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18 T.C. 477 (1952)

Payments for child support arrearages from prior years are not considered part of
the  current  year’s  support  when  determining  dependency  exemptions  for  tax
purposes, but expenses paid for childcare assistance to enable a parent to work and
provide support are included in the calculation of total support costs.

Summary

In this case, the Tax Court addressed whether a taxpayer could claim dependency
exemptions for  her  two sons.  The key issues were whether back child  support
payments should count toward the current year’s support calculation and whether
childcare expenses should be included in the total cost of support. The court held
that back payments do not count toward current support, but reasonable childcare
expenses are part of the support calculation. This case clarifies what constitutes
“support” for dependency exemption purposes, especially in the context of divorced
parents and working mothers.

Facts

Clara Lovett divorced Tony Rumpff in 1944, and the divorce decree ordered Tony to
pay $12 per week for their two sons’ support. Tony failed to make payments in 1946.
In 1947, a court order required Tony to pay $12 weekly for current support and an
additional $5 weekly to cover the $215 arrearage from 1946. In 1947, Tony paid a
total of $816 ($576 for current support and $240 for arrearages), and $644 in 1948.
Clara remarried Thomas Lovett in November 1947, and they filed joint tax returns
for  1947 and 1948,  claiming her  two sons  as  dependents.  Clara  also  incurred
expenses for childcare while she worked to support her children. The total cost of
support was $1,522.80 for 1947 and $1,322.70 for 1948.

Procedural History

The  Commissioner  of  Internal  Revenue  determined  deficiencies  in  the  Lovett’s
income tax for 1947 and 1948, disallowing the dependency exemptions claimed for
Clara’s sons. The Lovetts petitioned the Tax Court for review of the Commissioner’s
determination.

Issue(s)

1. Whether the $240 paid by Tony Rumpff in 1947, representing arrearages for 1946
child support, should be considered as part of Tony’s contribution to the children’s
support in 1947 for the purpose of determining dependency exemptions.
2. Whether the amounts Clara Lovett paid to others for childcare while she worked
to earn money for her children’s support should be considered part of the total cost
of their support for dependency exemption purposes.

Holding
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1. No, because the $240 paid by Tony in 1947 represented payments for support
that had accrued in 1946 and was intended to reimburse Clara for past expenses,
not to provide support for the 1947 calendar year.
2. Yes, because reasonable amounts paid for childcare to enable a parent to work
and provide for their children are a necessary part of the cost of their support.

Court’s Reasoning

The court reasoned that the $240 represented reimbursement for 1946 support, not
actual support provided in 1947. It stated, “The $240 was not for the support of the
boys for 1947 but was to reimburse Clara for amounts she had had to pay for their
1946 support. It should not, under the circumstances, be considered in determining
whether Tony or Clara paid over half of the support of the boys ‘for the calendar
year’  1947.”  Regarding  childcare  expenses,  the  court  held  that  these  are  a
legitimate cost of support, stating, “Any reasonable amount paid others for actually
caring for children as an aid to the parent is a part of the cost of their support. The
employment of others to aid in caring for children must be left to the discretion of
the parent and can not be questioned in a case like this unless, perhaps, where some
gross abuse of that discretion appears.” The court emphasized that Clara was within
her rights to employ childcare so that she could work and provide for her children.

Practical Implications

This  case  provides  clarity  on  the  definition  of  “support”  for  tax  dependency
exemption purposes. It establishes that back child support payments are attributed
to  the  year  the  support  was  owed,  not  the  year  it  was  paid.  This  prevents
manipulation  of  support  payments  to  claim  exemptions  in  specific  years.
Furthermore, the case confirms that childcare expenses are a legitimate component
of support costs, acknowledging the economic realities faced by working parents.
This  ruling  informs  how tax  professionals  advise  clients  regarding  dependency
exemptions, particularly in divorce situations and when childcare is a significant
expense. Later cases cite this case for its explanation of what constitutes support for
purposes of dependency exemptions.


