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Dellit v. Commissioner, 26 T.C. 718 (1956)

When a husband and wife file a joint income tax return, they are jointly and severally
liable for the tax and any penalties, regardless of which spouse committed the fraud
that led to the deficiency.

Summary

The case involved a married couple, Arthur and Ursula Dellit,  who filed a joint
income tax return. The Commissioner determined a deficiency in the tax, along with
a  fraud  penalty.  Arthur  admitted  to  the  liability  and  signed  a  stipulation.  The
question before the court was whether Ursula was also liable, even if the fraud was
solely attributable to her husband. The Tax Court held that because they filed a joint
return, both were jointly and severally liable for the tax and penalty under Section
51 of the Internal Revenue Code of 1939. This was the case even if the fraud was
solely attributable to one spouse.

Facts

Arthur and Ursula Dellit filed a joint income tax return for 1948. The Commissioner
determined a tax deficiency of $4,251.62 and added a fraud penalty of $2,125.81.
Both initially signed the petition for redetermination. At the hearing, counsel for the
petitioners submitted a stipulation, signed by Arthur only, agreeing to the deficiency
and the penalty. Ursula’s whereabouts were unknown at the time of the hearing.

Procedural History

The Commissioner determined a tax deficiency and fraud penalty. The Dellits filed a
petition for redetermination. The Commissioner filed an answer alleging fraud, and
the Dellits filed a reply. The Commissioner then filed an amended answer, and the
Dellits filed an amended reply. The case was heard by the Tax Court, and the court
had to decide whether Ursula was jointly and severally liable for the tax and penalty,
given Arthur’s admission of liability and his signature on a stipulation. The Tax
Court found her to be jointly and severally liable for the tax and penalty.

Issue(s)

1. Whether Ursula Mae Dellit is jointly and severally liable with her husband, Arthur
N. Dellit, for the tax deficiency and fraud penalty for 1948, given the filing of a joint
tax return.

Holding

1. Yes, because under Section 51 of the Internal Revenue Code of 1939, a husband
and wife who file a joint return are jointly and severally liable for the tax and any
penalties, regardless of which spouse committed the fraud.
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Court’s Reasoning

The court relied on Section 51 of the Internal Revenue Code of 1939, which states,
“in the case of a husband and wife living together the income of each…may be
included in a single return made by them jointly, in which case the tax shall be
computed on the aggregate income, and the liability with respect to the tax shall be
joint and several.”

The court referenced Myrna S. Howell, 10 T.C. 859, to emphasize that the statute
imposes  joint  and  several  liability  as  a  condition  of  filing  a  joint  return.  The
amendment  to  Section  51  was  intended  to  “set  at  rest”  any  doubt  about  the
existence of such liability. The court cited section 293(b) of the Internal Revenue
Code, which mandates a 50% addition to the tax where fraud is involved. The court
explicitly stated that “Whether the fraud is that of the husband or wife, or both, is
immaterial under the statute. The liability is joint and several.” Because the Dellits
filed a joint return, Ursula was jointly and severally liable for the tax and penalty.

Practical Implications

This case highlights the significant implications of filing a joint income tax return.
Spouses are held equally responsible for the tax liability, including any penalties,
even if only one spouse committed fraud or generated the income. Tax professionals
must inform clients of this potential consequence. A spouse may be liable for the full
amount of  tax,  interest,  and penalties,  even if  they were unaware of  the other
spouse’s fraudulent actions. Later cases have consistently applied this principle,
emphasizing the importance of due diligence and careful review of joint tax returns.


