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Estate  of  Louvine  M.  Baldwin,  Deceased,  Charlene  B.  Hensley,
Administratrix,  Petitioner  v.  Commissioner  of  Internal  Revenue,
Respondent,  59  T.  C.  654  (1973)

Legal fees incurred by an estate’s beneficiary to contest a will are not deductible as
administrative expenses if they primarily benefit the beneficiary personally rather
than the estate.

Summary

In Estate of Baldwin v. Commissioner, the U. S. Tax Court ruled that legal fees and
costs incurred by Charlene Hensley, the administratrix and sole heir of Louvine
Baldwin’s estate, to contest Baldwin’s will were not deductible as administrative
expenses for estate tax purposes. Baldwin’s purported will left most of her estate in
trust with specific conditions, but Hensley, who would inherit everything if the will
was  invalid,  did  not  probate  it.  Other  beneficiaries  filed  the  will  for  probate,
prompting Hensley to incur legal fees in opposition. The court held that these fees
were not deductible because they primarily benefited Hensley personally, not the
estate, and were not considered administration expenses under Georgia law.

Facts

Louvine M. Baldwin died on March 21, 1966, leaving a purported will that placed
most of her estate in trust, with income to be accumulated during her daughter
Charlene  Hensley’s  marriage  and  distributed  upon  certain  conditions.  Upon
Charlene’s  death,  the  estate  would  be  divided  between  a  charity  and  other
beneficiaries. The named executor declined to serve, and Charlene was appointed
temporary administratrix.  As  Baldwin’s  only  heir,  Charlene stood to  inherit  the
entire estate if the will was invalid. She did not file the will for probate, leading
other beneficiaries to do so. Charlene then incurred legal fees to contest the will’s
probate and challenge another’s appointment as administratrix. A settlement was
reached, and Charlene was appointed permanent administratrix. The estate sought
to deduct these legal fees as administrative expenses, but the IRS disallowed the
deduction.

Procedural History

Charlene Hensley, as administratrix, filed an estate tax return claiming a deduction
for legal fees and costs incurred in contesting the will. The IRS disallowed these
deductions, leading to a deficiency notice and a petition to the U. S. Tax Court. The
Tax Court ruled in favor of the Commissioner, disallowing the deductions.

Issue(s)

1. Whether legal fees and costs incurred by Charlene Hensley to contest the probate
of Louvine Baldwin’s will are deductible by the estate as administrative expenses
under section 2053 of the Internal Revenue Code.
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Holding

1. No, because under Georgia law, such fees are not considered administration
expenses when they primarily benefit the beneficiary personally rather than the
estate.

Court’s Reasoning

The  court  applied  section  2053  of  the  Internal  Revenue  Code,  which  allows
deductions for administration expenses as defined by state law. Under Georgia law,
only expenses essential to the proper settlement of the estate are deductible. The
court cited Treasury Regulations that clarify administration expenses do not include
expenditures for the individual benefit of heirs or legatees. In this case, Charlene’s
legal fees were incurred to contest the will, which would benefit her personally if the
will was invalidated, as she was the sole heir. The court referenced Georgia statutes
and case law, such as Lester v. Mathews and Pharr v. McDonald, which established
that a temporary administratrix cannot bind the estate to pay fees for resisting a
will’s probate. The court distinguished this case from Sussman v. United States,
where a New York surrogate court had ordered the estate to pay similar fees. In
Baldwin, no such order existed, and Georgia law was clear that such fees were not
for the estate’s benefit.  The court concluded that allowing the deduction would
reward Charlene for failing to comply with her duty to file the will for probate.

Practical Implications

This decision clarifies that legal fees incurred by an estate’s beneficiary to contest a
will  are not  deductible as administration expenses if  they primarily  benefit  the
beneficiary  personally.  Practitioners  should  advise  clients  that  only  expenses
necessary for the proper administration of the estate, such as collecting assets and
paying  debts,  are  deductible.  This  ruling  may  influence  how  estates  plan  for
potential will contests, as the costs of such actions cannot be offset against estate
taxes. It also highlights the importance of understanding state law regarding the
duties of administrators and the deductibility of legal fees. Subsequent cases, like
Estate of Swayne, have reinforced this principle, emphasizing that personal interests
of beneficiaries must be clearly separated from actions taken on behalf of the estate.


