1099 compliance in 2022:

Prepare by year-end 2021

November 16 at noon CT

SVP, Outsourcing Services



Continuing education credits available

Please answer at least three polling questions.
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Recording & slides will be available




For best audio quality, call in by phone




Questionse Ask away!




Don't forget our survey




Cindy McSwain

Senior Vice President, Outsourcing Services

Cindy leads AGH's outsourcing
services team.

15+ years of outsourcing experience,
15+ years of audit experience

Member of AICPA, KSCPA, APA, and
nuMmMerous civic organizations




Learning objectives

« Types of payments
* Thresholds

Understand

* Deadlines
* IRS filing requirements
* Penalties for noncompliance

Know

« Getting ready
» Best practices
« Common errors




What is new?e

This year's changes are not as significant as last year.

1099-NEC included in New address for
CFSF program Austin Submission
Processing Center

Electronic Extension of Other
filing time is now a
thresholds fax-only

submission




Section 1: The forms

Focusing on

1099-NEC &
1099-MISC




1099 alphabet soup

Form Description

1099-NEC ~ Nonemployee compensation
1099-MISC  Miscellaneous income

1099-INT Interest income

1099-DIV Dividends & distributions

1099-B Proceeds from broker and barter exchange transactions
1099-C Cancellation of debt

1099-G ' Certain government payments

1099-0O1D 'Original issue discount
1099-PATR  Taxable distributions received from cooperatives

1099-Q -Payments from qualified education programs

1099-R Distributions from pensions, annuities, retirement or profit-sharing plans, IRAS,
iInsurance contracts, etc.




More alphabet soup

But wait...there's more!

Form Description

1099-A Acquisition or abandonment of secured property

1099-CAP Changes in corporate control & capital structure

1099-H Health coverage tax credit advance payments

1099-K Payment card and third-party network transactions

1099-LS Reportable life insurance sale

1099-LTC Long-term care and accelerated death benefits

1099-QA Distributions from ABLE accounts

1099-S Proceeds from real estate transactions

1099-SA Distributions from an HSA, Archer MSA, or Medicare Advantage MSA

1099-SB | Seller's investment in life insurance contract




Even more alphabet soup

When will it stop?

Form Description

1042-S Foreign person's US source income subject to withholding
1097-BTC | Bond tax credit

1098 | Mortgage interest statement

1098-C | Contributions of motor vehicles, boats and airplanes
1098-E | Student loan interest statement

1098-MA | Mortgage assistance payments

1098-Q | Qualifying longevity annuity contract information

1098-T Tuition statement




Too much alphabet soup

This does not include the forms required under the Affordable Care Act (ACA).

Form Description

3921 Exercise of an incentive stop option under Section 422(b)
3922 Transfer of stock acquired through an employee stock purchase plan (Sec 423(c))
5498 IRA contribution information

5498-ESA Coverdell ESA contribution information

5498-QA ABLE account contributions information
5498-SA HSA, Archer MSA, or Medicare Advantage MSA information
W-2G Certain gambling winnings

W-2 Wage and tax statement




1099-NEC

| CORRECTED (if checked)

PAYER'S name, streat address, city or town, state or province, country, ZIP OME Mo, 1545-0116
or Toraign postal code, and telaphons no,

7 Iﬁz.' Nonemployee
= Compensation

Ferm 1099-NEC

Threshold: $600
PAYER'S TN RECIPIENT'S TIN S1 Nenemployee compensation for HS;E?;& D ue 'to rec | p | en t J an. 3 1

RECIPIENT'S namea 2 Payar mede direct sales totaling 55,000 or more of , This is important 1ax

consumer products o recipient lor resale | infarmalion and is baing
fumnished 1o the IRS. If you are

: S e Due to IRS: Jan. 31
regligencs penalty or other . .
sanchon may be imposad on
4 Fedaral income tax withhald you if this income is laeable
and the IRS determines that it
has not bsen repored
5 Bate tax withheld B StalePayar's stata no, 7 State nooma

Account numiser {sae instructions) $

Form 1099-NEC {kaep for your records) www.irs.gowForm1098NEC Departrment of the Treasury - Intermal Reverus Sanvice

Sireat address [incheding apt. no.)

City or town, stake or provines, country, and ZIP or forsign postal code »]




1099-MISC

[ CORRECTED {if checked)

or foreign postal code, and 1elaphone ro.

PAYER'S name, strest address, Gy or own, siale or province, coungry, ZIP

1 Rants

§

2 Royaites

£

CRAE M, 15450115
e
| 2021

Form 1089-MISC

Miscellaneous
Information

3 O InComne

5

5

4 Faderal income tax withhalo) Cnp‘:.r B

For Recipient

PAYER'S TIN

FECIMENT'S name

Shroot address (including apt. no.j

RECIPIENT'S TN

City or fown, state or provinca, country, and ZIP or forsign postal coda

5 Fishing boal procesds

5

T Payer made direct sales
tokaling 56,000 or mons of
oonsumer products fo

recipiant for resale |

& Medical and health care payments

5

B Substitube payments in lisu of
dreidends: or interest

g

& Crop insurance procsods

%

10 Gross procoads paid bo an
athoemey

§

This is important tax
information and is
baing fumnished 1o
the: IRS. i you are

requined 1o e a
ratum, a neghgance
panalty or athar

11 Fish purchasod for resak

5

12 Sacticn 408, dafermals

5

sanction may be
imposed an you il
this income is
taxable and the IRS

Brenunt urber jSess irstructions)

FATCH Hling 13 Excess goldsn parachune
FELr BTl pyTEalE

| 3

15 State tax withheld
3
3

14 Mangqualfied deismad
SOMmpanaalion

5

16 St Payer's slabe no.

determines that it
has mol besn
raparted.

1T State incoms

$
$

Threshold: $600
Due to recipient: Jan. 31
Due to IRS: Feb. 28*

*Mar. 31 if filed electronically

Form 1098-MISC keap for your records) wawirs. gowForm 1 0saMIS C Departmaent of the Treasuny « Intemal Reverue Sardcs




What about corrections?

For years prior to 2020

Use the form originally used

For 2020 and after

Use the form originally used




What is new?¢

021 VA PR
General Instructions for
Certain Information Returns

(Formis 1096, 1097, 1098, 1099, 3921, 3922, 5498, and W-2G)

2021
Instructions for
Forms 1099-MISC
and 1099-NEC

Miscellaneous Information and
Monemployee Compensation

2021 A1 Pk
Instructions for Forms
1099-INT and 1099-0OID

Interest Income and Orlginal lasue Discount

IRS.gov
Publication 1220

Specifications for electronic filing of forms
1097, 1098, 1099, 3921, 3922, 5498,
and W-2G for tax year 2021.



What is new?¢

Internal Revenue Service
2 @ 2 1 Department of the Treasury
General Instructions for

Certain Information Returns

(Forms 1096, 1097, 1098, 1099, 3921, 3922, 5498, and W-2G)

Guide to Information Returns (If any date shown falls on a Saturday, Sunday, or legal holiday in the
District of Columbia or where the return is to be filed, the due date is the next business day.)

Due Date
To Recipient
Form Title What To Report Amounts To Report To IRS . (upless
indicated
otherwise)
1099-INT Interest Income Interest income (including payments reported pursuant to an election
described in Regulations section 1.1471-4(d)(5)(i)(A) or reported as
described in Regulations section 1.1471-4(d)(2)(ii)(A)); market discount i:gr::r':‘:;fnff::e:') February 28" January 31**
subject to an election under section 1278(b). Tax exempt interest is also
reported on this form.
1099-NEC |Nonemployee Payments for services performed for a trade or business by people not
Compensation treated as its employees (including payments reported pursuant to an
election described in Regulations section 1.1471-4(d)(5)(i)(A) or
reported as described in Regulations section 1.1471-4(d)(2)(ii)(A)). #0090 or s e A dantmy 23
Examples: fees to subcontractors or directors and golden parachute
payments.




Polling question #1



Understanding
the types of
payments



Requirements: Which payments?

Payments made in
the course of your
trade or business...

then remove End
the exceptions.

________________________________________________________




Requirements: Which payments?

Corporation Exception Exception to the
(not reportable) Corporation Exception

Payments to a corporation: Medical & health care payments (MISC box 6)
C corporation Gross proceeds paid to an attorney (MISC box 10)

S Corporation Substitute payments in lieu of dividends or tax-

LLC treated as C- or S-Corporation exempt interest (MISC box 8)

Fish purchases for cash (NEC box 1)
Attorney fees (NEC box 1)

Payments by a federal executive agency for
services (NEC box 1)




Requirements: Which payments?

Exceptions (not reportable)

Payments for merchandise, telegrams, telephone, freight, storage and similar items
Payment of rent to real estate agents or property managers (they must report the rent)
Wages to employees (report on W-2)

Military differential wage payments

Business travel allowances paid to employees (could be W-2)

Cost of current life insurance protection (W-2 or 1099-R)




Requirements: Which payments?

But walit, there are more exceptions...

More exceptions (not reportable)

« Payments to tax-exempt organizations
« Payments made to or for homeowners from HFA Hardest Hit Fund or similar state program

« Compensation for certain injuries and sickness (certain restrictions apply)

« Compensation for wrongful incarceration




Requirements: Which payments?

Even more exceptions!

More exceptions (not reportable)

« Payments made with a credit card or payment card (1099-K)
Fees paid to informers
Scholarship payments
Difficulty of care payments
Canceled debt (1099-C)




Recap: Which payments?

Confused? Start here...

> A\ ©

Start with Filter out the Don't forget the
ALL payments EXCEPTIONS EXCEPTIONS
TO THE EXCEPTIONS




Polling question #2



Section 3: Thresholds

Understanding
tThe thresholds



Requirements: Thresholds

At least $10

 1099-INT
« 1099-DIV
« 1099-R
« 1099-MISC
v' Gross royalties (box 2)

v’ Substitute dividends and tax-exempt interest reportable
by brokers (box 8)




Requirements: Thresholds

At least $600 paid for

« 1098 (mortgage interest)
 1099-C; but not for PPP loan forgiveness!
« 1099-NEC

v’ Services performed by someone who is not your employee
(including parts and materials) (box 1)*

v’ Attorneys' fees (box 1)*

v Cash payments for fish you purchase from anyone engaged in
the trade or business of catching fish (box 1)

*Exception for corporations does NOT apply




Requirements: Thresholds

At least $600 paid for
1099-MISC

Rents (box 1)
Prizes and awards (box 3)
Other income payments (box 3)

Generally, the cash paid from a principal contract to an individual,
partnership or estate (box 3)

Any fishing boat proceeds (box 5)

Medical & health care payments (box 6)*
Crop proceeds paid to an attorney (box 9)
Gross proceeds paid to an attorney (box 10)*
Section 409A deferrals (box 12)

Non-qualified deferred compensation (box 14)

*Exceptions for corporations does NOT apply




Requirements: Thresholds

NO threshold
1099-MISC

« Payments to crew members of fishing boats, including
payment of proceeds from catch

» Income from non-qualified deferred compensation plans

1099-MISC/1099-NEC

« Anyone with backup tax withholding regardless of the
amount of the payment




Other considerations

Deceased employee wages

Payments after the date of death but same year as death
Withhold Social Security and Medicare taxes

Report them only as Social Security and Medicare wages on W-2

Report payments to the estate or beneficiary in box 3 of Form 1099-
MISC (other income)

Payments in a different year than year of death

* Report nothing on W-2
* Use Form 1099-MISC (other income) (box 3)




Other considerations

Deceased employee death benefits

Payments after the date of death but same year as death

« Payments from non-qualified plans: 1099-MISC
« Payments from qualified plans: 1099-R




Other considerations

When to apply backup withholding

Failure to furnish TIN in the manner required

Notice from the IRS
* Incorrect payee TIN

* That payee is subject to backup withholding due to notified payee
underreporting

Payee failure to certify that he/she is not subject to backup
withholding (interest and dividends only)




Other considerations

Foreign contractors

Form W-8 series (similar to W-9)

Form 1042 series (similar to 1099s)

Be aware of any payments made:

* To a foreign company
* For services provided INSIDE the United States




Polling question #3



Section 4. Filing details

Understand
deadlines,
extensions, filing
& penalties




Reporting deadlines

1099-NEC $600 or more Jan. 31 Jan. 31 Jan. 31
oxs- f,pb%tn?ﬁdg év'n!fj%ytb coremp | $10 or more | Feb. 15 | Feb. 28 | Mar. 31
(Boxlo-%sgg%}ggéesdgpamman | $600 or more | Feb. 15 | Feb. 28 | Mar. 31

1099 MISC | $600 or more | Jan. 31 | Feb. 28 | Mar. 31
1009-INT (5500 or more i somme cases) | Jan. 31 | Feb. 28 | Mar. 31
1099-DIV B o i Jan. 31 | Feb. 28 | Mar. 31
1099-R | $10 or more | Jan. 31 | Feb. 28 | Mar. 31




Extensions




How to file with the IRS

Electronically

* Required for 250 or more information returns (per type)
« Apply separately for original filings and corrections

« Does not apply if you apply for and receive a hardship waiver

Paper

* |nclude Form 1096 transmittal form




Penalties

These three things will get you in trouble.




Penalties

#1 Failure: Failing to file correct information returns by the due date

30 days $50 $571,000 $199,500
By Aug. 1 $110 $1,713,000 $571,000
After Aug. 1 or not filed at all $280 $3,426,000 $1,142,000
Intentional disregard $570 None None

*Small businesses:

Average annual gross receipts for the three most recent tax years (or for the period which you were in existence, if shorter)
Ending before the calendar year in which the information returns were due
Are $5 million or less




Penalties

#2 Failure: Failing to furnish correct payee statements

Separate penalty

Applied in same manner as “failure to file
correct information by due date”

Amount of penalty based upon when
you furnish correct payee statement




Penalties

#3 Failure: Failing to file electronically (if required)

Up to for each return
over 249

Applies separately to original
corrected returns




Penalty exceptions

Due to rule
and not willful neglect IS not considered for corrections
a failure to include
correct information



IRS notices

Notice CP-2100

Notice of incorrect recipient information

Compare your internal records to
IRS notice

1. Missing / obviously incorrect TIN;
Begin backup withholding immediately

2. Incorrect name & TIN combination (clerical error);
Use the correct information in future 1099 filings

3. Incorrect name & TIN combination (no clerical error);
Send “B” notices (backup withholding)




IRS notices

IRS publication 1281

Backup withholding for missing and incorrect name/TINs

IRS publication 1586

Reasonable cause regulations and requirements for missing
and incorrect name/TINs




What about statese

Combined Federal State Filing (CFSF)

Research state-by-state requirements




Section 5: How to get ready

Best practices
and common
errors




How 1o preparee

Vendor Setup
« Form W-9s

Polices & Proceduresfj Accounting System

* Document in writing * Accounts payable

« Payroll « TIN matching




Form

w-g
famn

Fev. October 2018
Onguartment of the Treasary
ool Reveorue Serves

W-9/W-93

Request for Taxpayer
Identification Number and Certification

» Go 1o www.irs gov/FormWe for instructions and the iatest information.

1 Narme (s shown on pour noome Las eham) Nome 5 regueoed on B e, 30 not iseve s ine tlee

2 Busness name/'daregarded ently name. d Gffersnt Pom above

3 Chech sppropriate bos kor federsl Las claasfcaton of B porson whose narme B sedered on line 1 Check ondy ene of Be
follomwrng seven boses
[ ndvasmpsclo pregretor o L) CCorporation [ SCoporation [ Partnenshp [0 Trustrestate

D Livwied babikty compary | nter B taa classiiostion (C.C corporston, St compuestion, I'-Pertmenshigp) »

[[] Ofwr pree nstructions) »

single mernber LLC

Note: Check the apgrogriate bos in he Ine abowe for the Lax classfication of Bw ungle mamber owner . Do not check
LLC # e LLC 5 classiiod a3 & sngle-mamber LLC hat s dearegerded Fom S owner undess Se owner of Pe LLC »
ancwr LLC ot & not dearegarded Som the omeer for ULS. federal tax purposes. Otherwase, & single-member LLC tha
5 deregardod om e owner should check B apgrograte bos for the tax clessficaton of &3 owner

4 Esamnptions (oodes apply ondy %o
Cortan entities. ot naividuals. see
FEPUCtons On page 3}

Fanempt payoe code i ary)

Enaengtion froen FATCA reportng
code i ary)

PN N ) AP P 0

6 Address puamber, strset, and apt. o st 10.) See Feluchons.

6 Chy, s2ate, anxd 2 code

Faquester s name and s ess (Optoned)

Taxpayer identification Number (TIN)

Ender your TIN in 1he approgriato box. The TIN provided must match the namo given on ino 1 10 avold
backup withholdng. For indhvdunls, this & gonorally your socinl securtty numbeor £55N). Howower, for o
rosscdont allon, sole propriotor, or darogardod enfity, seo the instructions for Part L lsler. For other
onites, it is your employor dentification sumbor (EIN). ¥ you do not have a numbar, 500 How 1o gof &
TIN, \ator,

Note: If tho account is in more Than ono famo, 500 the imstructions for Ino 1. Also soo What Name and
Numbor To Gve the Roguester for guidolines on whose numixr 10 onfler

Used to solicit information
from vendors and
Independent contractors.



Form W-9/W-9S penalties

Failure to furnish TIN $50 for each such failure

False information with respect to

withholding $500 civil penalty

Falsifying information Criminal penalty




How to preparee

Education Research Preliminary review

« Annual training  State filing requirements * Ask questions

* |IRS instructions  Electronic filing
requirements

* Follow up




How to prepare?¢

> ¥ ©

Start with Filter out the Don't forget the
ALL payments EXCEPTIONS EXCEPTIONS
TO THE EXCEPTIONS




How to preparee

Finalizing and filing

Test filing Corrections

Federal & state(s) Confirmations Recipients
Regulatory agencies




Common errors

Avoid these mistakes

1 Duplicate filings

2 Filer's name on transmittal (Form 1096) doesn't match
underlying returns

3 Decimal point to show dollars and cents omitted

4 Two or more types of returns submitted with one
transmittal (Form 1096)

5 Incorrectly completed Form W-9
» Disregarded entities




Best practices

Follow these suggestions

1 Solicit information for all vendors and contractors.
2 Utilize the IRS TIN matching program.

3 Use all 1099 related features off your software.

4 Compare payroll and accounts payable records for
duplicate payees.

5 Train accounts payable personnel annually.

6 Review your electronic data file for reasonableness.



Polling question #4



2021 IRS guidance

Instructions

AA
Oon




2021 IRS guidance

Forms

AA
Oon




2021 IRS guidance

Publications




Thank you!

Cindy McSwain

Senior Vice President
Allen, Gibbs & Houlik, L.C.

Cindy.McSwain@aghlc.com
/in/cindymcswain
316.291.4101

Visit AGHUniversity.com
for upcoming and on-demand webinars.

Questions not related to the content?
Email Mike.Ditch@aghlc.com






