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PURPOSE 
 
The purpose of this policy is to outline how the City of Urbandale will handle creation of new 
vendors in the general ledger system, and the related documentation needed, and how the 
required forms will be monitored, updated and maintained for each vendor.  All procedures 
should be in compliance with applicable IRS guidelines. 
 
BACKGROUND 
 
The IRS requires the City to issue a Form 1099 reporting certain payments made to individuals 
and/or organizations other than corporations, governmental agencies, and tax-exempt 
organizations. Whether a payment is reportable on Form 1099 depends upon the payment 
amount, payment type and the supplier’s business entity type.  Reportable payments include, but 
are not limited to: independent contractor services, consultant services, professional services 
(e.g., accounting and legal services), medical services (e.g., lab tests, physician services, 
billing/collection), commissions to non-employees, rent, royalties, copyright payments, prizes 
and awards to non-employees, honoraria to non-employees, etc., as specified in IRS rules. 
 
The IRS allows for an exception to the requirement of producing a Form 1099 for most payments 
if the supplier’s business type is a corporation (as verified by Form W-9). This is called the 
“corporate exception.” However, the corporate exception never applies to suppliers that provide 
medical and legal services. Medical services include: Ambulatory services such as medical 
technician services, nursing services, physician treatment/care, therapy (all types), lab exams, 
consultations, billing and collections, but excludes prescriptions. 

POLICY 

The City is responsible for monitoring compliance with applicable IRS 1099 rules for all 
vendors.  Effective January 1, 2016, all new individuals or businesses wishing to become a 
vendor of the City, will be required to submit a completed IRS W-9 form and a Vendor 
Application Form prior to any payments being generated. These forms provide the City with 
verifiable tax identification numbers and addresses as required by the IRS. Without these forms, 
Accounts Payable will be unable to process the payment.   

The only exception to the above requirement is for reimbursements/refunds.  If the City is 
issuing payment for any type of customer refund or reimbursement, etc. no W-9 is needed. 

For existing vendors in the City’s payables system, the Finance Department worked through 
each vendor to obtain current information as payment requests come in, if a W-9 is not already 



 

 

on file.  Any vendors that have not been used in the prior three fiscal years will be inactivated in 
the system.  In order to reactivate, all vendor forms are required.  

All W-9 forms received are recorded using the date received in the New World System, scanned 
into the associated vendor profile and filed in vendor number order in a locked filing cabinet.  
Once a W-9 for a specific vendor has been received, there is no need to request a second one for 
services at a later date, unless the business changes name or restructures.  

Once the Account Payable department receives the W-9 they will use the IRS TIN matching 
service to verify the accuracy of the W-9 Name/TIN combination.  If no match is found using 
this process, the City will consider the Name/TIN combination to be incorrect.    

The APPENDIX to this policy includes flow charts of the procedures for handling a Name/TIN 
combination that is incorrect and form letters that will be used to notify vendors. If a TIN/Name 
combination is not accomplished by using the flow charts, a First B Notice will be sent the 
vendor for completion. 

If a TIN/Name combination is not found backup withholding and related reporting will begin 
until proper TIN information is provided. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

 
 
APPENDIX 

 
FLOWCHARTING for INCORRECT NAME/TINs 

 



 

 

 

 

 



 

 

 

 



 

 

The following sheet will be included with the First B Notice: 

 

 

 



 

 

 

 

 

 


