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Change to Form 1099-C, Cancellation of 
Debt, will require lenders to provide more 
information about the date the debt is 
cancelled 

Under IRC section 6050P, certain lenders are required to report to the IRS and the 
debtor information about a full or partial discharge of indebtedness of $600 or more 
during the calendar year.  Lenders use the Form 1099-C, Cancellation of Debt, to 
satisfy their reporting obligation which must be filed with the IRS by February 28 (or 
March 31 if electronically filed) of the year following the calendar year in which the 
debt is cancelled.  A copy of the Form 1099-C must be provided to the debtor by 
January 31 of the year following the calendar year in which the debt is cancelled.   

The general information provided on the Form 1099-C includes the name, address, 
and TIN of the person whose debt was cancelled, the date the debt was cancelled, the 
amount of the debt that was cancelled, and other information prescribed by the IRS.  
However, the 2012 Form 1099-C has several modifications, the most significant is the 
requirement to identify the specific identifiable event that triggered the discharge of 
the debt.  Previously, a bankruptcy was the only identifiable event reported. 

Identifiable events 
Beginning with 2012, the Form 1099-C has been modified requiring filers to enter a 
letter code in Box 6 to report the specific identifiable event used to determine the 
date the debt was cancelled.  Completion of Box 6 is optional for 2012 unless the 
identifiable event is bankruptcy.   

The regulations describe the following identifiable events:   

1. A discharge of indebtedness under title 11 of the United States Code 
(bankruptcy); 
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2. A discharge of indebtedness under title 11 of the United States Code 

(bankruptcy);  
3. A cancellation or extinguishment of an indebtedness that renders a debt 

unenforceable in a receivership, foreclosure, or similar federal 
nonbankruptcy or state court proceeding;  

4. A cancellation or extinguishment when the statute of limitations for 
collecting the debt or when the statutory period for filling a claim of 
beginning a deficiency judgment proceeding expires.  Expiration of the 
statute of limitations is an identifiable event only when a debtor's affirmative 
statute of limitations defense is upheld in a final judgment or decision of a 
court and the appeal period has expired;  

5. A cancellation or extinguishment when the creditor elects foreclosure 
remedies that by law extinguish or bar the creditor's right to collect the debt.  
This can relate to a mortgage lender that is barred from future collection 
after a power of sale in the mortgage or deed is exercised;  

6. A cancellation or extinguishment making the debt unenforceable pursuant to 
a probate or similar proceeding;  

7. A discharge of indebtedness under an agreement between the creditor and 
debtor to cancel the debt at less than full consideration;  

8. A discharge of indebtedness pursuant to a decision by the creditor, or the 
application of a defined policy of the creditor, to discontinue collection 
activity and discharge debt.  The policy can be written or an established 
business practice; or  

9. The expiration of non-payment testing period.  This only applies to certain 
lenders (i.e. banks, credit unions, etc.). 

PwC Observation: During 2012, lenders have an opportunity to 
evaluate whether their systems are capturing information about the 
identifiable event used to determine the date of discharge and make 
any needed updates so that reporting of all identifiable events can 
begin in 2013. 

Date the debt is cancelled 
The regulations dictate that the date a debt is deemed cancelled is the date an 
identifiable event occurs, whether or not an actual cancellation of the debt has 
occurred on or before the identifiable event.  If the cancellation of the debt occurs 
before the date of the identifiable event, the lender is permitted to report the 
cancellation as of that date.  As such, Box 1 of the form has been retitled from "Date 
cancelled" to "Date of identifiable event" which is consistent with the regulations. 
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