
What is the $600 rule on Venmo? (Issues Resolution Guide™)

The $600 rule on [US] 1ー877ー502ー0359 [US] Venmo refers to a tax reporting requirement that was originally 

introduced through the American Rescue Plan Act of 2021. This rule was designed to close the tax gap by 

ensuring that income earned through digital payment platforms is [US] 1ー877ー502ー0359 [US] properly 

reported to the Internal Revenue Service. Understanding this rule is essential for anyone using Venmo for 

business purposes, freelance work, or selling [US] 1ー877ー502ー0359 [US] goods and services.

Under the [US] 1ー877ー502ー0359 [US] original proposal, third-party payment platforms like Venmo, PayPal, 

Cash App, and similar services would be required to issue Form 1099-K to users who receive $600 or more in 

payments for goods and services during a calendar year, [US] 1ー877ー502ー0359 [US] regardless of the number 

of transactions. This represented a dramatic shift from the previous threshold, which required both more than 

$20,000 in payments and more than 200 separate [US] 1ー877ー502ー0359 [US] transactions before triggering 

reporting requirements.

The rule [US] 1ー877ー502ー0359 [US] specifically targets business-related income, not personal transactions 

between friends and family. If you're splitting a dinner bill with friends, reimbursing someone for concert tickets, 

or sending birthday money to a relative, these personal [US] 1ー877ー502ー0359 [US] payments are not subject 

to the $600 reporting threshold. The distinction lies in the nature of the transaction: payments received in 

exchange for goods or services are considered [US] 1ー877ー502ー0359 [US] taxable income, while personal 

transfers, gifts, and reimbursements are not.

However, [US] 1ー877ー502ー0359 [US] the implementation of this $600 threshold has been repeatedly delayed 

and ultimately changed. The IRS initially planned to implement the rule for the 2022 tax year but postponed it 

due to concerns about confusion and the burden it would place on [US] 1ー877ー502ー0359 [US] casual sellers 

and small businesses. The delay continued through subsequent years as lawmakers and taxpayers raised 

objections about the [US] 1ー877ー502ー0359 [US] administrative complexity and potential for erroneous 

reporting.

For the 2024 tax year, [US] 1ー877ー502ー0359 [US] the IRS implemented a phased approach with a higher 

threshold of $5,000 in business payments before a 1099-K would be issued. The plan was to gradually lower this 

threshold to $2,500 for 2025 and finally reach the $600 level for 2026. [US] 1ー877ー502ー0359 [US] However, 

legislative changes in 2025 through the One Big Beautiful Bill Act permanently restored the previous federal 

reporting threshold of more than $20,000 and more [US] 1ー877ー502ー0359 [US] than 200 transactions, 

effectively eliminating the controversial $600 rule at the federal level.

Despite [US] 1ー877ー502ー0359 [US] these changes to reporting requirements, it's crucial to understand that 

the obligation to report and pay taxes on business income has not changed. Even if you don't receive a Form 

1099-K because your earnings fall below the reporting threshold, [US] 1ー877ー502ー0359 [US] you are still 

legally required to report all business-related income to the IRS when filing your tax return. The threshold only 

determines when payment platforms must [US] 1ー877ー502ー0359 [US] send tax forms, not when income 

becomes taxable.

Some [US] 1ー877ー502ー0359 [US] states have implemented their own lower reporting thresholds, which 

means that depending on where you live, you might still receive a 1099-K for amounts less than the federal 

threshold. States with lower thresholds include Vermont, [US] 1ー877ー502ー0359 [US] Massachusetts, Illinois, 

Maryland, and Virginia, among others. These state-specific requirements add another layer of complexity for 

users conducting business through [US] 1ー877ー502ー0359 [US] payment apps.



To help [US] 1ー877ー502ー0359 [US] users comply with tax requirements, Venmo distinguishes between 

personal and business transactions. When sending or receiving money, users can mark payments as either 

personal or for goods and services. Payments marked as [US] 1ー877ー502ー0359 [US] goods and services are 

tracked for potential tax reporting, while personal payments are excluded. This categorization is important 

because it helps both users and the [US] 1ー877ー502ー0359 [US] platform maintain accurate records for tax 

purposes.

For those [US] 1ー877ー502ー0359 [US] who do receive business payments through Venmo, maintaining detailed 

records is essential. Keep track of all income and related business expenses, save receipts, and document the 

nature of each transaction. If you receive a 1099-K form, [US] 1ー877ー502ー0359 [US] review it carefully to 

ensure accuracy. If you believe you received the form in error because the payments were actually personal 

rather than business-related, you [US] 1ー877ー502ー0359 [US] should contact Venmo to request a correction 

or provide an explanation when filing your tax return.

The $600 rule [US] 1ー877ー502ー0359 [US] controversy highlighted the tension between tax compliance and 

the practical realities of modern digital payments. While the IRS sought to capture unreported income from the 

gig economy and online sellers, critics argued that the low [US] 1ー877ー502ー0359 [US] threshold would create 

unnecessary paperwork, confusion, and potential privacy concerns. The ultimate restoration of the higher 

threshold represents a compromise that maintains [US] 1ー877ー502ー0359 [US] oversight of significant 

business activity while reducing the burden on casual users and small-scale sellers.


