
Reg. Section 1.6041-1(h) 
Return of information as to payments of $ 600 or more. 

. . . 

(f) Amount to be reported when fees, expenses or commissions are deducted –  

(1) In general. The amount to be reported as paid to a payee is the amount includible in the 
gross income of the payee (which in many cases will be the gross amount of the payment 
or payments before fees, commissions, expenses, or other amounts owed by the payee to 
another person have been deducted), whether the payment is made jointly or separately to 
the payee and another person. The Commissioner may, by guidance published in the 
Internal Revenue Bulletin, illustrate the circumstances under which the gross amount or 
less than the gross amount may be reported. 

(2) Examples. The provisions of this paragraph (f) are illustrated by the following examples: 

Example 1. Attorney P represents client Q in a breach of contract action for lost profits against 
defendant R. R settles the case for $ 100,000 damages and $ 40,000 for attorney fees. Under 
applicable law, the full $ 140,000 is includible in Q's gross taxable income. R issues a check 
payable to P and Q in the amount of $ 140,000. R is required to make an information return 
reporting a payment to Q in the amount of $ 140,000. For the rules with respect to R's obligation 
to report the payment to P, see section 6045(f) and the regulations thereunder. 

Example 2. Assume the same facts as in Example 1, except that R issues a check to Q for $ 
100,000 and a separate check to P for $ 40,000. R is required to make an information return 
reporting a payment to Q in the amount of $ 140,000. For the rules with respect to R's obligation 
to report the payment to P, see section 6045(f) and the regulations thereunder. 

(g) Payment made in medium other than cash. If any payment required to be reported on Form 
1099 is made in property other than money, the fair market value of the property at the time 
of payment is the amount to be included on such form. 

(h) When payment deemed made. For purposes of a return of information, an amount is deemed 
to have been paid when it is credited or set apart to a person without any substantial 
limitation or restriction as to the time or manner of payment or condition upon which 
payment is to be made, and is made available to him so that it may be drawn at any time, and 
its receipt brought within his own control and disposition. 

(i) Payments made by the United States or a State. Information returns on: 

(1) Forms 1096 and 1099 and 
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(2) Forms W-3 and W-2 (when made under the provisions of § 1.6041-2) 
 

of payments made by the United States or a State, or political subdivision thereof, or the 
District of Columbia, or any agency or instrumentality of any one or more of the 
foregoing, shall be made by the officer or employee of the United States, or of such State, 
or political subdivision, or of the District of Columbia, or of such agency or 
instrumentality, as the case may be, having control of such payments or by the officer or 
employee appropriately designated to make such returns. 

 
(j) Effective/applicability date. The provisions of paragraphs (b), (c), (e), and (f) of this section 

apply to payments made after December 31, 2002. The provisions of paragraphs (a)(1)(iv) 
and (a)(1)(v) apply to payments made after December 31, 2010. 

 


