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R determ ned a deficiency in Federal incone tax
with respect to the joint return for 1998 made by P and
her then husband (which determ nation P did not
contest); R denied P s subsequent request for relief
fromjoint and several liability under I.R C. sec.
6015(b), (c), or (f).

1. Held: Pis eligible to elect relief under
| . R C. sec. 6015(c), and R has failed to nullify the
el ection by denonstrating that she had actual know edge
at the time she signed the joint return of the item
giving rise to the deficiency.

2. Held, further, Rerred in denying P relief
under 1. R C. sec. 6015(c).

3. Held, further, P has no liability for the
defi ci ency.
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Charma Gatlin Cook, pro se.

Robert W West 111 and Linda J. Wse, for respondent.

MEMORANDUM FI NDI NGS OF FACT AND CPI NI ON

HALPERN, Judge: This case is before the Court to review
respondent’ s denial of petitioner’s request for relief fromjoint
and several liability on the joint return of income for 1998 nade
by petitioner and her then husband. For the reasons stated, we
shall grant petitioner that relief.

Unl ess otherw se stated, all section references are to the
I nt ernal Revenue Code as currently in effect.

FI NDI NGS OF FACT

Sone facts have been stipulated and are so found. The
stipulation of facts, with acconpanying exhibits, is incorporated
herein by this reference.

Resi dence

At the tinme the petition was filed, petitioner resided in

Ellisville, Mssissippi.

Petitioner’'s Marri age

Petitioner married M Duane Spruill in May 1996. The
Spruills separated in June 1999, and they were divorced on May 2,

2000.



1998 Tax Year

For their 1998 taxable (cal endar) year, the Spruills nmade a
joint return of incone (the 1998 return), reporting, principally,
sal ary earned by petitioner and business incone earned by M.
Spruill.

Petitioner’s salary derived fromtwo enployers. During the
first 2 nonths of 1998, she worked in the audit departnment of
West Quality Food Service (West), where she oversaw West’s
numer ous bank accounts, assisted with inventories, cleared
checks, and handl ed ot her m scell aneous tasks. For a short
period during those 2 nonths, she supervised Wst’s accounts

payabl e departnment. During the remainder of 1998, she worked for

the Gty of Ellisville, Mssissippi, in the water departnent,
where she perfornmed billing services.

M. Spruill’s business incone derived fromhis self-
enpl oynent as a contract oil well punper. M. Spruill owned

neither a conputer nor a typewiter, and petitioner assisted M.
Spruill in his business by hand-witing invoices. She prepared
the invoices on the basis of information received from M.

Spruill and, at the end of each nonth, she prepared a summary of
invoices that M. Spruill gave to his accountant. Petitioner did
not see the noneys coll ected against those invoices, nor did she
see any record of the bank deposits nmade by M. Spruill from

those collections. She was not a signatory with respect to M.
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Spruill’”s business or personal bank accounts. Petitioner was not
in a position to insist upon examning M. Spruill’s business
recei pts, deposits, and incone, as he subjected petitioner to
physi cal and enotional abuse throughout their marriage.

| ncone Tax Defi ci ency

On Novenber 9, 2000, followi ng an exam nation of the 1998
return, respondent determned a deficiency in the Spruills’ 1998
incone tax liability of $1,943 (the deficiency). The deficiency
resulted principally fromthe om ssion fromthe return of an item
of business incone received by M. Spruill: $6,907 of gross
recei pts from Thunder Alley Joint Venture (the Thunder Alley
receipts). Petitioner did not contest the deficiency, but, on
Decenber 12, 2000, she did request relief fromliability for the
deficiency as a so-called innocent spouse. On August 15, 2002,
respondent issued a notice of final determnation (the notice)
denying petitioner’s request for innocent spouse relief.
Petition

On Cct ober 30, 2002, petitioner tinely filed a petition
seeki ng our review of the noti ce.

OPI NI ON

| nt r oducti on

As a general rule, spouses filing joint Federal incone tax
returns are jointly and severally liable for all taxes shown on

the return or found to be owwing. Sec. 6013(d)(3). 1In certain
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situations, however, a joint return filer can avoid joint and
several liability by qualifying for relief therefrom under
section 6015. There are three types of relief avail able under
section 6015: (1) full or apportioned relief under section
6015(b); (2) proportionate relief for divorced or separated
t axpayers under section 6015(c); and (3) equitable relief under
section 6015(f), when relief is unavail able under either section
6015(b) or (c). Petitioner seeks relief, alternatively, under
all three sections. Respondent has failed to carry his burden of
proof wth respect to a factual issue necessary to deny
petitioner relief under section 6015(c). Consequently, we grant
petitioner relief under section 6015(c), and we do not address
her clainms for relief under section 6015(b) and (f).

1. Section 6015(c) Relief

A. Requi renents for Eligibility

We have described section 6015(c) as functioning to:
“Irelieve] the requesting spouse of liability for the itens
maki ng up the deficiency that woul d have been all ocable solely to
t he non-requesting spouse if the spouses had filed separate tax

returns for the taxable year.” Myra v. Conm ssioner, 117 T.C.

279, 290 (2001). In order to obtain relief under section
6015(c), the party seeking relief (the requesting spouse) nust
satisfy certain requirenents. Specifically, the return for which

relief is sought nmust be a joint return, sec. 6015(c)(1); the
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requesting spouse nust tinely file an election for relief, sec.
6015(c)(3)(B); and, at the tinme the election is filed, she nust
no |l onger be married to, or nust be legally separated or living
apart from the individual with whomthe requesting spouse filed
the joint return (the nonrequesting spouse), sec.
6015(c)(3)(A)(i). Petitioner satisfies those requirenents.
Additionally, relief is available to the requesting spouse only
for that portion of the deficiency properly allocable to the
nonr equesti ng spouse. Sec. 6015(c)(1), (d). Respondent concedes
that the deficiency is entirely allocable to M. Spruill, and we
so find.

B. Actual Know edge

A requesting spouse who neets the above requirenents may yet
be denied relief under section 6015(c) if the Comm ssioner can
denonstrate that, at the tinme the requesting spouse signed the
joint return, she had actual know edge of any itemgiving rise to
a deficiency (or portion thereof) that is not allocable to her.
Sec. 6015(c)(3)(C. Both this court and the Court of Appeals for
the Fifth Circuit, the Court of Appeals to which an appeal in
this case would lie, barring the parties’ stipulation to the
contrary, see sec. 7482(b), have defined cul pabl e know edge for
pur poses of sec. 6015(c)(3)(C as the actual and cl ear awareness
of the item as distinguished fromnere reason to know of the

item Cheshire v. Conm ssioner, 282 F.3d 326, 337 & n.26 (5th
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Cir. 2002), affg. 115 T.C. 183, 195 (2000). In various
circunstances, we have found that the information available to a
t axpayer as to the source of inconme was insufficient to supply
her with actual know edge of the itemof omtted i ncone. See,

e.g., Charlton v. Comm ssioner, 114 T.C 333, 341 (2000); Rowe v.

Conmi ssioner, T.C. Meno. 2001-325; Martin v. Conmm ssioner, T.C

Meno. 2000-346. Indeed, the Secretary of the Treasury, in his
regul ations interpreting section 6015, has drawn the sane

di stinction between reason to know and actual know edge. See
sec. 1.6015-3(c)(2)(iii), Income Tax Regs. (“Know edge of the
source of an erroneous itemof income is not sufficient to
establish actual know edge.”). The effective date of those
regul ati ons, however, precludes their application to this case.
Sec. 1.6015-9, Incone Tax Regs. (applicable for elections under
section 1.6015-3, Inconme Tax Regs., filed on or after July 18,
2002).

To denonstrate petitioner’s know edge of M. Spruill’s
receipt of the omtted item of business incone (the Thunder Alley
recei pts), respondent proposes two findings of fact: (1)
Petitioner prepared the invoices for M. Spruill’s business and
the nonthly sunmary of those invoices, and (2) she had know edge
of the billings specifically corresponding to the Thunder Alley
receipts. Wile we have made a finding equivalent to

respondent’s first proposed finding of fact, and respondent’s
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second proposed finding mght fairly be presuned, together those
two proposed findings denonstrate no nore than that petitioner
had know edge of the source of the unreported Thunder Alley
recei pts or, perhaps, had reason to know that M. Spruill m ght
have received those receipts. W cannot conclude on the basis of
t hose proposed findings of fact that petitioner had actual
know edge of the omtted Thunder Alley receipts.

It may well have been that, in order properly to prepare her
husband’ s i nvoi ces and nonthly summari es thereof, petitioner had
sone know edge of which custoners had paid invoiced amounts, of
whet her bal ances remai ned on sone accounts, and of those
custoners to which she would need to send further invoices. From
evi dence of such know edge, we m ght be able to concl ude that
petitioner had actual know edge of the omtted Thunder Alley
recei pts. The record, however, is bare of such evidence.
Petitioner appeared at trial and testified; respondent’s counsel
exam ned her, but she did not inquire as to the details of the
i nvoi ci ng procedures. Respondent did not call M. Spruill.
Respondent has failed to prove that, at the tinme petitioner
signed the 1998 joint return, she had actual know edge of the
om ssion of the Thunder Alley receipts.

C. Concl usion

Petitioner was eligible to elect relief under section

6015(c), and respondent has failed to nullify the el ection by
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denonstrating that she had actual know edge at the tinme she
signed the joint return of the itemgiving rise to the
defi ci ency.

[11. Concl usion

Respondent erred in denying petitioner relief under section
6015(c). Petitioner has no liability for the deficiency.

To reflect the foregoing,

Deci sion will be entered

for petitioner.




