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Natural disasters have impacted many Americans in 2024, causing damage to homes and personal property.
When disaster strikes, understanding the tax implications can be crucial.

But what qualifies as a casualty loss for tax purposes?

Understanding Casualty Losses for Tax Purposes

According to the IRS, a personal casualty is a damage or loss from a sudden, unexpected, or unusual event.
Examples include:

Hurricanes

Tornadoes

Floods

Earthquakes
e Fires

Acts of vandalism or terrorism

However, not every disaster-related loss qualifies for a tax deduction.
The Rules for Claiming Personal Casualty Losses

Through 2025, personal casualty losses are deductible only if:

1. You itemize deductions on your tax return.
2. The loss stems from a federally declared disaster.
The Exception: Casualty Gains

Suppose you experience personal casualty gains (where your insurance reimbursement exceeds the tax basis of
the damaged or destroyed property). In that case, you may deduct personal casualty losses unrelated to a
federally declared disaster, but only up to the amount of your gains.

Claiming a Refund for Casualty Losses

For losses caused by federally declared disasters, a special election allows you to:

e Deduct the loss on the tax return for the preceding year.

e Claim a refund for that earlier year.

If you've already filed your return for the preceding year, you can still claim the deduction by filing an amended
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return.

Deadlines and Filing Details

e The election to deduct the loss must be made within six months of the tax return’s due date (not including
extensions) for the year of the disaster.

e The election must be filed on the preceding year’s original or amended return.

Staying mindful of these timelines is critical to taking advantage of this deduction.

Need Guidance?

Understanding the nuances of casualty loss tax rules can be complex. Contact our team with your questions,

and let us help you navigate the process.
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