18 T.C. 872 (1952)

To claim a dependency exemption for a child, a taxpayer must demonstrate that they
provided more than half of the child’s total support during the tax year, and
payments to a divorced spouse that are includible in her gross income are not
considered payments by the husband for the support of any dependent.

Summary

Richard Prickett sought a redetermination of a tax deficiency, claiming dependency
exemptions for his four children. The Tax Court ruled against Prickett, holding that
he failed to prove he contributed more than half of his children’s support. Prickett
paid his ex-wife $75/month for her support and the children’s care, as mandated by
their divorce decree. He also provided a rent-free house and some additional
expenses for the children. However, because the divorce payments were considered
income to the ex-wife, they couldn’t be counted as support from Prickett. Without
establishing the total cost of the children’s support or the value of the rent-free
housing, Prickett couldn’t prove he provided over half their support.

Facts

Richard Prickett and his former wife, Treca May Prickett, divorced in 1943. The
divorce decree granted custody of their four minor children to Treca. Richard was
ordered to pay $75 per month for the support and maintenance of Treca and the
children. During 1947, Richard made these payments. The children resided with
their mother in a house provided rent-free by Richard. Richard also contributed
$38.40 in medical expenses and $147.55 for clothing for the children, totaling
$185.95.

Procedural History

Richard Prickett filed his tax return claiming dependency exemptions for his four
children. The Commissioner of Internal Revenue disallowed these exemptions,
leading to a deficiency assessment. Prickett then petitioned the Tax Court for a
redetermination of the deficiency.

Issue(s)

Whether Richard Prickett is entitled to dependency credits for his four children in
the taxable year 1947.

Holding

No, because Prickett failed to prove that he contributed more than one-half the
support of his four children during the taxable year 1947.

Court’s Reasoning
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The court relied on Section 25(b)(3) of the Internal Revenue Code, which requires a
taxpayer claiming a dependency exemption to establish that they furnished more
than half of the dependent’s support. The court noted that payments to the wife
under the divorce decree were considered taxable income to her and not a
contribution by the husband for the support of the children. While Prickett
contributed some clothing and medical expenses, and provided rent-free housing, he
failed to present evidence of the rental value of the house or the total cost of the
children’s support. The court stated, “The record does not show what the cost of the
support and maintenance of the four children was nor from whom they drew the
major part of the cost in the taxable year in question. The greater part of the cost
may have been furnished by their mother from the $ 900 she received under the
divorce decree, no part of which may be considered as a contribution by the
husband for the support of his children.” Because Prickett did not prove that his
contributions exceeded half of the total support, the dependency exemptions were
properly disallowed.

Practical Implications

This case emphasizes the importance of meticulously documenting the actual costs
of a dependent’s support when claiming a dependency exemption, especially in
divorce situations. Taxpayers must be able to demonstrate that their contributions
exceeded half of the dependent’s total support, excluding payments to a former
spouse that are considered taxable income for the spouse. Legal practitioners should
advise clients in similar situations to keep detailed records of all expenses related to
the child’s support and to determine the fair market value of any in-kind
contributions, such as housing. Later cases may distinguish this ruling based on
specific evidence presented regarding the children’s total support and the
taxpayer’s contributions.
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