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Coleman v. Commissioner, 76 T. C. 580 (1981)

Losses caused by disease do not qualify as deductible casualty losses under IRC
Section 165(c)(3).

Summary

Arthur Coleman sought a casualty loss deduction for an elm tree lost to Dutch elm
disease. The U. S. Tax Court held that disease does not constitute a casualty under
IRC  Section  165(c)(3),  which  requires  a  sudden,  unexpected  event.  The  court
distinguished this from cases involving insect damage, emphasizing that Dutch elm
disease, transmitted by beetles, is a progressive deterioration rather than a sudden
event.  Following  precedent  from Burns  v.  United  States,  the  court  ruled  that
disease-related losses are not  deductible,  reinforcing a narrow interpretation of
casualty loss provisions.

Facts

Arthur  Coleman  purchased  a  home  in  Birmingham,  Michigan,  in  1970,  which
included a  60-foot  elm tree.  In  1977,  this  tree  was diagnosed with  Dutch elm
disease, a fungal infection transmitted by elm bark beetles or root grafts. Despite
regular  maintenance,  including  spraying  with  Methoxychlor  and  injecting  with
Lignasan, the tree showed symptoms in June 1977 and was subsequently removed in
August at a cost of $380. Coleman sought a casualty loss deduction of $2,640 for the
tree on his 1977 tax return, which the IRS disallowed.

Procedural History

Coleman filed a petition with the U. S.  Tax Court after the IRS disallowed his
casualty loss deduction. The Tax Court, bound by Sixth Circuit precedent, followed
Burns v. United States, which held that disease does not qualify as a casualty loss.
The court disallowed Coleman’s deduction and ordered a computation under Rule
155 due to Coleman’s concession of another unrelated casualty loss.

Issue(s)

1. Whether loss of property due to disease qualifies as a casualty loss under IRC
Section 165(c)(3).

Holding

1. No, because disease does not exhibit the characteristics of a sudden, unexpected,
and accidental event required for a casualty loss under IRC Section 165(c)(3).

Court’s Reasoning

The Tax Court applied the ejusdem generis rule to interpret “other casualty” in IRC



© 2025 SCOTUSreports.com. All rights reserved. | 2

Section 165(c)(3), requiring events similar to fire, storm, or shipwreck. The court
cited Fay v. Helvering, defining casualty as an accident or sudden invasion by a
hostile  agency,  excluding progressive deterioration like  Dutch elm disease.  The
court followed Burns v. United States, where the Sixth Circuit ruled that disease is
not  a  casualty,  even  if  transmitted  by  insects.  The  court  rejected  Coleman’s
argument of a sudden beetle attack due to lack of evidence and emphasized that
disease is  a progressive,  not sudden, event.  The court also noted that allowing
disease-related deductions would extend the law beyond its intended scope.

Practical Implications

This decision limits the scope of casualty loss deductions, clarifying that disease
does not qualify, even if transmitted by an insect vector. Practitioners must advise
clients that only sudden, unexpected events qualify as casualties under IRC Section
165(c)(3). This ruling may affect how property owners handle insurance and tax
planning for disease-related losses. The case reinforces the importance of precedent
in tax law, particularly the Sixth Circuit’s stance on casualty losses. Subsequent
cases, like Maher v. Commissioner, have continued to apply this reasoning, further
solidifying the exclusion of disease-related losses from casualty deductions.


