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Catharine B. Currier v. Commissioner, 34 T. C. 654 (1960)

A beneficiary of a trust does not have a depreciable interest in a building when the
lessor’s role is that of a creditor rather than an investor in the property.

Summary

In  Catharine  B.  Currier  v.  Commissioner,  the  Tax  Court  addressed  whether
Catharine B. Currier, a beneficiary of a trust established by her father, William O.
Blake,  could claim depreciation deductions on the Blake Building for  the years
1946-1948. The court held that Currier did not have a depreciable interest because
Blake acted as a creditor to the lessee, George A. Carpenter, who constructed the
building. The building’s economic loss due to depreciation was borne by Carpenter,
not Blake or his estate. This decision clarified that a lessor’s advancement of funds
to a lessee for building construction does not establish a depreciable interest unless
the lessor has made a direct investment in the property.

Facts

William O. Blake and his mother owned land in Boston, which they leased to George
A. Carpenter in 1904 for 75 years. Carpenter was to demolish an existing structure
and build a new building. The lease was modified in 1908, with Blake and his mother
providing funds for  construction costs.  Blake’s  estate,  upon his  death in  1934,
included the building’s value and paid estate taxes on it. Catharine B. Currier, a
beneficiary of Blake’s trust, claimed depreciation deductions on the Blake Building
for 1946-1948, which the Commissioner disallowed.

Procedural History

The  Commissioner  determined  income  tax  deficiencies  against  Currier  for
1946-1948 due to disallowed depreciation deductions. The trustees of Blake’s estate
sued for a refund in the Federal District Court, which upheld the Commissioner’s
determination (Barnes v. United States, 222 F. Supp. 960 (D. Mass. 1963), affirmed
sub nom. Buzzell v. United States, 326 F. 2d 825 (C. A. 1, 1964)). Currier then
petitioned the Tax Court for a redetermination of the deficiencies.

Issue(s)

1.  Whether  Catharine  B.  Currier,  as  a  beneficiary  of  the  testamentary  trust
established under her father’s will, had a depreciable interest in the Blake Building
during the years 1946, 1947, and 1948.

Holding

1. No, because Currier did not have a depreciable interest in the Blake Building. The
court  found that  Blake  acted  as  a  creditor  to  Carpenter,  who constructed  the
building, and thus, the economic loss due to depreciation was borne by Carpenter,



© 2025 SCOTUSreports.com. All rights reserved. | 2

not Blake or his estate.

Court’s Reasoning

The court applied the principle that a taxpayer must have a depreciable interest in a
property to claim depreciation deductions. It distinguished between a lessor who
invests  in  a  property  and  one  who  merely  advances  funds  to  a  lessee  for
construction. The court found that Blake’s role was that of a creditor, as evidenced
by the lease agreements and subsequent modifications, which established a debtor-
creditor relationship with Carpenter. The court cited Commissioner v. Revere Land
Co. and Schubert v. Commissioner to support its finding that Blake’s advancement
of funds did not create a depreciable interest. The court also noted that the inclusion
of the building’s value in Blake’s estate and the payment of estate taxes did not
establish a depreciable interest, overruling the prior decision in Charles Bertram
Currier. The court concluded that as Blake’s successors, including Currier, were not
entitled to depreciation deductions.

Practical Implications

This  decision  clarifies  that  a  lessor’s  advancement  of  funds  for  a  lessee’s
construction  of  a  building  does  not  automatically  create  a  depreciable  interest
unless the lessor has a direct investment in the property. Attorneys should carefully
analyze lease agreements to determine the nature of the lessor-lessee relationship
and whether the lessor has a depreciable interest. This ruling impacts how similar
cases  involving  leasehold  improvements  and  depreciation  deductions  should  be
analyzed, emphasizing the importance of the economic substance of the transaction
over  legal  title.  The decision also  has  implications  for  estate  planning and tax
strategies involving property held in trusts, as it limits the ability of beneficiaries to
claim depreciation on such properties without a direct investment.


