Shenk v. Commissioner, 140 T. C. 10 (2013)

In Shenk v. Commissioner, the U. S. Tax Court ruled that a noncustodial parent
cannot claim a dependency exemption deduction without a signed declaration from
the custodial parent. Michael Shenk’s claim for dependency exemptions and child
tax credits for his children was denied because his ex-wife, the custodial parent, did
not sign a Form 8332 or equivalent release. The case underscores the importance of
custodial parent declarations in resolving dependency disputes, ensuring clarity and
certainty in tax law.

Parties

Michael Keith Shenk, Petitioner, was the noncustodial parent in this case. The
Respondent was the Commissioner of Internal Revenue. Both parties proceeded
through the U. S. Tax Court.

Facts

Michael Keith Shenk and Julie Phillips were divorced in 2003, with Phillips receiving
primary residential custody of their three children. Their divorce judgment
stipulated that dependency exemptions for the children would alternate between the
parents based on specific conditions, including Phillips’s employment and Shenk’s
compliance with child support payments. In 2009, Shenk timely filed his federal
income tax return, claiming dependency exemptions for two of the children and
head-of-household filing status. Phillips, the custodial parent, also claimed
exemptions for two children on her return, resulting in a conflict regarding one
child. Shenk did not attach a Form 8332 or equivalent document to his return, which
is required for a noncustodial parent to claim a dependency exemption under
Section 152(e)(2)(A) of the Internal Revenue Code.

Procedural History

The IRS issued a notice of deficiency to Shenk on January 18, 2012, for the tax year
2009, disallowing one of the dependency exemptions he claimed. Shenk petitioned
the U. S. Tax Court for a redetermination of this deficiency on March 2, 2012. At
trial, Shenk sought a continuance to request the family court revise the divorce
judgment to require Phillips to execute Form 8332 in his favor. The court denied this
motion, proceeding with the trial and later denying Shenk’s request to keep the
record open to obtain and proffer a signed declaration from Phillips.

Issue(s)

Whether a noncustodial parent can claim a dependency exemption deduction under
Section 152(e)(2)(A) of the Internal Revenue Code without a signed declaration from
the custodial parent?

Rule(s) of Law
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Section 152(e)(2)(A) of the Internal Revenue Code requires that for a noncustodial
parent to claim a dependency exemption, the custodial parent must sign a written
declaration stating that they will not claim the child as a dependent for any taxable
year. This declaration must be attached to the noncustodial parent’s return as per
Section 152(e)(2)(B).

Holding

The U. S. Tax Court held that Shenk was not entitled to claim the dependency
exemption deduction or the child tax credit for the tax year 2009 because the
custodial parent, Phillips, did not execute and Shenk did not attach a Form 8332 or
equivalent declaration to his return, as required by Section 152(e)(2)(A).

Reasoning

The court’s reasoning was grounded in the clear statutory requirement of Section
152(e)(2)(A) and (B), which necessitates a signed declaration from the custodial
parent to enable the noncustodial parent to claim a dependency exemption. The
court emphasized the legislative intent behind these provisions, which aimed to
provide certainty and avoid disputes over dependency exemptions. The court noted
that without Phillips’s signed declaration, Shenk could not meet the statutory
criteria, regardless of the conditions set forth in the divorce judgment. Furthermore,
the court rejected Shenk’s attempt to obtain a retroactive declaration after the
period of limitations for assessments against Phillips had expired, reasoning that
such a declaration would be ineffective and contrary to the purpose of the statute.
The court also denied Shenk head-of-household filing status, as none of his children
resided with him for more than half of 2009, as required by Section 2(b)(1).

Disposition

The U. S. Tax Court entered a decision for the Commissioner, disallowing Shenk’s
claim for the dependency exemption deduction, the child tax credit, and head-of-
household filing status for the tax year 2009.

Significance/Impact

Shenk v. Commissioner reinforces the strict requirement of a custodial parent’s
signed declaration for noncustodial parents to claim dependency exemptions,
emphasizing the need for clear and timely documentation. This decision has
significant implications for divorced parents navigating tax exemptions,
underscoring that state court orders cannot supersede federal tax law requirements.
The case also highlights the importance of understanding the time limitations for
assessments, as late declarations from custodial parents are not viable after the
period of limitations has expired. This ruling continues to guide practitioners and
taxpayers in ensuring compliance with the Internal Revenue Code’s provisions
regarding dependency exemptions.
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