
Lesson 3: When is Form 1099 Reporting Not Required?

Hello and welcome back to our continuing lesson on Form 1099 reporting.  In our last lesson,

we walked through who is a U.S. and non-U.S. payor and who is a U.S. exempt and nonexempt

recipient.  In this lesson, we will take a look at when Form 1099 is not required.

So, who is not required to file a Form 1099?  One is a person who is not engaged in a trade or

business.  What does this mean?  It means if an individual or human hires a contractor to install

a lightbulb one time in their home – and assume it is an expensive service that costs $600, then

the human will not have to issue a Form 1099 to the contractor, because he or she is not

involved in a trade or business for these purposes.  A construction contractor; however, that

may be in the business of installing lightbulbs, that hires a nonemployee contractor to install

that $600 lightbulb as part of its business may be on the hook for reporting on Form 1099.

Now, where folks are engaged in a trade or business, they may not have to report on Form

1099.  Where does this happen?  One is when the payment was made to another business that

is incorporated, but was not for medical or legal services, or an exempt recipient for specific

payments. Another is when the sum of all the payments made to any person or unincorporated

business is less than $600 in one tax year – in other words, it does not trip the Form 1099-MISC

or NEC, if applicable, reporting threshold.  For other payment types the threshold to report may

be different.  For example, for royalty payments on Form 1099-MISC or for interest and dividend

payments, the threshold is not $600 but is $10.

And those are pretty much the instances where a person may not be required to issue a Form

1099.  We will learn more of the nuances of these requirements in our modules on chapter 61.

For now, we wanted to highlight who really can be a U.S. payor. In our next lesson, we will talk

through the most common Forms 1099 and their deadlines.  See you then!


