Filing 1099s during the 2024 tax year.
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1099 Decision Tree

Should | Issue My Vendor a 1099?

Was a payment made in the
course of your business?

ves / \ NO

Were the payments made
using a credit card, PayPal,
or another third-party
payment processor?

ves / \ NO

No 1099 Were total payments for the
year over $600 for services

ves / \ NO

Is the vendor a foreign entity No 1099
performing the services
outside the US, a tax exempt
organization, or a
government entity?

ves / \ NO

No 1099 What were the
payments for?

No 1099
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1099 Decision Tree

Should | Issue My Vendor a 10997

Attorney Rent or Services
Services / \ Settlements YES / \ NO
1099 Vendor Issue a Is the vendor a No 1099
Issue a 1099-MISC corporation or LLC
1099-NEC taxed as a C or
S corporation, per
their W-9?
YES / \ NO
No 1099 Is the payment for rent?
ves / \ NO
Are the payments being made 1099 Vendor
to a real estate agent or Issue a 1099-NEC

property manager on behalf of
the property owner?

YES / \ NO

No 1099 Issue a 1099-MISC

Disclaimer: This decision tree is provided for general informational purposes only and is not intended as legal or tax
advice. Please consult a tax professional or the official IRS guidelines to ensure compliance with your specific situation.
For detailed information and instructions, refer to the IRS Instructions for Forms 1099-MISC and 1099-NEC.
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https://www.irs.gov/pub/irs-pdf/i1099mec.pdf

FAQ's
What do | need to file?

Request a Form W-9. This will include their:
e |Legal name or business name if applicable
e Business entity (sole proprietor, partnership, corporation)
e Current address

e Taxpayer identification number (SSN, ITIN, or EIN)

It is the responsibility of the payer to file the Form 1099-NEC and the form will
provide you with all the information you need to fill out any 1099 form. If you work
with a payroll service (like Gusto) to pay your contractors, they will file and mail 1099
forms for each contractor. Make sure to check if your payroll service offers this

feature. Your input will just be their Form W-9 up front.

What do | need to submit?

What are the penalties for missing the filing deadline for forms 1099-MISC and NEC?
If you missed the deadline, you will pay a penalty depending on how late the
payment is. These penalties are:

e $60 if you file within 30 days

e $130 if you file more than 30 days late, but before August 1

» $330if you file on or after August 1

» $660 knowingly and willfully failing to file

The amount will be determined based on when you file the correct information
return. If you are unable to file on time, you can request an extension by submitting
Form 8809 to the IRS. However, you will still need to supply the 1099-NEC forms to

any contractors by January 31.
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FAQ's
When are 1099s Due?

Most 1099 forms are due to the recipient by January 31. If you're mailing a paper
form to the IRS, you typically have to send the 1099 by February 28 (postmarked by
that date).

Do 1099 forms need to be filed electronically?

You can e-File both forms with the IRS. However, keep in mind that e-Filing deadlines
may vary. File and send copies of Form 1099-NEC to workers by January 31. For Form
1099-MISC, send the recipient their copy by January 31, and file the paper form with
the IRS by February 28 (or February 29 in a leap year) or e-File by March 31.

Is 2a1099 the same as a W-2?

A W-2 is a separate form from a 1099, the primary difference being that the W-2 is
issued to employees on the company payroll, whereas a 1099 is given to
independent contractors and other non-payroll workers. Do not file a 1099-NEC for

employees.

| received a 1099-NEC. What do | do with it?

If you received this form, follow these steps:
e Check the accuracy of the form’s details, such as your name, SSN, and income.
Contact the payer if there are errors.
¢ Include the income on your tax return, such as on Schedule C or E, depending on
your business type.
e Save your 1099-NEC forms for at least three years for federal taxes and as

required for state taxes.
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Want more clarity in your
business finances?

We are truly passionate about bookkeeping and numbers, and I'm
committed to going above and beyond to give you the clarity and
insights needed to fuel your business growth and impact.

We offer tailored bookkeeping packages designed to meet your unique

needs. As certified QuickBooks ProAdvisors, we also provide expert

training and consulting to help you succeed with confidence.

SCHEDULE A CALL VISIT OUR WEBSITE




