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Executive Summary of Issues 
 

 
Employee Benefits & Payroll 
 
A.  Employer and Insurer Reporting Under the Patient Protection and 

Affordable Care Act for Years Commencing on or after 2013 
 

With respect to the above Act and the reporting requirements for 
employers and insurers, IRPAC has recommendations concerning the use of the 
Form W-2, Wage and Investment Statement, separate electronic reporting 
mechanism, streamlining of information requirements, use of a separate form 
other than the Form W-2 for out year reporting requirements, Medicare tax 
reporting and more clarity concerning data reporting requirements. We look 
forward to working with the IRS in the coming year concerning this issue. 
 
B. Health Care Valuation on Form W-2 
 

IRPAC has previously submitted a comment letter concerning the 
reporting to employees of the cost of group health insurance coverage. IRPAC 
would like to highlight the need for relief in the area of sick pay reporting.  
 
C. Premium Assistance Tax Credits 
 

IRPAC recommends that the tax credits should be clearly explained in the 
Fact Sheet released with the proposed rule on August 12, 2011 and the IRS 
should look to the reporting requirements and how these may be used to assist 
tax credit applicants. 
 
D. Shared Responsibility 
 

IRPAC requests the IRS to address questions concerning penalty under 
IRC § 4980H(a) and makes additional recommendations concerning employer’s 
ability to self assess and pay estimated amounts. 
 
 
E. Form 5500-EZ Registration 
 

IRPAC recommends  the development of a voluntary process where a 
sponsor of a plan that is currently exempt may file a registration statement to 
receive any informational filings that relates to their responsibility. This voluntary 
registration is to prevent IRS from issuing failure to file penalty notices when the 
plan sponsor is under the asset value threshold and has no filing requirement. 
 
F. 5500-EZ Delinquent Filer Program 

IRPAC recommends  that a program be created to allow delinquent Form 
5500-EZ filers to voluntarily disclose the failure to file the information return in a 
timely manner. 
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Executive Summary of Issues 
 

 
G. Employer Identification Numbers for Retirement Plans 
 

With respect to the procedure to obtain employer identification numbers 
for qualified plans' trusts, IRPAC recommended in our 2010 report changes to 
the application process. Further, the instructions for obtaining an Employer 
Identification Number for the above should be clarified, as the current instructions 
are outdated and confusing. IRPAC also recommends that modifications to 
instructions and forms be cross-referenced from the Employee Plans website to 
the EIN landing page. 
 
H. Automatic Extension of Filing Deadlines for TE/GE Issues 
 
IRPAC recommends that the IRS set up a system and maintain a policy that 
allows for an automatic extension to the original filing date for any form published 
in final format within four months of its due date for any TE/GE related matter. 
 
I. Clarification Needed on Form 1099-R Instructions 
 

IRPAC recommends the Form 1099-R, Distributions From Pensions, 
Annuities, Retirement or Profit-Sharing Plans, IRAs, Insurance Contracts, etc., 
reporting issues relating to the following subjects be clarified: death benefits paid 
from the employer not reported on Form 1099-R, IRA distributions in box 2a, 
nonresident aliens, Puerto Rico citizens, and qualified charitable distributions. 
 
J. Form 1099-R Reporting and Withholding Guidance for Certain 

Installment Payments 
 

IRPAC recommends that the IRS issue reporting and withholding 
guidance concerning two payment streams from qualified plans, commercial 
annuities and IRAs covered by IRC § 3405, including lifetime guaranteed 
payments. 
 
K. Erroneous Claims for Itemized Deductions for Unreimbursed 

Business Expenses 
 

With respect to the issue of employee unreimbursed business expenses, 
IRPAC recommends that the Code L in box 12 of Form W-2 be used under 
certain circumstances to report those expenses reported under an accountable 
plan. IRPAC also recommends changes to certain publications to aid in the 
description and understanding of the reporting requirements. 
 

10



Executive Summary of Issues 
 

L. Business Expenses Reporting: Fringe Benefit Information Contained 
in IRS Publications 

 
IRPAC has provided certain suggested changes to various publications 
addressing fringe benefits to help clarify the reporting requirements for 
employees and employers and their obligations. 
 
M. Fraudulent Forms W-2 Result in IRS Issuing Erroneous Tax Refunds 
 Recommendation 
 

IRPAC has explored the issue and makes the following recommendations 
IRS should study the occurrence of fraudulent Forms W-2 or Forms 1099 that 
have resulted in erroneous tax refunds. IRS should team with various 
stakeholder groups, including SSA and IRPAC prior to implementing changes 
that will impact individual filers, payers, service bureaus, software vendors, and 
others affected by any proposed change to the  timing, frequency, and/or nature 
of information reporting. IRS should not implement any change that would 
increase the frequency of information reporting related to Forms W-2 or Forms 
1099. IRS should work with stakeholder groups to determine if shortening the 
timeframe for reporting payer information would be workable for payers, and, if 
so, if that change would improve the IRS’ ability to reduce the occurrence of 
erroneous refunds. 
 
N. TIN Masking on Payee 1099s 
 

IRPAC recommends that the optional TIN masking pilot program as 
referenced in Notice 2009-93 and extended in Notice 2011-38 be made 
permanent and extended to cover other statements. 
 
Burden Reduction Issues 
 
A. Tax Credit Bonds 
 

Since publication of IRS Notice 2010-28, IRPAC has provided 
recommendations on tax credit, interest and original issue discount information 
reporting requirements related to tax credit bonds and stripped tax credits. As 
this is an entirely new type of reporting, the Burden Reduction subgroup has also 
worked with the IRS to get a better understanding of the IRS vision for data 
matching from issuance of new obligations through the claim of tax credits on a 
taxpayer’s return. During 2011 attention has been focused mainly on the 
requirements of Form 1097-BTC (Bond Tax Credit), a quarterly report to 
beneficial owners of tax credit bonds. Dialog between IRPAC and the IRS has 
led to development of a potential data structure framework for filing Forms 1097-
BTC using data elements that are routinely captured as part of standard 
processing by investment firms. If adopted, this should make implementation 
easier and limit data storage and transmission costs for both filers and the IRS. 
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Executive Summary of Issues 
 

 
B. Form 1099-B Modifications for Cost Basis Reporting 

 
The regulations for cost basis reporting necessitate substantial 

modification to Form 1099-B, Proceeds From Broker and Barter Exchange 
Transactions. IRPAC has provided consultation and recommendations 
throughout the year which have led to refinement of the language on the form, 
improved instructions for taxpayers and filers, provided greater flexibility in the 
design of substitute statements and improved awareness of the downstream 
implication of the new requirements. Together, these developments will result in 
better information for taxpayers. 
 
C. Business Master File Address Change Procedures 
 

Currently, the business address shown on the IRS BMF is changed every 
time a return is filed. This procedure creates major problems for both the IRS and 
businesses. The problem lies with IRS Revenue Procedure 2010-16. The IRS will 
release a new Form 8822-B, Change of Address – Business, in 2012. The new 
form will help, but will not fully solve the problem. IRPAC recommends that the 
BMF be changed only by specific written request. We also recommend that the 
BMF be changed to allow multiple addresses for one business. 
 
Emerging Compliance Issues 
 
A. IRC § 6050W and Form 1099-K Reporting 

IRPAC recommends that reporting on Form 1099-K, Merchant Card and 
Third Party Payments, be made optional for transactions taking place in 2011. 
This is particularly important in the case of third party network transactions.  The 
reporting rules related to third party network transactions are unclear and require 
additional clarification and explanation to be effective for many putative reporting 
organizations. In addition, many reporting organizations simply do not 
understand that they are potentially implicated by these rules while others 
understand that their arrangements may be implicated but are burdened by the 
lack of clear guidance and are, therefore, unable to establish the data processing 
systems necessary to comply. It has also recently become evident that additional 
changes to the Form 1099-K are being made, which creates additional burdens 
that cannot adequately be addressed by reporting organizations in advance of 
the filing deadlines. IRPAC believes that the IRS must take decisive action now 
to avert a situation where many currently compliant reporting organizations will 
be unable to reasonably comply with the new reporting rules as written. IRPAC 
believes that the IRS must promptly address these concerns in advance of the 
date on which reporting under IRC § 6050W becomes mandatory.   
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Executive Summary of Issues 
 

B. Information Regarding IRC § 3402(t) 3% Withholding 

IRPAC recommends a public comment period for proposed regulations 
prior to issuance of guidance for payments made by payment card, clarification of 
exclusion from withholding for arrangements where service providers remit a 
payment net of fees to government entities and payments for medical services by 
third party administrators on behalf of self-funded insurance plans, a 
proportionate pass through of exemption to government and tax exempt entities 
that have an ownership interest in a service provider that fails to meet the 80% 
ownership test, and extension of the good faith exception until after calendar year 
2015 along with waiver of the withholding requirement for government entities 
establishing inability to comply due to IT limitations. 
 
C. Central Withholding Agreements: Addressing Needs of Venues and 

Foreign Artists Through a Mini-CWA Program and Problems 
Encountered by Foreign Artists when Applying for US Social 
Security Numbers (SSNs). 

 
IRPAC began discussions with IRS LB&I regarding Central Withholding 

Agreements (CWA) in 2010. Issues include addressing the needs of smaller 
venues with foreign performing artists through the creation of a mini-CWA 
program and problems encountered by foreign artists when applying for U.S. 
social security numbers. In 2011, IRPAC has continued to work diligently with 
representatives of LB&I in their efforts to develop a mini- CWA process, and to 
address the missing SSN/ITIN concern. A structure for a new simplified CWA  
has been developed and will ultimately become part of a revenue procedure 
currently being revised. 
 
D. Withholding and Reporting on Payments for Freight, Shipping, and 

Other Transportation Expenses under IRC § 1441 and 1442 
 

Significant confusion has long existed regarding the proper withholding 
and reporting treatment of U.S. source payments for freight, shipping, and other 
transportation expenses. This confusion relates to the interplay between the 4% 
excise tax on U.S. source Gross Transportation Income (“USGTI”) under IRC § 
887 and the 30% gross-basis withholding tax under IRC §§ 871 and 881 as well 
as the documentation necessary to establish the responsibilities of withholding 
agents for the latter. In its 2010 report, IRPAC provided a detailed discussion of 
this issue and other related issues, including recommendations for improvements 
to forms and instructions. See Appendix for 2010 IRPAC Report, pp. 12, 61-68.  
Although the IRS now understands the challenges regarding this issue, little has 
been done to address these concerns.  IRPAC renews the recommendations it 
made in its 2010 report, recommends a specific change to Form W-8BEN, 
Beneficial Owner's Certificate of Foreign Status for U.S. Tax Withholding, and 
also recommends that the IRS promptly correct the discussion of this issue 
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Executive Summary of Issues 
 

included in Publication 515 because the existing discussion is misleading to 
taxpayers and withholding agents. 
 
E. Information Regarding Form 1098-T Reporting of VA/GI Bill Benefits 

IRPAC supports IRS plans to revise the 2012 instructions for Form 1098-
T, Tuition Statement, to clarify proper reporting of VA/GI bill benefits. 
 
F. Information Regarding Non-Resident Alien Taxation and Tax 

Reporting  
 

IRPAC initiated and has continued to support an ongoing effort by the IRS 
to publish taxpayer friendly web-based content on IRS.gov for non-resident alien 
taxation, withholding and reporting. So far the IRS has developed a new section 
titled “Taxation of Aliens by Visa Type and Immigration Status” now in review 
with Counsel. IRPAC is working with LB&I to develop a landing page that 
introduces withholding agents to their responsibilities regarding this immigration-
based information. 
 
G. Identity Theft and Information Reporting 

IRPAC continues to be concerned about the challenges faced by payers in 
complying with the information reporting requirements where identity theft is 
involved. IRPAC requested that some clarification be provided to payers to assist 
their compliance when the payers do not know the identity of the person to whom 
reporting is required. IRPAC discussed two possible solutions with the IRS: (1) 
the IRS would add language to all Form 1099 instructions similar to that 
contained in the instructions to Form 1099-C, Cancellation of Debt, that the form 
is not required to be filed in cases of identity theft; or (2) the IRS would permit 
payers to file information returns showing the payee as “unknown payee,” similar 
to what is permitted under the IRC § 1441 regulations. The first solution was not 
considered technically feasible by the IRS and the second solution will continue 
to be pursued by IRPAC.   
 
H. Changes to Pub. 3908, Gaming Tax Law and Bank Secrecy Act 

Issues for Indian Tribal Governments 
 

IRPAC offered language to the Service (TEGE and LB&I) and to Indian 
Tribal Governments (ITG) to enhance Publication 3908 to assist gaming 
operations in correctly identifying nonresident alien (NRA) winners for tax 
withholding and reporting purposes. This IRS publication provides Indian gaming 
operations with the latest tax law applicable to gaming operations for gaming 
activities and is widely used by gaming operators across the country. It provides 
the documentation standards under the Bank Secrecy Act, but failed to address 
the tax standards for identifying NRA winners. IRPAC supplied the missing 
information. 
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Executive Summary of Issues 
 

 
International Reporting and Withholding 
 
A. Foreign Account Tax Compliance Act 

 IRPAC has worked closely with the IRS and Treasury regarding the 
implementation of the Foreign Account Tax Compliance provisions of Subtitle A 
of Title V of the Hiring Incentives to Restore Employment Act (commonly referred 
to as FATCA). The IRW Subgroup report summarizes the principal issues on 
which IRPAC has provided recommendations. 
 
A-1. Short-term Debt 

FATCA generally imposes withholding and reporting obligations with 
respect to “withholdable payments.” The definition of withholdable payment 
includes U.S. source interest (including original issue discount), but does not 
provide an explicit exception for interest or original issue discount on short-term 
debt. IRPAC recommends that interest (including original issue discount) on debt 
having a term of 183 days or less be excluded from the definitions of 
“withholdable payment” and “financial account” under FATCA, consistent with the 
terms and policies implemented by the exemption for such amounts under 
Chapter 3 of the Code. 
 
A-2. Potential Conflicts with Foreign Laws 

The obligations that FATCA imposes on foreign financial institutions (FFIs) 
potentially conflict with legal constraints imposed on such FFIs under foreign law 
in a number of respects. IRPAC recommends that the IRS take into account the 
existence of such restrictions in formulating guidance under FATCA. 
 
A-3. Notice 2011-53 Transitional Relief 

The IRS issued Notice 2011-53 to provide transitional relief with respect to 
the implementation of FATCA. The Notice may still leave too little time for 
financial institutions to build required systems and to perform required account 
due diligence. IRPAC recommends that the IRS issue further guidance that 
provides additional time for withholding agents to develop required systems and 
that provides rules for the identification of FFIs and procedures that withholding 
agents will be required to follow to verify an account holder is an FFI and its 
status as a participating FFI.  
 
A-4. Due Diligence Requirements  for Existing Accounts 

IRPAC recommends that the account holder file searches provided for in 
Notices 2010-60, 2011-34 and 2011-53 be limited in scope to a reasonable 
number of calendar years prior to the date of the search.  
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Executive Summary of Issues 
 

A-5. Revisions of Form 1042-S for FATCA Reporting and Withholding 

 FATCA will require reporting of additional information concerning types of 
payments and recipients.  IRPAC recommends that the current Form 1042-S, 
Foreign Person's U.S. Source Income Subject to Withholding, be revised to 
include additional income and recipient codes applicable to FATCA reporting and 
withholding. 
 
A-6. Revision of Form W-8BEN 

 The current version of the Form W-8BEN is frequently confusing to both 
foreign entities and nonresident alien individuals. IRPAC recommends that the 
current Form W-8BEN be split into separate forms for individuals and entities. 
The new Form W-8BEN for entities should include statements certifying entity 
classification and other items relevant under FATCA. 
 
B. Chapter 3 Withholding Tax Issues 
  

IRPAC met with the IRS to discuss various Chapter 3 withholding tax 
issues and offer recommendations. The IRW Subgroup Report summarizes the 
issues and recommendations. The IRS has indicated it intends to take into 
account the recommendations in guidance it intends to issue. 
 
C. Clarification of Information Reporting Requirements Relating to 

Commercial Paper 

 The HIRE Act repealed IRC §163-(f)(2)(B) of the Code with respect to 
debt obligations issued after March 18, 2012. The repeal of this provision has 
created some uncertainty regarding the continued viability of the information 
reporting exception for commercial paper. IRPAC submitted a comment letter on 
September 15, 2011 recommending that the IRS clarify the applicability of the 
information reporting exception for commercial paper following the enactment of 
the HIRE Act. 
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Employee Benefits and Payroll Subgroup  

 
A. Employer and Insurer Reporting Under the Patient Protection and 

Affordable Care Act For Years Commencing on or after 2013 
 
Recommendations 

 
With respect to the Patient Protection and Affordable Care Act, Public Law 111-

148, (the Act) and the reporting requirements for employers and insurers that relate to 
employee benefit information and employee tax information, the IRPAC has the 
following recommendations regarding these requirements: 

 
1. The IRPAC recommends that given the potential increase in the data required 

to be provided to an employee, the IRS should consider the implementation of 
a separate form other than the Form W-2, Wage and Tax Statement, to report 
any additional information that may be required to be reported in the future. 

 
2. The IRS should consider developing a separate electronic reporting 

mechanism for reporting rather than trying to modify the Form W-2 formats, 
given the complexity of the data. 

 
3. The IRPAC requests that the IRS clarify the process for reporting this 

information to employees electronically. The information may be accessed by 
employees in much the same manner as Forms W-2 are currently accessed 
either through employer portals or other electronic means. This would also 
include the reporting requirement that becomes effective March 2013 
regarding information employers must provide to new employees and current 
employees. 

 
4. The IRC § 6055 and § 6056 contain several duplicative requirements 

regarding the reporting of employee and employer information. The 
committee recommends that the IRS study the potential for providing an 
optional alternative and streamlining these reporting requirements, while 
permitting the maximum flexibility with respect to data reporting and reporting 
methods. 

 
5. The IRS should permit employers to provide for an automated voice response 

phone system (VRU) as an additional option to the information contact phone 
number currently prescribed. 

 
6. The IRS should clarify that employers are not required to report health 

coverage details on any Form W-2 that is issued prior to the January 31 
annual due date. 

 
7. The reporting requirements related to this reporting should be defined by 

early 2012 and no later than June 30, 2013, to permit sufficient lead time for 
employers and insurers to comply. 
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Employee Benefits and Payroll Subgroup  

 
8. With regard to the Medicare tax increase for high earners, we recommend 

that the IRS report this tax information on Form W-2 in box 9 and on a 
separate line on the Forms 94x series. 

 
9. The IRS should provide the required information and mechanism for reporting 

the Shared Responsibility Assessment (SRA) that employers will be required 
to report after 2013. 

 
10. The IRS should consider allowing employers and providers the option of 

using the special accounting rule, similar to the reporting of certain fringe 
benefits, for reporting W-2 health care valuation amounts.  

 
Discussion 

 
1. Given the fact that the Form W-2 already includes as much data as can be 

reflected on a single page, the inclusion of additional data would undoubtedly 
cause the form to become a multiple page form. Mid-year plan changes and 
changes in coverage status, marital status, or dependents may require many 
data records per employee. The annual processing in this instance, given the 
fact that the form can be six pages, would make the preparation of the form 
increasingly difficult and costly. A separate form; e.g. “1099 HC” which would 
reflect any additional data that may be required in the future would be more 
efficient. Likewise it would cause less confusion to the employee. 

 
2. Due to the complexity of the information that would be required to be 

reported, the development of a separate electronic reporting mechanism 
would be more beneficial than the modification of existing W-2 reporting. 

 
3. Employers will need the ability to report to the employees this information 

electronically rather than provide the information by paper form. Employers 
will need the ability to use their existing internal employee benefit electronic 
portals to disseminate the information. The electronic communication of such 
statements is a benefit to the employee and also a cost benefit to employers. 

 
4. There exists much duplication of employee data elements to be reported in 

the applicable sections of the Act. It would be very beneficial for the IRS, 
insurers, and employers if this information could be optionally consolidated 
and streamlined so that it is transmitted once using the most efficient method 
available to the insurer or employer. This would effectively reduce 
administrative burden and cost for all parties. However, because information 
is generally stored in separate systems, if not different organizations, the IRS 
should also permit separate reporting of IRC § 6055 and § 6056 data. 

 
5. In both sections of the Act, the regulations require a phone number for 

information contact be provided by the employer. IRPAC has in the past 
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Employee Benefits and Payroll Subgroup  

made several recommendations on this issue. It is very difficult, particularly 
for large multinational employers, to provide an appropriate phone contact for 
all employees. Current practice by many corporations of all sizes is to provide 
VRU. This practice serves the intent of the regulations. 

 
6. It would be extremely difficult for employers to gather the IRC § 6055 health 

coverage detail information and timely submit the information for those 
terminated employees who request their Forms W-2 before the January 31 
annual due date. In many instances this information must be gathered from 
third party sources such as insurance carriers. We believe that this 
information should be reported only on the Form W-2 which is due on January 
31 or other form e.g. Form “1099 HC”. 

 
7. Reporting of the employee information may be required as soon as February 

2014. It is imperative that insurers and employers have ample time to make 
the necessary system modifications. Much of the data required to be reported 
is not housed within payroll systems or controlled by the same group that 
manages the payroll data for Form W-2 reporting. Thus it may be necessary 
to develop new mechanisms to securely communicate this data between 
employers, insurance carriers, and affected parties. 

 
8. Based upon discussions that have taken place concerning the reporting of 

this tax, it seems that the recommendation that was made would create the 
least amount of administrative and programming burden to employers both 
from a payroll processing and annual Form W-2 filing perspective. 

 
9. IRS should develop a separate quarterly excise tax return to permit 

employers to self-assess and report the SRA. Deposit requirements should 
be established to benefit from a “pay-as-you-go” system, avoiding very large 
unanticipated annual assessments. There should also be an annual 
reconciliation of the quarterly SRA filings and the annual reporting of health 
coverage and full-time employee status under IRC § 6056. 

 
10. Due to the use of third party insurance providers and multiple plans used by 

employers, it may be difficult to consolidate the various valuations for each 
plan and incorporate the total on the Form W-2 by the annual filing date. 
However, if the employer were allowed to use the rule similar to the special 
accounting rule then the calculation could be made timely and incorporated in 
the annual form. 

 
B. Health Care Valuation on Form W-2 
 
Recommendation 

 
IRS should exempt sick pay providers from this reporting requirement and 

otherwise more fully explain who is responsible for the Code DD, Cost of Employer-
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Employee Benefits and Payroll Subgroup  

Sponsored Health Coverage, reporting as W-2 reporting is often performed by both 
employers and third parties.   

 
Discussion 

 
In response to the issuance of interim guidance on informational reporting to 

employees of the cost of group health insurance coverage (IRS Notice 2011-28), IRPAC 
submitted a comment letter (see Appendix B) on June 28, 2011, that included numerous 
recommendations. 

 
IRPAC once again would like to highlight the need for relief in the area of sick 

pay reporting. Many employers use third party sick pay providers to handle W-2s for 
short-term and/or long-term disability payments. These providers operate on separate 
systems from employers and in most cases do not have access to health coverage data 
on individual employees. This reporting obligation places an undue burden on these 
providers and employers/plans that would be required to pass along this information 
from the various health care plan administrators. 

 
C. Premium Assistance Tax Credits 
 
Recommendations 

 
IRPAC makes the following recommendations: 
 
1. The Fact Sheet released along with the proposed rule on August 12, 2011, 

should clearly explain when the tax credits are available and when they are 
not available. More examples should be added. 

 
2. IRS should look to reporting requirements already imposed on plans and 

employers to determine how these may be used to assist tax credit 
applicants. 

 
Discussion 

 
The Act creates premium assistance tax credits for eligible individuals who 

purchase health insurance coverage through exchanges, beginning in 2014 (IRC § 
36B(b)(1)). The premium assistance tax credits generally are available to individuals 
with household incomes up to 400 percent of the federal poverty level.  The credits are 
available on a sliding scale. The amount of the credit will be based on the percentage of 
income that the cost of the insurance premium represents. Premium assistant 
applicants will be required to report their income to the exchange and this information 
will be provided to IRS to assist in determining eligibility. 

 
Guidance released in August 2011 as proposed regulations (REG-131491-10) 

addressed a pressing issue for employers and plan sponsors that needed to be 
resolved immediately to allow employers to begin future health benefit planning. 
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Employee Benefits and Payroll Subgroup  

Specifically, the issue was whether family members would be eligible for the tax credits 
when the employee had access to affordable coverage through the employer-sponsored 
plan, but the family coverage was unaffordable. We commend IRS for answering this 
question and seeking public comment.   

 
In addition to the notice of proposed rulemaking released in August 2011, the 

Treasury Department released a Fact Sheet. While the Fact Sheet is a good start, it 
does not clearly explain the important issue of when the tax credits are available and 
when they are not available. The Fact Sheet provides three examples that calculate the 
value of the tax credit for a family of four. These examples fail to explain that they are 
based on the assumption that either there is no qualifying coverage or the self-only 
premium for employer-sponsored coverage is unaffordable. We recommend that this 
clarification be added to these examples. Other examples are needed illustrating the 
position taken in the proposed regulations that family members are not eligible for the 
tax credits when affordable self-only coverage is provided through an employer-
sponsored plan, but family coverage is not affordable. These additions will serve to 
inform the public and permit an open discussion of this issue.     

 
We have many questions and concerns about how IRS will arrive at the eligibility 

determination for the premium assistance credits given that IRS must have certain 
information about the individual’s employer-sponsored plan. One of the conditions to 
receive a tax credit is ineligibility for affordable employer-sponsored coverage. We 
recognize that one piece of the new reporting requires employers and insurers to furnish 
IRS with plan information by January 31, based on the prior calendar year. Employer-
sponsored plans often change from year to year, as premiums, benefits, and cost-
sharing are adjusted for medical inflation. The information furnished to the IRS from the 
employer/insurer reporting return may be irrelevant by the time the IRS receives an 
application for a premium assistance tax credit. 

 
We understand that as part of the application for the premium assistance credit 

an individual will provide information on the plan available through their employer. Will 
the IRS rely on the applicant’s representation of the employer-sponsored plan if it differs 
from the employer/insurer report filed with the IRS no later than January 31? If not, how 
will the IRS verify the accuracy of the plan information provided by the applicant? The 
plan information is critical as it is one of the factors determining eligibility for the 
premium assistance credits.  

 
To address these concerns, the IRS and Department of Health & Human 

Services should review the new disclosure rules for group health plans (Summary of 
Benefit and Coverage, RIN 1545-BJ94, Federal Register, August 22, 2011) to 
determine how these newly required documents could be used to assist employees in 
answering plan-related questions on the exchange tax credit application.    
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D. Shared Responsibility 
 
Recommendations 

 
IRPAC encourages IRS to address the following questions:  
 
1. Will a penalty under IRC § 4980H(a) apply when the employer offers 

employee-only coverage, but does not offer a family coverage option? 
 
2. Will a penalty under IRC § 4980H(b) apply based on the affordability of self-

only coverage and not on the affordability of employee plus one dependent, 
or employee plus family?  

 
3. Will the employer be required to self-assess the penalty, or will the IRS 

calculate the penalty and send a penalty assessment to the employer?   
 

IRPAC recommends that employers be permitted to self-assess the SRA at least 
quarterly, to pay estimated amounts due on a specified schedule, and to reconcile 
annually against the annual Health Coverage Report under IRC § 6056. 

 
Discussion 

 
The  Act imposes different penalties on employers depending on whether they 

drop coverage or offer unaffordable coverage. We have questions concerning how 
these penalties will be calculated.   

 
The Act imposes penalties on certain employers that fail to offer their full-time 

employees the opportunity to enroll in minimum essential coverage under an employer-
sponsored plan and have at least one full-time employee who enrolls in an exchange-
based plan and receives a premium assistance credit. 

 
The Act imposes a different penalty on certain employers that offer full-time 

employees the opportunity to enroll in an employer-sponsored plan and have one or 
more full-time employees enroll in an exchange-based plan and receive a premium 
assistance credit. 

 
We have raised only a few of the many issues and questions surrounding the 

premium assistance credits and penalties. IRPAC looks forward to assisting the IRS in 
exploring these and other issues further. 

 
E. Form 5500-EZ Registration 

Recommendation 
 
IRPAC recommends that IRS develop a voluntary process whereby a sponsor of 

a plan that is currently exempt may file a registration statement in order to receive any 
informational filings the IRS may have that relates to their responsibility to file Form 
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5500-EZ, Annual Return of One-Participant (Owners and Their Spouses) Retirement 
Plan, or other plan requirements.  

 
Discussion 

 
IRPAC recognizes that many small employers file Form 5500-EZ late because 

they do not require filing unless certain events occur such as total plan assets exceed 
$250,000. A plan sponsor can go many years without the requirement to file Form 5500-
EZ. A plan may never need to file Form 5500-EZ until it is terminated or the plan assets 
exceed $250,000. Because the plan sponsor has never filed Form 5500-EZ, the 
requirement to file upon plan termination may not be known.  

 
In lieu of filing a Form 5500-SF, Short Form Annual Return/Report of Small 

Employee Benefit Plan which is a filing under the Department of Labor (DOL) 
computerized ERISA Filing Acceptance System (EFAST2), IRPAC suggests the IRS 
develop an annual registration process that is voluntary by the sponsor of the one-
participant plan. Because many of these small plans do not retain ongoing service 
provider support, IRPAC believes this will encourage filing and will promote education 
within the small plan community alleviating future Form 5500EZ delinquent filings. 

 
F. Form 5500-EZ Delinquent Filer Program 
 
Recommendation 

 
IRPAC recommends: 
 
1. That a program be created to allow delinquent Form 5500-EZ filers to 

voluntarily disclose the failure to file the information return in a timely manner. 
 
2. That the program be permanent. 
 
3. That any such program should encourage compliance with a penalty structure 

that supports disclosure of multiple years and/or multiple plan filing failures 
with a reduced penalty burden. 

 
Discussion 

 
IRPAC believes that there are many delinquent Form 5500-EZ filers that would 

use a voluntary program to correct filing failures should the IRS create a permanent 
program for this form. Because one-participant plans may have unintentionally 
established multiple plans with multiple filing requirements, such a program should be 
sensitive to reducing the burden on these small businesses. Thus, IRPAC recommends 
a multiple year and multiple plan penalty structure that is sensitive to the nature of the 
small business entities that sponsor these plans. The ideal program would encourage 
small businesses to file delinquent returns with a flat penalty regardless of the number 
of years or number of plans to be filed.  
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Currently, the DOL administers a Delinquent Filer Voluntary Compliance 
Program (DFVCP) for Form 5500, Annual Return/Report of Employee Benefit Plan, 
filers other than the Form 5500-EZ. The IRS should establish a permanent program for 
the Form 5500-EZ filers. There is a distinct burden on small plans that often find 
themselves with multiple years to file or multiple plans they never realized they had 
because of the methods used by the financial institutions to establish a one-person 
plan.  
 

It has been common to find that a plan sponsor has inadvertently adopted 
multiple retirement plans. As a trustee of the plan would move investments to diversify 
its portfolio, the financial institution would establish a plan with a different plan number 
instead of one contiguous plan number. This increases the delinquent filers because 
each plan would have its own filing requirement. Because the plan sponsor did not 
intend to sponsor more than one plan, it is a burden on these small businesses to pay a 
fee for each year and each plan that is delinquent.  

 
Filers of Form 5500-EZ are often delinquent because the requirement for filing 

may change as the value of the plan assets change or as a new employee becomes an 
eligible participant. This is unique to the Form 5500-EZ filers.  IRPAC requests 
consideration of this issue in the penalty structure for Form 5500-EZ delinquent filers.  

 
G. Employer Identification Numbers for Retirement Plans  
 
Recommendations 

 
IRPAC makes the following recommendations to the process for employer 

retirement plans to obtain a trust Employer Identification Number (EIN): 
 

1. Based on the lack of clear guidance on the need and the proper procedure for 
obtaining EINs for qualified plans’ trusts, IRPAC strongly recommended in our 
2010 report changes to Forms 5500 and SS-4, Application for Employer 
Identification Number (and related instructions), to clarify these rules and 
encourage plan sponsors to obtain a trust EIN for qualified plans/trusts.   

 
2. More specifically, IRPAC suggested clarifying the outdated and confusing 

instructions for obtaining an EIN for qualified plans/trusts.  
 
3. IRPAC recommended that specific instructions and guidance on the 

Employee Plan (EP) website be developed regarding the need for and 
process to obtain a plan’s trust EIN, and recommend that the plan’s trust EIN 
be added as an optional box on Form 5500.  

 
4. Although IRS was helpful in promptly adding language to the EIN landing 

page since the issuance of the 2010 Report, and understanding that it takes 
time to incorporate changes into the instructions and forms, we recommend 
that the modifications to the instructions and forms to be issued in the next 
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reiteration of these publications include modifications specified in the 2010 
report. 

 
5. IRPAC recommends that its suggestions to the forms, instructions, and 

publications are cross-referenced from the EP website to the various related 
forms, instructions, and publications that would be helpful in this area. 

 
Please note that this discussion does not alter the approach taken by third party 

service providers and asset custodians that report using the provider's/custodian's EIN 
for Form 1099-R, Distributions From Pensions, Annuities, Retirement or Profit-Sharing 
Plans, IRAs, Insurance Contracts, etc., and Form 945, Annual Return of Withheld 
Federal Income Tax, reporting, which IRPAC recommends also be reflected on the 
Form 5500, along with increased IRS clarification on this reporting option. 

 
Discussion 

 
Following IRPAC’s 2010 Public Report, the Form SS-4 website landing page for 

the EIN process was updated with brief language about the nature of the EIN process 
for employee benefit plans. IRPAC commends the IRS for looking to a prompt method 
to help clarify the confusion with the retirement plan application process. However, the 
SS-4 Instructions and Publication 1635, Understanding Your EIN, still need to be 
updated accordingly with the IRPAC recommendations.   

 
Many small plan employers do not realize that the EIN they use to report 

earnings for their retirement plan should not be the same as the plan sponsor number. 
They also do not realize that the process for withholding of pension plan account 
income tax should not be co-mingled with the payroll of the plan sponsor. IRPAC 
believes the best way to communicate this is specific information and articles on the EP 
website.  

 
IRPAC’s concern with the communication to sponsors of retirement plans under 

IRC § 401(a) regarding the need and application process for an EIN for the plan’s trust 
relates to the education process inasmuch as the potential penalties for failing to remit 
pension withholding in an appropriate manner. Many plan administrators use the EIN 
given to the plan sponsor for its business, making the tracking of withholding and 
payments on behalf of plan participants co-mingled with the regular payroll of the 
employer and thus not separate.   

 
In working with IRPAC the past year, IRS has been helpful in changing the 

information that is communicated on the landing page for the EIN requirements on the 
IRS website. We commend the effort to complete the web-based information in a 
prompt manner.  

 
However, IRPAC also recommends that the instructions for the EIN application 

process be clear about the need, use, and application process for a separate retirement 
plan EIN. In order to encourage plan administrators and plan sponsors to obtain an EIN 
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for the plan’s trust, it is ideal to have guidance contained in the form instructions. 
Moreover, the instructions should contain examples of the proper use for the EIN, 
including how to deal with plan and employer mergers and acquisitions. 

 
H. Automatic Extension of Filing Deadlines for TE/GE Issues 

 
Recommendation 

 
IRPAC recommends that IRS establish a system and maintain a policy that 

allows for an automatic extension to the original filing date for any form published in final 
format within four months of its due date for any TE/GE related matter. For IRPAC's 
more global recommendation for changes, see the IRS Guidance Plan comment letter 
dated June 29, 2011 (see Appendix A). 

 
IRPAC recommends removal of the signature requirement on Form 5558, 

Application for Extension of Time To File Certain Employee Plan Returns,  because it 
increases the burden of filing the return timely and accurately. It is inconsistent with 
historic treatment of data on the Form 5500. 

 
Moreover, IRPAC recommends that the IRS work with the retirement community 

in implementing new forms and changes to existing forms, and making filing information 
readily available (e.g., EP website). For example, periodic calls, similar to the payroll 
community calls, can be established for the retirement community in order to address 
reporting issues, along with Frequently Asked Questions on the EP website. This 
approach can be used for Forms 8955-SSA, Annual Registration Statement Identifying 
Separated Participants with Deferred Vested Benefits, and 5558, which still have open 
issues (see below).  

 
Discussion 

 
IRPAC is concerned with the issuance of forms within four months of their 

original due date. With the added complexity of additional data needed for forms that 
are issued near an original due date, plan sponsors are not able to turn around the data 
and have the burden of working with their service providers to collect that data in a 
timely manner. Should a form be published in its final form within four months of its 
original due date, the IRS should be able to internally provide for an automatic 
extension to the form.  

 
In an ideal environment, the IRS would issue forms that do not have material 

changes prior to this four month benchmark. If this is not possible, the IRS should 
consider the impact to software vendors and plan sponsors when there is a new form or 
if substantive changes are made to a form. An automatic extension to the form’s original 
due date anytime a form is published within four months of its due date would provide 
stability to plan sponsors as well as the service provider and software industry. 
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Critical to the use of electronic medium used in today’s submission of many 
information returns, it is very important to understand that software vendors need 
sufficient time to create the form in proper electronic format, the payer community 
requires sufficient processing time once forms and instructions are issued in final form 
by the IRS in order to successfully implement changes to information returns, and 
employers require lead time to gather and transmit to their service providers the 
information requested on the information return. Employers are not able to use many 
forms the day they are finalized and the vendors do not deliver them to employers until 
they have finalized their software implementation. Internal processing procedures need 
to be changed by service providers who complete many of these forms on behalf of 
employers.   

 
Although appropriate and sufficient lead times may vary depending on the extent 

of the changes to a form and the type of payment, at a minimum the IRS should grant 
an automatic four month extension of any filing deadline if the IRS issues the final form 
and instructions within four months of the filing deadline. We believe that this should be 
a standard of internal IRS practice and not dependent upon practitioner individual and 
specific requests with each delayed issuance of any information return. 

 
Moreover, once the forms are finalized, the IRS should focus on communicating 

the changes to the retirement community, and making filing information readily available 
to facilitate proper tax administration. For example, there are still a number of open 
issues regarding Form 8955-SSA and Form 5558, and additional guidance would be 
welcome.  Specifically: 

 
Form 8955-SSA: 
 
1. Confirm that no action is needed to take advantage of the January 17, 2012, 

deadline for 2009 and 2010 plan years. 
 
2. Clarify whether the January 17, 2012, deadline applies to 2011 short plan 

years, and explain what action should be taken to report while waiting for the 
2011 form.   

 
3. Clarify whether a wet ink signature must be kept on file, and if the sponsor 

signature information in the Filing Information Returns Electronically (FIRE)  
file (typed name and signed date) are required fields. 

 
4. Clarify what is necessary to meet the participant notice requirement in light of 

the expansive benefit statements and the lack of clear guidance in this area. 
 
Form 5558: 
 
1. Clarify who is authorized to sign for a Form 8955-SSA extension, and whether 

that would include the FIRE filer who is the third party service provider.   
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2. Clarify what action will be necessary to remove the signature requirement for 
a Form 8955-SSA extension, as it is extremely burdensome for record 
keepers and was never previously required for this information.  

 
I. Clarification Needed on Form 1099-R Instructions 
 
Recommendation 

 
In reviewing the Form 1099-R and related instructions, we recommend that the 

following issues be clarified: (1) death benefits paid from the employer are not reported 
on Form 1099-R, (2) reporting of IRA distributions in box 2a, (3) reporting for 
nonresident aliens and Puerto Rico citizens, and (4) reporting of qualified charitable 
distributions (QCDs) under IRC § 408(d)(8), qualified health saving account (HSA) 
funding distributions described in IRC § 408(d)(9), and payment of qualified health and 
long-term care insurance premiums for retired public safety officers described in IRC 
§ 402(l). 

 
Discussion 

 
1. Death benefits from the employer that are not part of the qualified plan are not 

subject to 1099-R reporting, and the 2011 Instructions for Form 1099-R 
should be revised accordingly. Specifically, page 1, "Specific Instructions for 
Form 1099-R" should be revised to delete the second paragraph and page 8 
Box 1 "Gross distribution" should be revised to delete the second to last 
paragraph.   

 
2. There is confusion regarding the 2011 Form 1099-R Instructions on page 8 

and page 10, regarding the reporting of IRA distributions in box 2a. The 
general box 2a instruction says to leave box 2a blank if unable to ascertain 
the taxable amount, but the specific IRA instructions state that box 2a should 
be the same as box 1. Therefore, to clarify that IRA distributions should not 
result in a blank line 2a, IRPAC recommends that the following sentence be 
inserted on page 8 (following the reference to the blank line): "(For IRA 
distributions, the preceding sentence does not apply; see Instructions on 
page 10 "Traditional, SEP or SIMPLE IRA").  

 
3. Reporting of retirement payments to nonresident aliens and Puerto Rico 

residents should be more fully described in the Form 1099-R and 1042-S, 
Foreign Persons U.S. Source Income Subject to Withholding Instructions. We 
understand that international benefit issues are being considered by the IRS, 
and prior to audit activity in this area, IRPAC strongly recommends that 
additional education and instructions be provided to plan sponsors as to the 
proper reporting for all types of participants covered by U.S. tax qualified 
plans/IRAs.  
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4. Please confirm that no special rule apply to QCDs under IRC § 408(d)(8), 
HSA funding distributions described in IRC § 408(d)(9), and payment of 
qualified health and long-term care insurance premiums for retired public 
safety officers described in IRC § 402(l). Page 1 of the 2011 Form 1099-R 
Instructions indicate that no special reporting applies, which we assume 
means that these payments are reported as otherwise taxable distributions 
under the applicable provisions, and that January QCDs are not separated 
from other QCDs.  We note that some may take the position that there is no 
1099-R reporting on IRC § 408(d)(9) transfers because it is a trustee-to-
trustee transfer that is not reportable. Additional clarification is needed.  

 
J. Form 1099-R Reporting and Withholding Guidance for Certain Installment 

Payments 
 
Recommendation 

 
IRPAC recommends that the IRS issue reporting and withholding guidance on 

two types of payment streams from qualified plans, commercial annuities, and IRAs 
covered by IRC § 3405,collectively, the "accounts", and that this guidance be 
prospective in nature, as IRPAC anticipates that based on the lack of clear guidance in 
this area, varying methods have been adopted.   

 
The first payment stream from an account is installment payments that are a 

fixed dollar amount paid at least annually and are scheduled to be paid out until the 
account is exhausted, i.e., if no subsequent participant action is taken, the payments will 
be paid over at least 10 years, but that the participant can stop these payments at any 
time, and these payments may include a one-time upfront election by the participant to 
include a fixed annual increase for inflation.  

 
The second payment stream is a lifetime income guaranteed payments from an 

account paid for the life of the participant, which generally can also be modified or 
stopped at any time by the participant, at least until the account balance is zero. 

 
Discussion 

 
IRC § 3405 provides for mandatory 20 percent withholding on eligible rollover 

distributions, and voluntary wage withholding for periodic payments that are not eligible 
for rollover treatment. An eligible rollover distribution excludes any distribution that is 
one of a series of "substantially equal periodic payments" made (not less frequently 
than annually) over any one of the following periods:  (1) life of the 
employee/beneficiary, (2) life expectancy of the employee/beneficiary, or (3) a specified 
period of ten years or more. For this purpose, in the case of payments from a defined 
contribution plan to be distributed in annual installments of a specified amount until the 
account balance is exhausted, the period of years is determined using reasonable 
actuarial assumptions.  Treas. Reg. § 1.402(c)-2, Q&A-5(d). 
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Regarding the cost of living adjustment, several private letter rulings support a 
one-time upfront election of three percent without a loss of "substantially equal" status, 
e.g., Private Letter Rulings (PLR) 9747045, 9536031. Moreover, the legislative history 
to IRC § 72(t) states that a series of payments will not fail to be substantially equal 
solely because the payments vary on account of "certain cost-of-living adjustments" and 
that "the Secretary may prescribe regulations setting forth other factors (consistent with 
the factors that preceded under IRC § 401(a)(9)) that will not cause payments to fail to 
be considered substantially equal."  1986 Act Blue Book, at 717. The IRC § 401(a)(9) 
regulations for annuity payments from a qualified trust under a defined benefit plan 
expressly permit an increase by a constant percentage, at a rate that is less than five 
percent per year.  Treas. Reg. § 1.401(a)(9)-6, Q&A-14. 

 
In contrast, however, PLR201120011 provides that, for purposes of § 72(q), a 

constant one to four percent adjustment, as elected by the participant, results in loss of 
"substantially equal" status. Its analysis is focused on the belief that (1) the adjustments 
fall outside of IRC § 401(a)(9) account balance rules described in Revenue Ruling 
2002-62, which was intended as relief following Notice 89-25, which Notice has 
historically been viewed as only a safe harbor method to meeting these requirements, 
and (2) a participant's election of between one and four percent annual increase was 
not a cost of living adjustment.  Notably, these payments and the qualified plan 
payments are reported on Form 1099-R. 

 
Although this 2011 ruling addresses only IRC § 72(q), there is a concern that as 

the same "substantially equal" requirement applies for IRC § 72(q), 72(t), 402(c), and 
3405, this ruling signals a potential IRS change in the proper reporting and rollover 
approach (to mandatory 20 percent withholding and eligible rollover treatment) for 
installment payments from qualified plans. However, prior to undertaking extensive re-
programming and distribution changes and trying to explain potentially a different 
rollover and withholding treatment depending on whether the annual three percent 
adjustment is elected, the reporting community needs to understand from the IRS the 
full impact of this ruling to all accounts.  

 
Moreover, there is no guidance on the proper treatment of guaranteed lifetime 

payments for purposes of IRC § 72(t), 402(c), and 3405.  It is important to understand 
the proper reporting as the payer may be liable if insufficient withholding is taken, along 
with potential reporting penalties under IRC § 6721 and § 6722, and the participant may 
face an annual six percent excise tax if the amounts are improperly treated as eligible 
for rollover and rolled to an IRA.   

 
K. Erroneous Claims for Itemized Deductions for Business Expenses 
 
Recommendation and Discussion 

 
IRS officials have indicated that there has been a problem with individual 

taxpayers claiming itemized deductions for unreimbursed business expenses when 
filing Forms 1040, U. S. Individual Income Tax Return. IRPAC has explored this 
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problem and offers the following recommendations to enable IRS to be better positioned 
to identify these types of situations where an individual who is reimbursed for a 
business expense also claims an itemized deduction for the very same item: 

 
1. IRS should obtain data on the scope/risk of erroneous claims for business 

expenses. IRS should perform a study to determine the current level of non-
compliance in this area to ascertain if the cost of changes to improve 
compliance would be outweighed by any additional benefit. IRS should 
consider costs to employers, service providers, and software developers, as 
well as costs to IRS. All of the above mentioned stakeholders would incur 
additional programming, processing, and procedure costs as a result of a 
change to improve compliance. 

 
2. IRS should review the use of current Code L, Substantiated Employee 

Business Expense Reimbursements, in box 12 on Form W-2 and consider 
modifying the requirement for Code L such that employers would indicate 
whether or not the employer has an accountable plan in place for 
reimbursement of qualified business expenses. For example, a ‘Y” could 
indicate that such a plan was offered during the tax year; and an “N” could 
indicate that such a plan was not offered. The indicator could be at the 
EIN/employer level, or at the individual employee-level, or at some other 
level, e.g., employee pay grade, division, group, etc., that is feasible for the 
employer to provide. Alternatively, the employer could indicate Y if an 
accountable plan was offered, and otherwise, the box L indicator would be 
blank. This latter suggestion, i.e., Code L Y; or leave blank, would likely be 
less burdensome to employers, especially small business since small 
businesses would be less likely than large business to have an accountable 
plan. However, this approach would need to be in conjunction with 
recommendations number six and seven below. IRPAC prefers use of box 12 
to a new box as a change to box 12 would likely require less implementation 
cost and effort by stakeholders involved in Form W-2 processes. 

 
3. IRS should not require that the employer post any new dollar amounts for 

payments made under an accountable plan on Form W-2 than are now 
required.  The payroll system or payroll service provider does not typically 
have information or data on these types of payments. Reimbursements made 
under an accountable plan are typically made through an accounts payable 
system, a travel reimbursement system, or a third party. These do not 
typically interface with the payroll system or provider issuing Form W-2. 
Requiring the posting of these types of payments onto a Form W-2 would 
require expansion of payroll systems to house the amounts, extensive 
programming, as well as costs for testing, implementation, and process and 
procedure changes. 
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4. IRS should review the current use of Code L in box 12 on Form W-2 with 
respect to per diems and mileage allowances, and IRS should continue such 
reporting only if IRS deems that this information is useful to IRS in its 
compliance efforts. If so, the accountable plan indicator, Y or N in the section 
above; or Y and blank, could be incorporated into box 12 of Form W-2 in 
some other fashion.   

5. IRS should then consider tailoring its identification of situations where an 
individual claiming an itemized deduction for unreimbursed business 
expenses was in error to those in which Code L indicated a Y. Here, the 
company offered an accountable plan, and it may be the case that the 
amount claimed by the individual as an itemized deduction had also been 
reimbursed by the employer. Note however, that even if an employer offers 
an accountable plan, the individual may not have, in fact, been reimbursed 
and the claim for an itemized deduction may have been appropriate. In any 
event, this change may make it easier for IRS to identify potential problem 
situations. 

 
6. IRS should stress in its audit guide procedures that the individual, not the 

employer, is responsible for providing proof of the appropriateness of any 
claim for an itemized deduction on the individual’s income tax return. The 
employer should not be burdened with responding to IRS or employee 
inquiries regarding positions taken by the employee on his/her individual 
income tax return. The employee is required to substantiate the 
appropriateness of the deduction that he/she took on his/her return and 
should not otherwise contact the employer.  

 
7. IRS should state in the IRS audit guide that if the employer has an N under 

Code L or the indicator was blank, the revenue agent should not need to ask 
the employee to obtain from the employer a letter of certification that the 
employee was not reimbursed for expenses. 

 
8.  IRS would also need to consider the need to modify language with respect to 

accountable plans, per diems, employer reimbursements, etc. in a variety of 
documents, such as Publication 535, Business Expenses, Instructions to 
Schedule A, Itemized Deductions, to Form 1040, IRS Publication 15,Circular 
E, Employer’s Tax Guide, IRS Publication 463,Travel, Entertainment, Gift, 
and Car Expenses, as well as language in Instructions to Form W-2. 

 
9. Prior to making any such change, IRS should team with various stakeholder 

groups, including employers, payroll service providers, software developers, 
and IRPAC, to ensure that requirements are workable and, if so, would the 
changes improve the IRS’ ability to reduce the occurrence of erroneous 
claims for itemized deductions for reimbursed business expenses. 

 
IRPAC welcomes the opportunity to work with IRS on this issue. 

 

  
34



Employee Benefits and Payroll Subgroup  

L. Business Expenses Reporting: Fringe Benefit Information Contained in IRS 
Publications 

 
Recommendation 

 
IRS officials from the Large Business & International operating division (LB&I) 

requested IRPAC’s suggestions on information reporting related to a variety of 
noncompliance items in the area of business expenses and fringe benefit reporting.  
Based upon discussions with LB&I representatives and the IRPAC, the following are 
recommendations regarding each issue discussed: 

 
1. IRPAC reviewed the IRS publications noted in the discussion below and 

provided recommendations regarding language enhancements. 
 

2. For non-compliance in reporting stock option compensation, IRPAC 
recommends that a dedicated section of an IRS publication be used to 
explain both the employer and employee reporting obligations. 

 
3. IRPAC recommends that no additional form be considered at this time due to 

the fact that it would increase burden and costs to the IRS and the reporting 
community. IRPAC welcomes the opportunity to provide additional 
suggestions to IRS on these topics. 

 
Discussion 
 
IRPAC review of IRS Publications 
 

IRS officials from the LB&I requested IRPAC’s suggestions on information 
reporting related to a variety of noncompliance items in the area of business expenses 
and fringe benefit reporting that have been identified during recent audits. IRPAC 
reviewed a number of IRS publications that contain information on the reporting 
requirements for these issues.  Generally, IRPAC found that, in each of these 
publications, there was a varying degree of explanation of business expenses, how they 
are to be reported by the employer, what amounts are reportable as wages versus non-
wages paid to the employee, and how to report on the employee’s Form W-2.  IRPAC 
suggested a number of clarifications and recommended that IRS review and edit these 
publications with the aim at enhancing the use of standard language terms and the use 
of examples/charts to reflect that reporting. 

 
Below are some comments on the IRS publications reviewed: 
 

IRS Publication 15 (Circular E), Employer’s Tax Guide: 
 

1. Section 5 of Publication 15  on page 12 uses the term “specified amounts” 
(for example, nontaxable portion) in box 12 of Form W-2 using Code L. 
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IRPAC suggests that it would be more beneficial to use the term 
“substantiated amounts” which is used in other publications. 

 
2. Instructions for Forms W-2 and W-3: inconsistencies in wording: 

 
 

a. Page 5 states that where the employer uses a per diem or allowance and 
the amount paid for “substantiated miles or days of traveled exceeds the 
amount as substantiated under the IRS rules, you must report as wages 
on Form W-2 the amount in excess of the amount treated as 
substantiated. Report the amount treated as substantiated in box 12 using 
Code L”. 

 
b. Page 11 provides that Code L should be used only if the employer 

reimbursed its employee for employee business expenses using a per 
diem or mileage allowance method and the amounts that the employer 
reimbursed exceeds the amount treated as substantiated under IRS rules.  
See section above page 5. Also, on page 11 in the first part of the 
sentence, suggestion is to state that the employer use the Code L only for 
substantiated amounts if the employer reimbursed its employee for 
employee business expenses. It would be better to use the same term 
(i.e., substantiated amounts) here as was used on page 5 and last part of 
the sentence on page 11. 

 
IRS Publication 463, Travel, Entertainment, Gift, and Car Expenses:  
 
IRS Publication 463, addresses items impacting Form 1040 filing and Form 
2106,Employee Business Expenses. It includes a chart on page 30 on how 
expenses are reported on Form W-2 and Form 2106. The chart should be modified 
to address the reporting when the employer offers an accountable plan and 
reimburses employees for actual expenses. 
 
IRS Publication 525, Taxable and Nontaxable Income:  
 
The suggestion is to include on page 3 of IRS Publication 525 references to the 
Instructions to Form W-2, Code L, along with the references to Publication 463. 
 
IRS Publication 535, Business Expenses:  
 
IRS Publication 535 addresses items also discussed in Publication 463. IRPAC 
suggests that both publications (1) include information on the reporting treatment 
when actual business expenses are reimbursed through an accountable plan, (2) 
include language addressing the fact that there is no required reporting on Form W-2 
if the excess reimbursements, beyond actual business expenses are returned to the 
employer, and (3) incorporate the same terminology for the same item, e.g., 
substantiated amounts and excess amounts. In addition, the chart in IRS Publication 
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535 on Form W-2 reporting would be clearer if it separated the Form W-2 treatment 
of wages reported in box 1 and the amount reported in box 12 under Code L. 
 
Non-compliance stock option compensation reporting in Forms W-2 or Forms 
1099: 
 
This guidance should include reporting for former employees on Form W-2 and for 
non-employees, such as directors, on Form 1099-MISC, Miscellaneous Income. This 
section should also describe the impact of the new cost basis reporting rules, and 
the employee's basis in the stock, and cover the variety of available forms of equity 
based compensation. See IRPAC's comment letter dated February 26, 2010 for a 
summary of the various equity based compensation arrangements, applicable rules, 
and available IRS guidance.  
 
Payments made to lobbying firms: 
  
With respect to the difficulty that IRS is experiencing when attempting to identify 
payments made to lobbying firms as these payments are nondeductible by the 
payer, IRPAC considered if it would be beneficial to require a special Form 1099 for 
these payments to lobbying firms, e.g., Form 1099-LOBBY. IRS should conduct a 
study to assess the level of noncompliance in this area before review of a new 
special Form 1099. 

 
M. Fraudulent Forms W-2 Result in IRS Issuing Erroneous Tax Refunds 
 Recommendation 

 
IRS officials have indicated that there has been an increasing incident of 

erroneous tax refunds being issued based on individuals’ submission of fraudulent 
Forms W-2 and/or fraudulent Forms 1099. The problem is exacerbated by the timing of 
when the refunds are issued and when IRS receives the actual employer Forms W-2 
and payer Forms 1099. Due to the statutory filing dates, individuals file returns and 
receive refunds, in many cases, in advance of the IRS’ receipt of payer data. IRS has 
taken some steps to confirm or validate individual filings that appear fraudulent. For 
example, IRS contacts the employer/payer individually by phone or fax to request a 
manual verification of a suspicious Form W-2 or Form 1099. Verification is not all 
inclusive and is very time and labor consuming for both the IRS and the 
employer/payer. Some employers have responded by providing IRS with a duplicate of 
the W-2 file submitted to the SSA. The steps can be burdensome to employers and 
payers issuing Forms W-2 and Forms 1099, and, IRPAC understands these steps have 
not been especially effective at addressing the problem. 

 
IRPAC has explored the issue and makes the following recommendations: 

 
1. IRS should study the occurrence and scope of fraudulent Forms W-2 or 

Forms 1099 that have resulted in erroneous tax refunds. This data will be 
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important to ensure that the cost and burden of any additional controls are 
outweighed by the benefit to IRS. 

 
2. IRS should team with various stakeholder groups, including SSA and IRPAC, 

prior to implementing changes that will impact individual filers, payers, service 
bureaus, software vendors, and others affected by any proposed change to 
the timing, frequency, and/or nature of information reporting. 

 
 
3. IRS should not implement any change that would increase the frequency of 

information reporting related to Forms W-2 or Forms 1099. Specifically, IRS 
should not implement quarterly wage and tax reporting as payer and payroll 
systems are configured to create and issue Forms W-2 annually, at the 
conclusion of the calendar year. Any requirement for more frequent reporting, 
e.g., quarterly reporting, would be a very significant change and unlikely to be 
implementable given that payers must gather a wide variety of data from 
other sources and vendors in order to comply to complex Form W-2 reporting 
requirements, e.g., fringe benefit, retirement plan, and health care information 
must typically be collected from non-payroll sources for Form W-2 reporting 
purposes. 

 
 
4. If more restrictive filing deadlines are considered, IRS should work with 

stakeholder groups to determine if shortening the timeframe for reporting 
employer/payer information would be feasible, and, if so, if that change would 
improve the IRS’ ability to reduce the occurrence of erroneous tax refunds 
being issued based on individuals e-filing fraudulent returns. For example, 
employers have until March 31 to e-file Forms W-2 data with the SSA. It could 
be determined that these returns could be filed sooner, for example, February 
15. However, IRS should note that Forms 1099 are unlikely to be able to be 
filed more quickly due to information gathering and processing issues related 
to Forms 1099.   

 
 
5. IRS should work with stakeholders in the payer and information reporting 

communities to assess if a reduction to the threshold of returns required for e-
filing would be helpful in reducing instances of fraudulent tax refunds. IRPAC 
recognizes that any such change would likely require a legislative change. 
Currently, employers and payers issuing more than 250 Forms W-2 are 
required to file electronically with the SSA. IRS should evaluate whether 
lowering this limit would reduce fraud. A change to the limit below 50 Forms 
W-2 would likely have an adverse taxpayer burden impact on small business. 
Even a less dramatic reduction could have a negative impact. IRS should 
work with SSA to increase the number of Forms W-2 that employers can file 
free of charge through the SSA website from the current limit of 20 forms to a 
greater number, e.g., 50 forms.  Such a change might be helpful since we 

  
38



Employee Benefits and Payroll Subgroup  

understand that there has been a greater incidence of fraudulent returns and 
reporting errors with paper Forms W-2. Currently, approximately 40 million 
Forms W-2 are filed on paper. IRS should also encourage its stakeholders 
who are software vendors working with Form W-2 filings to enhance output 
files sent to SSA to enable more seamless filing of Forms W-2.  These 
suggestions are aimed at addressing the concern that employers, especially 
small business, could be impacted with increased burden if the threshold was 
lowered.   

 
  
6. IRS should work with SSA to assess how changes to reporting between the 

two agencies could be made that will help reduce fraud while not increasing 
taxpayer burden. 

 
 
7. IRS should consider if receipt of a simple data file for Form W-2 verification 

could be helpful in reducing the number of fraudulent tax refunds.  The 
suggestion is that the employer could, at the employer’s option, send a 
stripped file to IRS (Name, SSN, and EIN) to allow the IRS to verify the 
existence of the Form W-2 prior to issuance of a refund.  The suggestion is 
that the employer could issue this stripped file annually in early January to 
IRS (the file would not include wage and tax information).  The return to the 
employer of sending this file is that the IRS would not contact the employer 
via phone or fax requests for individual Form W-2 verification.  

 
 
8. Alternatively, employer could, at the employer’s option, send a duplicate file to 

IRS (in the same format and at the same time as sent to SSA) for verification 
only. This would allow IRS to verify the W-2 prior to issuance of any refund. 
The return to the employer would be that it would eliminate IRS contacting via 
phone or fax requests for Form W-2 verification after file was received. 
Currently, some employers are doing this with IRS. However, this may not be 
especially helpful since the employer filing to SSA is currently not required 
until March 31.  

 
 
9. IRS should work with stakeholder groups to determine additional algorithms 

of data combination, and situations that, if reported on a Form 1099 or Form 
W-2, could suggest that there is a fraudulent return. IRS’ systems could be 
programmed to catch such potential problems and avoid issuing a fraudulent 
tax refund. Review with stakeholder groups might alert IRS to situations that 
IRS had not previously contemplated. 
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Discussion 
 
Employers are required by law to file Forms W-2 to the SSA by February 28 

following the close of the tax year. The filing deadline is March 31 if the employer e-files 
these Forms W-2 to the SSA. The SSA processes the data and performs a number of 
edit and validation routines to scrub and perfect the data to ensure that the data is as 
accurate as possible prior to posting the individual records to the SSA’s database and 
before passing the data to IRS. IRS starts receiving Form W-2 data weekly from SSA in 
January following the close of the tax year, but most of the data is not received until 
March or April. The timing of when the data is available to IRS for use in field audits is 
key to IRS being able to identify potentially fraudulent Forms W-2 prior to issuance of an 
erroneous tax refund. 

 
Employer/payer and individual filing due dates and filing requirements are set by 

law.  Employers and payers have established business processes and systems geared 
to compliance with these legal requirements. U.S. taxpayers are accustomed to filing 
individual tax returns by April 15 and many are accustomed to filing as early as possible 
(e.g., in early to mid-January) in order to obtain their tax refunds as quickly as possible.  

 
IRPAC understands that the problem with issuance of fraudulent tax refunds 

should be addressed. However, many stakeholders may be affected by changes aimed 
at reducing fraudulent tax refunds. Changes that would impact employer/payer 
responsibilities, business processes, and systems, and changes that would impact 
individual taxpayers’ early receipt of their refunds are major changes that would require 
thorough exploration with stakeholder groups and evaluation of the costs and benefits of 
any such change. IRPAC welcomes the opportunity to work with IRS on these important 
issues. We note that this issue should also be considered as the Commissioner’s vision 
of real-time returns is studied. 

 
N. TIN Masking on Payee 1099s 
 
Recommendation 

 
IRPAC recommends that the optional TIN masking pilot program set forth in 

Notice 2009-93, and extended in Notice 2011-38, be made permanent, and expanded 
to cover:  (1) other types of payee statements (including Forms 3921, Exercise of an 
Incentive Stock Option Under Section 422(b), 3922, Transfer of Stock Acquired Through 
an Employee Stock Purchase Plan Under Section 423(c),and  W-2 (although we 
understand that a statutory change is required for this change), (2) electronically 
furnished payee statements, and (3) truncation of a payee's EIN.  

 
Discussion 

 
Please see IRPAC's 2010 Report and our comment letter dated December 17, 

2009, for additional information.  
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A. Tax Credit Bonds 
 
Recommendations 
 

To establish a robust system of information reporting with regard to tax credits 
earned on tax credit bonds issued under IRC § § 54, 54A, 54AA or 1400(l) IRPAC 
recommends that the IRS adopt an approach in which middlemen and other nominees, 
bond issuers, and taxpayers report sufficient information to allow the IRS to ensure that 
the tax credits available to the beneficial owners are not over claimed. To the extent 
possible, this should be accomplished by relying on information that is available to each 
party without extraordinary efforts and without creating data flows that are superfluous. 
Central to this objective is the unique identification of entitlement in the information 
returns and tax returns that are filed through a chain of nominees. Toward that end 
IRPAC specifically recommends: 

 
1. Removal of the quarterly identifier from Form 1097-BTC. (Bond Tax 

Credit) 
IRPAC believes that the current draft of Form 1097-BTC  should be 
modified to exclude the unique identifier associated with each credit 
allowance date in favor of a single box for account number or equivalent 
established by the filer. When this value is considered in conjunction with 
the combination of the filer’s employer identification number (EIN), the 
taxpayer identification number and the credit allowance date, it creates a 
unique index through which associated aggregate value of tax credits may 
be sufficiently tracked. 

 
2. Careful consideration of the granularity required for annual reporting 

that will be matched to the taxpayer’s return 
Form 1097-BTC is intended to be furnished to the beneficial owner on a 
quarterly basis and filed with the IRS annually. IRPAC, therefore, 
additionally recommends that in developing the associated electronic filing 
requirements for issuers of Form 1097-BTC the granularity of the data is 
carefully considered. For example, if taxpayers will not be required to 
separately account on a tax return for the tax credits associated with each 
calendar quarter, there would be no need to require anything beyond annual 
totals on the filing with the IRS of the 1097-BTC because no opportunity for 
quarterly reconciliation exists. 

 
Discussion 
 

Tax credit bonds and the associated stripped tax credits present a variety of 
challenges for information reporting. IRPAC has previously provided substantial 
commentary on this topic that was incorporated into the 2010 Public Report. For 2011, 
consultations with the IRS were limited to the reporting regime for tax credits.   
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The discussions on this topic are ongoing. Most recently, IRPAC agreed to 
provide additional recommendations regarding the following related questions. 

 
1. Trade fails 

For a contracted sale of a tax credit bond, what are the implications if the 
seller has failed to deliver the bonds to the buyer and a credit allowance 
date passes? Are there substitute tax credits? How should they be 
reported? What is the impact to the IRS attempt to account for all credits 
being claimed? 

 
2. Enterprise level reconciliation 

Part of the projected approach to tracking tax credit claims is to have 
taxpayers provide an annual reconciliation with their tax returns. What is the 
most reasonable and effective approach for taxpayers such as financial 
institutions that are both beneficial bond owners as well as a nominee for 
other beneficial owners to whom they have reported tax credits on Form 
1097-BTC?  

 
3. Corrections 

Form 1097-BTC as currently structured contains the usual IRS convention 
of a check box at the top of the form to indicate when a form is a corrected 
version. The 1097-BTC is unique because payers are required to report 
quarterly to beneficial owners, but only annually to the IRS. Further, the 
form has a separate box for the amount of tax credit applicable to each 
calendar quarter. What is the most effective way to distinguish to a recipient 
whether a correction reflects a change to a previous quarter or reflects a 
corrected annual filing with the IRS? 

 
Issues regarding information returns for accruals of original issue discount (OID) 

on stripped tax credits remain a work in progress. IRPAC provided recommendations to 
the IRS on this matter in 2010 and looks forward to contributing to development of a 
successful reporting regime for these and other tax credit bond events in 2012. 
 
B. Form 1099-B Modifications 
 
Recommendations 
 

Cost basis regulations have introduced several new concepts and reporting 
requirements which call for changes to the Form 1099-B, Proceeds From Broker and 
Barter Exchange Transactions, and amended guidance for substitute forms (payee 
statements) in IRS Publication1179, General Rules and Specifications for Substitute 
Forms 1096, 1098, 1099, 5498, W-2G, and 1042-S. IRPAC has made many 
recommendations to the 1099-B and substitute form instructions, as well as the 
corresponding Schedule D, Capital Gains and Losses, and Form 8949, Sales and Other 
Dispositions of Capital Assets, to be part of the taxpayer's Form 1040 filing. The key 
comments on Form 1099-B are set forth below: 
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1. Exempt inclusion of certain gains and losses on the 1099-B and expand 

instructions to explain when offsetting the basis from gross proceeds 
would not result in the correct taxable gain or loss.  The larger number of 
these events involve reorganizations, but there are other cases such as after 
certain short sale adjustments and when involving certain S Corporation 
transactions, to name a few in a fairly long list that was outlined in IRPAC's 
initial comments in 2009 Public Report. IRPAC provided the IRS with several 
examples where the end result would be different from the instructions. The 
initial 2011version of Form 1099-B included a box for reporting the gain or 
loss on a tax lot closed during the year. The corresponding instructions 
advised the recipient that the reported amount was the result of the difference 
between reported gross proceeds and the reported cost basis. Ultimately, the 
IRS removed the requirement to report the amount of gain or loss entirely. 

   
2. Provide the payer community instructions with examples for reporting 

reorganizations. Although the box for reporting gains or losses was 
removed, instructions with examples are still needed to assist the payer 
community in correctly reporting transactions involving reorganizations. The 
final version of the cost basis regulations [Reg. §1.6045-1(a)] makes clear 
that shares distributed in a reorganization can be "covered" for cost basis 
reporting. In addition, taxable payments (boot) remain reportable on the 
1099-B. IRPAC has explained to the IRS the diverse industry practices and 
has provided the IRS with the examples that need to be addressed in 
instructions to assist payers in correctly and uniformly handling these 
events. 

 
3. IRPAC maintains its recommendation that the payee instructions to 

the 1099-B specifically acknowledge that the recipient might not be 
able to independently compute the amount of gain or loss using 
information found solely on Form 1099-B, such as in the context of wash 
sales that occur in several accounts or between accounts held at different 
institutions, and to clearly state that it is the taxpayer's responsibility to file a 
correct tax return. 

 
4. Make the substitute payee statement instructions flexible enough to 

accommodate information beyond the requirements of the official form 
under the new cost basis provisions. In addition to phasing in cost basis 
reporting over three years, the legislation established the concept of 
covered and noncovered tax lots. Reporting requirements differ for the two, 
with the more rigorous requirements applying to covered lots. In many 
instances filers may have information that is useful to the taxpayer, but is 
not required on the Form 1099-B. Revenue Procedure 2009-49 (the most 
recently published guidance for substitute Forms 1099) prohibited the 
inclusion, within a substitute form, of information not required by the official 
form, and if the instructions remain the same, the payer community will be 
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forced to supply cost basis information in several places in their yearend tax 
statements to their clients or even in separate mailings.  This will make for a 
very burdensome filing process and may result in the taxpayers filing an 
incorrect return. IRPAC recommends, therefore, that filers of substitute 
forms be permitted to display information that is not required by the form or 
is not reported to the IRS due to the lot’s noncovered status along with the 
required information as long as the statement clearly reflects what is being 
filed with the IRS.   

 
5. IRPAC continues to recommend that the IRS provide corresponding 

guidance on disclosures and descriptions used to alert form recipients 
which information is not reported to the IRS. With this flexibility, filers will 
be able to make clear what type of transaction (merger, tender, put, sale, 
etc.) is being reported, include any special considerations such as the 
redemption of a contingent payment debt instrument, indicate whether the 
amount reported reflects option premium, identify the lot relief method 
employed and annotate complex corporate actions.   

 
6. With only a few months left in 2011, flexibility in substitute form 

instructions will be important as the payer community works through 
their own systems to comply with fairly complex cost basis reporting 
requirements. Over the next few years every filing season will bring new 
limitations which will make substitute form development difficult. For 2012, 
mutual funds and dividend reinvestment plan shares become covered, and 
reporting debt obligations and options will be required in 2013. This 
information is already covered in many payer yearend tax statements. 
Although the return preparer community has asked that the payee 
statement be made uniform, IRPAC notes that cost basis information has 
been supplied for decades and that many systems are fairly sophisticated 
and are different. Many will not be able to conform to radical changes in 
their layouts except over time. Flexibility will be very important as we move 
forward. 

 
7. Specifically, IRPAC recommends allowing the format of substitute 

Forms 1099-B to logically group information into sections such as 
long term and short term rather than provide repetitive, distinct 
declarations on each reported item. When designing substitute Forms 
1099-B, there are several required elements that would best serve as the 
foundation for sorting and grouping reportable  amounts rather than as data 
elements that are repeated line after line. In lieu of an indication of a term on 
each line item, the section in which like tax lots were grouped would be 
clearly labeled as “long-term” or “short-term.” Within these groupings, 
designation of whether basis is reported to the IRS should also be handled 
in this manner. Similarly, allowing CUSIP number and security description to 
appear a single time within a section as the heading to a series of closing 
transactions for that security creates an efficient presentation for the 
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recipient and also frees space within each line for reporting the newly 
required data elements of date of acquisition and cost. With reporting on a 
tax lot rather than transaction level, these considerations have greater 
importance because they have a moderating effect on the inevitable 
increase in printed pages. Any official guidance that helps to restrain cost 
and environmental impact (cutting down the paper bulk and mailing cost) 
while providing taxpayers with a robust substitute information return is 
welcome. IRPAC provided a mockup of a substitute Form 1099-B to 
illustrate these points. [See APPENDIX C] 

 
8. To more accurately describe the information found on Form 1099-B, 

IRPAC recommends removing reference to price (a unit concept) in favor 
of proceeds (a transaction concept).   

 
9. References on Form 8949 should be changed to reflect whether cost 

basis was reported to the IRS rather than whether it appears on the 
1099-B. Recognizing the additional data reported on Form 1099-B, the IRS 
introduced Form 8949, an adjunct to Schedule D that a taxpayer includes 
with his or her return. The initial draft of Form 8949 distinguishes between 
items for which cost basis appears on the 1099-B and items for which it 
does not. In light of the need for flexibility to include items on the payee 
statement (substitute 1099-B) that are not reported to the IRS as explained 
above, IRPAC recommends that references on Form 8949 be changed to 
reflect whether cost basis was reported to the IRS rather than whether it 
appears on the 1099-B. 

 
Discussion 

 
The most recently published instructions for filers of Form 1099-B provide an 

initial indication of the IRS’s concurrence with these initiatives and IRPAC looks forward 
to their incorporation into the more formal guidance of Publication 1179 for 2011. 
 

Regulations covering inclusion of cost basis and other related information on 
Form 1099-B have created a new paradigm for information reporting. Previously, sales 
of securities (or other dispositions) were reported to the IRS at the transaction level. Any 
number of tax lots owned by an investor could be sold and reported as a single 
transaction. Of course the tax liability had to be calculated by the taxpayer on a lot by lot 
level and many financial service firms provided, as a courtesy, a separate, more 
granular report to their clients to assist with that responsibility.   
 

With the advent of the new cost basis regulations, the style of reporting that was 
previously provided as a courtesy essentially becomes the requirement, raising the 
need to distinguish between covered and noncovered lots as defined by the regulation. 
The report that financial service firms have been providing to their customers 
collectively contains both covered and noncovered securities and to comply with the 
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new reporting requirements governing substitute/composite statements may pose a 
variety of challenges. 
 

Information that is needed by the taxpayer to complete Schedule D and Form 
1040 will sometimes be required by Form 1099-B and sometimes will not. This 
distinction is understandable as it provides different requirements for covered and 
noncovered lots during the transition to more robust 1099-B reporting. There are many 
instances, however, where brokerage firms have information available that should be 
presented to the payees regardless of whether there is a regulatory requirement. This 
information consists primarily of the data elements that are required for covered tax lots. 
There is no logical reason to segregate this information, creating a mixed bag 
presentation of information. Consider an investor that sold in a single transaction, a 
covered and a noncovered lot of the same security which both result in long term capital 
gains. When completing his or her tax return, should that investor be required to find the 
relevant cost basis information in separate places in a single document? Would such a 
presentation improve the chances of the investor reporting the gain or loss correctly? 
IRPAC believes that the flexibility to present each of these in the same way, in the same 
document organized to coincide with the tax return requirements is essential.  
 

We also note that in recent years information reporting requirements have 
introduced considerable flexibility in the presentation of complex information similar in 
scope to the new requirements of the 1099-B. Consider, for example, reporting for 
Widely Held Fixed Investment Trusts (WHFITs) as described in § 1.671-5(e). Under 
these regulations, trustees or middlemen are not required to provide a payee statement. 
Rather, the requirement is that for a trust interest holder (TIH) for whom a 1099 is filed 
with the IRS a “written tax information statement” must be supplied. This statement is 
required to include all the information contained in the Forms 1099 and “…any other 
information necessary for the TIH to report, with reasonable accuracy for the calendar 
year…” items of income, credit or expense to which he or she is entitled. This broad 
language (along with the introduction of the additional written statement in lieu of a 
payee statement) seems to be acknowledgement that inclusion of relevant detail and 
representation of the information for certain investments should not be artificially 
constrained. 
 

IRPAC, with the recommendations contained herein, is seeking to reconcile the 
willingness of the financial services firms to serve taxpayer needs with the IRS’s 
requirements for arrangement and presentation of information on substitute/composite 
Forms 1099-B. 
 
C. Business Master File – Address Change Procedures 
 
Recommendation 
 

The business address shown on the IRS Business Master File (BMF) should be 
static and be changed only by specific written request. Further, the structure of the BMF 
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should be changed to allow multiple addresses for one company based on departmental 
functions. 

 
Discussion   
 

Currently the business address shown on the IRS BMF is changed every time a 
return is filed. Since most companies file multiple types of returns with the IRS on a 
regular basis, the address on the BMF is being changed every time. This presents a 
major problem to businesses that use different mailing addresses for each department 
that files a particular form for the company. For example, the payroll department that 
files Forms 941, 940, etc. quarterly and the annual Form W-2 has one address. The 
department that files the annual corporate tax return Form 1120 may have a different 
address. Still another department may handle the filing of information return Forms 
1096 Annual Summary and Transmittal of U.S. Information Returns, 1099, Certain 
Information Returns, etc. using yet a different address depending on where that 
department is located. Since the IRS sends its correspondence to the last address 
shown on the BMF, notices are being sent to the wrong department on a regular basis 
thereby causing undue delay in correspondence getting to the proper person in the 
company.  

 
Further it has been discovered that the BMF is being updated any time the IRS 

receives any “clear and concise written correspondence.” As an example, an individual 
who had an account at a large bank wrote a letter to the IRS referring to the bank’s 
corporate name and EIN. Based on the address shown on the correspondence, the IRS 
changed the corporation’s mailing address on the BMF to the individual’s mailing 
address. As a result of this erroneous change of address, all of the bank’s mail was then 
sent to the individual account holder. This is an obvious example of a serious problem 
with the breach of privacy and confidentiality laws as well as causing an undue delay in 
actually getting the IRS notices concerning the corporation to the correct address for the 
corporation. 

 
The problem lies with IRS Revenue Procedure 2010-16. This procedure states in 

part, that “the address shown on ANY form of written correspondence received by the 
IRS updates the address on the BMF.” The Burden Reduction sub-group had a 
discussion with IRS personnel from the Service Centers. It was determined that there is 
inconsistent treatment of the address updates in the pipe line process. 
 

Some of the more experienced employees that are aware of the problem, have 
by-passed the system requirements to update BMF address by only updating an 
address when a specific box is checked as applicable on various forms received. While 
still others are changing the address every time a return is filed as required by the 
Revenue Procedure cited above. We were told by IRS Service Center personnel that 
there have 12 projects trying to deal with this issue since 2008 and that there is still no 
clear resolution. 
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Burden Reduction Subgroup Report 
 

We reviewed the draft version of Form 8822-B, Change of Address – Business, 
to be released to the public on January 1, 2012. This form allows for a mailing address 
and a business location address. However, it does not allow for multiple mailing 
addresses based on department function. 
In its October 2010 report, IRPAC recommended some of these same changes to be 
made. The way this process is being handled, it could lead to privacy issues. 
 

This issue was also discussed with Nina Olson and her associates with the 
National Taxpayer Advocate’s Office. Their office is finding that taxpayers are not 
receiving their mail timely or sometimes not at all due to this BMF address problem. 
They have named this as one of their “Critical Issues” for 2011. 

 
We believe that the current BMF system is structurally inadequate for the task. 

There simply are not enough fields to report multiple address for one corporation based 
on departmental functions. 
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Emerging Compliance Issues Subgroup 

 

A. IRC § 6050W and Form 1099-K Reporting 
 

Recommendations 
 

On September 9, 2011, the IRS released a new draft of Form 1099-K, Merchant 
Card and Third Party Network Payments. This version of the form requires payment 
settlement entities to provide a Merchant Category Code (MCC) for each participating 
payee. IRPAC is troubled by this late draft which contains a significant modification. Due 
to the lateness of the current draft form IRPAC recommends that reporting on Form 
1099-K be optional for payment card transactions that occur in 2011. Delayed reporting 
is warranted because: 

 
1. Not all payment settlement entities use the MCC system. The MCC system is 

almost if not exclusive to Visa and MasterCard but not used by all types of 
PSEs (payment settlement entities). 
 

2. Only one code is used per merchant. Very large vendors may have multiple 
MCCs the form is asking for the primary code (see Pub 1220, Specifications 
for Filing Forms 1097-BTC, 1098, 1099, 3921, 3922, 5498, 8935, and W-2G 
Electronically, Form 1099-K beginning on Pg 291). 

 
3. The MCC system is merchant specific and not transaction related so 

transactions should not be compared to MCC. 
 
4. The code may exist but not all have access to the code (non-VISA & 

MasterCard, third party network organizations etc.) 
 
5. Adding the MCC is a significant form change that is too late to be 

implemented into the current technology being used to produce Form 1099-K. 
 

In addition to the issues highlighted by the late draft form outlined above, IRPAC 
makes a number of additional recommendations related to IRC § 6050W and Form 
1099-K. Most of the recommendations relate to the need for additional guidance. These 
recommendations are set forth below as numbered items. 

 
1. IRPAC recommends that the IRS provide additional official guidance (e.g., 

revenue rulings, notices, revised regulations) to further address open 
questions regarding IRC § 6050W. Official guidance is necessary to address 
open questions regarding the meaning and scope of the terms in the statute 
and Treasury Regulations.    

 
2. IRPAC urges Treasury and the IRS to make reporting on Form 1099-K 

optional for 2011. Due to the substantial open and unresolved questions not 
yet addressed by the IRS regarding the scope and application of the law and, 
as a consequence, the lack of sufficient time for reporting organizations to 
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establish systems and controls to comply, implementation of reporting under 
IRC § 6050W for 2011 should not be required until at least 2012 or later, 
depending upon when the IRS’s issues essential guidance in a format that 
can reasonably be relied upon (e.g., regulations, notices, revenue rulings) by 
those responsible for investing substantial financial resources in the systems 
necessary to carry out these rules. Late changes are also evidently being 
made to the draft 2011 Form 1099-K related to MCCs. It is not possible for 
reporting organizations to report data that they have not previously been 
instructed to collect and compile, particularly not at the end of the reporting 
year. Moreover, as we explained in our 2011-2012 Guidance Plan IRPAC 
Comment Letter ( See Appendix A), programming changes take many 
months for reporting organizations to effectuate, and the IRS needs to build 
additional time into the process to allow reporting organizations to collect 
information and make necessary changes. Thus, with the tremendous 
uncertainty and upheaval related to the 2011 Form 1099-K and related 
uncertainty regarding the rules, IRPAC strongly recommends that 1099-K 
reporting be made optional for 2011.  

 
3. Key terms integral to the meaning of “third party payment network” must be 

defined in official guidance in order for reporting organizations to reasonably 
apply the rules. These terms include “central organization,” “guarantee,” and 
“substantial number of providers of goods or services.” IRPAC’s detailed 
recommendations related to the definition of these terms can be found in its 
March 28, 2011, comment letter in Appendix D. 

 
4. The definition of “third party payment network” can be interpreted broadly to 

include transactions not apparently considered by Congress when it drafted 
the statute. Guidance should be issued to clearly set forth the IRS’s 
understanding of the scope of the statutory and regulatory language to 
various arrangements that involve three parties but may not constitute a “third 
party payment network.” For example, guidance should address whether 
certain common three-party arrangements involving the transfer of accounts 
receivable constitute third party payment networks for purposes of Form 
1099-K reporting. 

 
5. IRPAC believes that certain three party transactions should remain reportable 

under IRC § 6041. These include transactions in which payments are made 
on behalf of another person under Treas. Reg. § 1.6041-1(e), such as 
arrangements involving certain self-funded health plans and accounts 
payable processing arrangements (both related-party shared-services 
arrangements and third-party total-outsourcing arrangements). The final IRC 
§ 6050W regulations provide that in all instances in which transactions are 
otherwise subject to reporting under both IRC § 6041 and IRC § 6050W, the 
transaction must be reported under IRC § 6050W and not IRC § 6041. IRPAC 
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recommends that Treasury and the IRS grant certain limited exceptions to 
this rule. See IRPAC’s March 28, 2011, comment letter in Appendix D. 

 
6. Guidance is necessary to address how the transaction-based reporting 

approach applicable in the payment card context applies to arrangements 
involving third party payment networks. The narrow scenarios applicable in 
the payment card context are not easily or readily applied to the varying 
scenarios that can arise in the context of third party network transactions. 
Guidance is needed to address reporting in this area, particularly in cases 
such as payments for medical services where amounts invoiced by 
physicians often bear little, if any, relationship to the amounts ultimately 
received in satisfaction of the invoice.  

  
7. The documentation requirements for U.S. payers to foreign merchants should 

be relaxed to conform to the requirements for non-U.S. payers.1  
 

8. Additional time to report on Form 1099-K should be permitted for the deemed 
participating payee under aggregated payee arrangements because the date 
on which reporting is required by the deemed participating payee to related 
aggregated payees is the same date as the date on which the Form 1099-K is 
due to the deemed participating payee from the payment settlement entity. 

  
9. Guidance is needed to identify the entity deemed to be the payment 

settlement entity when there are multiple payment settlement entities. There 
is tension between the language of the preamble under “payment settlement 
entity” and the language in Treas. Reg. § 1.6050W-1(a)(4)(ii). In particular, 
the last sentence of the second paragraph of the preamble provides, “[t]he 
final regulations clarify that the entity that makes a payment in settlement of a 
reportable payment transaction is the entity that actually submits the 
instruction to transfer funds to the account of the participating payee to settle 
the reportable payment transaction” whereas Treas. Reg. § 1.6050W-
1(a)(4)(ii) provides “[i]f two or more persons qualify as payment settlement 
entities . . . with respect to a reportable payment transaction, then only the 
payment settlement entity that in fact makes payment in settlement of the 
reportable payment transaction must file the information return required by 
paragraph (a)(1) of this section.” Stated differently, the preamble emphasizes 
“submitting the instruction to transfer funds” while the actual regulation 
emphasizes “in fact makes payment.” This has caused confusion in certain 

 
1 Some relief has been provided regarding the documentation required to be obtained by U.S. payers 
from foreign merchants under Treas. Reg. § 1.6050W-1(a)(5). See IRS Notice 2011-71; 2011-37 IRB 1. 
This relief will require U.S. payers to search their business records for indicia of U.S. status for accounts 
with non-U.S. addresses. The Notice, while providing relief, imposes a significant due diligence 
requirement with only four months remaining in the reporting year. 
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arrangements in which the instruction to transfer funds and the actual transfer 
of the funds are performed by separate entities.  

 
10. Guidance is needed to clarify whether an electronic payment facilitator can 

also be a payment settlement entity. Clarification is necessary because 
questions regarding which party is liable for reporting failures are arising 
when electronic payment facilitators are involved in processing transactions. 
There seems to be overlap related to the rules regarding multiple payment 
settlement entities and electronic payment facilitators. Clarification regarding 
how these roles interact is necessary to address questions of liability related 
to proper reporting of transactions. 

 
11. The final regulations contain an address rule for U.S. payers with pre-existing 

contracts with participating payees with non-U.S. addresses. The regulations 
permit a payment settlement entity that is a U.S. payer to treat accounts as 
non-U.S. (not subject to reporting or withholding) if a contract was entered 
into on or before December 31, 2010. As a result, U.S. payers and non-U.S. 
payers are not required to obtain proof of the account’s non-U.S. status 
(Forms W-8BEN, Beneficial Owner's Certificate of Foreign Status for U.S. Tax 
Withholding, etc.). The regulations require U.S. payers to obtain proof of the 
account’s non-U.S. status if there is a material modification to the contract. A 
mere renewal is not considered a material modification. Many payment 
settlement entities frequently renew or modify the terms of payment card 
arrangements. For example, the interest rate or the frequency of payment can 
change several times in a year. IRPAC recommends that the IRS provide 
guidance related to what constitutes a material modification. This guidance 
should provide a definition of the term “material modification,” together with 
illustrative examples. 

 
Discussion 
 

IRC § 6050W and the related Treasury Regulations require the reporting of two 
significant classes of transactions, payment card transactions and third party network 
transactions, on newly created Form 1099-K. Payment card transactions are any 
transactions in which a payment card (or any account number or other indicia 
associated with a payment card) is accepted as payment. Payment cards include credit 
cards and stored value cards, which are cards with a prepaid value including gift cards. 
Third party network transactions are any transactions settled through a third party 
payment network. A third party payment network is any agreement or arrangement that 
(a) involves the establishment of accounts with a central organization by a substantial 
number of providers of goods or services who are unrelated to the organization and who 
have agreed to settle transactions for the provision of the goods or services to 
purchasers according to the terms of the agreement or arrangement; (b) provides 
standards and mechanisms for settling the transactions; and (c) guarantees payment to 
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the persons providing goods  or services in settlement of transactions with purchasers 
pursuant to the agreement or arrangement.   
 

Final Treasury Regulations under section 6050W were issued on August 16, 
2010, and the reporting rules became effective on January 1, 2011. See T.D. 9246. 
Backup withholding in connection with transactions under IRC § 6050W becomes 
effective on January 1, 2012. In contrast to information reporting returns that have 
existed for many years (e.g., Forms 1099-MISC, Miscellaneous Income etc.), the Form 
1099-K requires a monthly breakdown of the amounts required to be reported and the 
reported amounts seem to be based upon a transactional approach rather than upon 
actual payments.   

The transition to reporting rules under IRC § 6050W is an exceptionally 
challenging one for both the IRS and reporting organizations. The drafters of the 
Treasury Regulations had to address an overwhelming number of challenging policy 
and drafting issues, including very broad statutory language regarding third party 
networks. IRPAC believes that the drafters at IRS and Treasury did a commendable job 
in discharging their responsibilities and developing a foundation from which IRC § 
6050W reporting can ultimately be launched. Nevertheless, IRPAC believes that 
additional guidance is urgently needed before the rules under IRC § 6050W become 
mandatory for reporting organizations. It cannot be emphasized enough that reporting 
under IRC § 6050W constitutes a sea change for reporting organizations, and many 
reporting organizations are not only struggling to understand the rules as written, but 
whether they are even subject to the rules in the first place. Accordingly, IRPAC urges 
Treasury and the IRS to make reporting under IRC § 6050W optional for 2011 and to 
issue additional formal guidance as soon as possible in order to facilitate a smooth 
transition to IRC § 6050W reporting.     
 

A critical element to any successful information reporting system and effective 
tax administration is clarity -- clarity with respect to the scope of transactions for which 
reporting is required, clarity as to who is required to report, and clarity regarding the 
information and data that must be reported. Without clear rules, reporting organizations 
cannot implement necessary controls and procedures -- which in today’s business 
environment involve the use of expensive computer systems and even more expensive 
enterprise software -- to effectuate the information reporting returns required by the 
government. Unfortunately, despite the ongoing work of the IRS and IRPAC, there 
remain significant components of the 1099-K reporting rules that lack this level of 
clarity.2  And, with more than eight months following the effective date of the 
regulations, little has been accomplished to remove the confusion and uncertainty 
related to these rules and the reporting form has not be finalized. Accordingly, IRPAC 
strongly believes that the IRS must act quickly to address these concerns and provide 

 
2 See Treasury Inspector General for Tax Administration’s Report of July 26, 2011, entitled Plans for the 
Implementation of Merchant Card Reporting Could Result in Burden for Taxpayers and Problems for the 
Internal Revenue Service, Ref. No. 2011-40-065. 
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the needed clarifications and implementation lead-time, starting with making the 2011 
reporting optional and providing good faith transitional relief for reporting penalties. 

 
B. Information Regarding IRC § 3402(t) 3% Withholding  
 

IRC § 3402(t)(1) provides that the Government of the United States, every State, 
every political subdivision thereof, and every instrumentality of the foregoing (including 
multi-State agencies) making any payment to any person providing any property or 
services (including any payment made in connection with a government voucher or 
certificate program which functions as a payment for property or services) shall deduct 
and withhold from such payment a tax in an amount equal to 3% of such payment.   
 
Recommendations 
 

IRPAC supports the decision in IRS Notice 2010-91 to not apply withholding and 
related reporting requirements under IRC § 3402(t) to payments made by payment card 
until further guidance is issued. Prior to issuance of such guidance, IRPAC 
recommends a public comment period and hearing for proposed regulations on the 
issue of payment card reporting.   

 
IRPAC recommends exclusion from withholding under IRC § 3402(t) for 

contractual arrangements where service providers manage financial operations and 
remit a payment net of fees for services to government entities as no payment is made 
by a government entity in these situations. In many of these arrangements service 
providers would remit the withholding amount to the government entity to be deposited 
with the IRS and would provide the government entity with the related income amount to 
be reported to the IRS. Application of IRC § 3402(t) withholding rules to these 
contractual arrangements is impractical.  

 
IRPAC recommends clarification that payments for medical services made by 

insurance companies that provide administrative services for a self-funded health plan 
or a non-insurance third party administrator that performs substantially the same 
services are not subject to withholding under IRC §3402(t).   

 
IRPAC recommends a withholding exemption that allows a proportionate pass 

through of an exemption to government and tax-exempt entities that have an ownership 
interest in a service provider that fails to meet the 80% ownership test. If this cannot be 
devised, then there will need to be a rapid relief refund process developed that will 
appropriately re-divert withheld funds back to a project where it was intended to be 
deployed. 

 
Implementation of withholding under IRC § 3402(t) will require significant 

additional resources from governmental information technology (IT) departments. The 
IT market has not produced a nationwide software package leaving governmental 
entities to create their own. Accordingly, IRPAC requests that the good faith exception 
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provision has created some uncertainty regarding the continued viability of the 
information reporting exemption for commercial paper,9 which incorporates by reference 
the foreign-targeting procedures of IRC §163(f)(2)(B).  IRPAC believes that Congress 
did not intend to call into question the long-standing information reporting exemption for 
commercial paper, and believes that maintaining the existing information reporting 
exemption is important to ensure that the commercial paper market continues to 
operate efficiently.  Thus, on September 15, 2011, IRPAC submitted a comment letter 
recommending that the IRS clarify that the information reporting exemption for 
commercial paper will continue in effect following the effective date of the repeal of 
§163(f)(2)(B). (See Appendix E.) 

 

 
9  Treasury regulation §1.6049-5(b)(10). 
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IRS Notice 2011-39 – 2012 Guidance Priority List 
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Form W-2 – Reporting the Cost of Healthcare 

 



 











 
Appendix C 

 
 

IRPAC Mockup Substitute Form 1099-B 
 



 



Proceeds From Broker and Barter Exchange Transactions 
OMB No. 1545-0715 

2011 
Form 1099-B 

SHORT-TERM GAINS OR LOSSES     
8 Type of gain or loss: All transactions presented in this portion of the composite 1099-B statement represent short-term gains or losses. 

 
Date of sale or 

exchange Quantity 

Sale price 
of stocks, 

bonds, etc.*

Federal 
income tax 

withheld 
Non 

covered 
Date of 

acquisition 
Cost or 

other basis
Reported 

gain or loss
  1a   2 4 6 1b 3 7 

        
9 AKAMAI TECHNOLOGIES / CUSIP: 00971T101     
 01/12/11 700.000  9,432.58   08/23/11 9,877.00 (444.42) 
 01/13/11 200.000  2,584.87   08/23/11 2,822.00 (237.13) 
       
9 ALLIANCE CAPITAL MANAGEMENT CALL / CUSIP: 123456789   
 01/16/11 5.000  140.99   02/24/11 0.00 140.99 
       
9 COLUMBIA ACORN SELECT FD / CUSIP: 197199888      
 05/10/11 5,078.820  92,434.58   02/05/11 94,466.11 (2,031.53) 
 05/10/11 2,049.180  37,295.07   02/06/11 40,000.00 (2,704.93) 
         
9 DELAWARE HIGH YIELD / CUSIP: 245908876      
 02/05/11 17,688.670  75,000.00   VARIOUS 69,870.28 5,129.72 
 04/15/11 3,687.600  15,000.00   VARIOUS 14,566.04 433.96 
 05/17/11 4,603.110  18,000.00   VARIOUS 18,182.28 (182.28) 
 07/08/11 4,454.360  18,000.00   VARIOUS 17,594.74 405.26 
 08/25/11 1,580.510  6,464.92   VARIOUS 6,577.08 (112.16) 
       
9 ZIMMER HLDGS INC / CUSIP: 98956P102    
 07/26/04 100.000  7,379.82   07/16/11 7,747.00 (367.18) 

 * Sales price of stocks, bonds, etc. reported to IRS less commissions and option premium. 

 

This is important tax information and is being furnished to the Internal Revenue Service.  If you are required to file a return, a 
negligence penalty or other sanction may be imposed on you if this income is taxable and the IRS determines that it has not 
been reported. 
 
Where a check mark appears in column 6, the transaction is considered “noncovered” and any amounts with headings 1b, 3, 
5 or 7are provided for your reference and are not reported to the IRS.  All other amounts presented in numbered columns or 
rows for those sales are reported to the IRS as indicated in the preceding paragraph. 

 

A single line of 
description and 
CUSIP number 
for all 
transactions in 
that security. 

Additional 
legending for 
substitute 
composite payee 
statements.

NOTE:  Using 
sample data, this 
document 
represents one 
possible 
presentation of 
substitute Form 
1099-B within a 
composite 
statement.  It 
illustrates IRPAC’s 
recommendations 
regarding 
minimizing 
repetition, including 
information that is 
not required and 
incorporating 
explanatory 
language.  
 
Alternate 
presentations might 
also include items 
such as: 
 state tax withheld 
 transaction 

descriptions 
(merger, 
redemption, buy to 
close, etc.) 

 identification of 
contingent 
payment debt 
instruments 

 subtotaling by 
security 

 additional 
information 
regarding wash 
sales disallowed 

 annotation 
regarding 
corporate actions 
(e.g. proceeds 
includes fair 
market value of 
noncash 
consideration) 

 lot relief method 



Proceeds From Broker and Barter Exchange Transactions 
OMB No. 1545-0715 

2011 
Form 1099-B 

LONG-TERM GAINS OR LOSSES     
8 Type of gain or loss: All transactions presented in this portion of the composite 1099-B statement represent long-term gains or losses. 

 
Date of sale or 

exchange Quantity 

Sale price
 of stocks, 

bonds, etc.*

Federal 
income tax 

withheld 
Non- 

covered 
Date of 

acquisition 
Cost or 

other basis
Reported 

gain or loss
 1a   2 4 6 1b 3 7 

        
9 DENVER CO CITY & CNTY 5.25% 8/1/08 / CUSIP: 123456789    
 08/01/11 100,000.000  100,000.00   05/01/00 100,986.00 (986.00) 
         
9 HOME DEPOT INC / CUSIP: 437076102      
 06/04/11 300.000  10,595.80   06/10/02 11,786.95 0.00 
 5  Wash Sale Loss Disallowed (1,191.15)      

 11/15/11 300.000  12,000.00   06/30/11 11,600.00 400.00 
         
9 ISHARES TR RUSSELL 2000 INDEX FD / CUSIP: 464287655     
 08/29/11 100.000  5,859.90   7/24/2001 4,705.13 1,154.77 
 Option premium of $61.65 included in proceeds      
 08/29/11 400.000  23,439.59   7/02/2001 19,848.51 3,591.08 
 Option premium of $246.59 included in proceeds      
         
9 MEDCO HEALTH SOLUTIONS INC / CUSIP: 58405U102    
 09/25/11 100.000  4,300.00   09/30/99 2,500.00 1,800.00 
         
9 MINNEAPOLIS MN CMNTY DEV AGY 0.0% 3/1/10 / CUSIP: 603924AM3     
 08/06/11 10,000.000  9,535.00     02/05/99 7,541.20 1,993.80 
       
9 POST PROPERTIES / CUSIP: 737464107    
 7/15/2011 1,000.000  30,000.00   01/15/10 18,000.00 12,000.00 

 * Sales price of stocks, bonds, etc. reported to IRS less commissions and option premium. 

 

This is important tax information and is being furnished to the Internal Revenue Service.  If you are required to file a return, a 
negligence penalty or other sanction may be imposed on you if this income is taxable and the IRS determines that it has not 
been reported. 
 
Where a check mark appears in column 6, the transaction is considered “noncovered” and any amounts with headings 1b, 3, 5 
or 7are provided for your reference and are not reported to the IRS.  All other amounts presented in numbered columns or 
rows for those sales are reported to the IRS as indicated in the preceding paragraph. 

 

Investor friendly annotation 

A single “Box 8 
Declaration” for this 
entire section of the 
payee statement. 

Information not 
required for a 
noncovered lot.  
Presented on the 
payee statement, 
but not included 
in the FIRE 
filing with the 
IRS. 
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third party administrators) on plan qualification and employment tax 
issues.  She is a member of the American Society of Pension 
Professionals and Actuaries (ASPPA) and chair of their IRS 
subcommittee. Ms. Dold is the Chief Benefits Counsel for linksinpink 
and a former adjunct professor at Georgetown Law Center.  She has a BS 
in Accounting from the Pennsylvania State University, a JD from 
Dickinson School of Law and an LL.M. in taxation from New York 
University School of Law. (IRPAC Chairperson) 

 
Candace B. Ewell Ms. Ewell is a Tax Director at PricewaterhouseCoopers LLP in 

Washington, DC where she works with clients to ensure information 
reporting and withholding compliance. Prior to this position, she worked 
for the U.S. Small Business Administration Office of Advocacy for two 
years, as Assistant Chief Counsel for Tax and Pension Policy. Ms. Ewell 
worked in the Office of Associate Chief Counsel (Corporate) at IRS for 
four years as an Attorney Advisor. She received her J.D. from North 
Carolina central University School of Law and Her LL.M. in taxation 
from Georgetown University Law Center. (Chair, Emerging 
Compliance Issues) 

 
 
Lisa Germano Ms. Germano is President, General Counsel and co-founder of the 

Actuarial Benefits & Design Company in Midlothian, VA.  She is 
experienced working with employee benefits reporting and disclosure.  
Ms. Germano is a member of American Institute of Certified Public 
Accountants (AICPA) where she is a member of its Financial Literacy 
Commission and has recently completed a three-year term as a member 
of its Board of Directors.  She is a member of the Virginia Society of 
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Certified Public Accountants where she has served as a member of its 
Board and Executive Committee. She is past president of the Virginia 
Commission on Women and Minorities in the Legal Profession. She is a 
member of the American Association of Attorney-CPAs, the American 
Society of Pension Professionals and Actuaries and the Virginia Women 
Attorneys’ Association. Ms. Germano is an Attorney and Certified Public 
Accountant in the Commonwealth of Virginia and earned a BBA in 
Accounting from Iona College and a JD from Ohio Northern University. 
(Employee Benefits/Payroll) 

 
Rebecca Harshberger Ms. Harshberger is VP, Finance and Tax, Administrative Services, Inc. in 

Burbank, California. She has over 10 years experience in tax information 
reporting working for a company with over 85 clients reporting payroll 
taxes in all 50 states. She works directly with state, federal and foreign 
revenue agencies, state unemployment insurance agencies and motion 
picture studio tax departments to ensure payroll and information 
reporting compliance for film credits and incentives. Ms. Harshberger is 
on the Board of directors of the Los Angeles Chapter of the American 
Payroll Association. She is a member of APA, a Certified Payroll 
Professional and teaches the LA CPP prep course. She has a BS in 
Business Administration from San Diego State University. (Emerging 
Compliance Issues) 

 
C. Leonard Jacobs Mr. Jacobs is Manager, Tax Agency Relations at Intuit Inc. in Reno, 

Nevada. He has worked with corporate accounting, employment tax 
compliance and reporting, and payroll and tax systems. Mr. Jacobs is a 
member of the National Payroll Reporting Consortium, American Payroll 
Association, and serves on the board of advisors to the Bureau of 
National Affairs Payroll Administration Guide. He received a BS in 
accounting from Southern Illinois University. (Vice-chair IRPAC, 
Chair, Employee Benefits/Payroll) 

 
Anne W. Jetmundsen Ms. Jetmundsen, CPA is a Tax Advisor to the University of South 

Florida in Tampa, Florida. She advises the University on payroll, 
purchasing and accounts payable and information reporting obligations. 
She has taken a leadership role in the state university system and served 
as Chair of the Taxation Subcommittee of the Inter-institutional 
Committee on Finance and Accounting (ICOFA). She is a member of 
the Tax Council of the National Association of College and University 
Business Officers (NACUBO). Ms. Jetmundsen has a BS in Accounting 
and a Master of Tax Accounting from the University of Alabama. 
(Emerging Compliance Issues) 

 
Tony Y. Lam Mr. Lam, a CPA and attorney, is Vice President and Associate Tax 
 Counsel at T. Rowe Price Associates, Inc. in Owings Mills, Maryland.  
  His current position covers tax matters for the company’s investment 
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products.  He addresses the legal requirements of tax information 
reporting and withholding for millions of investor accounts and 
retirement plan participant accounts both domestic and foreign. He is a 
member of the firm’s steering committee, advising on cost basis 
reporting. Mr. Lam is a member of the Investment Company Institute’s 
Tax Committee. He received a BA from the University of Hong Kong, 
an LLB from the University of London, a JD from Seton Hall University 
and an LLM in taxation from New York University. (Employee 
Benefits/Payroll) 

 
Jerri LS Langer         Ms. Langer is a founding member of Cokala Tax Information Reporting 

Solutions in Ann Arbor Michigan. She is an information reporting and 
withholding consultant who provides a wide range of tax advisory 
services to many Fortune 500 companies around the world.  She was a 
founding member of the National Association of Tax Reporting and 
Payroll Management (NATRPM), serving as the Government Relations 
Coordinator on the Board of Directors. This is her second IRPAC 
appointment; she previously served in 1999-2000. Ms. Langer authors the 
AAPA Guide to Accounts Payable, the Aspen Publishers’ Ohio Payroll 
Guide and the California Payroll Guide as well as contributes to Aspen’s 
The Payroll Answer Book, all widely circulated publications. Ms. Langer 
has a BA, a JD and LL.M in Taxation from the University of Florida and 
is a member of the Michigan and Florida Bars. (Emerging Compliance 
Issues) 

 
Anne C. Lennan Ms. Lennan is President of the Society of Professional Benefit 

Administrators in Chevy Chase, MD, which represents 300 Third Party 
Administration employee benefit firms across the US. She has over 20 
years experience as an advisor to employee benefit plans and a liaison 
between TPA firms and federal government agencies. She has worked on 
benefit issues impacting large corporations, small businesses, union plans, 
state and local government plans, and association-sponsored plans. Ms. 
Lennan is a member of Women in Government Relations and the 
International Society of Certified Employee Benefit Specialists. She co-
founded an educational software company. She has a BA from 
Vanderbilt University, and is a Certified Employee Benefit Specialist. 
(Employee Benefits/Payroll)   

 
Emily L. Lindsay        Ms. Lindsay is Director of the Master of Science in Accounting Program 

at American University, Kogod School of Business, where she also 
teaches graduate and undergraduate accounting courses. She worked for 
Marriott International, Inc. in Bethesda, MD for over 20 years where she 
was Vice President, Corporate Accounting Services.  She is a member 
and Vice President of the American Payroll Association and past chair of 
their Legislative Issues Committee and Subcommittee on New 
Technology. Ms. Lindsay is a member of the Maryland Association of 
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Certified Accountants. She is a past member of the IRS Electronic Tax 
Administration Advisory Committee (ETAAC) and the IRS Advisory 
Council (IRSAC). She is a CPA and has a BA from Dickinson College 
and a MS in Accounting from American University. (Employee 
Benefits/Payroll) 

 
Michael M. Lloyd Mr. Lloyd is Member in the law firm of Miller & Chevalier Chartered in 

Washington, DC.  He advises large businesses and tax-exempt 
organizations on a range of tax issues, including cross-border 
withholding and reporting, domestic information reporting and backup 
withholding, employment taxation, the treatment of fringe benefits, 
executive compensation, and penalty abatement.  Mr. Lloyd is a member 
of the American Bar Association, Section of Taxation, and was honored 
as a John S. Nolan Fellow in 2005.  He regularly speaks before 
organizations such as the Tax Executives Institute and the American 
Payroll Association.  He received a B.S. in accounting from Mount St. 
Mary’s College, and a J.D. (Order of the Coif, Order of Barristers) from 
the University of Maryland School of Law. (Employee 
Benefits/Payroll) 

 
 
Jeffrey N. Mason Mr. Mason is Tax Counsel in the Wells Fargo & Company, Corporate 

Tax Department in Winston-Salem, North Carolina. He has over 10 
years experience ensuring compliance with information reporting 
requirements in the banking and brokerage industries. Prior to his current 
job he worked as the Tax Operations Manager at Wachovia Securities, 
LLC and First Clearing, LLC. Mr. Mason is a member of the SIFMA Tax 
Compliance Committee. He received his B.A. and J.D. degrees at the 
University of North Carolina at Chapel Hill. (International Reporting 
and Withholding) 

 
Donald C. Morris Mr. Morris is Counsel at Mayer Brown LLP in Chicago, Illinois. He has 

been engaged in the analysis and application of information reporting and 
withholding rules for over 25 years. His practice includes providing 
advice to financial institutions and to domestic and foreign investors. He 
was a member of the original IRPAC from 1991-1993.  Mr. Morris is a 
member of the American Bar Association, Section of Taxation and the 
Chicago Bar Association. He received his B.A. in Political Science from 
the University of Illinois and received his JD from DePaul University 
College of Law. (Chair, International Reporting and Withholding) 

 
Marjorie A. Penrod Ms. Penrod is a Managing Director in the Corporate Tax Department at 

JP Morgan Chase in New York, New York. She manages the IRS 
Information Reporting and Withholding Tax Advisory Function for the 
firm and its worldwide affiliates. In this role, Ms. Penrod establishes and 
coordinates tax policy across all business lines to ensure consistent tax 
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treatment of all products and transactions. She is also responsible for 
monitoring withholding tax legislative and regulatory developments. This 
is Ms. Penrod's second IRPAC appointment; she previously served from 
1994-1996. Ms. Penrod is a member and past chair of the Clearing House 
Association Tax Withholding and Reporting Committee, and the 
Securities Industry & Financial Markets Association Tax Administration 
Committee. She has a BS from the Pennsylvania State University. 
(International Reporting and Withholding) 

 
Kathy M. Ploch Ms. Ploch is a Tax Manager for Zientek & Company, PC in Houston 

Texas. She has worked in public accounting for 27 years and is a CPA 
and Certified Payroll Professional (CPP). She is a member and Past 
President of the Houston CPA Society. She is a board member of the 
Texas Society of Certified Public Accountants. Ms. Ploch is also a 
member of the American Payroll Association and the American Institute 
of Professional Bookkeepers. She has a BBA in Accounting from the 
University of Houston. (Chair, Burden Reduction) 

 
Kathryn S. Tracy Ms. Tracy is a partner in Kat & Bud Enterprises, LLC in Buckeye, 

Arizona. She is an Enrolled Agent and has over twenty-eight years of 
experience in accounting and taxes.  She is a member of the National 
Association of Enrolled Agents. She was an IRS Revenue Agent and has 
worked with the IRS Volunteer Income Tax Assistance program for over 
twenty years. She is currently the treasurer for the Buckeye Chamber of 
Commerce and Friends of the Buckeye Public Library. Ms. Tracy has a 
B.S. in Accounting from Grand Canyon University. (Burden 
Reduction) 

 
Arthur B. Wolk Mr. Wolk is a Senior Vice President at SunGard Wall Street Concepts in 

New York, New York. He has over twenty years of experience in tax 
information reporting, specializing in securities operations. He is a 
member of the Dividend Division of the Securities Industry and 
Financial Markets Association. Mr. Wolk received his BA in Economics 
from the State University of New York at Binghamton.  (Burden 
Reduction) 

 
Lonnie Young Mr. Young is a CPA and has been the owner of Young & Company, 

LLC since 1982 in Lake Mary, Florida. He received an award from IRS 
for his firm’s exemplary performance as an Electronic Return Originator 
in 2004. His firm prepares corporate, partnership, trust and individual 
returns as well as payroll information returns. He is a member of the 
AICPA and the National Society of Accountants.  Mr. Young received a 
BSBA from the University of Arkansas and his MBA from the University 
of Utah. (Burden Reduction) 
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