1099-S/1099-Misc.


· When is a 1099-S issued?

1. All fee takes or permanent easements (dedications), including damages to the remainder, of $600 or more
2. All land exchanges when value of land we are acquiring is $600 or more

· When is a 1099-Misc. issued?

1. All temporary construction easements of $600 or more (TCEs are considered rent by the IRS and are considered separately from permanent takes)

· Who gets a 1099-S/1099-Misc.?

1. Individuals
2. Partnerships
3. Unincorporated Companies
4. Churches
5. Cemeteries
6. Clubs
7. Trusts
8. Limited Liability Company (LLC)

· When is a 1099-S not issued?

1. Permanent taxes under $600, including damages to the remainder
2. Governmental Entities
3. Corporations (including S Corps)
4. Temporary Construction Easements

· When is a 1099-Misc. not issued?

1. Governmental Entities
2. Corporations (including S Corps)
3. Temporary construction Easements under $600, including damages to the remainder

· Common types of errors

1. Payee failed to provide a TIN
2. Payee provided an incorrect TIN
3. Input errors
4. Condemnation amounts other than $0
5. Trust name/TIN mismatch
6. 1099-S initiated for corporations and governmental entities

· IRS instructions for 1099-S/1099-Misc. reporting



· Condemnations

We report $0 for condemnation transactions.  Condemnations are reported just once.  In the case of a quick take, the 1099-S/1099-Misc. is reported with the deposit.  Where there is no quick take but only a final award, it is reported at that time.  In most condemnation cases we do not have a TIN; in those cases where a TIN has been received, do not enter it on the allocation screen.  Multiple payees must be reported for condemnations as well as acquisitions.  In condemnations we are responsible for trying to determine all the owners and identify them as allocates.  Each will receive an allocation of $0.  It is important to inform the owners that this 1099-S/1099-Misc. is all that they will receive and it is their obligation to report their income from the sale/temporary construction easement.  For corporations, do not report condemnations.

· SS4

If necessary have party verify EIN by their SS4 application.  If they don’t have a SS4, but need one, give them the application form.

· Receipt for Deed

The examples of the Receipt for Deed forms show the areas of change and how they should help to get the correct filing category and the proper TIN.  It also provides a quick check to insure the filing category and the TIN (EIN or SSN) are compatible.

· Land Trusts

In that land trusts in Illinois are legal trusts, yet enjoy the anonymity of not having to acquire a TIN, presents us with a unique problem.  As of this time, we are awaiting a ruling by the IRS on how to report these particular kinds of trusts.  For the time being, we ask that you get the beneficiary’s name and use his/her social security number.  With other legal trusts and those land trusts that have an EIN, it is important to make sure that the trust name is the legal name and that the TIN matches the name.  This is a case where you might ask the bank or institution to verify the name/TIN match with a copy of the SS4 which they probably have on file.

· Partnerships

In a partnership we should attempt to get the EIN number of the partnership and the partnership’s legal name.  If the partnership has no EIN number, treat it as you would individuals.  Use their social security numbers and legal names.

· LAS and 1099-S/1099-Misc.

Multiple payees must be entered on the allocation screen.  When an amount split has been submitted by a party involved, show the specific amount for each allocate.  If the parties do not agree the total amount of the warrant must be shown for each allocate.  If during the calendar year of the issue a 1099-S/1099-Misc. must be corrected, go back to the allocation screen, make the necessary changes, update the screen and then reprint the 1099-S/1099-Misc.

· Cross Checks

After the 1099-S/1099-Misc. has been printed and received at the district office, it should be checked for accuracy against the Receipt for Deed.  The TIN should be checked along with the spelling of the name and the breakdown of funds if applicable.  If errors are found regenerate the 1099-S/1099-Misc. as explained above.

· Printouts

In July, a report showing the information for each 1099-S/1099-Misc. as entered on the allocation screen will be distributed to the districts to check for accuracy and corrective action if necessary.  In January, an updated report will be distributed for accuracy checks and corrective action.
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