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Weiner v. Commissioner, 61 T. C. 155 (1973)

Payments  made in  divorce settlements  that  compensate for  the wife’s  property
rights are not considered alimony and are thus not taxable to the recipient or
deductible by the payer.

Summary

In Weiner v. Commissioner, the court examined payments made by Walter Weiner to
his  former  wife,  Lois,  under  their  divorce  agreement.  The agreement  specified
monthly payments, part of which was labeled as alimony and part as additional
payments up to $29,000. The critical issue was whether these additional payments
were taxable alimony or non-taxable property settlements. The court determined
that these payments were compensation for Lois’s equity in the marital home, which
she had funded with an advance against her future inheritance. Thus, they were not
alimony and were not includable in Lois’s income or deductible by Walter.

Facts

Walter  and  Lois  Weiner  were  married  and  purchased  a  home  using  $29,500
advanced to Lois from her family trust as a down payment. This advance was against
her future inheritance. They later divorced and agreed on a separation agreement
where Walter retained the home and agreed to pay Lois $200 monthly as alimony
and  an  additional  $400  monthly  up  to  $29,000.  Lois  was  advised  that  these
additional payments might be taxable as alimony, but accepted the agreement to
secure the divorce while in a mental hospital.

Procedural History

The Commissioner  of  Internal  Revenue determined deficiencies  in  the Weiners’
federal  income  taxes  for  the  years  in  question,  asserting  that  the  additional
payments should be treated as alimony. The case was brought before the U. S. Tax
Court, where the consolidated cases for Walter and Lois were tried and reviewed.

Issue(s)

1. Whether the additional payments of $400 per month made by Walter to Lois, up to
a  total  of  $29,000,  constituted  alimony  under  section  71(a)(1)  of  the  Internal
Revenue  Code,  thereby  making  them  includable  in  Lois’s  gross  income  and
deductible by Walter?

Holding

1. No, because the court found that these payments were compensation for Lois’s
property rights in the marital home, and thus not alimony under section 71(a)(1).

Court’s Reasoning
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The Tax Court’s decision hinged on the nature of the payments in question. The
court rejected the labeling in the separation agreement and focused on the intent
behind the payments. They noted that the $29,500 used to purchase the home was
an advance against Lois’s inheritance, representing her equity in the property. The
court  found  that  the  additional  payments  up  to  $29,000  were  structured  to
compensate Lois for this equity, not as alimony. The court also considered Lois’s
circumstances at the time of the agreement, indicating that her acceptance of the
terms was influenced by her need for a divorce and her health situation. The court
cited previous cases like Riddell  v.  Guggenheim and Lewis  B.  Jackson,  Jr.  ,  to
support their view that payments compensating for property rights are not alimony.
The court emphasized that the intent of the parties, not the labels in the agreement,
was controlling.

Practical Implications

This decision underscores the importance of distinguishing between alimony and
property settlements in divorce agreements for tax purposes. Attorneys drafting
such agreements must carefully consider how payments are structured and labeled
to  reflect  their  true  nature.  For  taxpayers,  this  case  illustrates  that  payments
compensating for property rights are not subject  to the same tax treatment as
alimony. The ruling may influence how similar cases are analyzed, encouraging a
closer examination of the intent behind divorce settlement payments. Subsequent
cases have continued to apply this principle, distinguishing between payments for
support and those for property rights.


