

















6. S. 531—Senator Heflin
Tax Credit for Planting of Certain Pecan Trees

Present law

Under present law, a corporation may deduct the amount of prop-
erty losses sustained during the taxable vear which are not insured
or otherwise recoverable (sec. 165). An individual may deduct the
amount of an unrecoverable loss incurred in a trade or business, in a
transaction entered into for profit, or (subject to a $100 floor per oc-
currence) as a casnalty or theft loss (sec. 165(¢) ).

In the case of partial loss caused by casnalty, the amount of the loss
equals the difference between the value of the property immediately
preceding the casualty and its value immediately thereafter (Treas.
Reg. §1.165-7(b) ). However, the deduction cannot exceed the prop-
erty’s adjusted basis (sec. 165(b)). If business or income-producing
property is completely destroyed, the amount deductible is the adjusted
basis of the property (Treas. Reg. § 1.165-7(b)).

The Internal Revenue Service has held that the costs of trees and
other capital costs incurred in their development become eligibie for
the investment tax credit when they have reached the income-produc-
ing stage.!

Issue

The issue is whether taxpayers whose pecan trees were destroyed
by Huwrricane Frederick, in September 1979, should be given a tax
credit for replacing those trees.

Explanation of the bill
The bill would provide taxpayers with a nonrefundable tax credit
for expenses involved in the planting of pecan t1ees for the purpose of
replacing pecan trees destroyed in September 1979 by Hurricane
Frederick. The amount of the credit would be $10 per pecan tree.
Excess credits could be carried forward to succeeding taxable years.

Effective date

The credit generallv would be available to taxpayers in taxable
years beginning after December 31, 1980, and before January 1, 1986.
However, in the case of a taxpayers first taxablc year beginning after
December 31, 1980, the credit would be available for expenses in-
curred after August 31,1979.

Revenue effect _
The estimate of the revenne effect of the bill is not yet available.

1 Rev. Rul. 65-104, 1965-1 CB28, as clarified by Rev. Rul. 66-183, 19662 CB47.
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