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SW FT, Judge: This case was heard pursuant to the
provi sions of section 7463 of the Internal Revenue Code in effect
when the petition was filed.! Pursuant to section 7463(b), the

decision to be entered is not reviewable by any other court, and

IAIl section references are to the Internal Revenue Code in
effect for the year in issue.
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this opinion shall not be treated as precedent for any other
case.

Respondent determ ned a deficiency of $2,389 in petitioner’s
2009 Federal incone tax.

The issues for decision are: (1) Wiether petitioner is
entitled to a dependency exenption deduction; (2) whether
petitioner may cl ai mhead of household filing status; and (3)
whet her petitioner is entitled to an earned incone credit of
$3,043. The trial of this case was held on April 4, 2011, in
Salt Lake City, U ah.

Backgr ound

Sone of the facts have been stipulated and are so found.

In 2009 petitioner lived in North Salt Lake, U ah, wth her
adult son Walter Garcia (Walter).

In 2009 Walter received $5,430 in Social Security benefits
and sonme Medicaid benefits fromthe Utah Departnent of Health
The record does not indicate the anount of Medicaid benefits
Wal ter received.

During 2009 petitioner made nonthly nortgage | oan paynents
on the honme in which she and Walter lived, and she paid rel ated
property taxes, a honeowner’s insurance prem um and food and
househol d item expenses. Petitioner also paid hone utility
expenses for electricity and natural gas and other m scel | aneous

itens relating to the mai ntenance of the hone.
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The following table reflects anmounts billed to and paid by

petitioner in 2009 relating to the hone:

Expense Anpunt Bill ed Anmpunt Pai d

Mor t gage $19, 654 $19, 654
Property taxes 1, 550 1, 550
Hone 1 nsurance 540 540
Food and

househol d itens 3,220 3,220
Electricity 699 578
Nat ural gas 596 593
O her 524 476

Tot al 26, 783 26, 611

Wal ter was born in 1969 and during 2009 qualified as
permanently and totally disabled. See secs. 22(e)(3),
152(c) (3) (B)

On her 2009 Federal inconme tax return filed with respondent,
petitioner reported $9,804 of incone, and she clained a
dependency exenption deduction with respect to Walter, head of
househol d filing status, and an earned incone tax credit of
$3,043. On audit, respondent disallowed the clainmed dependency
exenption deduction, head of household filing status, and earned
incone tax credit.

Di scussi on

Dependency Exenpti on Deducti on

Legi sl ati ve changes enacted in 20042 rel axed the rul es

appl i cabl e to dependency exenptions relating to a “qualifying

2See Working Families Tax Relief Act of 2004, Pub. L. 108-
311, sec. 201, 118 Stat. 1169.
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child” of a taxpayer. See sec. 152(c). Respondent’s argunents
and brief do not take into account this less restrictive
dependency exenption applicable to a qualifying child.?
A qualifying child nmeans an individual who: (1) Bears a
qualifying relationship to the taxpayer (e.g., a child of the
t axpayer); (2) has the same principal place of abode as the
t axpayer for nore than one-half of the taxable year; (3) neets
t he age requirenent of section 152(c)(3);* (4) has not provided
over one-half of his or her own support for the taxable year; and
(5) has not filed a joint return with his or her spouse, if any.
Sec. 152(c)(1). There is no longer a requirenent that a parent
claimng a dependency exenption for a qualifying child have
provi ded over one-half of the total support for the child.
CGenerally, in determning the total cost of support, al
sources of support are included. Sec. 1.152-1(a)(2)(i), Incone
Tax Regs. The term “support” includes itens such as “food,
shel ter, clothing, nedical and dental care, education, and the

like.” 1d. The value of governnment benefits normally excl udable

%Respondent argues that petitioner nmust show that she
furni shed over half of her son’s total support for the year.
That rule, however, is applicable only to years before 2005 and,
begi nning in 2005, only to clainmed dependency exenptions that
relate to “qualifying relatives” other than a qualifying child.
See sec. 152(b), (d).

“Wal ter neets the special rule for disabled persons under
sec. 152(c)(3)(B) and thus satisfies the age requirenent for a
qual i fying child.
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fromincome (e.g., Social Security benefits) may be included in

the term “support”. See Turecanp v. Conm ssioner, 554 F.2d 564,

569 (2d Gr. 1977), affg. 64 T.C. 720 (1975); sec. 1.152-
1(a)(2)(ii), Income Tax Regs.

At trial petitioner credibly testified, and we so find, that
the $26, 611 in househol d-rel ated expenses petitioner paid in 2009
represented expenses of both petitioner and Walter; i.e., that a
portion of petitioner’s 2009 expenses is allocable to or
benefited Walter and, accordingly, represents support petitioner
provided to Walter in 2009.

Respondent argues that the Medicaid benefits Walter received
al so need to be included in the conputation of Walter’s total
support, and because petitioner has not established that anount,
respondent argues that petitioner has not established the total
anount of Walter’s support.

We, however, have acknow edged that paynents recei ved under
Medi caid are not necessarily included in determ ning the support

of a claimed dependent. In Archer v. Conm ssioner, 73 T.C. 963

(1980), Medicaid paynments received were held not to involve
ordi nary support for the nother of the taxpayer. The Court
not ed:

To require that Medicaid paynents be included in
t he support equation * * * means that those individuals
whose parents are the neediest will be the least likely
to get a dependency exenption for supporting * * *
[their parents]. This * * * seens exceedingly unfair
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and contrary to the basic thrust of the Medicaid
programitself.

Id. at 971.

On the limted record before us, we find it appropriate to
excl ude Medicaid benefits Walter received in calculating the
total anmount of Walter’s 2009 support.

Respondent argues that the proper neasure of the housing,
food, and clothing petitioner provided to Walter is the “val ue”
t hereof, which is not necessarily the sane as what petitioner
paid therefor. Respondent thus argues that we cannot cal cul ate
the total ampunt of Walter’s support.®

In determ ning whether a qualifying child has provided nore
than half of his or her own support, the anount of support
provided by the child is conpared to the total amount of support
available to the child. However, we have explained that “a
t axpayer is not precluded frombeing entitled to a dependency

exenption sinply because he is not able to prove conclusively the

total cost of the child s support”. Stafford v. Conm ssioner, 46

T.C. 515, 517 (1966).

Respondent notes that petitioner reported only $9,804 in
adj usted gross incone on her 2009 Federal inconme tax return and
guestions how petitioner could actually have paid the expenses
she clains. There are a nunber of possible explanations for the
source from which petitioner paid the expenses (e.g., savings).
What ever the source, we accept petitioner’s testinony that she
pai d $26, 611 i n househol d-rel ated expenses in 2009.
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On the bases of the record before us and petitioner’s
credible testimony, we find that in 2009 petitioner paid $26, 611
i n househol d expenses, that these expenses supported both herself
and Walter, and that one-half of these expenses is properly
treated as support petitioner provided to Walter. Only
petitioner and Walter lived in petitioner’s home, and it is
reasonable to treat these expenses as providing support to
petitioner and also to Walter.

For purposes of the cl ai ned dependency exenpti on deduction
at issue and on the record before us, we conclude that petitioner
provi ded $13,305 to support Walter (one-half of $26,611) and
Wal ter provided either zero or $5,430 (depending on whether the
$5,430 in Social Security benefits Walter received is to be
treated as provided by Walter). In either case, Walter provided
| ess than one-half of his own support.

Petitioner is entitled to the claimed dependency exenption
deduction for Valter.

Head of Household Filing Status

Under section 1(b), a special tax rate applies to a taxpayer
who qualifies as a head of household. Section 2(b)(1)(A) (i)
provi des that a taxpayer qualifies as a head of household if she
mai ntains a honme that constitutes the principal place of abode of
a qualifying child (as defined in section 152(c)) for nore than

one-half of the year. A taxpayer is considered as maintaining a
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househol d only if she pays over half of the expenses for the
househol d during the year. Sec. 2(Db).

In light of our findings that during 2009 Walter was a
qualifying child and that petitioner paid all of the household
expenses, petitioner qualifies for head of household filing
st at us.

Earned | nconme Credit

Under section 32(a), a taxpayer may be entitled to an earned
inconme credit if she has a qualifying child or if the taxpayer
has, anong other things, earned incone for the year of $13, 440 or
| ess. See Rev. Proc. 2009-21, sec. 3.06, 2009-16 |.R B. 860.

As we have held, petitioner had a qualifying child, and she
therefore is entitled to the earned incone credit for 2009.

To reflect the foregoing,

Deci sion will be entered

for petitioner.




