Bagur v. Commissioner, 66 T. C. 817 (1976)

Under Louisiana community property law, a wife has a vested interest in one-half of
her husband’s income throughout their marriage, which she must report for federal
income tax purposes.

Summary

In Bagur v. Commissioner, the U. S. Tax Court held that Aimee D. Bagur, a Louisiana
resident, must report one-half of her husband’s income as her own under Louisiana’s
community property laws, despite their separation. The court rejected Bagur’s
argument that a change in Louisiana law affected her obligation, reaffirming the
principle established in prior Supreme Court cases. The decision also upheld
penalties for Bagur’s failure to file and negligence in not reporting her husband’s
income for certain years, emphasizing that her lack of knowledge or control over his
finances did not excuse her from tax obligations.

Facts

Aimee D. Bagur was married to Pierre E. Bagur, Jr. , and resided in Louisiana during
the years in issue (1960-1966). They lived together until September 29, 1962, after
which they maintained separate domiciles until their divorce in 1968. Pierre
operated a business as a commissions agent and real estate broker, earning income
that was stipulated in the case. Aimee did not file federal income tax returns for
these years, and the Commissioner assessed deficiencies and penalties against her,
asserting that she owned one-half of Pierre’s income under Louisiana community
property law.

Procedural History

The Commissioner issued a notice of deficiency to Aimee Bagur for the years 1960
through 1966, asserting that she was liable for one-half of her husband’s income as
community property, along with penalties for failure to file, negligence, and
underpayment of estimated tax. The case was brought before the U. S. Tax Court,
where the Commissioner conceded the failure-to-file and negligence penalties for
the years 1963 through 1966.

Issue(s)

1. Whether Aimee Bagur owned one-half of the income earned by her husband for
the years 1960 through 1966 under Louisiana community property law.

2. Whether the additions to tax for failure to file, negligence, and underpayment of
estimated tax are applicable for the years in issue.

Holding

1. Yes, because under Louisiana law, a wife has a vested interest in one-half of the
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community income throughout the marriage, which she must report for federal
income tax purposes.

2. Yes, because Aimee Bagur failed to establish reasonable cause for not filing
returns and was negligent in not reporting her husband’s income; the underpayment
of estimated tax penalty was also upheld.

Court’s Reasoning

The Tax Court relied on the Supreme Court’s decisions in Bender v. Pfaff and United
States v. Mitchell, which established that a wife’s interest in community income
under Louisiana law is vested and must be reported for federal income tax purposes.
The court rejected Aimee’s argument that the Louisiana Supreme Court’s decision in
Creech v. Capitol Mack, Inc. changed this principle, noting that Creech only
addressed the husband’s control over community assets during the marriage and did
not alter the wife’s ownership interest. The court emphasized the long-standing rule
of Louisiana community property law and the reliance of taxpayers on this rule for
tax planning. Aimee’s lack of control or knowledge of her husband’s business did not
negate her obligation to report his income. The court also found that her failure to
file and negligence in not reporting her husband’s income warranted the imposition
of penalties, as she was aware of her tax obligations but did not take reasonable
steps to fulfill them.

Practical Implications

This decision reaffirms that spouses in community property states like Louisiana
must report their share of community income for federal tax purposes, even if they
are separated or unaware of their spouse’s financial affairs. It underscores the
importance of understanding state community property laws when planning for
federal income tax obligations. The ruling also serves as a reminder that taxpayers
cannot avoid tax penalties by simply assuming their spouse has filed returns on their
behalf. Subsequent cases have continued to apply this principle, and it remains a
key consideration for attorneys advising clients in community property states on
their tax obligations.
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