Hopkins v. Commissioner, 121 T. C. 73 (2003)

In Hopkins v. Commissioner, the U. S. Tax Court clarified the allocation of tax
deficiencies under Section 6015(c) of the Internal Revenue Code. Marianne Hopkins
sought relief from joint and several tax liabilities with her former husband, Donald
K. Hopkins. The court ruled that Mrs. Hopkins could be relieved of liability for
deficiencies attributable to her husband’s erroneous partnership deductions, but not
for those related to her own net operating loss (NOL) deductions. This decision
underscores the importance of understanding the allocation of tax items between
spouses and sets a precedent for applying Section 6015(c) in cases of joint tax
returns.

Parties

Marianne Hopkins (Petitioner) and Commissioner of Internal Revenue (Respondent).
At the trial court level, Marianne Hopkins was the petitioner seeking relief from
joint and several tax liabilities. The Commissioner of Internal Revenue was the
respondent, defending the tax assessments.

Facts

Marianne Hopkins, a German native with a ninth-grade education, was married to
Donald K. Hopkins, an airline pilot, from 1967 until their divorce in 1989. They filed
joint income tax returns from 1978 to 1997. The tax liabilities in question spanned
1982, 1983, 1984, 1988, and 1989. These liabilities included deficiencies, interest,
penalties, and underpayments primarily due to disallowed partnership deductions
(Far West Drilling) and erroneous net operating loss (NOL) carryforward deductions
related to a casualty loss from a mudslide that destroyed their home in 1981. Mrs.
Hopkins owned the residence and was actively involved in its rebuilding. The couple
also reported various incomes and deductions, including Mr. Hopkins’s wages,
interest income, and partnership losses. Mrs. Hopkins filed a Form 8857 requesting
innocent spouse relief on May 24, 1999, and subsequently filed a petition with the
Tax Court.

Procedural History

Marianne Hopkins filed a Form 8857 with the IRS on May 24, 1999, requesting
innocent spouse relief under Section 6015(b), (c), and (f) for the tax years 1982,
1983, 1984, 1988, and 1989. After six months without a determination from the IRS,
she filed a petition with the U. S. Tax Court on January 8, 2001, seeking relief from
joint and several liability. The case was heard by the Tax Court, which reviewed the
evidence presented and issued its opinion on the application of Section 6015 to the
tax liabilities in question. The standard of review applied was de novo for factual
findings and review for abuse of discretion regarding the IRS’s decision on equitable
relief under Section 6015(f).
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Issue(s)

Whether Marianne Hopkins is entitled to relief from joint and several liability under
Section 6015(b), (c), or (f) of the Internal Revenue Code for the tax liabilities of
1982, 1983, 1984, 1988, and 1989?

Rule(s) of Law

Section 6015(b) of the Internal Revenue Code allows relief for an understatement of
tax attributable to the erroneous items of the non-electing spouse if the electing
spouse did not know and had no reason to know of the understatement. Section
6015(c) provides for allocation of deficiencies on a joint return as if the individuals
had filed separate returns, subject to exceptions where one spouse received a tax
benefit from the other’s erroneous item. Section 6015(f) grants the Secretary
authority to provide equitable relief when it is inequitable to hold an individual liable
for any unpaid tax or deficiency. The burden of proof lies with the electing spouse to
establish entitlement to relief under these sections.

Holding

The Tax Court held that Marianne Hopkins was not entitled to relief under Section
6015(b) for the understatements attributable to the disallowed NOL carryforward
deductions, as those were her own items. However, she was entitled to relief under
Section 6015(c) for deficiencies attributable to her husband’s erroneous partnership
deductions, except for any portion that offset her income. The court also ruled that
she was not entitled to relief under Section 6015(f) for the remaining liabilities of
1982, 1983, and 1984, nor for the underpayments of 1988 and 1989, as she failed to
establish that it would be inequitable to hold her liable.

Reasoning

The court’s reasoning focused on the allocation of tax items under Section 6015(c).
It emphasized that the allocation should be made as if separate returns were filed,
with an exception under Section 6015(d)(3)(B) where an item benefits the other
spouse. The court rejected the Commissioner’s argument that the Far West Drilling
deductions were attributable to Mrs. Hopkins, finding that they were Mr. Hopkins’s
items. For the NOL deductions related to the casualty loss, the court determined
that these were Mrs. Hopkins’s items, as she owned the affected property. The court
also considered Mrs. Hopkins's involvement in the family’s financial affairs and her
awareness of the tax returns, concluding that she had reason to know of the
understatements under Section 6015(b). The court reviewed the IRS’s decision not
to grant equitable relief under Section 6015(f) and found no abuse of discretion,
given Mrs. Hopkins’s inability to demonstrate economic hardship or other unique
circumstances.

Disposition

© 2025 SCOTUSreports.com. All rights reserved. | 2



The Tax Court granted partial relief to Marianne Hopkins under Section 6015(c) for
deficiencies attributable to her husband’s erroneous partnership deductions, except
for any portion offsetting her income. The court denied relief under Section 6015(b)
and (f) for the remaining liabilities and underpayments. The case was set for a Rule
155 computation to determine the exact amount of relief.

Significance/Impact

Hopkins v. Commissioner has significant implications for the application of Section
6015(c) in allocating tax deficiencies between spouses on joint returns. The decision
clarifies that relief under Section 6015(c) can be granted even when the erroneous
deduction initially belongs to the electing spouse, if it offsets the non-electing
spouse’s income. This case also highlights the importance of the electing spouse’s
knowledge and involvement in financial matters when seeking relief under Section
6015(b). The ruling has been cited in subsequent cases and IRS guidance,
influencing the interpretation and application of innocent spouse relief provisions.
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