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Overview




Form 1 099-K, Payment Card and Third-Party Network Transactions

« Reports payments and transactions from online platforms, apps or payment
card processors

« Personal transactions such as sending money to family and friends, not in
exchange for goods or services, should not be reported on Form 1099-K

NAIP
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Form 1099-K

Who, what, why, when and how

 American Rescue Plan of 2021/IRS
* New, reduced 1099-K reporting threshold
« In 2023, >%1 trillion projected to transact via person-to-person (P2P) apps

« Reduced reporting threshold delayed until 2023 tax year (2024 filing season)

 IRS and real-world scenarios explained

NAIP
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What Is Impacted?

Third-party network transactions

Gig Platform Person-to-person
economy players marketplaces (P2P) apps
@ ® ®
Uber Facebook Marketplace PayPal
Lyft Amazon Venmo
DoorDash eBay Cash App
Etc. Etc. Etc

NATP



A U
What Is NOT Impacted By the Lower Threshold?

Payment card transactions

Credit & debit card
transactions

® ® o
Visa They are already
required to report
Mastercard all amounts and
Amex transactions
Discover

NAIP



4 A N A
P2P Apps Have Seen Unprecedented Growth

e 64% of Americans use P2P

81% of 18 — 29-year-olds use P2P

« |tis projected that Zelle*, Venmo and Cash App will have 225 million users
by 2025

Consumer Reports, Jan. 24, 2023

NAIP
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What Do We Tax Professionals Have To Do?

Communicate the law

Educate and train our clients

Verity if the 1099-K is correct

Report correctly on the tax return
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Know the Law




The Law — Report Your Income

 There are no changes to what counts as income or how the tax is calculated

* You must report all your income on your tax return, unless it's excluded
by law

Personal Hobby Business Investment

NAIP
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Know the Law — 1099s

1099-K
Used to report payment card and third-party network transactions

1099-MISC
Used to report nonemployee earnings from income streams like
royalties, rent and prize winnings

1099-NEC
Reinstated in 2020 to report payments made to
Independent contractors




. AN Sy
Form 1099-K

Used to report all payment card transactions

@ ® ®
Debit cards Credit cards Stored-value cards

NAIP



Form 1099-K, cont.

Used to report third-party payment network transactions
above the minimum reporting thresholds

2022 2023
@ O,
Gross payments that Gross payments for
exceed $20,000, AND goods and services that
More than 200 exceed $600, AND
transactions Any number of
transactions

NAIP
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Roadmap




A  UGhhky
If Your Client Gets a 1099-K, Ask Questions

Personal?
Hobby?
Business?
Investment?
Transfer?

Shared account? Documentation?

NAIP
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Fees Paid to Sell Personal ltems Online

* 1099-K reports gross amounts of payment transactions

* Not adjusted for
Fees
Refunds
Chargebacks

Other costs

Adjust your gain or loss on personal items w
by your selling expenses. N/\TP



. A Sy
Train Your Clients

Document, document and document

Documents must support personal, hobby, business or investment transactions.

NAIP
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Form 1099-K Scenarios



Received Form 1099-K in Error

If:
 1099-K not yours or duplicate

 Payee TIN incorrect
e (Gross amount incorrect
« # of transactions incorrect

 Merchant category code
(MCC) does not correctly
describe your business

Recourse:

Contact payment settlement
entity (PSE)

Name and number should be in
lower-left of form

Contact filer
Number shown in upper-left corner
of form

Retain all correspondence

NAIP



NAIP
Received Form 1099-K in Error

No recourse...

SCHEDULE 1 OME Mo. 15450074
(Form 1040) Additional Income and Adjustments to Income : Reimbursed a
Department of the Treasu Attach to Form 1040, 1040-5R, or 1040-NR. 2{@22
Department of the Treasury Go to www.irs.gov/Form1040 for instructions and the latest information. e, 01 friend $ 800 for
Mame(s) shown on Form 1040, 1040-5R, or 1040-MR Your social security number .
a concert ticket
4l Additional Income
he bought
P
< z Other income. List type and amount: 1099-K Received in Error L ‘
8z
9 Total other income. Add lines 8a through 8z . . . 9
10 Combine lines 1 through 7 and 9. Enter here and on Form 1040 1040- SH or 1040- NFt line 8 10
For Paperwork Reduction Act Notice, see your tax return instructions. Cat. No. T1479F Schedule 1 (Form 1040) 2022

Schedule 1 (Form 1040) 2022 Page 2

-1ad |l Adjustments to Income

@r adjustments. List type and amount: L ‘ !
1099-K Received in Error 800

25 Total other adjustments. Add lines 24a through 24z . . . | 25
26 Add lines 11 through 23 and 25. These are your adjushnenm tu income. Enter here and on
Form 1040 or 1040-SR, line 10, or Form 1040-NR, line10a_ . . . . . . . . . . . . |26

Schedule 1 (Form 1040) 2022



Personal




Personal Iltems Sold at a Loss
Form 1040, Sch. 1

You receive $600 for selling your couch online.

Cost of couch was $1,000.

Two ways to report:

NAIP



NAI'P
Personal ltems Sold at a Loss

Form 1040, Sch. 1

{icnrf ?;u"}E 1 Additional Income and Adjustments to Income 0'%“6;5;”
Depertment of the Treasury Attach to Form 1040, 1040-SR, or 1040-NR. Pioeton

itesmal Revenue Servics Go to www.irs.gov/Form 1040 for instructions and the latest information. Sequence Mo, 01
Mame(s) shown on Form 1040, 1040-5SR, or 1040-MNR Your social security number

~=adl Additional Income

e
< z Other income. List type and amount: __ L ‘
9 Total other income. Add lines 8a through 8z . . . 9
10 Combine lines 1 through 7 and 9. Enter here and on Fn-rrn 1[}4{1 1{]4{! SFt or 1:'_140 NH Ilne S 10
For Paperwork Reduction Act Notice, see your tax return instructions. Cat. Mo. T1479F Schedule 1 (Form 1040) 2022

Schedule 1 (Form 1040) 2022 Page 2

a4 |l Adjustments to Income

/ . . \
.z Other adjustments. List type and amount: L ‘
25 Total other adjustments. Add lines 24a through 24z . . . . | 25
26 Add lines 11 through 23 and 25. These are your adjustments tn income. Enter here anl:l on
Form 1040 or 1040-SR, line 10, or Form 1040-NR. line 102 . . . . . . . . . . . . |26

Schedule 1 (Form 1040) 2022




NAI'P
Personal Iltem Sold at a Loss

Form 8949 and Sch. D

« Okay to file here if there are other items to file on 8949 or Sch. D

OMB Mao. 1545-0074
Form 8949 Sales and Other Dispositions of Capital Assets
errment of the T Go to www.irs.gov/Form8249 for instructions and the latest information. 2 @22
e sV | " Fila with your Schedule D to list your transactions for lines 1b, 2, 3, 8b, 9, and 10 of Schedule D. Atachment  12A
Adjustment, if any, to gain or loss
1 i) If you erter an amaount in colurnn ig), i)
{al b) fc) {d) Cost or other basis enter a code in column (. Gain or (loss)
Descrintion of Date acquirad Date sold or Proceeds Ses the Note below| See the separate instructions. | ,béract column ie)
I p_tmn gh_l m|r::5r a;'q disposad of (sales price) and sea Colemn &) from column (d) and
(Exampla: o) Mo, day. yr) iMo., day, yr) | (see instructions) | in the separate (f) {a) combine the result
instructions.  |Code(s) from Amount of with column {g).
imsiructions adjustment

Couch 10/01/20 |02/1422 | $600 | $1000 L | $400 $0




Personal Item Sold at a Gain
Form 8949 and Sch. D

NATP

Sold couch for $1,200.

« Okay to file here if there are other items to file on 8949 or Sch. D

-.8949 Sales and Other Dispositions of Capital Assets oM o ST
e T Go to www.irs.gov/Form8348 for instructions and the latest information. 2 @22
Department of he T285 | File with your Schedule D to list your transactions for lines 1b, 2, 3, 8b, 9, and 10 of Schedule D. Aachmet  12A
Adjustment, if any, to gain or loss
1 ie) If you ermter an amount in colurmn (). i)
- ") ic) (d) Cost or other basis enter a code in column (f. Gain or (loss)
Descriction of Diate acquired | D8 soid or Proceeds See the Note below| See the separate instructions. | 5, piract column (g)
EEETF'T;D mwﬁ? a';’q digposad of (zales prica) and see Colwmn (&) from column (d) and
(Example: o) Ma., day, yr) (M., day, yr.) | (ses instructions) in the separate {f) [[+]] combing the result
instructions.  |Code(s) from Amount of with column ig).
instructions adjusiment

Couch 10/01/20 [02/14i22 | $1200 | $1000

$200




If No Receipt for Personal Items You Sold

« If records lost, destroyed or not available due to circumstances beyond your
control, and you are audited

Examiners may allow you to present reconstructed records, or

Examiners may accept oral testimony

NAIP



Mix of Personal ltems Sold
Some at a gain and others at a loss

* Your gains and losses are to be reported separately
and

« (Gains on the sale of personal assets cannot be offset by losses from the
sale of personal assets

NAIP



NATP
Mix of Personal ltems Sold — Example

« Sold two sets of four tickets (bought for personal use) to two separate
sporting events for $1,000

 Sold one set for $800
 Sold the other set for $200

« Purchased each set for $250 ($500 total)

 Purchased two months prior to selling them




NAIP
Sold One Set of Tickets for $800

OMB Mo, 1545-0074
.. 8949 Sales and Other Dispositions of Capital Assets
ithe T Go to www.irs.gov/Form8349 for instructions and the latest information. 2 @22
pepanment of the 72455 | File with your Schedule D to list your transactions for lines 1b, 2, 3, 8b, 9, and 10 of Schedule D. At 12A
Mame(s) shown on retum Social security number or taxpayer identification number

Before you check Box A, B, or C below, see whether you received any Formi(s) 1099-B or substitute statementys) from your broker. A substitute
staternent will have the same information as Form 1099-B. Either will show whether your basis (usually your cost) was reported fo the IRS by your
broker and may even tell you which box to check.
Short-Term. Transactions involving capital assets you held 1 year or less are generally short-term (see
instructions). For long-term transactions, see page 2.
MNote: You may aggregate all short-term transactions reported on Formi(s) 1089-B showing basis was
reported to the IRS and for which no adjustments or codes are required. Enter the totals directly on
Schedule D, line 1a; you aren't required to report these transactions on Form 8949 (see instructions).
You must check Box A, B, or C below. Check only one box. If more than one box applies for your short-term transactions,
complete a separate Form 8949, page 1, for each applicable box. If you have more short-term transactions than will fit on this page
for one or more of the boxes, complete as many forms with the same box checked as you need.
["] {A) Short-term transactions reported on Form(s) 1099-B showing basis was reported to the IRS (see Note above)
|1 {B) Short-term transactions reported on Formi(s) 1099-B showing basis wasn't reporied to the IRS
[¥] (€} Short-term transactions not reported to you on Form 1099-B

Adjustment, if any, to gain or loss

1 e} If you enter an amaount in column (gl )
@ ®) i) {d) Ciast or other basis anter a code in column (f). Gain or (oss)
Description of ety Date acquired Date sold or Procesds Sea the Mote below|  See the separate instructions. | o ibtract column fg)
e 100 gh_p MGFE Col Mo, d ) disposad of (s:a_]es pn-:_e:l En_d see Column (&) from cplurm (d) and
{Example: i - 8y, ¥ (Mo, day, yr.) | ({see instructions) in the separate i) (1] combine the result
instructions.  |Code(s) from Amount of with column {g).
instructions adjustment

Tickets 3/15/22|5/15/22] 800 250 550




NAIP
Sold Set Two for $200

{E:':c;f Eﬂu"}E ! Additional Income and Adjustments to Income 0551;;”
Department of the Treasury Attach to Form 1040, 1040-5R, or 1040-NR.

Intemnal Revenue Servics Go 1o www.irs.gov/Farm 1040 for instructions and the latest information. Seqﬁl'ﬂﬂ*ua'nf;“m_ o1
Mame{s) shown on Form 1040, 1040-5R, or 1040-NR

Your social security number

~-Ts 40 Additional Income

>

Cat. No. T1479F Schedule 1 (Form 1040) 2022

10 Gnmblne lines 11 roug : Fe-ge=0g
For Paperwork Reduction Act Notice, see your tax return instructions.

Schedule 1 [Form 1040) 2022

Part |M Adjustments to Income
OR

Pagez

Other adjustments. List type and amount:

Total other adju

Add lines 11 through 23 and 25. These are your adjushnenh tn income. Enter here and on
Form 1040 or 1040-5R, line 10, or Form 1040-NR, line 10a

25
26
Schedul
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Sold One Set of Tickets for $800 & One Set for $200

OMB Mo, 1545-0074
.. 8949 Sales and Other Dispositions of Capital Assets
ithe T Go to www.irs.gov/Form8349 for instructions and the latest information. 2 @22
pepanment of the 72455 | File with your Schedule D to list your transactions for lines 1b, 2, 3, 8b, 9, and 10 of Schedule D. At 12A
Mame(s) shown on retum Social security number or taxpayer identification number

Before you check Box A, B, or C below, see whether you received any Formi(s) 1099-B or substitute statementys) from your broker. A substitute
staternent will have the same information as Form 1099-B. Either will show whether your basis (usually your cost) was reporfed to the IRS by your
broker and may even tell you which box to check.
Short-Term. Transactions involving capital assets you held 1 year or less are generally short-term (see
instructions). For long-term transactions, see page 2.
MNote: You may aggregate all short-term transactions reported on Formi(s) 1089-B showing basis was
reported to the IRS and for which no adjustments or codes are required. Enter the totals directly on
Schedule D, line 1a; you aren't required to report these transactions on Form 8949 (see instructions).
You must check Box A, B, or C below. Check only one box. If more than one box applies for your short-term transactions,
complete a separate Form 8949, page 1, for each applicable box. If you have more short-term transactions than will fit on this page
for one or more of the boxes, complete as many forms with the same box checked as you need.
["] {A) Short-term transactions reported on Form(s) 1099-B showing basis was reported to the IRS (see Note above)
|1 {B) Short-term transactions reported on Formi(s) 1099-B showing basis wasn't reporied to the IRS
X (€) Short-term transactions not reported to you on Form 1099-B

Adjustment, if any, to gain or loss

1 e} If you enter an amaount in column (gl )
@ ®) i) {d) Ciast or other basis anter a code in column (f). Gain or (oss)
Description of ety Date acquired Date sold or Procesds Sea the Mote below|  See the separate instructions. | o ibtract column fg)
e 100 gh_p MGFE Col Mo, d ) disposad of (s:a_]es pn-:_e:l En_d see Column (&) from -:plurm (d) and
{Example: i - 8y, ¥ (Mo, day, yr.) | ({see instructions) in the separate i) (1] combine the result
instructions.  |Code(s) from Amount of with column {g).
instructions adjustment

Tickets 3/15/22|5/15/22| 800 250 550
Tickets [3115/22{5115122] 200 250 L 50 0
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A Ul
Hobby Rules

« Activity does not raise to the level of a trade or business

* You only get COGS and no business expenses

 Report on Schedule 1, Additional Income and Adjustments to Income

NAIP



Business




NAIP
Schedule C — Trade or Business

SCHEDULE C Profit or Loss From Business OMS No. 1545 0074
(Form 1040) (Sole Proprietorship) 2022
Depertment of the Treesury Go to www.irs.gov/ScheduwleC for instructions and the latest information. ot

Internal Revenus Service Attach to Form 1040, 1040-5R, 1040-NR, or 1041; partnerships must generally file Form 1065. Saquence No. 09
Mame of propriator Social security number [SSN)

A Principal business or profession, including product or service (sae instructions) B Enter code from instructions I
c Business name. If no separata business name, leave blank. Tﬁmlnrm IB number (EIN] (s2e insir|
E Business address (including suite or room no.)

City, town oF post office, state, and ZIP code
F Accounting method: (1) | |Cash () [ Jaccrual  (3) [ ]Other (spacify)




Reconciling Information Reporting

Information reporting Method of payment
«  1099-K « Check
1099-NEC « Credit card
« 1099-MISC  Venmo

- ACH

NAIP



Investment




NAIP
Schedule D

SCHEDULE D OME No. 1545-0074
{Form 1040) Capital Gains and Losses °

Attach to Form 1040, 1040-SR, or 1040-NR. 2022
Department of the Treasury Go to www.irs.gov/ScheduleD for instructions and the latest information. Attachment
Internal Revenue Service Use Form 8949 to list your transactions for lines 1b, 2, 3, 8b, 9, and 10. Sequence No. 12
Nameis) shown on return Your social security number

Did you dispose of any investment(s) in a qualified opportunity fund during thetaxyear? | |Yes | |No
If “Yes,” attach Form 8949 and see its instructions for additional requirements for reporting your gain or loss.

Short-Term Capital Gains and Losses—Generally Assets Held One Year or Less (see instructions)




Other Issues




Other Issues

« Sharing your credit card terminal with another person or business

 Bought or sold your business during the year

NAIP

Cont .



Other Issues, cont.

« Change your business entity structure during the year

« Business use: multi-sources of income

NAIP
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Take-A-Ways

 Due diligence
 What questions to ask your clients
* Ignoring 1099-K = IRS notice

 Your roadmap

NAIP
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Contact Information

Larry L Gray, CPA, CGMA
219 W. State Route 72
Rolla, MO 65401
573-364-1700

larry@agccpa.com
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THANK YQOU!




Just for IRS Tax
Forum attendees

S A\/E on NATP
s 5 o Professional level
membership

Visit the NATP booth in the expo hall
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