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Porter v. Commissioner, 132 T. C. 203 (2009); 2009 U. S. Tax Ct. LEXIS 26;
132 T. C. No. 11 (United States Tax Court, 2009)

In Porter v. Commissioner, the U. S. Tax Court ruled that equitable relief from joint
and several tax liability under I. R. C. § 6015(f) should be determined using a de
novo standard of review rather than an abuse of discretion standard. This decision,
which  arose  from a  dispute  over  an  IRA distribution,  clarifies  the  Tax  Court’s
jurisdiction and review process for such cases, significantly impacting how innocent
spouse relief claims are adjudicated.

Parties

Suzanne L. Porter (Petitioner) filed a petition against the Commissioner of Internal
Revenue (Respondent) in the United States Tax Court, seeking relief from joint and
several liability for additional tax related to her husband’s IRA distribution. Porter
was  the  plaintiff  throughout  the  proceedings,  and  the  Commissioner  was  the
defendant.

Facts

Suzanne L. Porter married John S. Porter in 1994, and they had two children. In
2002, Porter was wrongfully discharged from her job with the Federal Government.
During  2003,  she  earned  a  modest  income  from  wages  and  unemployment
compensation,  while  John  earned  non-employee  compensation  and  received  a
$10,700 distribution from his IRA. The couple maintained separate finances, and
Porter was not aware of the IRA distribution at the time it was made. John prepared
their 2003 joint tax return, which reported the IRA distribution and Porter’s income
but omitted his non-employee compensation. Porter signed the return hastily on the
due  date  without  reviewing  it  thoroughly.  Six  days  after  signing,  the  couple
separated, and they divorced in 2006. Porter discovered that John had not filed their
2002 tax return, prompting her to file her own return for that year. In 2005, the IRS
issued notices of deficiency to both Porters, adjusting their 2003 income to include
John’s unreported compensation and imposing a 10% additional  tax on the IRA
distribution. Porter sought innocent spouse relief under I. R. C. § 6015(f), which the
IRS denied, leading to her petition to the Tax Court.

Procedural History

Porter filed a Form 8857 requesting innocent spouse relief, which was denied by the
IRS  Appeals  officer.  The  officer  granted  relief  regarding  the  unreported  non-
employee compensation under  I.  R.  C.  §  6015(c)  but  denied relief  for  the  IRA
distribution tax under § 6015(b), (c), and (f). Porter then petitioned the U. S. Tax
Court, which previously held in Porter v. Commissioner, 130 T. C. 115 (2008), that
the review of § 6015(f) relief should be conducted de novo and not be limited to the
administrative record. The Tax Court subsequently reviewed the case de novo and
entered a decision for Porter.
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Issue(s)

Whether, in determining eligibility for equitable relief under I. R. C. § 6015(f), the
Tax Court should apply a de novo standard of review or an abuse of discretion
standard?

Rule(s) of Law

I. R. C. § 6015(f) states that the Commissioner “may” grant relief from joint and
several liability if, considering all facts and circumstances, it is inequitable to hold
the  requesting  spouse  liable.  I.  R.  C.  §  6015(e)(1)(A)  grants  the  Tax  Court
jurisdiction “to determine the appropriate relief available to the individual under
this section. “

Holding

The Tax Court held that a de novo standard of review, rather than an abuse of
discretion standard, should be applied in determining eligibility for equitable relief
under I. R. C. § 6015(f). The Court also held that Porter was entitled to such relief
based on the facts and circumstances of her case.

Reasoning

The  Tax  Court  reasoned  that  the  use  of  the  word  “determine”  in  I.  R.  C.  §
6015(e)(1)(A) suggested a de novo standard of review, consistent with other sections
of  the  Code where  the  term “determine”  or  “redetermine”  is  used.  The  Court
distinguished this from I. R. C. § 6404(h)(1), which explicitly mandates an abuse of
discretion standard for interest abatement decisions. The Court also considered the
legislative history and the 2006 amendments to § 6015(e), which clarified the Tax
Court’s jurisdiction over § 6015(f) cases without specifying a standard of review. The
Court rejected arguments that an abuse of discretion standard was necessary due to
the discretionary language in § 6015(f), finding that the de novo standard better
aligned with the statutory language and legislative intent. The Court also noted that
the de novo standard allowed for a comprehensive review of all relevant facts and
circumstances, including those not available during the administrative process. In
applying  this  standard,  the  Court  considered  factors  such  as  Porter’s  divorce,
economic hardship, lack of knowledge of the IRA distribution, and compliance with
tax laws in subsequent years, concluding that it would be inequitable to hold her
liable for the additional tax on the IRA distribution.

Disposition

The Tax Court entered a decision for Porter, granting her equitable relief under I. R.
C. § 6015(f).

Significance/Impact
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This decision established that the Tax Court’s review of equitable relief under I. R.
C. § 6015(f) should be conducted de novo, significantly altering the standard of
review for innocent spouse relief claims. The ruling impacts how such cases are
adjudicated by allowing for a more comprehensive examination of evidence and
potentially increasing the likelihood of relief for requesting spouses. The decision
also  clarified  the  Tax  Court’s  jurisdiction  over  §  6015(f)  cases,  ensuring  that
petitioners have a full and fair opportunity to present their cases. Subsequent courts
have followed this precedent, and the ruling has been influential in shaping the legal
landscape for innocent spouse relief.


