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16 T.C. 1196 (1951)

Legal expenses incurred in resisting the enforcement of a personal obligation to pay
alimony under a final divorce decree are not deductible as non-business expenses
under Section 23(a)(2) of the Internal Revenue Code.

Summary

Thorne Donnelley sought to deduct legal fees incurred while contesting his ex-wife’s
suit to enforce alimony payments. The Tax Court denied the deduction, holding that
these expenses were related to a personal obligation arising from the divorce decree
and  not  for  the  production  or  collection  of  income,  nor  for  the  management,
conservation, or maintenance of property held for the production of income. The
court emphasized that the legal action was a continuation of the original divorce
case and therefore not deductible under Section 23(a)(2) of the Internal Revenue
Code.

Facts

Thorne  Donnelley  and  his  wife,  Helen,  divorced  in  1931.  Their  divorce  decree
incorporated a property settlement agreement where Donnelley agreed to pay Helen
$30,000 annually  as  alimony.  Over  time,  Donnelley  failed to  make full  alimony
payments,  leading  to  an  arrearage.  In  1944,  Helen  sued  Donnelley  to  recover
$177,262.18 in unpaid alimony and interest. Donnelley initially contested the suit,
arguing  the  property  settlement  was  invalid.  He later  settled,  agreeing  to  pay
$140,000 without interest. Donnelley then attempted to deduct $16,966.66 in legal
fees and costs incurred during the 1945 litigation.

Procedural History

Helen Donnelley filed a petition in the Circuit Court of Lake County, Illinois, to
enforce the alimony provisions of their divorce decree. Thorne Donnelley contested
the  petition.  Ultimately,  a  settlement  was  reached and approved by  the  court.
Thorne Donnelley then sought to deduct the legal fees on his federal income tax
return, which was disallowed by the Commissioner of Internal Revenue. Donnelley
then petitioned the Tax Court.

Issue(s)

Whether legal expenses incurred in contesting a suit to compel alimony payments
are  deductible  as  ordinary  and necessary  non-business  expenses  under  Section
23(a)(2) of the Internal Revenue Code.

Holding

No, because the legal expenses were incurred to resist a personal obligation arising
from the divorce decree and not for the production or collection of income or the
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management, conservation, or maintenance of property held for the production of
income.

Court’s Reasoning

The Tax Court reasoned that Donnelley’s legal expenses stemmed from his personal
obligation  to  pay  alimony,  as  established  in  the  divorce  decree.  The  court
distinguished  this  situation  from  deductible  non-business  expenses,  which  are
related to the production or collection of income or the maintenance of income-
producing property. The court stated, “The expenses which the petitioner paid and
incurred in resisting the fulfillment of his personal obligation under the divorce
decree to provide for the support and maintenance of his wife after divorce had not
the  remotest  connection  with  the  ordinary  and  necessary  expenses  of  the
maintenance of property which is productive of nonbusiness income which is subject
to tax, or with producing and collecting nonbusiness income.” The court relied on its
prior decision in Lindsay C. Howard, finding the facts sufficiently similar. The court
also noted that allowing a deduction would be inconsistent with the legislative intent
behind Section 23(a)(2), which aimed to permit deductions for expenses related to
nonbusiness income, not personal obligations.

Practical Implications

This case clarifies that legal fees incurred in disputes over alimony payments are
generally not tax-deductible.  It  reinforces the principle that expenses related to
personal obligations, even if they indirectly affect a taxpayer’s income or assets, are
not  deductible  under  Section  23(a)(2).  This  ruling  informs  tax  planning  for
individuals  facing  alimony  disputes,  advising  them  that  legal  fees  incurred  in
resisting or modifying alimony obligations are unlikely to be deductible. Later cases
cite Donnelley to support the denial of deductions for legal expenses connected to
marital disputes when those expenses are deemed personal in nature. This decision
highlights the importance of distinguishing between expenses related to income-
producing activities and those arising from personal obligations in determining tax
deductibility.


