T.C. Meno. 2006-2

UNI TED STATES TAX COURT

PHYLLI'S J. MERENDI NO, Petitioner v.
COWMM SSI ONER OF | NTERNAL REVENUE, Respondent

Docket No. 8265-04. Filed January 3, 2006.

C. Page Hanrick Il1l, for petitioner.

St ephen J. Neubeck, for respondent.

MEMORANDUM FI NDI NGS OF FACT AND CPI NI ON

GOEKE, Judge: Petitioner challenges respondent’s April 2004
determ nation that she is not entitled to equitable relief from

joint and several liability under section 6015(f)! for

IAIl section references are to the Internal Revenue Code in
effect at all relevant tines. Al Rule references are to the Tax
Court Rules of Practice and Procedure.
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petitioner’s taxable year 1996. The issue for decisionis
whet her respondent abused his discretion in denying petitioner
such relief. W hold that he did not.
FI NDI NGS OF FACT
Sone of the facts have been stipulated and are so found.
Petitioner resided in Aventura, Florida, when she filed the
petition. At all material tines, petitioner was, and remains,
married to Dr. John Merendino (Dr. Merendino).

Dr. Merendino's Sal e of Business

In the early 1990s, Dr. Merendino established a business
directed toward providing rehabilitation to elderly disabled
people in nursing homes. In 1995, while Dr. Merendino was in
negotiations to sell his business, the U S. Departnent of Justice
(“Justice Departnent”) was investigating Medicare paynents made
to Dr. Merendino. The Justice Departnent |earned of the pending
sal e and mandated that the sal es proceeds be placed in escrow
pending the final resolution of the matter. On June 12, 1997,
the Justice Departnent endorsed a settlenment agreenent
aut hori zi ng di sbursenent of the funds, all of which were applied
to taxes or to settle the civil Medicare case. Utimtely, Dr.
Merendi no did not receive any significant portion of the sale
proceeds in cash because the proceeds were held in escrow.

Petitioner’'s Relationship Wth Dr. Mrendino

Petitioner and Dr. Merendino (the Merendi nos) have been
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living apart since at least 1998.2 Petitioner resided in
Aventura, Florida, while her husband resided in Rockville,

Maryl and. The Merendi nos are not |legally separated, nor has
either filed for divorce. |In docunents petitioner submtted to
respondent with her Form 8857, Request for Innocent Spouse
Relief, petitioner stated that in the 12-nonth period precedi ng
the date she filed her request for innocent spouse relief, Dr.
Merendi no was present at her Florida residence for New Year’s
week and for an unspecified nunber of other days. At the tinme of
her request for equitable relief, petitioner stated that she
lived with Dr. Merendino during the nonths of July and August of
1999. Dr. Merendino stated in an affidavit that he traveled to
Florida during that tine in an effort to save his marriage. The
Mer endi nos have a son in his forties who is schizophrenic and
requires assisted care and financial support.

Tax Year 1996

Nei t her petitioner nor Dr. Merendino, each of whom
i ndividually had taxable inconme for the year 1996, tinely filed a
tax return for 1996. After respondent received information from

third-party payors of paynents nmade to petitioner in 1996

2The record is unclear as to exactly when the Merendinos
began living separately. Petitioner testified at trial that she
and Dr. Merendino have been |iving apart since 1993. However,
petitioner and Dr. Merendino each stated in affidavits that they
have been living apart since 1998. Wen asked at trial, Dr.
Mer endi no could not recall exactly how |l ong petitioner has not
resided wth him
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respondent contacted the Merendi nos concerning the filing of a
tax return. On August 8, 1998, the Merendi nos executed Form
2848, Power of Attorney and Decl aration of Representative,
appoi nting Robert D. Gossman, Jr. (M. Gossman), and David A
Carris to be their representatives for the 1996 taxable period.

In | ate Decenber 1998, respondent received a Form 1040, U.S.
| ndi vi dual 1 nconme Tax Return, fromthe Merendinos for the taxable
year 1996 bearing the apparent signatures of both Merendi nos, and
reflecting a joint filing status. On Decenber 22, 1998,
respondent’ s Revenue Agent Steven Swartz (M. Swartz) received a
tel ephone call fromM. Gossman instructing M. Swartz not to
process the joint return, as the Merendi nos were considering
refiling a return reflecting a filing status of married filing
separate (MFS). M. Gossnman confirmed the communication in a
| etter dated Decenber 22, 1998. On January 4, 1999, M. G ossman
di rected respondent, through M. Swartz, to process the received
joint return. The tax shown on the return in the anount of
$405, 860 was unpai d.

On January 5, 1999, M. Swartz called M. Gossman to
i nqui re about the paynent of the 1996 liability. M. Gossman
informed M. Swartz that the Merendi nos would not be sending a
paynment on the 1996 liability, but rather would be seeking a
joint offer-in-conprom se through respondent’s Baltinore office.

However, in a letter dated February 11, 1999, M. G ossman
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informed M. Swartz: (1) Petitioner had not signed the joint
return; (2) petitioner did not agree to file a joint return; (3)
petitioner would likely file an MFS return; (4) the Merendi nos
possessed separate returns that they would like to file; and (5)
respondent should accept the MFS return from petitioner under the
equitable relief provisions of section 6015(f). M. Swartz did
not conply with the request to accept the MFS returns because he
believed the regul ations specifically prohibited himfrom doing
so.?

Petitioner's Assets and Liabilities

Petitioner did not provide respondent with any meani ngf ul
financial information during the Appeals process. However, M.
Swartz found that petitioner earned in excess of $200,000 from
stock sales for the years 1996, 1998, 1999, and 2000. 1In

addition, petitioner owed property in Florida that she purchased

3Sec. 1.6013-1, Incone Tax Regs., provides:
Sec. 1.6013-1. Joint returns.

(a) In general. (1) A husband and wi fe may el ect
to make a joint return under section 6013(a) even
t hough one of the spouses has no gross incone or
deductions. For rules for determ ning whet her
i ndi vidual s occupy the status of husband and wife for
purposes of filing a joint return, see paragraph (a) of
8 1.6013-4. For any taxable year with respect to which
a joint return has been filed, separate returns shal
not be nmade by the spouses after the time for filing
the return of either has expired. * * *
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for $450,000, a honme in Virginia, and four rental properties in
sout h Fl ori da.

Petitioner’'s Request for Relief Under Section 6015(f)

Respondent received from petitioner Form 8857, Request for
| nnocent Spouse Relief, on July 24, 2000. In support of
petitioner’s request for innocent spouse relief, the Merendi nos
each provided respondent with affidavits in which they stated
that Dr. Merendino signed petitioner’s nane to the joint return
wi t hout her know edge or consent. In Novenber 2003, Dr.
Merendi no sent a letter to the Appeals officer providing
addi tional background. |In that letter, Dr. Merendino stated that
petitioner imredi ately objected when Dr. Merendi no signed her
name and contacted an attorney to file her taxes separately. Dr.
Merendi no al so stated in the letter that he had received a notice
of an overpaynent of nore than $400,000 fromthe Internal Revenue
Service (IRS), but that those funds were applied to a tax
l[itability he had other than 1996.

The Appeals officer, finding that a joint return was filed,
considered relief under section 6015(b) and (c) but determ ned
petitioner was not eligible since the liability involves an
unpai d bal ance or an underpaynent, and thus relief could only be
consi dered under section 6015(f). In making this determ nation,

the Appeals officer evaluated petitioner’s request under Rev.
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Proc. 2000-15, 2000-1 C. B. 447.% Despite petitioner’s contention
that she did not consent to filing the joint return, the Appeals
of ficer concluded that petitioner net the seven threshold

requi renents of Rev. Proc. 2000-15, sec. 4.01, 2000-1 C.B. at

448. The Appeals officer then exam ned whet her petitioner
satisfies all three prerequisites for section 6015(f) relief
provided in Rev. Proc. 2000-15, sec. 4.02, and concluded that she
failed to neet the elenments because: (1) Petitioner was still
married to Dr. Merendino and lived with himfor sonme of the
preceding 12 nonths; (2) petitioner did not adequately
denonstrate that she had no know edge or reason to know that the
tax liability would not be paid; and (3) petitioner did not
adequat el y denonstrate that she woul d suffer econom c hardship if
relief were not granted. The Appeals O fice then considered
petitioner’s claimfor relief under Rev. Proc. 2000-15, sec.

4.03, 2000-1 C. B. 447, 448. The Appeals officer determ ned that
relief should not be granted based on the followi ng factors: (1)
The Merendi nos, though they maintained different residences, were

still married and lived together for part of the 12 nonths prior

“On Aug. 11, 2003, the Conmi ssioner issued Rev. Proc.
2003-61, 2003-2 C.B. 296, which supersedes Rev. Proc. 2000-15,
2000-1 C. B. 447, effective for requests for relief which were
filed on or after Nov. 1, 2003, and requests for such relief
whi ch were pendi ng on, and for which no prelimnary determ nation
| etter has been issued as of, Nov. 1, 2003. Rev. Proc. 2003-61
supra, does not apply in this case because respondent issued
petitioner a prelimnary determnation letter on Feb. 5, 2002.
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to petitioner’s claimfor relief; (2) petitioner signed the joint
tax return for the taxable year 1996 show ng a bal ance due; (3)
petitioner was not reasonable in believing that the remaining
bal ance woul d be paid out of the proceeds fromthe sale of Dr.
Mer endi no’ s busi ness; (4) Dr. Merendi no never abused petitioner;
(5) there was no |legal obligation created under a separation
agreenent or a divorce decree for Dr. Merendino to pay the
ltability; and (6) considering petitioner’s assets and incone

| evel, petitioner would not suffer econom c hardship if relief
was not granted. Taking all these factors into consideration,
the Appeals officer concluded that there were insufficient
factors in favor of granting relief.

Petitioner filed a petition with this Court on April 11
2005, seeking relief fromjoint and several liability. At the
time the joint return was filed in 1996, the anmount of unpaid tax
was $405, 860, as stated previously. Petitioner asserts that the
anmount of the liability allocable to her, as shown by her attenpt
to file a separate return, was $28,408. Petitioner seeks relief
only fromthe tax that is not attributable to her incone.

OPI NI ON

Petitioner Signed the Joint Return

Petitioner originally contended that Dr. Merendino filed the
1996 tax return and forged her signature w thout her perm ssion.

According to the Merendi nos, Dr. Merendino signed and filed the
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return for hinmself and petitioner while he was in Maryl and and
petitioner was in Florida. On brief, petitioner has abandoned
her claimthat she did not sign the joint return and seeks relief
fromjoint and several liability under section 6015(f). W nust,
however, note the facts in the record that contradict
petitioner’s initial version because the dimnished credibility
of petitioner goes to the nerits of the application of section
6015(f). Petitioner’s initial contention that she did not sign
the joint return and that her husband filed the return in
Maryland is directly contradicted by the postmark on the return
fromthe town where she lived in Florida. There is no |ogica
reason for the return to have been in Florida other than for
petitioner to review and sign it. Petitioner has not provided
any explanation for this inconsistency. The record’ s direct
contradiction of petitioner’s statenments strongly di m ni shes her
credibility.

Further, even if petitioner did not actually sign the joint
return, her own testinony denonstrates that she authorized the
filing of the joint return. Petitioner admtted that when she
called the accountant in Baltinore to give the information on
what she owed, he specifically told her that she and M.
Merendi no were going to file a joint return, and petitioner did
not object. Therefore, petitioner’s contention that the return
was filed without her permssion is also contradicted by her own

testi nony.



1. Section 6015(f)

We note this case involves an unpaid tax liability for the
year in issue. Because this case does not involve a deficiency
or understatenent, petitioner does not qualify for relief under
section 6015(b) or (c). See sec. 6015(b)(1) and (c)(1);

Washi ngton v. Conmm ssioner, 120 T.C. 137, 146-147 (2003).

Therefore, our reviewis limted to section 6015(f), which
permts in certain circunstances relief fromjoint and severa

l[iability for unpaid taxes. See Ewing v. Conm ssioner, 118 T.C

494, 497 (2002). Section 6015(f) grants the Conm ssioner
discretion to grant equitable relief fromtax liability to a
spouse if, taking into account all the facts and circunstances,

it isinequitable to hold the spouse liable for any unpaid tax or
any deficiency (or any portion of either), and relief is not
avai | abl e under section 6015(b) or (c). |In order to prevail, the
t axpayer nust denonstrate that the Conm ssioner abused his

di scretion by acting arbitrarily, capriciously, clearly
unlawful Iy, or wi thout sound basis in fact or law. See Jonson V.

Comm ssi oner, 118 T.C. 106, 125 (2002), affd. 353 F.3d 1181 (10th

Cir. 2003); Butler v. Conm ssioner, 114 T.C 276, 289-290 (2000).

Here, petitioner bears the burden of proving that respondent
abused his discretion in denying her equitable relief under

section 6015(f). See Rule 142(a); At v. Conmm ssioner, 119 T.C

306, 311 (2002), affd. 101 Fed. Appx. 34 (6th Gir. 2004):

Ogonoski v. Commi ssioner, T.C Mno. 2004-52. W have
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jurisdiction to determ ne whether equitable relief is available
to petitioner for underpaynent of tax shown on a joint return.

Ewi ng v. Conmi ssi oner, supra at 502.°

Rev. Proc. 2000-15, sec. 4.01, 2000-1 C. B. 447, 448,
prescribes guidelines or factors that will be considered in
determ ni ng whether an individual qualifies for equitable relief
under section 6015(f). This Court has upheld the use of the
gui delines specified in Rev. Proc. 2000-15, supra, and has
anal yzed the factors listed therein, in review ng the
Comm ssioner's negative determ nations under section 6015(f).

See, e.g., Washington v. Conm ssioner, supra at 147-152. Rev.

Proc. 2000-15, sec. 4.01, 2000-1 C B. 447, 448, lists seven
threshol d conditions that nust be satisfied before the
Comm ssioner will consider a request for equitable relief under
section 6015(f). Respondent concedes that petitioner satisfies
the threshold conditions in this case. As discussed earlier, we
have found that petitioner did file a joint return. Therefore,
petitioner neets all the threshold requirenents under Rev. Proc.
2000- 15, supra.

Once petitioner has satisfied the threshold requirenents,
Rev. Proc. 2000-15, sec. 4.02, 2000-1 C.B. at 448, provides that,
in cases where a liability reported on a joint return is unpaid,

relief under section 6015(f) will ordinarily be granted if three

*Respondent continues to contest our jurisdiction to review
sec. 6015(f) clains in this case.
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el enents are satisfied: (1) At the tinme relief is requested, the
requesting spouse is no longer married to or is legally separated
fromthe nonrequesting spouse, or has not been a nenber of the
sane househol d as the nonrequesting spouse at any tine during the
12-nonth period ending on the date relief was requested; (2) at
the time the return was signed, the requesting spouse had no
knowl edge or reason to know that the tax would not be paid; and
(3) the requesting spouse will suffer econom c hardship if relief
is not granted. Relief under Rev. Proc. 2000-15, sec. 4.02,
supra, is available only to the extent that the unpaid liability
is allocable to the nonrequesting spouse. W shall now address
each of these factors.

1. Marital Status

Petitioner is still married to Dr. Merendino. Although they
have no plans to legally separate, they have been living apart
since at |east 1998. However, petitioner admtted that she and
Dr. Merendino lived in the sanme residence for 2 nonths during the
12-nmonth period prior to the date that petitioner filed her
request for relief. Therefore, in light of petitioner’s own
statenments, we conclude that the Merendinos failed to satisfy the
12-nmonth period required by Rev. Proc. 2000-15, sec. 4.02.

2. Knowl edge or Reason To Know

The rel evant know edge in the case of a reported but unpaid

l[tability is that the tax would not be paid when the return was
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signed. West v. Commssioner, T.C. Meno. 2003-91 (citing Notice

98-61, sec. 3.03(2)(b), 1998-2 C. B. 756, 757); see al so Rev.
Proc. 2000-15, sec. 4.03(1)(d), 2000-1 C.B. at 449. Petitioner
contends that she did not know or did not have reason to know
that the liability would not be paid. Petitioner asserted in
docunentation submtted to the Appeals Ofice that she expected
the tax liability would be paid out of the sale of Dr.

Mer endi no’ s busi ness and that although a portion of the
outstanding liability was attributable to her, Dr. Merendi no had
al ways paid the tax liabilities in previous years and she
expected himto do so again for the 1996 liability. At trial,
petitioner testified that she believed the funds to pay the tax
l[tability would cone fromthe sale of Dr. Merendino’ s business
and fromthe overpaynment of $400,000 that Dr. Merendi no nade for
a previous year. Petitioner further stated that she relied on
Dr. Merendino to file the return and pay the taxes.

Petitioner’s reasons for believing that the tax liability
woul d be paid are not credible. The return was filed in Decenber
1998. It was not reasonable for petitioner to rely on the funds
fromthe sale of Dr. Merendino’s business to pay for the tax
ltability by the time the return was filed. The settlenent of

the | awsuits against Dr. Merendino's business occurred on June
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12, 1997. Petitioner admtted to both M. Swartz and this Court
that she was aware that Dr. Merendino did not receive any
significant cash proceeds fromthe sale of the business.
Petitioner contended at trial that she expected the funds
fromthe overpaynment would pay the 1996 liability. Dr. Merendino
stated during the Appeals process that he was notified about the
over paynent, but those funds were never available to him There
is evidence that Dr. Merendino told petitioner that he had an
overpaynent to pay the tax, but there is no evidence of when he
told her or whether petitioner had reason to believe those funds
woul d be available at the tinme the return was filed show ng the
bal ance due. The source of the overpaynent was from overpaid
Federal enploynent taxes of a business which was sold 2 years
earlier. Further, Dr. Merendino never received a refund fromthe
al | eged overpaynent. W believe that a prudent person woul d
i nqui re about the details of the overpaynent and when it woul d be
paid before relying on the existence of an overpaynent to pay a
tax liability that was nore than $400,000. |In addition, the
Merendi nos’ attorney’s own statenents near the tine the joint
return was filed, indicating that the Merendi nos wi shed to
negotiate a joint offer-in-conprom se, dimnish the plausibility
of petitioner’s vague testinony regarding the expectation of
receiving the refund fromthe overpaynent. G ven petitioner’s

other m sstatenents, we do not find the expectation of funds from
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the overpaynent to be a credible basis to show that petitioner
had reason to believe that the tax woul d be paid.

The evi dence also points to the conclusion that petitioner
actually knew that the liability would not be paid when the
return was filed. The record denonstrates that petitioner was
extrenely concerned about the filing of the 1996 tax return and
had sought the advice of accountants to file a separate return.
The nost prom nent indicator of petitioner’s know edge that the
l[iability woul d not be paid when the return was filed was her own
attorney’s statenent after the joint return was filed. Acting on
petitioner’s behalf, he informed M. Swartz that the Merendi nos
were discussing a joint offer-in-conprom se arrangenent with the
IRS in Baltinmore to pay for the joint liability. Therefore, the
ci rcunst ances reveal that petitioner was aware of a |arge tax
l[tability due and problens associated with the paynent of that
tax when the return was filed in Decenber 1998. W believe any
testimony of petitioner to the contrary is based upon
m sunder st andi ngs as to her knowl edge at the tine the return was
actually filed.

3. Econom ¢ Har dship

Petitioner contends that she will suffer econom c hardship
i f respondent does not grant relief under section 6015(f).
Petitioner cites her age (she was 65 at the tine she requested

relief), her inability to work, her health problens, and the
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responsibility she has to care for and support her 40-year-old
schi zophreni ¢ son

Petitioner has not established that she will suffer economc
hardship if relief is not granted. Respondent repeatedly
request ed copies of current inconme information and current
financial information. Petitioner failed to provide this
information. The record denonstrates that petitioner had i nconme
in excess of $200,000 fromstock sales for the years 1996, 1998,
1999, and 2000. Petitioner contends that she sold the stocks in
1996 and 1999 to supplenent her living expenses. However,
petitioner’s unfiled separate tax return reflects income prior to
her stock sales in excess of $242,000. |In addition, at the tine
of her request for relief, petitioner owned the property that she
purchased in Florida for $450,000. Petitioner also jointly owned
a house in Virginia and four rental properties in south Florida.
Further, the fact that petitioner did not provide any financial
informati on as requested supports a finding that respondent did
not abuse his discretion in concluding petitioner would not

suffer econom c hardship. See Oumyv. Conm ssioner, 123 T.C. 1

13 (2004), affd. 412 F.3d 819 (7th Cr. 2005). Thus, petitioner
has failed to satisfy each of the three factors under Rev. Proc.
2000- 15, sec. 4.02, and therefore does not qualify for equitable
relief under that section.

VWere relief is not avail abl e under Rev. Proc. 2000-15, sec.
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4.02, then Rev. Proc. 2000-15, sec. 4.03, 2000-1 C. B. 447, 448-
449, sets forth guidelines or factors that the Conmm ssioner wll
consider in deciding clains for equitable relief under section
6015(f). Rev. Proc. 2000-15, sec. 4.03(1), 2000-1 C. B. at 448-
449, sets forth the following positive factors which weigh in
favor of granting equitable relief under section 6015(f):

(a) Mrital status. The requesting spouse is

separated * * * or divorced fromthe nonrequesting
spouse.

(b) Econom c hardship. The requesting spouse
woul d suffer econom c hardship (wthin the nmeani 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.

(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 |egal obligation. The
nonr equesting spouse has a | egal obligation pursuant to
a divorce decree or agreenent to pay the outstanding
liability., * * *

(f) Attributable to nonrequesting spouse. The
liability for which relief is sought is solely
attributable to the nonrequesting spouse.

Rev. Proc. 2000-15, sec. 4.03(2), 2000-1 C.B. at 449, sets
forth the follow ng negative factors which wei gh agai nst granting
equitable relief under section 6015(f):

(a) Attributable to the requesting spouse. The
unpaid liability or itemgiving rise to the deficiency




- 18 -
is attributable to the requesting spouse.

(b) Know edge, or reason to know A requesting
spouse knew or had reason to know of the item giving
rise to a deficiency or that the reported liability
woul d be unpaid at the tinme the return was signed.
This is an extrenely strong factor wei ghi ng agai nst
relief. * * *

(c) Significant benefit. The requesting spouse
has significantly benefitted (beyond nornmal support)
fromthe unpaid liability or itens giving rise to the
deficiency. * * *

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

(e) Nonconpliance wth federal incone tax |aws.
The requesti ng spouse has not made a good faith effort
to comply with federal income 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 |l egal obligation pursuant to a
di vorce decree or agreenent to pay the liability.

The above guidelines are not intended to be exhaustive, and no
single factor is determ native whether equitable relief wll be
granted in a particular case. Rather, all factors wll be

consi dered and wei ghed appropriately. Ew ng v. Conm ssioner, 122

T.C. 32, 48 (2004); Rev. Proc. 2000-15, sec. 4.03.

A. Positive Factors

i Marital Status

Petitioner and Dr. Merendino lived apart since at |east
1998, with a few exceptions that disqualified petitioner under

the previous section 4.02(1)(a). dven the overall record, we
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view this factor in favor of petitioner.

ii. Econom ¢ Har dship

Qur anal ysis under Rev. Proc. 2000-15, sec. 4.02, concluding
that petitioner does not satisfy the econom c hardship factor
remai ns applicable here and wei ghs agai nst petitioner.

iii. Abuse by Nonrequesting Spouse

There is no evidence in the record that Dr. Merendi no abused
petitioner. Thus, this is a neutral factor. Ew ng v.

Conmi ssioner, 122 T.C. at 46; Washington v. Commi ssioner, 120

T.C. at 149; Rev. Proc. 2000-15, sec. 4.03(1)(c).

iv. No Know edge or Reason To Know

As addressed previously, we are not persuaded that
petitioner |acked know edge or reason to know that any unpaid tax
liability for 1996 would not be paid. Thus, we find petitioner
has failed to carry her burden, and this factor wei ghs agai nst
petitioner.

V. Nonr equesti ng Spouse's Legal bligation

Because petitioner is not separated or divorced from Dr.
Merendino, this is a neutral factor.

Vi . Liabilities Solely Attributable to
Nonr equesti ng Spouse

Petitioner seeks relief from paying the anmount of tax
l[tability that is attributable to Dr. Merendino. Petitioner
agrees to pay the tax liability attributable to her incone.

Therefore, this factor weighs in favor of petitioner.
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B. Negati ve Factors

i. Attributable to the Requesti ng Spouse

The majority of the liability is attributable to Dr.
Merendi no. Petitioner seeks relief only fromthe unpaid tax
l[tability for that portion of the liability attributable to Dr.
Merendi no. Therefore, this factor is neutral.

ii. Knowl edge or Reason to Know

We have concl uded above that petitioner should have known
the unpaid tax liability would not be paid. Thus, this factor
wei ghs agai nst granting petitioner equitable relief. Rev. Proc.
2000- 15, sec. 4.03(2)(b), 2000-1 C.B. 447, 448-449.

i Si gni fi cant Benefit

Respondent concedes that petitioner did not significantly
benefit fromthe tax savings.

iv. Lack of Econonic Hardship

As we noted and have found in our analysis previously
di scussed, petitioner has failed to carry her burden of proving
that she will suffer econom c hardship if relief is denied.
Consequently, this factor wei ghs against granting petitioner
equitable relief.

V. Nonconpli ance Wth Federal |Inconme Tax Laws in

Subsequent Years

Respondent did not determine that this factor is present in
the instant case, and thus this is a neutral factor. See Ew ng

v. Conm ssioner, 122 T.C. at 46-47.
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Vi . Requesting Spouse’'s Legal Obligation

The Merendinos were married during all relevant tines and
remain so. In addition, neither petitioner nor Dr. Merendi no had
| egal |y assuned sole responsibility to pay unpaid tax liability
at issue. Therefore, this factor is not present in this case and
is a neutral factor.

[11. Concl usion

The testinony in this case is not informative as to what
actually led petitioner to sign the joint return for the tax year
1996 in Decenber 1998. Understanding the notivation for that
deci si on woul d have been preferable to petitioner’s m staken
attenpt to assert that she never actually signed the return. W
cannot specul ate as to how petitioner was led to sign the return,
and she has not accurately explained why she did. W find as
fact that she signed the return, and we conclude that petitioner
has failed to carry her burden of showi ng that respondent abused
his discretion in denying petitioner equitable relief under
section 6015(f) with respect to the unpaid 1996 tax liability.

To reflect the foregoing,

Deci sion will be entered

for respondent.




