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Department of the Treasury Internal Revenue Service
Income Reporting Verification Notice
Why you are receiving this letter
We reviewed your tax return and compared your reported gross receipts to the payments reported to us on 
Forms 1099-K, Payment Card and Third Party Network Transactions. This comparison showed an unusually high portion of gross receipts from card payments and other Form 1099-K reportable transactions. As a result, your gross receipts may be underreported.
% of gross receipts from card payments and other
Form 1099-K reportable transactions. Applying these percentages to the amount reported on your
. Comparing this
, which is
potentially underreported. This amount may be attributable to unreported non-card sources, including cash and checks.
The following information is used in the calculation above:
While there may be reasons the portion of gross receipts from card payments for your business is higher than that of most similar businesses, it is important to review your records to confirm that your gross receipts are fully reported.
What you need to do
Review the Form 1099-K information below for accuracy. You can download your Forms 1099-K from our website at www.irs.gov by entering key words, "Get transcript."
Note: If more than five Forms 1099-K were filed, then line 5 shows the combined amounts of the remaining Forms 1099-K not listed in the table below:
Filer’s name
Gross Amount from 
Form 1099-K 
(Box 1)
Reported 20xx Gross Amount of Payment Card and Third Party Network Transactions (Box 1)
Merchant Category Code (MCC) and industry
(Box 2)
Number of payment transactions
(Box 3)
Reported 20      Number of purchase transactions (if included) (Box 3)
If you find errors in the table above, please identify the error and provide an explanation or the correct information. If you received a Form 1099-K from any filer not listed in the table, document the filer's name, reported Merchant Category Code (MCC), industry, reported gross amount, and number of payment transactions attributable to the given filer on a separate sheet. 
Note: You must contact your merchant acquirer to correct your MCC and to ensure the merchant acquirer reports the correct MCC on future Forms 1099-K. 
Review all information used in preparing your tax return to make sure you are fully reporting receipts from all sources, including non-card sources such as cash and checks, in addition to the payments reported to us on Form 1099-K. When you respond, consider the following items to determine why your card receipts to gross receipts ratios may appear higher than that of other businesses of your type. 
•  Sales from all sources, including goods and services, are properly accounted for in gross receipts 
•  Sales from all payment types, including card payments, cash, checks, and other non-card amounts, are properly accounted for in gross receipts 
•  Whether or not you shared your card terminal with any other persons or businesses during the tax
   period in question, and if so, whether you properly filed a Form 1099
•  Whether or not sales tax or merchant acquirer fees were included in gross receipts, and if the
   appropriate deduction was applied
•  Any situations particular to your business that may explain why the portion of gross receipts from 
   non-card payments, such as cash and checks, is unusually low
Based on your review, your response should include one of the following:
to report additional gross receipts or make other corrections.
• If you filed your income tax return correctly, provide a written response explaining why the amount of your gross receipts from non-card payments, including cash and checks, appears unusually low.
Respond within 30 days from the date of this letter and include a copy of this letter with your response. We are enclosing an envelope for your convenience. Failure to furnish a complete, accurate response may result in further compliance action.
Provide your telephone number and the hours we can reach you. If the contact person is not the taxpayer or an officer of the business, provide a valid Form 2848, Power of Attorney and Declaration of Representative, if not previously submitted.
What happens next
We'll review the information you provide and contact you to:
•  Inform you that no further action is required, 
•  Request additional information or clarification, 
•  Propose an adjustment to your tax amount due, or 
•  Refer your case for further compliance action.
For additional information regarding Form 1099-K, you can refer to the information available on 
www.irs.gov by searching key words, "Third Party Reporting Information Center." We are enclosing Publication 1, Your Rights as a Taxpayer, and Publication 3498-B, The Examination Process (Examinations 
by Mail). Although this letter doesn't constitute an examination, the publication contains additional information regarding your rights when corresponding with us regarding this letter. 
If you have questions or need additional assistance, you can call us at the number listed above.
Sincerely,
Enclosures:
Copy of this letter
Return envelope
Publication 1
Publication 3498-B
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