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Electronically delivered: pra.comments@irs.gov. 
 
Andrés Garcia  
Internal Revenue Service 

Re: ICI Comments on Form 1099-DIV: OMB Number: 1545-0110 

Dear Andrés,  

The Investment Company Institute1 (ICI), in response to the IRS’s request for comments on 
Form 1099-DIV (Dividends and Distributions)2, requests optional reporting on Form 1099-DIV 
for regulated investment company (RIC) dividends attributable to income on federal obligations 
exempt from state tax.  

Federal law prohibits state taxation of obligations of the United States Government.3 States 
with income taxes provide exemptions for interest and other income on federal obligations, and 
likewise, also exempt RIC dividends attributable to income on federal obligations.4 RICs are 
corporations which are permitted or required to designate certain dividends with specific tax 
character, such as capital gain dividends, qualified dividend income, and exempt-interest 
dividends, among others, to provide RIC shareholders with similar tax treatment as they would 
receive from investing directly in the assets held by the RIC.  

 

1 The Investment Company Institute (ICI) is the leading association representing the asset management industry 
in service of individual investors. ICI’s members include mutual funds, exchange-traded funds (ETFs), closed-end 
funds, and unit investment trusts (UITs) in the United States, and UCITS and similar funds offered to investors in 
other jurisdictions. Its members manage $ૻૹ.ૼ trillion invested in funds registered under the US Investment 
Company Act of ૻ૿ࣃ଀, serving more than ࣃૹ଀ million investors. Members manage an additional $૿.ࢰ trillion in 
regulated fund assets managed outside the United States. ICI also represents its members in their capacity as 
investment advisers to collective investment trusts (CITs) and retail separately managed accounts (SMAs). ICI 
has offices in Washington DC, Brussels, and London. 

2 Published in the Federal Register on January ૹࢰ, ૹ଀ૹ૽, ૹ଀ૹ૽-଀ૼ૾ૻࣃ (૿ࣃ FR ૺ૽ૹ૾). 
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4 See the attached ૹ଀ૹૼ ICI survey of state tax departments. Some states have additional requirements or 
limitations on claiming this state tax exemption, for example, requiring the RIC to hold a minimum percentage of 
its assets in federal obligations, or reporting the information on the state’s equivalent of Form ࣃ଀૿૿-DIV.   
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Form 1099-DIV includes fields reporting many of these RIC dividends with special tax 
character, however, it does not include a field for reporting dividends attributable to income on 
federal obligations. Most asset managers sponsoring RICs have websites with tax information 
reporting each RIC’s income from federal obligations, however, most RIC shareholders aren’t 
aware that this tax information is available, and don’t find it. RICs also provide this information 
to brokers, transfer agents, and other intermediaries. Many brokers and intermediaries provide 
this information to shareholders on a supplemental tax statement (not a 1099), which 
shareholders may not reflect on their tax returns. Some shareholders may not receive this 
information in any form, and unable to claim their state tax exemption, resulting in significant 
overpayments of state tax liability on income exempt from state tax under federal law. 

Form 1099-DIV serves many important functions; it enhances tax compliance for both 
corporations reporting information and shareholders/taxpayers and the IRS receiving the 
information, consolidating most relevant tax information onto a single form. Adding an optional 
field to report RIC dividends attributable to income from federal obligations would further 
enhance state tax compliance with federal law. It would reduce shareholders’ burdens of 
seeking out this information on their own, for those who know to look for it, and reduce 
overpayment of state tax resulting from the current information gap. Optional reporting seems 
most appropriate because federal law doesn’t specifically require RICs or intermediaries to 
report RIC dividends attributable to income from federal obligations, although states 
acknowledge that such dividends are exempt from tax. Reporting this information on Form 
1099-DIV addresses the IRS’s request for comments on “[w]hether the collection of information 
is necessary for the proper performance of the functions of the agency, including whether the 
information shall have practical utility.” Optional reporting for RIC dividends attributable to 
income from federal obligations on Form 1099-DIV is both necessary and proper for both state 
and federal tax compliance and has significant practical utility.   

We appreciate the opportunity to comment on Form 1099-DIV, and the IRS’s consideration of 
these comments. We’re happy to discuss this issue further at your convenience. Please 
contact us at michael.horn@ici.org or 202.326.5832 or katie.sunderland@ici.org or 
202.326.5826 if you have any questions or would be willing to discuss these comments. 

Sincerely,  
 

 

Mike Horn 
Deputy General Counsel – Tax 
Investment Company Institute 
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