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Taxpayers.

CPI Nl ON AND PRELI M NARY ORDER

The Revenue Departnent assessed incone tax agai nst Janes B. and
Jani ce Anderson for the years 1986 and 1987. The Andersons appeal ed
to the Adm nistrative Law Division and a hearing was conducted on
August 23, 1993. CPA den Strickland appeared for the Andersons.

Assi stant counsel Gmaen Garner represented the Departnent.

The issue in dispute in this case is whether a $70, 000.00 | unp
sum paynent made by Janes B. Anderson (Taxpayer) to his ex-wife in
1986 in lieu of all future alinony is deductible as alinony in the
year paid. The Taxpayer concedes that a $5, 000.00 paynent in 1985
cannot be deducted in 1986, and also that life insurance prem uns
paid by the Taxpayer in 1986 and 1987 on a policy on which the ex-
wife was a partial beneficiary cannot be deducted in those years.*

The Taxpayer divorced in 1981 and pursuant to the divorce
decree was required to pay his ex-wife alinony of $1,500.00 per
month "until the wfe's death or remarri age".

In 1985 the parties agreed that the Taxpayer woul d pay the ex-

! The ex-wife did not own the policy as required for the

paynents to be deductible. See, IRC Reg. 1.71-1T.
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wife a lunp sum of $75,000.00 in lieu of all future alinony
paynents. The divorce decree was nodified accordingly by court
order and the Taxpayer was directed to pay $5,000.00 in Novenber,
1985 and $70,000.00 within sixty days. The Taxpayer subsequently
paid the $70,000.00 in February, 1986.

The Taxpayer clained the $70, 000. 00 paynent as a deduction on
his 1986 Al abanma return. The Departnent denied the deduction
because (1) the divorce decree did not state that the alinony
paynments would end with the ex-wife's death (or renmarriage) and, (2)
| unp sum paynents cannot be deducted as alinony.

In response, the Taxpayer's representative presented a copy of
the original divorce decree at the admnistrative hearing which
stated that the $1,500.00 alinony paynments would stop if the ex-wfe
died or remarried. Al so, the representative cited federal authority
indicating that a lunp sum alinony paynent in lieu of continuing

al i nrony can be deducted as alinony by the payor/spouse. See, Smth

v. Comm ssioner of Internal Revenue, 192 F.2d 841, and Rev. Ruling

58-152, 1958-1 CB32. The Departnent, after review ng the above
authority, now concedes that the $70,000.00 paynent can be
deduct ed.

The Departnent is directed to reconpute the 1986 assessnent by
allowing the $70,000.00 paynent as a deduction. The $5, 000. 00
paynment made in Novenber, 1985 as well as the l|ife insurance
prem uns were properly disallowed by the Departnent. The 1987

assessnment which is based entirely on the disallowance of the life



i nsurance prem uns i s upheld.

The Departnent is directed to inform the Admnistrative Law
D vision of the adjusted anmounts due for both years. A Final Oder
will then be entered setting out the Taxpayers' liability.

Entered on August 25, 1993.

Bl LL THOMPSON
Chi ef Adm nistrative Law Judge



