Policy & Preparation: Self-Employed Taxpayer Received

1099-MISC and Not 1099-NEC
[2020+ Returns Only]

In 2020, the IRS introduced Form 1099-NEC, Nonemployee Compensation as the new way to
report self-employment income in place of Form 1099-MISC, Miscellaneous Income.
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If a self-employed taxpayer comes to the Tax Help Program for return preparation and has been
given Form 1099-MISC (with entries in Box 3 for Other Income) instead of Form 1099-NEC, the
Tax Help Program can assist the taxpayer.

How to Assist the Taxpayer
Follow these steps:

1. Confirm that the income included on Form 1099-MISC is actually self-employment and
not another form of compensation.

2. Instruct the taxpayer to contact the employer to have a corrected Form 1099-NEC
issued.

3. If the taxpayer is unable to obtain a corrected Form 1099-NEC, the Tax Help Program will
prepare the tax return and treat the income as if it were reported on Form 1099-NEC.

The Form 1099-MISC will not be entered in the tax return.
A Schedule C will be created reporting the compensation erroneously listed on
Form 1099-MISC as cash income.

c. Self-employment expenses listed by the taxpayer can be reported on the
Schedule C.

d. The return can be e-filed.

Important: The taxpayer should be aware of the error in reporting by the payer, understand
how we have prepared the return, and be informed of the chance that the IRS may ask for more
information at a later date.
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