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Disclaimer

While we hope you'll find this discussion helpful,
this session is for informational purposes only
and is not legal or tax advice.
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, l Our biggest customer event is returning
wauard this November in Austin! Avalara CRUSH is designed to take

CRUSH

NOVEMBER 11-14, 2024
FAIRMONT AUSTIN

the tax compliance conversation deeper — attendees will learn

how to make the most of Avalara solutions, get insights on

trends in Al and the global economy, collaborate with peers,

and network at fun evening events.

It's more than a conference. It's CRUSH.
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Continuing Professional Education (CPE)

Qualifying Downloading
for credit "~ Certificate
> Respond to 3 of 4 poll questions > Download the certificate once

you qualify

Questions display for a limited amount of
Find the Earn Certification box

time
Select your answer and click submit « Click the icon to download
> Attend the full duration of the webinar > Those that qualify will also receive their

Attend at least 50-minutes to qualify certificate in a post-event email



Meet our
presenter

Gordon Walsh

1099 Product Solution Consultant

Avalara
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POLL QUESTION

#1
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Managing IRS forms is a marathon — not a sprint
What are W-9 forms? What are 1099 forms?

The challenges associated with W-9 and 1099 forms
W-9 and 1099 best practices

Avalara 1099 demo & trial offer

Questions?
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There are dozens of IRS form types

However, 2 Forms dominate the field
We use “1099 & W-9”
1094-B as shorthand for all 1097-BTC
these IRS forms.
1098-T

1098-DIV

1099-B 1099-DIV

1099-CAP 1099-INT 1099-LS 1099-LTC

1099-MISC

1099-NEC

1099-SA
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What is a W-9?
Whatisa 10997

IRS Form W-9

Used to request the correct Taxpayer
|dentification Number (TIN) from a vendor,
company, or individual for which non-
employee income was or will be paid during
a calendar year.

IRS Form 1099

Filed annually with the IRS to report non-
employee income paid to the vendor and
should use the information collected on a W-
9.The 1099 is required if the vendor,
company, or individual receives payment for
services throughout the calendar year.

Form W-9 Request for Taxpayer Give Form to the

requester. Do not

e Identification Number and Certification send to the IRS.

Department of the Treasury
Internal Revenue Service

Name (as SNown on your Income (&« retum)

Business name/disregarded entity name, i different from above

Check appropriate box for federal tax classification:

Print or type

[ Other (see instructions) »

O inawviduaiisole proprietor ] CCorporation ] 8 Corporation

[ umited savility company. Enter the tax class#ication {C=C corporation, $=8 corporation, P=partnership)

O rpartnersnip [ Trusvestate

(] Exemot payse

‘Address (number, street, and apt. or suite no,)

Requester’s name and address (optional)

City, state, and ZIP code

See Specific Instructions on page 2.

Uist account number(s) here (optional)

Taxpayer Identification Number (TIN)

Enter your TIN in the appropriate box. The TIN provided must match the name given on the “Name" line Social security number
o avoid backup withholding. For individuals, this is your social secutity number (SSN). However, fora I D] I | I |

resident alien, sole proprietor, or disregarded entity, see the Part | instructions on page 3. For other
entities, t Is your employer identification number (EIN). If you do not have a number, see How to get a

TiN on page 3.

Note. If the account is in more than one name, see the chart on page 4 for guidelines on whose Employer identification number

number to enter.

Certification

Under penalties of perjury, | certify that:

1. The number shown on this form is my correct taxpayer identification number (or | am waiting for a number to be issued to me), and

2. 1 am not subject to backup withholding because: (a) | am exempt from backup withholding, or (b) | have not been notified by the Intemal Revenue
Service (IRS) that | am subject to backup withholding as a result of a failure to report all interest or dividends, or (c) the IRS has notified me that | am

no longer subject to backup withholding, and
3. lam aU.S. citizen or other U.S. person (defined below).

Certification instructions. You must cross out item 2 above if you have been notified by the IRS that you are currently subject to backup withholding
because you have failed to report all interest and dividends on your tax retum. For real estate transactions, item 2 does not apply. For mortgage
interest paid, acquisition or abandonment of secured property, cancellation of debt, contributions to an individual retirement armangement (IRA), and
generally, payments other than interast and dividends, you are not required to sign the certification, but you must provide your correct TIN. See the

on page 4.

Sign nature of
Here u"sp-':.»

Date >

General Instructions

Section references are to the Intemal Revenue Code unless otherwise
noted.

Purpose of Form

A person who Is required to file an information retum with the IRS must

(payer identification number (TIN) to report, for
example, income paid to you, real estate transactions, mortgage interest
you paid, acquisition or abandonment of secured property, cancellation
of debt, or contributions you made to an IRA.

Use Form W-8 only if you are a U.S, person (including a resident
alien), to provide your comect TIN to the person requesting it (the
requester) and, when applicable, to:

1. Certify that the TIN you are giving is correct (or you are watting for a
number to be issued),

2. Certify that you are not subject to backup withnolding, or

3. Claim exemption from backup withholding if you are a U.S. exempt
payee. If applicable, you are also certifying that as a U.S. person, your
allocable share of any partnership income from a U.S. trade or business
is not subject to the withholding tax on foreign partners' share of
effectively connected incorme.

Note. If a requester gives you a form other than Form W-8 to request

your TIN, you must use the requester’s form if it is substantially similar

to this Form W-8.

Definition of a U.S. person. For federal tax purposes, you are

considered a U.S. person if you are:

* An individual who Is a U.S. citizen or U.S. resident alien,

* A partnership, corporation, company, or association created or

organized in the United States or under the laws of the Unked States,

* An estate (other than a foreign estate), or

* A domestic trust (as defined in Regulations section 301.7701-7).

Special rules for partnerships. Partnerships that conduct a trade or

business in the United States are generally required to pay a withholding

tax on any foreign partners' share of income from such business.

Further, in certain cases where a Form W-8 has not been received, a

partnership is required to presume that a partner is a foreign person,

and pay the witnholding tax. Therefore, if you are a U.S. person that is a

partner in a par ip atrade or in the United
provide Form W-8 to the partnership to establish your U.S.

States,
status and avoid withholding on your share of partnership income.

Cat. No. 10231X Form W-9 (Rev. 12-2017)




Because mistakes happen

IRS compliance

If you don’t collect a
W-9 in the first place:

You can be fined $60 to
$630 per missing W-9.

Some industries feature
A LOT of W-9s.

=

If you file a 1099 with
an incorrect Tax ID

You will need rectify it
with the vendor,
sometimes involving
backup withholding
(which is 24%).

If you can't rectify, they
will be subject to
penalties by the IRS.

time suck!

=

If you are storing
W-9s yourself

Please be sure your
security is up to par.

Those W-9s include
VERY sensitive
information such as
social security numbers.



POLL QUESTION

#2







The 1099 and W-9 workflow

Caught in the middle - between inefficiencies and liabilities

1. Contractor gives you a W-9 4.The IRS (sometimes) sends you
upon your request. an audit request to see if you have
the original W-9.

Inefficiencies Liabilities

3. You send a copy of the 1099 2. You file a 1099 with the IRS using
back to the contractor so they can info from the W-9.
file their own taxes.



January 31st

Challenge: The IRS deadline for handling 1099s is
rigid and late fees can quickly pile up when a
company has multiple vendors in its payment system.



-—

CHALLENGE:

IRS requirements are
a moving target

The federal and state regulations for
compliance are constantly changing and
being rewritten.

Example - Starting tax year 2023, the IRS introduced a
new rule stating that if you have 10 or more information
returns, you must file them electronically.

Example - Ahead of the 2024 filing deadline, the IRS
reduced the 1099-K threshold for requiring a 1099 to $600.
This had an enormous impact on marketplace sellers.

Example - Congress introduced legislation called the Red
Tape Reduction Act to raise the threshold back to $10,000.
The legislation, however, went nowhere.

Example - But just before the deadline, the IRS delayed
the reduction in the 1099-K threshold until tax year 2024.

Example - But what's next? Nobody knows. ]




CHALLENGE:

Recipient
requirements

Your vendors have needs, too.

Pro Tip! You can't send vendors
electronic versions of their 1099s unless
they opt-in to an e-delivery and they
must always have a means to opt-out.

Pro Tip! You don't need to send 1099s
to vendors who are incorporated.

Marketing
Agency

We're waiting
for our copy

Freelance
Contract Rt
Helper | have bad
handwriting
| changed my
legal name

Marketplace
Seller
| didnt know you
needed a W-9 Temp
Worker
| changed my
residence

?

M




CHALLENGE:
Rejected filings

Humans who copy/paste
are prone to error

Legal Names

Misspelled or inaccurate
names are another source
of rejections.

TIN Numbers

Incorrect TIN numbers are
the most common reason
for rejected IRS filings.

State ID

Some filers forget
to enter a state ID.




CHALLENGE:
State requirements

3 examples as of 2023

California

Requires direct filing of forms
3921/3922 even if you
participate in the Combined
Federal/State Filing Program.

South Carolina

If any state income tax was withheld,
1099s must be burned to a CD-ROM

in the antiquated IRS format and

Oklahoma mailed to the Dept of Revenue.

Although the website lists the Combined Federal/State
Filing Program as an acceptable option for filing 1099s,
the 1099-NEC is not included and must be filed directly.
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Recommended timetable of compliance steps

e faa o B 4 . 1
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* Transfer data from your Get W-9s from new vendors at the point of onboarding
W-9s to your 1099s

¢ Conduct address

o * Determine who owns this * Check up on * Explore workflow + Confirm every
verification and TIN : . . :
, aspect of compliance legislative updates integrations vendor has a W-9
matching on file

* Determine a method for

safe storage of W-9s « Carry over data
from previous filing
year

« E-file 1099s to the IRS

+ Obtain permission from
your vendors to receive

electronic versions of
their 1099s

* Send 1099 copies to your
vendors before the Jan
31stdeadline

* Select an e-filing platform
to use




BEST PRACTICE:
Good W-9 collection

Collecting the W-9s
ensures the accurate tax ID
and legal name for the
recipient of the 1099.

-

Required by the IRS
for every non-employee -

regardless of whether they
hit the threshold.



BEST PRACTICE:
Proactive data validation eliminates fallout from errors

et

TIN matching to get Address verification to
ahead of B-notices avoid "“return to sender”

Ty



BEST PRACTICE:
Don't store W-9s on paper, your laptop, or the cloud

£ &

Keep them Keep them
central secure
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Avalara 1099 trial offer











