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Cramer v. Commissioner, 55 T. C. 1125 (1971)

This  case  clarifies  the  deductibility  of  real  property  taxes  and  the  criteria  for
claiming dependency exemptions under the Internal Revenue Code.

Summary

In Cramer v. Commissioner, Virginia Cramer sought to deduct various real property
taxes and claim a dependency exemption for her son. The U. S. Tax Court ruled that
she could deduct taxes on her Auburn Street property for 1964 and 1965, as she was
legally assessed for them, but not for 1966 due to proration requirements upon
resale. Taxes paid on her mother’s Atkinson Street property were not deductible
since they were not imposed on her. The court also affirmed her right to claim a
dependency exemption for her son Brian, as she provided more than half of his
support in 1966. The decision underscores the importance of legal assessment and
proration in tax deductions and the comprehensive nature of support in dependency
claims.

Facts

Virginia Cramer sold her Auburn Street residence in 1963 under a land sale contract
but retained record title. When the buyer, Osborn, failed to pay the 1964 and 1965
property taxes,  Cramer paid them to protect  her interest.  She repossessed the
property in 1966 and resold it later that year. She also paid taxes on her mother’s
Atkinson  Street  property  in  1965  and  1966.  Cramer  claimed  a  dependency
exemption for her son Brian in 1966, asserting she provided over half of his support.

Procedural History

Cramer filed a petition in the U. S. Tax Court contesting deficiencies determined by
the Commissioner of Internal Revenue for tax years 1964, 1965, and 1966. The court
addressed the deductibility of real property taxes and the dependency exemption
claim.

Issue(s)

1. Whether Cramer could deduct real property taxes paid on the Auburn Street
property for 1964, 1965, and 1966?
2. Whether Cramer could deduct real property taxes paid on the Atkinson Street
property for 1965 and 1966?
3. Whether Cramer was entitled to a dependency exemption deduction for her son
Brian for 1966?

Holding

1. Yes, because Cramer was assessed for the taxes in 1964 and 1965, and she paid
them to protect her interest in the property. No, for 1966, because the taxes had to
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be prorated upon resale.
2. No, because the taxes were not imposed on Cramer but on her mother, the
property owner.
3. Yes, because Cramer provided more than half of Brian’s support in 1966.

Court’s Reasoning

The court applied IRC sections 164 and 165 for tax deductions, emphasizing that
taxes are deductible only by the person upon whom they are imposed. For the
Auburn Street property, Cramer was assessed and paid the taxes for 1964 and 1965,
making them deductible. However, upon resale in 1966, the taxes had to be prorated
under  IRC  section  164(d)(1),  limiting  her  deduction.  For  the  Atkinson  Street
property,  the  taxes  were not  deductible  as  they were imposed on her  mother.
Regarding the dependency exemption, the court used IRC sections 151 and 152,
determining that Cramer’s contributions to her son’s support,  including specific
items like an electric organ, exceeded half of his total support.

Practical Implications

This decision informs taxpayers that they can deduct real property taxes only if
legally assessed to them, and proration is required upon property resale. It also
clarifies  that  support  for  dependency  exemptions  includes  a  broad  range  of
expenditures  contributing  to  a  dependent’s  maintenance.  Practitioners  should
ensure clients understand these principles when advising on tax deductions and
dependency claims. Subsequent cases have relied on Cramer for guidance on similar
issues,  emphasizing the importance of  legal  assessment and the comprehensive
nature of support in tax law.


