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You may have seen headlines like the one above, but don’t be fooled. In recent years, the IRS 
has been aggressively increasing its audits of employment taxes and 1099 compliance of 
small businesses. 

 

Over a 3-year period, the IRS audited 7,200 taxpayers for 1099 compliance. Of those 
audited, 74% of them were assessed backup withholding tax with interest and penalties. 

You could be subjected to a penalty of $1,080 per 1099 not filed if you intentionally disregarded the filing 

requirement and did not file the 1099s. 

 

So, if ten 1099s were required but not filed, you could be subjected to penalties of $10,800!! 

 

Two questions on your tax return must be answered 

or your income tax return cannot be filed. 

 Did the corporation make any payments in (year) that would require it to file Form(s) 1099? 

 

 If “yes,” did or will the corporation file required Forms 1099? 

By responding to these questions, you are indicating (under penalty of perjury) that your tax return is accurate 

and complete – including your answers to the above 1099 questions. The IRS is using these questions to 

classify the failure to file as “intentional disregard” and are assessing the highest level of penalties or $1,080 

per 1099. 

Just think how easy it is for computer data matching to identify businesses 

that are not in compliance. There will probably be a LOT more computer-

generated correspondence audits. 

“IRS audits are down!” 

How is this being enforced? 

Why should I care? — Penalties! 

You could also be required to pay back-up withholding of 24% of payments made to a vendor, i.e. you owe 
the vendor $1,000.00, you withhold $240.00 and send it to the IRS. Backup withholding and remittance of 
the withheld tax requires another tax form and our assistance, so save yourself some money and make 
sure you get the W-9 from the vendor and file the required Form 1099s.  



If in doubt, fill it out. If in doubt, send it out. ON TIME!! 

 
The best way to manage your risk of 1099 compliance and Backup Withholding Tax is by requiring 

any individual you pay to submit a Form W-9 to you before you pay them. 

When do I need to file a 1099? 
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A Form 1099 is required for each payment to a non-corporate entity 
or person of $ 600.00 or more during the year for: 
 

 Rents 

 Services performed by someone who is not your employee 

 Prizes and awards 

 Other income payments 

 Medical and health care payments 

 Crop insurance proceeds 

 Payments to an attorney 
 
In addition, Form 1099-MISC is required if you made direct sales of 
at least $5,000 of consumer products to a buyer for resale 
anywhere other than a permanent retail establishment. 
 
** There are other transactions which require the filing of 1099s but 
these are the ones we felt were most pertinent to our clients. ** 

A potential bonus to W-9/1099 compliance is it may assist 

you in state Workers Compensation and Unemployment 

Insurance audits also.  

Creating a best practices procedure for paying vendors can 

go a long way in reducing your risk of being the subject of these types of audits as well as providing 

the necessary documentation support in case you’re are involved in an audit. 

Attached is a Form W-9 for Elev8 Financial 
Group LLC which we encourage you to keep 
in your files, to assist you in your 1099 
compliance.  

Form W-9 is an IRS form that vendor’s provide to you 

which includes their business name, tax ID #, address 

and  information related to the type of tax return they file. 

If a vendor refuses to provide this information you are 

required to “backup withhold” taxes from your payment 

to them if they do not provide a Form W-9 to you.   

More penalties??  How about your having 

to pay the taxes which were supposed to 

have been withheld, plus late 

filing/payment 

penalties? 

Rule of Thumb 

Not filing a 1099 can cause you a 

lot of headaches and $$$. 

However, filing one even when it 

isn’t required doesn’t cause 

anyone headaches or $$$ other 

than the cost of compliance. 

So the rule of thumb is:  

When in doubt—file.  

You can never be penalized for 

filing too many 1099s, just not 

enough.  

Begin now to manage your risk 



Along with our company’s re-branding as of January 1, 2018, we will be introducing a number of 

changes and innovations to improve our clients’ experience, for their personal and business needs. 

Projects we will be implementing and topics we will be addressing throughout 2018: 

We aim to provide only those services our clients need at an affordable fixed monthly rate. 
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Looking ahead with Elev8 Financial Group 

— Changing Managed Solutions Plan (“MSP”) pricing and options 

— Video Tutorials 

We will be offering training materials to help with software (e.g. QBO) and processes that tend 

to cause pain points with our clients. These will be made in-house and tailored to our clients’ 

needs. 

— Upcoming newsletter: “Paying your children”  

What are the key points to consider when preparing to provide funds to your children? 

— 2018 Tax Planning 

What are the changes in 2018 income tax filing and how do they affect your individual and 

business reporting? 

Elev8 Financial Group — Our Goals 

* Determine what will provide the most value to our clients, and make it affordable. 

* Offer personalized services which enhance our clients’ personal and business goals. 

* Listen and react to clients’ needs and strive to continually improve their experience. 






