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MEMORANDUM FI NDI NGS OF FACT AND CPI NI ON

MARVEL, Judge: This case arises froma request for relief
under section 6015 with respect to petitioner’s 1992, 1993,

1994, and 1995 taxable years. Respondent determ ned petitioner

Al section references are to the Internal Revenue Code in
effect for the years in issue, and all Rule references are to the
Tax Court Rules of Practice and Procedure. Monetary anmounts are
rounded to the nearest dollar.
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was not entitled to any relief fromjoint and several liability
under section 6015. Petitioner tinely filed a petition seeking
review of respondent’s determnation. The issue for decisionis
whet her respondent’s denial of relief under section 6015(f) was
an abuse of discretion.

FI NDI NGS OF FACT

Sone of the facts have been stipulated. W incorporate the
stipulated facts into our findings by this reference. Petitioner
resided in Tacoma, Washington, when her petition in this case was
filed.

Backgr ound

During the years in issue, petitioner was married to Thomas
W Cowdery (M. Cowdery). |In May 1997, petitioner and M.
Cowdery di vor ced.

Petitioner is a high school graduate and has conpl eted sone
col |l ege course work. During the years in issue, petitioner
identified her occupation as either child care provider or
teacher. M. Cowdery changed jobs frequently while married to
petitioner, working in construction, drafting, and pyrotechnics.

During their marriage, petitioner and M. Cowdery nui ntained
a joint bank account, and they discussed their household bills.
M. Cowdery, however, generally handled their househol d finances.
During the years at issue, petitioner was not aware of any

problenms with M. Cowdery’s handling of their finances, but in
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1999, she discovered he had nmade |ate bill paynents that had
adversely affected her credit report.

Tax Returns

Petitioner and M. Cowdery filed joint Federal incone tax
returns for 1992, 1993, 1994, and 1995. Their returns reflected
unpaid incone tax liabilities (tax liabilities) of $806, $1, 729,
$1, 705, and $1,394 for 1992, 1993, 1994, and 1995, respectively.
The tax liabilities resulted from underw t hhol di ng of wages
attributable to both petitioner and M. Cowdery.

M. Cowdery had their joint returns prepared by a tax return
preparer. Petitioner gave M. Cowdery her Forns W2, Wage and
Tax Statenent, to take to the preparer. \Wen petitioner and M.
Cowdery received the conpleted returns and saw t he anounts due,
M. Cowdery assured petitioner that he had talked to the return
preparer about paynent plans and that he woul d make nonthly
paynments on the liabilities. Petitioner thought M. Cowdery was
maki ng the paynments on the tax liabilities because of Internal
Revenue Service (I RS) paynments she believed to be in envel opes
she saw in their mailbox. Petitioner did not know exactly what
was in the envel opes, however, and she never asked M. Cowdery
what was in them Petitioner also never saw any checks witten
to the IRS by M. Cowdery.

Sonetime around October 1995, the IRS | evied petitioner and

M. Cowdery’s bank account. Petitioner first becane aware that
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M. Cowdery was not making paynents to the I RS because of the
l evy. Although petitioner was aware of the IRS action agai nst
their account, she nevertheless filed her 1995 return jointly
with M. Cowdery.

Tax Liability Paynents

On May 9, 1997, the County Clerk of Pierce County,
Washi ngton, entered a Decree of Dissolution with respect to
petitioner and M. Cowdery’s marriage. The divorce decree stated
that M. Cowdery was responsi ble for providing spousal support to
petitioner and for paying the IRS liabilities. M. Cowdery,
however, consistently failed to make any such paynents.
Petitioner received a court judgnent against M. Cowdery for
his failure to make the support and tax liability paynents. On
Cct ober 28, 1999, the County Clerk of Pierce County, Wshi ngton,
entered a Judgnent for Past Due Spousal M ntenance and Paynents
Made to I RS, which stated in pertinent part, the foll ow ng:
3.5 JUDGMVENT FOR PAST SPOUSAL MAI NTENANCE
YVONNE LOPEZ shall have judgnent agai nst
THOVAS COADERY in the anpbunt of $3,575.00
for unpai d spousal maintenance for the period
from6/16/ 98 through 7/15/99.
3.6 OTHER RECOVERY AMOUNTS
YVONNE LOPEZ shall have judgnent agai nst
THOVAS CONDERY for $1,246.32 for the paynents
petitioner has made to the I RS

Despite the judgnment, however, petitioner received no noney from

M. Cowdery. Because of M. Cowdery’s failure to pay the incone
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tax liabilities, petitioner also made paynents to the I RS of
$1, 533, 2 $375, $916, and $510 for 1992, 1993, 1994, and 1995,
respectively.?

Petitioner’'s I nnocent Spouse Caim

On Novenber 4, 1999, petitioner filed Form 8857, Request for
| nnocent Spouse Relief. Petitioner requested equitable relief
under section 6015(f) for taxable years 1992, 1993, 1994, and
1995. On July 29, 2000, petitioner prepared and signed a Form
433-A, Collection Information Statenent for |ndividuals.
Petitioner also filed a conpl eted Form 886-A, |nnocent Spouse
Questionnaire.

On Cctober 31, 2002, respondent issued a Notice of
Determ nation that denied petitioner’s request for relief for

each of the years in issue.* On February 7, 2003, petitioner’s

2After petitioner’s divorce, she filed her tax returns
separately from M. Cowdery. The IRS kept petitioner’s refunds
fromthe years followng the divorce to offset the prior tax
l[iabilities. The $1,533 paynent toward the 1992 liability thus
i ncludes refund offsets of $75, $75, $91, and $270, from 1993,
1996, 1997, and 1998, respectively.

3Respondent determned that if petitioner had filed
separately rather than jointly wwith M. Cowdery during the years
in issue, she would have owed $403, $902, $818, and $509 for each
of those years, respectively. Wen respondent provided
petitioner with his determ nation on Aug. 26, 2000, petitioner
pronptly obtai ned noney orders for the anounts she woul d have
owed and paid those anmounts to the IRS

“The notice of determ nation erroneously stated that relief
was denied with respect to 1991, 1992, 1993, 1994, 1995, and
1996. Respondent concedes in his pretrial nmenorandum however,

(continued. . .)
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petition contesting respondent’s determ nation was filed with
this Court. The petition did not conformw th Rule 321(b).
Consequently, on February 11, 2003, we ordered petitioner to file
a proper “Anended Petition for Determ nation of Relief From Joint
and Several Liability on a Joint Return” (anended petition) by
March 11, 2003. Petitioner submtted an anended petition that we
filed on March 12, 2003.

OPI NI ON

I n general, spouses who file joint Federal incone tax

returns are jointly and severally liable for the full anount of

the tax liability. Sec. 6013(d)(3); Butler v. Conm ssioner, 114

T.C. 276, 282 (2000). Pursuant to section 6015, however, a
spouse may seek relief fromjoint and several liability.®

One formof relief fromjoint and several liability is
equitable relief under section 6015(f). Section 6015(f)
provi des:

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

(1) taking into account all the facts and

4(C...continued)
that the reference to 1991 and 1996 in the notice of
determ nation was erroneous and that the only years in issue are
1992 t hrough 1995.

°Sec. 6015 applies to tax liabilities arising after July 22,
1998, and to tax liabilities arising on or before July 22, 1998,
but remai ning unpaid as of such date. Internal Revenue Service
Restructuring and Reform Act of 1998, Pub. L. 105-206, sec.
3201(g), 112 Stat. 740.
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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.[S

The Comm ssi oner uses guidelines prescribed in Rev. Proc. 2000-
15, 2000-1 C.B. 447, to determ ne whether a taxpayer qualifies
for relief fromjoint and several liability under section
6015(f).” W review the Conm ssioner’s determ nation using an

abuse of discretion standard. See Washi nqgton v. Conmni Ssi oner,

120 T.C. 137, 146 (2003); Butler v. Conm ssioner, supra at 292.

Under this standard of review, we defer to the Comm ssioner’s
determ nation unless it is arbitrary, capricious, or wthout

sound basis in fact. Jonson v. Commi ssioner, 118 T.C. 106, 125

(2002), affd. 353 F.3d 1181 (10th Gr. 2003). The taxpayer
requesting section 6015(f) relief bears the burden of proof. See

Rul e 142(a); Jonson v. Comm ssioner, supra at 113.

®Because petitioner seeks relief from underpaynents of tax
rat her than understatenents, relief under subsecs. (b) and (c) of
sec. 6015 is not available to her. Sec. 6015(b) and (c); see
al so Washi ngton v. Comm ssioner, 120 T.C. 137, 145-147 (2003).

‘On Aug. 11, 2003, the Conm 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 filed on or after
Nov. 1, 2003, and for requests for relief pending on Nov. 1,
2003, for which no prelimnary determ nation |etter has been
i ssued as of that date.



- 8 -

Before the Comm ssioner will consider a taxpayer’s request
for relief under section 6015(f), the taxpayer nust satisfy seven
threshold conditions listed in Rev. Proc. 2000-15, sec. 4.01,
2000-1 C. B. at 448. Respondent concedes that petitioner
satisfies these conditions.

A. Revenue Procedure 2000-15, Section 4.02

Rev. Proc. 2000-15, sec. 4.02(1), 2000-1 C.B. at 448,
provides that equitable relief will ordinarily be granted as to
unpaid liabilities if the seven threshold conditions and each of
the followng three elenents are satisfied

(a) At the tine relief is requested, the
requesting spouse is no longer married to * * * the
nonr equesti ng spouse * * *;

(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

requesting 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. * * *

Rel i ef under Rev. Proc. 2000-15, sec. 4.02 is only avail abl e,

however, to the extent that the unpaid liability is allocable to

t he nonrequesting spouse. Rev. Proc. 2000-15, sec. 4.02(2)(b).
Respondent concedes that petitioner satisfied the first

el enment because she was divorced fromM. Cowdery at the tinme she

requested relief. The parties, however, dispute whether

petitioner satisfied the second and third el enents.
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1. Knowl edge or Reason To Know

This elenent is satisfied if the requesting spouse did not
know or have reason to know when she signed the returns that the
taxes woul d not be paid. Accordingly, petitioner nust establish
that it was reasonable for her to believe that M. Cowdery woul d
pay the reported liabilities.

During their marriage, petitioner and M. Cowdery di scussed
their unpaid incone tax liabilities as well as their other
househol d finances. Petitioner and M. Cowdery al so mai ntai ned a
joint bank account. There is no evidence, and petitioner does
not allege, that M. Cowdery kept their financial docunents, such
as bills or bank statenments, fromher. Petitioner contends,
however, that she never questioned M. Cowdery about the paynents
he said he would make on the liabilities, despite being aware of
t he annual underpaynents of incone tax shown on their joint
returns. Petitioner also does not appear to have requested any
records fromthe I RS regardi ng what paynents had been nmade, to
have exam ned bank records for paynents, or to have done anything
at all to verify whether M. Cowdery nade any paynents toward the
tax liabilities. Wat petitioner did do was continue to file
jointly wwth M. Cowdery after she knew he was not nmaki ng
paynents to the IRS

VWhile we are synpathetic to petitioner’s situation with her

former husband, we have consistently applied the principle that
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the provisions providing relief fromjoint and several liability
are “‘designed to protect the innocent, not the intentionally

ignorant’”. Morello v. Conm ssioner, T.C Meno. 2004-181

(quoting D ckey v. Conm ssioner, T.C Meno. 1985-478).

Petitioner has not established that she did not have reason to
know the tax liabilities shown on her returns for the years at

i ssue woul d not be paid when she signed themand that it was
reasonable for her to believe M. Cowdery woul d pay those
l[tabilities. Consequently, petitioner does not satisfy the

knowl edge or reason to know el enent of Rev. Proc. 2000-15, sec.
4.02 and does not qualify for equitable relief under that section
of the revenue procedure. For the sake of conpl eteness, however,
we al so address the econom c¢ hardship factor.

2. Econom ¢ Har dship

Rev. Proc. 2000-15, sec. 4.02 requires that the
determ nation of whether a requesting spouse will suffer economc
hardshi p be based on rules simlar to those in section 301. 6343-
1(b)(4), Proced. & Adm n. Regs. Rev. Proc. 2000-15, sec.

4.02(1)(c). Economc hardship is present if satisfaction of the
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tax liability in whole or in part will cause the taxpayer to be
unabl e to pay her reasonable basic |iving expenses.® Sec.
301.6343-1(b)(4), Proced. & Adm n. Regs.

In 2000, petitioner filed a Form 433-A with respondent.
Petitioner reported on the Form 433-A that she was enpl oyed by
t he Puget Sound Bl ood Center as a technician, wth an annual
sal ary of approximtely $25,600.° Petitioner reported her
nmonthly inconme as $2,133 and her nonthly expenses as $2, 078.
Petitioner’s stated nonthly expenses included housing and utility
expenses of $1,398, transportation expenses of $425, and health
care expenses of $60. Petitioner also included $195 of nonthly

credit card paynents in her expenses but testified at trial she

8Sec. 301.6343-1(b)(4)(ii), Proced. & Adm n. Regs., lists
factors that will be considered in determ ning a reasonable
anount for basic |living expenses. These factors include the
t axpayer’s age, enploynent status and history, ability to earn,
nunber of dependents, extraordinary circunstances, and any ot her
factor that the taxpayer clains bears on econom c hardship and
brings to the attention of the director.

°Petitioner did not include a Form W2, Wage and Tax
Statenent, with her Form 433-A fromthe Blood Center. She
provided only a pay stub that showed her net pay for the pay
period ending July 22, 2000 (the length of this pay period is not
provi ded), and sone year-to-date information regardi ng her
sal ary.
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no | onger has any credit cards. Petitioner’s reported assets
consi sted of a 1999 nodel Kia Sophia, ! a “402B” account
est abl i shed t hrough her enpl oyer, ! and her hone.

Petitioner purchased her home on February 1, 1999. As of
February 16, 2004, the value of the honme was $111, 500.
Petitioner purchased the home from her parents for $98,000. She
obtai ned a $78, 000 nortgage and made a $20, 000 downpaynent, the
funds for which were given to her by her parents. She
subsequently refinanced her nortgage, and its bal ance as of
February 2004 was $101, 000. Petitioner contends she did not use
the gift fromher parents or the noney she received fromthe
refinancing to pay the tax liabilities because “nmy ex-husband is
supposed to pay it. I'mnot.”

Petitioner testified that her situation has changed since
2000 in that she no |l onger has credit card debt, has refinanced
her home, and is now caring for a blind uncle, but that her
situation is otherwi se the sane as when she filed the Form 433- A
Petitioner contends it would be a hardship for her to pay the tax
liabilities because of her nortgage paynents and the expense of
caring for her uncle. She did not introduce into evidence any

financial records regarding her current salary, basic |iving

Opetiti oner reported that her Kia Sophia was worth $5, 500
and that she had a $3,500 liability with respect to the car.

1The record is silent as to the value of the 402B account.
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expenses, the existence and anount of other debts, or the nature
and anount of the expenses she pays to care for her uncle.
Consequently, we conclude that petitioner has failed to prove
that she woul d be unable to pay her basic living expenses and
woul d suffer econom c hardship if relief under section 6015(f)
wer e deni ed.

B. Revenue Procedure 2000-15, Section 4.03

Where the requesting spouse fails to qualify for relief
under Rev. Proc. 2000-15, sec. 4.02, the Conm ssioner nmay
nonet hel ess grant relief under Rev. Proc. 2000-15, sec. 4.03,
2000-1 C.B. at 448. Rev. Proc. 2000-15, sec. 4.03 provides that,
where the seven threshold conditions have been satisfied and the
requesti ng spouse does not qualify for relief under Rev. Proc.
2000- 15, sec. 4.02, equitable relief may be granted under section
6015(f) if, taking into account all facts and circunstances, it
is inequitable to hold the requesting spouse |iable. Rev. Proc.
2000-15, sec. 4.03(1) and (2), 2000-1 C. B. at 448-449, contains a
list of positive and negative factors that the Conm ssioner wll
take into account in determning, on the facts and circunstances,
whether to grant full or partial equitable relief under section
6015(f). As Rev. Proc. 2000-15, sec. 4.03 nakes clear, no single
factor is determnative in any particular case, all factors are

to be considered and wei ghed appropriately, and the listing of
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factors is not intended to be exhaustive. See Wishi ngton v.

Conmi ssioner, 120 T.C. at 148; Jonson v. Conm ssioner, 118 T.C.

at 125.

Rev. Proc. 2000-15, sec. 4.03(1) lists the follow ng six
positive factors that the Conmm ssioner wll weigh in favor of
granting equitable relief:

(a) Marital status. The requesting spouse is

separated * * * 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.

(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 equesti ng 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
attributable to the nonrequesting spouse.

Rev. Proc. 2000-15, sec. 4.03(2) lists the follow ng six negative
factors that the Comm ssioner wei ghs against granting equitable

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

(b) Know edge, or reason to know. A requesting
spouse knew or had reason to know * * * that the
reported liability would be unpaid at the tinme the
return was signed. This is an extrenely strong factor
wei ghi ng against relief. Nonetheless, when the factors
in favor of equitable relief are unusually strong, it
may be appropriate to grant relief under 86015(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 * * *. See 81.6013-5(b).

(d) Lack of econom c hardship. The requesting
spouse wi Il not experience econom c hardship (wthin
t he neani ng of section 4.02(1)(c) of this revenue
procedure) if relief fromthe liability 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 |l egal obligation pursuant to a
di vorce decree or agreenent to pay the liability.

The know edge or reason to know factor, the econom c hardship
factor, and the legal obligation factor in Rev. Proc. 2000-15,
sec. 4.03(2)(b), (d), and (f), respectively, are the opposites of
t he know edge or reason to know factor, the econom c hardship
factor, and the legal obligation factor in Rev. Proc. 2000-15,
sec. 4.03(1)(d), (b), and (e), respectively. The attribution

factor in Rev. Proc. 2000-15, sec. 4.03(2)(a) is substantially
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the opposite of the attribution factor in Rev. Proc. 2000- 15,
sec. 4.03(1)(f). Consequently, in our review of the
Comm ssioner’s determ nation denying relief under section
6015(f), we have held that a finding with respect to the reason
to know, econom c hardship, legal obligation, and attribution
factors ordinarily will weigh either in favor of or against
granting equitable relief under section 6015(f). Ew ng v.

Comm ssioner, 122 T.C. 32, 45 (2004). W have also held that a

finding that a requesting spouse did not receive a significant
benefit fromthe itemgiving rise to the deficiency weighs in
favor of granting relief under section 6015(f). 1d. Finally, we
treat evidence that the renaining positive and negative factors
are not applicable as evidence wei ghing neither in favor of nor
agai nst granting equitable relief (i.e., as neutral). 1d. In
accordance wth the above, we shall consider each of the positive
and negative factors enunerated in Rev. Proc. 2000-15, sec. 4.03.

1. Positive Factors

a. Marital Status

Petitioner and M. Cowdery divorced in 1997. Respondent
concedes this factor weighs in favor of granting relief.

b. Econom ¢ Har dship

For the reasons stated in our analysis of this factor under

Rev. Proc. 2000-15, sec. 4.02, we conclude that petitioner has
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failed to establish she will suffer econom c hardship if she is
not granted equitable relief. This positive factor does not
apply.

C. Abuse by Nonreguesting Spouse

Petitioner does not allege that M. Cowdery abused her.

This positive factor does not apply. Ewing v. Conm ssioner,

supra at 46; Washington v. Comm ssioner, supra at 149.

d. No Knowl edge or Reason To Know

For the reasons stated in our analysis of this factor under
Rev. Proc. 2000-15, sec. 4.02, we conclude petitioner has failed
to establish that she did not have reason to know when the
returns were filed that the tax liabilities showmn as due on the
1992, 1993, 1994, and 1995 returns would not be paid. This
positive factor does not apply.

e. Nonr equesti ng Spouse’'s Legal Obligation

Under petitioner and M. Cowdery’s 1997 divorce decree, M.
Cowdery bears the legal obligation for paying the tax liabilities
for each of the years in issue. Respondent concedes this factor
wei ghs in favor of granting relief.

f. Liabilities Solely Attributable to Nonrequesting
Spouse

The unpaid tax liabilities resulted from underw thhol di ng of
both petitioner’s and M. Cowdery’s wages, and, therefore, the
liabilities are not solely attributable to M. Cowdery.

Consequently, we conclude this positive factor does not apply.



2. Negati ve Factors

a. Attributable to the Requesti ng Spouse

Because the unpaid liabilities are attributable to both
petitioner and M. Cowdery, this factor weighs agai nst granting
petitioner equitable relief.

b. Know edge or Reason To Know

As di scussed, supra, we conclude that petitioner had reason
to know when she signed the returns that the tax liabilities
woul d not be paid. This factor weighs heavily against granting
petitioner equitable relief. Rev. Proc. 2000-15, sec.
4.03(2)(b).

C. Si gni fi cant Benefit

Respondent does not contend that petitioner significantly
benefited fromthe unpaid liabilities, and the record does not
reflect otherwise. This factor weighs in favor of granting
petitioner equitable relief.

d. Lack of Econonic Hardship

As di scussed, supra, petitioner has failed to establish that
she will suffer econom c hardship if relief is not granted.
Thi s negative factor applies and wei ghs against granting relief.

e. Nonconpl i ance Wth Federal |Inconme Tax Laws in
Subsegquent Years

Respondent does not contend that this factor applies, and he
did not otherw se argue on brief or at trial that petitioner did

not make a good-faith effort to conply with her Federal incone
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tax obligations in the years subsequent to those in issue here.
Consequently, we conclude this negative factor does not apply.

See BEwing v. Commi Ssioner, supra at 46-47.

f. Requesti ng Spouse’'s Legal vligation

Wth respect to the positive counterpart to this factor, we
concluded that M. Cowdery, rather than petitioner, bears the
| egal obligation to pay the liabilities at issue in this case.
Consequently, this negative factor does not apply.

3. Concl usi on

Three factors weigh in favor of granting petitioner relief.
Al though three factors al so wei gh against granting petitioner
relief, the know edge or reason to know factor wei ghs heavily
against relief. Al other factors are neutral. After
considering all the facts and circunstances, we find that
respondent did not abuse his discretion in denying petitioner
equitable relief fromjoint and several liability under section
6015(f).

We have carefully considered all remaining argunents nmade by
the parties for results contrary to those expressed herein and,
to the extent not discussed above, find those argunents to be
irrelevant, noot, or w thout nerit.

To reflect the foregoing,

Deci sion will be entered

for respondent.




