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UNITED STATESDISTRICT COURT
WESTERN DISTRICT OF KENTUCKY
LOUISVILLE DIVISION
CIVIL ACTION NO. 3:13-CV-00743-TBR-LLK

UNITED STATES Plaintiff,
V.
MATTHEW W. STEIN, et al. Defendants.

MEMORANDUM OPINION

The United State®roughtthis actionin 2013against Matthew and Deborah Stein
to recoverunpaid federal income taxedn the time since, Matthew ha®nceded his
liability for the debt, but Deboratontinues to resighe United States’ eff@tto reduce
the assessmentmade against her to judgmien She anchorder oppositionon the
equitable “innocent spouse” exengsticodified at I.R.C. § 6015(f). According to the
United States, however, Deborah’s argument is of no moment betteuSourt is
without jurisdiction to How such an exemptionThe Court agreesBecausehe Internal
Revenue Servicshould be allowed toonsider Deborah’slaimin the first instancethe
United States’ Motion for Summary Judgment (R. 26) GRANTED and Deborah
Stein’s Motion for Summary Judgme(R. 27)is DENIED.

l.
A.

Matthewand Deborah Stein were married for thirty yearSeeR. 252 at 12
(Decree of Dissolution) During that timeDeborahwas a typical mother: She taxied
her four young boys to countless sporting evestie cared for the homand,from time
to time she workedas a school teacherR.(321 at 16, 23 (Deborah Deposition)A

selfemployed attorneyher husband/atthewwas“the sole bread winneof the family.
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(Id. at 75.) He controlled the househdkl finances. R. 322 at 33 (Matthew
Deposition);R. 21 § 7 Deborah’sAnswers to Interrogatorie$).He alsoprepared and
filed the couple’s joint tax retush (R. 21  1),which are the source of the present
controversy.

For tax years 2001 to 2003 and 2005 to 2044&tthew’s law practice generated
income, but the Steir@mitted to give the Internal Revenue Service its fair shg@eeR.
322 at 29-32) When the IRS noticedf made assessments against Matthew and
Debomah for the unpaid taxesyesulting penalties, and intest. (SeeR. 263 (2001
Account Transcript); R. 28 (2002 Account Transcript); R. Z6 (2003 Account
Transcript); R. 26 (2005 Account Transcript); R. 26 (2006 Account Transcript); R.
26-8 (2007 Account Transcript); R. Zb6 (2008 Account Transcript); R. Z® (2009
Account Transcript); R26-11 (2010 Account Transcrip)) There is no dispute as the
amount of the assessments, which as of Aug0&btotaled almost$663,000. (SeeR.
262 11 56 (Riley Declaration)) Likewise, it is undisputed that a delegate of the
Secretaryof the Treasury gaveoticeof those assessmentsdamade timely demanfor
payment. Id.)

B.

The United States filed this action against Matthew and Deborah Stein adJuly
2013 toreduceto judgmentthe unpaid federal income taxes, penalties, and interest
described above. (R. 1, 721 (Complaint).) The Court enteregudgmentagainst
Matthewon March 13, 2015. (R. 1at 1(Agreed Judgment).Bubsequently, thparties
filed crossmotions for summary judgmenn theissueof Deborah’s taxXiability. (See

R.26atl;R.27 atl.)



.

Summaryjudgmentis appropriate when the record, viewed in the light most
favorable to the nonmoving party, reveals “that there is no genuine dispute as to any
material fact and the movant is entitled to judgment as a matter of law.” Fed. R. Civ. P.
56(a). A genuine dmute of material fact exists where “there is sufficient evidence
favoring the nonmoving party for a jury to return a verdict for that paryntierson v.
Liberty Lobby, Inc.477 U.S. 242, 249 (1986). The Court “may not make credibility
determinations nmoweigh the evidence when determining whether an issue of fact
remains for trial.” Laster v. City of Kalamazod@46 F.3d 714, 726 (6th Cir. 2014) (citing
Logan v. Denny’s, Inc259 F.3d 558, 566 (6th Cir. 200Bhlers v. Schehil188 F.3d
365, 369 (6th Cir. 1999)). “The ultimate question is ‘whether the evidence presents a
sufficient disagreement to require submission to a jury or whether it is ssidatethat
one party must prevail as a matter of lawBack v. Nes USA, Inc, 694 F.3d 571, 575
(6th Cir. 2012) (quotingAnderson477 U.S. at 251-52).

Whenthe parties have filed crossotions for summaryudgment, as is the case
here,the Court “must evaluate each motion on its own merits and view all facts and
inferences in the light most favorable to the nonmoving partyensley v. Grassman
693 F.3d 681, 686 (6th Cir. 2012)uptingWiley v. United State®0 F.3d 222, 224 (6th
Cir. 1994)) (internal quotation marks omittedYhe moving partymust shoulder the
burden of showing the absence of a genuine dispute of material fact as to anéast
essential element ofie nonmovant’sclaim or defense Fed. R. Civ. P. 56(cyee Laster
746 F.3d at 726 (citingelotex Corp. v. Catretd77 U.S. 317, 324 (1986)). Assuming

the noving party satisfies its burden of production, the nonmotranst—by deposition,



answers to interrogatories, affidavits, and admissions or-$l®w specific facts that
reveal a genuine issue for triall’aster, 746 F.3d at 72 (citing Celotex Corp.477 U.S.
at 324). With its task appropriately framed, the Court turns to the merits.

1.

A.

The United Statesioves for summary judgmeas to Deborah’s tax liability (R.

26 at 1-2.) According to the United States, there is no genuine digprteerningthe
fact or amount of Deborahiadebtednesswhich entitleshe Governmento judgmentas
a matter of law (SeeR. 26-1 at 1.)TheCourt agrees.

1

An “assessment” is a bookkeeping entry “recording the liabilittheftaxpayef

I.R.C. § 6203prepared when the taxpayer filedeficient return or none at afieel.R.C.
8 6201. In layman’s termassessments represent an IRS determinatiat a taxpayer
owes the Federal Government a certain amount of unpaid takestéd States v. Fior
D’ltalia, Inc., 536 U.S. 238, 242 (2002)lax assessnmgs are presumptively correcid.
(citing United States v. Janig28 U.S. 433, 440 (1976palme v. IRS 116 F.3d 1309,
1312 (9th Cir. 1997)Psaty v. United Stated42 F.2d 1154, 1160 (3d Cir. 197United
States v. Lease8846 F.2d 696, 700 (2d Cir. 1965)). Once the United States introduces
proof of an assessment, the burden shifts to the taxpayer to didpovaxliability.
United States v. Walto®09 F.2d 915, 918 (6th Cir. 199@¢cordBrounstein v. United
States979 F.2d 952, 954 (3d Cir. 1992)Unless the taxpayer creates a material issue of
fact as to the validity of the assessmietihe United States is entitled to summary

judgment. United States v. FortunéNo. 1:12CV-688, 2013 WL 1145757, at *2 (N.D.



Ohio Mar. 18, 2013jciting United States v. Barrett@08 F. Supp. 57/79 (S.D.N.Y.
1989)).
2.

Here, the United Statebas introduced documentagroof of the numerous
assessmentsnade against Deborafor unpaid federal taxesotaling approximately
$663,000 (SeeR. 263; R. 264; R. 265; R. 266; R. 26-7. R. 268; R. 269; R. 2610;

R. 2611) Coupled withother evidene of record(seeR. 262 {1 5-6), those documents
are “sufficient to create a prima facie case of the debt gwedrtune 2013 WL
1145757, at *2. Deborahhas not come forward with any evident® rebut that
presumption With the United States’ factsdisputed, it has proven everything it needs
to secure smmary judgment on its claims.

B.

Deborahrelieson theequitable‘innocent spouse” exemptiarodified at I.R.C. 8
6015(f) not only to resist the Government’s conclustbat she is jointly and sevally
liable for the tax assessments, but also to support her own motion for summargnudgm
(SeeR. 27 at 813 R. 28 at 810 (Deborah’s Responsge She spends much time
discussing how her situation comes within the scope of § 6015(f)’'s exemptioa. T
United States takes a different tack. According,ttheCourt lacks jurisdiction tgrant
Deborah the equitable relief she seek@R. 29 at 23 (United States’ Response).)
Unfortunately forDeborah, the United States is correct.

1
Under § 6015’'s“catch-all” provision, Garavaglia v. C.I.R.521 F. App’x 476,

483 (6th Cir. 2013)the“Commissioner may grant a spouse relief from joint and several



liability . . . where itfwould be]inequitable to hold the requesting spouse lial@fam

v. C.LLR, 504 F. App’x 416, 419 (6th Cir. 201Xeel.R.C. § 6015(f); Treas. Reg. §
1.6015-4. Congress developed the innocent spouse exemption “in an effort to offer some
protection to a spouse who, through no fault of their own, [hadkmolledge of the
incorrecttax reporting of the other spouselh re French 242 B.R. 369, 367 (Bankr.

N.D. Ohio 1999) (citingPurcell v. C.I.LR, 826 F.2d 470, 475 (6th Cir. 1987))The
exemptionis properly viewedthen as a narrow exception to the general rule jiiat

and everal liability follows joint filing. Seel.R.C. 8 6013(d)(3)Greer v. C.I.R.595

F.3d 338, 344 (6th Cir. 2010).

While not artfully drafted, 8015 commitsto the Secretarythe decision of
whether to grant or deny aquitableexemption Seel.R.C. § 6015(f);Treas. Reg. 8
1.60154(a). The United States Tax Courtay review theSecretary’sdeterminationon
timely applicatim. Seel.R.C. § 6015(e)(1); Treas. Reg. § 1.6&/(8). And judicial
review of the Tax Coud decisionlies with the United StatesCourts of Appeals
exclusively Seel.R.C. § 7482(a)(1). Section 6015 contempldésteraldistrict courts
participatingonly in the unusual caseherethe taxpayer happens to file a refund suit
with the district court whilehis or her§ 6015 petition is pending before the Tax Court.
Seel.R.C. § 6015(e)(3). In other words, Congress’ statutory schemvesians the
Secretaryand the Tax Court deciding questsoabout theexemption in albut the rarest
circumstances. Certainlyonpartof 8 6015 confers jurisdiction to the federal district
courts “to determine innocent spouse claims in the first instantinited States v.

Wallace No. 1:09CV-87, 2010 WL 2302377, at *4 (S.D. Ohio Apr. 28, 2QJ&)cord



Andrews v. Taylqr225 F.3d 6582000 WL 1091483, at *1 (6th Cir. 2000) (unpublished
tabledisposition)*
2.

But that, of course, is wh@eborahasksthis Court to do. Regardless of how the
issue is framedhe Court’s analysismust beginand endwith the jurisdictioral question
Deborah concedes that she has not filecefuitablerelief as required under the Internal
Revenue Code.SgeR. 21 | 4see alsdR. 26-2 | 7.)Therefore, Deborah’argument®n
the merits oher§ 6015claim are besteft for a different day.

3.

The Court’s conclusion does nonhibit Deborah’s“ability to seek innocent

spouse relief . . with the Secretaryand then, if appropriate, with the T&ourt and the

Court of Appealg United States v. BoyntpiNo. 05V-2243WQH (RBB), 2007 WL

! While there is a dearth of publishadthority, lower cours have spokemvith near unanimityon
this question SeeUnited States v. DewNo. 4:14CV-00166TLK, 2015 WL 5037850, at *1 n.1 (D.S.C.
Aug. 26, 2015) (“[T]he innocent spouse defense cannot bsidmred by this Court because it lies within
the exclusive jurisdiction of the tax court."9ppeal docketed No. 152062 (4th Cir. Sept. 11, 2015);
United States v. PopowsKNo. 2:10CV-2816RMG, 2012 WL 6085138, at *1 (D.S.C. Dec. 6, 2012)
(“[T]he ‘innocent spouse exception’ . . . may only be heard by the Tax Court and may aisebehere.”);
United States v. EImamNo. 10 CV 6369, 2012 WL 6055782, at *4 (N.D. Ill. Dec. 6, 2012) (“In summary,
exclusive jurisdiction over Ms. Elman’s innocent spouseemsd under § 6015(f) lies with the Tax
Court.”); United States v. MiledNo. CV 102398 CW, 2012 WL 1094430, at *3 (N.D. Cal. Mar. 30, 2012)
(“[Blecause the provision and regulations concerned do not permictistrrts to determine whether the
taxpayerqualifies for innocent spouse relief, this Court cannot consider Mss'Miguest for equitable
relief as an innocent spouse.United States v. LeBeailo. 10CV817 BTM(NLS), 2012 WL 835160, at
*3 (S.D. Cal. Mar. 12, 2012) (“[T]he district court has juisdiction to decide an innocent spouse
claim.”); United States v. Domenicdlo. 8:09CV-1282T-26AEP, 2010 WL 3029019, at *3 (M.D. Fla.
Apr. 29, 2010) (“Finally, inasmuch as Defendant Nancy Domenidedfao first request innocenpsuse
relief from te Internal Rvenue Service prior to filing a judicial action, the Court lacksestibpatter
jurisdiction to consider the defense.Qnited States v. Cawod@lo. 02:05CV1652, 2006 WL 1997421, at
*3 (W.D. Pa. June 15, 2006) (“[T]he Court notes that it is without jiotissh to make a finding that
Aurora Cawog is an ‘innocent spouse’ as that determinatisnwith the Tax Court.”){Jnited States v.
Feda No.05 C 1767, 2006 WL 897887, at *4 (N.D. Ill. Apr. 3, 2006) (“We are convinced thatigtréct
court is not the proper location to introduce an innocent spouse thesge"glsdn re Mikels 524 B.R.
805, 807 (Bankr. S.D. Ind. 2015) (“Although the statwoes not address whether the Tax Court's
jurisdiction is exclusive, courts interpreting the statute have conchixdédt is.”); In re French 255 B.R.
1, 1 (Bankr. N.D. Ohio 2000) (“Accordingly, as § 6015(f) specifically providas only the ‘Secretry’
may determine a taxpayer's entitlement to relief under that sectien,Cihurt finds that it has no
jurisdictional authority to hear the Plaintiff's case.”
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737725, at *4 (S.D. Cal. Feb. 1, 2007), provided her request is otherwise praweng
rejected her innocent spouse claim and defense on jurisdictional grounds, the Court’s
opinion carries no preclusive effeckeeTreas. Reg. 8 1.601Ke) The Secretarywill
be afforded the opportunity to heddeborah’sclaim in the first instanceas Congress
intended.
V.

For the aforementioned reasonshe United States’Motion for Summary

JudgmentR. 26) is GRANTED and Deborah Stein’s Motion for Summary Judgment (R.

27) is DENIED. An appropriateOrder will issue separate from this Memorandum

Opinion. P
Date:  oOctober 12, 2015 | ﬁ W
cc: Counsel of Record X >

Thomas B. Russell, Senior Judge
United States District Court



