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New 1099 Reporting Requirements for Small Businesses 

November 2010 

Dear Client: 

The Patient Protection and Affordable Care Act expanded existing reporting requirements to include a business’s 

payments related to goods and other property, and payments to most corporations.  The exception to the reporting 

requirement for payments of $600 or more made to a corporation in the course of a trade or business has been 

eliminated. All businesses, tax-exempt organizations and federal, state and local government entities will be required 

to issue Form 1099 to vendors from whom they purchase goods totaling $600 or more during a calendar year. To meet 

this requirement, these businesses and entities will have to keep track of all purchases they make by vendor. For 

example, if a self-employed individual makes numerous small purchases from an office supply store during a calendar 

year that total at least $600, the business (individual) must issue a Form 1099 to the vendor and the IRS showing the 

exact amount of total purchases. 

Payments to exempt or governmental organizations, international organizations & retirement plans will still continue to 

be exempt by regulation and are not affected by this provision. In addition, the provision does not override specific 

provisions elsewhere in the Code that except certain payments from reporting, such as securities and broker 

transactions as defined under sec. 6045(a) and the regulations thereunder. 

The IRS plans to use its administrative authority to exempt from the new Form 1099 reporting requirements business 

transactions conducted using credit and debit cards. These transactions will already be covered by the reporting 

requirements on payment card processors, so the IRS sees no need for businesses to report them as well. So, when a 

business uses a credit or debit card, there will be no additional burden under the new law. 

Failure to comply with these requirements may result in the imposition of penalties, which may include a penalty for 

failure to file the information return (sec. 6721); a penalty for failure to furnish payee statements (sec. 6722); or failure 

to comply with other various reporting requirements (sec. 6723). See our memo on “Penalty for failure to file Form 

1099.” 

We refer you to www.irs.gov/pub/irs-pdf/fw9.pdf to find Form W-9. Please ask all vendors to whom you are writing 

checks and/or drafting payments to fill out the form and return to you. As you receive the completed forms, please 

forward to our office with your monthly or quarterly accounting work so we can input the information in our system for 

preparation of 1099s at year end. 

 

Sincerely, 

Winham & Associates, PA 

http://www.irs.gov/pub/irs-pdf/fw9.pdf

