
Lesson 4:  Form 1099-INT Walkthrough Part 2

Now, we can start talking about the boxes related to the income paid and the Form 1099-INT

reporting.  First box, Box 1, is for taxable interest income, which seems a little too obvious.  This

is where payors enter their interest payments to U.S. persons.  We are going to talk through a

number of interest income types and their thresholds, so we want to note here that there is no

need to include a description in box 1.  The payor will enter an income amount only.

First, we have amounts of $10 or more of interest.  Here, it does not matter whether or not the

payment was designated as interest.  It matters that the amount was paid or credited to the

account of a U.S. person that was held at one of the following institutions:

- Savings and loan associations,

- Mutual savings banks not having capital stock represented by shares,

- Building and loan associations,

- Cooperative banks,

- Homestead associations,

- Credit unions, or

- Other similar organizations.

You may remember from our discussions on Form 1099-MISC that the threshold there was

$600.  Here the reporting threshold is much smaller at only $10 for taxable interest.  Each

income type has a different threshold for purposes of reporting on Form 1099.  So, on Form

1099-INT, if a U.S. person receives a payment of $9 from a Savings and Loan Association, then

that amount would not be reportable on Form 1099-INT.  Even though the income is not

reportable on a Form 1099-INT, it is still taxable income to the recipient!  Let’s talk about the

$10 threshold for taxable interest first and then we will talk about a different type of interest

and its threshold.  Yes, there are more!

Now, amounts included here are as follows:



- Interest on bank deposits,

- Accumulated dividends paid by a life insurance company,

- Indebtedness issued in registered form or a of a type offered to the public.  This includes

bonds, debentures, notes, and certificates, other than those of the U.S. Treasury

- Amounts from which the payor withheld U.S. federal income tax or tax on behalf of

another country.

- Interest attributable to a trust interest holder, or TIH.

- Interest attributable to a widely held fixed investment trust or WHFIT.

- Interest accrued by a real estate mortgage investment conduit or REMIC.

- A financial asset securitization investment trust, or FASIT, regular interest holder.

- Interest paid to a collateralized debt obligation holder or a CDO.

These last few financial products – TIH, WHFIT, REMIC, FAST, and CDO, are not topics we have

covered in this course.  They need mentioning here as they are items reportable on Form

1099-INT.  If you are familiar with these products, then fantastic, if not, then they may not apply

to your organization and you can focus on the types of interest payments that your organization

does report on Form 1099-INT.

Also in the $10 threshold for interest income are tax credits allowed from the following tax

credit bonds:

- Clean renewable energy bonds.

- New clean renewable energy bonds.

- Qualified energy conservation bonds.

- Qualified zone academy bonds.

- Qualified school construction bonds.

- Build America Bonds.

The payor will treat these amounts as paid on the credit allowance date.  These dates are on

March 15, June 15, September 15, December 15, and the last day on which the bond is

outstanding.  Bonds that are issued during the three month period ending on a credit allowance



date and bonds which are redeemed or mature, the payor determines the amount of the credit

ratably based on the portion of the three month period during which the bond is outstanding.

Okay, now we can move to our next interest income threshold.  This is interest in the amount of

$600 or more paid in the course of a trade or business not meeting any of the criteria we just

discussed.  It includes the following types of interest payments:

- Delayed death benefits paid by a life insurance company.

- Interest received with damages

- Interest on a state or federal tax refund.

- Interest attributable to certain notional principal contracts with nonperiodic payments.

These interest payments related to insurance, tax refunds, and notional principal contracts are a

bit more analogous the miscellaneous types of income we saw in our last lesson.

Our last threshold here is $0.  This means that any amount of these types of payments must be

included in box one.  There is no threshold.  They include:

- Any accrued qualified stated interest on bonds sold between interest dates or on a

payment date.

- Original issue discount or OID on short-term obligations of one year or less and interest

on all bearer certificates of deposit.

One last note here is what not to include in box 1.  That is interest on tax-free covenant bonds

or dividends from money market funds.  The tax-fee covenant bond interest is on a tax-free

bond, so it does not belong in taxable interest.  The dividends from money market funds are

dividend income and belong on a Form 1099-DIV, which we will talk through in our next lesson.

Also, you remember who not to report on Form 1099-INT right?  Generally, payors making

interest payments to U.S. exempt recipients are not required to report those folks on Form

1099-INT.  Here is a list of U.S. exempt recipients for purposes of interest payments as a quick

refresher:



- U.S. or non-U.S. Corporations

- Tax Exempt Organizations under section 501(a)

- IRAs

- United States, states or agency or instrumentality

- Dealers in securities or commodities required to register as such under the laws of the

United States, a state, the District of Columbia, or a possession of the United States.

- Real estate investment trusts, or REITs.  For more information about REITs, please see

Code section 856.

- Entities registered at all times during the tax year under the Investment Company Act of

1940, or 1940s Act Companies.

- Common Trust Funds.  For more information on Common Trust Funds, please see Code

section 584(a).

- Financial institutions

- And trusts that are exempt from tax under section 664(c).  Please see section 664(c) for

a list of those exempt trusts, so that we can keep this lesson moving!

Next, we have Box 2, which is for early withdrawal penalties.  This is where a payor would enter

interest or principal that was forfeited due to an early withdrawal of time deposits.  An example

of this include an early withdrawal from a certificate of deposit or CD.  This type of income

would be deductible from gross income by the recipient, which is why it does not belong in box

1.



In box 3 we have interest on U.S. Savings Bonds and Treasury obligations.   In this box, Payors

enter the interest they are paying on U.S. Savings Bonds, Treasury notes, Treasury notes, and

Treasury bonds.  These are amounts that should not be included in box 1, because they are not

taxable.

Box 4 is familiar and exactly the same that we saw in our last lesson on Form 1099-MISC.  Here

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 box 1 for

taxable interest, 2 for early withdrawal penalties, and 3 for interest on U.S. Savings Bonds and

Treasury obligations, and then box 8, which we will learn about in just a bit.  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 investment expenses.  This is for a very specific type of entity called

single-class REMICs and it is the amount of allocable investment expenses of the shareholder.



Since this is such a complicated and specific type of entity that not many folks will be paying in

their organizations, we will keep moving through these boxes.

Box 6 is for non-U.S. or foreign tax paid.  This box is where the payor would enter any non-U.S.

tax that it paid on interest in foreign investments.  The payor must enter the amount in U.S.

dollars.

 
 

Box 7 is for foreign country or U.S. possession.  When the form states foreign country here, it

means not the United States.  This box is a partner to box 6, so in whichever country or U.S.

possession the payor made a non-U.S. tax payment or had withholding at source in the foreign

country or U.S. possession, it must enter that country in box 7.

In box 8, we have tax-exempt interest.  This is for the payor to enter $10 or more of tax-exempt

interest that is not OID, or original issue discount, that is paid or credited to the account of a

U.S. person.  Here, the interest must have been paid on an obligation issued by a state, the

District of Columbia, a U.S. possession, an Indian tribal government, or their political

subdivisions, or qualified volunteer fire departments to finance eligible expenditures.  A

political subdivision can include the following:



- Port authorities

- Toll road commissions

- Utility services authorities

- Community redevelopment agencies

- Similar governmental entities that meet certain requirements to be a political

subdivision.  For additional information please see Treasury Regulations section

1.103-1(b).

So, in box 8, the payor will include any qualified stated interest on these bonds that were sold

between interest dates or on a payment date.

Remember a few boxes ago when we talked about federal tax withheld due to backup

withholding?  Well, this was the remaining box, box 8, that we mentioned as connected to

backup withholding.

One item to note here is that any exempt-interest dividends from a mutual fund or other

registered investment company would be reported on Form 1099-DIV, because they are

treated as dividends for these purposes.

Box 9 is specified private activity bond interest.  Here the payor enters payments of interest in

the amount of $10 or more from specified private activity bonds.  Generally, these bonds are

any private activity bonds issued a�er August 7, 1986 and defined in the regulations – so, a

very small population of bonds.  We will not get into the specifics here, but want you to know

that the threshold is $10 and they are reported in box 9.



In box 10 we have market discount.  This is for covered securities acquired with a market

discount.  This box is only used when a taxpayer or recipient notifies a payor that it made an

election to include market discount under section 1278(b).  The payor will then enter the

amount of market discount that accrued on the debt instrument in the tax year.  The

threshold here is $10, so the payor will enter these amounts where they are $10 or more.  One

good check at year end is to confirm any amounts reported in this box are supported by

recipient notifications of the election!

Box 11 is for bond premiums, or a taxable covered security acquired at a premium.  Here the

payor enters the amount of bond premium amortization allocable to the interest paid during

the year.  This is unless the payor was notified in writing the holder did not want to amortize

bond premium under section 171 of the Code.  Please see that section for additional

information if your organization makes these types of payments.  A good year end check when

reconciling your Forms 1099-INT to interest systems is to confirm receipt of a notification from

recipients for any bond premium not reported.



In box 12, we have more bond premium payments.  This time it is for bond premium on

Treasury obligations.  Here, a payor enters the amount of bond premium amortization

allocable to the interest paid during the tax year, again, unless it was notified in writing that

the holder did not want to amortize.  The difference here is that the bond is a U.S. Treasury

obligation that is a covered security.

Box 13 is for bond premium on tax-exempt bond.  So, a bit more of the same bond premium

boxes.  Here, the payor enters the amount of bond premium amortization allocable to the

interest paid during the tax year.  This time it is for a tax-exempt covered security acquired at a

premium.

In box 14, we have tax-exempt and tax credit bond CUSIP number.  A CUSP stands for the

Committee on Uniform Securities Identification Procedures. Payors will enter the CUSIP of the

tax exempt bond for which it is reporting tax-exempt interest in box 8 or a tax credit bond for

which a tax credit or taxable interest is reported in box 1.  This includes build America bonds

and specified tax credit bonds.  Here, the payor enters the CUSIP number of the bond for

which it paid interest or allowed a tax credit.  If the payor reports the tax-exempt interest or

the tax credit in the aggregate for multiple bond or accounts, then it will enter “various” in this

box 13 to indicate as such.



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 the abbreviated name of the state that it withheld state income tax from on the

payment.  In box 16, the payor enters the payorʼs state identification number. The state

identification number is issues by the state. Last, in box 17, the payor enters the amount of

the state tax withheld on the interest payment.

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

you will notice are similar for all of the Forms 1099 in the series.  There are various ʻcopiesʼ of

Form 1099-INT.  We see, Copy A, which is for the IRS Service Center.  This is the copy that the

payor files with the IRS if filing on paper.  Copy 1 is for the State Tax Department, if the payer

has state tax information and is required to file on paper.  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 used by the recipient and filed with the recipientʼs state income tax return, when

requested by state revenue authorities.  And last, 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-INT.  Join us next time as we talk

through the Form 1099-DIV for dividend income.  See you then!


