4T.C. 349 (1944)

Legal fees and related costs incurred by a minor actor’s guardian to protect his
earnings and estate from claims are deductible as ordinary and necessary business
expenses or as expenses for the production of income.

Summary

This case concerns whether a child actor, Frederick Cecil Bartholomew (Freddie),
could deduct legal fees paid by his guardian to protect his earnings and estate from
various lawsuits, including those filed by his parents. The Tax Court held that the
legal fees were deductible as ordinary and necessary business expenses or as
expenses for the production of income. The court reasoned that the legal actions
were directly related to protecting Freddie’s earnings as a child actor and
conserving his income-producing property.

Facts

Freddie, a minor, was a successful child actor. His aunt, Myllicent Bartholomew,
became his guardian. His parents and other parties filed multiple lawsuits against
Freddie and Myllicent, seeking control of Freddie’s earnings and estate. Myllicent,
as guardian, incurred significant legal fees to defend against these suits, secure
favorable contracts for Freddie, and protect his assets.

Procedural History

The Commissioner of Internal Revenue disallowed deductions claimed by Freddie for
legal fees and related costs. Freddie, through his guardian, petitioned the Tax Court
for review. The Tax Court reversed the Commissioner’s determination, holding the
fees were deductible.

Issue(s)

1. Whether legal fees paid by the guardian of a minor actor to protect his
earnings from various lawsuits are deductible as ordinary and necessary
business expenses under Section 23(a) of the Internal Revenue Code?

2. Whether compensation paid to a chauffeur and bodyguard is deductible as an
ordinary and necessary business expense for a child actor?

Holding

1. Yes, because the lawsuits were directly related to protecting Freddie’s
earnings as a child actor and conserving his income-producing property.

2. Yes, in part, because the bodyguard/chauffeur services were necessary for the
child actor’s safety and transportation to perform his job.

Court’s Reasoning

© 2025 SCOTUSreports.com. All rights reserved. | 1



The court reasoned that the legal fees were directly related to Freddie’s profession
as a child actor. The court emphasized that Freddie’s minority necessitated a
guardian to manage his business affairs and that the lawsuits threatened his ability
to earn income. The court quoted from the Senate Committee on Finance, stating
that “income comprehends not merely income of the taxable year but also income
which the taxpayer has realized in a prior taxable year or may realize in subsequent
taxable years, and is not confined to recurring income but applies as well to gain
from the disposition of property.” The court distinguished cases where deductions
were denied because the taxpayer was not engaged in a trade or business or the
expenses were related to mismanagement of a trust. The court also held that the
compensation paid to the chauffeur/bodyguard was deductible to the extent it was
directly related to Freddie’s profession, recognizing the unique circumstances of a
child actor requiring both transportation and security.

Judge Murdock dissented, arguing that while some fees related directly to the
business, others concerning family disputes were not for producing or collecting
income and thus shouldn’t be deductible.

Practical Implications

This case provides guidance on the deductibility of legal fees in situations where a
taxpayer’s ability to earn income is threatened by litigation. It highlights the
importance of demonstrating a direct nexus between the legal expenses and the
taxpayer’s business or income-producing activities. This case also shows that
expenses for services that are both personal and business-related (like a
chauffeur/bodyguard) can be partially deductible if a clear business purpose is
established. Later cases cite Bartholomew for the principle that legal expenses
incurred to protect income-producing property are deductible, even if the litigation
involves personal matters.
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