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Kamins v. Commissioner, 54 T. C. 977 (1970)

Casualty loss deductions for community property must be based on the interest held
at the time of the loss, not after subsequent property settlements.

Summary

In Kamins v. Commissioner, the U. S. Tax Court ruled that Armorel Kamins could
only deduct half of the earthquake damage to her residence, which was community
property at the time of the loss. Despite receiving the entire residence as separate
property later in the same year during divorce proceedings, the court held that her
deduction was limited to her half interest at the time of the casualty. This decision
underscores  the  principle  that  casualty  losses  on  community  property  must  be
calculated based on ownership interest  at  the moment  the loss  occurs,  not  on
subsequent changes in property status.

Facts

Armorel  and  Selwin  Kamins  owned  a  residence  as  community  property  in
Washington. In January 1965, Armorel filed for divorce, and Selwin was ordered to
vacate the residence. On April 29, 1965, an earthquake damaged the residence,
causing a $16,853. 48 loss. The couple reached a property settlement in July 1965,
where Armorel received the residence as her separate property. She claimed a full
casualty loss deduction for the earthquake damage on her 1965 tax return, but the
IRS allowed only half, arguing she owned only a half interest at the time of the loss.

Procedural History

The IRS disallowed half of Armorel’s claimed casualty loss, leading her to petition
the U. S. Tax Court. The court considered whether Armorel could deduct more than
half of the casualty loss based on her interest in the property at the time of the loss.

Issue(s)

1. Whether Armorel Kamins is entitled to deduct more than half of the casualty loss
to the residence under section 165 of the Internal Revenue Code of 1954, given that
the residence was community property at  the time of  the loss but became her
separate property later in the same year.

Holding

1. No, because at the time of the loss, Armorel owned only a one-half interest in the
residence as community property, and subsequent changes in property status do not
retroactively affect casualty loss deductions.

Court’s Reasoning



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

The court applied Washington community property law, which grants equal and
undivided interests to both spouses. It relied on the principle that casualty losses
must be determined based on the extent of the interest held at the time of the loss,
as per section 165(c)(3) of the Internal Revenue Code. The court rejected Armorel’s
arguments  that  the  property’s  status  changed  before  the  loss  due  to  an  oral
agreement or equitable estoppel, finding no clear evidence of such changes. The
court emphasized that the property settlement in July did not alter the fact that the
residence was community property at the time of the earthquake, thus limiting
Armorel’s deduction to her half interest.

Practical Implications

This decision clarifies that for casualty loss deductions, the timing and nature of
property  ownership  are  critical.  Practitioners  must  advise  clients  to  calculate
deductions based on their interest at the moment of the casualty, regardless of
subsequent property divisions or settlements. This ruling affects how community
property  states  handle  casualty  losses  during  divorce  proceedings,  potentially
impacting  how  couples  negotiate  property  settlements.  It  also  informs  legal
strategies in tax planning, ensuring that attorneys consider the timing of property
transfers  in  relation  to  casualty  events.  Subsequent  cases  have  reinforced  this
principle, ensuring consistency in how casualty losses on community property are
treated.


