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4 am enclosing herewith a CoOpy of a hewsletter from an Accounting
firm whioh has an office in Wilkes-ﬁarre. ,

I make Particular reference to the bottom of Page 2 and pege 3
of the Newsletter, which are outlined in red,

From the contents of the Newsletter, it appears that the Internal
Revenue Service has taken a Position with reference to uninsured
Casualty losges which is contrary to law, Particularly, I refer to
Page 3 of the n where it ig stated that the Interna) Revenue
Service will n i Nsideration to t of reéplacement of
Casualty losse ‘ Written that: "seeethe best
way to arrive ai i 8 would be to show the price in
marke : ’ ame k d then show, as hearly as

om use."

Furthermore, ge 3 Suggests, the Publicationsg
e Internal Re ing that the loss to real

arrived a by ‘ fair market value from

£ 1 fai ] appears from the Rewsletter ag

*Ll1l as from newspaper he subject that the

Service wiii not permit ¢

value of real estate

Solescence,

it woulga appear to th he Internal Revenue Service
has taken a pPosition which ¥ onsistent with our law but
also does not take i 1 tremendous losses which the
citizene of Wyoming : ; > 8 result of the flood,

I d on the bas
market value, me ;
h would reflect itself
al market decline of
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I would therefore ask the aid of your geod offic@smin inter-
ceding with the Internal Revenue Service on behalf of the peOple_mf
Wyoming Valley, &0 that the Service may be more considerate of the
losses suffered as a result of Hurricane Agnes.

Very truly yours,
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/  f'y

801 Lubin

8 A
LD
M

cc Hon, Max Rosenn
Federal Building
197 8, Main St.
Wilkes-Barre, Pa,
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August 4, 1972

WILKES-BARRE OFFICE
CLIENT NEWSLETTER

ALL CLIENTS

In these days of difficult communications in our area, we are using this
method to inform you of our current status.

Over 507 of you have been affected by the Hurrican Agnes flooding and many
of the Wilkes-Barre partners and staff have also suffered personal losses. The
Wilkes-Barre office, unlike our Harrisburg office, had no damage to current audit
and tax files, but files for 1968 and Prior were in our basement storeroom and un-
reachable for almost five weeks. We have reached them, frozen, sanitized, and dried
them and all essential audit and tax files are now resting comfortably in our con-
ference room in transfer files,

Our regional and
themselves the devastation.
the United States to contact
support for essential legisla

In order to continue to provide service to all our clients, the other
offices of our firm are lending assistance. We will have partners and staff from
places as far away as Los Angeles in Wilkes-Barre, since it would be physically
impossible for those of us in Wilkes-Barre to handle all of your problems and also
cope with the flood aftermath.

Our telephones have now been restored and we are swamped with calls;
therefore, we ask your indulgence if we cannot return your call as quickly as we
have in the past.

FLOOD AFFECTED CLIENTS
— ot nl ULIENTS

Through being part of a national organization, those of us located in
Wilkes-Barre have been placed in contact with CPA's located in prior disaster areas
and now have an insight as to what actually happened in the past. 1In addition, the
firm has hired people who amongst their other duties were liason personnel with
S.B.A. for their employers. We have retained as a consultant a former high official
of S.B.A., now retired, so that we can prepare the best possible loa
however, we must wait for the current legislation to be finalized i

, wasted motion. We expect this to take place by August 15, 1972,
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Based upon hours and hours of such communication, we are confident that
our flood ravaged area and people will come back better than ever, but it will take
time. : it that we too were in a state of emotional depression until we
could make real contact with others who have gone through it before and survived,
While we have had more damage than most, the federal and state assistance will take
that into account. The forgiveness element of S.B.A. loans is only in effect about
four years. Others survived lesser disasters without it. In addition, no area has
ever received 17 loans before. S.B.A. just yesterday reduced from 50% to 30% the per-
centage damage to Property necessary to enable it to refinance the entire mortgage.
Do not despair, the combination of income tax refunds and 1% refinancing is much

better than you think,
An Example is as follows:

Married couple with home built for $30,000 just prior to flood

Furnishings worth $13,000 acquired just prior to flood
A $25,000 mortgage at 6%, for 30 years taken out just prior to flood

Average annual taxable income 1968 through 1971 appeximately $32,000
Annual taxes paid on D. above approximately $8,600

Home and furnishings totally destroyed.

Economic and tax implications of replacing the above:

Approximate tax refund $12,000-13,000 which would replace furnishings.

S.B.A. Loan at 1% to refinance $25,000 existing mortgage, provide
$30,000 to rebuild home or total of $55,000.

Prior monthly mortgage payments of $150 which would result in payout of
$54,000.

Estimated S.B.A. monthly payments of $170, which after proposed $5,000
forgiveness, would result in total payout of approximately $56,000.

While there are many questions to be answered, such as what happens at a
future sale of the property, those of us who rebuild our homes and business should
not have any great decline in our life style in the future, The construction and
refurnishing work required should, in fact, make us a boom town.

We previously sent most individuals effected by the flood a booklet
prepared by the Internal Revenue Service dealing with claiming your flood losses
against your federal income tax.

| We met with Internal Revenue Service officials and local real estate
appraisers Thursday in order to clarify the situation.
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We were advised by an I.R.S. engineer, who has handled prior disaster
claims, that he uses a rule of thumb of 5% depreciation per year on personal
possessions. Thus, for example - if you bought an applicance 10 years ago for $300,
he would only allow you a tax loss of $150 for that item even though it might now
cost you $400 to replace it with a new one. We do not agree with him because we have
a court case where the judge suggested that "...the best way to arrive at the value
of such goods would be to show the price in market of new goods of the same kind and
then show, as nearly as possible, the extent of depreciation from use." If we follow-
ed the judge's opinion . we would take a deduction of 50% (5% x 10 years) of the re-
placement cost of $§400 or $200.

Please be very careful in providing us with your best estimates of cost
and length owned of perscnal property for income tax purposes and of current re-
placement cost for S.B.A. loan purposes

While all the publications indicate that the loss to your home is arrived
at by deducting the after flood fair market value from the preflood fair market
value, the Internal Revenue Service in its regulations do not currently permit the
deduction of that part of the decline known as general market decline or economic
obsolescence. Therefore, it is extremely important that you request your real estate
appraiser to disregard economic obsolescence and state that he has done so in
arriving at his values. In essence, the L.R.S. is saying that the 20 homeowners in
Kingston that were not physically damaged cannot take a casualty loss deduction even
though they might have to sell at a discounted value right now. ")\

The I.R.S agent in Scranton who will be responsible for the assignment
of returns for examination has indicated he would be happier with a contractor or
architect's estimate to restore the property to its preflood condition than with a
realtor's appraisal. We suggest that,where possible, you obtain both since the S.B.A.
will also be happier with a contractor's estimate even though they have waived the
requirement. He also has asked that as much detail as possible be submitted with
the request for refund. Please help us by giving us as much information as possible
to obtain the proper tax refunds. The I.R.S. will not be able to examine all such
claims but will certainly examine the larger ones, and especially large ones with
little data submitted with the request.
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September 5, 1972

Honorable Max Rosenn

Judge

United States Court of

Third Circuit

Federal Building

Wilkes-Barre, Pennsylvania 18701

Dear
Thank you for your recent letter regar b £1ood,

[ certainly appreciate your helpfulness and your suggestions in
this regard. We have made consi erable progress legislati ely,
and as of the passage of the supplementary appropriations bill
several weeks ago, Congress has provided the administrative

agencies with most of the tools needed to do the job.

1
1

Additional legislation is sary, however, and as you may
know I have introduced : »ill to amend our inadequate flood
insurance laws., I h stified before the Senate Banking
Committee on this legislation, and I am hopeful that we will
be able to get the bill through the Senate before adjournment.

] islative Assistant, Skip Hartquist, has advised me of
your call regarding the tax situation regarding the forgiveness
feature of ti 3A loan. As you know, disaster victims can
file amende 1 returns and claim the casualty los >asionex
S a ction, The IRS PS us that t
federal grant, or forgiveness, can be offse
inst the amount of : o} ven though the grant
7 However,
good one,
specii

Reven

]
1
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Honorable Max Rosenn
Chairman

Flood Recovery Task Force,
P.0, Box 1367

COMMITTEE ON
LABOR AND PUBLIC WELFARE
WASHINGTON, D.C. 20510

November 2, 1972

Inc.

Wilkes-Barre, Pennsylvania 18701

Dear Max:

Thank you for sending me a copy of your October 24th letter
to Frank Carlucci, I sincerely appreciate your taking time

to keep me informed.

If there are any problems related to the flood recovery
effort where I can be helpful, please let me know.

Sincer 1y,

Richard S. Schweiker
United States Senator
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December 7, 1972

The Honorable Max Rosenn
U.8. 3rd Circult of Appeals
Federal Court House
Wilkes-Barre, Pennsylvania

Dear Max:

I wanted you to have an advance copy of the
itinerary for my trip next week to review federal flood
relief efforts in your area and to see what still needs
to be done.

I would be glad to have you jin me if your
schedule permits.

Kindest regards.

Si?cgre

Richard S. Schweiker
United States Senator

RSS/pjb

Enclosure
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December 1, 1972

Mr. Max Rosenn, Chairman
Flood Recovery Task Force,
Hotel Sterling
Wilkes-Barre, Pennsylvania

Dear Max:

Thank you for your letter
the Flood Recover

Metropolitan Statistical Area.
I have contacted officials in the Office of Management and Budget

expressing my support for this action. When I receive a reply, I shall
be in touch with you again. For your information, I also contacted the

OMB about this earlier this year, and I am enclosing a copy of the reply
I received at that time.

In the meantime, I appreciate your bringing your interest in this
matter to my attention.

Sincerely,
#

Richard S. Schweiker
United States Senator

RSS:bc
Enclosure




LX‘QJVL_ OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

Honorable Richard s. Schweiker
United States Senate
Washington, D.+C. 20510

Dear Senator Schweiker:

I am replying to your letter of February 29, 1972,
relating to the possible designation and definition
of a proposed Scranton-Wilkes-Barre, Pennsylvania,
Standard Metropolitan Statistical Area in lieu of

the present Scranton and Wilkes-Barre Standard Metro-
politan Statistical Areas.

I am enclosing a copy of the criteria used to designate
and define standard metropolitan statistical areas.
Criterion 8 specifies the critical requirement to be

met. in determining whether Scranton and Wilkes-Barre
should be placed in the same standard metropolitan
statistical area. Criteria 2 and 3 set forth the re-
quirements to be met in attaching contiguous counties
to standard metropolitan statistical areas.

The Federal Committee will be reviewing all standard
metropolitan statistical areas in the light of infor-
mation available from the 1970 Census. This review
will begin as soon as the needed data begin to become
available. It is €xpected that the review will be com-
Pleted by August-September of this Year. It seems
quite possible that the Committee will need some in-
formed local opinion to help determine whether the
requirements of Criterion 8 are met. Should the
occasion arise, I hope that the Committee may be able
to use your good offices to help obtain local views.




If I can be of any further help to you in this matter,

please let me know.
e A/ { “A“V/ﬂ‘

Roye @. Lowry U
Chairman, Federal Committee
on Standard Metropolitan

Statistical Areas

Sincerely,

Enclosure







