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What changed—and what to review before year-end
1099 season, a possible new form, and open enrollment. A higher 1099 reporting threshold, a new e-file system, and a
full repayment rule for Marketplace credits change what to file, what to track, and what to decide before December 31.

1099-NEC reporting threshold rises to $2,000 $2,000
For payments made in 2026, a business files Form 1099-NEC only when it paid a nonemployee $2,000 or more for
services in the year, per payee — up from $600. The same $2,000 figure covers several Form 1099-MISC categories,
including rent, prizes and awards, and attorney gross proceeds. Royalties keep their $10 threshold.

No form does not mean the income is untaxed. Backup-withholding rules and the corporation and attorney exceptions
still apply. 2026 Forms 1099-NEC are due to recipients and the IRS by February 1, 2027, because January 31 is a
Sunday. Filers of 10 or more information returns must e-file.

FIRE retires November 19 —
IRIS takes over

Nov 19

The IRS is retiring the FIRE e-filing system. The last day
to change Transmitter Control Code (TCC) applications
is November 9, and the last filing through FIRE is
November 19, 2026 at 3:00 PM ET.

From January 1, 2027, IRIS is the only e-file system for
information returns. A direct IRIS filing needs its own
new TCC — a FIRE TCC does not carry over — and
processing can take up to about 45 days, so
applications should go in now.

Possible new Schedule 3-
A for refundable credits

PROPOSED

PROPOSED — NOT F INAL

Treasury and the IRS proposed rules that would treat
the refunded portion of the Earned Income Tax Credit
(EITC), the Child Tax Credit (including the Additional
Child Tax Credit), the American Opportunity Tax Credit,
and the Adoption Credit as federal public benefits. Filers
claiming the refundable portions may need to complete
a new Schedule 3-A affirming U.S. citizenship, U.S.
national, or qualified-alien status.

The comment period closed October 5, 2026, and the
rule must be finalized by December 31, 2026 to apply to
2026 returns. For 2026, the EITC investment-income
limit is $12,200 and the maximum adjusted gross
income is $70,244 for joint filers with three or more
qualifying children. The item should be flagged in intake
now so documentation is ready if the rule is finalized.

Planning signal
Contractor totals, TCC status, and credit documentation decide how smooth January filing will be.
A short review in November leaves time to correct records, submit an IRIS TCC application, and
gather status documents before year-end deadlines arrive.
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LLC, S Corporation, or Sole Proprietorship:
Which Structure Fits Your Business?
Your business structure affects how income is taxed, personal liability exposure, payroll responsibilities, paperwork, and future

growth. Here is a practical starting point for North Carolina business owners.

SOLE PROPRIETORSHIP LIMITED LIABILITY COMPANY (LLC) S CORPORATION (TAX ELECTION)

Taxes: Business profit typically reported on
Schedule C; net earnings generally subject
to self-employment tax.

Taxes: Single-member LLC defaults to
sole-proprietor tax treatment; multi-member
LLC generally defaults to partnership
treatment. Other elections possible.

Taxes: Generally pass-through federal
taxation; eligible corporations and LLCs may
elect S status and file Form 1120-S.

Liability: No separate legal shield; owner
generally personally responsible for
business obligations.

Liability: Generally separates personal and
business liabilities, subject to exceptions and
proper practices.

Liability: Depends on the underlying legal
entity (corporation or LLC), not the tax
election alone.

Payroll: Owner is not their own W-2
employee; hiring staff triggers employer
obligations.

Payroll: Depends on tax classification; a
default single-member LLC owner generally
is not their own W-2 employee.

Payroll: Working shareholder-employees
generally need reasonable W-2
compensation before non-wage distributions.

Administration: Usually simplest and least
expensive, but licenses and tax registrations
may still apply.

Administration: Formation, registered
agent, records, and NC annual reports for
most ordinary LLCs.

Administration: Added payroll, corporate
tax filings, bookkeeping, and eligibility
requirements.

What matters as your business grows?

Profit and owner compensation: An S election can change how owner compensation and distributions are taxed, but it does not
eliminate payroll taxes or guarantee savings. Risk and financing: Consider contracts, insurance, lenders, investors, and future
ownership changes. NC compliance: Most NC LLCs file an annual report by April 15, with a $200 paper fee or $203 online by credit card;
corporate and state tax obligations may also apply.

CPA TIP | Choose the structure that fits your risk, expected profit, payroll needs, and growth plan—not just the lowest advertised tax
rate. Review elections and state-specific requirements before making a change.

Planning a startup or considering a business-structure change? Contact Punita Ahuja CPA PLLC for guidance tailored to

your business.

www.punitaahujacpa.com | North Carolina

Educational information only; not individualized tax or legal advice. Sources: IRS business entity guidance and NC Secretary of State annual-report guidance
(reviewed Nov. 2026).
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