Q: I heard somewhere that there have been some changes in the tax laws for small business this year, especially with regard reporting requirements. I use a lot of independent contracts in my business and can’t afford to make a mistake with my 1099s. Can you shed some light on this for me? Thank you.
Stephan
A: It seems like every year there are significant changes to tax laws, especially as they relate to small business, and this year is no different. In fact, it’s worse. The rules are tougher and the penalties higher. (More on that in a moment.)
One main reason it is tough to keep abreast of the rules is that most small business owners wear so many hats: President, Chief Marketing Officer, Accountant, and the IT guy – all rolled into one. So when it comes to tax season, like now, keeping up with changes in the law can be a challenge. 
But keep up you better. Uncle Sam doesn’t like it when you drop the ball on your tax obligations. 
But have no fear, you pal Steve is here to make it easy (well, this is the IRS we are talking about, so maybe “easier” is a better word.)
The basic rules (as you likely know) are these:

1099: You need to report to the government payments of $600 to non-employees. The most common way to do this is the Form 1099-MISC. This 1099 must be sent to the independent contractor before January 31. But note: There are MANY different 1099 forms and you need to choose the right one for the right situation.
W-2s: Payments made to employees are not reported on Form 1099, instead you use a form W-2. The W-2 must be sent out by January 31.
If you don’t send out and file your 1099 and W-2s properly, the penalties, as indicated, have just gone up. According to Greatland Corporation, a provider of W-2 and 1099 products for business (and a company I do some business with), The Small Business Jobs and Credit Act of 2010 will “increase 1099 and W-2 reporting penalties across the board.” In fact, most the fines are doubling and tripling. 

For example (and there’s a whole lot more where this came from) for small businesses, the new law
· Ups the penalty for failing to file accurate information from $50 to $100 per return
· Ups the maximum penalty for filing corrected returns more than 30 days after the due date, but before August 1, from $30 to $60 per return
· Ups the maximum failure-to-file penalty from $100,000 to $500,000
And who this applies to going forward is changing too. For instance, if you own rental property and you pay any service provider $600 or more during 2011, you will need to report it on a 1099-MISC.
And get this: a new provision in the healthcare reform legislation says that all businesses must begin to issue a 1099 form to any business from which they purchase at least $600 in goods or services during the year. So yes, your 1099 reporting requirements are about to jump, by some estimates, tenfold.

It is essential then that you accurately and timely file your 1099s and W-2s. Here’s how:
· Check to see to whom you paid more than $600 

· Check also to make sure you have all of the applicable mailing addresses and social security numbers
· Double check that everything is current and accurate
· Have employees update their information
· Learn what your specific requirements are and what options you have to meet those requirements. Can you file electronically? 
· Don’t forget your state requirements
· Before completing your W-2 and 1099 forms, read the first page of the instructions. There, the IRS informs you of any new or changed reporting requirements for the year
Finally, the old home improvement advice of “measure twice and cut once” really applies here. If you take the time to do a thorough review of what your applicable expenditures were, when and to whom, you will not only save yourself time and headaches, but potential hefty fines as well.
Today’s Tip: There are a lot of places to go to figure out what you specific reporting requirements are and which 1099 forms you need to submit. SCORE counselors are always a good resource, as is the IRS, and also, the aforementioned Greatland is as well. 
