8526.  What are the tax consequences to a taxpayer who has both personal (nonbusiness) casualty (or theft) gains and losses for the same tax year?

If a taxpayer has both personal casualty (or theft) gains and losses for the tax year, the taxpayer is required to offset (net) those casualty losses with any casualty gains for the year. 
 If a taxpayer has casualty or theft gains as well as losses to personal-use property, the taxpayer must compare his total gains to his total losses after he has reduced each loss by any reimbursements and by $100, but before he has reduced the losses by 10% of his adjusted gross income. 

If the taxpayer’s personal casualty losses for the year exceed personal casualty gains for the year, a deduction is allowable to the extent of the sum of the following:
(1)
The amount of personal casualty gains for the tax year; plus

(2)
So much of the excess as exceeds 10 percent of the taxpayer’s adjusted gross income for the tax year.

If the taxpayer’s casualty gains for the tax year exceed casualty losses, the gain or loss is treated as though it resulted from the sale or exchange of capital assets (see Q 8543).
 As such, any gains will be taxed at the rates applicable to short-term capital assets or long-term capital assets, depending upon how long the taxpayer held the asset (see Q 8550).
If the taxpayer’s casualty losses for the tax year exceed casualty gains, all gains and losses are treated as ordinary gains or losses.
These rules apply to both casualty losses and theft losses.

�.	IRC Sec. 165(h)(2)(A).


�.	IRC Sec. 165(h)(2)(B).


�.	IRC Sec. 165(h)(4)(A).





