
Lesson 6:  Form 1099-DIV Walkthrough Part 2

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

reporting.  First box, Box 1a, is for total ordinary dividends.  Here, the payor will enter dividends.

Which dividends?  They include:

- Dividends from money market funds

- Net short-term capital gains from mutual funds

- Reinvested dividends and section 404(k) dividends paid directly from a corporation.

These are dividends paid by employer securities.

- The amount of a recipients share of investment expenses

- Other distributions on stock

One note here is for S Corporations.  We may not have discussed these entities previously, so

let’s do a quick run through on what an S Corporation is.  It is a corporation that elects to pass

corporate income, losses, deductions, and credits through their shareholders for U.S. federal tax

purposes.  Shareholders in this case would report the flow-through of income and losses on

their personal tax returns.  Does this sound familiar?  It should, because it is akin to the concept

of partnerships.  To qualify for S Corporation status, the corporation must be eligible, it must be

a U.S. corporation, have only allowable shareholders, have no more than 100 shareholders and

have only one class of stock.  The S Corporation would submit a Form 2553 Election by a Small

Business Corporation that is signed by all shareholders.  Okay, make sense?  Now, an S

Corporation would report on Form 1099-DIV the distributions that it makes during the calendar

year out of accumulated earnings and profits.  These distributions are treated as dividends.  For

more information on these dividends, please take a look at these rules under Code section

1368.



Next, we have Box 1b, which is for qualified dividends.  This is where a payor would enter the

portion of the dividends in box 1a that qualify for the reduced capital gains rates.  Here, the

payor would include dividends for which it is impractical to determine if the holding period

requirement has been met.  We find the holding period requirement in section 1(h)(11)(B)(iii) in

case you would like to reference the criteria.

In certain instances, payors must report a dividend paid by a non-U.S. corporation as well.

These dividends relate to the Jobs and Growth Tax Relief Reconciliation Act of 2003.  This Act

provides that a dividend paid to an individual shareholder from either a U.S. corporation or a

qualified non-U.S. corporation is subject to tax at the reduced rates applicable to certain capital

gains.  So, what is a qualified non-U.S. corporation?  These corporations include certain non-U.S.

corporations that are eligible for benefits of a comprehensive income tax treaty with the United

States for which the Secretary determines is satisfactory for purposes of this provision and

which includes an exchange of information program.  For additional information here, please

refer to Notice 2003-79 and Notice 2004-79.  These Notices provide us the rules for reporting

dividends for tax years 2003 and 2004.  For reporting in 2005 and subsequent years, please refer

to Notice 2006-3.



In box 2a we have total capital gain distributions.  Payors enter the total long-term capital gain

distributions.  Here, the payor would include all amounts shown in boxes 2b, 2c, and 2d.  Let’s

go ahead and talk about those!

Box 2b is for any amount included in box 2a that is an unrecaptured section 1250 gain from

certain depreciable property, which is exactly the title of Code section 1250.  For more

information please refer to that section.

In box 2c, we have section 1202 gain.  As you probably have guessed, this box is related to

section 1202 gains.  What are those?  These are partial exclusions for gains from certain small

business stock.  Now, for box 2c, the payor will enter any amount included in box 2a that is a

section 1202 gain from certain qualified small business stock, which you can learn more about

in section 1202.

Box 2d is for the payor to enter any amount included in box 2a that is a 28 percent rate gain

from sales or exchanges of collectibles.



 

Box 3 is for nondividend distributions if the payor made these types of payments.  If so, they

should remember to file Form 5452, Corporate Report of Nondividend Distributions.

Box 4 is familiar from our last two Forms 1099-MISC and INT.  It is exactly the same and for the

payor to enter Federal Income Tax Withheld.  This is where the payor enters backup withholding

for payees or recipients that have not furnished their TIN to the payor in the manner required.

Generally, the required manner here would be on Form W-9.  Non-U.S. payees would provide a

Form W-8 and any amounts paid would be reported on Form 1042-S.

Box 5 is for qualified REIT dividends paid by a REIT or section 199A dividends paid by a

registered investment company or RIC to a recipient.  This amount is included in the amount

that the payor reports in box 1a for total ordinary dividends.  The payor will include REIT

dividends, other than capital gain dividends and qualified dividends, for which it is



impractical for the REIT to determine whether the recipient has met the holding period

described in section 199A.  Please refer to Treasury Regulations section 1.199A-3(c)(2)(ii) for

information regarding that holding period.

In box 6, we have Investment Expenses.  Here, the payor enters the payeeʼs or recipientʼs pro

rata share of certain amounts deductible by a nonpublicly offered RIC in computing its taxable

income.  This amount is includible in the recipientʼs gross income and must be included in box

1a on this form for ordinary dividends.  Please see Code section 67(c) for more information.

The payor would not include any investment expenses in box 1b, which is our qualified

dividends box.

Box 7 is for non-U.S. or foreign tax paid.  This box is where the payor would enter any non-U.S.

tax that was paid or withheld at source on dividends and other distributions on stock.  A RIC

must report only the amount it elects to pass through to the recipient.  The payor must enter

the amount in U.S. dollars.



Box 8 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 7, 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 8.

There is a special note here for RICs.  These entities should not complete box 8.  Under the

regulations, country-by-country reporting to shareholders for the amount reported in box 7 is

not required.  The requirement for the RIC to file a separate statement to the IRS has been

modified.  Now, the RIC is required to file a statement that elects the application of section 853

for the tax year with the return for the tax year.  For those who may not know, section 853 is for

foreign or non-U.S. tax credits.  For additional information here, please see Treasury Regulations

section 1.853-4 for additional information.  These payors should not send the statement with

Forms 1096 and 1099.

In box 9, the payor enters cash liquidation distributions.  Now, for boxes 9 and 10, only

corporations in partial or complete liquidation would enter information.  They do not include

these amounts in box 1a for ordinary dividends or 1b for qualified dividends.



Box 10 is a partner box for box 9 as it applies to the same set of corporations in partial or

complete liquidation.  Here, the payor would enter noncash distributions made as part of a

liquidation – showing the fair market value as of the date of distribution.

Box 11 is for exempt-interest dividends from a mutual fund or other RIC.  Here, the payor

includes specified private activity bond interest dividends in box 12 and in the total for box 11.

You may remember that we talked a little about these exempt-interest dividends from our

lesson on the Form 1099-INT.  This is interest that is treated as a dividend.  We have another

partner to this box in box 12.  Letʼs see what that is!

In our partner box 12, we have specified private activity bond interest dividends.  This is where

the payor will enter exempt-interest dividends paid by a RIC on a specified private activity

bond to the extent that the dividends are attributable to interest on the bonds received by the

RIC and minus an allocable share of the expenses.  The ʻspecified private activity bondʼ

generally means any private activity bond defined in section 141 and issued a�er August 7,

1986 – yes, quite a while ago, but something we need to mention for purposes of this lesson

on Form 1099-DIV.  If you do make these types of payments please see section 57(a)(5) for

additional information.



Next is another familiar set of boxes for State reporting.  In boxes 13 through 15, 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 13, the payor reports the abbreviated name of the state

that it withheld state income tax from on the payment.  In box 14, the payor enters the payorʼs

state identification number. The state identification number is issued by the state. Last, in box

15, the payor enters the amount of the state tax withheld on the dividend payment.  If a

recipient had state income taxes withheld in more than one state, this form can be used to

report up to two states. If filing on paper, keep the information for each state separated by the

dashed line in each box.

So, those are all the boxes on a Form 1099-DIV.  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-DIV.  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-DIV.  And that concludes our lessons in

Module 12.  Join us next time in Module 13 where we will begin our journey through reporting

to non-U.S. persons with a walkthrough of Forms 1042 and 1042-S.  See you then!


