Barnes v. Commissioner, 130 T. C. 248 (2008)

In Barnes v. Commissioner, the U. S. Tax Court ruled it lacked jurisdiction over
Judith Barnes’ second request for innocent spouse relief from a 1997 tax
underpayment, as it was essentially a duplicative claim. The court held that
subsequent requests for relief under IRC § 6015(f) do not revive the 90-day period to
petition if they are based on the same facts as a previously denied claim. This
decision underscores the finality of IRS determinations and the strict timelines
governing innocent spouse relief petitions.

Parties

Judith A. Barnes, f. k. a. Judith Genrich, as Petitioner, versus Commissioner of
Internal Revenue, as Respondent. At the trial level, Barnes was the requesting
spouse and the Commissioner was the respondent. The case remained at this stage
as it was dismissed for lack of jurisdiction before proceeding to appeal.

Facts

Judith A. Barnes filed a joint 1997 federal income tax return with her then-spouse,
Nathan Genrich, reporting a tax liability from the sale of real property owned by
Barnes. After their divorce in 1998, Barnes sought equitable relief from joint and
several liability for the underpayment using Form 8857, dated November 24, 2000.
The IRS denied this request in a final notice of determination dated September 13,
2001, stating that Barnes did not establish lack of knowledge or economic hardship,
and that the underpayment was allocable to her. Barnes did not appeal this
determination within the required 90-day period.

In March 2007, over five years later, Barnes filed a second Form 8857, again
seeking relief under IRC § 6015(f) for the same 1997 underpayment. This request
included additional allegations, notably the 2002 criminal securities fraud
convictions of her ex-spouse and his business associate. The IRS declined to
reconsider the denial, stating that the facts had not changed. Barnes then petitioned
the Tax Court on July 11, 2007, challenging both the 2001 and 2007 IRS decisions.

Procedural History

On September 13, 2001, the IRS issued a final notice of determination denying
Barnes’ first request for innocent spouse relief. Barnes did not file a petition within
the 90-day period following this notice. In May 2007, the IRS responded to her
second request by declining to reconsider the denial. Barnes filed a petition with the
U. S. Tax Court on July 11, 2007. The Commissioner moved to dismiss for lack of
jurisdiction, arguing that the petition was untimely as it was not filed within 90 days
of the 2001 final notice. The Tax Court granted the Commissioner’s motion and
dismissed the case for lack of jurisdiction.

Issue(s)
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Whether the Tax Court has jurisdiction to hear a petition filed more than 90 days
after the IRS’s final notice of determination denying a request for innocent spouse
relief, where the taxpayer later submits a second request for relief based on the
same tax year and substantially the same facts?

Rule(s) of Law

The Tax Court’s jurisdiction to review a denial of innocent spouse relief under IRC §
6015(f) is governed by IRC § 6015(e)(1)(A), which requires a petition to be filed
within 90 days of the mailing of the IRS’s final notice of determination. Treas. Reg. §
1. 6015-1(h)(5) defines a qualifying request for relief as the first timely claim for a
given tax year. Treas. Reg. § 1. 6015-5(c)(1) allows only one final administrative
determination per assessment, unless the second request qualifies under § 1.
6015-1(h)(5).

Holding

The Tax Court held that it lacked jurisdiction over Barnes’ petition because it was
filed more than 90 days after the IRS’s 2001 final notice of determination. The court
found that Barnes’ second request for relief in 2007 was not a qualifying request
under the regulations, as it was based on the same tax year and substantially the
same facts as her first denied request.

Reasoning

The court reasoned that allowing subsequent duplicative requests to restart the 90-
day period would undermine the finality of IRS determinations and the statutory
time limits. The court analyzed the regulations and concluded that they rationally
promote the government’s interest in finality. It rejected Barnes’ argument that the
IRS’s 2007 letter was a new final determination or an amendment to the 2001
determination, finding that it was merely a refusal to reconsider based on
unchanged facts. The court also noted that while the Internal Revenue Manual (IRM)
suggests reconsideration may be possible in some cases, the IRM does not have the
force of law and did not apply here. The court emphasized that the new fact of the
2002 convictions did not materially change the basis of the original denial, which
focused on Barnes’ knowledge and economic hardship.

The court considered policy considerations, such as the need for finality in tax
assessments and the administrative burden of allowing repeated requests on the
same facts. It also addressed counter-arguments, such as the potential for new facts
to warrant reconsideration, but found that the 2002 convictions did not sufficiently
alter the original denial’s rationale.

Disposition

The Tax Court dismissed the case for lack of jurisdiction and denied Barnes’ motions
to enjoin collection.
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Significance/Impact

Barnes v. Commissioner reinforces the strict jurisdictional limits on petitions for
innocent spouse relief under IRC § 6015(f). It clarifies that subsequent requests for
relief based on the same tax year and facts do not revive the right to petition if the
original 90-day period has lapsed. This decision impacts taxpayers seeking relief by
emphasizing the importance of timely filing and the limited opportunities for
reconsideration. It also underscores the IRS’s authority to issue final determinations
and the court’s deference to the regulations implementing IRC § 6015. Subsequent
cases have cited Barnes for its interpretation of the regulations and the
jurisdictional requirements for innocent spouse relief claims.
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