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 $385 Billion uncollectable taxes 

 Hiding assets & income in foreign banks 

 Unreported payments to independent contractors and 
non-employees  

 IRS is working to rectify 

 Compliance levels are significantly low 

 4-year period – increased case reviews by 10% 

 Increased discovery of under-reporters by 210% 

Why 1099’S?  The Tax Gap 



 
 IRS Forms 1099 are informational returns 

used to distinguish different types of taxable 
payments made to persons for a variety of 
reasons.    

 
 The reason determines the type form and the 

appropriate box that is used. 

 There are LOTS of different 1099 forms, each with a 
different letter or series of letters. 

What is a 1099? 



 
Generically speaking, each vendor to whom you have 
paid at least $600 for services during a calendar year. 

 

Generally Not a corporation 

 

Who Gets a 1099? 



 
 Official name of the person or entity as the IRS 

knows them. 

 What classification are they?   Individual/sole 
proprietor, Corporation, Partnership, LLC, …. 

 Taxpayer Identification Number (TIN) 

 SSN 

 EIN 

 

Where does the 
information come from? 



 
 Form W-9 Request for Taxpayer Identification 

Number and Certification 

 

 Payee provides name, address and TIN and signs the 
form under penalty of perjury certifying accuracy 

 

 Completed W-9 on file for each active vendor in the 
system and every new vendor added 

 

W-9…Every Time 









 
 Series of 1099 Forms – with a variety of purposes 

 1099-G 

 1099-INT   

 1099-DIV 

 1099-C 

 1099-S 

 1099-K 

 1099-MISC    This is it! 

 And there are more! 

Which 1099 do I use? 



 
 

 IRS Form 1099-MISC is to an independent contractor 
or freelancer, attorney,  or doctor, what a W-2 is to an 
employee.   

 

 Reports total amount of qualifying payments the 
Board made to a single person or entity during a 
calendar year 

 

 $600 is the magic number 

1099-MISC 



 
 IRS 20 point checklist notable points: 

1. IC can realize a profit or suffer a loss; not just risk of 
not getting paid 

2. IC offers their services to more that one firm 

3. IC generally provides his own tools, materials and 
supplies 

4. IC can’t be fired without subjecting Board to risk of 
breach of contract lawsuit 

5. IC can’t simply quit without being subjected to risk of 
breach of contract lawsuit 

Independent Contractor                         
or Employee? 





 

You can never have both a 

W-2 and a 1099-Misc 

from the same company 
(Board) 

True or False? 



 
Most Common: 

 Rents 

 Medical and Health Care Payments 

 Drug testing 

 Physicals 

 Attorney Fees 

 Prizes and awards 

 Services (including parts and materials if they were 
incidental to performing the service) 

$600 





 

Service & Materials 

Repair of vehicle to 
include parts of $250 and 
labor of $450. 

 

 

 

1099 amount $700 

Parts are incidental to 
providing the service 

Lawn care service to cut 
grass for $800.   He also 
agrees to sell you 10 
hibiscus plants for $150 
for the Ag class project. 

 
1099 amount $800 

Plants are not included 
 



950.00 

800.00 

Lawn care $800.00 
Hibiscus    $150.00 



 
28% federal income tax to be withheld from vendor 
payments if they have  

a) not provided you with their correct taxpayer 
identification number or  

b) given you no number at all 

 

This is the IRS’s backup plan to the way the system is 
designed to work, thus the term “Backup 
Withholdings” was born. 

Backup Withholdings 



 

PENALTY 
 

If you did not withhold the 28%,  

IRS can hold your Board liable  

Backup Withholdings 



 
       $30 - $100 per return (max $1.5M) 
1. Filed untimely 

2. Forms with missing/incorrect TIN 

3. Filed on incorrect media or in incorrect format 

  

 $250 per return (no limitation) 
1. Forms that should have been filed but were not.              

If it is determined errors were a result of an 
intentional disregard of filing requirements.    

 

 

 

1099 PENALTIES 



 
 

   Lack of compliance policies and procedures 

   Lack of staff training 

   Lack of internal controls 

   Inaction  

 

Ignorance of the law is not a valid excuse 

Intentional Disregard 



 

 

The Chief School Financial Officer 

Accounts Payable Clerk 

Local School Bookkeepers 

Who is responsible for 
preparing a 1099-MISC? 


