PACE ¢ VWOOTEN, PA Charles M. Pace, CPA

CERTIFIED PUBLIC ACCOUNTANTS K. Brad Wooten, CPA
2809 Village Way P: 252.633.5096
New Bern, NC 28562 F: 252.633.6901

Dear dient,

Considering the fact that our area recently experienced major |osses due to
Hurricane lrene, we felt that this information may be beneficial to you.
Therefore, we are sending out this special notice in addition to our regular
nmonthly newsletter. |If you have questions, please do not hesitate to contact us.

If this information applies to you, please take the tinme to document your | osses
so that you can receive the full tax benefit you are entitled to. You can do so
with pictures, receipts, insurance clains, etc

The following information has been re-printed, with permssion, from our Thonson
Reuters RI A research material s.

Taxpayers who experience certain types of major personal casualties may be able
to recoup sone of their |osses through tax savings.

An item zed deduction nmay be available for personal |osses from fires, storns,
car accidents, and simlar “sudden, unexpected, or unusual” events. Losses from
theft are included as well

The deduction is only available for physical danmage or |loss to your property.
Thus, if you are in an autonobile accident and pay for the danage done to the
other driver's car, the cost does not qualify. Simlarly, if you're injured in
the accident, your nmedical bills do not qualify as part of your casualty |oss
(although they may result in a medical expense deduction).

Figuring the loss. The loss is not always the decline in economc value you
suffer. It's neasured as the lesser of (a) the drop in value and (b) your basis
in the property (usually, your cost).

Exanpl e: Dan bought an antique vase for $500 which rose in value to $3,000. It
was danmaged in a fire after which it was worth only $1,000. For tax purposes, the
casualty loss is only $500, even though the economc |oss was $2,000 ($3,000 -
$1,000). The |esser of cost ($500) and drop in value ($2,000) is used.

It may be difficult to establish these elenents. If you have your origina
recei pt, you can show your cost. |In sone cases, appraisals will be needed to
establish pre— and post -l oss values. Sonetinmes, repair costs can be used as a
nmeasure of drop in val ue.

Limtations on the deduction. The loss figure nmust be reduced by three anounts.
In many cases, these reductions result in no deduction being avail able.

First, to the extent you are insured, you must reduce your |oss by your
rei nbursenent. However, you shouldn't fail to file an insurance claimin the hope
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of increasing your deduction. If you do, IRS will reduce your |oss by the
i nsurance rei nbursenent you could have received

Next, for each casualty, you nust reduce your |oss anmount by $100. Note that this
reduction is per “event,” not per item danmaged. Thus, if a storm knocks over a
tree that damages your car and home, you have three property |osses (tree, car,
house) and only one reduction

Third, after conmbining all your |osses under the above guidelines, you nust
reduce them by 10% of adjusted gross incone (Ad). Only the |oss anount above
this “floor” can be deduct ed.

This final limtation is often the one that w pes out the deduction. For exanple,
if your AQ is $75,000, your losses (determ ned as described above) are only
deductible to the extent they exceed $7,500 (10% of $75, 000).

Wen to take the deduction. Except for “disaster |osses,” the deduction is taken
in the year the loss is incurred (or, for a theft, the year it's discovered). If
your loss is froma disaster in a federally declared disaster area, you can el ect
to take your loss in the year before it was incurred. This may increase the tax
savings fromthe loss and may entitle you to a refund earlier than if you waited
to file the loss year's return

Non-item zers can't take casualty |oss deduction. Individual taxpayers who don't
item ze deductions can't deduct their casualty |osses.

The North Carolina Departnment of Revenue has announced that it will offer relief
for victims of Hurricane Irene in the following counties declared a federa

di saster area: Beaufort, Carteret, Craven, Dare, Halifax, Hyde, Lenoir, Panlico,
and Tyrrell. The relief is simlar to that granted by the Internal Revenue
Service and includes the waiver of the filing and paynent penalties for

busi nesses or individuals that had a filing and/ or paynent requirenent for any
North Carolina tax due on or after August 25, 2011 and on or before Cctober 31
2011, as long as the return is filed and the tax paid by Cctober 31, 2011. In
order to nmake sure penalties are not assessed, taxpayers are advised to include
Form NC-5500 with the late paynment or return and check the block for “natura

disaster” as well as filling in all the required information. If such formis not
sent along with the payment or return, Form NC-5500 can be conpleted later if the
taxpayer is assessed a penalty. In addition, the Departrment will suspend forced

collection actions, including the issuance of garnishnents, tax warrants, and
certificates of tax liabilities, for taxpayers in the declared disaster area
until COctober 31, 2011. Finally, taxpayers located in the counties declared
federal disaster areas may elect to claima disaster-related casualty |oss on
either their 2010 or 2011 North Carolina incone tax returns, and should wite
“Hurricane Irene” in black ink at the top left of the form (NCDOR Tax Relief for
Victins of Hurricane lIrene: Sonme Deadlines Extended, N. C. Dept. of Rev.,

09/ 01/ 2011)

The following information has been re-printed fromthe IRS website.
NC- 2011-58, Sept. 1, 2011

GREENSBORO —Victins of Hurricane Irene that began on Aug. 25, 2011 in parts of
North Carolina may qualify for tax relief fromthe Internal Revenue Service
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The President has declared the following counties a federal disaster area:
Beaufort, Carteret, Craven, Dare, Halifax, Hyde, Lenoir, Pamico, and Tyrrell

I ndi vidual s who reside or have a business in these counties nmay qualify for tax
relief.

The declaration permts the IRS to postpone certain deadlines for taxpayers who
reside or have a business in the disaster area. For instance, certain deadlines
falling on or after Aug. 25, and on or before Cct. 31, have been postponed to
Cct. 31, 2011. This includes corporations and other businesses that previously
obtai ned an extension until Sept. 15 to file their 2010 returns, and individuals
and businesses that received a simlar extension until OCct. 17. It also includes
the estimated tax paynment for the third quarter, nornally due Sept. 15.

The IRS automatically identifies taxpayers located in the covered disaster area
and applies automatic filing and paynent relief. But affected taxpayers who

resi de or have a business |ocated outside the covered disaster area nust call the
IRS disaster hotline at 1-866-562-5227 to request this tax relief.

Covered Disaster Area

The counties listed above constitute a covered disaster area for purposes of
Treas. Reg. 8§ 301.7508A-1(d)(2) and are entitled to the relief detail ed bel ow

Af fected Taxpayers

Taxpayers considered to be affected taxpayers eligible for the postponenent of
time to file returns, pay taxes and perform other tinme-sensitive acts are those
taxpayers listed in Treas. Reg. 8§ 301. 7508A-1(d)(1), and include individuals who
live, and businesses whose principal place of business is located, in the covered
di saster area. Taxpayers not in the covered disaster area, but whose records
necessary to neet a deadline listed in Treas. Reg. 8§ 301.7508A-1(c) are in the
covered disaster area, are also entitled to relief. In addition, all relief
workers affiliated with a recognized government or philanthropic organization
assisting in the relief activities in the covered disaster area and any

i ndividual visiting the covered disaster area who was killed or injured as a
result of the disaster are entitled to relief.

G ant of Relief

Under section 7508A, the IRS gives affected taxpayers until Cct. 31 to file nost
tax returns (including individual, corporate, and estate and trust incone tax
returns; partnership returns, S corporation returns, and trust returns; estate,
gift, and generation-skipping transfer tax returns; and enploynent and certain
excise tax returns), or to nmake tax paynents, including estimted tax paynents,
that have either an original or extended due date occurring on or after Aug. 25
and on or before Cct. 31.

The IRS also gives affected taxpayers until Oct. 31 to perform other tine-
sensitive actions described in Treas. Reg. 8§ 301. 7508A-1(c)(1) and Rev. Proc.
2007-56, 2007-34 |.R B. 388 (Aug. 20, 2007), that are due to be performed on or
after Aug. 25 and on or before Cct. 31.

This relief also includes the filing of Form 5500 series returns, in the manner
described in section 8 of Rev. Proc. 2007-56. The relief described in section 17
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of Rev. Proc. 2007-56, pertaining to |ike-kind exchanges of property, also
applies to certain taxpayers who are not otherw se affected taxpayers and nay
include acts required to be performed before or after the period above.

The postponenent of tine to file and pay does not apply to information returns in
the W2, 1098, 1099 series, or to Forns 1042-S or 8027. Penalties for failure to
timely file information returns can be waived under existing procedures for
reasonabl e cause. Likew se, the postponenent does not apply to enploynment and
exci se tax deposits. The IRS, however, will abate penalties for failure to nake
timely enploynment and excise tax deposits due on or after Aug. 25 and on or
before Sept. 9 provided the taxpayer makes these deposits by Sept. 9.

Casualty Losses

Affected taxpayers in a federally declared disaster area have the option of
claimng disaster-related casualty |losses on their federal inconme tax return for
either this year or last year. Caimng the loss on an original or anmended return
for last year will get the taxpayer an earlier refund, but waiting to claimthe
loss on this year’s return could result in a greater tax saving, depending on

ot her inconme factors.

I ndi vidual s may deduct personal property |osses that are not covered by insurance
or other reinbursenents. For details, see Form 4684 and its instructions.

Affected taxpayers claimng the disaster loss on last year’s return should put
the D saster Designation “North Carolina/Hurricane Irene” at the top of the form
so that the IRS can expedite the processing of the refund.

G her Relief

The IRS will waive the usual fees and expedite requests for copies of previously
filed tax returns for affected taxpayers. Taxpayers should put the assigned

D saster Designation in red ink at the top of Form 4506, Request for Copy of Tax
Return, or Form 4506-T, Request for Transcript of Tax Return, as appropriate, and
submt it to the IRS.

Affected taxpayers who are contacted by the IRS on a collection or exam hation
matter should explain how the disaster inpacts them so that the I RS can provide
appropriate consideration to their case.

Taxpayers may download forns and publications fromthe official IRS website,
irs.gov, or order them by calling 1-800- TAX- FORM (1-800-829-3676). The IRS toll -
free nunber for general tax questions is 1-800-829-1040.
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