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Tax breaks ease pain of disasters

Catastrophes such as (looda,
burricanea and tornadoes may do

l wmors than wreak havoc oo your

' house. They can also throw you

‘ {nto & financial turmoil. To help

: put victims of catastrophes on the

‘: road to recovery, Congress offers

- some valuable tax breaks.

' The Michigan Associstion of
CPAs explains that you may
qualify for an itemized deduction
on your tax retum if the damege
to your property wes caused by a
sudden, uncipected or unusual
event, such as lightning, storms.

You may qualify for
an [temized deduction
on your tax retum I¥
the damage to your
proparty was caused
by a sudden, unex-
pocted or unusual
evant, such as lHght-
ning, storms, fires and
even car accldents.

fires and even car accidents. For
example, if during » storm & trew
fatls on your roof, the damage
would be considered a deductible
casualty lots because the event
was sudden.

4 Deductions are not allowed,
1 however, for damage that results
from normal wear and tear or con:
ditions that ocvur steadily over a
pericd of titme, such as rust or cor-
rosion. So, for example, if your 20-
year-old roof started to leak oo a
typical riny day, the cvst in.
cutred to repair o replace the roof
would not be considered » deduct-
ible casuslty loss because the
damage to the roof doesa’t meet
the suddenness rquirement. The
darmage in this cmse would be

viewed a3 the result of gradual
and progreasive deterioration.

The taz law also disallows
casualty losses for items such as
jewelry or monsy that you elmply
misplace. Also, you cannot claim
a casualty loes for investmuent
losses resulting from w drop in the
value of secunties you own.

Casualty logses are allowed in
the event of a bank failure. [ your
bank is insclvent oz bankrupt and
you losa money because your de-
posits weren't insured, you can
chovse to treat the loss es @ casu.
alty loss in the year when the loss
amount can be ressonably esti-
mated

Even if you qualify for a casual.
ty loss deduction, you can't write

off your entire losa. You must first
reduce your losa by any reim-
barsement you receive from your

. The amount
of any uninsured loas must then
be reduced by $100. If you're un.
fortunate cnough to be hit by
more than one flood or casualty
during the year, keep in mind that
the $100 rule applies to each sep.
arato casualty event.

You then can deduct only loss.
es fur the year that exceed 10 per-
cent of your adjusted grosa in-
come (AGl). For example, sup-
pose your roof and windows are
deatroyed in & storm and it coats
you 35,000 to replace them. For
tax purposcs, you t re-
duce the $5,000 by $100. If your
AGI is $40.000, you can then de-
duct only that portion of the loss
e1cveding 10 percent of your AGI,
or $4,000. [n thls case, you may
deduct $900. The 10-percent rule
applies to your total loszes during
the yrar, after cach one has been
trimmed by $100.

In cstimating the damsge to
your property, don't automatical-
Iy assume that you can deduct lts
replacement coat. For tax pur-
poses, the amount of your loss Is
the leaser of the difference be-
tween the fair market value of the

insurarce cumpany.

property immediately bofore and
aftor tho casualty, or the adjusted
basis of the property beforo the
casualty.

Hoerv's an cxample. A fire In
your house destroyed computer
equipment you had bought for
your childron. You spent $8,000
an the computer system siz years
ago. However, its fair market val-
us before the casualty was only
$3,000. You are thereforo entitled
to a deduction of $3,000 leas $100,
assuming this amount exceeds 10
percent of your AGI.

Uencrally, you must claim your
loas on your tax retum for the
year in which the loas d

Cokdwell Bonker Schweiteer Real
Entae is pleased to welcoms Donns
Godfray to our Bloomflald Hills office
You may ask, Wiy DovaKFroe”
Doaxa Godfrey carned her
Bochelor's degree at Western Michi.
gan University in Aviation and Busi.
ness. @ combination 1Aat requires a
great deal of professionalism as well
. a1 persistence. A3 a commercial pilot,
Donna Godfrey Donna can add a whole rew dimen.
sion in looking for your new home or community. When you mar-
Let your house with Doana, she can deliver the option of showing

However, if you suffer property
damage in a federally-declared
disaster arce, you may obtain an
Immedisto tax refund by amend-
ing the previous year's tax return.

Finally, the MACPA pointa out
that it's your responsibility to
prove the extent of your loss In
the ovent of an IRS sudit. Before
and after photographs of the
property, tepair bills, insurance
reporta and written sppraisals
should be carcfully filed. It's also
wise to hold on to any newspaper
accounts of the sccident or event
that caused your loss.

I a view of your property from 3000 feet above.
Best wishes for continued success!
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rescarch firm has Just reledsed 3 FREE
report that shares with consumers lile
known sctrets to slling yous home. For 3
FREE texorded message and copy of this [
report, call {800) $90-4270, 24 hours 2 day. §
Find out how you could ssve thousands of
dollars when you sell your homel
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