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Kern v. Commissioner, 55 T. C. 247 (1970)

Payments made by a former husband to support his ex-wife’s education post-divorce
are taxable as income if they arise from the marital relationship.

Summary

In Kern v. Commissioner, the court addressed whether payments made by a former
husband to support his ex-wife’s education were taxable income. Ruth Kern received
$1,250 from her ex-husband, Martin Kern, to support her studies for the Texas bar
exam,  pursuant  to  their  divorce  agreement.  The  key  issue  was  whether  these
payments,  stemming  from  a  moral  obligation  due  to  her  support  during  his
education, were taxable under section 71(a)(1) of the Internal Revenue Code. The
Tax Court held that the payments were taxable, reasoning that they were made due
to the marital relationship and thus constituted a legal obligation under the tax
code, despite not being required by Texas law.

Facts

Ruth E. Kern and Martin Kern divorced in 1966, with an agreement incorporated
into the divorce decree. This agreement included Martin’s obligation to pay Ruth
$625 monthly for six months to support her while she studied for the Texas bar
exam. The payments were to cease upon her death or remarriage. Ruth received
$1,250 in 1966 from these payments. Previously, Ruth had supported Martin while
he  pursued  further  education  at  the  University  of  California,  Berkeley.  The
agreement’s inclusion of educational support was based on the moral obligation
stemming from her past support of his education.

Procedural History

Ruth Kern challenged the IRS’s determination of a tax deficiency of $805. 84 for
1966, arguing that the educational support payments were not taxable income. The
case was heard by the United States Tax Court, which issued its decision in 1970.

Issue(s)

1. Whether payments made by a former husband to support his ex-wife’s education
post-divorce are taxable as income under section 71(a)(1) of the Internal Revenue
Code.

Holding

1. Yes, because the payments were made in discharge of a legal obligation incurred
by the husband due to the marital relationship, making them taxable under section
71(a)(1).

Court’s Reasoning
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The court  applied section 71(a)(1),  which requires inclusion in gross income of
payments received “in discharge of * * * a legal obligation which, because of the
marital or family relationship, is imposed on or incurred by the husband. ” The court
rejected  Ruth’s  argument  that  the  payments  were  based  solely  on  a  moral
obligation, asserting that such obligations are often intertwined with the marital
relationship. The court cited Taylor v. Campbell, emphasizing that section 71(a)(1)
applies to voluntarily incurred obligations, even if not required by state law. The
court distinguished this case from others where payments were clearly not related
to the marital relationship, such as loan repayments or gratuitous payments. The
court also noted the Fifth Circuit’s ruling in Taylor v. Campbell, which supported
uniform application of section 71(a)(1) across state lines, overriding variations in
state marital law.

Practical Implications

This decision clarifies that post-divorce payments for educational support, if tied to
the marital relationship, are taxable under federal tax law, regardless of state law
requirements. Attorneys drafting divorce agreements should be aware that including
such provisions may result in tax consequences for the recipient. This ruling could
influence how parties negotiate and structure divorce settlements, particularly in
states where educational support is not legally required. It also underscores the
importance of understanding the tax implications of divorce agreements, as later
cases have continued to apply this principle, reinforcing the broad scope of section
71(a)(1).


