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DEAN, Special Trial Judge: This is a case arising under

sections 6015 and 7463, as in effect at the tinme the petition was
filed. Unless otherw se indicated, subsequent section references
are to the Internal Revenue Code, and all Rule references are to
the Tax Court Rules of Practice and Procedure. The decision to

be entered is not reviewable by any other court, and this opinion

shoul d not be cited as authority.
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Respondent determ ned petitioner was not entitled to relief
fromjoint and several liability for a $6,450 underpaynent of tax
for tax year 2000 pursuant to section 6015. The issue for
deci sion i s whether respondent abused his discretion by denying
petitioner’s request for relief fromjoint and several liability
under section 6015 for the 2000 under paynent of tax.

Sone of the facts have been stipulated and are so found.
The stipulation of facts and the exhibits received into evidence
are incorporated herein by reference. At the tine the petition
was filed with the Court, petitioner resided in Jacksonville,

Fl ori da.

Backgr ound

Petitioner was married to Shannon R Flowers (M. Flowers),
and one child was born during the marriage. They were legally
married during 2000, but divorced in 2002.

Petitioner is a college graduate with a bachel or of science
degree in health informati on managenent. During 2003, she was
enrolled in a master of business adm nistration program at
Webster University. During 2000, petitioner was enployed as a
director with Shands Jacksonville.

M. Flowers was a high school graduate in 2000 with sone
col | ege coursework. He worked in autonotive sal es.

Respondent assessed a $6, 450 deficiency due to a

mat hematical or clerical error adjustment to the 2000 return.
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See sec. 6213(b)(1). Respondent |ater reduced the anpunt of tax
due to $4, 199 because of the application of $2,251 of wi thhol ding
credits fromM. Flowers, which credits were not reported on the
2000 return or credited when the math error adjustnent was nade.

The tax liability for 2000 arose froma m scal cul at ed
dependent care credit. Petitioner and M. Flowers tinely filed a
joint Form 1040, U.S. Individual Income Tax Return, reflecting
wages of $80, 933 and withholding credits of $5,239. Attached to
the return was Form 2441, Child and Dependent Care Expenses, on
whi ch petitioner reported that she had paid child care expenses
of $1,080 and clained a credit of $7,503. It appears that
instead of nmultiplying the child care expenses by 20 percent,
petitioner calculated the credit by multiplying M. Flowers’s
earned i nconme of $37,515 by 20 percent.

Petitioner prepared the 2000 joint tax return herself and
reviewed it before signing it. The return reflected an
over paynent of $693.

During their marriage, petitioner and M. Flowers naintained
a joint checking account into which they both nade deposits.
Petitioner opened the household nmail and reviewed the bank
statenments. She acknow edged that she was generally aware of M.

Flowers’s finances as well as her own. During her review of
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their bank statenments, petitioner discovered that M. Flowers had
hi dden sone withdrawal s from her during the year.

Respondent received frompetitioner a Form 8857, Request for
| nnocent Spouse Relief. Petitioner also submtted to respondent
a conpleted Form 12510, Questionnaire for Requesting Spouse, in
whi ch she provided a |ist of her nonthly expenses. Those

expenses total $4, 185 and are as foll ows:

Rent $875
Food 360
Uilities 200
Tel ephone 100
Aut o Paynent s 585
Aut 0 i nsurance 71
Auto fuel & repairs 200
Medi cal 100
Cl ot hi ng 100
Credit card 300
Braces & eyegl asses 188
Tutoring 956
Gas 150

Respondent determ ned petitioner was not entitled to relief
fromjoint and several liability for the understatenent for tax
year 2000 pursuant to section 6015 because petitioner knew or had
reason to know of the item causing the understatenent of tax, and
the item causing the understatenent was partly attributable to
petitioner.

Di scussi on

Cenerally, married taxpayers may elect to file a joint
Federal inconme tax return. Sec. 6013(a). After making the

el ection, each spouse is jointly and severally liable for the
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entire tax due. Sec. 6013(d)(3). A spouse, however, may seek
relief fromjoint and several liability under section 6015. To
obtain relief fromliability, a spouse nust qualify under section
6015(b), or if eligible, may allocate liability under section
6015(c). In addition, if relief is not avail able under section
6015(b) or (c), a spouse may seek equitable relief under section

6015(f). Fernandez v. Conm ssioner, 114 T.C 324, 329-331

(2000); Butler v. Conm ssioner, 114 T.C 276, 287-292 (2000).

The Court’s review of determ nations under section 6015(f) is not
limted to the Comm ssioner’s adm ni strative record. Ewi ng v.

Comm ssioner, 122 T.C 32, 44 (2004).

Except as otherw se provided in section 6015, the taxpayer

bears the burden of proof. Rule 142(a); At v. Conm ssioner, 119

T.C. 306, 311 (2002), affd. 101 Fed. Appx. 34 (6th Cr. 2004).
Section 6015(b) and (c)

A taxpayer who satisfies all of the five requirenents set
forth in section 6015(b), shall be relieved of liability for tax
(itncluding interest, penalties, and other anounts) for such
taxabl e year to the extent such liability is attributable to such

understatenent. Sec. 6015(b)(1); Cheshire v. Conm ssioner, 282

F.3d 326, 332 (5th Gr. 2002), affg. 115 T.C. 183 (2000); Alt v.

Conm ssi oner, supra at 313. Alternatively, under section

6015(c), a taxpayer may receive proportionate relief through

al l ocation of a deficiency between individuals who filed a joint
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return and who are no longer married, who are |egally separated,
or who have been living apart for the preceding 12 nonths.
Section 6015(b) nmandates that the understatenent of tax be
attributable to erroneous itens of the nonrequesting spouse.
Sec. 6015(b)(1)(B). If the understatenent is attributable to an
erroneous itemof the taxpayer or to both the taxpayer and the
other individual filing the return, the taxpayer is not entitled
to relief under section 6015(b). See, e.g., Bartak v.

Conmi ssioner, T.C. Menpb. 2004-83; Ellison v. Conmm ssioner, T.C

Meno. 2004-57; Doyel v. Comm ssioner, T.C Meno. 2004- 35.

On her Form 8857, petitioner indicated that the understatenent of
tax was not due to erroneous itens of her spouse. The Court
concl udes that petitioner has failed to satisfy the requirenent
of section 6015(b) (1) (B)

Further, the know edge a taxpayer possesses about the itens
underlying the liability could preclude relief under either or
both section 6015(b) or (c). Under section 6015(b), if the
taxpayer fails to establish that in signing the return he or she
did not know, and had no reason to know, that there was such
understatenent, relief will be denied. Sec. 6015(b)(1)(C
Rel i ef under section 6015(c) will be denied to a taxpayer who had
actual know edge of the itemgiving rise to the deficiency. Sec.

6015(c) (3) (C).
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In the context of a disallowed deduction, “actual know edge”
is present if the taxpayer had actual know edge of the factual
ci rcunst ances which nmade the item unal |l owabl e as a deducti on

King v. Comm ssioner, 116 T.C 198, 204 (2001). Know edge of the

tax consequences resulting fromthe factual circunstances is not
required. 1d. at 203-204.

Petitioner admtted that she prepared the tax return and
cal cul ated the dependent care credit. The dependent care credit
petitioner claimed on the return was al nost seven tines greater
t han the anount she actually paid for child care. At trial,
petitioner conceded that her cal cul ati on was i ncorrect and that
t he amount of the deduction she clainmed did “not sound normal”
Additionally, petitioner admtted that she reviewed the return
before signing it.

The Court finds that petitioner had actual know edge of the
itemgiving rise to the deficiency. The Court concludes that
petitioner is not entitled to relief under section 6015(b) or
(c).

Section 6015(f)

Section 6015(f) grants the Comm ssioner discretion to
relieve fromjoint and several liability an individual who files
a joint return. Section 6015 provides, in pertinent part, as

foll ows:
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SEC. 6015. RELIEF FROM JO NT AND SEVERAL LI ABILITY ON
JO NT RETURN.

* * * * * * *

(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 nmay relieve such individual of such liability.

Because relief fromthe 2000 understatenment is not avail able
to petitioner under section 6015(b) or (c), she has satisfied one
of the two prerequisites for relief under section 6015(f).

The other prerequisite is that it is inequitable to hold the
individual li1able for the unpaid tax, taking into consideration
all the facts and circunstances. As contenpl ated by section
6015(f), the Comm ssioner has prescribed guidelines in Rev. Proc.
2000- 15, sec. 4.02, 2000-1 C. B. 447, 448, to be used in
determ ni ng whether an individual qualifies for relief under that

section.' Rev. Proc. 2000-15, sec. 4.01, 2000-1 C.B. at 448,

!Respondent’s determination is subject to Rev. Proc. 2000-
15, 2000-1 C. B. 447, which was in effect when respondent
eval uated petitioner’s request and when respondent issued the
notice of determnation. Rev. Proc. 2000-15, supra, has been
superseded by Rev. Proc. 2003-61, 2003-32 C. B. 296, effective for
requests for relief filed on or after Nov. 1, 2003.
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sets forth the threshold conditions that nust be satisfied before
the Comm ssioner will consider a request for equitable relief
under section 6015(f). Respondent does not dispute that
petitioner has satisfied those threshold conditions.

A requesting spouse satisfying all the applicable threshold
conditions may be relieved of all or part of the liability under
section 6015(f) if, taking into account all the facts and
circunstances, the IRS determnes that it would be inequitable to
hold the requesting spouse liable for the liability. Rev. Proc.
2000- 15, sec 4.01, supra at 448.

Rev. Proc. 2000-15, sec. 4.03(1) and (2), 2001-1 C B. at
448- 449, sets forth six positive and six negative factors that
are to be considered in determ ning whether to grant relief. The
revenue procedure nmakes clear that no single factor is to be
determ native in any particular case, that all factors are to be
consi dered and wei ghed appropriately, and that the |ist of
factors is not intended to be exhaustive.

The know edge or reason to know factor, the economc
hardship factor, and the legal obligation to pay factor in Rev.
Proc. 2000-15, sec. 4.03(2)(b), (d), and (f), 2000-1 C. B. at 449,
respectively, are the opposites of the know edge or reason to
know factor, the econom c hardship factor, and the | egal
obligation to pay factor in Rev. Proc. 2000-15, sec. 4.03(1)(d),

(b), and (e), respectively. The attribution factor in Rev. Proc.
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2000-15, sec. 4.03(2)(a) is substantially the opposite of the
attribution factor in Rev. Proc. 2000-15, sec. 4.03(1)(f).
Consequently, in the Court’s review of the Conmm ssioner’s

determ nation denying relief under section 6015(f), the Court has
held that a finding with respect to the reason to know, econom c
hardship, legal obligation, and attribution factors ordinarily
wll weigh either in favor of or against granting equitable

relief under section 6015(f). Ewing v. Conm ssioner, 122 T.C at

45. The Court has also held that a finding that a requesting
spouse did not receive a significant benefit fromthe itemin

i ssue weighs in favor of granting relief under section 6015(f).
Id. Finally, the Court treats evidence that the remaining
positive and negative factors are not applicable as evidence
wei ghi ng neither in favor of nor against granting equitable
relief (i.e., as neutral). 1d.

The sole factor in favor of petitioner here is the factor of
marital status. Petitioner and her fornmer husband were divorced
in 2002. The remaining factors that are applicable tend to weigh
agai nst petitioner. Petitioner caused the mathematical error on
the return, and she had know edge of the actual ampunts she paid
for child care. Petitioner also derived a significant benefit
fromher mscalculation in that the return reflected an
over paynment of $693 instead of an understatenent of $6, 450.

Finally, petitioner has failed to show that she woul d experience
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econom ¢ hardship if relief fromthe liability were not granted.
The Court finds, considering all the facts and
circunst ances, that respondent did not abuse his discretion in
denying petitioner equitable relief fromjoint and severabl e
l[Tability under section 6015(f).
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 respondent.




