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Subsection (b) specifies the kinds of administrative 

expenses that are allowable in a case under the bank-

ruptcy code. The subsection is derived mainly from sec-

tion 64a(1) of the Bankruptcy Act [section 104(a)(1) of 

former title 11], with some changes. The actual, nec-

essary costs and expenses of preserving the estate, in-

cluding wages, salaries, or commissions for services 

rendered after the order for relief, and any taxes on, 

measured by, or withheld from such wages, salaries, or 

commissions, are allowable as administrative expenses. 
In general, administrative expenses include taxes 

which the trustee incurs in administering the debtor’s 

estate, including taxes on capital gains from sales of 

property by the trustee and taxes on income earned by 

the estate during the case. Interest on tax liabilities 

and certain tax penalties incurred by the trustee are 

also included in this first priority. 
Taxes which the Internal Revenue Service may find 

due after giving the trustee a so-called ‘‘quickie’’ tax 

refund and later doing an audit of the refund are also 

payable as administrative expenses. The tax code [title 

26] permits the trustee of an estate which suffers a net 

operating loss to carry back the loss against an earlier 

profit year of the estate or of the debtor and to obtain 

a tentative refund for the earlier year, subject, how-

ever, to a later full audit of the loss which led to the 

refund. The bill, in effect, requires the Internal Reve-

nue Service to issue a tentative refund to the trustee 

(whether the refund was applied for by the debtor or by 

the trustee), but if the refund later proves to have been 

erroneous in amount, the Service can request that the 

tax attributable to the erroneous refund be payable by 

the estate as an administrative expense. 
Postpetition payments to an individual debtor for 

services rendered to the estate are administrative ex-

penses, and are not property of the estate when re-

ceived by the debtor. This situation would most likely 

arise when the individual was a sole proprietor and was 

employed by the estate to run the business after the 

commencement of the case. An individual debtor in 

possession would be so employed, for example. See 

Local Loan v. Hunt, 292 U.S. 234, 243 (1943). 
Compensation and reimbursement awarded officers of 

the estate under section 330 are allowable as adminis-

trative expenses. Actual, necessary expenses, other 

than compensation of a professional person, incurred 

by a creditor that files an involuntary petition, by a 

creditor that recovers property for the benefit of the 

estate, by a creditor that acts in connection with the 

prosecution of a criminal offense relating to the case, 

by a creditor, indenture, trustee, equity security hold-

er, or committee of creditors or equity security holders 

(other than official committees) that makes a substan-

tial contribution to a reorganization or municipal debt 

adjustment case, or by a superseded custodian, are all 

allowable administrative expenses. The phrase ‘‘sub-

stantial contribution in the case’’ is derived from 

Bankruptcy Act §§ 242 and 243 [sections 642 and 643 of 

former title 11]. It does not require a contribution that 

leads to confirmation of a plan, for in many cases, it 

will be a substantial contribution if the person involved 

uncovers facts that would lead to a denial of confirma-

tion, such as fraud in connection with the case. 
Paragraph (4) permits reasonable compensation for 

professional services rendered by an attorney or an ac-

countant of an equity whose expense is compensable 

under the previous paragraph. Paragraph (5) permits 

reasonable compensation for an indenture trustee in 

making a substantial contribution in a reorganization 

or municipal debt adjustment case. Finally, paragraph 

(6) permits witness fees and mileage as prescribed 

under chapter 119 [§ 2041 et seq.] of title 28. 

AMENDMENTS 

2005—Subsec. (b)(1)(A). Pub. L. 109–8, § 329, amended 

subpar. (A) generally. Prior to amendment, subpar. (A) 

read as follows: ‘‘the actual, necessary costs and ex-

penses of preserving the estate, including wages, sala-

ries, or commissions for services rendered after the 

commencement of the case;’’. 

Subsec. (b)(1)(B)(i). Pub. L. 109–8, § 712(b), inserted 

‘‘whether secured or unsecured, including property 

taxes for which liability is in rem, in personam, or 

both,’’ before ‘‘except’’. 

Subsec. (b)(1)(D). Pub. L. 109–8, § 712(c), added subpar. 

(D). 

Subsec. (b)(4). Pub. L. 109–8, § 1208, inserted ‘‘subpara-

graph (A), (B), (C), (D), or (E) of’’ before ‘‘paragraph 

(3)’’. 

Subsec. (b)(7). Pub. L. 109–8, § 445, added par. (7). 

Subsec. (b)(8). Pub. L. 109–8, § 1103, added par. (8). 

Subsec. (b)(9). Pub. L. 109–8, § 1227(b), added par. (9). 

Subsec. (c). Pub. L. 109–8, § 331, added subsec. (c). 

1994—Subsec. (a). Pub. L. 103–394, § 213(c), inserted 

‘‘timely’’ after ‘‘may’’ and ‘‘, or may tardily file such 

request if permitted by the court for cause’’ before pe-

riod at end. 

Subsec. (b)(1)(B)(i). Pub. L. 103–394, § 304(h)(2), sub-

stituted ‘‘507(a)(8)’’ for ‘‘507(a)(7)’’. 

Subsec. (b)(3)(F). Pub. L. 103–394, § 110, added subpar. 

(F). 

1986—Subsec. (b)(1)(B)(i). Pub. L. 99–554, § 283(g)(1), 

substituted ‘‘507(a)(7)’’ for ‘‘507(a)(6)’’. 

Subsec. (b)(5). Pub. L. 99–554, § 283(g)(2), inserted 

‘‘and’’ after ‘‘title;’’. 

Subsec. (b)(6). Pub. L. 99–554, § 283(g)(3), substituted a 

period for ‘‘; and’’. 

1984—Subsec. (b). Pub. L. 98–353, § 446(1), struck out 

the comma after ‘‘be allowed’’ in provisions preceding 

par. (1). 

Subsec. (b)(1)(C). Pub. L. 98–353, § 446(2), struck out 

the comma after ‘‘credit’’. 

Subsec. (b)(2). Pub. L. 98–353, § 446(3), inserted ‘‘(a)’’ 

after ‘‘330’’. 

Subsec. (b)(3). Pub. L. 98–353, § 446(4), inserted a 

comma after ‘‘paragraph (4) of this subsection’’. 

Subsec. (b)(3)(C). Pub. L. 98–353, § 446(5), struck out 

the comma after ‘‘case’’. 

Subsec. (b)(5). Pub. L. 98–353, § 446(6), struck out 

‘‘and’’ after ‘‘title;’’. 

Subsec. (b)(6). Pub. L. 98–353, § 446(7), substituted 

‘‘; and’’ for period at end. 

EFFECTIVE DATE OF 2005 AMENDMENT 

Amendment by Pub. L. 109–8 effective 180 days after 

Apr. 20, 2005, and not applicable with respect to cases 

commenced under this title before such effective date, 

except as otherwise provided, see section 1501 of Pub. L. 

109–8, set out as a note under section 101 of this title. 

EFFECTIVE DATE OF 1994 AMENDMENT 

Amendment by Pub. L. 103–394 effective Oct. 22, 1994, 

and not applicable with respect to cases commenced 

under this title before Oct. 22, 1994, see section 702 of 

Pub. L. 103–394, set out as a note under section 101 of 

this title. 

EFFECTIVE DATE OF 1986 AMENDMENT 

Amendment by Pub. L. 99–554 effective 30 days after 

Oct. 27, 1986, see section 302(a) of Pub. L. 99–554, set out 

as a note under section 581 of Title 28, Judiciary and 

Judicial Procedure. 

EFFECTIVE DATE OF 1984 AMENDMENT 

Amendment by Pub. L. 98–353 effective with respect 

to cases filed 90 days after July 10, 1984, see section 

552(a) of Pub. L. 98–353, set out as a note under section 

101 of this title. 

§ 504. Sharing of compensation 

(a) Except as provided in subsection (b) of this 

section, a person receiving compensation or re-

imbursement under section 503(b)(2) or 503(b)(4) 

of this title may not share or agree to share— 

(1) any such compensation or reimbursement 

with another person; or 

(2) any compensation or reimbursement re-

ceived by another person under such sections. 
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(b)(1) A member, partner, or regular associate 

in a professional association, corporation, or 

partnership may share compensation or reim-

bursement received under section 503(b)(2) or 

503(b)(4) of this title with another member, part-

ner, or regular associate in such association, 

corporation, or partnership, and may share in 

any compensation or reimbursement received 

under such sections by another member, part-

ner, or regular associate in such association, 

corporation, or partnership. 
(2) An attorney for a creditor that files a peti-

tion under section 303 of this title may share 

compensation and reimbursement received 

under section 503(b)(4) of this title with any 

other attorney contributing to the services ren-

dered or expenses incurred by such creditor’s at-

torney. 
(c) This section shall not apply with respect to 

sharing, or agreeing to share, compensation 

with a bona fide public service attorney referral 

program that operates in accordance with non- 

Federal law regulating attorney referral serv-

ices and with rules of professional responsibility 

applicable to attorney acceptance of referrals. 

(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2582; Pub. L. 

109–8, title III, § 326, Apr. 20, 2005, 119 Stat. 99.) 

HISTORICAL AND REVISION NOTES 

SENATE REPORT NO. 95–989 

Section 504 prohibits the sharing of compensation, or 

fee splitting, among attorneys, other professionals, or 

trustees. The section provides only two exceptions: 

partners or associates in the same professional associa-

tion, partnership, or corporation may share compensa-

tion inter se; and attorneys for petitioning creditors 

that join in a petition commencing an involuntary case 

may share compensation. 

AMENDMENTS 

2005—Subsec. (c). Pub. L. 109–8 added subsec. (c). 

EFFECTIVE DATE OF 2005 AMENDMENT 

Amendment by Pub. L. 109–8 effective 180 days after 

Apr. 20, 2005, and not applicable with respect to cases 

commenced under this title before such effective date, 

except as otherwise provided, see section 1501 of Pub. L. 

109–8, set out as a note under section 101 of this title. 

§ 505. Determination of tax liability 

(a)(1) Except as provided in paragraph (2) of 

this subsection, the court may determine the 

amount or legality of any tax, any fine or pen-

alty relating to a tax, or any addition to tax, 

whether or not previously assessed, whether or 

not paid, and whether or not contested before 

and adjudicated by a judicial or administrative 

tribunal of competent jurisdiction. 
(2) The court may not so determine— 

(A) the amount or legality of a tax, fine, 

penalty, or addition to tax if such amount or 

legality was contested before and adjudicated 

by a judicial or administrative tribunal of 

competent jurisdiction before the commence-

ment of the case under this title; 
(B) any right of the estate to a tax refund, 

before the earlier of— 
(i) 120 days after the trustee properly re-

quests such refund from the governmental 

unit from which such refund is claimed; or 
(ii) a determination by such governmental 

unit of such request; or 

(C) the amount or legality of any amount 

arising in connection with an ad valorem tax 

on real or personal property of the estate, if 

the applicable period for contesting or redeter-

mining that amount under any law (other 

than a bankruptcy law) has expired. 

(b)(1)(A) The clerk shall maintain a list under 

which a Federal, State, or local governmental 

unit responsible for the collection of taxes with-

in the district may— 

(i) designate an address for service of re-

quests under this subsection; and 

(ii) describe where further information con-

cerning additional requirements for filing such 

requests may be found. 

(B) If such governmental unit does not des-

ignate an address and provide such address to 

the clerk under subparagraph (A), any request 

made under this subsection may be served at the 

address for the filing of a tax return or protest 

with the appropriate taxing authority of such 

governmental unit. 

(2) A trustee may request a determination of 

any unpaid liability of the estate for any tax in-

curred during the administration of the case by 

submitting a tax return for such tax and a re-

quest for such a determination to the govern-

mental unit charged with responsibility for col-

lection or determination of such tax at the ad-

dress and in the manner designated in paragraph 

(1). Unless such return is fraudulent, or contains 

a material misrepresentation, the estate, the 

trustee, the debtor, and any successor to the 

debtor are discharged from any liability for such 

tax— 

(A) upon payment of the tax shown on such 

return, if— 

(i) such governmental unit does not notify 

the trustee, within 60 days after such re-

quest, that such return has been selected for 

examination; or 

(ii) such governmental unit does not com-

plete such an examination and notify the 

trustee of any tax due, within 180 days after 

such request or within such additional time 

as the court, for cause, permits; 

(B) upon payment of the tax determined by 

the court, after notice and a hearing, after 

completion by such governmental unit of such 

examination; or 

(C) upon payment of the tax determined by 

such governmental unit to be due. 

(c) Notwithstanding section 362 of this title, 

after determination by the court of a tax under 

this section, the governmental unit charged 

with responsibility for collection of such tax 

may assess such tax against the estate, the debt-

or, or a successor to the debtor, as the case may 

be, subject to any otherwise applicable law. 

(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2582; Pub. L. 

98–353, title III, § 447, July 10, 1984, 98 Stat. 374; 

Pub. L. 109–8, title VII, §§ 701(b), 703, 715, Apr. 20, 

2005, 119 Stat. 124, 125, 129.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 

Section 505 of the House amendment adopts a com-

promise position with respect to the determination of 
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