
Message from the Director

“We’re trying to minimize misconceptions.  Our goal is to try to get fair compensation as quickly as possible.”
Since opening on August 28, 2000, the Office of Cerro Grande Fire Claims has encountered many unique challenges.  Because this is FEMA’s first time in administering a compensatory damage program, the biggest challenge has been in developing fair and consistent policy guidelines that allow for appropriate compensation for each claimant.  The rewarding part is knowing we have made enough progress on our policy guidelines to allow us to start making payments – so far, over 230 valued at more than $4.2 million.

However, we know this is just the start.  And as we continue to develop the policy guidelines that will direct our efforts, we are committed to sharing that information with you.  In this bulletin, our information focuses on the taxation questions we have received.  A critical answer involves whether payments made under the Cerro Grande Fire Assistance Act are taxable:  There is no broad exemption from taxation under either the Federal Tort Claims Act or the Cerro Grande Fire Assistance Act.  Normal IRS rules will apply.  Whether compensation payments are taxable will depend on what you are being compensated for and on the other particulars of your situation.  In addition to the taxation information on the back of this bulletin, you may want to consult with a tax advisor to discuss your particular situation.  We will also work to have IRS representatives at future public meetings.  

We will continue to use this bulletin as a means of sharing information about our policy guidelines and other matters of interest.  In the meantime, please do not hesitate to contact us – via the toll-free number or by visiting a Customer Service Center – if you have any questions.  

David de Courcy

Director, OCGFC

Reminder
You have until August 28, 2002, to file your Notice of Loss form with the Cerro Grande Fire Claims Administrative Office.  It is not necessary to file a Notice of Loss prior to speaking with a Customer Service Representative about questions you may have concerning the Cerro Grande Fire Assistance Act or the claims process. 

Deadline to Submit Comments Approaching

The deadline to submit comments to FEMA regarding the Interim Final Rule for the Cerro Grande Fire Assistance Act is approaching.  Area residents and other interested parties have until October 27, 2000, to submit comments upon the Interim Final Rule that was published on August 28, 2000.  Final Rules are published in an interim status to provide interested parties with the opportunity to propose modifications or changes.  (Copies of the Interim Final Rule can be obtained at the Fire Claims Service Centers or from the FEMA website, www.fema.gov/cerrogrande.)  Comments can be submitted to the Rules Docket Clerk, Office of the General Counsel, FEMA, 500 C Street SW, Room 840, Washington, D.C. 20472; comments can also be e-mailed to rules@fema.gov.  In addition, on Saturday, October 21, OCGFC Director David de Courcy will hold a meeting to discuss with members of the public questions they may have about the Interim Final Rule.  The time and location of that meeting will be announced.  

Facts and Figures

as of October 6 

· Visits to the Customer Service Centers 



2,894

· Notices of Loss Received


1,844

· Number of Partial Payments made  

237

· Total value of payments  

                $4,204,618
Questions and answers regarding tax treatment of CGFAA PAYMENTS

TAXABLE INCOME

Q
Are payments made under the Cerro Grande Fire Assistance Act (CGFAA) taxable?

A: There is no broad exemption from taxation under either the Federal Tort Claims Act (FTCA) or the CGFAA.  Normal tax rules regarding judgments and settlements apply to payments under the CGFAA and the FTCA.

Q
What are the tax rules applicable to payments under the CGFAA ?

A
Because the tax rules relating to compensatory damages are complicated, it will depend on each claimant’s individual situation. In some cases, all of what is paid under the CGFAA will constitute taxable income; in other cases some or none of what is paid is taxable income.

Q
Can you give me some examples of cases where an item would be taxable and where an item would not be taxable?

A
Compensatory damages for physical injuries (injuries to one’s person) are exempt from Federal taxation.
Compensation for lost wages or lost profits and damages for interference with business operations are generally taxable income.  The rules for all other categories of payment under the CGFAA are very complex.

Form 1099s

Q
Will the Office of Cerro Grande Fire Claims (OCGFC) send the claimant a Form 1099 at the end of the year for payments under the CGFAA? 

A
Because this is FEMA’s first time in administering a compensatory damage program, we surveyed other federal agencies and determined that they do not send Form 1099s to recipients of compensatory damage awards or settlements under the FTCA. Therefore, the OCGFC expects to follow the practice of other federal agencies.  

However, if the IRS directs the OCGFC to send Form 1099s or otherwise report payments made under the CGFAA, we will do so.
Q
Can the Internal Revenue Service find out what the OCGFC has paid a claimant even if a Form 1099 is not sent?
A
Yes.  The Internal Revenue Service has authority to examine FEMA’s records.  We would cooperate in answering inquires from the IRS.

Q
If the OCGFC does not send a claimant a Form 1099 is the claimant still required to pay taxes on CGFAA payments?
A 
Yes, to the extent that the payments include taxable income.  As noted earlier, in some cases, all of what is paid under the CGFAA will constitute taxable income; in other cases some or none of what is paid is taxable income.  

Claimants may wish to contact their tax advisors or call the IRS at (800) 829-1040 for information on reporting tax obligations.  In addition we will work to have IRS representatives at future public meetings.


Cerro Grande Fire Claims

Service Centers

Los Alamos

IT Building

235 Central Park Square

Canyon School

1100 4th Street

White Rock

134 State Street

between Texaco and the hardware
Espanola

Johnson Controls Building

1027 North Railroad

 Avenue

San Ildefonso Pueblo

TEWA Visitors Center

Santa Clara Pueblo

behind Health Clinic


For more information on the Cerro Grande Fire 

Assistance Act Call:

1-888-748-1853

or

Visit the FEMA Website

www.fema.gov/cerrogrande
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