
Global Information Reporting  

01 

 
 

IRS Further Extends Transition Period for Form 1099-K 
Reporting Threshold 

Global Information Reporting 

On November 26, 2024, the IRS published Notice 2024-85 (“Notice”) announcing that the Form 1099-K reporting 
threshold for third party settlement organizations (TPSOs) will be $5,000 for calendar year 2024 and $2,500 for 
calendar year 2025. Tax years 2024 and 2025 will be treated as additional transition periods for purposes of 
enforcing the Form 1099-K reporting statutory threshold of $600 applicable to TPSOs. From 2026 and beyond, 
the threshold is expected to be $600, absent further transition delays from the IRS. 

In 2021, the American Rescue Plan Act (ARPA) amended the de minimis threshold for TPSO reporting for returns 
covering calendar years after 2021. This change eliminated the 200-transaction threshold and reduced the 
payment threshold from $20,000 to $600. Under this modified threshold, third party network transaction 
reporting is required for any participating payee receiving greater than $600 in aggregate payments during the 
year, regardless of the number of transactions. In notices released in December 2022 and November 2023, the 
IRS provided relief for calendar years 2022 and 2023, delaying the effective date of the $600 threshold. 

Under the Notice, the IRS is extending the transition period for the implementation of the $600 threshold 
through 2025. For calendar year 2024, third party network transaction reporting is not required unless the gross 
amount of aggregate reportable payments exceeds $5,000, regardless of the number of transactions. For 
calendar year 2025, the threshold will be $2,500, regardless of the number of transactions. Given that the ARPA 
set the statutory threshold at $600, the IRS specifically confirmed in the Notice that a TPSO will not be subject to 
penalties for failing to file correct information returns or payee statements as long as the TPSO produces third 
party network transaction reporting in accordance with the thresholds under the Notice.   
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https://www.irs.gov/pub/irs-drop/n-24-85.pdf
https://www.irs.gov/pub/irs-drop/n-2023-10.pdf
https://www.irs.gov/pub/irs-drop/n-23-74.pdf
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The IRS also changed the relief available to TPSOs regarding backup withholding on payees who fail to provide a 
correct taxpayer identification number (TIN). Prior guidance set forth in Notice 2011-42 required a TPSO to begin 
backup withholding only if the TPSO made payments to a payee without a valid TIN in more than 200 
transactions within a calendar year. The Notice provides TPSOs with a one-year relief from penalties for failing to 
withhold and pay backup withholding tax for transactions in calendar year 2024, regardless of the number of 
transactions and gross amount of aggregate reportable payments. However, if a TPSO has deducted and withheld 
any backup withholding tax in 2024, the TPSO must report the withheld tax on Forms 945 and 1099-K. For 
calendar years after 2024, the IRS will assess penalties for failure to withhold and pay backup withholding on any 
third party network transaction payments to payees without a valid TIN, without regard to the monetary or 
transaction thresholds. 

TPSOs should be on the lookout for any updates to the Form 1099-K reporting thresholds at the state level, as 
some states have adopted the ARPA $600 statutory threshold or have implemented a transition period with 
monetary and transactional thresholds that differ from the federal level thresholds under the IRS notices. 
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Click here for more information about Global Information Reporting (GIR) services and our global network of Deloitte tax 
professionals.  
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This alert contains general information only and Deloitte is not, by means of this alert, rendering accounting, business, 
financial, investment, legal, tax, or other professional advice or services. This alert is not a substitute for such professional 
advice or services, nor should it be used as a basis for any decision or action that may affect your business. Before making 
any decision or taking any action that may affect your business, you should consult a qualified professional advisor. 
Deloitte shall not be responsible for any loss sustained by any person who relies on this alert. 
 
As used in this document, “Deloitte” means Deloitte Tax LLP, a subsidiary of Deloitte LLP. Please see 
www.deloitte.com/us/about for a detailed description of our legal structure. Certain services may not be available to 
attest clients under the rules and regulations of public accounting. 
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