
Form W-2 versus form 1099-NEC (Nonemployee
Compensation)

A W-2 form and a 1099 form are both used in the United States to report income, but
they serve different purposes and are associated with different types of employment or
income.

W-2 Form

IRS Form W-2, also known as a “Wage and Tax Statement,” reports an employee’s
income from the prior year and how much tax the employer withheld. Employers send
out W-2s to employees in January. A copy also goes to the IRS.

1. Employee Wages: The W-2 form is used by employers to report the annual wages
and tax withholdings of their employees.

2. Employer Responsibility: Employers are responsible for providing W-2 forms to their
employees by January 31 each year, reflecting the income earned and taxes withheld
during the previous tax year.

3. Tax Withholdings: The W-2 includes information on federal and state income tax
withholdings, Social Security and Medicare (FICA) withholdings, and other deductions
such as contributions to retirement plans.

4. Used for Tax Filing: Employees use the W-2 when filing their income tax returns. It
provides a detailed breakdown of income and taxes paid throughout the year.

1099 Form

1. Non-Employee Compensation: The 1099-NEC form is used to report income earned
by individuals who are not employees, such as independent contractors, freelancers, or
self-employed individuals.

2. Payer Responsibility: Businesses and other entities that pay $600 or more in
non-employee compensation during the tax year are required to issue a 1099 to the
recipient and report this income to the IRS.

3. No Tax Withholdings: Unlike the W-2, the 1099 does not include information about
tax withholdings because taxes are generally not withheld from payments made to
independent contractors.

4. Various 1099 Forms: There are different types of 1099 forms, each designated for
specific types of income. For example, the 1099-MISC is commonly used for
miscellaneous income, while the 1099-INT is used for reporting interest income.

5. Used for Tax Reporting: Individuals who receive a 1099 use it to report their income
on their tax returns. Since taxes are not withheld, recipients of 1099 income are often
responsible for making estimated tax payments.



In summary, the W-2 is associated with traditional employment, where taxes are
withheld by the employer, while the 1099 is used for reporting income earned by
individuals who are not employees and typically do not have taxes withheld. It's
important for individuals to understand their tax obligations based on the type of
income they receive and to report it accurately on their tax returns.


