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MEMORANDUM FI NDI NGS OF FACT AND OPI NI ON
SWFT, Judge: The issue for decision is whether petitioner
is entitled to additional relief under section 6015 fromjoint
liability for 1995 Federal incone taxes, and rel ated penalty,
additions to tax, and interest.
Unl ess otherwi se indicated, all section references are to

the Internal Revenue Code in effect for the year in issue, and
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all Rule references are to the Tax Court Rules of Practice and

Pr ocedur e.

FI NDI NGS OF FACT

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

At the tinme the petition was filed, petitioner resided in
Gol den, Col or ado.

Petitioner has a background in property managenent and has
conpleted 1 year of college. Petitioner has no children.

I n Septenber of 1986, petitioner nmet John MKni ght (John).
In 1987, John and his then wife Sally Overton (Overton) divorced.
Shortly thereafter, petitioner and John began dating. John has a
son fromhis marriage to Overton

John acted as a sales representative for construction
product manufacturers. John operated his business as a sole
proprietorshi p under the nane of MKni ght and Associ at es.

As petitioner and John’s dating relationship devel oped,
petitioner allowed John to use petitioner’s personal credit cards
to pay a nunber of John’s busi ness expenses. Initially, John
pronptly repaid petitioner so that petitioner could tinely make
her credit card paynents.

I n 1990, John asked petitioner to work in his business.

John told petitioner that he needed her help to expand the

busi ness and that he would pay petitioner the sanme anount that
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she earned in her prior job. Petitioner accepted John's offer,
quit her job, and went to work for John.

Petitioner’s responsibilities working in John's business
i ncl uded answering phone calls, bookkeeping, taking orders for
products, and other clerical tasks.

After a nonth, petitioner asked John why she was not getting
paid. John explained to petitioner that he had not yet received
enough conmm ssions to pay her but that he soon would do so.
However, fromthe tine petitioner began working for John and his
busi ness in 1990, petitioner never was paid any wages or other
conpensation for her work.

On Cctober 12, 1992, petitioner and John were nmarri ed.
Around the tine of their marriage, John sold his hone in
West mi nster, Col orado, and petitioner and John noved into a new
home in Castle Rock, Colorado (Castle Rock hone). Using
petitioner’s poor credit as the excuse and even though John
hi msel f was responsible for petitioner’s poor credit rating, John
titled the Castle Rock honme only in his name. John prom sed
petitioner that at a |later date he would put petitioner’s nanme on
the title to the honme, which he never did.

To finance his business, John took out mnultiple second and
third nortgages on the Castle Rock hone.

Sonetinme after they were married, petitioner and John

decided to trade in on a new car a car which petitioner had owned
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prior to their marriage. John titled the new car only in his
name. John told petitioner that he had m stakenly omtted
petitioner’s name fromthe car title, but John | ater acknow edged
that he had done so intentionally.

After petitioner married John, John’s spending began to
spiral out of control. John increased the anount and frequency
of charges he nade on petitioner’s credit cards, and John becane
i ncreasingly delinquent in paynents to petitioner to cover the
expenses so charged. At one point, John's charges to
petitioner’s credit cards relating to John’s business reached a
total outstandi ng bal ance of $38, 000.

Wth her own funds, petitioner eventually paid off a
significant portion of John's charges to her credit cards.

On Decenber 30, 1993, John incorporated his sales
representative business as M3/ MKnight Goup, Inc. (M3d). An
el ection was filed with respondent to have M3d treated as an
S corporation.

At John’s insistence, petitioner signed the M3d articles of
i ncorporation, and petitioner, along with John, was listed on the
M3 articles of incorporation as a director of Md. Petitioner,
however, was not aware of the |legal significance of signing the
M3 articles of incorporation or of being listed as a director.

John always made it clear to petitioner that he regarded

hi nself as sol e owner of the business and of M3d and that he did
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not recogni ze petitioner as having an ownership interest in Md.
Shares of M3 stock apparently were never issued.

To the extent petitioner held an ownership interest in M3,
it was only a nomnal interest. Wthout consulting petitioner,
John made all of the decisions relating to Md. Petitioner did
not make a capital contribution to M3, did not receive M3
stock, did not have signatory authority on M3d’'s bank account,
did not know what title or position she nomnally held in M3,
received no distributions fromM3d, and as expl ai ned, never
recei ved wages or other conpensation from M3 .

Throughout their marriage, petitioner generally kept track
of the household bills and expenses, but petitioner would show
the bills to John. John would decide which bills to pay and when
to pay them Periodically, John would transfer just enough noney
into the marital joint checking account for petitioner to wite
checks to pay bills he had approved. Petitioner did not have
access to John' s personal and busi ness bank accounts.

Prior to their marriage, in an effort to convince petitioner
to marry him John had checked hinself into an al cohol abuse
treatment center. However, on the night of their marriage John
resumed dri nki ng.

Throughout his marriage to petitioner, John's problens with
al cohol increased. On three occasions during the marriage, John

was arrested for driving under the influence.
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I n Novenber of 1994, a tractor-trailer hit and injured John.
The accident occurred as John was wal ki ng drunk on the shoul der
of a highway. John filed a |lawsuit against the truck driver and
the trucking conpany. 1In a settlenment of the lawsuit, the
t rucki ng conpany awarded John and petitioner jointly an $80, 000
deferred annuity.

In part as a result of John’s injuries fromthe accident,
M3’ s busi ness began to do poorly. John could not |eave his hone
to make sales calls, and John became argunentative with his
clients, nost of whom soon termi nated their contracts with M3.

In addition to not paying petitioner for her work, ruining
her credit, and putting major marital assets only in his nane,
John becane both nentally and physically abusive to petitioner,
whi ch abuse escal ated t hroughout the marriage.

Due to his drinking problem John often would go into rages
where he woul d shove and hit petitioner.

John purchased firearns and ot her weapons which he kept in
the hone. Petitioner feared John and believed that John m ght
use his weapons to seriously harm her.

I n January of 1995, John beat petitioner with his crutches.
Upon petitioner’s request, the police renoved 12 firearnms from
the hone. The night of the beating petitioner left the honme to

stay with a friend.
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When petitioner returned hone to retrieve her bel ongi ngs,
John had changed the | ocks and boarded up the w ndows.

Petitioner did not have a job, credit, nearby famly, or
ot her nmeans of support, and only a few articles of clothing in
her possession. John apol ogi zed to petitioner for his behavior.
Because she felt she did not have an alternative, petitioner
noved back in with John. Thereafter, John’s conduct toward
petitioner becane worse.

Fromthe Internet John downl oaded pornography and while on
trips was unfaithful to petitioner.

In one incident that occurred in the summer of 1997, John
broke a wne glass on a table and with the broken gl ass sl ashed
petitioner’s throat. Petitioner fought off John and managed to
| ock herself in aroom Instead of going to a hospital
petitioner did her best to stop the bleeding and to close up the
wound. Petitioner feared that if she sought nedical treatnent
John woul d be arrested and that he m ght seek to kill her.

Soon after the above incident, petitioner secretly packed up
many of her bel ongi ngs and noved into a notel in a nearby
comunity.

Petitioner stayed in the notel for several weeks before

finding a job and noving into an apartnent.
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I n Decenber of 1997, John filed for divorce frompetitioner
so that he could marry anot her woman. On Cctober 16, 1998,
petitioner and John's divorce becane final.

As of the tine of the divorce, John had borrowed agai nst al
of the equity in the Castle Rock honme and had spent or consuned
all of the |oan proceeds along with nost other marital assets.

In the divorce, the $80, 000 deferred annuity relating to
John’ s accident was split into two $40, 000 deferred annuiti es,
one of which petitioner received, and John received the other.!?
Petitioner also received possession of a used car, which car
John, contrary to the divorce decree, never transferred into
petitioner’s nane.

Wth regard to petitioner and John’'s 1995 joi nt Federal

i ncone taxes, the divorce decree stated: “[John] shall be solely
responsi ble for paynent of all such taxes, including all interest
and penalties...and * * * [John] shall indemify and hold * * *

[ petitioner] harm ess therefrom”

I n Decenber of 1998, John remarried and noved to Tennessee.
Two weeks later, on January 4, 1999, John was found dead. John
di ed intestate.

On Novenber 27, 2000, Overton, John's first wfe, petitioned

the Chancery Court of Bedford County, Tennessee, to allow her to

1 As of the trial herein, petitioner had received total
i nstal |l ment paynents of $30,000 on the $40,000 annuity. The
remai ni ng $10, 000 is scheduled to be paid to petitioner in 2006.
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adm ni ster John’s intestate estate. The Court granted Overton’s
petition, opened a probate proceeding relating to John's estate,
and appoi nted Overton as personal representative.

John’s estate consisted primarily of one asset (nanely, the
bal ance due on John’s separate $40,000 deferred annuity relating
to his 1994 accident).

Apparently, only two clains were filed against John's
estate: (1) Aclaimfiled by respondent for unpaid taxes; and
(2) aclaimfiled by Overton for support and for an all owance for
her then m nor child.

Petitioner was not notified until 2003 about the probate of
John’s estate, by which tine petitioner apparently was tinme-
barred fromfiling a claimagainst the estate for the portion of
the 1995 joint Federal inconme taxes, penalty, additions to tax,
and interest which petitioner had paid (see below) but all of
whi ch John was obligated to pay under the divorce decree.

At the tinme of the trial herein, petitioner earned
approxi mately $52,000 a year, rented a confortable honme, and was
trying to rebuild her life.

On approxi mately August 19, 1996, petitioner and John
tinmely filed their 1995 joint Federal inconme tax return on which
was reflected a Federal income tax underpaynment or bal ance due of
$17,516 (the underpaynent). The tax return also reflected that

for 1995 petitioner and John had nmade no estimated i ncone tax
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paynments and that no incone taxes had been wi thheld from wages or
salary on their behal f.?

Al'l of the reported incone on petitioner and John’s 1995
joint Federal incone tax return, with the exception of a smal
amount of interest income, consisted of income fromM3. On the
above tax return and on related Schedul es K-1, Sharehol der’s
Share of Incone, Credits, Deductions, etc., M3d’s reported incone
was reflected as allocable equally to petitioner and to John.

Petitioner was generally aware of the $24, 050 interest
deductions on the nortgages and the $109, 742 M3 incone that were
reflected on her and John’s 1995 joint Federal incone tax return.

From Cct ober of 1996 t hrough Decenber of 1997, wth joint
marital assets, petitioner and John nade 13 additional paynents
totaling $11,657 on their $17,516 underpaynent for 1995.

On January 13, 1998, after an audit of petitioner and John’s

1995 joint Federal inconme tax return, respondent mailed to

2 Also mailed to respondent with petitioner and John's 1995
joint Federal income tax return was a $1, 000 partial paynent
toward the $17,516 bal ance due reflected on the return. As a
result, the anount of petitioner and John’s 1995 tax under paynent
apparently should be $16,516. Both parties, however, have
treated the entire $17,516 bal ance due as the underpaynment. For
conveni ence herein, we refer to the underpaynent anount as
$17,516 and | eave any nodification thereof to the parties’ Rule
155 conputation. Further, with their 1995 tax return and the
$1, 000 paynent, petitioner and John mailed to respondent an
addi tional $7,235 check reflecting the bal ance due on their then
out st andi ng 1993 joint Federal incone taxes, and petitioner and
John made a request to pay in installnents the remaining $16, 516
bal ance due on their 1995 inconme tax liability.
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petitioner and to John a notice of deficiency. |In the notice of
deficiency, respondent disallowed $19, 721 in nortgage interest
deductions, charged petitioner and John with self-enpl oynent
taxes on the M3 inconme, and determ ned a tax deficiency against
petitioner and John of $6,452 (the deficiency). Respondent al so
determ ned that petitioner and John were liable for a $1, 290
accuracy-rel ated penalty.

Respondent mail ed the above notice of deficiency to John's
separate address. John did not inform petitioner that he had
received the notice of deficiency. Neither petitioner nor John
filed with this Court a petition for redeterm nation of the
defi ci ency.

Petitioner did not learn of the notice of deficiency until
after respondent had assessed the deficiency.

In further paynent of the bal ance due on the underpaynent,
the deficiency, the related penalty, and the additions to tax
(that were | ater assessed) and interest, respondent offset and
appl i ed Federal incone tax refunds that were due to petitioner
for 1999 through 2002, and petitioner individually nmade a nunber
of additional $938 installnment paynents to respondent. Al so,
John’ s estate nmade a $12, 663 paynent. The bel ow schedul e
summari zes the various paynents nmade jointly by petitioner and
John, as well as the separate paynents made by petitioner and by

John' s Est at e:
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Paynent s Petitioner & John’s Total 1995
John’ s Federal |ncone Taxes, Penalty,
Joi nt Petitioner Est at e Additions to Tax, & Interest
$12, 657 $8, 234 $12, 663 $33, 554"

* Respondent’s certificate of assessnent reflects that
petitioner and John’s total 1995 Federal incone tax
liability and rel ated anounts as determ ned by respondent
consi st of the $17,516 tax underpaynent, the $6,452 tax
deficiency, the $1,290 accuracy-related penalty, two
separately assessed sec. 6651(a)(2) failure-to-pay additions
to tax of $513 and $3, 004, and interest of $4,779, al
total i ng $33, 554.

For years follow ng 1995, petitioner has nmade a good faith
effort to conply with the Federal incone tax |aws.

On February 24, 2004, petitioner requested relief under
section 6015(b), (c), and (f) fromher joint 1995 Federal incone
tax liability, including penalty, additions to tax, and rel ated
i nterest paid.

On May 26, 2004, respondent’s Conpliance O fice proposed to
grant petitioner full relief fromliability for the underpaynent
and deficiency under a conbination of section 6015(f) and (b), as
follows, subject to any applicable refund limtations under Rev.

Proc. 2003-61, sec. 4.04(2), 2003-2 C B. 296, 299:

Nat ur e of Ampunt of Compliance O fice Proposed Relief
Liability Liability Anmount * Basis for
Under paynent $17,516 $17,516 Sec. 6015(f)
Defi ci ency $ 6,452 $ 6,452 Sec. 6015(b)

* Plus additional amounts for the related penalty, additions
to tax, and interest.
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Overton, however, as executor of John's estate, contacted
respondent’s Conpliance Ofice and objected to petitioner’s
request for innocent spouse relief. At the hearing, Overton
all eged that petitioner actively participated in the day-to-day
operation of John’s business, that petitioner owned a 50-percent
interest in M3d, and that petitioner was financially able to bear
t he burden of paynent of petitioner and John’s 1995 joint Federal
i ncone taxes. Overton also expressed concern that if petitioner
were granted relief, respondent’s claimfor paynent from John's
estate of additional anmobunts |ikely would reduce any paynent her
son mght receive fromJohn's estate.

Respondent’ s Conpliance O fice reviewed Overton’s objection
to petitioner’s request for innocent spouse relief but did not
alter the proposal to grant full relief to petitioner.

On August 20, 2004, Overton mailed a letter to respondent’s
Compliance Ofice in which she formally objected to any relief
being given to petitioner. Based on Overton’s witten objection,
respondent’ s Conpliance Ofice transferred petitioner’s request
for innocent spouse relief to respondent’s Appeals Ofice for
further review?

On Novenber 17, 2004, respondent’s Appeals Ofice determ ned

that petitioner qualified for relief fromjoint liability under

8 At the trial herein, Overton did not participate as a
party, but she did testify as a w tness.
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section 6015(f) only with respect to 50 percent of petitioner’s
and John’s $17,516 under paynent and under section 6015(c) only
with respect to 50 percent of petitioner and John's $6, 452
deficiency, as follows, subject to any applicable limtations

under Rev. Proc. 2003-61, sec. 4.04(2) and sec. 6015(Qg)(3):

Nat ur e of Ampunt of Appeals Ofice Relief
Liability Liability Amount Basis for
Under paynent $17,516 $8, 792 Sec. 6015(f)
Def i ci ency $6, 452 $3, 226 Sec. 6015(c)

Respondent’ s Appeals Ofice’s determ nation (to grant
petitioner relief fromjoint liability only as to 50 percent of
the $17,516 underpaynent and as to 50 percent of the $6, 452
deficiency) was based primarily on respondent’s analysis that the
ot her 50 percent of the underpaynent and the other 50 percent of
the deficiency were attributable to what respondent regarded as
petitioner’s 50-percent ownership interest in M3d.

Wth regard to the portion of the underpaynment from which
respondent determ ned that petitioner should be granted relief
under section 6015(f), respondent’s Appeals Ofice determ ned
that the factors set forth in Rev. Proc. 2003-61, sec. 4.03,
2003-2 C. B. at 298, supported such relief.

Wth regard to the portion of the deficiency from which

respondent determ ned that petitioner should be granted relief
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under section 6015(c), respondent’s Appeals Ofice determ ned

that petitioner satisfied the requirenents of section 6015(c).*
Petitioner contends that under section 6015(b), (c), or (f)

she is entitled to full relief for the entire $17,516

under paynent, the entire $6,452 tax deficiency, and the rel ated

penalty, additions to tax, and interest.

OPI NI ON
Taxpayers filing joint Federal incone tax returns are
generally jointly liable for all taxes due thereon. Sec.
6013(d)(3). Limted relief fromjoint liability, however, may be
avai | abl e under section 6015(b), (c), and (f).
Based on the express statutory | anguage, relief fromjoint
liability under section 6015(b) and (c) is limted to tax

deficiencies and is not available for underpaynents. Hopkins v.

Comm ssioner, 121 T.C 73, 88 (2003).

Under section 6015(b), relief fromjoint liability for a

Federal incone tax deficiency is available only where:

4 Al though respondent determined that petitioner nmet the
statutory requirenents for relief under sec. 6015(c), in an
alternate witeup respondent concluded that even though
petitioner had actual know edge of the itens giving rise to the
deficiency, petitioner, because of the abuse she suffered from
John, still should be regarded as generally qualified for such
relief. See sec. 1.6015-3(c)(2)(v), Inconme Tax Regs. (abused
spouse not treated as having actual know edge of itens on joint
return for purposes of sec. 6015(c) where her failure to question
the tax return treatnent of such itenms was caused by fear of
retaliation).
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(1) The joint tax return contains an
understatenent of tax attributable to the spouse not
requesting relief;

(2) the spouse seeking relief establishes that in
signing the return he or she did not know, and had no
reason to know, that there was such a tax
under st at enent ;

(3) taking into account all the facts and
circunstances, it would be inequitable to hold the
spouse requesting relief liable for the tax deficiency
related to such a tax understatenent; and

(4) the spouse requesting relief tinmely elects the
benefit of section 6015(Db).

Under section 6015(b), a requesting spouse is regarded as
knowi ng or as having reason to know of a tax deficiency if the
spouse was aware of the transactions or itens that gave rise to
the tax deficiency or had reason to know that a deduction would

give rise to an understatenent of tax. Purcell v. Conm ssioner,

826 F.2d 470, 473-474 (6th Cr. 1987), affg. 86 T.C. 228 (1986);
Jonson v. Comm ssioner, 118 T.C 106, 115 (2002), affd. 353 F. 3d

1181 (10th G r. 2003).

Under section 6015(c), relief fromjoint liability for a
Federal inconme tax deficiency is available if the foll ow ng
condi tions, anpong others, are satisfied:

(1) At the tinme the election of section 6015(c)

is filed, the two spouses are divorced, legally

separated, or otherw se have been living apart for the

precedi ng 12 nont hs; and
(2) the requesting spouse, at the tine the return

was signed, did not have actual know edge of the itens
giving rise to the deficiency.
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Rel i ef under section 6015(c) generally is limted to the
portion of a tax deficiency that would be allocated to the
nonr equesting spouse if separate returns were filed. Sec.
6015(c) (1), (c)(3), (d).

Under section 6015(f), so called “equitable” relief from
joint liability may be available for tax deficiencies with
respect to which section 6015(b) and (c) relief has been denied
and for underpaynents of Federal incone taxes reported on Federal
i ncone tax returns.

Equitabl e relief under section 6015(f) fromjoint liability
may be avail abl e where the facts and circunstances indicate that
it would be inequitable to hold the requesting spouse liable for
t he tax underpaynent or the tax deficiency. Sec. 6015(f)(1).

The relief avail able under section 6015(f) generally is
l[imted further to the portion of a tax underpaynent or
deficiency attributable to an itemof the nonrequesting spouse.
Rev. Proc. 2003-61, sec. 4.01(7), 2003-2 C.B. at 297.

Under Revenue Procedure 2003-61, section 4.01(7)(b), an
exception is provided to the above limtation denying section
6015(f) equitable relief fromthe portion of a tax liability
attributable to an itemof the requesting spouse where the
requesti ng spouse establishes that her ownership of the assets

produci ng the incone was only nom nal .
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Rev. Proc. 2003-61, sec. 4.03(2), elaborates further on
various factors to consider in review ng requests for section
6015(f) equitable relief. No one factor will control, and al
relevant factors are to be considered and wei ghed. The factors
set forth in Rev. Proc. 2003-61, supra, are not intended to be
exhaustive. Rev. Proc. 2003-61, supra.

W review respondent’s denial of section 6015(f) equitable

relief for an abuse of discretion. Hopki ns v. Conmi ssi oner,

supra at 87; Cheshire v. Conmm ssioner, 115 T.C 183, 198 (2000),

affd. 282 F.3d 326 (5th Gir. 2002).

Section 6015(b) Reli ef

As expl ai ned, section 6015(b) relief is available only for
tax deficiencies, not underpaynents. Respondent correctly
concl uded that petitioner fails to qualify for relief under
section 6015(b) as to her joint liability for the $6,452 tax
defi ci ency.

Petitioner had know edge of the interest on the hone
nort gages and of the various business activities and incone of
M3. Cf. sec. 1.6015-3(c)(4), Exanple (1), Incone Tax Regs.

Al t hough John nmade all the financial decisions, petitioner
tracked and paid the bills, including the nortgage paynents.

Petitioner does not qualify for section 6015(b) relief for

any portion of the tax deficiency at issue herein.



Section 6015(c) Reli ef

As expl ai ned, respondent concluded that petitioner qualified
generally for relief under section 6015(c). Respondent, however,
concl uded that only 50 percent of the $6,452 deficiency was
attributable to John and therefore granted relief to petitioner
fromjoint liability under section 6015(c) only as to 50 percent
(or $3,226) of the $6,452 tax deficiency.

The entire $6, 452 deficiency, however, is attributable to
John. John owned all of M3 beneficially, and whatever interest
in M3 petitioner may have held was only as a nom nee.
Petitioner has established that none of the incone from M3
shoul d be attributable to her. Further, John, not petitioner,
owned the Castle Rock honme to which the disall owed nortgage
i nterest deductions relate.

Petitioner therefore qualifies under section 6015(c) for

relief fromjoint liability as to the entire $6, 452 deficiency.?®

5> Sec. 6015(g)(3), however, provides that no credit or
refund will be allowed as a result of sec. 6015(c) relief.
Herein, the entire $6, 452 deficiency has been paid, and therefore
petitioner is not entitled to a refund of any anounts that
petitioner paid on the deficiency. |If, however, we were to hold
that petitioner did not qualify for relief fromthe deficiency
under sec. 6015(c), and then grant petitioner equitable relief
fromthe deficiency under sec. 6015(f), under Rev. Proc. 2003-61
sec. 4.04(1), 2003-2 C. B. 296, 299, petitioner apparently stil
woul d be disall owed a refund of anpunts petitioner has paid on
the deficiency (i.e., paynments petitioner nmade on the deficiency
prior to her request for sec. 6015(f) equitable relief relating
thereto woul d not be refundable).



Sec. 6015(f) Relief

As expl ai ned, whatever interest in M3d petitioner may have
hel d was only as a nom nee, and none of the M3 inconme should be
attributed to her. Rev. Proc. 2003-61, sec. 4.01(7)(b).
Petitioner is potentially eligible for section 6015(f) equitable
relief fromthe entire $17,516 under paynent.

As respondent acknow edges, nost of the equitable factors
set forth in Rev. Proc. 2003-61, supra, support the relief
petitioner requests under section 6015(f): (1) Petitioner and
John are divorced; (2) under the divorce decree, John had a | ega
obligation to pay the 1995 unpaid Federal incone taxes and any
penalties and interest relating thereto; (3) petitioner did not
receive a significant benefit (beyond support) fromthe unpaid
under paynent; and (4) petitioner has conplied with the incone tax
laws in the years follow ng 1995.

Three remaining factors require further analysis.

(1) Econom ¢ Hardship

A requesting spouse will be regarded as suffering econom c
hardship if the requesting spouse, if not granted relief, wll be
unabl e to pay his or her reasonable basic |iving expenses. Rev.
Proc. 2003-61, sec. 4.02(1)(c), 2003-2 C.B. at 298, sec.
4.03(2)(a)(ii).

Respondent determ ned, and we agree, that it appears that

petitioner will not suffer economc hardship if relief is not
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granted. Petitioner earns approximately $52,000 a year, and
rents a confortable hone. Petitioner and John’s $17,516

under paynent has already been paid in full, and thus no further
paynments will be required frompetitioner if relief is not

gr ant ed.

We note, however, that petitioner did pay significant other
debts attributable to John and to his business. Petitioner also
has had to rebuild her credit due to John’s conduct. For 6 years
petitioner worked for John w thout being paid. John squandered
nost of the marital assets, including the equity in the Castle
Rock hone, leaving little for petitioner after the divorce.

These additional factors mtigate the weight to be given the

econom ¢ hardship factor

(2) Know edge or Reason To Know

It appears that petitioner should have been on notice that
the $17,516 under paynent m ght not be paid. Enclosed with the
tax return was a letter frompetitioner and John stating that
full paynent could not be made with the return. In previous
years, petitioner and John had had difficulty paying their
Federal incone taxes. These facts conbined with John's
conti nui ng business and financial difficulties should have put
petitioner on notice that the $17,516 under paynent reflected on
the 1995 joint Federal income tax return m ght not be paid in

full.



- 22 .
Respondent correctly concluded that this factor weighs

against granting relief to petitioner.

3) Abuse

Respondent m nim zed the abuse petitioner suffered. An
alternate witeup acconpanyi ng respondent’ s Appeals Ofice
determ nati on states:

The abuses outlined in the claimant’s argunents do not

appear to have been nore than her willingness to hold a

subservient role in the relationship. There is no

i ndi cation that she was called nanes, ridiculed,

criticized or belittl ed.

We disagree. The material petitioner submtted to
respondent and which is found in the adm nistrative record in
this case, as well as vivid and credible trial testinony herein,
t horoughly establishes the extensive and severe abuse petitioner
suffered from John

Due to the severity of the abuse suffered by petitioner,
this factor strongly favors granting relief to petitioner.

Further, John’s extensive abuse of petitioner mtigated
petitioner’s reason to know that John m ght not pay the

under paynent. See Rev. Proc. 2003-61, sec. 4.03(2)(b)(i).

Overton’s Son

Respondent al so consi dered the inpact on Overton’s son of

granting petitioner equitable relief. Respondent concluded that
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because granting relief to petitioner m ght reduce John’s estate
and the inheritance Overton’s son mght be entitled to receive,
this factor wei ghed against granting equitable relief to
petitioner.

Al t hough synpathetic to the potential adverse financi al
effect of our decision herein on Overton’'s son, we do not find
this factor particularly relevant, nor does it outweigh the
factors which weigh in favor of granting petitioner equitable

relief.®

Concl usi on

Respondent correctly concluded that petitioner does not
qualify for relief under section 6015(b).

Respondent correctly concluded that petitioner qualified
generally for relief under section 6015(c); however, we hold that
petitioner qualified for relief with regard to the entire $6, 452
deficiency, not just 50 percent thereof.

Respondent incorrectly rejected petitioner’s request for
section 6015(f) equitable relief as to the 50 percent of the
$17,516 inconme tax underpaynent nominally attributable to
petitioner.

We agree with respondent’s conclusion that petitioner is

entitled to section 6015(f) equitable relief as to 50 percent of

6 John’s third wife, with proceeds frominsurance on John's
life, provided Overton’s son with a $30,000 trust fund.
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the $17,516 underpaynent, but we hold that respondent abused his
discretion in not granting petitioner relief for the bal ance of
the $17,516 underpaynent and the related penalty, additions to
tax, and interest. Such additional relief is to be granted to
petitioner.

To reflect the foregoing,

Deci sion will be entered

under Rul e 155.7

" Under our holding herein, refunds to petitioner relating
to petitioner and John’s under paynent and deficiency nay be
limted, respectively, under Rev. Proc. 2003-61, sec. 4.04(2),
and sec. 6015(g)(3). In the Rule 155 conputation, the parties
are to resolve how petitioner’s various paynents are to be
al |l ocat ed anong t he underpaynent, the deficiency, and the
penalty, additions to tax, and interest.



