1992

Department of the Treasury
Internal Revenue Service

Instructions for Forms 1099,
1098, 5498, and W-2G

~(Including Instructions for Forms 1099-A, 1099-B,
1099-DIV, 1099-G, 1099-INT, 1099-MISC, 1099-0ID,
1099-PATR, 1099-R, 1099-S, and 5754)

(Section references are to the Internal Revenue Code unless otherwise noted.)

Paperwork Reduction Act Notice.—We
ask for the information on these forms to
carry out the Internal Revenue laws of the
United States. You are required to give us
the information. We need it to ensure that
you are complying with these laws and to
allow us to figure and collect the right
amount of tax.

The time needed to complete and file
the following forms will vary depending on
individual circumstances. The estimated
average times are:

1099-A. 10 minutes
1099-B. 15 minutes
1099-DIV . 14 minutes
1099-G. 12 minutes
1099-INT . 12 minutes
1099-MISC 14 minutes
1099-0ID . 10 minutes
1099-PATR 11 minutes
1099-R. 20 minutes
1099-S. 7 minutes
1098 7 minutes
5498 7 minutes
1096 10 minutes
W-2G . 19 minutes

If you have comments concerning the
accuracy of these time estimates or
suggestions for making these forms more
simple, we would be happy to hear from
you. You can write to both the Internal
Revenue Service, Washington, DC 20224,
Attention: IRS Reports Clearance Officer,
T:FP; and the Office of Management and
Budget, Paperwork Reduction Project
(1545-0112), Washington, DC 20503. DO
NOT send these tax forms to either of
these offices. Instead, see Where To File
on page 4.

Items You Should Note

Use Form 1096 To Send Forms
to the IRS

Copies A of all paper Forms 1099, 1098,
5498, and W-2G must be transmitted to
the IRS with Form 1096, Annual Summary
and Transmittal of U.S. Information
Returns. Instructions for completing Form
1096 are contained on Form 1096.

Carbonized Forms

For 1992, official IRS Forms 1099, 1098,
5498, and W-2G will be carbonized so that
you will not have to insert carbons for
multiple copies.

Form 1099-OID—Semiannual
Record Date Reporting Eliminated

Regulations section 1.6049-4(b)(2)
eliminates semiannual record date
reporting for tax years after 1991. Thus, for
1992 and later years, you are required to
report OID of $10 or more includible in the
gross income of each record holder. For
more information, see the regulations.

REMINDER—Substitute
Statements to Recipients

The IRS is concerned that some payers
who are not using the official IRS form
(generally Copy B) to furnish statements to
recipients may be using substitute
statements that do not comply with the
rules in Pub. 1179, Specifications for
Paper Document Reporting and Paper
Substitutes for Forms 1096, 1098, 1099
Series, 5498, and W-2G. Pub. 1179, which
is revised annually, is a revenue procedure
that explains the requirements for format
and content of substitute statements to
recipients. If you are using a substitute
form to furnish information to recipients,
it must comply with the requirements in
Pub. 1179. :

Guide to Information Returns

See the chart on pages 26 and 27 for a
brief summary of information return
reporting rules.

Backup Withholding

Interest, dividends, rents, royalties,
commissions, nonemployee compensation,
and certain other payments (including
broker and barter exchange transactions,
and certain payments made by fishing boat
operators) may be subject to backup
withholding at a 20% rate. To be subject
to backup withholding, a payment must be
a reportable interest or dividend payment
under section 6049(a), 6042(a), or 6044 (if
the patronage dividend is paid in money or
qualified check), or a reportable other
payment under section 6041, 6041A(a),
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6045, 6050A, or 6050N. If the payment is
one of these reportable payments, backup
withholding will apply if:

(1) The payee fails to furnish his or her
taxpayer identification number (TIN) to .
you, OR ’

(2) The IRS notifies you to impose
backup withholding because the
payee furnished an incorrect TIN, OR

(3) You are notified that the payee is

subject to backup withholding (under
section 3406(a)(1)(C)), OR

" (4) For interest and dividend accounts

opened or instruments acquired after
. 1983, the payee fails to certify to you,
under penalties of perjury, that he or
she is not subject to backup
withholding under (3) above, OR

(5) For interest, dividend, broker, or barter
exchange accounts opened or
instruments acquired after 1983, or
broker accounts considered inactive in
1983, the payee fails to certify, under
penalties of perjury, that the TIN -
provided is correct.

Except as explained in (5) above,
reportable other payments are subject to
backup withholding only if (1) or (2) above
applies.

Some payees are exempt from backup
withholding. For a list of types of exempt
payees and other information, please see
Form W-9, Request for Taxpayer )
Identification Number and Certification.

Real estate transactions reportable under
section 6045(e) are not subject to backup
withholding.

Generally, the period for which the 20%
should be withheld is as follows:

(1) Failure to furnish TIN in the manner
required.—Withhold on payments made -
until the TIN is furnished in the manner
required. Special backup withholding rules
apply if the payee has applied for a TIN.
The payee may certify to this on Form W-9
by noting “Applied For” in the TIN block
and by signing the form. This form then
becomes an “awaiting-TIN certificate,” and
the payee has 60 days to obtain a TIN and
furnish it to you. For information about
whether backup withholding applies during
the 60-day period, see Temporary
Regulations section 35a.9999-3, Q/A-59A.
If you do not receive a TIN from the payee
within 60 days and you have not already
begun backup withholding, begin backup
withholding and continue until the TIN is
provided.

(2) Notice from the IRS that payee’s TIN
is incorrect (“B” notice).—You may elect
to withhold on any reportable payment -
made to the account(s) subject to backup
withholding after receipt of the “B” notice,
but you must withhold on any reportable
payment made to the account more than
30 business days after you received the
“B” notice. Stop withholding within 30
days after you receive a certified Form W-9 .
(or acceptable substitute).

Note: The IRS will furnish a notice to you,
and you are required to promptly furnish a -
copy of such notice to the payee. For



further information, see Temporary
Regulations section 35a.3406-1.

If you receive two incorrect TIN notices
within 3 years for the same account, follow
the procedures in Temporary Regulations
" section 35a.3406-1(f).

(3) Notice from the IRS that payee is
subject to backup withholding.—Start
withholding on payments made on the 31st
day after the date you receive notification
from the IRS, or you may elect to withhold
any time before the 31st day. The IRS will
notify you in writing when to stop
withholding, or the payee may furnish you
with a written certification from the IRS
stating when withholding is to stop. In
most cases, the stop date will be January
1 of the year following the year of the
notice.

Note: You must notify the payee when
withholding under this procedure starts.
For further information, see Temporary
Regulations section 35a.3406-2.

(4) Payee failure to certify that he or she
is not subject to backup withholding.—
Withhold on reportable interest and
dividends until certification has been
received.

For exceptions to these general timing
rules, see section 3406(e).

Note: For information about backup
withholding on gambling winnings, see the
Specific Instructions for Form W-2G for the
specific type ‘of gambling winnings, later.
Reporting and Payment of Backup
Withholding.—Backup withholding must
be reported on Form 941, Employer’s
Quarterly Federal Tax Return, or Form
941E, Quarterly Return of Withheld Federal
. Income Tax and Medicare Tax. For more
information, see the instructions for Form
941 or 941E.

Additional Information.—For more
information about backup withholding, see
Temporary Regulations sections
35a.9999-1, -2, and -3, and 35a.3406-1
and -2.

Penalties

The following penalties generally apply to
the person required to file information
returns. The penalties apply to paper filers
as well as magnetic media/electronic filers.

Failure To File Correct Information
Returns by the Due Date (Section
6721)

If you fail to file a correct information return
by the due date and you cannot show
reasonable cause, you may be subject to a
penalty. The penalty applies if you fail to
file timely, you fail to include all information
required to be shown on a return, or you
include incorrect information on a return.
The penalty also applies if you file on
paper when you were required to file on
magnetic media, you report an incorrect
TIN or fail to report a TIN (TIN penalty), or
you fail to file paper forms that are
machine readable.
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The ambunt of the penalty is based on
when you file the correct information
return. The penalty is:

e $15 per information return if you
correctly file within 30 days (by March 30 if
the due date is February 28); maximum
penalty $75,000 per year ($25,000 for small
businesses, defined later).

e $30 per information return if you
correctly file more than 30 days after the
due date but by August 1; maximum
penalty $150,000 per year ($50,000 for
small businesses).

e $50 per information return if you file after
August 1 or you do not file required
information returns; maximum penalty
$250,000 per year ($100,000 for small
businesses).

Exceptions to the Penalty.—

(1) The penalty will not apply to any
failure that you can show was due to
reasonable cause and not to willful neglect.

(2) An inconsequential error or omission
is not considered a failure to include
correct information. An inconsequential
error or omission does not prevent or
hinder the IRS from processing the return,
from correlating the information required to
be shown on the return with the
informatjon shown on the payee’s tax
return, or from otherwise putting the return
to its.intended use. Errors and omissions
that are never inconsequential are those
relating to (a) a TIN, (b) a payee’s surname,
and (c) any money amounts.

(3) De Minimis Rule for Corrections.—
Even though you cannot show reasonable
cause, the penalty for failure to file correct
information returns will not apply to a
certain number of returns if:

(a) You filed those information returns,

(b) Either you failed to include all the
information required to be shown on a
return or you included incorrect
information, and

(c) You filed corrections of these
information returns by August 1.

If you meet all the conditions in (a)
through (c), the penalty for filing incorrect
returns (but not for filing late) will not apply
to the greater of 10 information returns or
% of 1% of the total number of information
returns you are required to file for the
calendar year.

Lower Maximum Penalties for Small
Businesses.—For purposes of the lower
maximum penalties shown in parentheses
above, you are a small business if your
average annual gross receipts for the most
recent 3 tax years (or for the period you
were in existence, if shorter) ending before
the calendar year in which the information
returns were-due are $5 million or less.

Intentional Disregard of Filing
Requirements.—lIf any failure to file a
correct information return is due to
intentional disregard of the filing and
correct information requirements, the
penalty is at least $100 per information
return with no maximum penalty.

Failure To Furnish Corréct Payée
Statements (Section 6722)

If you fail to provide correct payee
statements and you cannot show
reasonable cause, you may be subject to a
penalty. The penalty applies if you fail to
provide the statement by January 31 (see -
part H under General Instructions, iater),
you fail to include all information required
to be shown on the statement, or you
include incorrect information on the
statement. “Payee statement” has the
same meaning as “statement to recipient”
as used in part H under General
Instructions.

The penalty is $50 per statement,
regardless of when the correct statement
is furnished, with a maximum of $100,000
per year. There is no reduction in the
penalty for furnishing a correct statement
by August 1.

Exception.—An inconsequential error or
omission is not considered a failure to
include correct information. An
inconsequential error or omission cannot
reasonably be expected to prevent or
hinder the payee from timely receiving

- correct information and reporting it on his

or her income tax return or from otherwise
putting the statement to its intended use.
Errors and omissions that are never
inconsequential are those relating to

(a) a dollar amount, (b) a payee’s address,
(c) the appropriate form for the information
provided (i.e., whether the form is an
acceptable substitute for the official IRS
form), and (d) whether the statement was
furnished in person or by “statement
mailing,” when required.

Intentional Disregard of Payee
Statement Requirements.—If any failure
to provide a correct payee statement is
due to intentional disregard of the
requirements to furnish a correct payee
statement, the penalty is at least $100 per
payee statement with no maximum

penalty.
Forms 1099-R and 5498

The penalties under sections 6721 and
6722 do not apply to Form 1099-R, which
is filed under section 6047. The penalty for
failure to timely file Form 1099-R is $25 per
day with a maximum of $15,000 per year.
See section 6652(e).

The penalties under sections 6721 and
6722 do not apply to Form 5498, which is
filed under section 408(i). The penalty for
failure to timely file Form 5498 is $50 per
return with no maximum. See section-
6693.

Caution: At the time this publication was
printed, Congress was considering
legislation that would apply the penalties
under sections 6721 and 6722 to Forms
1099-R and 5498.



Magnetic Media/Electronic
Reporting

Magnetic media reporting may be required
for filing all information returns discussed
in this publication. Acceptable forms of
magnetic media are magnetic tape, tape
cartridge, 3'2-, 5%-, and 8-inch diskette,
and electronic submissions. Pub. 1220,
Specifications for Filing Forms 1098, 1099,
5498, and W-2G on Magnetic Media or
Electronically, is the revenue procedure for
magnetic media and electronic reporting,
available at Internal Revenue Service
district offices. Different types of
payments, such as interest, dividends, and
rents, may be reported on the same tape
or other submission.

Caution: If you file on magnetic media, do
not file the same returns on paper.

Due Dates.—The due dates for magnetic
media reporting are the same as for paper
document reporting.

Who Must File on Magnetic Media.—If
you are required to file 250 or more
information returns, you must file on
magnetic media. The 250-or-more
requirement applies separately to each
type of form. For example, if you must file
500 Forms 1098 and 100 Forms 1099-A,
you are not required to file Forms 1099-A
on magnetic media, but you must file
Forms 1098 on magnetic media. )

The magnetic media filing requirement
does not apply if you apply for and receive
an undue hardship waiver. See How To
Request a Waiver From Filing on
Magnetic Media, later.

Note: Filing electronically will satisfy the
magnetic media filing requirements. Any
reference to magnetic media in these
instructions includes electronic filing.

Filing Requirement Applies Separately to
Originals and Corrections.—The magnetic
 media filing requirements below apply
separately to original returns and corrected
returns. Originals and corrections are not
aggregated to determine whether you are
required to file on magnetic media. For
example, if you file 400 Forms 1098 on
_magnetic media and you are making 75
corrections, your corrections can be filed
on paper because the number of
corrections for Form 1098 is less than the
250 filing requirement. However, if you
were filing 250 or more Form 1098
corrections, they would have to be filed on
magnetic media.

How To Get Approval To File on
Magnetic Media.—File Form 4419,
Application for Filing Information Returns
Magnetically/Electronically, at least 30
days (45 days for some electronic filing)
before the due date of the returns. Only
one Form 4419 need be filed for all types
of returns that will be filed on magnetic
media. Once you have received approval,
you need not reapply each year. The IRS
will provide a written reply to the applicant
and further instructions at the time of
approval, usually within 30 days. A
magnetic media reporting package, which
includes all the necessary transmittals,

labels, and instructions, will be mailed to
all approved filers.

How To Request a Waiver From Filing
on Magnetic Media.—To receive a waiver
from the required filing of information
returns on magnetic media, submit Form
8508, Request for Waiver From Filing
Information Returns on Magnetic Media,
requesting an undue hardship waiver from
filing on magnetic media. You cannot apply
for a waiver for more than 1 tax year at a
time. If you need a waiver for more than 1
tax year, you must reapply at the
appropriate time each year.

If a waiver for original returns is
approved, any corrections for the same
types of returns will be covered under the
waiver. However, if you submit original
returns on magnetic media but you want to
submit your corrections on paper, a waiver
must be approved for the corrections if the
corrections exceed the 250 filing
requirement.

Waiver requests generally must be filed
at least 45 days before the due date of the
returns. However, new brokers and new
barter exchanges may request an undue
hardship waiver by filing Form 8508 by the
end of the second month following the
month in which they became a broker or
barter exchange.

If you are seeking, in a single
application, approval for filing returns on
magnetic media and, if approval is not
granted, a waiver from the magnetic media
filing requirement, submit both Forms 4419
and 8508.

If you receive an approved waiver, do
not send a copy of it to the service center
where you file your paper returns. Keep the
waiver for your records only.

Penalty.—If you are required to file on
magnetic media but fail to do so, and you
do not have an approved waiver on record,
you may be subject to a penalty of $50 per
return for failure to file information returns
on magnetic media unless you establish
reasonable cause. However, you can file
up to 250 returns on paper; those returns
will not be subject to a penalty for failure
to file on magnetic media.

The penalty applies separately to original
returns and corrected returns. See Filing
Requirement Applies Separately to "~
Originals and Corrections, earlier.

Extension of Time To File.—For
information about requesting an extension
of time to file, see part B under General
Instructions, later.

Paper Document Reporting

If you are required to file 250 or more
information returns, see Magnetic
Media/Electronic Reporting, earlier.
Common Errors.—Please be sure to
check your returns to prevent the following
common errors:

(1) Duplicate filing. Sending the same
information to the IRS more than once.

(2) Filer's name, address, and taxpayer
identification number are not the same on

Form 1096 and Forms 1099, 1098, 5498,
or W-2G.

(3) Decimal point to show dollars and
cents omitted (1000.00).

(4) Two or more types of returns
submitted with one Form 1096 (e.g., Forms
1099-INT and 1099-MISC with one Form
1096). You must submit a separate Form
1096 with each type of document.

(5) Entering “-0-”" or “None” in money
amount boxes when no entry is required.
Leave the boxes blank unless the
instructions specifically require that you
enter a zero.

(6) Failure to make an entry in Box 1a,
“Gross dividends and other distributions on
stock,” on Form 1099-DIV. An amount
must be entered in Box 1a if any amount is
entered in Box 1b, 1c, 1d, or 1e.

Required Format.—Because paper forms
are read by machines (optical character
recognition equipment), all Forms 1096,
1098, 1099, and 5498 must be prepared in
accordance with the following instructions.
If these instructions are not followed, you
may be subject to a penalty of $50 per
incorrectly filed document.

(1) DO NOT CUT OR SEPARATE the
forms that are printed three to a sheet, or
Forms 1099-R, which are two to a sheet.
Forms 1098, 1099, and 5498 are printed
three to an 8- by 11-inch sheet. Form 1096
is printed one to an 8- by 11-inch sheet.
These forms must be submitted to the IRS
on the 8- by 11-inch sheet. If at least one
form on the page is correctly completed,
you must submit the entire page.

Send the forms to the IRS in a flat
mailing (not folded). Note: Large enve/opes
may require extra postage.

(2) NO PHOTOCOPIES of any forms are
acceptable. Official forms are available
from your IRS district office.

(3) DO NOT STAPLE, tear, or tape any
of these forms. It will interfere with the
IRS’s ability to scan the documents..

(4) Pinfeed holes on the form are NOT
acceptable. Pinfeed strips outside the 8-
by 11-inch area must be removed before
submission, without tearing or ripping the
form. Substitute forms prepared in
continuous or strip form must be burst and
stripped to conform to the size specified
for a single sheet (8 by 11 inches) before
they are filed with the IRS.

(5) DO NOT change the title of any box
on any form. Do not use a form to report
information that is not properly reportable
on that form. If you are unsure of where to
report the data, call your local IRS office.

(6) Report information only in the
appropriate boxes provided on the forms.
Make only one entry in each box unless
otherwise indicated in these instructions.

(7) DO NOT submit any copy other than ‘
Copy A to the IRS.

(8) DO NOT use pnor year forms unless
you are reporting prior year information; do
not use subsequent year forms:for the )
current year. Because forms are “read” by
machine, you MUST use the current year
form to report current year information.
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(9) Use the official forms or substitute
forms that meet the specifications in the
1992 Pub. 1179, Specifications for Paper
Document Reporting and Paper
Substitutes for Forms 1096, 1098, 1099
Series, 5498, and W-2G. If you submit
substitute forms that do not meet the
current specifications and that are not
machine scannable, you may be subject to
a penalty of $50 for each return for
improper format.

(10) DO NOT use dollar signs ($) (they
are preprinted on the forms), ampersands
(8), asterisks (*), commas (), or other
special characters.

‘Suggested Format.—Below are
suggestions that will allow the IRS to
process the submitted forms in the most
economical manner:

(1) Type or machine print data entries
using 10 pitch (pica) or 12 pitch (elite)
black type. Use block print, not script
characters. Entries should not be
handwritten. Insert data in the middie of
the blocks well separated from other -
printing and guidelines, and take other
measures to guarantee a dark black, clear,
sharp image. '

(2) You may use the account number
box for an account number designation.
This number must not appear anywhere
else on the form, and this box may not be
used for any other item. Showing the
account number is optional. However, it
may be to your benefit to include the
recipient’s account number on paper
documents if your system of records uses
the account number rather than the name,
social security number, or employer
identification number for identification
purposes. if you furnish the account
number, the IRS will include it in future
notices to you about backup withholding. if
you are using window envelopes to mail
statements to recipients, and if you are
using reduced rate mail, be sure the
account number does not appear in the
window because the Postal Service may
not accept these for reduced rate mail.

(3) Do not enter number signs (#); for
example, en_ter Rt. 2, not Rt. #2.

“General Instructions

A. Who Must File.—See the Specific
Instructions for each form.

Nominee/Middleman Returns.—
Generally, anyone receiving a Form 1099
for amounts that actually belong to another
person should file a Form 1099 showing
the actual owner as the recipient and the
nominee as the payer. The nominee, not
the original payer, is responsible for filing
the subsequent Forms 1099.
Mergers.—If two corporations merge and
the surviving corporation becomes the
owner of all the assets and assumes all the
- liabilities of the absorbed corporation, the
reporting requirements explained in this
publication will be met if the surviving
corporation files Forms 1098, 1099, 5498,
and/or W-2G for reportable payments of
both corporations. See Rev. Rul. 69-556,
1969-2 C.B. 242.
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For information on filing Form 1099-INT
for a successor/predecessor corporation,
see Form 1099-INT, later.

Payments to Foreign Persons.—See the
Instructions for Forms 1042 and 1042S,
relating to U.S. source income of foreign
persons, and for reporting requirements
relating to payments of income items to
foreign persons.

B. When To File.—File Form 1096 and
Forms 1098, 1099, or W-2G by March 1,
1993. Brokers may file Forms 1096 and
1099-B anytime after the reporting period
they elect to adopt (month, quarter, or
year), but not later than March 1, 1993.
File Form 1096 and Forms 5498 by May
31, 1993. See part H later about providing
Forms 1098, 1099, 5498, and W-2G or
statements to recipients.

Reporting period.—Forms 1098, 1099,
and W-2G are used to report amounts
received, paid, or credited during the
calendar year. Form 5498 is used to report
amounts contributed for the calendar year.

Extension.—For paper or magnetic
media filing, you may request an extension
of time to file by sending Form 8809,
Request for Extension of Time To File
Information Returns, to the address shown
on the form. You must request the
extension by the due date of the returns
for your request to be considered.

Note: If you are a magnetic media
transmitter requesting extensions of time
for more than 50 payers, you are
encouraged to submit the extension
requests on tape or diskette. For
instructions on submitting extension
requests on magnetic media, see Pub.
1220.

C. Where To File.—Send all information
returns filed on, paper to the following:

If your principal business,
office or agency, or legal
residence in the case

Use the following
Internal Revenue

of an individual, is Service Center
located in address
D 4 . 4
Florida, Georgia, South
Carolina A_dlanta, GA 39901

New Jersey, New York
(New York City and
counties of Nassau,
Rockland, Suffolk, and
Westchester)

Holtsville, NY 00501

New York (all other
counties), Connecticut,
Maine, Massachusetts, New
Hampshire, Rhode Island,
Vermont

Andover, MA 05501

lllinois, lowa, Minnesota,

Missouri, Wisconsin Kansas City, MO 64999

Delaware, District of
Columbia, Maryland,
Pennsylvania, Virginia

Philadelphia, PA 19255

Indiana, Kentucky,
Michigan, Ohio,
West Virginia

Cincinnati, OH 45999

Kansas, New Mexico,

Oklahoma, Texas Austin, TX 73301

Alaska, Arizona, California
(counties of Alpine, Amador,
Butte, Calaveras, Colusa,
Contra Costa, Del Norte, El
Dorado, Glenn, Humboldt,
Lake, Lassen, Marin,
Mendocino, Modoc, Napa,
Nevada, Placer, Plumas,
Sacramento, San Joaquin,
Shasta, Sierra, Siskiyou,
Solano, Sonoma, Sutter,
Tehama, Trinity, Yolo, and
Yuba), Colorado, idaho, ~
Montana, Nebraska,

Nevada, North Dakota,

Oregon, South Dakota,

Utah, Washington,

Wyoming

~.

Ogden, UT 84201

California (all other

counties), Hawaii Fresno, CA 93888

Alabama, Arkansas,
Louisiana, Mississippi,
North Carolina, Tennessee

Memphis, TN 37501

If you have no legal residence, principal
place of business, or principal office or
agency in any Internal Revenue district, file
your return with the Internal Revenue
Service Center, Philadelphia, PA 19255.

Send all information returns filed
magnetically/electronically to
IRS-Martinsburg Computing Center, P.O.
Box 1359, Martinsburg, WV 25401-1359.

D. Filing Returns With the IRS.—The IRS
strongly encourages the quality review of
data before filing to prevent erroneous
notices being mailed to payees (or others
for whom information is being reported).

If you must file any Form 1098, 1099,
5498, or W-2G with the IRS, and you are
filing paper documents, you must send a
Form 1096, Annual Summary and
Transmittal of U.S. Information Returns,
with each type of form as the transmittal
document. You must group the forms by
form number and submit each group with
a separate Form 1096. For example, if you
file Forms 1098, 1099-A, and 1099-MISC,
complete one Form 1096 to transmit
Forms 1098, another Form 1096 to
transmit Forms 1099-A, and a third Form
1096 to transmit Forms 1099-MISC.
Specific instructions for completing Form
1096 are included on Form 1096. Also see
Transmitters, paying agents, etc., later.
For information about filing corrected
returns, see Corrected and Void Returns,
later.

If you are filing on magnetic media,
Form 4804, Transmittal of Information
Returns Reported Magnetically/
Electronically, must accompany your
submissions.

For information on the preparation of
transmittal documents for magnetic media
and paper document reporting (Forms
4804 and 1096), see Rev. Proc. 84-24,
1984-1 C.B. 465, or other current revenue-
procedure.

If you use paper formS, report payments
on the appropriate form, as explained in
the Specific Instructions, later.

See Pub. 1179 on specifications for
private printing of information documents. -
You may not request special consideration.
Only forms that conform with the official



form and the-specifications in Pub. 1179
are acceptable.

Transmitters, paying agents, etc.—A
transmitter, service bureau, paying agent,
or disbursing agent (hereafter referred to
as “agent”) may sign Form 1096 or 4804
on behalf of any person required to file
(hereafter referred to as “the payer”) if the
conditions in items (1) and (2) below are
met:

(1) The agent has the authority to sign
the form under an agency agreement (oral,
written, or implied) that is valid under state
law, and

(2) The agent signs the form and adds
the caption “For: (Name of payer).”

Signing of the form by an authorized
agent on behalf of the payer does not
relieve the payer of the liability for penalties
for not filing a correct, complete, and
timely Form 1096 or 4804 and
accompanying returns.

Forms 1098, 1099, 5498, W-2G, or other
statements to recipients issued by a
service bureau or agent should show the
same payer’s name as shown on the
information returns filed with the IRS.

For information about the election to
report and deposit backup withholding
under the agent’s TIN and how to prepare
forms if the election is made, see Rev.
Proc. 84-33, 1984-1 C.B. 502 (Pub. 1272).
E. Shipping and Mailing.—If you are
sending many forms, you may send them
in conveniently sized packages. On each
package write your name and TIN, number
the packages consecutively, and place
Form 1096 in package number one. Postal
regulations require forms and packages to
be sent by first-class mail.

F. Recipient Names and Taxpayer
Identification Numbers.—Taxpayer
identification numbers (TINs) are used to
associate and verify amounts reported to
the IRS with corresponding amounts on
‘tax returns. Therefore, it is important that
you furnish correct names, social security
or employer identification numbers (EINS)
for recipients on the forms or magnetic
media sent to the IRS. Use Form W-9 to
request the recipient’s TIN. (You may be
subject to a penalty for an incorrect or
missing TIN. See Penalties on page 2.)

Note: /f the recipient does not provide a
TIN, leave the box for providing the TIN to
the IRS blank on the Form 1098, 1099,
5498, or W-2G. See Backup Withholding
on page 1.

The TIN for individual recipients of
information returns is the social security
number (SSN). For other recipients,
including corporatlons, partnershups,
and estates, it is the EIN.

-SSNs have nine digits separated by two
hyphens (000-00-0000), and EINs have
nine digits separated by only one hyphen
(00-0000000).

Show the full name and address in the
section provided on the retum. If
payments have been made to more than
one recipient or the account is in more
than one name, show as the ONLY name
on the first name line the name of the

recipient whose TIN is shown on the
return. Show the names of any other
individual recipients in the area below the
first line, if desired. Form W-2G filers see
Form 5754, later.

For sole proprietors, show the
individual’s name on the first name line; on
the second name line, you may enter the
business name. You may not enter only
the business name. For the TIN, enter
either the individual’s SSN or the EIN of
the business (sole proprietorship).

G. Filer's Name, Identification Number,
and Address.—The TIN for filers of
information returns, including sole
proprietors and nominees/middlemen, is
the Federal EIN. However, sole proprietors
and nominees/middlemen who are not
otherwise required to have an EIN should
use their social security numbers. A sole
proprietor is not required to have an EIN
unless he or she must file excise or
employment tax returns. See Pub. 583,
Taxpayers Starting a Business.

The filer's name and TIN should be
consistent with the name and number used
on the filer’s other tax returns. The name
of the filer's paying agent or service bureau
must not be used in place of the name of
the filer. _

To obtain an EIN, file Form .SS-4,
Application for Employer Identification
Number, with the IRS. If you do not have
your EIN by the time you must file
information returns, enter “Applied For” in
any space where the number must be
entered.

Include the room, suite, or other unit
number after the street address. ‘

H. Statements to Recipients (Borrowers,
Participants, Payers/Borrowers,
Transferors, or Winners on Certain
Forms).—Be sure that the statements you
provide to recipients are clear and legible.

Different rules apply to furnishing
statements to recipients depending on the
type of payment you are reporting and the
form you are filing.

If you are not using the official IRS form
to furnish statements to recipients, see
Pub. 1179, Specifications for Paper
Document Reporting and Paper
Substitutes for Forms 1096, 1098, 1099
Series, 5498, and W-2G, for specific rules
about providing “substitute” statements to
recipients. A substitute is any statement
other than Copy B (generally) of the official
form. You may develop them yourself or
buy them from a private printer. However,
the substitutes must comply with the
format and content requirements specified
in Pub. 1179.

Interest, dividend, and royalty
payments.—For payments of dividends or
interest (including original issue discount)
under section 6042, 6044, or 6049
(reported on Forms 1099-DIV, 1099-PATR,
1099-INT, or 1099-0ID), you are required
to furnish an official or substitute Form
1099 to a payee either in person or in a
statement mailing by first-class mail.
Payers of royalties are also required to
furnish the statement in person or in a
statement mailing by first-class mail, but

the statement need not be the official form.
Statements may be sent by intraoffice mail
if you use intraoffice mail to send account
information and other correspondence to -
the payee.

Statement mailing.—In addition to
Forms W-8, W-9, or other 1098, 1099, and
5498 statements, the following enclosures
are permitted in a statement mailing: (1) a
check, (2) a letter explaining why no check
is enclosed, and (3) a statement of the
person’s account reflected on Form 1099.
You may also include Forms W-2. A letter
limited to an explanation of the tax
consequences of the information shown on
a payee statement also may be included. A
payee statement may be perforated to a
check with respect to the account reported
on the payee statement or to a statement
of the payee’s specific account if
payments on such account are r2flected
on the payee’s statement. The enclosure
to which the payee statement is perforated
must contain, in a bold and conspicuous
type, the legend “Important Tax Return
Document Attached.” No additional
enclosures, such as advertising,
promotional material, or a quarterly or
annual report, are permitted. Even a
sentence or two on the year-end statement
describing new services offered by the
payer is not permitted. However, logos are
permitted on the envelope and on any
enclosures.

For a statement mailing, the legend
“Important Tax Return Document
Enclosed” must appear on the outside of
the envelope and on each check, letter, or
account statement in a bold and
conspicuous manner. This legend is not
required on any tax form, tax statement, or
permitted letter of tax consequences
included in a statement mailing, nor is it
required on a check or statement of the
payee’s account that is perforated to a
Form 1099. Such statement or check must
contain the legend “Important Tax Return
Document Attached,” described in the
preceding paragraph. Further, you need
not pluralize the word “document” in the
legend simply because more than one
payee statement is enclosed.

Note: If you follow the more stringent
“separate mailing” requirements of prior
law—your mailing contains only payee
statements, Forms W-8 and W-9, and a
letter limited to the explanation of the tax
consequences of the information shown on
a payee statement included in the
envelope—you are not required to include .
the legend “Important Tax Return
Document Enclosed” on the envelope.

Substitute forms.—You may use
substitute Forms 1099-DIV, 1099-INT,
1099-0ID, and 1099-PATR if they contain
the same language as the official forms
and you comply with the procedures in
Pub. 1179, relating to substitute Forms
1099. Box captions and applicable
numbers must be clearly identified, using
the same wording and numbering as the
official form. However, for Form 1099-INT,
if your substitute does not contain Box 3,
“Interest on U.S. Savings Bonds and
Treas. obligations,” you may omit “not
included in Box 3” from the Box 1 caption.
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If you are using substitutes, the IRS
encourages you to use boxes so that the
substitute has the appearance of a form.
The substitute form must contain the
applicable instructions as on the front and
back of Copy B of the official form. See
Pub. 1179. For information about
substitute Form 1099-MISC for royalties,
see Other payments, below.

Real estate transactions.—You must
furnish a.statement to the transferor
containing the same information reported
to the IRS on Form 1099-S. You may use
Copy B of Form 1099-S or a substitute
form that complies with Pub. 1179 and
Regulations section 1.6045-4(m). You may
use a Uniform Settlement Statement (under
" RESPA) as the written statement if it is
conformed by including on the statement
the legend shown on Form 1099-S and by
designating which information is reported
to the IRS on Form 1099-S. You may
furnish the statement to the transferor in
person or by mail. Furnish the statement at
or after closing but by February 1, 1993.

Other payments.—Statements to
recipients for Forms 1098, 1099-A, 1099-B,
1099-G, 1099-MISC, 1099-R, 5498, W-2G,
1099-DIV only for section 404(k) dividends
reportable under section 6047, or 1099-INT
only for interest reportable under section
6041 need not be, but can be, a copy of
the paper form filed with the IRS. If you do
not use a copy of the paper form, all
information required to be reported must
be titled on the substitute in substantially
the same manner as on the official form.
Appropriate instructions to the recipient,
similar to those on the official form, must
be provided to aid in the proper reporting
of the items on the recipient’s income tax
return.

You may combine the statements with
other reports or financial or commercial
notices, or expand them to include other
information .of interest to the recipient. Be
sure that all copies of the forms are legible.

For additional requirements for paper
substitutes, see Pub. 1179.

Time for furnishing forms or
statements.— Generally, you must provide
Forms 1098, 1099, and W-2G information
by January 31 of the following year.
However, you may issue them earlier in
some situations, as provided by the
regulations. For example, you may furnish
Form 1099-INT to the recipient on
redemption of U.S. Savings Bonds at the
time of redemption. Brokers and barter
exchanges may furnish Form 1099-B
anytime but not later than January 31.

Trustees or issuers of IRAs or SEPs
must provide participants with a statement
of the value of the participant’s account by
January 31. IRA contribution information
must be furnished to the participant by
May 31.

For real estate transactions, you may
furnish the statement to the transferor at
closing or by mail on or before January 31.

Filers of Form 1099-G who report state
or local income tax refunds, credits, or
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offsets must furnish the statements to
recipients during January of the following
year.

l. Corrected and Void Returns.—If a

. return has been incorrectly prepared and

submitted to the IRS, you must file a
complete corrected return as soon as
possible. To determine whether you are
required to submit corrected returns on
magnetic media, see Magnetic
Media/Electronic Reporting, earlier. All
boxes must be completed on the
appropriate forms with the correct
information, not just the boxes needing
correction. Submit Form 1096 and Copies
A of corrected forms to the appropriate
service center as soon as possible. If you

are making corrections on magnetic media,

see Pub. 1220.

Note: If you fail to file correct information
returns, you may be subject to a penality.
See Failure To File Correct Information
Returns by the Due Date (Section 6721),
on page 2. o

Statements to the recipient (etc.)
identified as corrected must be provided to
them as soon as possible.

On all Forms 1098, 1099, and 5498, a
box is provided for the account number. If
the account number was provided on the
original return, use this number on the
corrected return to help identify the
appropriate incorrect return filed when
more than one return was filed for a
particular individual. The account number
may be a checking account number,
savings account number, serial number, or
any other number assigned to the payee
by the filer that is unique and will
distinguish the specific account. This
number must appear on both the original
and corrected returns to properly identify
and process the correction.

A Form 1096 must be used to transmit
all paper forms including corrections. Do
not staple the paper forms to Form 1096.
Use a separate Form 1096 for each type
of return being corrected.

If a completed or partially completed
Form 1098, 1099, or 5498 is incorrect and
you want to void it, enter an “X” in the
“VOID” box at the top of the form. If you
make an error while typing or printing a
Form 1098, 1099, or 5498, enter an “X” in
the “VOID” box at the top of the form. The
return will then be disregarded during
processing by the IRS. DO NOT CUT or
separate the forms that are two or three to
a page. The entire page must be
submitted. ) .

Caution: An entry in the “VOID” box will
not correct a previously filed information
return.

The following chart gives step-by-step
instructions for filing corrected returns for
three of the most frequently made errors.
Correction of errors may reduire the
submission of more than one return. Be
sure to read each section thoroughly.

Guidelines for Filing Corrected -
Returns on Paper Forms

How To File the Corrected
Return on Paper Forms

Error (on Original
Return)

1. No payee TIN (SSN
or EIN) or incorrect
payee TIN, or
incorrect name and
address. This will
require two
separate
transactions to
make the
correction properly.
Read and follow all
instructions for
both Transactions
1and 2.

TRANSACTION 1: Identify
incorrect return submitted.
A. Form 1096:

1.

2.

Prepare a new
transmittal Form 1096.
This Form 1096 will
be used to transmit
your corrected
returns. Therefore,
complete Form 1096
showing your correct
name, address, and
TIN, and in the other
boxes enter only
information about the
corrected returns. For
example, enter in Box
3 of Form 1096 only
the number of
corrected returns
being submitted.

B. Form 1098, 1099, 5498,
or W-2G:

1.
2.

Prepare a new
information return(s).
Enter an “X” in the
“CORRECTED” box at
the top of the form(s).

. Enter the payer,

recipient, and account
number information
exactly as it appeared
on the original
incorrect return;
HOWEVER, enter “0”
(zero) for all money
amounts.

. File Form 1096 and

Copies A of the
returns with the
appropriate service
center.

. Do NOT include

copies of the original
return(s) that was filed
incorrectly.

TRANSACTION 2: Report
correct information.

A. Form 1096:

1.

2.

Prepare a new .
transmittal Form 1096.
Enter the words “Filed
To Correct TIN, Name,
and/or Address” in the
bottom margin of the
form.

. Provide all requested

information on the
form as it applies to
the return(s) prepared
in B, below. .

B. Form 1098, 1099, 5498,
or W-2G:

1.
2.

Prepare a new
information return(s).
Do NOT enter an “X”
in the “CORRECTED”
box at the top of the
form(s). Submit the
new return(s) as
though it was an
original.

. Include all the correct

information on the
form including the
correct TIN and name
and address.



Errof (on Original
Return)

How To File the Corrected
Return on Paper Forms

4. File Form 1096 and
Copies A of the
returns with the
appropriate service
center. You MUST
NOT use the same
Form 1096 used in
Transaction 1.

5. Do NOT include
copies of the original
return(s) that was filed
incorrectly.

2. Incorrect money
amount(s) or
incorrect address.
(Follow the
instructions under
Error 1, instead of
these instructions,
if you must correct
an address AND a
name or TIN.)

A. Form 1096:

Follow the instructions

under Error 1,

Transaction 1-A.

B. Form 1098, 1099, 5498,
or W-2G:

1. Prepare a new
information return(s).

2. Enter an “X” in the
“CORRECTED” box at
the top of the form(s).

3. Enter the payer,
recipient, and account
number information
exactly as it appeared
on the original
incorrect return;
HOWEVER, enter all
correct money
amounts in the
correct boxes as they
should have appeared
on the original return,
and enter the
recipient’s correct
address.

4. File Form 1096 and
Copies A of the
returns with the
appropriate service
center.

5. Do NOT include
copies of the original
return(s) that was filed
incorrectly.

3. Original return was
filed using the
WRONG type of
return. For
example, a Form
1099-DIV was filed
when a Form
1099-INT should
have been filed.
This will require
two separate
transactions to
make the

correction properly.

Read and follow all
instructions for
both Transactions
1and 2.

TRANSACTION 1: Identify
incorrect return submitted.
A. Form 1096:
Follow the instructions
under Error 1,
Transaction 1-A.
B. Form 1098, 1099, 5498,
or W-2G:
Follow the instructions
under Error 1,
Transaction 1-B, using
the same type of form
that was used initially.
TRANSACTION 2: Report
correct information on the
correct type of return.

A. Form 1096:
Follow the instructions
under Error 1,
Transaction 2-A, except
enter the words “Filed To
Correct Document Type”
rather than “Filed To -
Correct TIN, Name,
and/or Address” in the
bottom margin of Form
1096.

B. Form 1098, 1099, 5498,
or W-2G:
Follow the instructions
under Error 1,
Transaction 2-B, using
the proper type of form.

J. Other Information Returns.—The
income information you report on the
following returns must not be repeated on
the returns discussed in the Specific
Instructions in this publication:

(1) Form W-2 reporting wages and other
employee compensation.

(2) Forms 1042S and 1000 reporting
income.

(3) Form 2439 reporting undistributed
long-term capital gains of a regulated
investment company.

(4) Schedule K-1 of Form 1065 reporting
distributive shares to members of a
partnership.

(5) Schedule K-1 of Form 1041 reporting
distributions to beneficiaries of trusts or
estates.

(6) Schedule K-1 of Form 1120S
reporting distributive shares to
shareholders of S corporations.

(7) Schedule K of Form 1120-IC-DISC
reporting actual and constructive
distributions to shareholders and deferred
DISC income.

(8) Schedule Q of Form 1066 reporting
income from a REMIC to a residual interest
holder.

K. Payments to Corporations and
Partnerships.—Reporting generally is not
required for payments to corporations
except in the case of (1) medical payments
(Form 1099-MISC), (2) withheld Federal
income tax or foreign tax, (3) barter
exchange transactions (Form 1099-B),

(4) substitute payments in lieu of dividends
and tax-exempt interest (Form 1099-MISC),
(5) interest or original issue discount paid
or accrued to a regular interest holder of a
REMIC (Form 1099-INT or 1099-0ID), and
(6) acquisitions or abandonments of
secured property (Form 1099-A). For
example, reporting is not required for
payments of architectural fees to
corporations.

However, reporting generally is required
for payments to partnerships. For example,
payments of $600 or more made in the
course of your trade or business to a law
firm that is a partnership are reportable on
Form 1099-MISC.

L. Earnings on an IRA or SEP.—
Generally, any income with respect to an
IRA or SEP, such as interest or dividends,
should not be reported on Forms 1099
unless a distribution is made. Distributions
should be reported on Form 1099-R.

Specific Instructions

If a distribution includes noncash property,
show the fair market value of the property
at the time of payment.

Although, generally, you are not required
to report payments smaller than the
minimum described for each form, you
may prefer, for economy and your own
convenience, to file Copies A for all
payments. The IRS encourages this.

Form 1098

Use Form 1098, Mortgage Interest
Statement, to report mortgage interest
(including reportable points, defined later)
of $600 or more received by you during
the year in the course of your trade or
business from an individual, including a
sole proprietor. File a separate Form 1098
for each mortgage. The term “interest,” as
used in these Form 1098 instructions,
includes reportable points unless otherwise
specified. ‘

Exceptions.—You need not file Form 1098
for interest received from a corporation,
partnership, trust, estate, association, or
company (other than a sole proprietor)
even though an individual is a coborrower
and all the trustees, beneficiaries, partners,
members, or shareholders of the payer of
record are individuals.

Mortgage Defined.—An obligation
incurred after 1987 is a mortgage if real
property that is located inside or outside
the United States secures all or part of the
obligation, even though the interest
recipient classifies the obligation as other
than a mortgage, for example, as a
commercial loan.

An obligation incurred after 1984 but
before 1988 is a mortgage only if secured
primarily by real property.

An obligation in existence on December
31, 1984, is not a mortgage if, at the time
the obligation was incurred, the interest
recipient reasonably classified the
obligation as other than a mortgage, real
property loan, real estate loan, or other
similar type of obligation. For example, if
an obligation incurred in 1983 was secured
by real property, but the interest recipient
reasonably classified the obligation as a
commercial loan because the proceeds
were used to finance the borrower’s
business, the obligation is not considered
a mortgage for purposes of this reporting
requirement. However, if over half of the
obligations in a class established by the
interest recipient are primarily secured by
real property, it is not reasonable to
classify those obligations as other than
mortgages for purposes of this reporting
requirement.

Real property includes a manufactured
home as defined in section 25(e)(10),
including certain mobile homes.

Lines of credit and credit card
obligations.—Interest received on any
mortgage that is in the form of a line of
credit or credit card obligation is reportable
regardless of how you classified the
obligation. A borrower incurs a line of
credit or credit card obligation when the
borrower first has the right to borrow
against the line of credit or credit card,
whether or not the borrower actually
borrows an amount at that time.

Price Level Adjusted Mortgage
(PLAM).— For a PLAM issued after
January 8, 1990, reportable interest on
Form 1098 includes payments of accrued
original issue discount (OID). The part of
each payment treated as OID is
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determined under Temporary Regulations
section 1.1275-6T.

Who Must File.—File this form if you are

_engaged in a trade or business and, in the
course of such trade or business, you
receive from an individual $600 or more of
mortgage interest on any one mortgage
during the calendar year. You are not
required to file this form if the interest is
not received in the course of your trade or
business. For example, you hold the
mortgage on your former personal
residence. The buyer makes mortgage
payments to you. You are not required to
file Form 1098.

You must file a separate Form 1098 for
each mortgage on which you received
interest of $600 or more. If you received
less than $600 of interest on a mortgage,
no reportmg is required on that mortgage.

If you receive $600 or more of mortgage
interest in the course of your trade or
business, you are subject to the
requirement to file Form 1098, even if you
are not in the business of lending money.
For example, if you are a real estate
developer and you provide financing to an
individual to buy a home in your
subdivision, and that home is security for
the financing, you are subject to this
reporting requirement. However, if you are
a physician not engaged in any other
business and you lend money to an
individual to buy your home, you are not
subject to this reporting requirement
because you did not receive the interest in
the course of your trade or business as a
physician. ‘

A governmental unit (or any subsidiary
agency) receiving mortgage interest from
an individual of $600 or more must file this
form.

Cooperative housing corporation.—A
cooperative housing corporation is an
interest recipient and must file Form 1098
to report an amount received from its
tenant-stockholders that represents the
tenant-stockholders’ proportionate share of
interest described in section 216(a)(2). This
. rule applies only to tenant-stockholders

who are jndividuals and from whom the
cooperative has received at least $600 of
interest during the year.

Collection agents.—Generally, if you
receive reportable interest payments on
behalf of someone else and you are the
first person to receive the interest, for
example, if you are a servicing bank

collecting payments for a lender, you must

file this form and enter your name,
address, and TIN in the recipient entity
area. You must file this form even though
you do not include the interest received in
your income but you merely transfer it to
another person. If you wish, you may enter
the name of the person for whom you
collected the interest in Box 3. The person
for whom you are receiving the interest

~ need not file Form 1098.

However, there is an exception to this
rule for any period that (1) the first person
to receive or collect the interest does not
have the information needed to report on
Form 1098, and (2) the person for whom
the interest is received or collected would
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receive the interest in its trade or business
if the interest were paid directly to such
person. If-(1) and (2) apply, the person on
whose behalf the interest is received or
collected is required to report on Form
1098. If interest is.received or collected on
behalf of another person other than an
individual, such person is presumed to
receive the interest in a trade or business.

Foreign interest recipient.—If you are
not a U.S. person, as defined in section
7701(a)(30), you must file Form 1098 if the
interest is received in the United States. If
the interest is received outside the United
States, you must file Form 1098 if (1) you
are a controlled foreign corporation, or (2)
at least 50% of your gross income from all
sources for the 3-year period ending with
the close of the tax year preceding the
receipt of interest (or for such part of the
period as you were in existence) was
effectively connected with the conduct of a
trade or business in the United States.

Nonresident Alien Interest Payer. —You
must file Form 1098 to report interest paid
by a nonresident alien only if all or part of
the security for the mortgage is real
property located in the United States.

Payer of Record.—The payer of record is
the individual carried on your books and
records as the principal borrower. If your
books and records do not indicate which
borrower is the principal borrower, you
must designate a borrower as the principal
borrower.

If you permit a subsequent purchaser of
the property to assume the loan without
releasing the first purchaser from personal
liability, the subsequent purchaser is the
payer of record. Such subsequent
purchaser’s name, address, and TIN must
appear on Form 1098.

Multiple Borrowers.—Even though there
may be more than one borrower on the
mortgage, you are required to prepare
Form 1098 only for the payer of record,
and only if such payer of record is an
individual, showing the total interest
received on the mortgage. Even if an
individual is a coborrower, no Form 1098 is
required unless the payer of record is also

an individual.

Payments by Third Party.—Report all
interest received on the mortgage as
received from the borrower, except as
explained under Seller Payments, below.
For example, if the borrower’s mother
makes payments on the mortgage, the
interest received from the mother is
reportable on Form 1098 as received from
the borrower.

However, do not report mortgage .
interest received from any governmental
unit (or any subsidiary agency). For
example, do not report any interest
received as housing assistance payments
from the Department of Housing and -
Urban Development (HUD) on mortgages
insured under section 235 of the National
Housing Act.

Seller Payments.—Do not report in Box 1
of Form 1098 any interest paid by a seller
on a purchaser-borrower’s mortgage, such
as on a “buy-down” mortgage. For
example, if a real estate developer

deposits an amount in escrow’and tells
you to draw on that escrow account to pay
interest on the borrower’s mortgage, do
not report in Box 1 the interest received
from that escrow account. As another
example, do not report in Box 1 any lump
sum paid by a real estate developer to pay
interest on a purchaser’s/borrower’s
mortgage. However, if you wish, you may
use Box 3 to report to the payer of record
any interest paid by the seller.

Rule of 78s Method of Accounting.—If
you are permitted by Rev. Proc. 83-40,
1983-1 C.B. 774, or any other revenue
procedure, to use the Rule of 78s method
to calculate interest earned with respect to
a transaction, you may report interest
earned under the Rule of 78s method on
that transaction as interest received from
the borrower in a calendar year. In this
case, you must notify borrowers that the
Rule of 78s method was used to calculate
interest received and that the borrowers
may not deduct the amount reported
unless the borrowers are also properly
using the Rule of 78s method to determine
interest deductions. The notification must
also state that the Rule of 78s method may
be used only in the case of a self-
amortizing consumer loan that requires
level payments, at regular intervals (at least
annually), over a period not in excess of §
years (with no balloon payment at the end
of the loan term), and only when the loan
agreement provides for use of the Rule of
78s method to determine interest earned
(see Rev. Proc. 83-40 and Rev. Rul. 83-84,
1983-1 C.B. 97). The notice must be
furnished to the payer of record on or with
the statement of the interest received.

Points.—You must report points paid on
the mortgage only if the points meet all the
following conditions:

(1) The points are interest, i.e., for the
use or forbearance of money. Thus, do not
report points that are paid for services.

(2) The points conform to an established
business practice of charging points in the
area where the loan was issued, and the
points charged do not exceed the number
of points generally charged in that area.

(3) The points are for a mortgage loan
applied to & closing occurring after 1990.

(4) The points are paid directly by the
borrower. For purposes of this reporting
requirement, an amount charged to the
borrower as points for thé acquisition of a
principal residence is treated as paid
directly by the borrower.

(5) The points are for the purchase of the
borrower's principal residence, whlch
secures the loan.

Report the total points on Form 1098
for the year of closing regardless of the
accounting method you use to report
the points as income for Federal income
tax purposes.

Principal residence.—You may rely on a
signed written statement of the borrower
that states whether the proceeds of the
loan are for the purchase of the borrower’s
principal residence.

Points not reportable.—Do not report
points (1) on loans for closings before



1991, (2) paid for loans to improve a
principal residence, (3) paid for loans to
purchase or improve a second or vacation
property, investment property, or trade or
business property, (4) paid on a refinancing
or home equity loan, or for a line of credit
secured by a principal residence, and (5)
paid in excess of the amount generally
charged in the area, e.g., the payment of
excess points to “buy down” the cost of
money.

Safe harbor.—For an alternative
safe-harbor provision for reporting points,
see Rev. Procs. 92-11, 1992-3 |.R.B. 26,
and 92-12, 1992-3 I.R.B. 27.

Prepaid Interest.—Report prepaid interest
(other than points), only in the year in
which it properly accrues. For example,

- _interest received on December 20, 1992,

‘that accrues by December 31 but is not
due until February 1, 1993, is reportable on
the 1992 Form 1098.

Exception.—Interest received during the
current year that will properly accrue in full
by January 15 of the following year may be
considered received in the current year, at
your option, and is reportable on Form
1098 for the current year. However, if any
part of an interest payment accrues after
January 15, then only the amount that
properly accrues by December 31 of the
current year is reportable on Form 1098 for
the current year. For example, if you
receive a payment of interest that accrues
for the period December 20 through
January 20, you cannot report any of the
interest that accrues after December 31 for
the current year. You must report the
interest that accrues after December 31 on
Form 1098 for the following year.

Statements to Payers of Record.—For
information about the requirement to
furnish a statement to the payer of record,
see part H under General Instructions,
earlier.

Recipient’s/Lender’'s Name and Address
Box.—Enter the name and address of the
filer of Form 1098. Use this same name
and address on Form 1096.

Payer’'s/Borrower’s Name and Address
Box.—Enter the name and address of the
person who paid the interest (payer of
record).

Note: Be careful to enter the recipient’s
and payer’s information in the proper
boxes.

Box 1.—Enter the interest (not including
points) received on the mortgage from
borrowers during the calendar year.
Include interest on a mortgage, a home
equity loan, or a line of credit or credit
card loan secured by real property. Do not
include government subsidy payments, .
seller payments, or prepaid interest that
does not meet the exception explained
earlier under Prepaid Interest. Interest
includes prepayment penalties and late
charges unless the late charges are for a
specific service provided with respect to
the mortgage.

Box 2.—Enter points paid directly on the
purchase of a principal residence. For an
explanation of reportable points, see
Points, earlier.

Box 3.—Enter any other item you wish to
report to the payer, such as real estate
taxes, insurance, or if you are a collection
agent, the name of the person for whom
you collected the. interest. This box is
optional and is provided only for your
convenience. You do not have to report to
the IRS any information provided in this
box. You are not required to report the
average balance of the mortgage.

Form 1099-A

File Form 1099-A, Acquisition or
Abandonmient of Secured Property, for .
each borrower if you lend money in
connection with your trade or business
and, in full or partial satisfaction of the
debt, you acquire an interest in property
that is security for the debt, or you have
reason to know that the property has been
abandoned. You need not be in the
business of lending money to be subject to
this reporting requirement.
Property.—Property means real property
(such as a personal residence), intangible
property, or tangible personal property held
for investment or used in a trade or
business. No reporting is required for a
loan made to an individual and secured by
an.interest in tangible personal property
that is neither held for investment nor used
in a trade or business. However, you must
file Form 1099-A if the personal property is
held for both personal use and either for
use in a trade or business or for
investment.

No reporting is required if the property
securing the loan is located outside the
United States and the borrower has
furnished the lender a statement, under
penalties of perjury, that the borrower is an
exempt foreign person (unless the lender
knows that the statement is false).

Who Must File.—In addition to the general
rule specified above, the following rules
apply.

If there are multiple owners of
undivided interests in a single loan, such
as is the case in pools, fixed investment
trusts, or other similar arrangements, the
trustee, record owner, or person acting in
a similar capacity must file Form 1099-A
on behalf of all the owners of beneficial
interests or participations. In this case,
only one form for each borrower must be
filed on behalf of all owners with respect to
the loan. Similarly, in the case of bond
issues, only the trustee or similar person is
required to report.

A governmental unit, or any of its
subsidiary agencies, that lends money
secured by property must file Form
1099-A.

A subsequent holder of a loan is
treated as the lender for purposes of the
reporting requirement for events occurring
after the loan is transferred to the new
holder.

If more than one person lends money
secured by property and one lender
forecloses or otherwise acquires an
interest in the property and the sale or
other acquisition terminates, reduces, or

otherwise impairs the other lenders’
security interests in the property, the other
lenders must file Form 1099-A for each of
their loans. For example, if a first trust

“holder forecloses on a building, and the

second trust holder knows or has reason
to know of such foreclosure, the second
trust holder must file Form 1099-A for the

.second trust even though no part of the

second trust was satisfied by the proceeds
of the foreclosure sale.

Abandonment.—An abandonment occur$
when the objective facts and
circumstances indicate that the borrower
intended to and has permanently
discarded the property from use. You have
“reason to know” of an abandonment
based on all the facts and circumstances
concerning the status of the property. You
will be deemed to know all the information
that would have been discovered through
a reasonable inquiry when, in the ordinary
course of business, the lender becomes
aware or should become aware of
circumstances indicating that the property
has been abandoned. If you expect to
commence a foreclosure, execution, or
similar sale within 3 months of the date
you had reason to know that the property
was abandoned, reporting is required as of
the date you acquire an interest in the
property or a third party purchases the
property at such sale. If you expect to but
do not commence such action within 3
months, the reporting requirement arises at
the end of the 3-month period.

Statements to Borrowers.—For
information about the requirement of
furnishing a statement to the borrower, see
part H under General Instructions, earlier.

Box 1.—Enter the date of your acquisition
of the secured property or the date you
first knew or had reason to know that the
property was abandoned. An interest in the
property generally is acquired on the earlier
of the date title is transferred to the lender
or the date possession and the burdens
and benefits of ownership are transferred
to the lender. If an objection period is .
provided by law, use the date the objection
period expires. If you purchase the
property at a sale held to satisfy the debt,
such as at a foreclosure or execution sale,
use the later of the date of sale or the date
the borrower’s right of redemption expires.
Please use the following format to indicate
the date: MMDDYY. For example, for
January 9, 1992, enter 010992,

For an abandonment, enter the date you
knew or had reason to know that the
property was abandoned unless you
expect to commence a foreclosure,
execution, or similar action within 3
months, as explained earlier. If a third
party purchases the property at a
foreclosure, execution, or similar sale, the
property is treated as abandoned, and you
have reason to know of its abandonment
on the date of sale.

Box 2.—Enter the balance of the debt
outstanding at the time the interest in the
property was acquired or on the date you
first knew or had reason to know that the
property was abandoned. Include only
unpaid principal on the original debt. Do

i
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not include accrued interest or foreclosure
costs.

Box 3.—For a foreclosure, execution, or
similar sale, enter the gross foreclosure bid
price accepted at the sale. If there was no
such sale, leave Box 3 biank.

Box 4.—For recourse loans only, if an
abandonment or a voluntary conveyance to
the lender in lieu of foreclosure occurs,
enter the appraised value of the property.
For a foreclosure, execution, or similar
sale, you are not required to enter the
appraised value.

Box 5.—Enter an “X” in the applicable box
to indicate whether the borrower was
personally liable for repayment of the debt
at the time the debt was created or, if
modified, at the time of the last
maodification.

Box 6.—Enter a general description of the
property. For real property, generally you
must enter the address of the property, or,

_if the address does not sufficiently identify
the property, enter the section, lot, and
block. For personal property, enter the
applicable type, make, and model. For
example, describe a car as “Car—1992
Buick Regal.” Use a category such as
“Office Equipment” to describe more than
one piece of personal property, such as six
desks and seven typewriters. Enter “CCC”
for crops forfeited on Commodity Credit
Corporation loans.

Form 1099-B

Any person, including a governmental unit
and any subsidiary agency, doing business
as a broker or barter exchange must file
Form 1099-B, Proceeds From Broker and
Barter Exchange Transactions, for each
person (a) for whom the broker has sold
(including short sales) stocks, bonds,
commodities, regulated futures contracts,
foreign currency contracts, forward
contracts, debt instruments, etc., or

(b) who exchanged property or services
through the barter exchange.

Brokers

The term broker means a person who, in
the ordinary course of a trade or business,
stands ready to effect sales to be made by
others. A corporation is a broker if it
regularly stands ready to redeem its stock
or retire its debt. However, if there are no
facts that indicate otherwise, a corporation
that purchases odd-lot shares from its
stockholders is not a broker. If you

manage a farm for someone else, you are

not considered a broker.

For a sale of securities through a “cash
on delivery” or similar account, only the
broker that receives the gross proceeds
from the sale against delivery of the
securities sold is required to report the
sale. However, if such broker’s customer is
a “second-party broker” that is an exempt
recipient, only the second-party broker is
required to report the sale.

If the proceeds of a sale are paid in
caonvertible foreign currency, the amount to
be reported must be converted into U.S.
dollars. You may use the exchange rate on
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the sales date or the exchange rate on the
last business day of the reporting period in
which the sale occurs.

Brokers must report each transaction
(other than regulated futures or foreign

. currency contracts) on a separate Form

1099-B. Transactions involving regulated
futures or foreign currency contracts are to
be reported on an aggregate basis.

To report substitute payments in lieu of
dividends and tax-exempt interest, as
required by section 6045(d), do not use
Form 1099-B. See Box 8 under Form
1099-MISC, later.

Form 8308, Report of a Sale or
Exchange of Certain Partnership Interests,
does not have to be filed if Form 1099-B is
required for the transfer of the partnership
interest.

No return is required by brokers for:

(1) Sales by exempt recipients. Common.
examples include corporations, charitable
organizations, individual retirement plans,
the United States, a state and political
subdivisions.

(2) Sales initiated by dealers in securities
and financial institutions.

(3) Sales by cértain custodians and
trustees. .

(4) Sales at issue price of interests in
certain regulated investment companies.

(5) Obligor payments on:

(a) Nontransferable obligations, such as
savings bonds or CDs.

(b) Obligations for which gross proceeds
are reported on other Forms 1099, such as
stripped coupons issued prior to July 1,
1982.

(c) Retirement of short-term obligations
with original issue discount (reported on
Form 1099-INT). However, Form 1099-B is
required for the retirement of short-term
state obligations having no original issue
discount.

(d) Callable demand obligations that
have no premium or discount.

(6) Sales of foreign currency unless
under a forward or regujated futures
contract that requires delivery of foreign
currency.

(7) Sales of fractional shares of stock if
gross proceeds are less than $20.

(8) Retirements of book-entry or
registered form obligations if no interim
transfers have occurred.

(9) Exempt foreign persons.

Barter Exchanges

The term barter exchange means any
person with members or.clients who
contract either with each other or with
such person to trade or barter property or
services either directly or through such:
person. The term does not include
arrangements that provide solely for the
informal exchange of similar services on a
noncommercial basis. Persons who are not
a barter exchange but who trade services
do not file Form 1099-B. However, they
may be required to file Form 1099-MISC.

Barter exchanges must report each
transaction involving noncorporate
mémbers or clients of a barter exchange
on a separate Form 1099-B. Transactions
involving corporate members or clients of a
barter exchange may be reported on an
aggregate basis.

No return is required by barter
exchanges for:

(1) Exchanges throdgh a barter exchange
having less than 100 transactions during
the calendar year.

(2) Exempt foreign persons.

2nd TIN Not.—You may enter an “X” in
this box if you were notified by the IRS
twice within 3 calendar years that the
payee provided an incorrect taxpayer
identification number (TIN). If you mark this
box, you will comply with a safe harbor
due diligence requirement of Temporary
Regulations section 35a.9999-3, Q/A-89,
and the IRS will not send you any further
notices about this account.

Statements to Recipients.—For
information about the requirement to
furnish a statement to the proceeds
recipient, see part H under General
Instructions, earlier.

Box 1a.—For broker transactions, enter
the trade date of the sale or exchange. For
barter exchanges, enter the date that cash,
property, a credit, or scrip is actually or
constructively received. Please use the
following format to indicate the date:
MMDDYY. For example, for January 9,
1992, enter 010992. For aggregate
reporting, no entry is required.

Box 1b.—For transactional reporting by
brokers, enter the CUSIP (Committee on
Uniform Security Identification Procedures)
number of the obligation.

Box 2.—Enter the gross proceeds from
any disposition of securities (including
short sales), commodities, or forward
contracts. To determine gross proceeds,
you may take into account commissions
and option premiums if this treatment is
consistent with your books. You may not
take into account state and local transfer
taxes. Check the applicable box to indicate
which amount has been reported to the
IRS. Do not include amounts shown in
Boxes 6 through 9. Any accrued interest
on bonds sold between payment dates (or
on a payment date) should not be included
in this box. Instead, report this accrued
interest on Form 1099-INT. A loss from a
closing transaction on a forward contract
must be shown as a negative amount by
enclosing it in parentheses.

Box 3.—Enter the gross amounts received
by a member or client of a barter
exchange for goods or services. This
includes cash received, property or
services received, a credit on your books,
or scrip issued. Do not report negative
amounts.

-Box 4.—Enter backup withholding. For

example, persons who have not furnished
their TIN to you in the manner required are
subject to withholding at a 20% rate on
certain amounts required to be reported on
this form. .



Box 5.—For broker transactions, enter a
brief description: of the disposition item,
e.g., 100 shares of XYZ Corp. stock. If
necessary, abbreviate the description so
that it fits within Box 5. For regulated
futures contracts and forward contracts,
enter “RFC” or other appropriate
description and any amount subject to
backup withholding, under Temporary
Regulations section 35a.9999-3, Q/A-23.
Note: The amount withheld in these
situations is to be included in Box 4.

For bartering transactions, show the
services or property provided.

Box 6.—Enter the profit or (loss) realized
by the customer on closed regulated
futures or foreign currency contracts in
1992. For more information on reporting
foreign currency contracts, see Temporary
Regulations section 35a.9999-3, Q/A-26.

Box 7.—Enter the unrealized profit or (loss)
on open regulated futures or foreign
currency contracts at the end of 1991.

Box 8.—Enter the unrealized profit or (loss)
on open regulated futures or foreign
currency contracts as of December 31,
1992.

Box 9.—Enter the aggregate profit or (loss)
for the year from regulated futures or
foreign currency contracts. Use Boxes 6,
7, and 8 to figure the aggregate profit or
(loss). )

Form 1099-DIV

File Form 1099-DIV, Dividends and
Distributions, for each person (a) to whom
you have paid gross dividends and other
distributions on stock (Box 1a) of $10 or
more, (b) for whom you have withheld and
paid any foreign.tax on dividends and
other distributions on stock if the recipient
can claim credit for the tax on his or her
income tax return, (c) for whom you have
withheld any Federal income tax under the
backup withholding rules, or (d) to whom
you paid $600 or more as part of a
liquidation.

Section 404(k) Dividend.—Report on Form
1099-DIV dividends distributed under
section 404(k) on stock held by an
employee stock ownership plan (ESOP) or
a tax credit ESOP. However, if a section
404(k) distribution is made in the same
year as a total qualified distribution, the
entire amount should be reported as an
amount includible in income on Form
1099-R.

Exceptions.—You are not required to file
Form 1099-DIV for payments made to
certain payees including a corporation, a
tax-exempt organization, an individual
retirement arrangement (IRA), a U.S.
agency, a state, the District of Columbia, a
U.S. possession, or a registered securities
or commodities dealer.

Dividends.—If you make a payment that
may be a dividend, but you are unable to
determine whether any part of the payment
is a dividend by the time you must file
Form 1099-DIV, the entire payment must
be reported as a dividend. See regulations

under section 6042 for a definition of
dividends.

Note: Certain distributions commonly
referred to as “dividends” are actually
interest and are to be reported on Form
1099-INT. These include so-called
“dividends” on deposit or on share
accounts in cooperative banks, credit
unions, domestic building and loan
associations, domestic and Federal savings
and loan associations, and mutual savings
banks.

An exempt-interest dividend from a
regulated investment company retains its
tax-exempt status and is not reported on
Form 1099-DIV or 1099-INT.

Substitute Payments in Lieu of
Dividends.—For payments received by a
broker on behalf of a customer in lieu of
dividends as a result of the transfer of a
customer’s securities for use in a short
sale, see Box 8 under Form 1099-MISC,
later.

RICs.—If a regulated investment company
(RIC) declares a dividend in October,
November, or December payable to
shareholders of record on a specified date
in such a month, the dividends are treated
as paid by the RIC and received by the

shareholders on December 31 of such year

as long as the dividends are actually paid
by the RIC during January of the following
year. Such dividends should be reported
on Form 1099-DIV for the year preceding
the January they are actually paid. See
section 852(b)(7).

Restricted Stock.—For information about
reporting dividends on restricted stock, see
Rev. Procs. 80-11, 1980-1 C.B. 616, and
83-38, 1983-1 C.B. 773, and Rev. Rul.
83-22, 1983-1 C.B. 17. )

2nd TIN Not.—You may enter an “X” in.
this box if you were notified by the IRS
twice within 3 calendar years that the
payee provided an incorrect taxpayer
identification number (TIN). If you mark this
box, you will comply with a safe harbor
due diligence requirement of Temporary
Regulations section 35a.9999-3, Q/A-89,
and the IRS will not send you any further
notices about this account.

Statements to Recipients.—For an
explanation of the requirement to furnish
an official form to recipients in person or
by statement mailing, see part H under
General Instructions, earlier. Also see
Pub. 1179.

Box 1a.—Enter gross dividends, including
those from money market funds, and other
distributions on stock. Include reinvested
dividends as gross dividends. Also, include
amounts shown in Boxes 1b, 1¢, 1d, and
1e. Do not include in Box 1a amounts
reported in Boxes 5 and 6.

Box 1b.—Enter ordinary dividends. Also
include this amount in Box 1a.

Box 1c.—Enter capital gain distributions.
Also include this amount in Box 1a.

Box 1d.—Enter nontaxable distributions, if
determinable. Also include this amount in
Box 1a. (File Form 5452, Corporate Report
of Nondividend Distributions, if you pay
nontaxable distributions to shareholders.)

Box 1e.—Enter the stockholder’s pro rata
share of certain amounts deductible by a
nonpublicly offered regulated investment
company in computing its taxable income.
This amount is includible in the -
stockholder’s gross income under section
67(c) and must also be included in Box 1a.

Box 2.—Enter backup withholding. For
example, persons who have not furnished
their TIN to you in the manner required are
subject to withholding at a 20% rate on
certain dividend payments reported on this
form.

Box 3.—Enter any foreign tax withheld and
paid on dividends and other distributions
on stock. Report this amount in U.S.
dollars. ,

Box 4.—Enter the name of the foreign
country or U.S. possession to which the
withheld tax applies.

Note: Boxes 5 and 6 apply only to
corporations in partial or complete
liquidation.

Box 5.—Enter cash distributed as part of a
liquidation. Do not include this amount in
Box 1a.

Box 6.—Enter noncash distributions made
as part of a liquidation. Show the fair
market value as of the date of distribution.
Do not include this amount in Box 1a.

S Corporations

Box t1a.—Report as dividends on Form
1099-DIV only distributions made during
1992 out of accumulated earnings and
profits. See section 1368 for more
information.

Form 1099-G

File Form 1099-G, Certain Government
Payments, if you have made payments as
a unit of a Federal, state, or local
government.

Statements to Recipients.—Furnish a
copy of Form 1099-G or a statement to
each recipient, except as explained below
under Box 2. Also see part H under
General Instructions, earlier.

Box 1.—Enter payments of $10 or more in
unemployment compensation including
Railroad Retirement Board payments for
unemployment.

Box 2.—Enter refunds, credits, or offsets
of state or local income tax of $10 or
more“you made to recipients. If recipients

deducted the tax paid to a state or local

government on their Federal income tax
returns, any refunds, credits, or offsets,
may be taxable to them. If you can

- determine that the recipient did not claim

itemized deductions on the recipient’s
Federal income tax return for the tax year
giving rise to the refund, credit, or offset,
you are not required to furnish a copy of
Form 1099-G or a statement to the
recipient. However, you must file Form
1099-G with the IRS in all cases.

A tax on dividends, a tax on net gains
from the sale or exchange of a capital
asset, and a tax on the net taxable income
of an unincorporated business are taxes on
gain or profit rather t<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>