Corson v. Commissioner, 114 T. C. 354 (2000)

A nonelecting spouse has a right to litigate a decision granting innocent spouse
relief to the electing spouse.

Summary

In Corson v. Commissioner, the U. S. Tax Court addressed whether a nonelecting
spouse (Thomas) could challenge the Commissioner’s decision to grant innocent
spouse relief under Section 6015(c) to the electing spouse (Judith). The couple had
filed a joint tax return and faced a deficiency notice, after which Judith sought
innocent spouse relief. After the enactment of the IRS Restructuring and Reform Act
of 1998, which expanded innocent spouse relief options, Judith elected relief under
Section 6015(c). The Tax Court held that Thomas, as the nonelecting spouse, should
have the opportunity to litigate the Commissioner’s decision to grant relief to Judith,
emphasizing the importance of fairness and the right to be heard in such cases.

Facts

Thomas and Judith Corson filed a joint Federal income tax return for 1981. They
separated in 1983 and divorced in 1984. The IRS issued a notice of deficiency in
1985, asserting a tax deficiency due to disallowed losses from their tax shelter
investments. Judith filed an amended petition in 1996 to claim innocent spouse relief
under the then-applicable Section 6013(e). After the IRS Restructuring and Reform
Act of 1998 was enacted, Judith elected relief under the new Section 6015(c). The
IRS initially denied her request but later settled with Judith, granting her full relief.
Thomas objected to this settlement, arguing he should have the right to litigate the
grant of relief to Judith.

Procedural History

The Corsons filed a joint petition with the U. S. Tax Court in 1985 contesting the
IRS’s deficiency notice. In 1996, Judith amended the petition to claim innocent
spouse relief under Section 6013(e). After the 1998 IRS Restructuring and Reform
Act, Judith elected relief under Section 6015(c). The IRS initially denied her request
but later settled with Judith, granting her full relief. Thomas objected to this
settlement, leading to the Commissioner’s motion for entry of decision, which the
Tax Court denied, allowing Thomas to litigate the issue.

Issue(s)

1. Whether the nonelecting spouse (Thomas) has a right to litigate the
Commissioner’s decision to grant innocent spouse relief under Section 6015(c) to
the electing spouse (Judith).

Holding
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1. Yes, because the IRS Restructuring and Reform Act of 1998 and Section
6015(e)(4) indicate a legislative intent to provide the nonelecting spouse with an
opportunity to be heard in innocent spouse relief cases.

Court’s Reasoning

The Tax Court analyzed the legislative framework of Section 6015, which replaced
the former Section 6013(e) and expanded relief options. The court noted that
Section 6015(e)(4) provides the nonelecting spouse an opportunity to become a
party to the proceeding, reflecting a concern for fairness and ensuring that relief is
granted on the merits. The court rejected the Commissioner’s argument that Section
6015(e) only applies to stand-alone proceedings, emphasizing the need for
consistent treatment of innocent spouse issues across different procedural contexts.
The court also considered the lack of specific regulations defining the nonelecting
spouse’s rights but concluded that some participatory entitlement was intended. The
court cited the legislative intent to ensure that all relevant evidence is considered
before granting relief, thus justifying Thomas’s right to litigate the issue.

Practical Implications

The Corson decision has significant implications for how innocent spouse relief
cases are handled. It establishes that nonelecting spouses have a right to litigate
decisions granting relief to electing spouses, ensuring that both parties have a fair
opportunity to present their cases. This ruling may lead to more contested innocent
spouse relief cases, as nonelecting spouses can now challenge grants of relief. Legal
practitioners should be aware of this right when advising clients on joint tax return
liabilities and innocent spouse relief claims. The decision also underscores the
importance of the IRS considering all relevant evidence before granting relief,
potentially affecting how the IRS administers innocent spouse relief. Subsequent
cases, such as Butler v. Commissioner, have further clarified the Tax Court’s
jurisdiction over innocent spouse relief claims, reinforcing the principles established
in Corson.
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