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Insurance Revenue and Other Assistance Sec. 165(h)(4)(E) stipulates that the loss of damages to individuals covered by insurance will only be taken into account if the individual has made a timely insurance claim against the loss. Uninsured losses are deductible. If the taxpayer claims a deduction for the
loss and receives a refund of the loss in later years, the refund will be included in the income received in accordance with the tax benefit rules under the 111th Sec. In the pastor of Lulu 71-160, the taxpayer obtained a government disaster loan after deducting the loss of casualties. The loan was partially
revoked because the loss was not fully covered by insurance. Taxpayers were required to include the loan cancellation amount in the income of their tax returns the year after the casualties. Individuals can receive insurance money to cover additional living expenses if their residence is damaged or denied
access to their residence by a government agency due to casualties or the threat of casualties. Such payments are excluded from income under the 123rd Sec to the extent that the actual cost of living exceeds the normal cost of living incurred by taxpayers and members of the household for that period.
Rul. 98-19 stipulates that payments received from government agencies regarding the cost of moving from one flood-hit dwelling to another are not included in the income. Rul. 64-329 stipulates that taxpayers who receive gifts excluded from income do not reduce loss deductions by the amount of those
excluded gifts unless the funds need to be used for repair costs. Safe Harbor for calculating specific losses Taxpayers often face challenges in determining the amount of casualty losses. Records are often destroyed in the event of a disaster, and it can be difficult to find existing records. The IRS recently
issued two revenue procedures, including a secure port, to help taxpayers determine the amount of deductible losses from casualties and thefts. Some of these safe ports are only available from losses (1) that occurred only in federally affected areas, or (2) from Hurricanes Harvey, Irma and Maria. 165(i)
defines federally declared disasters, disaster-stricken areas, and disaster losses. 11. The IRS does not dispute the amount of loss deductions when taxpayers qualify and use safe ports to calculate casualties or theft losses. The safe harbor method may simplify the process of calculating loss deductions
and eliminate the need for costly litigation. Taxpayers can choose to use the safe harbor method or calculate actual losses under applicable regulations. Section 6 of each revenue procedure described below requires that the IRS reduce the amount of safety port losses through free repairs provided by
volunteers and others. Be careful when using the safe ports listed below. After calculating the loss, you should consider the sec. 165 (h) limit. AsPreviously, it changed the limit for losses from Hurricanes Harvey, Irma and Maria. Rev. Proc. 2018-8 provides that the costs that cause a property to be worth
higher than its pre-casualty value will be excluded from the estimates or contracts used in the safe harbors it provides, even if those costs are required to meet new construction requirements. Rev. Proc. 2018-8 Rev. Proc. Safe Harbor for Residential Real Estate in All Areas Under 2018-8 offers five safe
harbor methods for the loss of personally used residential real estate, which is defined as real estate, including improvements including at least one private residence. The term does not include private residences if some of the dwellings are used as rental properties, trade or business home offices, or
transactions entered into for profit. The three secure ports can be used regardless of whether the property is in the affected area or the damage is due to a disaster declared by the federal government. The Estimated Repair Cost Safe Harbor Act can be used to determine a decrease in the value of an
individual's personally used residential property with a loss of $20,000 or less. Taxpayers use the smaller of two itemized repair cost estimates created by two independent independent licenses or registered contractors. The Demini Miss Safe Harbor Method allows taxpayers to estimate the cost of
restoring a privately used residential property to its state before a disaster, but this method is only available for losses of $5,000 or less. This must be a good faith estimate based on taxpayer-controlled records. The Insurance Safe Harbor Act creates losses based on reports made by individual
homeowners or flood insurers, setting the estimated losses sustained by individuals. Safe Harbor losses in affected areas under taxpayers in 2018-8 with losses in federally affected areas due to federal disasters may use the Contractor Safety Port Act or the Disaster Loan Assessment Safety Port Act.
The first method includes the contract price of a detailed list of repairs under a binding contract with an independent contractor (signed by the taxpayer and contractor). The second method includes the use of a federal loan or appraisal prepared to obtain a federal loan guarantee. Rev. Proc. 2018-8 A safe
harbor for my property under the Demini Miss Safe Harbor Method is available for losses of less than $5,000 on my property. In this way, individuals make honest estimates of fmv reductions based on taxpayer records describing their belongings. A replacement cost-safe harbor method is available to
calculate personal casualties and loss of stolen goods in federally affected areas. Taxpayers determine the cost of replacing each my own with a new one and reduce its replacement10% of each year (up to 9 years) was owned. The safe harbor value for items that have been in possession for more than 9
years is 10% of the current replacement cost. The loss of each item (before taking into account insurance revenue) is an excess of the adjusted replacement cost for the value after the damage has been incurred, and zero for lost or stolen goods. The deductible before the refund is the smaller of this
amount or asset criteria. Example: A couch that cost $700 four years ago was destroyed in a hurricane in a disaster-stricken area declared by the federal government. It was uninsured. The adjusted replacement cost factor is 60%, which is 100% less than 10% per year of ownership. Today, the cost of
replacing the sofa is $1,000. The loss is $600 based on the 60% factor. This amount is less than the $700 basis, so the loss of casualties is $600. If adopted, this method must be used for all loss of your home in the affected area, except as described in the following paragraphs. The replacement cost safe
harbor method is not available for loss of boats, aircraft, mobile homes, trailers, vehicles, or antiques or other assets that maintain or increase their value over time. The pre-disaster value of these assets can be determined from established price sources.12 Rev. Proc. Due to widespread devastation from
the 2018-9 hurricane in 2018-9 due to widespread devastation in 2017, the Treasury Department and irs rev. Proc. Announced seven additional safety port methods in 2018-9. These secure port methods may be used by individuals to calculate casualty losses on real estate in privately used homes
located in the 2017 affected areas. The region includes territories in Texas, Louisiana, Florida, Georgia, South Carolina, Puerto Rico and the U.S. Virgin Islands. These safe ports only apply to losses from Hurricanes Harvey, Irma and Maria. The safe harbor method is not required in Rev. Proc. 2018-8
and/or Rev. Proc. 2018-9. Taxpayers can instead calculate a decrease in the value of a property in a privately used home under Regs. Under 1.165-7(a)(2)Rev. Proc. 2018-9 Rev. Proc. 2018-9 the Cost Index Safe Harbor Method provides the Cost Index Safe Harbor Method. Individual taxpayers may use
this method in determining the amount of damage loss (loss of value) of privately used residential property in the affected areas as described above. The three tables contain the cost index amount of a safe harbor per square foot of residence. The first table provides the amount of cost indexes for each
state and region of total loss of small, medium, or large dwellings. Table Total Losses Under Rev. Proc. 2018-9 shows the loss calculations for individuals who suffered the total loss of 2,000 square feet of private housing in Florida from Hurricane Irma.A house with almost total loss. 13 The third table
provides similar information about cases about flooding inside homes. In the third table, the loss is based on the area of the flooded house. Only one of the three tables can be used for a single dwelling. Additional tables provide a cost index amount per square foot for these losses: structural damage from
wind, rain, or debris; roof damage due to wind, rain, or debris. Damage to the deck; Structure.
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