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Today’s Topics
• Financial Planning Considerations
• General Overview and Resources
• IRS Filing Dates
• Casualty Losses
• Disaster Relief and FAA Act of 2017
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Financial Planning Considerations
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The Whole Team Has To Be Involved

Legal

Charitable

Investments

Accounting
and Tax

Insurance
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Planning Considerations
•
•
•
•
•
•
•
•
•
•
•

Financial Plan
Budgetary
Home owner’s insurance
Personal umbrellas
Flood insurance
Supplemental flood
Deductibles
Co insurance
Self insuring (budgetary)
Contents including jewelry and art objects
Mortgage debt
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General Overview and Resources
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The Most Important Thing About
A Disaster:
Your Comfort Zone Disappears
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Resources

•

IRS FAQ’s Disaster Victims

•

CPA Disaster Yahoo Group

http://www.irs.gov/Businesses/Small-Businesses-&-Self-Employed/FAQs-forDisaster-Victims
http://finance.groups.yahoo.com/group/CPA_Disaster/

•
•
•
•
•
•

Local Network Groups
DisasterAssistance.gov
FEMA
Social Media
Insurance Company List

http://www.iii.org/articles/insurance-companyclaims-filing-telephone-numbers.html
United Policyholders www.uphelp.org
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http://www.iii.org/articles/insurance-company-claims-filing-telephonenumbers.html
Here is a list of claim contact numbers:
A
AAA Insurance (Auto Club Family Insurance Company) 800-222-7623 ext. 5000
Acadia Insurance Company 800-444-0049, ext. 2600
ACE Private Risk Services 800-945-7461
ACE USA Clients receive individual 800 numbers or call 800 945-7461 (ACE USA/ACE Recreational Marine
claims); 800 234-7354 (Disaster Mortgage Protection claims)
Acuity 800-242-7666
AGCS Marine 800-558-1606
Alabama Department of Insurance 334-269-3550
Alabama Municipal Insurance Corporation 866-239-AMIC
Alfa Insurance Group 888-964-2532
Allmerica 800-628-0250
Allstate 800-54-STORM (800-547-8676)
Allstate Floridian Insurance Company 800-54-STORM (800-547-8676)
America First Insurance 877-263-7890
America’s Health Insurance Plans (AHIP) 800-644-1818
American Bankers Insurance Company 800-245-1505
American Federation Insurance Company 800-527-3907
American General Property Insurance Company of Florida 800-321-2452
American International Group, Inc. (AIG) 877-244-0304
American National Property & Casualty Company & Affiliates 800-333-2860
American Reliable Insurance Company 800-245-1505
American Security Insurance Company 800-326-2845
American Skyline Insurance Company 888-298-5224
American States Insurance Company 888-557-5010
American Strategic Insurance 866-ASI-LOSS (274-5677)
American Superior Insurance 954-577-2202
Arch Insurance 800-817-3252
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Claims Diary/Workbook
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FEMA
Individual v. Public Assistance

23
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Individual Assistance
The Individuals and Households Program (IHP) can assist those affected
by the recent storms by providing financial assistance for housing or
other needs. The program is available to all people who qualify
regardless of race, sex, religion, color or national origin. FEMA’s IHP is
available to both homeowners and renters.
The IHP has two provisions; Housing Assistance and Other Needs
Assistance.
Housing Assistance can provide funding for:
Referrals for rental housing
Financial assistance to rent a different place to live
Repairs to make the home safe, sanitary and functional
Replacement - financial assistance to replace destroyed homes
Other Needs Assistance may include funding for:
Medical, dental and funeral expenses
Essential personal property such as furniture, clothing and some
appliances
Repair or replacement of damaged vehicles
Other disaster-related expenses
24

Individual Assistance(Continued)Individual assistance can also be in the form of federal low-interest
disaster loans from the U.S. Small Business Administration (SBA) for
homeowners, renters, businesses of all sizes, and private non-profit
organizations.
Homeowners may borrow up to $200,000 to repair or replace their
primary residence. Renters and homeowners may borrow up to $40,000
to replace personal property. Up to $2 million may be borrowed by
businesses for any combination of property damage or economic injury.
The SBA also offers working capital loans to small businesses and most
private, non-profit organizations of all sizes having difficulty meeting
obligations as a result of the disaster.
For information on SBA disaster loans, call (800) 659-2955 or visit
www.sba.gov. Hearing- or speech-impared individuals may call (800)
877-8339.
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Public Assistance
Under the Public Assistance Grant Program, FEMA awards grants
to assist state and local governments and certain private
nonprofit organizations with the response to and recovery from
disasters. The program provides funding for debris removal,
implementation of emergency protective measures and
permanent restoration of infrastructure. The program also
encourages protection from future damage by providing
assistance for hazard mitigation measures during the recovery
process. The program runs on a cost share with FEMA and the
applicant who may be the state or local governments.
Public assistance is based on a partnership between FEMA, state
and local officials. FEMA is responsible for managing the
program, approving grants and providing technical ...
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Qualified Disaster Payments
Section 139 Payments
• Revenue Ruling 131, IRB 1953-15,7
• Revenue Ruling 2003-12
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REV. RUL. 2003-12, 2003-3 I.R.B. 283 (1/21/2003)
CERTAIN DISASTER RELIEF PAYMENTS ARE TAX-FREE
WASHINGTON – The Internal Revenue Service today issued guidance
holding that individuals who are disaster victims will generally not have
to pay taxes on assistance payments they receive.

Taxpayers in a Presidentially declared disaster area who receive
grants from state programs, charitable organizations or
employers to cover medical, transportation, or temporary housing
expenses do not include these grants in their income.
The Victims of Terrorism Tax Relief Act of 2001 added Section 139 to the
Internal Revenue Code, excluding from income qualified disaster relief
payments to individuals. Today's ruling explains how that and other tax
law sections apply in hypothetical disaster situations.
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Qualified Disaster Payments
A qualified disaster relief payment includes an amount (to the
extent not compensated by insurance or otherwise) paid to or for
the benefit of an individual:
• To reimburse or pay reasonable and necessary personal,
family, living, or funeral expenses incurred as a result of a
qualified disaster (which includes a federal disaster),
• To reimburse or pay reasonable and necessary expenses
incurred to repair or rehabilitate a personal residence
(including a rented residence) or repair or replace its contents
to the extent that the need for the work results from a qualified
disaster, and
• If the amount is paid by a federal, state, or local government, or
an agency or instrumentality of those governments, in
connection with a qualified disaster in order to promote the
general welfare (but not if payments are made to businesses or
for income replacement or unemployment compensation).
29
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IRS Filing Issues and Dates
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The postponement of time to file and pay does not
apply to information returns in the W-2, 1098, 1099
series, or to Forms 1042-S or 8027. Penalties for failure
to timely file information returns can be waived under
existing procedures for reasonable cause. Likewise,
the postponement does not apply to employment and
excise tax deposits. The IRS, however, will abate
penalties for failure to make timely employment and
excise tax deposits due on or after August 23, 2017,
and before September 8, 2017, will be abated as long
as the tax deposits were made by September 7, 2017.
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Tax Return Filings
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Code Section 7508A
•Section 7508A provides the Secretary of Treasury with
authority to postpone the time for performing certain
acts under the internal revenue laws for a taxpayer
affected by a federally declared disaster as defined in
section 165(h)(3)(C)(i), or
•A terrorist or military action ……..
•The Secretary may specify a period of up to one year
may be disregarded in determining, …., in respect of
any tax liability of such taxpayer whether the
performance of acts were performed within the time
prescribed without regard to extension….
•Special rules regarding pensions
34

Taxpayer Acts Eligible for Relief
• Filing of returns
• Payment of tax
• Contributions to
retirement plan
• Filing of a Tax
Court Petition
• Filing of a claim
for refund

• Bringing a
lawsuit upon a
claim for
credit/refund of
tax
• All eligible acts
listed in Rev.
Proc. 2007-56
(http://www.irs.gov/irb/
2007-34_IRB/ar13.html)
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Affected Taxpayers
Any individual, any business entity or sole proprietor:
• whose principal residence or principal place of
business, is located in the covered disaster area
• who is a relief worker affiliated with a recognized
government or philanthropic organization and who
is assisting in the covered disaster area
• whose principal residence or principal place of
business, is not located in the covered disaster
area, but whose records necessary to meet a filing
or paying deadline are maintained in the covered
disaster area
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Affected Taxpayers (cont’d)
• Any estate or trust that has tax records necessary to
meet a filing or paying deadline in a covered disaster
area
• The spouse of an affected taxpayer, solely with
regard to a joint return of the husband and wife
• Any individual visiting the covered disaster area who
was killed or injured as a result of the disaster
• Any other person determined by the IRS to be
affected by a federally declared disaster

39
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Government Acts Eligible for Relief
• Assessing tax
• Giving or making any notice or demand for
payment of tax, or… to any liability to the US
in respect of any tax
• Collecting, by levy or otherwise, of any
liability
• Bringing suit ……
• Allowing a credit or refund
• Any other acts specified in a revenue ruling,
revenue procedure, notice, or other
guidance
40

What May Be Postponed
Under Code Sec. 7508A, IRS gives affected taxpayers until the extended
date (specified by county, below) to file most tax returns (including
individual, estate, trust, partnership, C corporation, and S corporation
income tax returns; estate, gift, and generation-skipping transfer tax
returns; and employment and certain excise tax returns), or to make tax
payments, including estimated tax payments, that have either an original
or extended due date falling on or after the onset date of the disaster
(specified by county, below), and on or before the extended date.
IRS also gives affected taxpayers until the extended date to perform
other time-sensitive actions described in Reg. § 301.7508A-1(c)(1) and
Rev Proc 2007-56, 2007-34 IRB 388, that are due to be performed on or
after the onset date of the disaster, and on or before the extended date.
This relief also includes the filing of Form 5500 series returns, in the way
described in Rev Proc 2007-56, Sec. 8. Additionally, the relief described in
Rev Proc 2007-56, Sec. 17, relating to like-kind exchanges of property,
also applies to certain taxpayers who are not otherwise affected
taxpayers and may include acts required to be performed before or after
the period above.
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Key Terms of §301.7508A-1
•Federally declared disaster area
•Relief from interest, penalties, additional
amounts, or additions to tax during
postponement period
•Acts eligible for relief
•Affected taxpayers

42
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https://www.irs.gov/businesses/small-businesses-self-employed/faq-for-disaster-victims-affectedtaxpayer-and-records-necessary-to-meet-a-deadline-for-filing-and-paying

Definition of an Affected Taxpayer
A taxpayer does not have to be located in a federally declared disaster area to be an
“affected taxpayer.” Taxpayers are “affected” if records necessary to meet a filing or
payment deadline postponed during the relief period are located in a covered disaster
area.
An affected taxpayer can be:
An individual
Any business entity or sole proprietor
Any shareholder in an S Corporation
Q: Does disaster relief apply to me if my tax preparer is in a disaster area but I’m
not?
Disaster relief applies to tax preparers who are unable to file returns or make payments
on behalf of the client because of the disaster. Therefore, if you are a taxpayer outside of
the disaster area, you may qualify for relief if:
your preparer is in the disaster area, and
the preparer is unable to file or pay on your behalf.
To get the postponement for filing or payment, you must:
Call the Disaster Assistance Hotline at 1-866-562-5227
Explain that your necessary records are located in a covered disaster area
Provide the FEMA Disaster Number of the county where your tax preparer is located
43
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https://www.irs.gov/businesses/small-businesses-self-employed/faq-for-disastervictims-affected-taxpayer-and-records-necessary-to-meet-a-deadline-for-filingand-paying

(10/11) Q: I own an interest in a partnership, or I am a shareholder in an S
Corporation that is located in a federally declared disaster area. However, I do
not live in the disaster area myself. I rely on information (Schedule K-1) from
the partnership or S Corp to file my tax return. Do I qualify as an affected
taxpayer for purposes of receiving filing and payment relief?
Yes. If the affected partnership or S Corp cannot provide you the records
necessary to file your return then you’re also an affected taxpayer. Your filing
and payment deadlines are postponed until the end of the postponement
period just like the affected partnership or S Corp.
To get the postponement for filing or payment, you must:
Call the Disaster Assistance Hotline at 1-866-562-5227
Explain that your necessary records are located in a covered disaster area
Provide the FEMA Disaster Number of the county where the affected
partnership or S Corp is located
See Treas. Reg. § 301.7508A-1 and Rev. Proc. 2007-56 for a list of taxpayer
acts that may be postponed in response to a federally declared disaster
44

From IRS:
The IRS automatically identifies taxpayers located
in the covered disaster area and applies automatic
filing and payment relief. But affected taxpayers
who reside or have a business located outside the
covered disaster area must call the IRS disaster
hotline at 1-866-562-5227 to request this tax relief.

45

22

11/8/2017

7508A Information on Filing Returns

“The later of the extended due
date or the end of the
postponement period”
(Example-October 15th(extended due date) or January
31st(end of postponement period)

46

7508A Information on Payments
Example 6. (i) A is an unmarried, calendar year taxpayer whose
principal residence is located in County W in State Q. A intends to
file a Form 1040 for the 2008 taxable year.
The return is due on April 15, 2009. A timely files Form 4868,
"Application for Automatic Extension of Time to File U.S.
Individual Income Tax Return.“
Due to A's timely filing of Form 4868, the extended filing deadline
for A's 2008 tax return is October 15, 2009.
Because A timely requested an extension of time to file, A will not
be subject to the failure to file penalty under section 6651(a)(1), if
A files the 2008 Form 1040 on or before October 15, 2009.
However, A failed to pay the tax due on the return by April 15,
2009, and did not receive an extension of time to pay under
section 6161. Absent reasonable cause, A is subject to the failure
to pay penalty under section 6651(a)(2) and accrual of interest.
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Casualty Losses
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Casualty Losses
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Casualty
•“Casualty” = “the damage, destruction, or loss of
property resulting from an identifiable event that is
sudden, unexpected, or unusual,”
•Such as an “accident, a mishap, [or] some sudden
invasion by a hostile agency.”
•For example, property that is lost or misplaced does
not give rise to a casualty loss unless it results from
an event that is: (1) identifiable; (2) damaging to
property; and (3) sudden, unexpected, or unusual in
nature.
50
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Basis, Basis, Basis
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Start with the Adjuster’s Report
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Start with the Adjuster’s Report
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Personal Casualty Losses
•Loss is smaller of adjusted basis in property or
decrease in FMV of property as a result of casualty
•Loss must be reduced by insurance and other
proceeds (including FEMA payments) which may
convert the loss into a gain in some instances
•Example would be insurance paying replacement
cost instead of depreciated value of FMV
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General Rules
• IRC Code Section 165(a):
“There shall be allowed as a deduction any loss
sustained during the taxable year and not
compensated for by insurance or otherwise.”
• IRS Regulation Section 1.165-7(b).
The loss is the lesser of
The decrease in FMV (before and after)
The adjusted basis
• General rule-Unless a total loss of business use
property, then basis – salvage value – insurance
55
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Insurance Recovery (Reimbursement)
•Loss must be reduced by the amount of insurance
taxpayer expects to receive.
•
•Insurance claim must be filed for loss of personal
use property (except for the deductible)
•Property insurance can result in a gain.
•Effect of recovery for an amount other than
expected is taken in the year of the recovery

56

Amount of Loss
IRS Regulation 1.165-7(a)(2).
Change in Fair Market Value is determined by
competent appraisal that recognizes the
effects of any general market decline which
may occur simultaneously with the casualty, in
order to limit the deduction to the actual loss
resulting from damage to the property.

57
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Definitions
•IRS Regulation 1.1657(a)(2)(i) indicates an
independent appraisal by
a qualified appraiser is
mandatory in most
situations

•Regulation 1.165-7(b)(1)(i)
indicates the decrease in
FMV is the difference
between the property’s
value immediately before
and immediately after the
casualty
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What is Immediately Before and
Immediately After?
FAQs for Disaster Victims - Casualty Loss (Valuations
and Sections 165 (i)
http://www.irs.gov/businesses/small/article/0,,id=17113
8,00.html
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Tax Section
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Cost of Repairs as Evidence of Loss
•If, repairs are necessary to restore the
property to its condition immediately before
the casualty,
•the amount spent is not excessive,
•the repairs do not care for more than the
damage suffered, and
•the value of the property after the repairs
does not as a result of the repairs exceed the
value of the property immediately before the
casualty
64
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66

Business Losses
•Limited to Basis for total destruction
•Partial losses are calculated in the same
manner as they are for personal casualties
•The loss is the decline in the value of the
property, limited to the adjusted basis as
reduced by salvage value, insurance and other
recoveries.
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Issues for Business Property
•Can have gain from insurance
•Gain may be deferred
•Depreciation recapture
•Section 179 recapture
•Code Section 1033 provisions
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Section 165(i) Elections
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Involuntary Conversions
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Involuntary Conversions
•Federally declared disaster areas:
•The period in which a taxpayer may replace
involuntarily converted property is two years.
•Four years in the case of personal residence Code
Section 1033(h)(1)(B).
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121 Exclusion
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Personal Property
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Practice Tips
•Get a copy of insurance adjuster’s report
•Clients are unable to reconstruct basis
•Do you take into consideration a factor for
forgotten/not listed items?
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Disaster Relief and FAA Act of 2017
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HR 3823
https://www.congress.gov/115/bills/hr3823/BILLS115hr3823enr.pdf
SEC. 501. DEFINITIONS.
(a) HURRICANE HARVEY DISASTER ZONE AND DISASTER
AREA.—
For purposes of this title—
(1) HURRICANE HARVEY DISASTER ZONE.—The term ‘‘Hurricane
Harvey disaster zone’’ means that portion of the Hurricane Harvey
disaster area determined by the President to warrant individual or
individual and public assistance from the Federal Government
under the Robert T. Stafford Disaster Relief and Emergency
Assistance Act by reason of Hurricane Harvey.
(2) HURRICANE HARVEY DISASTER AREA.—The term ‘‘Hurricane
Harvey disaster area’’ means an area with respect to which a
major disaster has been declared by the President before
September 21, 2017, under section 401 of such Act by reason of
Hurricane Harvey.
78

HR 3823
https://www.congress.gov/115/bills/hr3823/BILLS115hr3823enr.pdf
((A) IN GENERAL.—The term ‘‘qualified individual’’ means any
qualified Hurricane Harvey individual, any qualified Hurricane
Irma individual, and any qualified Hurricane Maria individual.
(B) QUALIFIED HURRICANE HARVEY INDIVIDUAL.—The term
‘‘qualified Hurricane Harvey individual’’ means an individual
whose principal place of abode on August 23, 2017, is located in
the Hurricane Harvey disaster area and who has sustained an
economic loss by reason of Hurricane Harvey.
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Personal Casualty Losses
• Prior law, casualty losses are taken as an itemized
deduction subject to a $100 reduction per loss
occurrence. The total annual deduction for all
personal casualty and theft losses is further limited
to that amount which exceeds 10 percent of the
taxpayer's adjusted gross income.
• The Disaster Relief and FAA Act of 2017 modifies the
reduction to $500 per occurrence but eliminates the
need to exceed 10 percent of adjusted gross
income. In addition, for taxpayers who do not
itemize, the standard deduction is increased by the
amount of the disaster loss.
80

(b) SPECIAL RULES FOR QUALIFIED DISASTER-RELATED PERSONAL
CASUALTY LOSSES.—
(1) IN GENERAL.—If an individual has a net disaster loss for any taxable
year—
(A) the amount determined under section 165(h)(2)(A)(ii) of the Internal
Revenue Code of 1986 shall be equal to the sum of—
(i) such net disaster loss, and
(ii) so much of the excess referred to in the matter preceding clause (i)
of section 165(h)(2)
(A) of such Code (reduced by the amount in clause (i) of this
subparagraph) as exceeds 10 percent of the adjusted gross income of
the individual,
(B) section 165(h)(1) of such Code shall be applied by substituting
‘‘$500’’ for ‘‘$500 ($100 for taxable years beginning after December 31,
2009)’’,
(C) the standard deduction determined under section 63(c) of such
Code shall be increased by the net disaster loss, and
(D) section 56(b)(1)(E) of such Code shall not apply to so much of the
standard deduction as is attributable to the increase under
subparagraph (C) of this paragraph.
81
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2) NET DISASTER LOSS.—For purposes of this subsection, the term ‘‘net
disaster loss’’ means the excess of qualified disaster-related personal
casualty losses over personal casualty gains (as defined in section
165(h)(3)(A) of the Internal Revenue Code of 1986).
(3) QUALIFIED DISASTER-RELATED PERSONAL CASUALTY LOSSES.—
For purposes of this subsection, the term ‘‘qualified disaster-related
personal casualty losses’’ means losses described in section 165(c)(3) of
the Internal Revenue Code of 1986—
(A) which arise in the Hurricane Harvey disaster area on or after August
23, 2017, and which are attributable to Hurricane Harvey,
(B) which arise in the Hurricane Irma disaster area on or after September
4, 2017, and which are attributable to Hurricane Irma, or
(C) which arise in the Hurricane Maria disaster area on or after
September 16, 2017, and which are attributable to Hurricane Maria.
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Retirement Funds
Tax favored withdrawals. An exception to the 10-percent early withdrawal penalty
applies to qualified distributions from a qualified retirement or annuity plan, or an
IRA. The qualified distribution may be included in income ratably over three years,
or may be recontributed to an eligible retirement plan within three years. Qualified
distributions include distributions made on or after the disaster date, and before
January 1, 2019, to an individual whose principal residence is in the disaster area
and who has sustained an economic loss by reason of the relevant hurricane.
Such distributions are limited to $100,000.
Recontributions of withdrawals for home purchases. Individuals who received
certain distributions from qualified plans after February 28, 2017, and before
September 21, 2017, which was intended to be used to purchase or construct a
principal residence in the Hurricane Harvey, Irma or Maria disaster areas but could
not do so because of the hurricane may recontribute the amount to the retirement
plan. The recontribution of the distribution may be made without tax or penalty if it
is recontributed between August 23, 2017 and February 28, 2018.
Loans from qualified plans to individuals sustaining an economic loss. The
Disaster Relief and FAA Act of 2017 provides an exception to the income inclusion
rule for loans from a qualified employer plan if the loan is to an individual whose
principal residence on the disaster date, is located in the disaster area and who
has sustained an economic loss by reason of the hurricanes. The exception only
applies to the extent that the loan (when added to the outstanding balance of all
other loans to the participant from all plans maintained by the employer) does not
exceed $100,000.
83

41

11/8/2017

Special Rule for Determining Earned Income.
Individuals whose principal residence was in a
hurricane disaster area and who is displaced as a
result may elect to calculate their refundable child tax
credit and earned income credit for 2017 by using their
earned income from the preceding tax year.
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Charitable Contributions
Charitable contributions. Individuals are allowed to
elect to temporarily suspend for all "qualified
contributions" the 50-percent contribution base
limitation, and the limitation on overall itemized
deductions. Qualified contributions means
Any cash contribution made beginning on August 23,
2017, and ending on December 31, 2017;
for relief effort in the Hurricanes Harvey, Irma, and
Maria disaster areas; and
for which the taxpayer has obtained contemporaneous
written acknowledgement.
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Employee Retention Credit
The employee retention credit allows eligible
employers in the hurricane disaster areas a 40-percent
credit for qualified wages paid to eligible employees.
The amount of qualified wages which may be taken
into account for any one eligible employee is limited to
$6,000. The credit is part of the current year business
credit and therefore is subject to tax liability
limitations. This credit does not apply to wages paid to
employee-owners who own more than fifty percent of
the business.
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An eligible employer is any employer that conducted
an active trade or business in a hurricane disaster area
which, as a result of damage sustained by reason of
the hurricanes, became inoperable on any day from
the applicable disaster date, and before January 1,
2018. For Hurricane Harvey, the disaster date is August
23, 2017; for Hurricane Irma, the date is September 4,
2017; and for Hurricane Maria the date is September
16, 2017.
Eligible employees are employees whose principal
place of employment on the applicable disaster date
was with the eligible employer in a hurricane disaster
area.
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Qualified wages are wages paid or incurred by an eligible
employer with respect to an eligible employee on any day after
the applicable disaster date, and before January 1, 2018, during
the period:
beginning on the date on which the trade or business first
became inoperable at the principal place of employment of the
employee immediately before the hurricane and
ending on the date on which such trade or business has resumed
significant operations at such principal place of employment.
Qualified wages include wages paid without regard to whether the
employee performs no services, performs services at a different
place of employment other than the principal place of
employment, or performs services at the principal place of
employment before significant operations have resumed.
Employers cannot claim a retention credit and a Work
Opportunity Credit for the same employee.
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Questions
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Thank You
Presented by:
Gerard H. Schreiber, Jr.
ghschreiber@bellsouth.net
504-832-1819
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