McGee v. Commissioner of Internal Revenue, 123 T. C. 314, 2004 U. S. Tax
Ct. LEXIS 47, 123 T. C. No. 19 (U. S. Tax Court, 2004)

In McGee v. Comm’r, the U. S. Tax Court ruled that the IRS abused its discretion by
denying Natalie McGee’s request for equitable relief under I. R. C. § 6015(f) due to
her late filing, which was caused by the IRS’s failure to notify her of her rights under
the statute. This decision underscores the importance of the IRS’s obligation to
inform taxpayers of their relief options during collection activities, highlighting the
interplay between statutory notice requirements and equitable relief provisions in
tax law.

Parties

Natalie W. McGee, the petitioner, filed a pro se petition against the Commissioner of
Internal Revenue, the respondent. McGee sought review of the IRS’s determination
denying her request for equitable relief from joint tax liability under I. R. C. §
6015(f).

Facts

Natalie W. McGee and her former spouse filed a joint Federal income tax return for
the taxable year 1997, reporting a joint tax liability of $11,252. McGee’s earnings as
a teacher contributed $3,137 towards the liability, leaving an unpaid balance of
$8,328. In May 1999, the IRS withheld a $291 refund from McGee’s 1998 tax return
to partially offset the 1997 liability. The IRS sent McGee a notice regarding this
offset, but it did not inform her of her rights to seek relief under I. R. C. § 6015.
Unaware of these rights, McGee did not request relief until February 2002, after
learning about her options through legal counsel following a credit rating issue
caused by a tax lien on her residence.

Procedural History

McGee timely filed a petition in the U. S. Tax Court seeking review of the IRS’s
November 22, 2002, notice of determination that denied her request for equitable
relief under I. R. C. § 6015(f). The IRS based its denial solely on the fact that
McGee’s request was filed more than two years after the first collection activity in
May 1999. The Tax Court reviewed the case under the abuse of discretion standard.

Issue(s)

Whether it was an abuse of discretion for the IRS to deny McGee’s request for
equitable relief under I. R. C. § 6015(f) solely because her request was made more
than two years after the first collection activity, given that the IRS failed to notify
her of her rights under the statute as required by the Internal Revenue Service
Restructuring and Reform Act of 1998 (RRA 1998).

Rule(s) of Law
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I[. R. C. § 6015(f) allows the Secretary to relieve an individual of joint and several
liability if it is inequitable to hold the individual liable, provided relief under
subsections (b) and (c) does not apply. RRA 1998 § 3501(b) mandates that the IRS
include information about taxpayers’ rights under I. R. C. § 6015 in collection-
related notices. Rev. Proc. 2000-15, § 5, imposes a two-year limitation period for
requests under I. R. C. § 6015(f) from the first collection activity against the
requesting spouse.

Holding

The Tax Court held that the IRS abused its discretion in denying McGee’s request
for equitable relief under I. R. C. § 6015(f). The court determined that the May 1999
offset was a collection action, and the IRS’s failure to include the required notice of
McGee’s rights under I. R. C. § 6015 in the offset notice prevented the two-year
limitation period from commencing.

Reasoning

The court’s reasoning focused on the interplay between the statutory notice
requirements under RRA 1998 and the equitable relief provisions of I. R. C. §
6015(f). The IRS’s position that the offset was a collection action for the purpose of
triggering the two-year limitation period under Rev. Proc. 2000-15, but not a
collection-related notice requiring information about I. R. C. § 6015 rights, was
deemed inconsistent and contrary to the legislative intent of RRA 1998. The court
emphasized that the purpose of RRA 1998 was to ensure taxpayers are informed of
their rights to relief, which the IRS failed to do in this case. This failure directly led
to McGee’s unawareness of her rights and her late filing for relief. The court also
distinguished this case from prior cases like Rochelle and Smith, where the IRS’s
failure to provide adequate notice did not prejudice the taxpayers, noting that in
McGee’s case, the lack of notice directly resulted in her inability to seek timely
relief. The court concluded that applying the two-year limitation period under these
circumstances was inequitable and an abuse of discretion.

Disposition

The Tax Court ordered that the IRS’s denial of McGee’s request for equitable relief
under I. R. C. § 6015(f) be reversed, and the case was remanded for the IRS to
consider McGee’'s request on its merits without applying the two-year limitation
period.

Significance/Impact

The McGee decision is significant for its emphasis on the IRS’s obligation to provide
clear and timely notice of taxpayers’ rights during collection activities. It reinforces
the principle that the IRS cannot rely on procedural limitations to deny equitable
relief when its own failure to provide required notices causes the delay. This ruling
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has practical implications for legal practitioners, highlighting the need to scrutinize
IRS notices for compliance with statutory requirements and to challenge denials of
relief based on untimely filings when such delays are due to inadequate IRS
notification. The case also underscores the importance of the equitable relief
provisions under I. R. C. § 6015(f) in addressing situations where strict application
of procedural rules would lead to unjust outcomes.
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