
Lesson 2: Form 1099-MISC Walkthrough, Part 2, Income

Hello and welcome back to our lesson on Form 1099-MISC reporting.  In our last lesson, we

talked about the first half of this form which related to the payor and payee details.  You know,

name, address, phone number, and a few other check boxes.  In this lesson, we will talk through

boxes one through seventeen to discuss income. Remember the Form 1099-MISC is used to

report many different types of income, unlike other forms that report one type of income.   Let’s

start now.

Our first box, Box 1, is for rents.  This is where we enter amounts of $600 or more for all types of

rents.  Here is where we begin to talk about the thresholds.   Certain types of income have

threshold amounts, so if the type of income paid does not meet the threshold, then the income

does not need to be reported on this form.  So, here, if then total rental income paid for a

calendar year to a payee that is $599 or less would not need to be reported on this form.

So, what are types of rents to report?  Real estate rentals paid for office space is one.  Machine

and pasture rentals are other examples.

Next, we have Box 2, which is for royalties.  So, where a payor pays $10 or more in royalty

income for a calendar year to a payee, it will enter that amount here in Box 2.  This relates to

royalties from oil, gas, or other mineral properties.   This box is also for royalty payments from

intangible property, which includes patents, copyrights, trade names, and trademarks.  A payor

would report the gross royalties in each case, before subtracting fees, commissions, or

expenses.



In box 3 we have other income.   This is for payments of $600 or more that is not reportable in

any other box on the Form 1099-MISC.  Prizes and awards that are not for services performed

and certain insurance payments may be reported in this box 3.  Another type of income to

report here is the fair market value of merchandise won on game shows.  If there is no other

form or box to report the income, box 3 for Other Income is probably the right spot!  Let’s keep

moving to box 4.

In box 4, we have Federal Income Tax Withheld.  This is where the payor enters backup

withholding.  We already know this is for payees who have not furnished their TIN to the payor

in the required manner and are subject to backup withholding on payments we talked about in

boxes 1 for rents, 2 for royalties, 3 for other income, and then boxes 5, 6, 8, 9, and 10, which we

will learn about next.  Recipients who have had backup withholding will enter this amount as a

credit or tax payment on their respective income tax returns. 

In box 5, we have fishing boat proceeds, where the payor would enter the individual’s share of

all proceeds from the sale of a catch.



And, in box 6, we have medical and health care payments.  This is for payors of a total $600 or

more in a calendar year during the course of a trade or business to each physician or other

supplier or provider of medical or health care services.  This includes payments by medical and

health care insurers under health, accident, and sickness insurance programs.

 
 
Box 7 is a checkbox.  The payor would enter an X in the checkbox for sales it made of $5,000 or
more of consumer products to a person on a buy-sell, deposit-commission, or other
commission basis for resale anywhere other than in a permanent retail establishment.

In box 8, we have substitute payments in lieu of dividends or interest.  In this box, the payor

enters the aggregate payments of at least $10 of substitute payments received by a broker for

a customer in lieu of dividends or tax-exempt interest as a result of a loan of a customerʼs



securities.  Donʼt get concerned if you are not familiar with some of these items.  These items

will be discussed in great detail in the Deep Dive Course that follows this Practical Cou  rse.

Box 9 is for crop insurance proceeds of $600 or more paid to farmers by insurance companies,

unless the farmer has informed the insurance company that it will treat those expenses

differently – such as capitalizing them under different code sections that we will not cover

here in this training.

Box 10 is for gross proceeds paid to an attorney in the amount of $600 or more.  These

payments must be in connection with legal services.  This box can be confusing as it is not

used for payment of the fees to an attorney.  Those fee payments are reported on the Form

1099-NEC for nonemployee compensation.  These payments relate to items such as

settlements that are paid to an attorney for settlement of a lawsuit.



Next, we have box 11 for Fish purchased for resale.  This is for folks in the trade or business of

purchasing fish for resale.  These taxpayers must report the total cash payments of $600 or

more paid during the year to any person who is engaged in the trade or business of catching

fish.  They should reflect the amount paid for the purchase of fish for resale from any person

engaged in the trade or business of catching fish.

A�er that, we have box 12 for section 409A deferrals.  This is related to employee plans and is

not something we will cover in this training.

In box 13, we have excess golden parachute payments.  This is for any excess golden

parachute payments, so we do not have a threshold amount here.



Box 14 is for nonqualified deferred compensation payments – again, we do not have any

thresholds here.

In boxes 15 through 17, we have state information.  Payors use these boxes if they participate

in the Combined Federal/State Filing Program.  It may also be used by payors who are

required to file paper copies of this form with a state tax department.  So, in box 15, the payor

reports withheld state income tax on the payment.  In box 16, the payor enters the

abbreviated name of the state and the payerʼs state identification number.  Lastly, in box 17,

the payor enters the amount of the state payment.

So, those are all the boxes on a Form 1099-MISC.  Letʼs talk about a few additional items.  You

may have noticed that there are various ʻcopiesʼ of Form 1099-MISC.  We see, Copy A, which is

for the IRS Service Center.  This is the copy that the payor files with the IRS.  Copy 1 is for the

State Tax Department, if the payer has state tax information and is required to file.  Next, is

Copy B for the recipient – so the payor furnishes this copy to the payee or recipient.  Copy 2 is

for the recipient as well, but it is to be filed with the recipientʼs state income tax return, when

requested by state revenue authorities.  And lastly, Copy C, is for the payor to keep in its

records.



Also, worth noting is that a payor may truncate the TIN of a payee or recipient on the payeeʼs

statement or Copy B.  This is for the privacy and protection of the recipient.  On the other

hand, the payor is not allowed to truncate the TIN of the payee or recipient on any copies that

will be filed with the IRS. Also, a payor cannot truncate its own TIN on any form.

Now, if you take a look at the top of the form, you will notice two check boxes related to Void

and Corrected forms.  Payors that are filing a correction on a paper form would not check the

void box.  By checking the Void box, the payor would be alerting the IRS to ignore the form

and proceed to the next one.  The correction would not be entered into IRS records if the

payor checks the void box.  The VOID box is used when filing paper forms and an error is made

when typing in the information.  Cross outs or other corrections to typos are not permitted.  In

these cases, you would put an “X” in the VOID box to tell the IRS to skip the form with typos.



And last, something we talked about a few times, the payor must furnish the payee

statements to recipients by January 31 of the calendar year following the year of the payment

and it must file with the IRS by February 28 if filing on paper and March 31 if filing

electronically.

With that, we conclude our walkthrough of Form 1099-MISC.  Join us next time as we talk

through the Form 1099-INT for interest income.  See you then!


