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27 T.C. 627 (1956)

A taxpayer’s domicile,  and not just  physical  presence,  is  crucial  in determining
whether community property laws apply for federal income tax purposes.

Summary

The United States Tax Court addressed whether a taxpayer’s change of domicile
from Virginia to Texas, following his marriage to a Texas resident, established a
marital community in Texas, thereby entitling him to divide his income under Texas
community property laws for federal income tax purposes. The court found that the
taxpayer did not change his domicile to Texas, even though he married a Texas
resident and spent some time in Texas. Consequently, no marital community was
established, and the taxpayer could not divide his income under community property
rules. The court also disallowed a claimed tax credit for payments made by the
taxpayer’s former wife on estimated tax declarations.

Facts

Richard Gooding,  domiciled in Virginia,  married Frances Lee,  a Texas resident.
Gooding continued his employment in Washington, D.C., while his wife remained in
Texas. After approximately one week post-marriage, Gooding returned to Virginia
and rented apartments in the state. The couple divorced after about seven months.
Gooding filed a joint tax return with his second wife,  claiming a portion of his
income as separate (community) income, and sought a credit for tax payments made
by his first wife. The Commissioner of Internal Revenue disputed these claims.

Procedural History

The Commissioner determined a deficiency in the income tax of the petitioners for
the year 1951. The petitioners claimed an overpayment of tax. The case was brought
before the United States Tax Court to resolve the dispute.

Issue(s)

1. Whether Richard Gooding changed his domicile from Virginia to Texas after his
marriage, thus establishing a marital community, and entitling him to divide his
income for federal income tax purposes?

2. Are Gooding and his present wife entitled to take a credit on their joint income tax
return for tax payments made by his former wife?

Holding

1. No, because Gooding did not change his domicile from Virginia to Texas.

2. No, because the couple could not claim a credit for payments made by the ex-wife.
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Court’s Reasoning

The  court  stated  that  the  crucial  factor  in  determining  the  applicability  of
community property law is  whether a marital  community existed.  This,  in turn,
depended on the husband’s domicile. The court cited precedent establishing that a
husband  must  be  domiciled  in  a  community  property  state  to  have  a  marital
community there. The court emphasized that “the essentials of a domicile of choice
are  the  concurrence  of  actual,  physical  presence  at  the  new  locality  and  the
intention to there remain.” The court found that Gooding’s continued employment in
Washington, D.C., his renting of apartments in Virginia, and his lack of business or
real  property interests  in  Texas indicated a lack of  intent  to  establish a Texas
domicile, despite his marriage to a Texas resident and some presence in the state.
The court held that Gooding had failed to carry his burden of proving a change of
domicile.

Regarding the tax credit, the court noted that the payments were made by the ex-
wife  and  that  Gooding’s  claim  violated  the  terms  of  the  divorce  settlement
agreement. The court also noted that the divorce had occurred prior to year-end,
making any division of tax payments inappropriate.

Practical Implications

This case highlights the importance of domicile, beyond mere physical presence,
when determining the application of community property laws. Attorneys advising
clients on income tax issues must carefully consider the client’s intent and actions
regarding domicile. The case underscores that a person’s domicile is usually the
place where they are living and intend to remain. It emphasizes the significance of
evidence showing where the taxpayer has made a life, maintained a home, and
established employment.  Failure to establish domicile,  even in the context  of  a
marriage to a resident of a community property state, can result in adverse tax
consequences.  Subsequent  cases  would  likely  apply  this  precedent  to  require
taxpayers to demonstrate a clear intent to establish a new domicile, and not merely
the presence of a spouse or the intention to potentially move. It has implications in
property division in divorce and estate planning, where the tax consequences of
community property versus separate property can be significant. The court’s refusal
to allow the tax credit also serves as a reminder of the importance of accurately
reporting income and deductions, and to respect legal agreements.


