115 T.C. 118 (2000)

In tax deficiency proceedings where one spouse seeks innocent spouse relief, the
non-electing spouse has the right to intervene to challenge the granting of such
relief.

Summary

Kathy King petitioned the Tax Court for innocent spouse relief under I.R.C. § 6015
regarding a joint tax return filed with her former spouse, Curtis Freeman. The IRS
initially conceded relief but then recognized Freeman’s objection and the need for
his participation. Freeman moved to intervene to challenge King’s claim. The Tax
Court considered whether a non-petitioning spouse could intervene in a deficiency
proceeding initiated by the electing spouse. The court held that the non-electing
spouse has a statutory right to intervene to ensure fairness and a full consideration
of evidence in innocent spouse relief claims, granting Freeman’s motion and
establishing procedural guidelines for future cases.

Facts

1. Kathy King and Curtis Freeman filed a joint income tax return for 1993.

2. The IRS disallowed a business loss claimed on the return, leading to a

deficiency.

Separate notices of deficiency were issued to King and Freeman.

4. King petitioned the Tax Court, solely seeking innocent spouse relief. Freeman
did not petition.

5. Subsequent to the petition, I.LR.C. § 6013(e) (governing innocent spouse relief)
was repealed and replaced by I.R.C. § 6015.

6. The IRS, after the law change, conceded that King qualified for relief under the
new statute but noted Freeman'’s objection and right to notice and
participation under § 6015(e)(4).

7. Freeman moved to intervene to challenge King’s claim for innocent spouse
relief.
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Procedural History

1. IRS issued separate notices of deficiency to King and Freeman.

2. King petitioned the Tax Court for innocent spouse relief.

3. Tax Court ordered the IRS to report on King’s claim under the newly enacted
I.R.C. §6015.

4. IRS reported King appeared to qualify for relief but Freeman objected and
should be notified.

5. Tax Court ordered IRS to serve Freeman with the petition and relevant rules.

Freeman filed a Motion for Leave to File Notice of Intervention.

7. IRS did not object to Freeman'’s intervention. King did not respond.
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Issue(s)

1. Whether a non-petitioning spouse (or former spouse) may intervene in a Tax
Court deficiency proceeding initiated by the other spouse who is claiming relief
from joint liability under I.R.C. § 6015.

Holding

1. Yes. The Tax Court held that in any proceeding where a taxpayer claims
innocent spouse relief under I.R.C. § 6015, the non-electing spouse is entitled
to notice and an opportunity to intervene to challenge the relief.

Court’s Reasoning

The Tax Court reasoned that while I.R.C. § 6015(e)(4) specifically grants
intervention rights to non-electing spouses in “stand-alone” innocent spouse relief
proceedings initiated under § 6015(e)(1)(A), the principles of fairness and statutory
interpretation necessitate extending this right to deficiency proceedings as well. The
court emphasized the legislative intent behind § 6015, quoting from Corson v.
Commissioner, 114 T.C. 354 (2000):

“Hence, as a general premise, we believe that these sections, when read together,
reveal a concern on the part of the lawmakers with fairness to the nonelecting
spouse and with providing him or her an opportunity to be heard on innocent spouse
issues. Presumably, the purpose of affording to the nonelecting spouse an
opportunity to be heard first in administrative proceedings and then in judicial
proceedings is to ensure that innocent spouse relief is granted on the merits after
taking into account all relevant evidence. After all, easing the standards for
obtaining relief is not equivalent to giving relief where unwarranted.”

The court found no material distinction between stand-alone proceedings and
deficiency proceedings regarding the need for the non-electing spouse’s
participation. Denying intervention in deficiency cases would create an unjustifiable
disparity in rights based purely on procedural posture. The court concluded that
“the interests of justice would be ill served if the rights of the nonelecting spouse
were to differ according to the procedural posture in which the issue of relief under
section 6015 is brought before the Court. Identical issues before a single tribunal
should receive similar treatment.” Therefore, to ensure consistent and fair
application of § 6015, the right to intervene must extend to non-petitioning spouses
in deficiency proceedings.

Practical Implications

1. Establishes Intervention Right: King v. Commissioner definitively
established the right of a non-electing spouse to intervene in Tax Court cases
where the other spouse claims innocent spouse relief, regardless of whether it
is a stand-alone proceeding or arises within a deficiency case.
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. Fairness and Due Process: This decision ensures fairness and due process
for non-electing spouses, allowing them to protect their financial interests and
present evidence against the granting of innocent spouse relief to their former
or current spouse.

. Procedural Uniformity: The ruling promotes procedural uniformity in
handling innocent spouse relief claims within the Tax Court, ensuring that the
rights of non-electing spouses are consistently protected across different types
of proceedings.

. Notice Requirement: The case mandates that the IRS must provide notice to
the non-electing spouse when a claim for innocent spouse relief is raised in any
Tax Court proceeding, and the court outlined procedural steps for such notice
and intervention.

. Impact on Case Strategy: Practitioners handling innocent spouse relief cases
must consider the potential for intervention by the non-electing spouse and
prepare accordingly. This includes anticipating potential challenges from the
non-electing spouse and gathering evidence to support or refute the innocent
spouse claim from both spouses’ perspectives.
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