8623.  When will a taxpayer’s otherwise allowable casualty loss deduction be disallowed?  How does a taxpayer’s eligibility to file an insurance claim with respect to the loss impact the availability of the deduction?

In general, a casualty loss deduction is only allowable to the extent that the taxpayer is not otherwise compensated for the loss by insurance or reimbursement from another third party. 
However, if a taxpayer’s casualty loss would have been covered by insurance, but the taxpayer fails to file a timely insurance claim with respect to the loss, the casualty loss deduction will be disallowed regardless of whether the taxpayer actually receives any insurance proceeds as compensation for the loss.
 Thus, if a taxpayer chooses not to file an insurance claim with respect to a loss, the casualty loss deduction will be limited to the portion of the loss that would not have been covered by insurance.
Further, a taxpayer is not entitled to deduct an otherwise allowable casualty loss if the loss has already been claimed for estate tax purposes on an estate tax return.

�.	IRC Sec. 165(h)(5)(E).


�.	IRC Sec. 165(h)(5)(D).





