
Freeze, drought raise casualty questions 
Nursery firms will be facing 

questions this year as to the avail-
abil i ty of Federa l income tax 
casualty loss deductions, due to the 
recent cold winter conditions in the 
North and East and continuing 
drought in the West. The American 
Association of Nurserymen's legal 
counsel offers this advice: 

The IRS take the position that 
damage caused by drought cannot 
be deductible casualty loss, since it 
does not occur suddenly. Neverthe-
less, some courts have allowed such 
deductions, and taxpayers may wish 
to seek legal or accounting advice on 
their allowability in appropriate 
cases. 

The IRS does not recognize that 
plant damage caused by freezing 

conditions can be a deductible cas-
ualty loss, where the freeze is un-
usual. This depends on normal 
condition in the particular area. 

The amount of allowable deduc-
tion differs depending on whether 
the damaged property is inventory 
property or is customer property. In 
the case of customer property, it dif-
fers further depending on whether 
the property is used in a business or 
represents landscaping of a home or 
other non-business property. 

Inventory losses not covered by 
insurance do not generate a cas-
ualty loss deduction because they 
will automatically result in a greater 
deduction for cost of good sold. 

When covered by insurance, 
inventory losses may either be re-

flected in cost of goods sold based 
on closing inventory, with inclusion 
of the insurance recovery as gross 
income; or alternately, the taxpayer 
may ignore the insurance recovery 
and remove the loss from the cost of 
goods sold. 

In the case of landscaping on a 
customer's business premises, the 
taxpayer may claim a loss based on 
the "before" and "af ter" value of 
the damaged plants, but the loss 
may not exceed the adjusted basis 
(depreciated cost.) 

Where the plants represent land-
scaping on non-business property, 
the legal question is the amount of 
loss reflected in the "before" and 
"af te r" value of the entire prem-
ises. • 

Most good golf courses, parks and home lawns 
have something in common - FINE LEAFED FESCUE 

Oregon Fine Feseue - thrives in sltady arras, does well in dry spells, 

germinates fast and blends well. Its straight-growing habit holds 

the grass up for even mowing, and Oregon grown Red Fescue 

even creeps to cover the spots left when other grasses fail. 

the grass seed on which 
the best mixes are built. 

For a brochure and sample, write: Oregon Fine Fescue 1349 Capitol N.E. Salem, Oregon 97303 


