
Information About Form 1099-C 

What is a Form 1099-C? 

A Form 1099-C is an IRS form that creditors send when they cancel debt over $600. The creditor sends 
one copy to the IRS and one 
copy to the debtor. The IRS 
normally treats the cancelled 
debt as taxable income to the 
debtor.  

Here is part of a Form 1099-C 
sent to a former for-profit 
school student whose private 
was cancelled because of the 
settlement between the Con-
sumer Financial Protection 
Bureau (CFPB), state attorneys general, and Aequitas, a company that owned the private student loans.   

If you received a Form 1099-C like the one shown above, it is because some debt that some person or 
company thought you owed was reduced or completely cancelled. This could be because you disputed 
the debt, because a state or federal agency sued or investigated the company that claimed to own the 
debt and got the debt reduced or cancelled, or because a class action lawsuit got the debt reduced or 
cancelled.   

What will happen if I ignore this 1099-C? 

Don’t ignore it! If you ignore the 1099-C and do not acknowledge it on your tax return, the IRS will come 
after you for the taxes on the cancelled debt, and may add penalties.  

What should I do about the 1099-C? 

The IRS treats some cancelled debt as income and therefore it may be considered taxable. Receiving a 
1099-C does not necessarily mean that the income is taxable.  But you need to tell the IRS how to handle 
the information in the 1099-C. Keep reading for information about what to tell the IRS about this cancelled 
debt. If you have already filed your taxes for 2017, you may need to amend your filing, or file a supersed-
ing tax return. If you were not planning to file taxes, you may now need to file. And if you have not yet 
filed your tax return, you should definitely include information about your 1099-C when you do file. The 
bottom line is that you should take action to explain this cancelled debt to the IRS. If you are in bank-
ruptcy, instead of following the advice below, you should talk to your bankruptcy lawyer. 

 

On the next pages are explanations and sample forms, based on the example of the taxpayer who got the 
1099-C from Aequitas. 

 



Disputed Debt. If a taxpayer has a 
dispute about the amount or exist-
ence of the debt, and the cancellation 
results from a settlement of that dis-
pute, the taxpayer may be able to 
convince the IRS that the amount re-
ported on the 1099-C is not, in fact, 
income.  
 
To tell the IRS that you got one or 
more 1099-Cs, but that the cancelled 
debt is not income, you should finish 
and submit form 8275 with your fed-
eral income tax return.  
 
We filled out most of the form for 
you in the attached template, but you 
need to add: 
 Your name (top line) 
 Your ID number (Social Security 

number or ITIN) (top line) 
 In Part I, section f, add the 

amount of debt shown in line 2 of 
your 1099-C 

 If you received more than one 
1099-C, fill out another line. Sec-
tions (c), (d), and (e) should be the 
same as the first line, and (f) 
should have the amount of debt 
shown in line 2 of your second 
1099-C. 

 
You do not need to fill out any oth-

er sections of the form 
 
See the form 8275 marked 

“Example” and fill out the in-
formation shown in blue 

 

Insolvency. Another reason that a taxpayer would not have to 
pay taxes on cancelled debt is called “insolvency.” Insolvency 
means the taxpayer’s assets are less than her liabilities. If a tax-
payer has assets of $1,000 and liabilities of $5,000, then the 
taxpayer is insolvent to the extent of $4,000, and may exclude 
up to $4,000 of income cancelled debt.  

You can use the IRS’s Insolvency Worksheet to help calculate 
whether you were insolvent immediately before the cancella-
tion. If you were insolvent or partially insolvent, you should tell 
the IRS both that the debt was disputed (see above) and that 
you were insolvent. If you got more than one 1099-C, fill out 
one insolvency worksheet for each 1099-C. Keep the work-
sheet and any supporting information in case the IRS asks for 
documentation. 
 
To show the IRS that you are excluding the cancelled debt be-
cause you were insolvent, you should finish and submit Form 
982 to your federal income tax return. You only need one copy 
of this form, even if you got more than one 1099-C.  We filled 
out most of the form for you in the attached template, but you 
need to add: 
 Your name (top line) 
 Your ID number (Social Security number or ITIN) (top line) 
 In Part I: 
 Check the box on line 1b (as shown in the attached ver-

sion).  
 On line 2, include the smaller of the amount of the debt 

cancelled or the amount by which you were insolvent im-
mediately before the cancellation.  

 
 
You do not need to fill out Part II or Part III 
 
See the form 982 marked “Example” and fill out the infor-

mation shown in blue 

There are several reasons that the IRS would not consider cancelled debt to be taxable income. Many of them 
are discussed in IRS publication 4681. These instructions focus on two reasons: “disputed debt,” and  

insolvency.  












