16 T.C. 1144 (1951)

A taxpayer who provides more than half of the support for their brother’s minor
children is entitled to claim them as dependents for tax credit purposes, even if the
brother and his wife also contribute to their support.

Summary

Michael T. Fisher claimed dependency credits for four of his brother’s six minor
children. The Commissioner of Internal Revenue denied these credits. The Tax Court
held that Fisher was entitled to the credits because he provided over half of the
children’s support. The court emphasized the minimal income of the brother and the
significant financial assistance provided by Fisher. The court criticized the IRS for
contesting the claim, given the clear evidence of Fisher’s support.

Facts

Michael Fisher, an unmarried tool grinder, earned $2,793.58 in 1947. His brother,
Louis, lived with his wife and six minor children in Warrensburg, New York. Louis
was partially disabled and earned only about $200 in 1947, supplemented by $200
from a trust fund. The brother’s wife did not work. Her father, a grocer, supplied
them with groceries worth slightly over $300. Michael Fisher gave his brother
approximately $1,400 in 1947 specifically for the support of the children.

Procedural History

Fisher claimed credits for four dependents on his 1947 tax return. The
Commissioner of Internal Revenue denied the credits, leading to a deficiency
assessment. Fisher petitioned the Tax Court for a redetermination of the deficiency.

Issue(s)

Whether Michael Fisher, who provided approximately $1,400 towards the support of
his brother’s family including six minor children, is entitled to dependency credits
for at least four of those children under Section 25(b)(1)(C) and (3)(F) of the Internal
Revenue Code.

Holding

Yes, because Fisher provided over half of the support for at least four of his
brother’s minor children, entitling him to the dependency credits.

Court’s Reasoning

The court reasoned that Fisher’s contribution of $1,400 constituted more than half
of the support for at least four of his brother’s six children. The court noted the
brother’s minimal income and the family’s meager living conditions. The court
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referenced Section 25 (b) (1) (C) and (3) (F) which allows a taxpayer to claim credit
for dependents if the taxpayer furnishes over one-half of the dependent’s support,
and the dependent has less than a certain gross income or is a child of the taxpayer
under 18. The court expressed frustration that the IRS contested such a clear-cut
case, causing unnecessary expense to the taxpayer.

Practical Implications

This case clarifies the application of dependency credit rules, emphasizing that
providing over half of a dependent’s support, especially for minor children with
limited income, is a key factor in determining eligibility. It underscores the
importance of meticulously documenting the financial contributions made toward a
dependent’s support. The case also serves as a reminder of the IRS’s duty to
thoroughly investigate and resolve straightforward cases without unnecessarily
burdening taxpayers. Later cases cite this decision as a reference point when
establishing dependency, focusing on concrete evidence of financial support
exceeding half of the dependent’s needs. Tax advisors use this case as an example
when counseling clients on dependency claims related to supporting relatives.
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