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WELCOME TO



1099 Form Instructions for Practitioners Part 1 When to File, Where to Send, and Who Gets a 1099 Form Your webinar will begin shortly.



Tanya Baber



Tax Edge



1099 Form Instructions for Practitioners Part 1 When to File, Where to Send, and Who Gets a 1099 Form



Tanya Baber, EA, CTRS Tax Edge



INSTRUCTOR



Tanya Baber EA, CTRS Tax Edge Tanya has been an enrolled agent with the IRS since 2006 and received her bachelor’s degree in public accounting and business administration from Colorado Mesa University. Tanya practices as a public accountant from her hometown of Grand Junction, CO and also helps clients from the east coast to Hawaii and a few internationally. Since 1994, Tanya has guided clients in the areas of accounting and payroll, personal, business, and non-profit tax preparation, planning, consulting and representation, as well as solving their complex tax problems.



Course Overview ● Overview of 1099 Reporting ● Purpose of Reporting ● When to File 1099 and Related Forms ● How and Where to File ● Who Gets a 1099 ● Exceptions to 1099



Overview of 1099 Reporting
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Information Reporting ● Commonly misunderstood ○ Requirements for reporting ○ New legislation and requirements ○ Always changing
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Information Reporting ● This course is three parts ● Serve as a comprehensive guidebook ○ Part 1 - Rules and Requirements ○ Part 2 - Specific Forms, Rules and Instructions ○ Part 3 - Compliance, Penalties, and Additional Reporting



Course Manual - www.TaxEdge365.com/Canopy
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Reporting Requirements IRC sections §6042 – §6050 Imposes reporting requirements ● §6041 requires information returns



IRC sections §6041 Generically requires reporting payments ● More than $600 ● In the course of a trade or business
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Legislation 2010 Patient Protection and Affordable Care Act



2010 Small Business Jobs Act



2015 Trade Preferences Extension Act Update



2016 Omnibus Appropriations Act



Repealed 2011 Burdensome reporting requirements



Significantly increased penalties



Increased penalties again doubling almost all



Required earlier due dates starting 2017



Future legislation?



Poll Question



Purpose of Reporting
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The Tax Gap What is the ‘tax gap’? ○ The difference between total taxes owed and what is actually paid ● Most recent report issued 04/2016 ○ Covers years 2008-2010 ○ Last one 2006 ○ Major statistical endeavor
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Tax Gap Map (Tax Year 2008-2010 Annual Average ($ Billions))
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The Tax Gap 2009-2010



2008-2010



$2.35



$458



trillion paid in taxes



billion tax gap



81.7%



$387



$32



Compliance (or 18.3% non-compliance)



billion in underreporting (84% of the total gap)



billion for non-filers (about 1%)
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The Tax Gap Compliance Rate When information is reported on W-2s



Without reporting



99%



56% mis-reporting rate
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Purpose of Information Reporting ● The IRS has had concerns that all income is being reported. ● As you could see by the tax gap information, this is a valid concern. ○ Since underreporting is 84% of the total tax gap ● The answer is to require more aggressive information reporting ○ And increase penalties to ensure more compliance



Deadlines When to File
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Reporting Deadlines To payee



To IRS



Jan 31



Feb 28



Electronic filing due dates Generally one month later (March 31)
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Reporting Deadlines ● However, the new changes require January 31 reporting to the IRS ○ 1099-MISC box 7 ○ W-2 forms ○ Both paper AND electronic ● For all - weekend or holiday ○ Due date is next work day
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Reporting Deadlines ● Automatic extension is available to allow 30 days ○ Form 8809 filed before due date ○ Hardship may also be granted for extra 30 days + File another 8809 + First year, illness, casualty, catastrophic event, etc... ● Can use Form 8809 for variety of 1099 forms ○ Also W-2, W-3, and 1042 forms ● Can file online through FIRE system or by paper
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Form 8809



Poll Question



How and Where to File
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Electronic Filing ● 1096 filing due date electronically - March 31 ○ 1099-MISC box 7, W-2 exceptions + Require electronically January 31 instead ● Use FIRE system (Filing Information Returns Electronically) ● https://fire.irs.gov/
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Electronic Filing ● IRS publication 1220 - requirements and procedures ● IRS is quickly moving to require electronic filing for nearly all returns ● If you file more than 250 information returns, you must file electronically ○ Expect this threshold to decrease in the future ○ Penalties are PER return if not electronically filed
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Electronic Filing ● File Form 4419 - Application for electronically filing ○ At least 30 days before due date at a minimum
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Electronic Filing ● You can request hardship waiver from electronic filing requirement ○ Must file Form 8508 at least 45 days PRIOR to due date (good 1 year only)
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Paper Filing ● Paper forms are scanned so must adhere to proper preparation instructions ● No special characters in number or text fields ○ # ‘ - “ $ & * , none or 0 (zero) where instructions do not require it ● Entire Copy A must be sent even if some are blank or void ● Proper Copy A (red line forms) must be submitted ● Full ID must appear for IRS filing purposes ○ ‘Truncating’ payee information allowed for their copy
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Paper Filing ● Send in flat mailing (not folded) ● Do not staple, tear, or fold any forms ○ Interferes with ability to scan properly ● Two main addresses to file ○ Austin TX, 73301 ○ Kansas City, MO 64999
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Paper Filing ● If you are sending many forms ○ Send in conveniently sized package ○ Write name on each ○ Number consecutively ○ Place Form 1096 in package number one
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Paper Filing ● Postal regulations require sending by First-Class Mail ● May use private delivery service ○ Can provide proof of delivery ○ Accepted delivery services are on page 6 of General Instructions



https://www.irs.gov/pub/irs-prior/i1099gi--2017.pdf



Poll Question



Who Gets a 1099 and Exceptions
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Who Gets a 1099? General rule + In trade or business + Payment over $600 in total for year + Non-corporation Some exceptions to $600 and non-corporation
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Who Gets a 1099? Corporation exceptions + Lawyers (box 7 or 14 1099-MISC)



+ Federal Withholding or Foreign Taxes



+ Medical and Health Payments (box 6 1099-MISC)



+ Fish Purchases (box 7 1099-MISC)



+ Broker and Barter Transactions (1099-B)



+ Merchant Card / Third Party Payments (1099-K)



+ Cancellation of Debt (1099-C)
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Who Gets a 1099? Dollar exceptions (If more than $10 per year) + Interest (1099-INT) + Dividends (1099-DIV) + Retirement Income Payments (1099-R) + Distributions from Cooperatives (1099-PATR) + Royalties (box 2 1099-MISC)
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Who Gets a 1099? Dollar exceptions (any dollar amount) + Abandonment of Property (1099-A)



+ 529 Plans (1099-Q)



+ Broker and Barter Transactions (1099-B)



+ HSA / MSA Plans (1099-SA)



+ Health Credit Advance Payments (1099-H)



+ Fish Purchases (box 7 1099-MISC)



+ Long-Term Care (1099-LTC)
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Who Gets a 1099 ‘General Rule’ ○ In reality the $600 rule that we think about ONLY applies to ○ 1099-C (Cancellation of Debt) ○ 1099-MISC (most of this form anyway) ○ 1099-S (Certain Real Estate Transactions) ● So with so many exceptions, is it really the ‘general rule’ ? ● It is in respect to the 1099-MISC box 7 ○ Most common type of 1099 reporting
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Employees and 1099 forms ● Employees should NOT get 1099 forms ○ Bonuses ○ Gifts ○ Per diem ○ Mileage ○ Commissions ○ Gift cards ● ALL should be reported on W-2 form
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Employees and 1099 forms ● Only statutory exception ○ Director fees ○ Even if they are an employee ○ Payments of director fees ○ Must be reported on 1099-MISC ● A few other obscure exceptions can occur ○ Cover a few examples in case study in Part 3 of the course



Poll Question



Summary
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Summary ● In this course - Part 1 of 3 ● We have covered ○ Legal requirements and legislation ○ Purpose of information reporting ○ How and where to file ○ Who gets a 1099 ○ Exceptions to the rule
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Summary ● In Part 2 we will cover specific rules ○ AND cover EACH type of 1099 ○ As well as making corrections



● In Part 3 we cover compliance, penalties, and additional reporting ○ W-9, backup withholding, ‘B’ notices, and penalties (as well as remedies)



openforum canopytax.com/community



opencourse.canopytax.com



Join the community discussion.



Earn more free CPE credit.



Tanya Baber [email protected] | 855-726-EDGE
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Resources



Questions?



Additional Resources



Ask others in the Community! canopytax.com/community



FREE IRS Transcripts Tool by Canopy: canopytax.com/free



Tanya Baber: [email protected]



Tax Resolution & Practice Management: canopytax.com



Canopy Education Director: [email protected]



Consulting & Case Work by Tax Edge: http://taxedge365.com
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