Minnie B. Hooper, 46 B.T.A. 381 (1942)

The determination of whether income is treated as community property for tax
purposes depends on the domicile of the marital community, not merely the separate
domicile of one spouse.

Summary

Minnie B. Hooper contested a tax deficiency, arguing that her income should be
treated as community property because she resided in Texas, a community property
state, during the tax years in question. Her husband, however, remained domiciled
in Ohio, a non-community property state. The Board of Tax Appeals held that
because the husband’s domicile (and thus the marital domicile) was in Ohio, the
Texas community property laws did not apply to her income, and she was fully liable
for the taxes on it. The core principle is that community property rights are
determined by the domicile of the marital community.

Facts

During the tax years in question, Minnie B. Hooper resided in Texas and earned
income there.

Her husband remained domiciled in Ohio throughout this period.

Over the turn of the year of 1939 and 1940, they agreed to separate.

The husband later obtained a divorce in Ohio, with the decree stating that Minnie B.
Hooper was guilty of gross neglect of duty.

No property settlement occurred during the divorce granting the husband any
portion of Minnie’s Texas income.

Procedural History

Minnie B. Hooper contested a tax deficiency assessed by the Commissioner of
Internal Revenue, arguing that her income should be treated as community
property.

The Commissioner determined that she was liable for the full tax amount on her
income.

The Board of Tax Appeals heard the case to determine whether Hooper was entitled
to treat her income as community income.

Issue(s)

Whether Minnie B. Hooper, residing in Texas while her husband was domiciled in
Ohio, was entitled to treat her income as community property for federal income tax
purposes.

Holding

No, because the domicile of the marital community was in Ohio, a non-community
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property state; therefore, Texas community property laws did not apply to Minnie B.
Hooper’s income.

Court’s Reasoning

The Board emphasized that the fundamental question was the husband’s rights to
the income under the circumstances.

The Board distinguished this case from cases like Herbert Marshall, 41 B.T.A. 1064,
and Paul Cavanagh, 42 B.T.A. 1037, where the issue was the wife’s rights in the
husband’s income.

The general rule is that the domicile of the husband is also the domicile of the wife.
However, the Board acknowledged that a wife may, under certain circumstances,
establish a separate domicile.

Texas law dictates that its community property system applies when Texas is the
matrimonial domicile.

The Board noted, “It is a generally accepted doctrine that the law of the matrimonial
domicil governs the rights of married persons where there is no express nuptial
contract.”

The husband never claimed the income, nor did he receive any property settlement
reflecting an ownership interest. The Ohio divorce decree cited the wife’s neglect of
duty, suggesting the husband did not cause the separation.

Ultimately, the petitioner failed to prove that state law would confer community
rights on the husband, and “petitioner’s receipt of the payments in question erects
at the threshold a compelling inference that as recipient of the income he was
taxable upon it.”

Practical Implications

This case reinforces that domicile, particularly the matrimonial domicile, is a crucial
factor in determining community property rights for income tax purposes.

Attorneys must carefully examine the domicile of both spouses to determine whether
community property laws apply, especially when spouses live in different states.

This decision illustrates that merely residing in a community property state does not
automatically qualify income as community property if the marital domicile is
elsewhere.

Later cases may distinguish Hooper based on specific facts indicating an intent to
establish a matrimonial domicile in a community property state, even if one spouse
maintains a physical presence elsewhere. Tax advisors should counsel clients to
document their intent regarding domicile to avoid potential disputes with the IRS.
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