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ARMEN, Special Trial Judge: This case was heard pursuant to

the provisions of section 7463 of the Internal Revenue Code in

effect at the time that the petition was filed.! The decision to

1 Unl ess otherw se indicated, all subsequent section
references are to the Internal Revenue Code in effect for the
taxabl e years in issue, and all Rule references are to the Tax
Court Rules of Practice and Procedure.
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be entered is not reviewable by any other court, and this opinion
shoul d not be cited as authority.

Pursuant to the provisions of section 6015, petitioner nade
an adm nistrative request for relief from Federal incone tax
liabilities for the taxable years 1994, 1995, 1996, 1997, and
1998. Respondent denied petitioner’s request for relief in a
notice of determ nation issued on Cctober 11, 2002. Petitioner
tinely filed a petition with this Court under section 6015(e) for
review of respondent’s determnation. Intervenor, petitioner’s
former husband, filed a Notice of Intervention under Rule 325(b)
and opposes such relief.

The sole issue for decision is whether respondent abused his
di scretion in denying petitioner relief fromjoint and several
liability under section 6015(f). W hold that he did.

Backgr ound

Sone of the facts have been stipulated, and they are so
found. Petitioner resided in Berkeley, California, at the tine
that her petition was filed with the Court.

Petitioner and intervenor David Browda (intervenor) were
married to each other on March 22, 1970, and had one child, a
daughter, during their marriage. |In or about 1972, petitioner
and intervenor jointly purchased a honme in which they resided

t hroughout their marri age.
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Petitioner is a high school graduate who was enpl oyed as a
librarian by a law firmduring the taxable years in issue.
Petitioner’s enployer withheld taxes from her wages, and such
wi t hhol di ng was nore than sufficient to pay petitioner’s personal
incone tax liabilities. Intervenor is a college graduate who was
sel f-enpl oyed as a sal esman during the taxable years in issue.

I ntervenor did not nmake estimated quarterly tax paynents in
respect of his self-enploynment inconme; rather, he relied on
petitioner’s excess withholding to satisfy, at least in part, his
personal incone tax liabilities.

Petitioner and intervenor maintai ned separate bank accounts
t hroughout their marriage. Petitioner primarily paid the nonthly
expenses related to their daughter. Intervenor was responsible
for paying nost of the househol d expenses, which included, anong
ot her things, the nonthly hone nortgage, property taxes, auto
i nsurance, and household utilities.

Petitioner and intervenor filed joint Federal and State
income tax returns during their marriage. Petitioner did not
participate in the preparation of any of their joint tax returns.
Each year petitioner gave her Form W2, Wage and Tax Statenent,
to intervenor who had the tax return prepared by a paid preparer.
Petitioner willingly signed each tax return w thout neticul ous
exam nation. Prior to the taxable years in issue, intervenor

paid all incone tax bal ances due with respect to the couple’s



jointly filed tax returns.

Several tinmes during the couple’s marriage, the California
Franchi se Tax Board notified petitioner and her enployer that her
wages woul d be subject to garnishnent for intervenor’s share of
the unpaid State incone taxes reported on their jointly filed
State incone tax returns. On each such occasion, petitioner
notified intervenor of the inpending garnishnent and intervenor
paid the State i ncone taxes due.

Petitioner and intervenor filed joint Federal incone tax
returns for the taxable years 1994, 1995, 1996, 1997, and 1998.
The tax returns were prepared by a paid incone tax return
preparer. The 1994 tax return was filed on Septenber 23, 1996;
the 1995 tax return was filed on Cctober 21, 1996; and the 1996,
1997, and 1998 tax returns were filed on October 23, 2000.°2
After prepaynents consisting principally of petitioner’s tax
wi t hhol di ngs, petitioner and intervenor reported the follow ng

bal ances of tax due on each tax return:?

2 The 1994 tax return had no date with petitioner’s
signature. However, intervenor signed the 1994 tax return on
Sept. 17, 1996. Petitioner signed the 1995 tax return on Cct.
14, 1996. The 1996 tax return had no date with petitioner’s
signature. However, intervenor signed the 1996 tax return on
Aug. 31, 1998. Petitioner signed the 1997 return on Aug. 31,
1998. Petitioner signed the 1998 return on Mar. 8, 2000.

3 Al anmobunts have been rounded.
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Year Amount of Taxes Due?
1994 $1, 484
1995 2,397
1996 4,490
1997 7,291
1998 6, 727

1 Gven petitioner’'s excess wi thhol dings, these anobunts
relate to intervenor’s self-enploynment taxes and sec. 1 incone
taxes on intervenor’s self-enpl oynment incone.

No paynents were submtted with any of the tax returns.?*
Petitioner knew that there was a bal ance of tax due with respect
to each filed tax return.

Petitioner and intervenor were legally separated on Cctober
29, 1999.

In 2000, petitioner notified intervenor that her 1999 tax
refund in the amount of $921 had been applied by respondent
toward the prior years’ unpaid joint tax liabilities. On August
2, 2000, intervenor sent petitioner a check for $921 to rei nburse
her for her 1999 tax refund.?®

Petitioner and intervenor sold their jointly owned hone in
2000. No portion of the sale proceeds was applied to the

outstanding tax liabilities in issue.

4 During 1997 and 1998, intervenor nade tax paynents to
respondent toward the 1994 tax liability which totaled $778. A
$250 paynent was al so nade with respect to the 1996 tax liability
at the time a Form 4868, Application for Automatic Extension of
Time To File U. S. Individual Income Tax Return, was filed for the
1996 taxabl e year.

> Petitioner did not learn that her 1999 tax refund had
been applied by respondent toward the prior years’ unpaid joint
tax liabilities before signing any of the tax returns for the
taxabl e years in issue.
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Petitioner and intervenor were divorced in 2001.

On Cctober 1, 2001, petitioner submtted to respondent a
Form 8857, Request for Innocent Spouse Relief, requesting section
6015 relief. Petitioner lived apart fromintervenor during the
12-nmont h period precedi ng her request.

On Novenber 5, 2001, petitioner submtted to respondent a
conpl eted I nnocent Spouse Questionnaire and related attachnents.

On Novenber 14, 2001, respondent received fromintervenor a
Form 12507, Innocent Spouse Statenent, and a Form 12508, | nnocent
Spouse I nformati on Request.

On March 11, 2002, respondent sent a prelimnary letter to
petitioner notifying her that she was not entitled to relief
under section 6015.

In April 2002, petitioner submtted to respondent a Form
12509, Statenent of Di sagreement. Petitioner also submtted a
Form 433-A, Collection Information Statenent for Wage Earners and
Sel f - Enpl oyed | ndi vi dual s.

On Cctober 11, 2002, respondent issued a notice of
determ nation advising petitioner that she was not entitled to
relief under section 6015.

Di scussi on

As a general rule, spouses filing a joint Federal incone tax

return are jointly and severally liable for all taxes shown on

the return or found to be owing. Sec. 6013(d)(3); Cheshire v.
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Comm ssi oner, 115 T.C. 183, 188 (2000), affd. 282 F.3d 326 (5th

Cr. 2002). However, relief fromjoint and several liability is
avail able to certain taxpayers under section 6015. There are
three types of relief avail able under section 6015: (1) Section
6015(b) (1) provides full or apportioned relief fromjoint and
several liability; (2) section 6015(c) provides proportionate tax
relief to divorced or separated taxpayers; and (3) section
6015(f) provides equitable relief fromjoint and several
liability in certain circunstances if neither section 6015(b) nor
(c) is available.

Petitioner concedes that she is not eligible for relief
under either section 6015(b) or (c). Petitioner has instead
requested equitable relief under section 6015(f).

Section 6015(f) provides:

SEC. 6015(f) Equitable Relief.--Under procedures
prescribed by the Secretary, if--

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

(2) relief is not available to such
i ndi vi dual under subsection (b) or (c),

the Secretary may relieve such individual of such

liability.

We review respondent’s denial of equitable relief to
petitioner after a trial de novo and under an abuse of discretion

standard. Ewing v. Comm ssioner, 122 T.C. __ (2004); Cheshire
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V. Conm ssioner, supra at 198; Butler v. Commi ssioner, 114 T.C.

276, 292 (2000). Petitioner bears the burden of proving that
respondent’s denial of equitable relief under section 6015(f) was

an abuse of discretion. Rule 142(a); At v. Conm ssioner, 119

T.C. 306, 311 (2002); Jonson v. Conm ssioner, 118 T.C 106, 113

(2002), affd. 353 F.3d 1181 (10" Cir. 2003). Petitioner nust
denonstrate that respondent exercised his discretion arbitrarily,
capriciously, or without sound basis in fact or law. Jonson V.

Conmi ssi oner, supra at 125; Wodral v. Commi ssioner, 112 T.C. 19,

23 (1999) .

As directed by section 6015(f), the Comm ssioner has
prescribed procedures to be used in determ ning whether the
requesting spouse qualifies for relief fromjoint and several
liability under section 6015(f). These procedures are set forth
i n Revenue Procedure 2000-15, 2000-1 C B. 447 (the revenue
procedure).® Were, as here, the requesting spouse satisfies the
t hreshol d conditions,”’” section 4.02(1) of the revenue procedure
sets forth the circunstances under which respondent ordinarily
will grant relief to that spouse under section 6015(f) in a case
i ke the instant case where a liability is reported on a joint

return but not paid. Subject to limtations not applicable here,

6 As relevant herein, Rev. Proc. 2000-15, sec. 3, 2000-1
C.B. 447, 448, is applicable with respect to any liability for
tax arising after July 22, 1998, or any liability for tax arising
on or before July 22, 1998, that was unpaid on that date.

" Respondent concedes that petitioner has satisfied the
threshol d conditions of Rev. Proc. 2000-15, sec. 4.01, supra.
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section 4.02(1) of the revenue procedure provides that equitable
relief will ordinarily be granted if all of the foll ow ng

el ements are sati sfied:

(a) At the tine relief is requested, the
requesting spouse * * * has not been a nenber of the
sanme househol d as the nonrequesting spouse at any tine
during the 12-nonth period ending on the date relief
was request ed;

(b) At the tine the return was signed, the
requesti ng spouse had no know edge or reason to know
that the tax would not be paid. The requesting spouse
must establish that it was reasonable for the
requesti ng spouse to believe that the nonrequesting
spouse would 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
section 301.6343-1(b)(4) of the Regul ations on
Procedure and Adm nistration. [Rev. Proc. 2000-15, sec.
4.02(1), 2000-1 C.B. at 448]

Respondent concedes that petitioner |ived apart from
intervenor during the 12-nonth period preceding the date of her
request for equitable relief and that petitioner will suffer

econom c hardship if relief is not granted.

A. Know edge or Reason To Know

The rel evant know edge in the case of a reported but unpaid
liability is whether when the return was signed, the taxpayer

knew or had reason to know “that the tax would not be paid.” 1d.
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sec. 4.02(1)(b). Accordingly, we nmust consider whether, “taking
into account all the facts and circunstances”, sec. 6015(f) (1),
petitioner knew or had reason to know that intervenor would not
pay the taxes on intervenor’s self-enploynment income shown as due

on the tax returns for the taxable years in issue.

Petitioner contends that she had no know edge that any of
the unpaid joint tax liabilities would not be paid by intervenor.
Petitioner did know that there were incone taxes due for each of
the taxable years in issue when she signed each tax return.
However, petitioner testified that “[Intervenor] said that he
woul d take care of the [taxes] due, as ny taxes were taken out of
my paycheck and none were taken out of his. And he did pay the
taxes. He paid the taxes for nost of the years.” Having
observed petitioner’s appearance and deneanor at trial, we find
her testinony to be honest, forthright, and credible. 1In
addition, petitioner’s testinony is corroborated by the fact that
intervenor did generally pay the tax bal ances due as a result of
intervenor’s self-enploynment income as reported on the couple’s
jointly filed inconme tax returns. Accordingly, we concl ude that
petitioner had no know edge that intervenor would not pay the
taxes due on the tax returns filed for the taxable years in

i ssue.

Petitioner |ikew se contends that she had no reason to know

that intervenor would not pay those tax liabilities. Petitioner
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and i ntervenor maintained separate checking accounts at all tines
during their marriage. Intervenor was responsible for paying the
vast majority of the househol d expenses, including the nonthly
nort gage paynent, property taxes, autonobile insurance, and
househol d utilities. 1t was intervenor’s practice for petitioner
to provide himw th her Forms W2 and then for intervenor to have
their tax returns prepared by a paid return preparer. Although
petitioner signed the tax returns and was aware of any taxes due,
i ntervenor assured petitioner that he would pay the tax
liabilities. |In fact, intervenor had paid any taxes due for the
taxabl e years prior to the taxable years in issue.
Additionally, intervenor also nade several tax paynents with
respect to the tax balances due for the 1994 and 1996 taxabl e

years.

The taxes due for the taxable years in issue were
attributable to intervenor’s self-enploynent earnings. As such
i ntervenor reinbursed petitioner for her 1999 tax refund which
was applied by respondent to the couple’ s outstanding joint tax
ltabilities. Additionally, on several occasions during their
marriage petitioner’s wages were subject to garnishnment fromthe
California Franchi se Tax Board regarding intervenor’s share of
the couple’s outstanding liability. Intervenor handl ed these
matters and paid any necessary State inconme taxes due to prevent

petitioner’s wages from being garnished. Finally, the record
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suggests that the taxes due for the taxable years in issue were
not paid because of an unexpected downturn in intervenor’s
busi ness that persisted over an extended period. Accordingly, on
the record before us, we conclude that petitioner did not have
reason to know that the incone taxes for the taxable years in

i ssue woul d not be paid by intervenor.

B. Concl usi on

Based on our review of all the facts and circunstances, we
hold that petitioner is entitled to relief under section 6015(f)
and that respondent’s denial of relief was an abuse of

di scretion.

Revi ewed and adopted as the report of the Small Tax Case
Di vi si on.

To reflect the foregoing,

Deci sion will be entered

for petitioner.




