yezme California congressmen iy to talk Uncle Sam out of taxing turf rekabes | 83.3 KPCC

Afler monthe of debade about whether rebates for waler-saving measures are taxable, two members of Congreas from California have introduced a bill that
would clanfy that they are not.

Ag part of & statewide push to mamage the drought, Californians have received rebates from water districts for tearing ont their lawne or mstalling water-
savity devices. A spokesinan for the Metropolitan Water District of Southetn Califoris anys it proceased 37,000 tuf rebates of $600 of more in 2015, and its
member water apencies processed 26,000 other rebates.

The state provides a tax exemption for torf rebates, but the Internal Revenue Service has said federal tax law treats the rebades ag taxable income.

We think it’s crazy and unprecedented to treat them thid way, bt some stafT af the IRS have taken a different view," say Congresaman Jared Huffinan, &
Demecrat who representa a northern California district. He's joined with Republican Dana Rohrabacher of Orange County to introduce the Water
Conscrvation Tax Parity Act.

"We decided to introduce it because the IRS has not yet stepped up sod done the right thing," Huffinan told KPCC. "We oughi to be able to treat these water
rebudea exactly the way we treat enerpy rebatea: which ie they’re not income. This is & way to leverape water conservation, This is not some windfall or
giveawsay of income.”

The bill is wmlikely to besome law before the tux filing deadline of Aptil 15, but if it docs bocomne law, HufTimmn says it will be retroactive and allow those

who paid faxes on the rebates to pet a refimd. Huffinan told KPCOC that he'd prefer the IRS soften its stance without Congress passing new Iegislation and that
his office has scheduled & mesting Thursday with officials from the IRS and the Department of Treasury.

In the memntime, tax attormey Dermis Brager of the Brager Tax Law Group in Los Angeles s2ys snyone who received a rehate should not fail to mention it to
the feds. He offers theas tips:

= Declare the rebate! "If you don't declare it, you're buying yourself a dispute with the Intemal Revenue Servics,” Brager says. Brager believes the IRS'
poeition might be subject to dirpute, but he pays that's a dispute the average homeowner whe received the rebate won't want to wage.
# Reclaiming the tax refund should be eaxy and cheap. If Huffman mmd Rohrabacher's bill becomes law afier you've paid federal taxea on the rebate,
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Brupet says it will be casy to get n refund of the taxes you've paid. Sitply file an mnended tax retarn, takings out the amomnt of the rebate, and ask for
the refund. This should be an easy process for those who prepere their own texes using software like TurboTax and a service that an accountant
shouldn't charge much for. "I know some people feel like, ‘well, if I give the money to the IRS, they're never ponna give it back,’ and thet'a not the way

= There's Ume. Taxpayers have three years fiom when the original tax retarn was due to file an smended retumn. So if the new law passes and you misa
the news for a year or two, you still have time to file an amended tax return and ask for a refund.
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