
Lesson 13: Forms 1099 and 1042-S Penalties.  Failure to Furnish Correct Information Returns

by the Due Date and Intentional Disregard.

Hello, and welcome back to our continuation of the penalties related to information returns –

specifically on Forms 1099 and 1042-S.  In our last lesson, we learned about the penalties for

failing to file an information return with the IRS.  Here, in this lesson, we will learn about the

penalties for failing to furnish correct information returns to income recipients.  A whole other

penalty!  Let’s begin.

If a payor or withholding agent fails to provide a Form 1099 or 1042-S to a payee or recipient,

then the payor or withholding agent may be subject to penalty, if it cannot demonstrate

reasonable cause.  So, let’s separate the two for a minute.

For Forms 1099, the penalty applies if the payor fails to provide the statement by the due date.

This generally would be January 31 for most returns, but please refer to the Guide for

Information Returns.  If the payor fails to include all of the information required to be shown on

the Form 1099 or the payor includes incorrect information on the Form 1099, then it could also

be subject to this penalty.

For Forms 1042-S, if the withholding agent fails to provide one to a recipient by the due date of

March 15th and cannot show reasonable cause, then it is subject to penalty for failure to include

all required information or for furnishing correct recipient statements during a calendar year.

Now, for both Forms 1099 and 1042-S, the same penalty amounts apply that we discussed in

our last lesson with respect to failure to file these information returns with the IRS.

Next, and most importantly, we have the penalty for intentional disregard requirements to file

or provide returns.  This is a big one.  If a payor intentionally disregards the requirement to file

Form 1042-S when it is due, if it fails to provide Form 1042-S to the recipient when it is due, or it

fails to report correct information, then the penalty is the greater of $560 or 10 percent of the

total amount of the items that must be reported with no maximum penalty.



And just to layer on top of these penalties - for Forms 1099 and 1042-S, if a payor fails to

provide a correct payee statement or fails to file with the IRS due to intentional disregard of the

requirements, then the penalty is at least $560 per payee statement with no maximum penalty.

Wow, this can be a very high amount for some large financial institution!

And that concludes our lesson on information reporting penalties.  In our next lesson, we will

take a look at how a payor or withholding agent can correct or amend its filing mistakes.  See

you then!


