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COSTS EVERYONE CAN DEDUCT 

 
 

A. Harvest Costs (For Sales of Logs) 
 

1. Harvest costs are the costs to build temporary roads (skid roads), fall the timber, move the 
timber to the landing, process the fallen timber into logs of marketable length, load the logs 
onto log trucks, and haul the logs to the buyer (usually the mill, but also could be a sort 
yard).  Harvest costs are only incurred when the taxpayer sells logs.  If the taxpayer sells 
standing timber, the harvest costs are borne by the buyer of the timber. 
 

2. Harvest costs also include harvest taxes due on the sale of logs such as the Oregon Forest 
Products Harvest Tax and the Oregon Small Tract Forestland Severance Tax.  If the 
taxpayer sells standing timber, these taxes are borne by the buyer of the timber. 
 

3. If you are classified as personal-use or an investor and have not elected Section 631(a), 
these costs are netted against gross mill receipts and reported as other income on Form 
1040.  If you are a trade or business, or have elected to be taxed under the provisions of 
Section 631(a), then these costs are reported as cost of goods sold on Schedule C/F for 
individual taxpayers, or the relevant Cost of Goods Sold schedule on the entity tax return. 
 

4. If you are classified as personal-use, you cannot report a loss on the sale of logs. 
 

B. Sale Expenses (For Sales of Logs or Standing Timber) 
 

1. Sale expenses are the costs necessary to market and sell the standing timber or logs.  These 
costs include timber cruising to establish the volume and quality of the timber to be sold (as 
opposed to conducting a cruise for timber management purposes which would not be 
considered as a sales expense), survey costs to determine the sale boundaries, marking the 
timber to be sold, scaling logs, consultant fees to market the timber and account for the 
sales proceeds, and travel expenses to monitor the sale. 
 

2. If you are classified as personal-use or an investor and have not elected Section 631(a), 
these costs related to the sale of logs are netted against gross mill receipts and reported as 
other income on Form 1040.  If you are a trade or business, or have elected to be taxed 
under the provisions of Section 631(a), then these costs related to the sale of logs are 
reported as cost of goods sold on Schedule C/F for individual taxpayers, or the relevant 
Cost of Goods Sold schedule on the entity tax return. 

 
3. If you are selling standing timber, the sales costs related to the sale of standing timber are 

added to the depletion deduction to determine the cost basis of the timber sold on either 
Schedule D (personal-use and investors) or Form 4797 (trade or business). 
 

4. If you are classified as personal-use, you cannot report a loss on the sale of logs or timber. 
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COSTS DEDUCTIBLE BASED ON TAXPAYER CLASSIFICATION 

 
 
 

C. Carrying Costs 
 

1. Property Taxes 
 

a. If personal-use, property taxes are deducted on Schedule A subject to the $10,000 
State and Local Tax (SALT) limitation in the 2017 Tax Cuts and Jobs Act (TCJA). 
 

b. If an investor, property taxes are either deducted on Schedule A subject to the SALT 
limit, or the taxpayer can elect on an annual basis to add property taxes to the cost 
basis in the real property (not the timber since the timber is not subject to property 
tax). This annual election, made under IRC 266 and Reg 1.266-1(c)(2)(i), is only 
available for unimproved property in years where there is no income generated by 
the property.  The election is made by attaching a statement to the tax return for the 
taxable year in which the election is to be effective.  The election must be made no 
later than the due date, including extensions, of the taxpayer’s return for such year. 

 
c. If a trade or business, property taxes are deducted on the Schedule C/F or the 

relevant schedule on the entity business return. 
 
2. Mortgage Interest 

 
a. If personal-use (i.e. personal residence or second home) property, mortgage interest 

is deducted on Schedule A, subject to the limitations in the 2017 TCJA.  For tax 
years 2018-2025, taxpayers may not deduct home mortgage interest on any home 
equity loans unless the proceeds were used to improve the home.  The maximum 
amount which may be treated as acquisition debt (and have interest deducted) for 
new loans is $750,000 (reduced from $1 million).  This limit also applies to 
refinancing old mortgage debt. 
 

b. If an investor, mortgage interest is deducted on Schedule A, subject to the 
investment interest limitations.  Investment interest is interest paid on a loan where 
the proceeds were used to purchase property you hold for investment.  The amount 
of interest that is deductible is limited to your investment income minus investment 
expenses (other than interest).   

 
i. Investment income can include (but is not limited to) interest and dividend 

payments, capital gains (if elected) and rental income.  
 

ii. Investment expenses can include accounting fees, legal fees, fees for 
investment advice and safe deposit boxes.   

 
iii. Taxpayers can elect to include qualified dividends and net capital gains in 

the calculation of net investment income for the year.  This election, made 



 
 Page 5 

on Form 4952, causes the elected dividends and capital gains to be taxed at 
ordinary income rates, rather than capital gains rates. 

 
iv. If you take a mortgage on your personal residence to purchase investment 

property, the portion of the loan used to purchase the investment property is 
“traced” to the investment property and that portion is treated as investment 
interest rather than mortgage interest for purposes of computing the interest 
deduction. 

 
v. Investors can elect, on an annual basis, to add investment interest to the cost 

basis of the real property and/or timber based on their relative values at the 
time the money was borrowed.  This annual election is made under IRC 266 
and Reg 1.266-1(c)(2)(i).  It is not otherwise limited.  The election is made 
by attaching a statement to the tax return for the taxable year in which the 
election is to be effective.  The election must be made no later than the due 
date, including extensions, of the taxpayer’s return for such year. 
 

c. If a trade or business, the interest is deducted on Schedule C/F or the relevant 
schedule on the entity return.  The 2017 TCJA, amended by the Coronavirus Aid, 
Relief, and Economic Security (CARES) Act limits business interest expenses to the 
sum of: 
 

i. The taxpayer’s business income; 
 

ii. 30% (or 50% for 2019 and 2020) of the taxpayer’s adjusted taxable income 
(ATI); and 

 
iii. The taxpayer’s floor plan financing interest expense. 

 
iv. Taxpayers can elect to use their 2019 ATI in computing the 2020 limit. 

 
v. This limit does not apply to certain small businesses whose gross receipts are 

$26 million or less, electing real property businesses, electing farming 
businesses, and certain regulated public utilities.  The $26 million threshold 
is indexed for inflation. 

 
3. Property Insurance (fire/theft/liability) and routine property maintenance costs (road 

repairs, cleaning ditches, etc.)  
 

a. If personal-use, these costs are non-deductible. 
 

b. If an investor, these costs would be deductible as a miscellaneous itemized 
deduction subject to the 2% floor on Schedule A.  The 2017 TCJA eliminated these 
deductions for tax years 2018-2025.  Investors can elect, on an annual basis, to add 
these costs to the cost basis of the real property and/or timber based on the nature of 
the cost.  This annual election, made under IRC 266 and Reg 1.266-1(c)(2)(i), is 
only available for unimproved property in years where there is no income generated 
by the property.  The election is made by attaching a statement to the tax return for 
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the taxable year in which the election is to be effective.  The election must be made 
no later than the due date, including extensions, of the taxpayer’s return for such 
year. 

 
c. If a trade or business, these costs are deducted on the appropriate lines on Schedule 

C/F or relevant schedules of the entity tax return. 
 

D. Development Costs 
 

1. Development costs are costs related to the development or improvement of the property.  
These include such things as pre-commercial thinning (PCT), timber stand improvements 
(TSI) and fertilization, but not costs that are required to be capitalized such as reforestation, 
fencing, road construction, etc.  They could also include non-capital stand management 
costs such as the development of a management plan. 
 

2. If personal-use, these costs are added to the basis in the real property and/or timber 
depending on what is being improved/developed by the cost. 

 
3. If an investor, these costs would be deductible as a miscellaneous itemized deduction 

subject to the 2% floor on Schedule A.  The 2017 TCJA eliminated these deductions for tax 
years 2018-2025.  Investors can elect, on a permanent basis, to add these costs to the cost 
basis of the real property and/or timber based on the nature of the cost.  This permanent 
election is made under IRC 266 and Reg 1.266-1(c)(2)(ii).  The election is made by 
attaching a statement to the tax return for the first taxable year in which the permanent 
election is to be effective.  The election must be made no later than the due date, including 
extensions, of the taxpayer’s return for such year. 

 
4. If a trade or business, these costs are deducted on the appropriate lines on Schedule C/F or 

relevant schedules of the entity tax return. 
 

E. Costs Related to Residences on Property 
 

1. Many timber properties include one or more residences.  These may be used as a principal 
residence, a vacation home, employee housing, and/or rental housing.  What can be 
deducted depends on both the use of the residence and the classification of the taxpayer. 
 

2. If the residence is used as a personal residence, the only expenses that are deductible are 
property taxes and mortgage interest, subject to the limitations for individuals, no matter the 
classification of the taxpayer.  If such residence is owned by an entity (partnership or S-
corporation) the expenses are non-deductible, but can be passed out to the individual 
owners as separately stated items on Form K-1 so they may deduct them personally.  
Capital improvements may be capitalized, but no depreciation may be taken. 

 
3. If the housing is provided to employees, it is deductible to the employer as a business 

expense.  Employee housing may be non-taxable to employees if all three of the following 
conditions are met: 

 
a. The housing is provided on the property owned by the business or employer; 
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b. The housing is provided for the convenience of the employer.  The employer must 
have a “substantial business reason” for this, such as remote work location; and 
 

c. The employee must accept housing as a condition of employment.  A condition of 
employment is an arrangement at the beginning of employment by both the 
employer and employee. 

 
Some examples of housing that meets the criteria and are not taxable to the employee 
include: 
 

- Fishing employees who live on a boat provided by the company 
- Construction employees who work at a remote location that has no other housing 

available 
- A live-in nanny who must care for children at all hours 

 
Giving an employee a place to stay or offering a housing allowance because they have a 
long commute does not meet the definition of a condition of employment.  The condition of 
employment requirement means the employee can’t perform the job without staying on 
your property. 
 
If the employee’s housing benefit is taxable, it must be included in the employee’s income 
for tax reporting.  The fair value of the housing must be included in Boxes 1, 3 and 5 of the 
employee’s Form W-2, along with other taxable fringe benefits.  Any amounts the 
employee pays for rent or the housing cost are deducted from the W-2 amount.  This benefit 
is subject to income taxes and FICA taxes, so it must also be included as Wages (Box 1), 
Social Security wages (Box 3), and Medicare wages (Box 5). 
 
If you provide housing for employees, you have created a landlord-tenant relationship 
which creates benefits and obligations for both the landlord and the tenant under state and 
local law.  You should have a signed housing agreement with each employee which 
conforms to your local landlord-tenant laws. 

 
4. If the home is rented, there are three options available. 
 

a. If the taxpayer is classified as personal-use, the property is used as a residence, and 
the total rental use is less than 15 days, the property is treated as personal use (i.e. 
personal residence) property.  The rental income is not taxed and the rental expenses 
are not deductible.  Interest and property taxes may be deductible based on the rules 
for carrying costs listed above. 
 

b. No matter the classification of the taxpayer, if the property is rented to others and 
personal use is more than the greater of 14 days or 10% of the total days you rent to 
others at a fair price, the property is considered a personal residence.  If deemed a 
personal residence, you cannot deduct rental expenses in excess of your rental 
income. 
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c. If the property is rented for more than 14 days, expenses must be divided on a pro-
rated basis of days rented to total days in use.  The pro-rata portion of rental 
expenses are deducted in the following order: 

 
i. Interest, property taxes and casualty losses; then 

 
ii. Operating expenses other than depreciation; then 

 
iii. Depreciation and other basis adjustments. 

 
iv. If the property is deemed a residence (see item b), expenses in the second 

and third categories cannot produce a loss and so are limited to rental 
income. 

 
d. Income and expenses from rental properties are reported on Schedule E for 

individuals and Form 8825 for partnerships and S-corporations. 
 
5. For personal-use taxpayers, the rental portion of the property is considered as investment 

property and is not eligible for IRC 121 exclusion of gain on the sale of a principal 
residence. 
 

6. Rentals are generally passive activities subject to the passive loss rules (IRC 469) unless 
operated by a qualifying real estate professional.  Rental income is not subject to self-
employment taxes.   

 
7. If the rentals are short-term (e.g. Airbnb and VRBO), then the activity is not considered as a 

rental, but as a trade or business activity reported on Schedule C.  There are two tests: 
 

a. 7-day and 30-day rules.  If the average customer use of the property is for 7 days or 
fewer – or for 30 days or fewer if the owner or their agent provides significant 
personal services; or 
 

b. The owner or their agent provides extraordinary personal services without regard to 
the property’s average period of customer use. 

 
c. IRS Publication 527 states: “If you provide substantial services that are primarily for 

your tenant’s convenience, such as regular cleaning, changing linen, or maid 
service, you report your rental income and expenses on Schedule C.” Substantial 
services do not include the furnishing of heat and light, the cleaning of public areas, 
the collecting of trash, and such. 

 
d. Exception to the 30-Day Rule – If the personal services provided are similar to 

those that generally are provided in connection with long-term rentals of high-grade 
commercial or residential real property (such as public area cleaning and trash 
collection), and if the rental also includes maid and linen services that cost less than 
10% of the rental fee, then the personal services are neither significant nor 
extraordinary for the purposes of the 30-day rule. 
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e. The Schedule C activity is still subject to the regular passive loss rules of IRC 469.  
You may consider grouping the rental business with the tree farm activity for 
purposes of accumulating hours to meet the material participation standards. 
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COSTS ONLY DEDUCTIBLE BY TRADE OR BUSINESS TAXPAYERS 

 
 

F. Repairs and Maintenance Costs 
 

1. Sole proprietors, business entities and rental property owners can deduct expenses for 
repairs and maintenance of their property and equipment. 
 

2. Routine maintenance are costs that keep your property and equipment in good working 
condition without increasing its value or prolonging its useful life.  Changing the oil in your 
truck is a routine maintenance because it keeps your truck operating normally and 
efficiently.  It doesn’t prolong the useful life of the truck, because the projected life of the 
truck is based on conducting routine maintenance.  Replacing the transmission in the truck 
would extend the useful life of the truck and would likely need to be capitalized. 

 
3. IRS adopted 300 pages of new regulations on deducting repairs and maintenance costs in 

2014.  Under these new rules, repair and maintenance costs that don’t fall into the 
categories of “Betterments”, “Restorations”, or “Adaptations” (BRA) can be deducted in 
full in the year the expense was paid. 

 
4. Betterments.  Repairs that are intended to make something better than it was prior to the 

repairs being made.  Repairs fall into this category if they: 
 

a. Fix a defect that existed before you purchased the property, 
b. Fix a defect that happened while the property was being made or built, 
c. Enlarge or expand the property so that it has more capacity, or 
d. Increase the property’s quality, strength, efficiency, or productivity. 

 
5. Restorations.  Restorations are repairs that restore or return an asset to its normal 

condition.  Fixing a roof or replacing it entirely are examples.  Repairs fall under the 
category of restorations if they: 
 

a. Restore deteriorated property to its “ordinary efficient operating condition”, 
b. Replace a major component or substantial structural part of a piece of property, 
c. Rebuild the property to like-new condition, or 
d. Result in a deductible loss, sale or exchange, or casualty loss treatment for the 

property or component of the property. 
 

6. Adaptations.  Adaptations are repairs that change how the property or equipment is being 
used.  An example is converting a factory into a showroom.  How the building is being used 
changes from manufacturing to retail.  Any repairs related to adapting the property are 
capitalized.  The IRS says an adaption expense is “paid to adapt a unit of property to a new 
or different use if the adaptation is not consistent with your ordinary use of the unit of 
property at the time you originally placed it in service.” (Tangible Property Regs – FAQ) 
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7. Three Safe Harbor Elections.  The general rule is that expenses for repairs and maintenance 
must be capitalized and depreciated.  The IRS provided three “Safe Harbor” rules that allow 
immediate deduction of these expenses if you meet one of the rules.  In order to take 
advantage of the safe harbors, you must make a specific election which is attached as a 
statement to your tax return. 
 

a. Safe Harbor for Small Invoices.  A person or business can immediately deduct 
repair and maintenance expenses if the cost is $2,500 or less per item or per invoice.  
A business with an “applicable financial statement” has a safe harbor of $5,000. 
 

b. Safe Harbor for Small Projects.  Repair and maintenance expenses can be deducted 
immediately if the total amount paid is $10,000 or under, or 2% of the unadjusted 
basis of the property, whichever is less.  This safe harbor is only available for 
businesses with revenue under $10 million and where the property being repaired 
has an unadjusted cost basis under $1 million. 

 
c. Safe Harbor for Routine Maintenance.  Repair and maintenance expenses can be 

deducted immediately if they consist of routine maintenance and satisfy four 
criteria: 

 
i. The repairs are regularly recurring activities that you would expect to 

perform, 
 

ii. They result from the wear and tear of being used in your trade or business, 
 

iii. They are necessary to keep the property operating efficiently in its normal 
condition, and 
 

iv. The repairs are expected to be necessary more than once during a 10-year 
period for buildings and structures related to buildings, or more than once 
during the property’s class life (depreciable life) for property other than 
buildings. 

 
8. Partial Dispositions.  The ability to write off the undepreciated cost of the old property 

when required to capitalize a repair.   
 
Example:  Landlord replaces a roof on their rental property.  The original cost of the 
property was split between the land and the building.  The land is a non-depreciating asset.  
The cost allocated to the building was capitalized and depreciated over a period of 27.5 
years (residential rental) or 39 years (commercial rental).  The cost of the old roof is part of 
the cost of the building. 
 
The landlord replaces the roof and must capitalize the cost of the new roof over 27.5 or 39 
years as a separate asset.  Part of the old asset (the building’s old roof) no longer exists. 
 
The IRS allows a late allocation of cost of the original building to the roof, and the 
undepreciated cost of the old roof may be written off in the year of disposition without 
being subject to depreciation recapture since there was no sale or exchange of the old roof. 
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G. Home Office Deduction 
 

1. If you use part of your home for business, you may be able to deduct expenses for the 
business use of your home.  The home office deduction is available for homeowners and 
renters, and applies to all types of homes, including motor homes and boats.  IRS 
Publication 587 contains all of the rules and requirements for this deduction. 
 

2. In order to qualify, you must use part of your home: 
 

a. Exclusively and regularly as your principal place of business;  
b. Exclusively and regularly as a place where you meet or deal with patients, clients, or 

customers in the normal course of your trade or business; 
c. In the case of a separate structure which is not attached to your home, in connection 

with your trade or business; 
d. On a regular basis for storage of inventory or product samples; 
e. For rental use; or 
f. As a daycare facility. 

 
3. To qualify as exclusive use, you must use a specific area in your home only for your trade 

or business.  It can be a separate room or other separately identifiable space.  It need not be 
marked off by a permanent partition. 
 

4. Your home will qualify as your principal place of business if you use it exclusively and 
regularly for administrative or management activities of your trade or business and you 
have no other fixed location where you conduct substantial administrative or management 
activities of your trade or business. 

 
5. There are two methods for computing the home office deduction, the simplified method and 

the actual cost method.  If your trade or business did not use the space for the entire year, 
you must pro-rate the costs for the amount of time the space was used in your trade or 
business. 

 
6. The simplified method is as follows: 
 

a. Multiply the area used in your home (not to exceed 300 sq ft) by $5. 
 

b. Subtract the expenses from the business that are not related to the use of your home 
from the gross income of the business.  If these expenses are greater than the gross 
income from the business, you cannot take a home office deduction. 
 

c. Take the smaller of a. or b. as the Office in home deduction on Schedule C. 
 

d. You make the election each tax year by simply using the simplified method to 
compute the home office deduction. 

 
e. There is no carryover of unused deduction to the following year.  

 
7. You can also compute the home office deduction using your actual expenses as follows: 
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a. The business percentage of the home is determined by dividing the area used in the 

business by the total square footage of the home.  You may use any reasonable 
method to determine this percentage. 

 
b. Divide the expenses of operating your home between personal and business use.  

The part of the expenses you can use depends on whether the expense is direct, 
indirect, or unrelated and the percentage of your home used for the business. 
 

i. Direct expenses:  Expenses only for the business part of your home.  
Examples are painting or repairs of the area used for business.  These 
expenses are deductible in full. 
  

ii. Indirect expenses:  Expenses for keeping up and running your entire home.  
Examples are insurance, rent, depreciation, security systems, utilities and 
general repairs.  These are deductible based on the percentage of your home 
used in the business. 

 
iii. Unrelated expenses:  Expenses only for parts of the home not used for 

business.  Examples are lawn care or painting of a room not used for 
business.  These are not deductible. 

 
c. If you itemize deductions, a portion of the real estate taxes, home mortgage interest, 

mortgage premiums and casualty losses may be deducted.  If you do not itemize, 
only the net qualified disaster losses that increase the standard deduction may be 
used. 

 
d. The cost of basic telephone service (the first landline) is a non-deductible personal 

expense.  The cost for long distance calls and the cost of a second line used 
exclusively for business are deductible business expenses, not home office 
expenses. 

 
e. Depreciation of the home is a complex subject and you should refer to Pub 587.  If 

you use the actual expense method, you will be treated as if you had taken a 
depreciation deduction whether or not you actually take the deduction.  This will 
affect your basis in the home and whether the entire home qualifies under IRC 121. 

 
f. You may not take the home office deduction to the extent your non-home expenses 

exceed your business income.  You may carry over unused expenses to the 
following tax year.  They are subject to the deduction limit in the following year. 

 
H. Mileage and Vehicle Costs 

 
1. If you use a vehicle only for business purposes, you may deduct the entire cost of 

ownership and operation, subject to various limits.  If you use the vehicle for both business 
and personal purposes, you may only deduct the cost of its business use. 
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2. There are two methods for determining the amount of deductible vehicle expenses: the 
standard mileage rate method or the actual expense method. 

 
3. The standard mileage rate is published annually by the IRS.  To use the standard mileage 

rate you must own or lease the vehicle and: 
 

a. You must not operate five or more cars at the same time, 
b. You must not have claimed a depreciation deduction for the car using any method 

other than straight-line, 
c. You must not have claimed a Section 179 deduction on the car, 
d. You must not have claimed the special (bonus) depreciation allowance on the car, 

and 
e. You must not have claimed actual expenses after 1997 for a car you lease. 

 
4. To use the standard mileage rate for a car you own, you must choose it in the first year the 

car is available for use in your business.  Then, in later years, you can choose to use the 
standard mileage rate or actual expenses.  For a car you lease, if you choose the standard 
mileage rate you must use the standard mileage rate for the entire lease period (including 
renewals). 
 

5. To use the actual expense method, you must first determine the actual operating cost of the 
car (gas, oil, repairs, tires, insurance, registration fees, licenses and depreciation or lease 
payments).  These expenses are then pro-rated between business and personal use based on 
the portion of business miles to the total miles driven during the year. 

 
6. Other expenses like parking fees and tolls attributable to business travel are separately 

deductible whether you use the standard mileage rate or actual expenses. 
 
7. The law requires that you substantiate your expenses and your mileage by adequate records 

or sufficient evidence to support your deduction.  You check boxes on the tax return 
swearing if you have evidence to support the deduction and if the evidence is written. 

 
8. You cannot deduct the cost of driving a car between your home and your main or regular 

place of work.  These costs are personal commuting expenses.  You may only deduct costs 
of travel from your place of business to other job sites or other work-related travel.  If you 
have an office in your home that qualifies as a principal place of business for the home 
office deduction, you can deduct your costs of travel from your home office to other 
worksites or other work-related travel. 

 
9.  We will discuss depreciation of autos and trucks in the Capital Assets section. 
 

I. Operating Costs 
 
1. Trees raised, harvested, or grown by the taxpayer (except for fruit, nuts, other crop or 

ornamental trees excepting Christmas trees) and the real property underlying such trees is 
excluded from the uniform capitalization rules under 263A(c)(5). 
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2. Certain silvicultural costs including costs to control brush, fire, disease and insects are 
currently deductible because they are incurred for the management, maintenance and 
protection of the timber stand and are therefore not considered to be reforestation costs. 

 
3. All other necessary and reasonable costs are deductible under IRC 162. 
 

a. Advertising 
b. Car and truck expenses 
c. Commissions and fees 
d. Contract labor 
e. Depletion (if not deducted against capital gain) 
f. Depreciation 
g. Education 
h. Employee benefit programs 
i. Fuel 
j. Insurance 
k. Interest 
l. Legal and professional fees 
m. Meals (50% of qualified meals based on actual cost or per-diem) 
n. Office expenses 
o. Pension and profit sharing 
p. Rent and lease costs 
q. Repairs and maintenance 
r. Supplies 
s. Taxes and licenses 
t. Travel 
u. Utilities 
v. Wages 
w. Other ordinary and necessary business expenses 

 
4. Filing 1099’s.  Starting in 2020, non-employee compensation is reported on Form 1099-

NEC.  The filing deadline for Form 1099-NEC is January 31 of the following year. 
 

a. A Form 1099-NEC must be filed for each person in the course of your business to 
whom you have paid during the year at least $600 in: 
 

i. Services performed by someone who is not your employee (including parts 
and materials); or 
 

ii. Payments to an attorney. 
 

b. Payments to a corporation (including a limited liability company that is taxed as a 
corporation) do not have to be reported, except for payments to a corporation for 
legal services (i.e. you must file 1099’s for all payments to attorneys over $600). 
 

c. Payments for merchandise, telephone, freight, storage or similar items do not have 
to be reported. 
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d. Payments of rent to real estate agents or property managers do not have to be 
reported.  However, real estate agents or property managers must use Form 1099-
MISC to report rent paid to property owners. 
 

e. The recipient’s name and TIN must match their tax filing records.  You should 
request that the recipient provide a Form W-9 to ensure you use correct information. 

 
f. A single extension of time to file the Form 1099-NEC may be requested on or 

before the due date of January 31 on Form 8809.  The extension lasts 30 days and 
you must meet one of the approved criteria to qualify for the extension (catastrophic 
event in federal disaster area, natural disaster, death or serious illness, first year 
filer, or did not receive required payee statements.  See Form 8809 for details.)   

 


