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

25 T.C. 452 (1955)

Attorney’s fees incurred in a divorce action, even when a primary goal is to protect
business  interests,  are  generally  considered  personal  expenses  and  are  not
deductible from taxable income under Section 23(a)(2) of the Internal Revenue Code
of 1939.

Summary

F.C. Bowers sought to deduct attorney’s fees paid in a divorce proceeding, arguing
that the fees were to protect his controlling stock interest in a company. The Tax
Court  held  the  fees  were  personal  expenses  and  non-deductible.  Bowers’  wife
initiated the divorce, and he sought to prevent a property settlement that could
jeopardize his business. Despite the connection to his business interests, the court
found the primary nature of  the expenses to  be personal,  originating from the
divorce itself, which is not considered an expense for the production or conservation
of income under the relevant tax code.

Facts

F.C. Bowers and his wife were estranged for over 20 years. She filed for divorce,
seeking a  property  division.  Bowers,  the  president  and manager  of  a  company
(Register) and the holder of its controlling stock, employed attorneys to negotiate a
property settlement.  His primary concern was to avoid a settlement that would
threaten his control of the company. A settlement agreement was reached, and a
divorce decree was granted. Bowers paid $20,000 of a $60,000 attorney’s fee, a
portion of which was allocated to “property settlement.” He sought to deduct the
payment, which was disallowed by the Commissioner.

Procedural History

The Commissioner of Internal Revenue disallowed the deduction of the attorney’s
fees on Bowers’ 1950 income tax return. Bowers challenged this disallowance in the
United States Tax Court.

Issue(s)

Whether attorney’s fees paid in a divorce action, where the taxpayer’s main goal
was the protection of his business interests, are deductible under Section 23(a)(2) of
the Internal Revenue Code of 1939 as expenses for the production or conservation of
income.

Holding

No, because the primary origin and nature of the expenses were personal, stemming
from the divorce action, not the protection of business interests.
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Court’s Reasoning

The court followed the precedent established in the case of Arthur B. Baer, 16 T.C.
1418, holding that even though the taxpayer’s goal in hiring the attorney was to
protect his business interests, the primary origin of the expense was the divorce,
which is a personal matter. The court distinguished the case from situations where
the legal  expenses were directly related to the management or conservation of
income-producing property.  It  concluded that  the  legal  fees  stemmed from the
personal relationship and were therefore non-deductible, citing similar holdings in
Lindsay C. Howard, 16 T.C. 157 and Thorne Donnelley, 16 T.C. 1196.

Practical Implications

This case established the principle that attorney fees in divorce actions are generally
not deductible, even if they indirectly relate to the taxpayer’s business interests. It
guides the analysis of similar cases by focusing on the “primary purpose” test, which
examines if the expenses’ origin is personal or business-related. Practitioners must
consider if expenses have a direct and proximate connection to the business, as
opposed to a more indirect impact stemming from a personal event like a divorce.
Businesses or individuals contemplating a divorce and anticipating significant legal
expenses need to be aware of this restriction. Subsequent cases have reaffirmed and
applied the


