accessibility to these
accounts?

Access to checking account which was cl osed
by Husband in Dec. 1999

b. Did you review the bank statenents when you
recei ved then?

[ No response]
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C. Did you bal ance the checkbook or bank statenments?
Husband Bookkeeper
d. Did you receive and open the mail ?
Sonet i mes
e. VWhat bills did you pay?
Personal itens — credit cards
f. What bills did your spouse pay?
Al'l others

g. Were any bills paid out of a joint account?
| f so, which ones?

— Sone persona
In response to a question in petitioner’s Form 886-A rel at -
ing to whether petitioner’s paynent of the liability for taxable
year 1998 (unpaid 1998 liability) would cause an econon c hard-
ship to her, petitioner clainmed the follow ng nonthly incone and

nmont hl y expenses:

Type of Amount of
Mont hly | ncone? Mont hly Expenses Mont hly Expenses
$5, 100 Mor t gage/ r ent --
Uilities $2, 600
Food 1, 000
Cl ot hi ng --
Vehi cl e expenses: 1, 000

| oan paynents,
i nsurance, etc.

Any ot her expenses. 1, 500
Pl ease |ist.?2

I'n petitioner’s Form 886-A, petitioner indicated that her
monthly inconme was attributable to alinony and child support.
2Petitioner did not identify those other clainmed expenses.



- 27 -

In response to a question in petitioner’s Form 886-A asking
whet her petitioner was subject to any nmarital abuse during 1998,
petitioner stated: “See Report”. Petitioner did not attach any
report to petitioner’s Form 886-A.

In response to a question in petitioner’s Form 886-A asking
for any other information in support of petitioner’s position
that she is entitled to relief under section 6015 with respect to
t axabl e year 1998, petitioner stated: “lI never saw the 1998 tax
return nor did | sign the 1998 tax return.”

In response to petitioner’s Form 886-A, respondent sent
petitioner a |letter dated October 26, 2001 (respondent’s Qctober
26, 2001 letter to petitioner). That letter stated:

We have reconsi dered your claimbased on the
informati on you subm tted, however, our determ nation
has not changed. This is due to the fact that you had
know edge of the bal ance due when you signed the re-
turn. The signature on the return is the sanme as your
signature on the form 8857-1nnocent Spouse Reli ef
Request. The return was not even received until My 2,
2000. You stated you were not enployed on your ques-
tionnaire but the return and your W2 shows you had
$7,500. 00 of incone from Endodontics & Endodontic
Surgery PC (which is the sanme conpany M. Paul Krasner
worked for & had listed on his Schedul e E)

You did not exercise due diligence when filing the
return. By law, taxpayers that file a joint return are
both responsible for the tax due on the original return
and any subsequent tax increases. You also did not
establish that you had a reasonable belief that the
taxes were to be paid at the tinme of signing the re-
turn.

Therefore your claimis being disallowed under
I nt ernal Revenue Code 6015(f). You can still appeal
our decision to the RS Appeals Division as stated in
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our previous letter. Please include your name, soci al
security nunber, signature declaration(“signed under
penal ties of perjury”), signature date, and your reason
for disagreenent. You have 10 days fromthe date of
this letter to appeal. [Reproduced literally.]

In response to respondent’s COctober 26, 2001 letter to
petitioner, petitioner sent respondent a |letter dated Novenber 1,
2001 (petitioner’s Novenber 1, 2001 letter). That letter stated
in pertinent part:

The first issue is ny signature on the return. | do
not recall signing this return. Furthernore, you say
that the return was not even received until My 2,

2000. | have absolutely no know edge of a return being
sent in to the IRS at any tinme during the year 2000.
The only form | have know edge of, is the |Innocent
Spouse form | sent in during January of 2001.

During the years prior to the separation fromny hus-
band, the accounting firmthat handled all incone tax
matters for ny husband and nyself was the firm of
Schi ff man, Hughes and Brown in Blue Bell, PA A
income tax forns were prepared by this firm | was
never apprised that any return had not been filed in a
timely manner; not by my husband nor by the accounting
firmwe had hired. 1 only found out that taxes were
still due when a notice arrived stating that ny hone
woul d be schedul ed for foreclosure if the incone taxes
due were not paid.

It was upon receiving this notice that | filed for

| nnocent Spouse status with the governnment. The attor-
ney representing nme at that tinme, Dorothy Phillips,

Esq. did not advise ne to take this action, and refused
to help ne in the process. * * *

* * * * * * *

It was on or about Novenber of 1999, that | |earned
that | had been on the payroll at Endodontics and
Endodontics Surgery PC, which is the name of the prac-
tice owned by nmy husband, Dr. Paul Krasner. | |earned
that not only I, but also ny four children had been on
the payroll as well. During the year in question, they
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were ages five, eight, ten and twelve. | learned this
through ny attorney at that tinme, Dorothy Phillips,
Esq. During the separation between ny husband and
nysel f, and when we were still residing in the sane
residence, | had taken the initiative to copy certain
docunents that | found in the house. | did not under-
stand what these docunents contained until | was ad-

vi sed by ny attorney.

* * * neither I, nor ny children had ever received or
had know edge of any of the noney |isted as incone on
our W2 fornms. Evidently, he signed the checks hinself
and deposited theminto one of his bank accounts.

When the accounting firmwas preparing the incone tax

forms, | relied on themto exercise the due diligence

t hat was necessary, and advi se ny husband and nysel f
accordingly. | alsorelied onthis firmto file the
forms in a tinely manner, and advise ne if this was not
acconplished. | was never advised that the taxes had
not been paid, until the IRS advised ne. | have al ways
held the belief that incone taxes should be paid when a
return is signed. It was also ny belief that when

signed a return for the IRS that it would be sent in to
the IRSin a tinely manner by the accounting firm
responsi bl e for sending the return in.

| do not renenber signing this return and | would
appreci ate the opportunity to see what was finally sent
in on May 2, 2000. |If | did sign a return, then | gave
no authorization to any person nor firm to hold ny
signature for three years tinme, and then use ny signa-
ture as current.

Thank you for taking the tinme to continue to review
this case. It is ny belief that the reason that the
tax returns and paynents have not been received by the
IRS in a tinely fashion is because ny husband, at the
advice of his attorneys, has decided to use the tax
bills as a nmeans to force the sale of the marital hone.
In fact, ny husband has an outstanding petition in

whi ch the Court is being asked to have the narital
residence sold in order to pay the incone taxes due.

* * %

* * * My husband appears to have endl ess amounts of
money to spend on our donestic |egal proceedings, and
yet, he cannot seemto find a way to pay any of the
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t axes he owes, nor the support he was ordered to pay to
me by the Court. * * * [Reproduced literally.]

In petitioner’s Novenber 1, 2001 letter, petitioner inforned
respondent that she was chall enging the accuracy of an apprai sal
that had been perforned on the marital residence in which she
resided. Wth respect to that issue, petitioner’s Novenber 1,
2001 letter stated in pertinent part:

on Septenber 16, 1999, there was a fire in the marital
home. The hone has not been restored fromthe fire
damage to date. * * *

* * * * * * *

The apprai ser we had agreed on in Court, M. Donald
Reape, knew that both parties were to be present at the
time the house was appraised * * *.  \Wen asked | ater
why he continued on with the appraisal despite the fact
that I was not present, he said that he had thought
that the wonan who was taking care of the house, was
n-el***

M. Reape perforned the appraisal of the marital hone
as if it had already been restored fromthe fire, and
al l oned a $50, 000 al |l owance for repairs in spite of the
fact that no insurance noney had been given. On August
2, 2001, checks were rel eased by the insurance conpany
totaling nore than $124,000. My husband’ s law firm
still holds these funds and will not rel ease them

In February of 2001, | had the hone appraised again by
a certified appraiser. H's estimte was al nost

$300, 000 | ess than the fornmer appraisal done by M.
Reape. * * *

There is a $425,000 note on the marital residence. |If,
t he house were sold in the condition that it is in, for
its full value, that would | eave | ess than $200, 000 to
di vi de between the parties. * * * [Reproduced liter-

ally.]
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Petitioner attached a docunent to petitioner’s Novenber 1,
2001 letter, which was a copy of a page fromcertain books and
records of Endodontics. As discussed above, that docunent
reflected, inter alia, that in early March 1997 Endodontics
i ssued Endodontics’ March 4, 1997 checks payable to petitioner
and three of the children.

On April 28, 2003, an appraiser naned Kathleen A Price, and
a supervisory appraiser naned Donald J. Reape, signed a summary
“UNI FORM RESI DENTI AL APPRAI SAL REPORT” (summary apprai sal report)
Wth respect to the marital residence. The sumrary apprai sal

report stated, inter alia:

| NDI CATED VALUE BY SALES COVPARI SON APPRCACH . . . . . . $ 975,000
| NDI CATED VALUE BY | NCOVE APPROACH (I f Applicable) Estinmated

Mar ket Rent $ / Mo. xGross Rent Multiplier =$ NA
Thi s appraisal is nmade o“as is” ® subject to the repairs,

alterations, inspections or conditions |listed below 0O subject
to conpletion per plans and specifications
Condi tions of Appraisal: SEE ADDENDUM!"

Fi nal Reconciliation: |NIENDED USE OF APPRAISAL: TH S SUMVARY
APPRAI SAL REPORT | S | NTENDED FOR USE BY THE CLI ENT FOR EQUI TABLE
DI STRIBUTION ONLY. TH' S REPORT IS NOT | NTENDED FOR ANY OTHER USE.
SEE ADDENDUM

Petitioner, through her attorney of record in this case,
sent respondent a letter dated Novenber 7, 2003 (petitioner’s
Novenber 7, 2003 letter) supplenenting petitioner’s Novenber 1,
2001 letter. In petitioner’s Novenber 7, 2003 letter, petitioner
clainmed relief under section 6015(b), (c), and (f). That letter

stated in pertinent part:

Y"There is no addendumto the sunmary apprai sal report that
is part of the record in this case.
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Janet Krasner objects and protests the denial of
i nnocent spouse relief and objects to being held con-
tinually liable for tax deficiencies solely arising out
of income generated by her husband, Paul, from whom she
IS separated.

* * * * * * *

VWil e Ms. Krasner does not have i mredi ate recol -
| ection of signing this return, she agrees that the
signature on the return bears sufficient resenblance to
hers that it is nost probable the signature page of the
return was presented to her for execution. At the tinme
of the execution of the return, she al so does not have
any recollection that it showed a tax deficiency which
was and remai ns unpai d.

During 1998 Janet Krasner was a stay at hone nom
concerned only with the general welfare of her children
and was not know edgeabl e nor did she have reason to
know t he busi ness details of her husband’ s operation of
his practice. She was not acquainted with any of the
accounting details nor how her husband, Paul, kept his
books. Janet was not an enpl oyee of her husband,

Paul s, endodontic practice. Assum ng for purposes of
this supplenental Protest, Janet did sign the return
she did not have any reason to believe that the returns
were any thing but correctly prepared and that the tax
woul d remai n unpaid past its due date. Prior to the
tax return at issue, Janet had enjoyed a |ife of mddle
cl ass confort and when such matters as tax return
preparation were presented to her, it was for the

m ni sterial act of receiving her signature with assur-
ances that all taxes had been paid. * * * Dr. Krasner
never indicated his inability to full pay his incone
taxes and never urged Janet to “cut back” because of

i npendi ng economn ¢ probl ens.

* * * * * * *

Whil e the Krasners marriage deteriorated, they
contineud to struggle wth the hope of keeping their
marriage intact. Unfortunately, they have now sepa-
rated in part because of these finanical tax liabili-
ties and rel ated problens. M. Krasner asserts that
she was the subject of spousal abuse, and that all of
the other factors for granting relief fromthe proposed
assessnents are clearly present herein.
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There is no present obligation pursuant to a
di vorced decree or agreenent for Ms. Krasner to pay the
l[tability of Paul’s nor is there any basis for attrib-
uting this liability solely to her. For purposes of
anal yzing equitable relief, normal support of a spouse
does not need to be a significant benefit.

* * * * * * *

* * * Because of Ms. Krasner’s relatively nodest

| evel of existence, there is no reason to suggest that

she “significantly benefited” fromthe understatenent,

ot her than receiving normal material support, much of

whi ch was provided by herself. [Reproduced literally.]

On Decenber 12, 2003, respondent’s Appeals Ofice (Appeals
O fice) sent petitioner a “Notice of Determ nation Concerni ng
Your Request for Relief Under the Equitable Relief Provision of
Section 6015(f)” (notice of determnation). 1In the notice of
determ nation, the Appeals Ofice denied petitioner relief under
section 6015(f) with respect to taxable year 1998. The notice of
determ nation stated in pertinent part:

W re witing to tell you that we’ve nade a deci sion

about your January 15, 2001 request for innocent spouse

relief under Section 6015(f) of the Internal Revenue
Code.

* * * * * * *

W’ ve determ ned that, for the above tax year(s), we:
. cannot all ow your request.

The schedul e bel ow shows any adjustnents we’ve nade to
your account:

Tax Anpbunt of relief Anbunt of relief Anmpunt of tax
Peri od(s) you request ed we could all ow remai ni ng
12/ 31/ 1998 $38, 324. 00 $0. 00 $38, 324. 00

[ Reproduced literally.]
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Respondent attached to the notice of determination with
respect to petitioner’s taxable year 1998 a docunent entitled
“APPEALS CASE MEMO (Appeals O fice nmenorandum that stated in
pertinent part:

EXECUTI VE SUMVARY

Janet Krasner made a joint return with her husband,
Paul , for 2000. The return was signed by the taxpayers
on April 10, 1999, but not filed until My 20, 2000.
The return was filed with a bal ance due of $38,324. To
date the under paynent shown on the return remains
unpai d.

Janet filed a Request for Innocent Spouse Relief—-Form
8857 on January 15, 2001, on which she seeks relief
fromthe unpaid tax liability, plus statutory addi -
tions, under |RC 6015(f).

* * * * * * *

| take note here that the Form 8857 al so includes 1999.
However, the taxpayer did not nake a joint return for
1999. The service center notified Janet that it could
not consider a request for relief for 1999 because a
joint return had not been made for that year. This ACM
addresses only the 1998 tax year.

| ssue

SUMVARY AND RECOMVENDATI ON

Shoul d the proposed rejection of Janet Krasner’s Re-
quest for Innocent Spouse Relief be sustained?

Yes.

FI NDI NG OF FACT AND DI SCUSSI ON

Janet argues that she should be granted relief fromthe
joint liability because it would be inequitable to hold
her liable for the underpaynent shown on the return and
the statutory additions that have been assessed and/or
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have accrued. On an attachnent to the Form 8857 she
argued that the follow ng three point support here
position:

1. She did not sign the joint return;

2. She did not have any incone during 1998; and

3. She had no know edge of what was shown on the
1998 return.

Conpl i ance concl uded, after consideration of all the
facts and circunstances, it would not be inequitable to
hold Janet liable for the underpaynent and additions

t heret o because:

. Janet knew that there was an underpaynent at
the tinme she signed the return; and

. She did not establish that she had a reason-
able belief that the taxes would be paid by
t he nonrequesti ng spouse.

Key facts on which Conpliance based its conclusion are:

Janet and Paul were |iving together as hus-
band and wife at the tine the return was
signed and at the time the return was fil ed;

Janet has a col | ege educati on;

The coupl e nai ntained a joint checking ac-
count during 1998 and 1999.

Conpl i ance al so determ ned that Janet did have taxable
income during 1998 and that she did in fact sign the
return.

Janet filed a witten Protest on November 1, 2001.

* * %

Der not Kennedy, Janet’s representative, filed a Supple-
mental Protest on Novenber 7, 2003. In this suppl enent
he di scusses I RC 6015(b) and 6015(c). Relief is not
avai l abl e to Janet under either of these sections
because the unpaid liability is not an understatenent,
but rather an underpaynent. | wll not address any of
the points M. Kennedy raised relative to these two
sections.
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In the Supplenent M. Kennedy concedes that Janet did
sign the return. He argues:

<> Janet was legally separated from Paul at the
time the Form 8857 was filed. (Conpliance
acknow edged this fact.);

<> Janet was a victimof abuse by her husband.
(He did not present any evidence to support
this contention.);

<& Janet has no recollection as to whet her or
not the return she signed for 1998 showed a
bal ance due;

<> Janet had never been an enpl oyee of Paul’s
corporation. (No evidence was provided to
support this contention.);

* Janet had no reason to believe that the tax
due woul d remain unpai d past the due date of
the return. (There is no evidence to show
why she believed it would be tinely paid or
fromwhat source of funds she expected it to
be tinely paid.);

<> Janet woul d suffer econom c hardship if the
relief sought is not granted. (The Suppl e-
ment al Protest does not explain how or why.);

* Under the Separation Agreenent, neither
spouse has a legal obligation to pay the
litability in issue; and

* The total unpaid liability is attributable to

Paul’s incone. (This point is not in dis-
pute.)

LAW AND ANALYSI S

Equitable relief will be granted under I RC 6015(f) if
after considering all the facts and circunstances it
woul d be inequitable to hold the requesting spouse
liable for the underpaynent. Rev. Proc. 2000-15 pro-
vi des seven threshold conditions that nust be net
before the IRS will consider a request for equitable
relief under IRC 6015(f). 1In the instant case Conpli -
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ance and the requesting spouse agree that all seven of
t hese test have been net.

Reg. 1.6015-2(d) provides guidelines to be used to
determ ne whether or not equitable relief should be
granted. There are factors listed that weigh in favor
of relief and factors listed that wei gh against relief.
Neither list is all-inclusive. Oher factor can be
considered as well. | wll discuss each of the factors
as they relate to the facts in this case.

Fact ors Wei ghi ng For Reli ef

1. Marital status--Janet |ived as husband and w fe
with Paul during the entire year for which there is the
under paynment and was also living wwth himat the tine
she signed the return showi ng the underpaynent. She
was legally separated from Paul on the date she filed
the Form 8857. The fact that Janet was living with
Paul during all of 1998 and at the tine she signed the
return causes this factor not to weigh in favor of
granting relief.

2. Econom ¢ hardshi p--Janet has not denonstrated that
t he paynent of the jointly owed tax by her would create
an econom c hardship. Consequently, this factor does
not weigh in favor of granting relief.

3. Abuse--There was no evi dence of abuse. Conse-
gquently, this factor does not weigh in favor of grant-
ing relief.

4. Know edge or reason to know -Janet is college
educated. She signed the return, which shows a bal ance
due. Even a cursory review of the return would have
alerted Janet to the fact that there was a bal ance due.
She had not presented any evidence to show that she had
a reasonabl e belief that Paul was going to pay the

bal ance due. In view of these facts, this factor does
not weigh in favor of relief.

5. Spouse’s legal obligation--There is no |egal
agreenent or agreenment between the spouses that pro-
vides that Paul has an obligation to pay the anount
owed. Accordingly, this factor does not weigh in favor
of relief.
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6. Attribution--The unpaid liability arises primarily
if not solely frominconme attributable to Paul. This
factor weighs in favor of relief.

Fact ors Wi ghi ng Agai nst Reli ef

1. Attribution--The unpaid liability arises primarily
if not solely frominconme attributable to Paul. This
factor does not weigh against relief.

2. Know edge or reason to know -Janet is college
educated. She signed the return, which shows a bal ance
due. Even a cursory review of the return would have
alerted Janet to the fact that there was a bal ance due.
She has not presented any evidence to show that she had
a reasonabl e belief that Paul was going to pay the

bal ance due. In view of these facts, this factor

wei ghs very strongly against relief.

3. Significant benefit--As a nmenber of the househol d
Janet received benefit fromthe unpaid taxes. There-
fore, this factor wei ghs against relief.

4. Lack of econom c hardshi p--Janet has not shown
t hat she woul d experience an econom c hardship if
relief is not granted. This factor wei ghs agai nst
relief.

5. Nonconpliance with federal tax |laws--1t appears
that Janet has conplied with all federal incone tax

| aws in subsequent years. Accordingly, this factor

does not wei ght against relief.

6. Requesting spouse’s | egal obligation--There is no
| egal agreenment or agreenent between the spouses that
provi des that Janet has an obligation to pay the anount
owed. Accordingly, this factor does not wei gh agai nst
relief.

MY EVALUATI ON

After consideration of all the argunents, facts and
circunstances, it is ny reasoned judgnent that Janet
Krasner has not denonstrated that it would be inequita-
ble to hold her liable for the joint 1998 tax liabil -

ity.
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MY CONCLUSI ON

| recommend that the proposed denial of Janet Krasner’s
request for innocent spouse relief under I RC 6015(f) be
sustained. A Notice of Determ nation should be issued

for 1998. [Reproduced literally.]

On Decenber 27, 2004, the Montgonery County Court of Common
Pl eas issued an order (Decenber 27, 2004 order) nodifying any
previ ous support orders in the divorce proceedings instituted in
that Court by petitioner.!® The Decenber 27, 2004 order provided
in pertinent part:

AND NOW this 27th day of Decenber, 2004, after
trial proceedi ngs conducted, and predicated upon find-
ings that Plaintiff’'s [petitioner’s] inconme and/or
earning capacity is $1,500.00 per nonth, and Def en-
dant’s [M. Krasner’s] net inconme fromself enploynent
is $30,173.00 per nonth, it is hereby ORDERED and
DECREED as fol | ows:

1. Effective April 23, 2002, Defendant shall pay
to Plaintiff the sum of $9, 180.20 per nonth,
whi ch sum has been cal cul ated as foll ows:

a. Def endant Plaintiff
$30, 173. 00 $ 1, 500.00
- 1,500.00 +11.469. 20
$28, 673. 00 $12, 969. 20
X .40
$11, 469. 20

Conmbi ned | ncone
$31, 673. 00

59% 41%

b. Presunptive Mnimumfor Three (3) chil-
dren:

8The record does not contain all of the prior support
orders issued in the divorce proceedi ngs.



$3, 480. 00
Plus: Private School $3, 044. 00
Child Care $ 744.00
Sumer Canp $ 862.00
$8, 160. 00119
X .41
$3, 345. 60019
C. Mor t gage Adj ust nent
Total Mortgage and Taxes:
$3, 942. 00
+1,413.50
$5, 355. 50

25% of Plaintiff’'s Conbi ned | ncone:

$12, 969. 00
X .25
$3, 242. 30020
$5, 355. 50
- 3, 242. 30120
$2, 113. 20020
2 = $1, 056. 6029

d. Def endant to Plaintiff:

$11, 469. 20 APL

- $3,345. 6021 Less child support

$8, 123. 60021 Plaintiff to Defendant
+$1, 056. 60(2°91  Mbrt gage Adj ust ment

$9, 180. 20/ nol?1Def endant to Plaintiff

2. Def endant shall be responsible for the cost
of health insurance for Plaintiff and the

¥Qur cal cul ati ons show that this nunber shoul d have been
$8, 130, and not $8,160. Because of this conputational error in
t he Decenber 27, 2004 order, other nunbers in that order are
erroneousl y cal cul at ed.

20Qur cal cul ations show that this nunber should have been
$3, 242. 25, and not $3, 242.30. Because of this conputational
error in the Decenber 27, 2004 order, other nunbers in that order
are erroneously cal cul at ed.

2lSee supra note 19.
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parties’ unemanci pated children, the chil -
dren’s private school tuition, summer canp,
and daycare expenses.

3. Unr ei mbur sed Medi cal and Dental expenses,
i ncluding, but not limted to, psychol ogi cal
and/ or psychiatric expenses on behal f of the
children, which exceed $250.00 doll ars per
child per year, shall be apportioned 41%
plaintiff and 59% Def endant.

4. Plaintiff shall be responsible for paynent of
the first nortgage, second nortgage, and real
estate taxes for the property |l ocated at 350
Exeter Rd., Haverford, PA

5. All past issues related to credits sought by
Def endant and/or chal l enged by Plaintiff by
virtue of Defendant’s past paynent of nort-
gage, taxes, and insurance, during any period
of wife's responsibility for paynent thereof,
shal |l be addressed in the context of the
equitable distribution of marital assets.

[ Reproduced literally.]

OPI NI ON
We review respondent’s denial of relief under section

6015(f) for abuse of discretion.?? Butler v. Conm ssioner, 114

T.C. 276, 292 (2000). Petitioner bears the burden of proving
t hat respondent abused respondent’s discretion in denying such

relief. See Jonson v. Comm ssioner, 118 T.C. 106, 125 (2002),

affd. 353 F.3d 1181 (10th G r. 2003).
Section 6015(f) grants respondent discretion to relieve an

i ndi vidual who files a joint return fromjoint and several

22The Court’s jurisdiction in this case is dependent upon
sec. 6015(e)(1). Ewing v. Conm ssioner, 118 T.C 494, 498-507
(2002); see also Fernandez v. Conm ssioner, 114 T.C. 324, 330-331
(2000); Butler v. Conm ssioner, 114 T.C 276, 289-290 (2000).
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l[iability with respect to that return. That section provides:

SEC. 6015. RELIEF FROM JO NT AND SEVERAL LI ABILITY ON
JO NT RETURN.

* * * * * * *

Equi tabl e Relief.--Under procedures prescribed by

(f) _
the Secretary, if--

(1) taking into account all the facts and
circunstances, it is inequitable to hold the indi-
vidual liable for any unpaid tax or any deficiency
(or any portion of either); and

(2) relief is not available to such individ-
ual under subsection (b) or (c),

the Secretary may relieve such individual of such
liability.

In the instant case, the parties agree that relief is not
avail able to petitioner under section 6015(b) or (c), thereby
sati sfying section 6015(f)(2). They di sagree over whether
petitioner is entitled to relief under section 6015(f).

Before turning to the issue presented under section 6015(f),
we shall restate the comments that we nade at the concl usion of
the trial in this case with respect to our assessnent of the
credibility of petitioner, who testified in support of her
position that she is entitled to relief under section 6015(f),
and the credibility of M. Krasner, who testified in support of
his position as intervenor that petitioner is not entitled to
relief under that section. W did not find petitioner to be
credible. W found M. Krasner to be credible. W have taken

into account our evaluation of petitioner’s credibility and M.
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Krasner’s credibility in reaching our findings and conclusions in
this case.

We turn now to the issue presented under section 6015(f).
As directed by that section, respondent has prescribed procedures
in Rev. Proc. 2000-15, 2000-1 C. B. 447 (Revenue Procedure
2000-15)2 that are to be used in determ ning whether it would be
inequitable to find the requesting spouse |liable for part or al
of the liability in question. Section 4.01 of Revenue Procedure
2000-15 lists seven conditions (threshold conditions) which nust
be satisfied before the IRS wll consider a request for relief
under section 6015(f). In the instant case, respondent concedes
that those conditions are satisfied. Were, as here, the re-
questing spouse satisfies the threshold conditions, section 4.01
of Revenue Procedure 2000-15 provides that a requesting spouse
may be relieved under section 6015(f) of all or part of the

l[tability in question if, taking into account all the facts and

Z2\W note that Rev. Proc. 2003-61, 2003-2 C. B. 296 (Revenue
Procedure 2003-61), superseded Revenue Procedure 2000-15.
Revenue Procedure 2003-61 is effective for requests for relief
under sec. 6015(f) which were filed on or after Nov. 1, 2003, and
for requests for such relief which were pending on, and for which
no prelimnary determnation |etter had been issued as of, that
date. I1d. sec. 7, 2003-2 C.B. at 299. Revenue Procedure 2003-61
is not applicable in the instant case. That is because
(1) petitioner filed her request for relief under sec. 6015(f)
(viz, petitioner’s Form 8857) on Jan. 15, 2001, and (2) the IRS
i ssued prelimnary determ nations on Aug. 31, and Cct. 26, 2001,
respectively (viz, respondent’s August 31, 2001 letter to peti-
tioner and respondent’s COctober 26, 2001 letter to petitioner)
Wi th respect to such request for relief.
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circunstances, the IRS determnes that it would be inequitable to
hol d the requesting spouse liable for such liability.

Where, as here, the requesting spouse satisfies the thresh-
old conditions, section 4.02(1) of Revenue Procedure 2000-15 sets
forth the circunstances under which the IRS ordinarily wll grant
relief to that spouse under section 6015(f) in a case, |ike the
instant case, where a liability is reported in a joint return but
not paid. As pertinent here, those circunstances, which section
4. 02 of Revenue Procedure 2000-15 and we refer to as el enents,
ar e:

(a) At the time relief is requested, the request-
ing spouse is no longer married to, or is legally
separated from the nonrequesting spouse, or has not
been a nenber of the sanme household as the
nonr equesti ng spouse at any tinme during the 12-nonth
period ending on the date relief was requested,;

(b) At the tine the return was signed, the re-
questing spouse had no know edge or reason to know t hat
the tax would not be paid. The requesting spouse nust
establish that it was reasonable for the requesting
spouse to believe that the nonrequesti ng spouse woul d
pay the reported liability. * * *; and

(c) The requesting spouse will suffer economc
hardship if relief is not granted. For purposes of
this section, the determ nation of whether a requesting
spouse wi Il suffer econom c hardship will be made by
t he Comm ssioner or the Conm ssioner's del egate, and
Wl be based on rules simlar to those provided in
8 301.6343-1(b)(4) of the Regulations on Procedure and
Adm nistration. [Rev. Proc. 2000-15, sec. 4.02(1),
2000-1 C. B. at 448.]

(We shall hereinafter refer to the elenents set forth in section

4.02(1)(a), (b), and (c) of Revenue Procedure 2000-15 as the
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marital status elenent, the knowl edge or reason to know el enent,
and the econom c hardship el ement, respectively.)

Section 4.02(2) of Revenue Procedure 2000-15 provides that
relief granted under section 4.02(1) of that revenue procedure is
subject to the followng [imtations:

(a) If the return is or has been adjusted to

reflect an understatenent of tax, relief will be avail -

able only to the extent of the liability showm on the

return prior to any such adjustnent; and

(b) Relief will only be available to the extent

that the unpaid liability is allocable to the

nonr equesti ng spouse.

Turning to the three elenents set forth in section 4.02(1)
of Revenue Procedure 2000-15, the presence of which wll ordi-
narily result in a grant of relief under section 6015(f), in the
i nstant case, (1) respondent concedes that the marital status
el enent is present, (2) the parties dispute whether the know edge
or reason to know elenent is present, and (3) the parties dispute
whet her the econom c¢ hardship el enent is present.

Wth respect to the know edge or reason to know el enent,
petitioner contends that that element is present here. In order
for the know edge or reason to know el enent to be present in the
i nstant case, petitioner nust establish (1) that at the tine the
1998 joint return was signed she had no know edge or reason to
know that the tax shown due in that return would not be paid and

(2) that it was reasonable for her to believe that M. Krasner

woul d pay such tax.
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I n support of her position that the knowl edge or reason to
know el enment is present in the instant case, petitioner argues:

I ntervenor [ M. Krasner], who was solely and fully
responsi bl e for maki ng adequate w t hhol dings fromhis
pr of essi onal corporation “learned” in |late 1998 that he
had underw t hhel d, and withheld this information from
Petitioner until the return for 1998 was prepared in
1999. Intervenor had sole authority and ability to
make the necessary transfers and deposits into the
Krasners’ joint personal checking account fromhis

busi ness accounts. In addition, fromlate 1998 up
until the due date of the tax return in question,

I nt ervenor was experiencing over a fifty percent (50%
increase in his incone. The court in Levy v. Conm s-
sioner, T.C Menp. 2005-92 held in granting innocent
spouse relief that where a party “...earned substanti al
i nconme fromwhich he had adequate funds to pay the
reported. .. bal ance due anmounts” provided a basis for
Petitioner’s expectation that the taxes would be paid
in full. It is not credible to have Intervenor on the
one hand control the flow of funds into the Krasners’
account with which to pay the taxes, and on the other
have himinstruct Petitioner to set aside noney to pay
t he outstandi ng delinquent taxes, with no access to
funds, wth which to do so. Therefore, this factor
shoul d wei gh positively in favor of granting the relief
requested by Petitioner. [Reproduced literally.]

We turn first to petitioner’s reliance on Levy v. Conm s-

sioner, T.C Meno. 2005-92. Levy is materially distinguishable
fromthe instant case, and petitioner’s reliance on that case to
support her position with respect to the know edge or reason to
know el ement is msplaced. In Levy, the (1) nonrequesting spouse
(a) did not discuss with the requesting spouse the preparation
and filing of the tax return in question or the paynent of the
tax shown due in that return, (b) exercised conplete control over

t he househol d expenditures and the noney that the requesting
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spouse spent, and (c) handled and paid all of the household
bills, and (2) the requesting spouse did not have access to any
credit cards until the requesting spouse began working five years
after she and the nonrequesting spouse separated. |n contrast,
in the instant case, (1) on April 10, 1999, M. Krasner (the
nonr equesti ng spouse) presented to petitioner (the requesting
spouse) the conpleted 1998 joint return and reviewed at |east the
first three pages of that conpleted return with her, which
i ncluded the page of that return that showed tax due of $38, 324;
(2) inreviewing the 1998 joint return with petitioner on Apri
10, 1999, M. Krasner infornmed her (a) that they owed $38, 324 of
tax for 1998, (b) that they needed to nake arrangenents with the
RS to set up an installnent plan to pay that tax liability just
as they had previously done with respect to their joint tax
liability for 1992, and (c) that, in order to be able to pay
their joint tax liability for 1998, they needed to start setting
noney aside, which M. Krasner told petitioner would require
reduci ng the anmount that they were spendi ng on househol d and
other items; and (3) on April 10, 1999, after M. Krasner re-
vi ewed and di scussed the 1998 joint return with petitioner as
descri bed above, petitioner and M. Krasner signed that return.
Mor eover, unlike Levy, in the instant case, (1) at |east during
1998 until around Decenber 1999, (a) petitioner and M. Krasner

mai nt ai ned a joint checking account into which M. Krasner
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deposited revenues fromone or nore of his businesses, (b) the
respective bal ances in the joint checking account on February 16
and March 16, 1999, were $13,808.90 and $17, 746. 87, and
(c) petitioner generally was to pay certain household bills and
bills for certain personal items fromthe joint checking
account.? Finally, unlike Levy, in the instant case, at |east
during 1999 until around Decenber of that year, petitioner had,
or had access to, two major credit cards, Visa and Anerican
Expr ess.

Havi ng found petitioner’s reliance on Levy wth respect to
t he know edge or reason to know el enent to be m splaced, we turn
now t o whether petitioner has carried her burden of establishing
that that elenent is present here. Petitioner contends:

at the tinme the return [for 1998] was presented to her

[ petitioner] for her signature, the Krasner famly was

living a life, which many woul d agree to be the Aneri -

can dream 251  The Intervenor’s [M. Krasner’s] prac-

tice was, during 1998 and 1999, froma financial per-

spective, enjoying its nost successful years.

I ntervenor, for 1999 al one, had increased his adjusted

gross income over that of 1998 by over $170, 000. 00,

whi ch, cal cul ated on a nonthly average basis al one
woul d have provided for the paynment in full of the

24l n instances where petitioner did not always have enough
nmoney in the joint checking account to pay all the household
bills that she was to pay, M. Krasner paid certain household
bills (e.g., nortgage | oan paynents) fromone or both of M.
Krasner’ s busi ness accounts.

2In fact, petitioner clainms on brief that “the Krasner
famly s lifestyle was arguably in the upper inconme sphere of
American famlies”. However, petitioner claimed in petitioner’s
Novenber 7, 2003 letter to respondent: “Prior to the tax return
at issue, Janet had enjoyed a life of mddle class confort”.
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under paynment of 1998 tax in April of 1999. Therefore,
* * * jt is difficult to understand and believe that
nonet ary consi derations were promnent in the Krasner
famly wth a year to date average nonthly increase of
over $14,000.00 for 1998 to 1999. Notwi thstanding the
testimony of Paul Krasner, his first witten assertion
that there was sonething awy with their finances was
included in * * * [M. Krasner’s August 5, 1999 enai
to petitioner], which is over four nonths after the due
date for paynent of the taxes at issue. Petitioner
asserts that the true reason for sending the e-mail on
August 5, 1999, was in response to her retaining di-
vorce counsel on or about that tine, which she had
previously hoped to avoid by arriving at a harnoni ous
property settlement and di vorce decree.

Both Petitioner and Intervenor testified that Pau
Krasner had expended substantial suns of noney on
| avish gifts he purchased for Petitioner during the
taxabl e year in question with apparent no regard for
any alleged financial inability to afford such at the
time of their purchase. 1In addition, both the
I ntervenor and Petitioner took both separate and joint
vacations during the taxable year in question in the
early part of 1999, again wth no apparent regard for
t he expense of sane. Intervenor, Paul Krasner, also
had prior to 1998 put his very young children on the
payroll of his endodontic practice and, notw thstandi ng
hi s professional financial woes, determ ned that they
were worth sonewhere in the range of $265.00 per hour
for secretarial and adm nistrative work. * * * Since
the I ntervenor elected to expend noney on such
extravagancies as lavish gifts and paying his very
young children such exorbitant salaries, supports the
Petitioner’s justifiable belief that the tax liability
for 1998 would be paid in full at the tinme that it was
due. This belief was especially reasonable in |ight of
the gl owm ng periodic and regul ar financial reports
| ntervenor was providing to Petitioner about his prac-
tice. [Reproduced literally.]

On the record before us, we reject petitioner’s position
with respect to the know edge and reason to know el enent. As
di scussed above, we have found that before petitioner signed the

1998 joint return on April 10, 1999, M. Krasner (1) presented
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and reviewed at least the first three pages of that return with
petitioner and (2) informed her that they (a) owed $38, 324 of tax
for 1998, (b) needed to make arrangenments with the IRS to set up
an installnment plan to pay that tax liability, and (c) needed to
start setting noney aside, which M. Krasner told petitioner
woul d require reducing the anount that they were spending on
househol d and other items. Under these circunstances, we con-
clude that it was unreasonable for petitioner to believe when she
signed the 1998 joint return on April 10, 1999, that the $38, 324
of tax shown due in that return would be paid by M. Krasner when
that return was filed. At a mnimm in |ight of what M.
Krasner told petitioner imrediately before she signed the 1998
joint return, petitioner should have asked M. Krasner at that
time to explain why they were unable to pay their joint tax
liability for 1998, given that they had been spendi ng noney on
househol d and other itens, including gifts for petitioner and
trips by petitioner, alone or with one or nore famly nenbers,
during 1998 and the first several nonths of 1999. Petitioner
asked for no such explanation. Petitioner would have the Court
concl ude that she asked for no such expl anation because M.
Krasner never advised her on the day she signed the 1998 j oi nt
return that, in order to be able to pay their $38,324 joint tax
l[tability for 1998, they needed to make arrangenents with the IRS

to set up an installnent plan and to start setting noney aside by
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reduci ng the anmount that they were spendi ng on househol d and
other itenms. W do not believe petitioner’s version of the
events that transpired on the day she signed the 1998 joint
return.?® W believe M. Krasner’'s testinony about those events.

On the record before us, we find that petitioner has failed
to carry her burden of establishing that the know edge or reason
to know el enent set forth in section 4.02(1)(b) of Revenue
Procedure 2000-15 is present here.

Wth respect to the econom c hardship element set forth in

section 4.02(1)(c) of Revenue Procedure 2000-15, 2" petitioner

26l n petitioner’'s Form 8857 filed around Jan. 15, 2001, and
in petitioner’s Form 886-A filed between Aug. 31 and Cct. 26,
2001, petitioner denied that she signed the 1998 joint return.
It was only in petitioner’s Novenber 1, 2001 letter to respondent
that petitioner stopped denying that she signed the 1998 joi nt
return and indicated that she did not renenber signing that
return. In petitioner’s Novenber 7, 2003 letter to respondent,
petitioner again contended that she did “not have i nmedi ate
recoll ection of signing this [1998 joint] return”

2l n determ ni ng whet her a requesting spouse will suffer
econom ¢ hardship, sec. 4.02(1)(c) of Revenue Procedure 2000- 15,
to which sec. 4.03(1)(b) of that revenue procedure refers,
requires reliance on rules simlar to those provided in sec.
301.6343-1(b)(4), Proced. & Adm n. Regs. Sec.
301.6343-1(b)(4) (i), Proced. & Adm n. Regs., generally provides
that an individual suffers an econom c hardship if the individual
is unable to pay his or her reasonable basic |iving expenses.
Sec. 301.6343-1(b)(4), Proced. & Adm n. Regs., provides in
pertinent part:

(1i) Information fromtaxpayer.--In determning a
reasonabl e amount for basic |iving expenses the direc-
tor wll consider any information provided by the
t axpayer i ncl udi ng--

(A) The taxpayer's age, enploynent status and
(continued. . .)
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contends that that elenment is present here. According to peti-
tioner,

Wiile * * * Petitioner currently receives what would
appear to be a substantial anpunt of incone, the Peti -
tioner credibly testified that she had to pay fromthat
over $5,300.00 per nonth in total nortgage paynments and
taxes on the marital residence. |In addition, Peti-
tioner testified that utility costs for water, sewer,
gas, electric for their house, etc., also absorbed

anot her significant chunk of her nmoney. The bal ance of
the nonies, to the extent they were tinmely and fully
pai d, which was not always the case * * * was used to
pay, in part, food, clothing, health and transportatlon
expenses for herself and her children. * *

On the record before us, we find that petitioner has failed

21(...continued)
history, ability to earn, nunber of dependents, and status
as a dependent of soneone el se;

(B) The anount reasonably necessary for food,
cl ot hing, housing (including utilities, home-owner
i nsurance, home-owner dues, and the |ike), nedical
expenses (including health insurance), transportation,
current tax paynents (including federal, state, and
| ocal ), alinony, child support, or other court-ordered
paynments, and expenses necessary to the taxpayer's
production of inconme (such as dues for a trade union or
pr of essi onal organi zation, or child care paynents which
all ow the taxpayer to be gainfully enployed);

(© The cost of living in the geographic area
in which the taxpayer resides;

(D) The anount of property exenpt fromlevy
which is available to pay the taxpayer's expenses;

(E) Any extraordinary circunstances such as
speci al education expenses, a nedical catastrophe, or
natural disaster; and

(F) Any other factor that the taxpayer clains
bears on econom c hardship and brings to the attention
of the director.
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to substantiate the anount of her “reasonable basic |iving
expenses” within the neaning of section 301.6343-1(b)(4), Proced.
& Adm n. Regs. Moreover, although the Decenber 27, 2004 order
i ssued by the Montgonmery County Court of Common Pl eas required
petitioner to pay the first and second nortgage | oans and real
estate taxes for the marital residence, that order directed M.
Krasner to pay $9,180.20 a nonth to petitioner, $1,056.60 of
which was with respect to such nortgage | oans and taxes.?® In
addi tion, around the begi nning of 2005, shortly after the Mont-
gonery County Court of Common Pl eas issued the Decenber 27, 2004
order, petitioner’s earning capacity increased fromthe $1,500 a
nmonth reflected in that order to approxi mately $200 a day. On
the record before us, we find that there is no credible evidence
establishing, and petitioner has failed to show, that if she were
to pay the unpaid 1998 liability, she would not be able to pay a
reasonabl e amount for basic living expenses within the neani ng of
section 301.6343-1(b)(4), Proced. & Adm n. Regs.

On the record before us, we find that petitioner has failed
to carry her burden of establishing that the econom c hardship

el enent i s present here.

22The Decenber 27, 2004 order issued by the Mntgonery
County Court of Common Pl eas al so made M. Krasner responsible
for, inter alia, the cost of health insurance for petitioner and
t he unemanci pated children and the children’s private school
tuition, sunmer canp, and day care expenses. That order did not
address who was to bear responsibility for utility expenses with
respect to the marital residence.
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On the record before us, we find that petitioner has failed
to carry her burden of establishing that all of the elenents set
forth in section 4.02(1) of Revenue Procedure 2000-15 under which
the IRS will ordinarily grant equitable relief under section
6015(f) are present in the instant case.

The I RS may nonet hel ess grant relief to petitioner under
section 4.03 of Revenue Procedure 2000-15. That section provides
a partial list of positive and negative factors which respondent
is to take into account in considering whether to grant an
i ndividual relief under section 6015(f). No single factor is to
be determ native in any particular case; all factors are to be
consi dered and wei ghed appropriately; and the |ist of factors is
not intended to be exhaustive. Rev. Proc. 2000-15, sec. 4.03,
2000-1 C. B. at 448.

As pertinent here, section 4.03(1) of Revenue Procedure
2000- 15 sets forth the follow ng positive factors which weigh in
favor of granting relief under section 6015(f):

(a) Marital status. The requesting spouse is

separated (whether legally separated or living apart)
or divorced fromthe nonrequesting spouse.

(b) Econom c¢ hardshi p. The requesting spouse
woul d suffer econom c hardship (wthin the neani ng of
section 4.02(1)(c) of this revenue procedure) if relief
fromthe liability is not granted.

(c) Abuse. The requesting spouse was abused by
t he nonrequesti ng spouse, but such abuse did not anobunt
to duress.
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(d) No know edge or reason to know. In the case
of aliability that was properly reported but not paid,
t he requesting spouse did not know and had no reason to
know that the liability would not be paid. * * *

(e) Nonrequesting spouse’s legal obligation. The
nonr equesting spouse has a | egal obligation pursuant to
a divorce decree or agreenent to pay the outstanding
liability. This will not be a factor weighing in favor
of relief if the requesting spouse knew or had reason
to know, at the tinme the divorce decree or agreenent
was entered into, that the nonrequesting spouse would
not pay the liability.

(f) Attributable to nonrequesting spouse. The
liability for which relief is sought is solely attrib-
utabl e to the nonrequesting spouse.

(We shall hereinafter refer to the positive factors set forth in
section 4.03(1)(a), (b), (c¢), (d), (e), and (f) of Revenue
Procedure 2000-15 as the marital status positive factor, the
econom ¢ hardship positive factor, the abuse positive factor, the
know edge or reason to know positive factor, the |l egal obligation
positive factor, and the attribution positive factor, respec-
tively.)

We note initially that the parties do not dispute that the
marital status positive factor, the know edge or reason to know
positive factor, and the econom c hardship positive factor set
forth in section 4.03(1)(a), (d), and (b), respectively, of
Revenue Procedure 2000-15 are the sanme as the marital status
el enent, the know edge or reason to know el enent, and the eco-

nom ¢ hardship elenent set forth in section 4.02(1)(a), (b), and

(c), respectively, of that revenue procedure.
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Wth respect to the marital status positive factor set forth
in section 4.03(1)(a) of Revenue Procedure 2000-15, respondent
concedes that that factor is present here.

Wth respect to the econom ¢ hardship positive factor and
t he know edge or reason to know positive factor set forth in
section 4.03(1)(b) and (d), respectively, of Revenue Procedure
2000- 15, we have found that petitioner has failed to carry her
burden of show ng that the econom c hardship el enment and the
know edge or reason to know el enent set forth in section
4.02(1)(c) and (b), respectively, of Revenue Procedure 2000-15
are present here. On the instant record, we further find that
petitioner has failed to carry her burden of establishing that
t he econom ¢ hardship positive factor and the know edge or reason
to know positive factor set forth in section 4.03(1)(b) and (d),
respectively, of that revenue procedure are present here.

Wth respect to the abuse positive factor set forth in
section 4.03(1)(c) of Revenue Procedure 2000-15, petitioner
relies on the five incident reports prepared by officers of the
Haverford police departnent between Decenber 18, 1999, and
February 11, 2001, and on her testinony to support her position
that the abuse positive factor is present here. According to
petitioner,

during the taxable year at issue and, both before and

afterwards, the Intervenor abused drugs and al cohol,

whi ch resulted in aberrant behavi or and his abusive
treatment of her. Petitioner credibly testified that,
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because of this abusive behavior by the Intervenor, she

felt duress during the time period when the tax return

at issue was being prepared and signed. Petitioner

testified that she reluctantly acqui esced to many of

I ntervenor’s demands to maintain marital and famly

har nony.

Wth respect to the five incident reports on which peti-
tioner relies to support her claimof abuse by M. Krasner, those
reports related to conplaints made by petitioner well after Apri
10, 1999, when she signed the 1998 joint return.? Nbreover
those incident reports do not support petitioner’s position that
t he abuse positive factor is present here. Except for the
January 16, 2000 incident report, which indicated that petitioner
al l eged that M. Krasner shoved her, none of the other incident
reports reflected any claimnmade by petitioner to the Haverford
pol i ce departnent of unwanted physical contact, or any physical
or nental abuse, by M. Krasner. As for the January 16, 2000
i ncident report which indicated that petitioner clainmed that M.
Krasner “shoved her during the argunent”, that report stated:
“No signs of physical injury.”

Wth respect to petitioner’s testinony on which she relies
to support her claimof abuse by M. Krasner, we did not believe

such testinony. Petitioner did not claimabusive treatnent by

M. Krasner in petitioner’s Form 8857 or in any other witten

PO ficers of the Haverford police departnent prepared the
five incident reports between Dec. 18, 1999, and Feb. 11, 2001.
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submi ssions that she nmade to the IRS after she filed that form *
Mor eover, petitioner had no hesitation in allow ng the children
to stay with M. Krasner during virtually all of the trips that
she took alone during 1999. Nor did petitioner have any hesita-
tion in allowng the children to stay with M. Krasner pursuant
to the custodial order that was in effect at nost relevant tines
after she and M. Krasner legally separated on Cctober 13, 1999,
under which, for each 28-day period during the year (excluding
the sumrer when certain of the children attended canp), the
children were to spend 18 days with M. Krasner. |If petitioner’s
claimthat M. Krasner “abused drugs and al cohol, which resulted
in aberrant behavior” were true, we do not believe that she would
have left the children with M. Krasner during virtually all of
the trips that petitioner took alone during 1999, and we believe
t hat she woul d have asked the Montgonmery County Court of Conmon
Pleas to nodify the custodial order so that the children were not
in M. Krasner’s custody for 18 out of each 28-day period during
the year (except the summer). Furthernore, petitioner had no
hesitation in maki ng conpl aints about M. Krasner to the
Haverford police departnent. |If petitioner’s claimthat M.
Krasner “abused drugs and al cohol, which resulted in aberrant

behavi or and his abusive treatment of her” were true, we believe

%l n response to a question in petitioner’s Form 886-A
aski ng whet her petitioner was subject to any marital abuse during
1998, petitioner stated: “See Report”. Petitioner did not
attach any report to petitioner’s Form 886-A.
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(1) that the five incident reports prepared by officers of the
Haverford police departnment woul d have reflected petitioner’s
clains of such alleged drug and al cohol abuse and such all eged
aberrant behavior and abusive treatnent and (2) that petitioner
woul d have nmade conplaints to the Haverford police departnent
all eging such matters well before she nmade her first conplaint on
Decenber 18, 1999.

On the record before us, we find that petitioner has failed
to carry her burden of showing that the abuse positive factor set
forth in section 4.03(1)(c) of Revenue Procedure 2000-15 is
present here.

Wth respect to the legal obligation positive factor set
forth in section 4.03(1)(e) of Revenue Procedure 2000-15, peti-
tioner concedes that as of the tinme of the trial in this case
there was no | egal obligation for M. Krasner to pay any tax due
for taxable year 1998. Respondent concedes that as of that tine
there was no | egal obligation for petitioner to pay any tax due
for that year.® On the record before us, we find that the |ega
obligation positive factor is a neutral factor in this case.

Wth respect to the attribution positive factor set forth in
section 4.03(1)(f) of Revenue Procedure 2000-15, respondent

concedes that the unpaid 1998 liability is solely attributable to

31As of the tine of the trial in this case, there was no
final divorce decree or agreenent in which a court addressed who
was to pay any tax due for taxable year 1998. See infra note 33.
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M. Krasner. W find that respondent concedes that the attri bu-
tion positive factor is present here.

Turning to the negative factors wei ghi ng agai nst granting
relief under section 6015(f) set forth in section 4.03(2) of
Revenue Procedure 2000-15, as pertinent here, those factors are:

(a) Attributable to the requesting spouse. The

unpaid liability * * * is attributable to the request-
i ng spouse.

(b) Know edge, or reason to know. A requesting
spouse knew or had reason to know * * * that the re-
ported liability would be unpaid at the tinme the return
was signed. This is an extrenely strong factor weigh-
ing against relief. Nonetheless, when the factors in
favor of equitable relief are unusually strong, it may
be appropriate to grant relief under 8 6015(f) in
limted situations where a requesting spouse knew or
had reason to know that the liability would not be paid

* * %

(c) Significant benefit. The requesting spouse
has significantly benefitted (beyond normal support)
fromthe unpaid liability * * *,

(d) Lack of econom c hardship. The requesting
spouse wi Il not experience econom c hardship (within
t he nmeani ng of section 4.02(1)(c) of this revenue
procedure) if relief fromliability is not granted.

(e) _Nonconpliance with federal incone tax |aws.
The requesti ng spouse has not made a good faith effort
to comply with federal inconme tax laws in the tax years
follow ng the tax year or years to which the request
for relief relates.

(f) Requesting spouse’s legal obligation. The
requesting spouse has a legal obligation pursuant to a
di vorce decree or agreenent to pay the liability.

(We shall hereinafter refer to the negative factors set forth in

section 4.03(2)(a), (b), (c¢), (d), (e), and (f) of Revenue
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Procedure 2000-15 as the attribution negative factor, the know -
edge or reason to know negative factor, the significant benefit
negati ve factor, the econom c hardship negative factor, the tax
| aw nonconpl i ance negative factor, and the |egal obligation
negati ve factor, respectively.)

We note initially that the parties do not dispute that the
know edge or reason to know negative factor, the econom c hard-
ship negative factor, and the |l egal obligation negative factor
set forth in section 4.03(2)(b), (d), and (f), respectively, of
Revenue Procedure 2000-15 are the opposites of the know edge or
reason to know positive factor, the econom c hardship positive
factor, and the | egal obligation positive factor set forth in
section 4.03(1)(d), (b), and (e), respectively, of that revenue
procedure. W also note that the parties do not dispute that the
attribution negative factor set forth in section 4.03(2)(a) of
Revenue Procedure 2000-15 is essentially the opposite of the
attribution positive factor set forth in section 4.03(1)(f) of
t hat revenue procedure. %

We have found above that petitioner has failed to carry her

burden of establishing that the econom ¢ hardship positive factor

32\ do not believe that those two factors are exactly
opposite because the attribution negative factor does not contain
the word “solely” that appears in the attribution positive
factor. Nonethel ess, we conclude that respondent’s use of the
word “solely” in describing the attribution positive factor but
not in describing the attribution negative factor does not affect
our findings and conclusions in the instant case with respect to
t hose factors.
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set forth in section 4.03(1)(b) of Revenue Procedure 2000-15 and
t he know edge or reason to know positive factor set forth in
section 4.03(1)(d) of that revenue procedure are present here.
On the instant record, we further find that petitioner has failed
to carry her burden of establishing that the know edge or reason
to know negative factor set forth in section 4.03(2)(b) of
Revenue Procedure 2000-15 and the econom c hardshi p negative
factor set forth in section 4.03(2)(d) of that revenue procedure
are not present here.

Wth respect to the attribution negative factor set forth in
section 4.03(2)(a) of Revenue Procedure 2000-15, we have found
t hat respondent concedes that the attribution positive factor is
present in this case. On the record before us, we find that
respondent concedes that the attribution negative factor set
forth in section 4.03(2)(a) of Revenue Procedure 2000-15 is not
present here.

Wth respect to the significant benefit negative factor set
forth in section 4.03(2)(c) of Revenue Procedure 2000-15 (i.e.,
whet her the requesting spouse has significantly benefited beyond
normal support fromthe unpaid liability), it is petitioner’s
position that she “did not significantly benefit fromthe nonpay-
ment of taxes.” |In support of her position, petitioner asserts
that “she had neither know edge nor reason to know of the nonpay-

ment because of Intervenor’s own | avish spending on gifts” and
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other items. W have rejected petitioner’s contention that “she
had neither know edge nor reason to know of the nonpaynent” of
the tax shown due in the 1998 joint return. Assum ng arguendo
that we had accepted that contention, whether petitioner knew or
had reason to know when she signed the 1998 joint return that the
$38, 324 of tax shown due in that return would not be paid has
nothing to do with, and does not establish, whether she signifi-
cantly benefited fromthat unpaid 1998 liability.

In further support of her position that the significant
benefit negative factor set forth in section 4.03(2)(c) of
Revenue Procedure 2000-15 is not present here, petitioner as-
serts:

Respondent contends that Petitioner’s trips,
conbined with certain personal expenditures, evidenced
significant benefits fromthe unpaid tax liability.

Al t hough the Petitioner did take the trips in question,
she was on many occassions [sic] doing so for the
primary purpose of correcting failed knee surgery.

O her trips, such as the one to France with her daugh-
ter, were jointly purchased by the Intervenor and
Petitioner. Simlarly, the Intervenor also enjoyed
golf trips and a spiritual retreat in California during
the tax year at issue. Paynment of Petitioner’s initial
| egal fees by Intervenor should simlarly be rejected
as a significant benefit since she was doing so only to
protect her best interests and defending herself

agai nst the actions of Intervenor and his counsel. Al
of the above Petitioner’s expenditures were being done
at atime of dramatically increasing household incone.
Therefore, Petitioner did not significantly benefit
from paynent of these costs since the majority of these
expenditures were to protect her health or legal inter-
ests. * * * [Citations omtted.]
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Nor mal support is not a significant benefit. Flynn v.

Commi ssioner, 93 T.C 355, 367 (1989). 1In order to determ ne

whet her the requesting spouse significantly benefited fromthe
unpaid liability in question, we consider whether the requesting
spouse and the nonrequesting spouse were able to nake expendi -
tures that they otherw se would not have been able to nake and
that benefited, or were inportant to, the requesting spouse. See

Alt v. Conmm ssioner, 119 T.C 306, 314 (2002), affd. 101 Fed.

Appx. 34 (6th Cr. 2004); Jonson v. Comm ssioner, 118 T.C. at

126.

We have found that on different occasions during 1998 M.
Krasner purchased and gave petitioner two Apple conputers, a
pearl necklace worth at |east $2,000, a digital canera, an opal
brooch that he purchased for $350, and a di anond neckl ace that he
pur chased for $800 and returned at the request of petitioner. W
have al so found that at |east during 1998, 1999, and 2000,
petitioner, either alone or wwth one or nore famly nenbers, took
various trips to different places in the United States, one trip
to lItaly, and one trip to Paris, France. Two of those trips in
the fall of 1999 related to constructive surgery that petitioner
had on her knee. However, the record is devoid of reliable
evi dence establishing the anount that petitioner and M. Krasner
spent annually for normal support before, during, and after the

taxabl e year at issue. As a result, we are unable to find on the
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record presented that petitioner did not significantly benefit
beyond normal support fromthe unpaid 1998 liability. On the
record before us, we find that petitioner has failed to carry her
burden of establishing that she did not significantly benefit
beyond normal support fromthat unpaid liability.

On the record before us, we find that petitioner has failed
to carry her burden of establishing that the significant benefit
negative factor set forth in section 4.03(2)(c) of Revenue
Procedure 2000-15 is not present here.

Wth respect to the tax | aw nonconpliance negative factor
set forth in section 4.03(2)(e) of Revenue Procedure 2000-15,
respondent concedes that that factor is not present here.

Wth respect to the |egal obligation negative factor set
forth in section 4.03(2)(f) of Revenue Procedure 2000-15, as
di scussed above, respondent concedes that as of the tinme of the
trial in this case there was no | egal obligation for petitioner
to pay any tax due for taxable year 1998, and petitioner concedes
that at that tinme there was no |legal obligation for M. Krasner
to pay any tax due for that year.3* As a result, we have found
that the |l egal obligation positive factor set forth in section
4.03(1)(e) of Revenue Procedure 2000-15 is a neutral factor in
this case. On the record before us, we find that the | egal

obl i gation negative factor set forth in section 4.03(2)(f) of

33See supra note 31.
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that revenue procedure also is a neutral factor in this case.

On the record before us, we find that petitioner has failed
to carry her burden of establishing any other factors that weigh
in favor of granting relief under section 6015(f) and that are
not set forth in sections 4.02(1) and 4.03(1) of Revenue Proce-
dure 2000-15.

Based upon our exam nation of the entire record before us,
we find that petitioner has failed to carry her burden of show ng
t hat respondent abused respondent’s discretion in denying her
relief under section 6015(f) with respect to the unpaid 1998
liability.

We have considered all of the parties’ argunments and conten-
tions that are not discussed herein, and we find themto be
w thout nmerit, irrelevant, and/or noot.

To reflect the foregoing,

Deci sion will be entered

for respondent.




