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Summary of IRS Guidance 
Duke Energy Permanent Water Supply Project Under House Bill 630 

 

Last year, Duke Energy asked the Internal Revenue Service (IRS) for guidance on whether it was 
required to issue Forms 1099 for the permanent water solutions being installed on properties under 
House Bill 630 and for payments made under the Financial Supplement Program (FSP) and/or 
Property Value Protection Programs (PVPP).  This notice explains the IRS’s guidance and what 
information Duke Energy plans to provide to property owners and the IRS.  This explanation is not tax 
advice, and property owners should consult a qualified tax advisor before making any decisions with 
respect to the application of federal or state tax laws to the permanent water solution installed or 
payments made under the FSP or the PVPP received in connection with the Permanent Water Supply 
Project. 

With respect to the permanent water solutions being installed as part of House Bill 630, the IRS ruled 
that Duke Energy is not required to issue Forms 1099 to report the cost to implement the water 
solutions at each household.  This includes water line connections, treatment systems, backflow 
devices, storage areas and any other physical equipment needed to provide the permanent, 
alternative water supply.  The IRS explained that to the extent that Duke Energy’s payments were to 
compensate property owners for alleged damage to their properties, the payments are not gross 
income if they do not exceed a property owners' adjusted basis in the property, or if another provision 
of the Internal Revenue Code excludes or defers recognition of the income, such as under section 
1033 (dealing with the reinvestment of proceeds from an involuntary conversion).  Because Duke 
Energy does not have knowledge of the adjusted basis of the properties receiving the permanent 
water solution, it cannot determine how much the cost to install the permanent water solution exceeds 
the adjusted basis in the property, if any. Consequently, the IRS ruled that Duke Energy is not required 
to issue Forms 1099 with respect to the permanent water solutions provided property owners.  

The IRS declined to provide any guidance on whether Duke Energy is required to issue Forms 1099 
with respect to amounts paid or benefits provided under either the FSP or the PVPP because of 
ongoing litigation with respect to those programs.  Although the IRS would not issue a ruling, Duke 
Energy has concluded that it will not issue Forms 1099 to property owners receiving these voluntary 
payments.   

In summary, Duke Energy will not issue Forms 1099 to property owners in connection with the 
permanent water solutions being installed under House Bill 630 or any payments made under the FSP 
or PVPP to property owners in 2017.  However, the fact that Duke Energy will not issue Forms 1099 
does not mean that the improvements on the property due to the installation of the water solutions or 
payments made to property owners under the FSP or PVPP are not taxable income to property 
owners.  Whether these items are taxable income is a determination each property owner must make 
on the basis of each property owner’s particular facts and circumstances. Therefore, Duke Energy 
recommends that each property owner consult with a qualified tax professional for tax advice 
to determine whether any payments or property received are taxable under the applicable 
federal or state laws.     


