34 T.C. 163 (1960)

A married woman is not entitled to a child care expense deduction under Section
214 of the Internal Revenue Code unless she files a joint return with her husband for
the taxable year or is legally separated or divorced from her spouse.

Summary

The United States Tax Court addressed whether a taxpayer, Jean L. Conti Price, was
eligible for a child care expense deduction under Section 214 of the Internal
Revenue Code of 1954. Price was married but estranged from her husband during
the taxable year, paid for child care expenses, and did not file a joint return. The
Commissioner disallowed the deduction, and Price challenged this disallowance. The
court held that because Price was married and did not file a joint return with her
husband, she was not entitled to the deduction, as she did not meet the
requirements outlined in the statute.

Facts

Jean L. Conti Price (the petitioner) was married to her estranged husband during the
1957 taxable year. The couple had a daughter, for whom Price paid $10 per week for
child care. She did not live with her husband, and they did not file a joint tax return
for 1957. Price claimed a $500 deduction for child care expenses on her tax return.
The Commissioner of Internal Revenue disallowed the deduction, citing that under
Section 214, a child care deduction is not allowable if the taxpayer is married and
did not file jointly, and that the petitioner and her husband were not legally
separated or divorced.

Procedural History

After the Commissioner disallowed the child care deduction, Price petitioned the
United States Tax Court, challenging the deficiency determination. The
Commissioner filed a motion for judgment for failure to state a cause of action.
Despite objections filed by Price, she did not appear at the hearing. The Tax Court
considered the Commissioner’s motion and the arguments in the petition and
objections.

Issue(s)

1. Whether the petitioner, a married woman who was not legally separated from her
husband and did not file a joint return, is entitled to a child care expense deduction
under Section 214 of the Internal Revenue Code.

Holding

1. No, because the petitioner did not file a joint return with her husband, and was
not legally separated or divorced, as required by the statute to claim the deduction.
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Court’s Reasoning

The court relied on Section 214 of the Internal Revenue Code of 1954. Section
214(a) allows a deduction for child care expenses, but Section 214(b)(2)(A)
stipulates that, in the case of a married woman, the deduction is not allowed unless
she files a joint return with her husband. Section 214(c)(3) provides an exception for
women legally separated or divorced. The court noted that Price met none of the
criteria for deduction: she was married, had not filed jointly, and was not legally
separated or divorced. Thus, the court concluded that her petition failed to state a
cause of action, and the Commissioner’s determination was correct.

Practical Implications

This case clarifies the strict requirements for claiming a child care deduction under
Section 214. Taxpayers and tax professionals must pay close attention to the marital
status and filing status of the taxpayer. The implications are: (1) Married taxpayers
must file jointly or be legally separated or divorced to be eligible for the deduction.
(2) If a taxpayer is separated but not legally separated, they are still considered
married for tax purposes. (3) Taxpayers must meet all the criteria for a deduction
and cannot satisfy the criteria in part.

This case highlights the necessity of carefully reviewing the specific requirements of
the Internal Revenue Code. Subsequent cases involving similar factual scenarios will
likely be decided in line with the strict interpretation of the statute set out in Price.
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