
Tax reporting requirements for NSOs

NSOs

Did your 
stakeholders 

exercise  
NSOs?

For employees: 

Must include compensation 

due to exercise and 
withholdings on W-2 and must 

remit withholding to the IRS.



For non-employees: 

Must include compensation 

due to exercise on 1099-NEC.

Did 
stakeholders 

sell and receive 
payment via 

Carta?

No reporting 
requirement.

To help stakeholders avoid paying double taxes, opt 
in to Revenue Procedure 2002-50 and to receive 

1099-B supplemental statements* by 1/15.



Must report compensatory income from cashless 
exercises as ordinary income on W-2 or 1099-NEC.

 If no sale, no reporting requirement. If the sale 
occurred off Carta, Carta is not considered the 

payer and won't file Form 1099-B.No

Yes

Yes

No

Here’s a guide to help you understand the tax reporting requirements if your 
stakeholders exercised or sold non-qualified stock options (NSOs). 

*The seller will not receive a Form 1099-B if the transaction was cashless and the company is using Carta’s Revenue Procedure 2002-50 tool, or in cases where the treatment of a transaction as an 
option cancellation rather than an actual sale is confirmed.
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