31 T.C. 1252 (1959)

Revenue agents’ reports are not competent proof of the facts stated therein in the
absence of an agreement to that effect.

Summary

In 1955, James H. Fitzner claimed his three children as dependents on his tax
return. The Commissioner disallowed the exemptions, leading to a tax deficiency.
Fitzner argued he provided over half of the children’s support, relying on figures
from a revenue agent’s report. The Tax Court held that without agreement, the
revenue agent’s report was not proof of the facts stated and could not be used to
establish the total support amount. Since Fitzner failed to provide other evidence,
the court determined he did not prove he provided over half of the children’s
support, and therefore could not claim the dependency exemptions. The Court’s
decision emphasizes the evidentiary value of revenue agent reports in tax
proceedings.

Facts

James H. Fitzner, a divorced father, had custody of his three children for nine
months of the year. He filed a 1955 tax return claiming his children as dependents.
The Commissioner of Internal Revenue issued a notice of deficiency, disallowing the
claimed exemptions. Fitzner presented a “report of examination” prepared by a
revenue agent, containing figures suggesting the total support and his contribution.
Fitzner testified regarding his expenditures, but the evidence did not include proof
of the total support received by the children, including support from the mother and
her new husband, the Ruckers. The Commissioner’s determination was based on the
examination report.

Procedural History

The case began with the Commissioner’s determination of a tax deficiency based on
the disallowance of dependency exemptions. Fitzner petitioned the United States
Tax Court to challenge the deficiency. The Tax Court reviewed the evidence,
including the revenue agent’s report and Fitzner’s testimony, ultimately siding with
the Commissioner because Fitzner failed to meet the burden of proving that he
provided more than one-half of the children’s support. The court cited precedent
regarding the evidentiary value of revenue agent reports.

Issue(s)

1. Whether a revenue agent’s report, without agreement, is competent evidence to
establish the total support received by a taxpayer’s dependents?

2. Whether, without additional evidence of the total support, the taxpayer has met
the burden of proof to claim dependency exemptions?
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Holding

1. No, because revenue agents’ reports are not competent proof of the facts stated
in them, in the absence of agreement to that effect.

2. No, because the petitioner failed to establish the total amount expended for
support, and correlatively, he failed to prove that he contributed an amount in
excess of one-half thereof.

Court’s Reasoning

The court cited the legal definition of a dependent as someone who receives over
half their support from the taxpayer. To qualify for the exemptions, Fitzner needed
to establish both his contributions and the total support received by his children.
The court emphasized that a revenue agent’s report is used to show the basis for the
Commissioner’s determination but is not proof of the facts within it. The Court
stated that “Reports of revenue agents are not competent proof of the facts stated
therein in the absence of an agreement to that effect.” As the court noted in J. Paul
Blundon, 32 B.T.A. 285 (1935), the report formed the basis for the deficiency notice,
and it was introduced into evidence solely as showing the Commissioner’s basis for
determining the deficiency. Without other evidence to establish the total support
amount, the court ruled against the petitioner.

Practical Implications

This case underscores the critical importance of evidence in tax court proceedings.
Attorneys must recognize that revenue agents’ reports, while indicating the IRS’s
position, are not self-proving facts. To prevail, taxpayers must provide independent
evidence, such as receipts, financial records, and testimony from other supporting
parties, to corroborate their claims. This ruling highlights the need for taxpayers to
maintain thorough records of all support provided to dependents. It also illustrates
how the failure to meet the burden of proof can lead to the denial of tax benefits.
Furthermore, legal practitioners should understand that the use of revenue agent’s
reports is limited and needs to be supported by other evidence. This decision
continues to influence the evidentiary standards required in tax cases. This case is
often cited in tax court as guidance on evidentiary requirements when claiming
dependency exemptions.
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