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FORM 1099 EXPANSION REPEAL 
 
The bill to repeal the now infamous Form 1099 
information reporting expansion has finally been 
passed by both the House and the Senate and 
has been sent to the President. The Senate 
passed H.R.4, the Comprehensive 1099 
Taxpayer Protection and Repayment of 
Exchange Subsidy Overpayments Act, by a 87 to 
12 margin, without changing anything in the 
House-passed bill. It is now up to the President 
to decide whether to sign the bill or veto it, but 
leaders on both sides are confident the bill will be 
signed into law. 
  
While the Administration has not officially 
indicated what the President will do, the 
President has repeatedly said the expansion 
should be repealed. The open question is 
whether the President can accept the revenue 
offset that is part of the bill. The offset alters the 
formula for recapturing excessive health care 
insurance premium assistance that is advanced 
based on estimates to individuals and families 
with incomes up to 400 percent above the family 
poverty level, if the later official calculations 
determine the amount should have been lower. 
  
It will be very difficult for the President to veto 
this repeal bill. 
  
Special tips of the hat go to Representative Dan 
Lungren (R-CA) and Senator Mike Johanns (R-
NE) who have been the leading advocates for 
repeal. 
  
The bill repeals the Form 1099 expansion 
including in the health care reform law and an 
additional expansion adopted as part of another 
law last year. 
  

Background 
Under existing tax law, a business taxpayer 
making payments to a service provider (the 
"payee" in IRS language) aggregating to $600 or 
more for services in the course of a trade or 
business in a year is required to send an 
information return to the IRS (and to the service 
provider-payee) setting forth the amount, as well 
as name and address of the recipient of the 
payment (generally on IRS Form 1099). Under 
the law, the business taxpayer is not required to 
issue a Form 1099 to a corporation that provides 
services to it. 
  
The new health care reform law made two 
changes. The first was to require businesses to 
issue the Forms 1099 to corporations as well as 
all persons in a trade or business. The second 
was to expand significantly the scope by 
requiring the issuance for payments made to 
"property" providers as well as service 
providers. The changes were to take effect for 
payments made after December 31, 2011. 
  
The theory behind the expansion was that when 
third parties report a business' income to the 
IRS, compliance increases dramatically. At the 
time of passage of the expansion, the Joint 
Committee on Taxation had estimated it would 
raise $17.1 billion over ten years. The provision 
has nothing to do with health care reform, it was 
added to the legislation solely as a revenue 
offset. 
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HEALTH CARE COVERAGE DISCLOSURE 
 
For many years in the employer community, one 
topic of discussion was whether employees 
would be more careful in using their health care 
benefits if they really knew how much it cost the 
employer to provide the coverage.  The Patient 
Protection and Affordable Care Act, the new 
health care reform law, included a provision to 
test the hypothesis. It directed employers to 
disclose the costs of health care coverage on the 
employee’s W-2 form at the end of the year. 
 
There has been a lot of confusion about this new 
disclosure.  While it appears on the W-2 form, it 
has no taxable consequences.  It is purely 
informational.  This has not stopped the Internet 
from spinning the story out of control. 
 
The Internal Revenue Service (IRS) published 
guidance on how employers are to comply with 
this disclosure requirement.  The information will 
be on the W-2s for 2012 wages.  The IRS had 
previously announced that employers who issue 
fewer than 250 W-2s will have an extra year to 
comply so the first disclosures will be included on 
W-2s for 2013 wages. 
 
The reporting to employees is for their 
information only, to inform them of the cost of 
their health care coverage.  It does NOT result in 
any excludable employer-provided health care 
coverage becoming taxable. 
 
The IRS notice provides guidance for 2012 
Forms W-2 (that is, the forms required for the 
calendar year 2012 that employers generally are 
required to furnish to employees in January 2013 
and then file with the Social Security 
Administration (SSA)).  Employers are not 
required to report the cost of health coverage on 
any forms required to be furnished to employees 
prior to January 2013. 
 
The notice also provides additional transition 
relief for certain employers and with respect to 
certain types of employer-sponsored coverage. 
Those employers to which the additional 
transition relief applies (which include smaller 
 employers who are required to file fewer than  
250 2011 Forms W-2) will not be required to 

report the cost of health coverage on any forms 
required to be furnished to employees prior to 
January 2014. 
 
The notice answers many of the questions what 
costs need to be included on the Form W-2.  The 
notice is Notice 2011-28 and can be found at 
www.irs.gov/pub/irs-drop/n-11-28.pdf 
 

 
DISABILITIES ACT REGULATIONS REVISED 

 
The ADA Amendments Act (ADAAA) was signed 
into law on September 25, 2008.  Among other 
things, the ADAAA overturned several court 
decisions that Congress believed had interpreted 
the definition of “disability” under the original 
Americans with Disabilities Act (ADA) too 
narrowly, resulting in a denial of protection for 
many individuals with impairments such as 
cancer, diabetes or epilepsy. The ADAAA states 
that the definition of disability should be 
interpreted in favor of broad coverage of 
individuals.  The U.S. Equal Employment 
Opportunity Commission’s (EEOC) has issued 
final regulations to implement those provisions. 
 
The regulations set forth a list of principles to 
guide the determination of whether a person has 
a disability. They clarify that the term “major life 
activities” includes “major bodily functions,” such 
as functions of the immune system, normal cell 
growth, and brain, neurological, and endocrine 
functions.  
 
The regulations also clarify how individuals might 
establish coverage under the “regarded as” part 
of the definition of “disability.”  The focus is on 
how the person was treated rather than on what 
an employer believes about the nature of the 
person’s impairment. The ADAAA regulations, 
Question and Answer documents, and a fact 
sheet are available on the EEOC website at 
www.eeoc.gov/laws/statutes/adaaa_info.cfm. 
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