
PENALTIES FOR FAILURE TO FILE OR FURNISH INFORMATION 
RETURNS 
 

Why You Should Take 1099 Filing as Seriously as the IRS does 
 
Think it's no big deal to skip 1099 filing for a few of the independent contractors who worked for you this year? 
Not so fast! 
 
As the IRS continues to enforce 1099 compliance by small business, the risk of not filing is too great. In fact, 
the IRS now asks you to answer these two questions on all federal income tax returns: 
 

● Did you make any payments in the year that would require the filing Form(s) 1099? 
● If "yes", did or will you file the required 1099? 

 
By responding to these questions, you are indicating (under penalty of perjury) that your tax return is accurate 
and complete -- including 1099 filing. 
 
Tax law requires businesses to provide information returns, such as 1099-MISCs, to each payee that the 
business has paid $600 or more for the year. Reporting of 1099's when you are reporting non-employee 
compensation payment in Box 7 is due to the IRS by January 31. They are due February 28 when you are not 
reporting non-employee compensation in Box 7. 
 

Why a 1099 Late Filing Penalty is Not Worth the Risk 
 
To ensure compliance with these requirements, there are substantial penalties. The penalties for small 
businesses (defined as having gross receipts under $5 million) are generally based on how late the returns are 
filed with the IRS or provided to the recipient of the income. They are broken down into four tiers: 
 
Tier 1 - Where the returns are filed or provided late but within 30 days of the prescribed due date. 

The penalty is $50 per return with a $187,500 maximum. 
 
Tier 2 - Where the returns are filed or provided more than 30 days after the prescribed due date and before 
August 1 of the calendar year in which the filing was required. 

The penalty is $100 per return with a $536,000 maximum. 
 

Tier 3 - Where the returns are filed or provided after August 1 of the calendar year in which the filing was 
required or not at all. 

The penalty is $260 per return with a $1,072,500 maximum. 
 

Tier 4 - Intentional Disregard 
The penalty is $530 per return with no limitation. 

 
In addition, small businesses are subject to two separate penalties. There is a penalty for not filing or late filing 
with the IRS plus another penalty for not providing a statement to the payee. You are also subject to these 
same penalties for filing an inaccurate return, such as an incorrect social security number. 
 

If we can assist you with information return filing, please give us a call. 


