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1099 Filing Cheat Sheet for Business Owners

Who Gets a 1099—and Who Doesn’t?
What Is a 10997

A 1099 is an IRS information return used to report certain payments made by a business to
non-employees.

The most common form is Form 1099-NEC, used to report payments to independent
contractors.

Quick Decision Tree

Did your business make a payment?
!

Was it for business purposes?
e No~>No 1099 required.

¢ Yes > Continue.

!

Was the payment made to an individual, sole proprietor, partnership,
attorney, or LLC taxed as one of those entities?

e No ~> Usually no 1099 required.
e Yes > Continue.

!

Did you pay $2,000 or more during the year?

e No ~> Usually no 1099 required.
e Yes > Continue.
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Was the payment made by cash, check, ACH, direct deposit, or bank
transfer?

e Yes - Likelya 1099 isrequired.

¢ No, it was paid by credit card, debit card, PayPal, Stripe, Venmo Business, or
another third-party processor > Generally do NOT issue a 1099. The payment
processor reports it on Form 1099-K when required.

Common Situations That REQUIRE a 1099

Independent Contractors
Examples:

e Freelance bookkeepers

e Consultants

e Graphic designers

e Marketing agencies operating as sole proprietors
e Virtual assistants

e Handyman or Construction Contractors

Form: 1099-NEC

Threshold: $2,000+

Attorneys
Payments to attorneys often require a 1099 even if the law firm is incorporated.
Examples:

e |Legalfees
e Settlement-related payments

Form: Usually 1099-NEC or 1099-MISC depending on the payment type (i.e. - NEC for
service fees and MISC for settlements or similar)
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Rent Payments
Examples:

e Officerent
e Warehouse rent
e Equipmentrent (certain situations)

Form: 1099-MISC

Threshold: $2,000+

Prizes and Awards
Examples:

e Cash prize for winning a tournament or contest
e Promotional awards

Form: 1099-MISC

Threshold: $2,000+

Common Situations That DO NOT REQUIRE a 1099

Employee Wages
Employees receive:
e FormW-2

Not a 1099.
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Payments Made by Credit Card or Third-Party Payment Networks
Examples:

e Visa

e Mastercard

e American Express
e PayPal

e Stripe

e Square

e Venmo Business

These are generally reported by the payment processor on Form 1099-K.

Do not duplicate reporting by issuing a 1099.

Merchandise and Inventory Purchases
Examples:

e Office supplies
e Products forresale
e Inventory and supplies purchases

Generally no 1099 required.

Payments to Most Corporations
Most C corporations and S corporations do not receive 1099s.

Important Exception: Payments to attorneys may still require a 1099.
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Information You Should Collect Before Paying Vendors

Request a completed Form W-9 before issuing payment.
A W-9 provides:

e Legal business name

e Taxclassification

e Taxpayer Identification Number (TIN)
e Business address

Collecting a W-9 before issuing payment makes year-end filing much easier.

Important Deadlines

January 31

Provide Form 1099-NEC to contractors and file with the IRS.
January 31

Provide Form 1099-MISC recipients their copies (for most payments).
IRS Filing Deadlines

Deadlines may vary depending on the form and filing method, so always verify current IRS
requirements each year.

Penalties for Missing or Late 1099s

The IRS may assess penalties for:

e Filing late

e Filing incorrectinformation

e Failing to furnish recipient copies

e Intentional disregard of filing requirements
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Penalties increase the longer the filing is delayed.

Best Practices

v Collect a W-9 before issuing payment

v Track vendor payments throughout the year

v Separate contractor payments from employee payroll

v Begin reviewing vendors in November instead of waiting until January

v Keep copies of filed forms and supporting records

Resources

IRS Website: https://www.irs.gov/instructions/i1099mec

File and Send Form 1099: https://www.tax1099.com/ OR use Quickbooks Online

Disclaimer

This cheat sheet is for educational purposes only and should not be considered tax, legal,
or accounting advice for your situation. IRS rules can change, and special situations may
require additional reporting. Consult a qualified tax professional regarding your specific
circumstances.

The Book Smith Bookkeeping:

641-780-9137

https://thebooksmith.biz/
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