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El ectroni c Payee Statenents

AGENCY: Internal Revenue Service (IRS), Treasury.

ACTI ON: Tenporary regul ati ons.

SUMVARY: Thi s docunent contains tenporary regulations under
sections 6041 and 6051 relating to the voluntary el ectronic
furni shing of payee statenments on Fornms W2, “Wage and Tax
Statenment,” and under section 6050S relating to the voluntary

el ectronic furnishing of statenents to individuals for whom Forns
1098-T, “Tuition Paynments Statenent,” and Fornms 1098-E, “Student
Loan Interest Statenment,” are filed. The regulations will affect
persons required by the foregoing Internal Revenue Code sections
to furnish these statenents (furnishers) who wi sh to furnish
these statenments electronically. The regulations will also
affect individuals, principally enployees, students, and
borrowers (recipients), who consent to receive these statenents
el ectronically. The text of the tenporary regul ations al so
serves as the text of the proposed regulations set forth in the
notice of proposed rul emaking on this subject in the Proposed
Rul es section of this issue of the Federal Register. The

tenporary regul ations do not affect the requirenment to file copy
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A of Formse W2 with the Social Security Adm nistration or the
requirenent to file Fornms 1098-T or Fornms 1098-E with the IRS.

DATES: Effective Date: These regulations are effective February

14, 2001.

Applicability Date: These regulations apply to statenents

to recipients required to be furnished under sections 6041(d),
6050S(d), and 6051 after Decenber 31, 2000.
FOR FURTHER | NFORMATI ON CONTACT: Laura C. Nash at (202) 622-4910
(not a toll free nunber).
SUPPLEMENTARY | NFORMATI ON:
Paper wor k Reducti on Act

These tenporary regul ations are being i ssued without prior
notice and public procedure pursuant to the Adm nistrative
Procedure Act (5 U.S.C. 553). For this reason, the collection of
I nformati on contained in these regul ati ons has been revi ewed, and
pendi ng recei pt and eval uati on of public comments, approved by
the O fice of Managenent and Budget (OVB) under control nunber
1545-1729. Responses to this collection of information are
required if a person required by section 6050S(d) to furnish
statenments to recipients for whom Forns 1098-T or Forns 1098-E
are filed, or a person required by sections 6041(d) and 6051 to
furni sh payee statenents on Fornms W2, wi shes to furnish the
statenents electronically using website technol ogy.

An agency may not conduct or sponsor, and a person i s not

required to respond to, a collection of information unless the
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coll ection of information displays a valid control nunber
assigned by the Ofice of Managenent and Budget.

For further information concerning this collection of
I nformati on, and where to submt comments on the collection of
i nformati on and the accuracy of the estinmted burden, and
suggestions for reducing this burden, please refer to the
preanble to the cross-referencing notice of proposed rul emaki ng
publ i shed in the Proposed Rules section of this issue of the
Federal Register.

Books and records relating to a collection of information
nmust be retained as long as their contents nmay becone material in
the adm nistration of any internal revenue law. Cenerally, tax
returns and tax return information are confidential, as required
by 26 U.S.C. 6103.

Backgr ound

Thi s docunent contains anendnents to the Incone Tax
Regul ations (26 CFR part 1) relating to sections 6041(d) and
6050S(d), to the Regul ati ons on Enpl oynent Taxes and Col | ection
of Income Tax at Source (26 CFR part 31) relating to section
6051, and to the Regul ations on Procedure and Adm nistration (26
CFR Part 301) relating to section 6724. Sections 6041(d) and
6050S(d) generally require certain persons to furnish a statenent
to a person with respect to whoman information return is
required to be filed with the Federal governnent under sections
6041(a) and 6050S(a). Section 6051 requires certain persons to

furnish a witten statement to an enpl oyee regardi ng renuneration
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pai d by such person to the enpl oyee. The foregoing statenents
(specified statenents) are generally required to be furnished to
reci pients on or before January 31 of the year follow ng the
cal endar year for which the related information returns are
required to be filed or in which the wages or other conpensation
was pai d.

These tenporary regul ations state that furnishers may
provide the witten statenents required by sections 6041(d),
6050S(d), and 6051 in an electronic format in |ieu of a paper
format. In addition, the tenporary regulations provide
furnishers with a nethod of furnishing these statenents
el ectronically using website technol ogy. Furnishers who use this
website technol ogy and satisfy the requirenents of the tenporary
regul ations are treated as tinely furnishing the statenents under
sections 6041(d), 6050S(d), and 6051.

The objective of the tenporary regulations is to facilitate
the voluntary electronic furnishing of these statenents. This
objective is consistent wwth the general goals of (i) section
2001 of the Internal Revenue Service Restructuring and Reform Act
of 1998 to elimnate barriers, provide incentives, and use
conpetitive forces to increase electronic filing over the next
ten years and (ii) the Electronic Signatures in G obal and
Nat i onal Conmerce Act (E-SIGN Act) to facilitate voluntary use of
certain electronic records. However, furnishers are not required
to use the website technol ogy described in the tenporary

regulations if they wish to continue to provide paper statenents.
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Thus, the tenporary regul ations do not require a furnisher to
I nvest in new delivery systens or to neet any new | egal
requirenents to furnish a statenent.

A major inpetus for publishing these tenporary regul ations
was the | arge nunber of requests for published gui dance from
| enders, educational institutions, enployers and other furnishers
who want the option of delivering statenments to recipients in an
electronic format. In addition, the Information Reporting
Program Advi sory Conm ttee of the Internal Revenue Service
(IRPAC) and the Electronic Tax Adm nistration Advisory Committee
(ETAAC) al so strongly support providing furnishers with the
option of furnishing statenents el ectronically.

At its May 11, 2000, public neeting, |RPAC advocated
I ssuance of guidance permtting furnishers to use website
technology to furnish statenents electronically. The IRS
consulted with I RPAC representatives to ensure that the tenporary
regul ati ons provide furnishers with clear, practical, and
adm ni strabl e procedures for the voluntary el ectronic furnishing
of the specified statenents. The tenporary regul ations
I ncorporate many of | RPAC s suggestions and those of ot her
furni shers.

These tenporary regul ations also strike a bal ance between
furni shers’ desires to reduce costs and noderni ze busi ness
processes by furnishing statenents el ectronically and the tax
adm ni stration concern that enpl oyees, students, and borrowers

must be able to access electronic statenments so that they can
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timely file accurate inconme tax returns. The consuner consent
provi sions of section 101(c)(1) of the E-SIGN Act strike a
sim | ar bal ance between businesses’ desire to transmt records
el ectronically and concerns about consuners’ abilities to access
and use those records. Therefore, these tenporary regul ations
I ncl ude di sclosure provisions that are consistent with the
Congr essi onal | y-approved consent provisions of the E-SIGN Act.
These di sclosure provisions will ensure that recipients wll
obtain the informati on they need to nake an informed choice to
receive the statements electronically and to access themtinely.

The IRS and the Treasury Departnent invite comments about
whet her the provisions of these tenporary regul ati ons shoul d
apply to statenents required to be furnished to recipients under
ot her sections of the Internal Revenue Code. In addition,
comments are invited about whether furnishers will use other
technol ogies (such as e-mail) to furnish statenents
el ectronically and whet her they need gui dance on the conditions
under which those statenents will be considered tinely furnished.
Finally, coments are invited on whether the final regulations
shoul d prescribe standards to ensure confidentiality of taxpayer
I nformati on posted on a website. Until final regulations are
I ssued, the Treasury Departnent and the I RS expect that
furnishers will take reasonable precautions to ensure
confidentiality of taxpayer information.

Expl anati on of Provisions
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This tenporary regul ati on provi des gui dance under 881.6041-
2T(a)(5) (by cross-reference to the regul ati ons under section
6051), 1.6050S-1T(a), 1.6050S-2T(a), and 31.6051-1T(j) regarding
the electronic furnishing of specified statenents. The tenporary
regul ations provide that the witten statenents required by
sections 6041(d), 6050S(d), and 6051 may be furnished in an
electronic format. In addition, the tenporary regul ations
provide that a furnisher that conplies with the consent, required
di scl osures, format, posting, notice, and retention provisions of
the tenporary regulations is treated as tinely furnishing the
specified statenents under sections 6041(d), 6050S(d), and 6051.
Consent

The tenporary regul ations provide that a recipient nust have
affirmati vely consented to receive the statenment electronically
and nust not have withdrawn that consent before the statenent is
furni shed. The consent or, alternatively, its confirmation nust
be made el ectronically in a manner that reasonably denonstrates
that the recipient can access the statenent in the electronic
format in which it will be furnished to the recipient. A
furni sher nust take certain actions, including obtaining fromthe
reci pient a new el ectronic consent or confirmation of consent to
receive the statement electronically, if a change in the hardware
or software needed to access a statenent creates a material risk
that the recipient will not be able to access the statenent.

Requi red Di scl osures




8

Prior to or at the tine a recipient consents to receive a
statenent electronically, the furnisher nust provide a clear and
conspi cuous statenent to the recipient containing certain
di scl osures. These required disclosures are simlar to the
consuner consent provisions in the E-SIGN Act and, |ike those
provisions, require a furnisher to informa recipient about, for
exanpl e, the scope and duration of a consent to receive an
el ectronic statenent, the ability to revoke that consent, the
har dware and software required to access, print, and retain an
el ectronic statement, and the ability to obtain a paper
st at ement .
For mat

The tenporary regulations require that the electronic
version of a statement furnished to a recipient contain al
required information and conply with applicable revenue
procedures relating to substitute statenents.
Posting

The tenporary regul ations generally require that the
furni sher post the statenents on a website accessible to
reci pients on or before January 31 of the year follow ng the
cal endar year to which the statenents rel ate.
Noti ce

The tenporary regul ations generally require the furnisher
to notify a recipient that the statenent is posted on a website
on or before January 31 of the year follow ng the cal endar year

to which the statenent relates. The notice may be delivered by
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mail, electronic mail, or in person and nust provide instructions
to the recipient on how to access and print the statenent. If a
furni sher | ater posts corrected statenents on the website, the
furni sher nust notify the recipients of that posting within 30
days after the posting.
Ret enti on

The tenporary regul ations generally require the furnisher to
mai ntain access to the statenents on the website through Cctober
15 of the year follow ng the cal endar year to which the
statenents relate. In addition, the furnisher generally nust
mai ntain access to corrected statenents that are posted on the
website through Cctober 15 of the year follow ng the cal endar
year to which the statenents relate or for 90 days after that
posting, whichever is |ater.

Speci al Anal yses

It has been determined that this tenporary regulation is not
a significant regulatory action as defined in Executive O der
12866. Therefore, a regulatory assessnent is not required. It
has al so been determ ned that section 553(b) of the
Adm ni strative Procedure Act (5 U . S.C Chapter 5) does not apply
to these regul ati ons.

Because no preceding notice of proposed rulenmaking is
required for this tenporary regulation, the provisions of the
Regul atory Flexibility Act do not apply. However, an initial
Regul atory Flexibility Analysis was prepared for the proposed

regul ati ons published el sewhere in this issue of the Federal
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Regi ster. Pursuant to section 7805(f) of the Internal Revenue
Code, that notice of proposed rulemaking will be submtted to the
Chi ef Counsel for Advocacy of the Small Business Admi nistration
for comment on its inpact on small business.
Drafting Information

The principal author of these tenporary regulations is Eric
Lucas, fornmerly of the Ofice of Associate Chief Counsel
(Procedure and Admi nistration). However, other personnel from
the RS and Treasury Departnent participated in their
devel opnent .
Li st of Subjects
26 CFR Part 1

I ncone taxes, Reporting and recordkeeping requirenents.

26 CFR Part 31

Enpl oynent taxes, Inconme taxes, Penalties, Pensions,
Railroad retirenment, Reporting and recordkeeping requirenents,
Soci al security, Unenpl oynent conpensation.

26 CFR Part 301

Enpl oynent taxes, Estate taxes, Excise taxes, Gft taxes,
I ncome taxes, Penalties, Reporting and recordkeeping
requirenents.

26 CFR Part 602

Reporting and recordkeepi ng requirenents.
Amendnents to the Regul ations
Accordingly, 26 CFR parts 1, 31, 301, and 602 are anended as

foll ows:
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PART 1--1NCOVE TAXES
Paragraph 1. The authority citation for part 1 is anmended
by adding entries in nunerical order to read in part as follows:
Authority: 26 U S.C. 7805 * * *
Section 1.6041-2T al so issued under 26 U.S.C. 6041(d). ***
Section 1.6050S- 1T al so i ssued under 26 U S. C. 6050S(qg).
Section 1.6050S-2T al so i ssued under 26 U.S. C. 6050S(g).***
Par. 2. Section 1.6041-2T is added to read as foll ows:

81.6041-2T Return of information as to paynents to enpl oyees

(tenporary).

(a)(1) through (4) [Reserved]

(5) Statenent for enployees. An enployer that is required
under 81.6041-2(a) to file FormW2 with respect to an enpl oyee
I's al so required under section 6041(d) and 6051 to furnish a
witten statenent to the enployee. This witten statenment nust
be furnished on Form W2 in accordance with section 6051 and the
regul ati ons.

(b) and (c). For further guidance, see 81.6041-2(b) and
(c).

Par. 3. Sections 1.6050S- 1T and 1. 6050-2T are added to read
as foll ows:

§1. 6050S- 1T Information reporting for paynents and rei nbursenents

or refunds of qualified tuition and rel ated expenses (tenporary).

(a) Electronic furnishing of statenents--(1) In general. A

person required by section 6050S(d) to furnish a witten
statenment (furnisher) to the individual to whomit is required to

be furnished (recipient) may furnish the statenent in an
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electronic format in lieu of a paper format. A furnisher who
meets the requirements of paragraphs (a)(2) through (7) of this
section is treated as furnishing the statement in a tinely
manner .

(2) Consent--(i) In general. The recipient nust have
affirmati vely consented to receive the statenment in an electronic
format and nust not have w thdrawn that consent before the
statenent is furnished. The consent nust be nmade el ectronically
in a manner that reasonably denonstrates that the recipient can
access the statement in the electronic format in which it wll be
furnished to the recipient. Alternatively, the consent nmay be
made in a different manner (for exanple, in an e-mail or in a
paper docunent) if it is confirnmed electronically in the manner
described in the precedi ng sentence.

(i1) Change in hardware or software requirenents. If a

change in the hardware or software required to access the
statenent creates a material risk that the recipient will not be
able to access the statenent, the furnisher nust, prior to
changi ng the hardware or software, provide the recipient with a
notice. The notice nust describe the revised hardware and
software required to access the statenent and informthe

reci pient that a new consent to receive the statenent in the
revised el ectronic format nust be provided to the furnisher.
After inplementing the revised hardware and software, the

furni sher nust obtain fromthe recipient, in the manner descri bed
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I n paragraph (a)(2)(i) of this section, a new consent or
confirmati on of consent to receive the statenent electronically.
(i1i1) Exanple. The follow ng exanple illustrates the rules
of this paragraph (a)(2):

Exanple. Furnisher F sends Recipient R an e-mail stating
that R may consent to receive statenents required by section
6050S(d) electronically on a website instead of in a paper
format. The e-mail contains an attachnent instructing R how to
consent to receive the statenments electronically. The e-mai
attachnent uses the sane electronic format that F will use for
the electronically furnished statenents. R opens the attachnent,
reads the instructions, and submts the consent in the manner
provided in the instructions. R has consented to receive the
statenents electronically in the manner described in paragraph
(a)(2)(i) of this section

(3) Required disclosures--(i) In general. Prior to, or at

the time of, a recipient’s consent, the furnisher nust provide to
the recipient a clear and conspi cuous discl osure statenent
cont ai ni ng each of the disclosures described in paragraphs
(a)(3)(ii) through (viii) of this section

(i1) Paper statenent. The recipient nust be inforned that

the statenment will be furnished on paper if the recipient does

not consent to receive it electronically.

(ii1) Scope and duration of consent. The recipient nust be
i nformed of the scope and duration of the consent. For exanple,
the recipient nmust be informed whether the consent applies to
statenments furnished every year after the consent is given until
It is wthdrawn in the manner described in paragraph (a)(3)(v)(A
of this section or only to the statenent required to be furnished
on or before the January 31 imediately follow ng the date on

whi ch the consent is given.
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(iv) Post-consent request for a paper statenent. The

reci pient nmust be inforned of any procedure for obtaining a paper
copy of the recipient’s statenment after giving the consent
described in paragraph (a)(2)(i) of this section.

(v) Wthdrawal of consent. The recipient nust be inforned

t hat - -

(A) The recipient may withdraw a consent at any tinme by
furnishing the withdrawal in witing (electronically or on paper)
to the person whose nane, mailing address, tel ephone nunber, and
e-mai|l address is provided in the disclosure statenent;

(B) The furnisher will confirmthe withdrawal in witing
(either electronically or on paper); and

(© A wthdrawal of consent does not apply to a statenent
that was furnished electronically in the manner described in this
paragraph (a) before the w thdrawal of consent is furnished.

(vi) Notice of termnation. The recipient nust be inforned

of the conditions under which a furnisher wll cease furnishing

statenents electronically to the recipient.

(vii) Updating information. The recipient nust be infornmed
of the procedures for updating the informati on needed by the
furni sher to contact the recipient.

(viii) Hardware and software requirenents. The recipient

nmust be provided with a description of the hardware and software
required to access, print, and retain the statenment, and the date

when the statenment will no | onger be avail able on the website.
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(4) Format. The electronic version of the statenment nust
contain all required information and conply with applicable
revenue procedures relating to substitute statenments to
recipients.

(5) Posting. The furnisher nust on or before January 31 of
the year follow ng the cal endar year to which the statenent
rel ates (or such other date permtted or required for furnishing
the statenent) post it on a website accessible to the recipient.

(6) Notice--(i) In general. The furnisher nust on or before
January 31 of the year follow ng the cal endar year to which the
statenent relates (or such other date permtted or required for
furnishing the statenment) notify the recipient that the statenent
I's posted on a website. The notice may be delivered by mail,
electronic mail, or in person. The notice nust provide
I nstructions on how to access and print the statenent. The
notice nust include the follow ng statenent in capital letters,
“I MPORTANT TAX RETURN DOCUMENT AVAI LABLE.” If the notice is
provided by electronic mail, the foregoing statenent should be on
the subject line of the electronic mail and sent with high
| mport ance.

(i1) Undeliverable electronic address. |If an electronic

noti ce described in paragraph (a)(6)(i) of this sectionis
returned as undeliverable, and the correct electronic address
cannot be obtained fromthe furnisher’s records or fromthe

reci pient, then the furnisher nust furnish the notice by mail or

In person within 30 days after the electronic notice is returned.
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(iii1) Corrected statenents. A furnisher nust notify a

recipient that it has posted corrected statenents on a website
wi thin 30 days of such posting in the manner described in

par agraph (a)(6)(i) of this section. This notice nust be
furnished by mail or in person if--

(A) An electronic notice of the website posting of an
original statement was returned as undeliverable; and

(B) The recipient has not provided a new e-nmil| address.

(7) Retention. The furnisher nust maintain access to the
statenents on the website through Cctober 15 of the year
foll ow ng the cal endar year to which the statenents relate (or
the first business day after such October 15, if Cctober 15 falls
on a Saturday, Sunday, or legal holiday). The furnisher nust
mai ntain access to corrected statenents that are posted on the
website through Cctober 15 of the year follow ng the cal endar
year to which the statenments relate (or the first business day
after such Cctober 15, if COctober 15 falls on a Saturday, Sunday,
or legal holiday) or the date 90 days after the corrected
statenments are posted, whichever is later.

(b) Effective date. This section applies to statenents

required to be furnished under section 6050S(d) after Decenber
31, 2000.

81. 6050S- 2T Infornmation reporting for paynents of interest on

gualified education |oans (tenporary).
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(a) Electronic furnishing of statenents--(1) In general. A

person required by section 6050S(d) to furnish a witten
statenment (furnisher) to the individual to whomit is required to
be furnished (recipient) may furnish the statenent in an
electronic format in lieu of a paper format. A furnisher who
meets the requirements of paragraphs (a)(2) through (7) of this
section is treated as furnishing the statement in a tinely
manner .

(2) Consent--(i) In general. The recipient nust have
affirmati vely consented to receive the statenment in an electronic
format and nust not have w thdrawn that consent before the
statenent is furnished. The consent nust be nmade el ectronically
in a manner that reasonably denonstrates that the recipient can
access the statement in the electronic format in which it wll be
furnished to the recipient. Alternatively, the consent may be
made in a different manner (for exanple, in an e-mail or in a
paper docunent) if it is confirnmed electronically in the manner

described in the preceding sentence.

(ii1) Change in hardware or software requirenents. If a
change in the hardware or software required to access the
statenment creates a material risk that the recipient will not be
able to access the statenent, the furnisher nust, prior to
changi ng the hardware or software, provide the recipient with a
notice. The notice nust describe the revised hardware and
software required to access the statenent and informthe

reci pient that a new consent to receive the statenent in the
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revised el ectronic format nust be provided to the furnisher.
After inplenmenting the revised hardware and software, the
furni sher nust obtain fromthe recipient, in the manner descri bed
I n paragraph (a)(2)(i) of this section, a new consent or
confirmati on of consent to receive the statenent electronically.

(iii1) Exanple. The follow ng exanple illustrates the rules
of this paragraph (a)(2):

Exanple. Furnisher F sends Recipient R an e-mail stating
that R may consent to receive statenents required by section
6050S(d) electronically on a website instead of in a paper
format. The e-mail contains an attachnent instructing R how to
consent to receive the statenments electronically. The e-nmai
attachnent uses the sane electronic format that F will use for
the electronically furnished statenents. R opens the attachnent,
reads the instructions, and submts the consent in the manner
provided in the instructions. R has consented to receive the
statenents electronically in the manner described in paragraph
(a)(2)(i) of this section

(3) Required disclosures--(i) In general. Prior to, or at
the time of, a recipient’s consent, the furnisher nust provide to
the recipient a clear and conspi cuous discl osure statenent
cont ai ni ng each of the disclosures described in paragraphs

(a)(3)(ii) through (viii) of this section

(i1) Paper statenent. The recipient nust be inforned that
the statenment will be furnished on paper if the recipient does
not consent to receive it electronically.

(ii1) Scope and duration of consent. The recipient nust be

i nformed of the scope and duration of the consent. For exanple,
the recipient nmust be informed whether the consent applies to
statenents furnished every year after the consent is given until

It is wthdrawn in the manner described in paragraph (a)(3)(v)(A
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of this section or only to the statenent required to be furnished
on or before the January 31 imediately follow ng the date on
whi ch the consent is given.

(iv) Post-consent request for a paper statenent. The

reci pient nmust be inforned of any procedure for obtaining a paper
copy of the recipient’s statenment after giving the consent

described in paragraph (a)(2)(i) of this section.

(v) Wthdrawal of consent. The recipient nust be inforned
t hat - -

(A) The recipient may withdraw a consent at any tinme by
furnishing the withdrawal in witing (electronically or on paper)
to the person whose nane, mailing address, tel ephone nunber, and
e-mai|l address is provided in the disclosure statenent;

(B) The furnisher will confirmthe wthdrawal in witing
(either electronically or on paper); and

(C© A wthdrawal of consent does not apply to a statenent
that was furnished electronically in the manner described in this
par agraph (a) before the w thdrawal of consent is furnished.

(vi) Notice of termnation. The recipient nust be inforned

of the conditions under which a furnisher wll cease furnishing
statenents electronically to the recipient.

(vii) Updating information. The recipient nust be inforned

of the procedures for updating the informati on needed by the
furni sher to contact the recipient.

(viii) Hardware and software requirenents. The recipient

nmust be provided with a description of the hardware and software
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required to access, print, and retain the statenment, and the date
when the statenent will no | onger be avail able on the website.

(4) Format. The electronic version of the statenment nust
contain all required information and conply with applicable
revenue procedures relating to substitute statenents to
recipients.

(5) Posting. The furnisher nust on or before January 31 of
the year follow ng the cal endar year to which the statenent
rel ates (or such other date permtted or required for furnishing
the statenent) post it on a website accessible to the recipient.

(6) Notice--(i) In general. The furnisher nust on or before
January 31 of the year follow ng the cal endar year to which the
statenment relates (or such other date permtted or required for
furnishing the statenment) notify the recipient that the statenent
I's posted on a website. The notice may be delivered by mail,
electronic mail, or in person. The notice nust provide
I nstructions on how to access and print the statenent. The
notice nust include the follow ng statenent in capital letters,

“I MPORTANT TAX DOCUMENT RETURN AVAI LABLE.” If the notice is
provided by electronic mail, the foregoing statenent should be on
the subject line of the electronic mail and sent with high

| mport ance.

(i1) Undeliverable electronic address. |If an electronic

noti ce described in paragraph (a)(6)(i) of this sectionis
returned as undeliverable, and the correct el ectronic address

cannot be obtained fromthe furnisher’'s records or fromthe
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reci pient, then the furnisher nust furnish the notice by mail or
in person within 30 days after the electronic notice is returned.

(iii1) Corrected statenents. A furnisher nust notify a

recipient that it has posted corrected statenents on a website
wi thin 30 days of such posting in the manner described in
par agraph (a)(6)(i) of this section. This notice nust be
furnished by mail or in person if--

(A) An electronic notice of the website posting of an
original statement was returned as undeliverable; and

(B) The recipient has not provided a new e-mail address.

(7) Retention. The furnisher nust maintain access to the
statenents on the website through Cctober 15 of the year
foll ow ng the cal endar year to which the statenents relate (or
the first business day after such October 15, if Cctober 15 falls
on a Saturday, Sunday, or legal holiday). The furnisher nust
mai ntain access to corrected statenents that are posted on the
website through Cctober 15 of the year follow ng the cal endar
year to which the statenments relate (or the first business day
after such Cctober 15, if COctober 15 falls on a Saturday, Sunday,
or legal holiday) or the date 90 days after the corrected

statenments are posted, whichever is later.

(b) Effective date. This section applies to statenents
required to be furnished under section 6050S(d) after Decenber
31, 2000.

PART 31-- EMPLOYMENT TAXES AND COLLECTI ON OF | NCOVE TAX AT SOURCE
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Par. 4. The authority citation for part 31 is anended to
read in part as foll ows:
Authority: 26 U S.C. 7805 * * *
Section 31.6051-1T al so issued under 26 U.S.C. 6051. * * *
Par. 5. Section 31.6051-1T is added to read as foll ows:

831.6051- 1T Statenents for enpl oyees (tenporary).

(a) through (i) [Reserved]. For further guidance, see
8§31.6051-1(a) through (i).

(j) Electronic furnishing of statenents--(1) In general. A

person required by section 6051 to furnish a witten statenent on
Form W2 (furnisher) to the individual to whomit is required to
be furnished (recipient) may furnish the FormW2 in an
electronic format in lieu of a paper format. A furnisher who
neets the requirenments of paragraphs (j)(2) through (7) of this
section is treated as furnishing the FormW2 in a tinmely manner.
(2) Consent--(i) In general. The recipient nust have
affirmati vely consented to receive the Form W2 in an electronic
format and nust not have w thdrawn that consent before the Form
W2 is furnished. The consent nust be nade electronically in a
manner that reasonably denonstrates that the recipient can access
the FormW2 in the electronic format in which it wll be
furnished to the recipient. Alternatively, the consent may be
made in a different manner (for exanple, in an e-mail or in a
paper docunent) if it is confirnmed electronically in the manner

described in the preceding sentence.
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(ii1) Change in hardware or software requirenents. If a

change in hardware or software required to access the Form W2
creates a material risk that the recipient will not be able to
access the Form W2, the furnisher nust, prior to changing the
har dware or software, provide the recipient with a notice. The
noti ce nust describe the revised hardware and software required
to access the FormW2 and informthe recipient that a new
consent to receive the FormW2 in the revised el ectronic fornmat
must be provided to the furnisher. After inplenmenting the
revi sed hardware and software, the furnisher nust obtain fromthe
reci pient, in the manner described in paragraph (j)(2)(i) of this
section, a new consent or confirmation of consent to receive the
Form W2 el ectronically.

(iii1) Exanple. The follow ng exanple illustrates the rules
of this paragraph (j)(2):

Exanple. Furnisher F sends Recipient R an e-mail stating
that R may consent to receive Forns W2 electronically on a
website instead of in a paper format. The e-nmail contains an
attachnment instructing R how to consent to receive Forns W2
electronically. The e-mail attachnent uses the sane el ectronic
format that F will use for its electronically furnished Forns W
2. R opens the attachnent, reads the instructions, and submts
the consent in the manner provided in the instructions. R has
consented to receive Forms W2 electronically in the manner
described in paragraph (j)(2)(i) of this section.

(3) Required disclosures--(i) In general. Prior to, or at

the time of, a recipient’s consent, the furnisher nust provide to
the recipient a clear and conspi cuous discl osure statenent
cont ai ni ng each of the disclosures described in paragraphs

(j)(3)(ii) through (viii) of this section
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(i1) Paper statenent. The recipient nust be inforned that

the FormW2 will be furnished on paper if the recipient does not
consent to receive it electronically.

(ii1) Scope and duration of consent. The recipient nust be

i nformed of the scope and duration of the consent. For exanple,
the recipient nmust be informed whether the consent applies to
Forms W2 furnished every year after the consent is given until
It is wthdrawn in the manner described in paragraph (j)(3)(v)(A
of this section or only to the FormW2 required to be furnished
on or before the January 31 imediately follow ng the date on

whi ch the consent is given.

(iv) Post-consent request for a paper statenent. The

reci pient nmust be inforned of any procedure for obtaining a paper
copy of the recipient’s Form W2 after giving the consent
described in paragraph (j)(2)(i) of this section.

(v) Wthdrawal of consent. The recipient nmust be inforned

t hat - -

(A) The recipient may withdraw a consent at any tinme by
furnishing the withdrawal in witing (electronically or on paper)
to the person whose nane, mailing address, tel ephone nunber, and
e-mail address is provided in the disclosure statenent;

(B) The furnisher will confirmthe withdrawal in witing
(either electronically or on paper); and

(C© A wthdrawal of consent does not apply to a Form W2
that was furnished electronically in the manner described in this

paragraph (j) before the wi thdrawal of consent is furnished.
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(vi) Notice of termnation. The recipient nust be inforned

of the conditions under which a furnisher wll cease furnishing
statenents electronically to the recipient (for exanple,
termnation of the recipient’s enploynment wth furnisher-

enpl oyer) .

(vii) Updating information. The recipient nust be infornmed

of the procedures for updating the informati on needed by the
furni sher to contact the recipient.

(viii) Hardware and software requirenents. The recipient

nmust be provided with a description of the hardware and software
required to access, print, and retain the Form W2, and the date
when the FormW2 w il no |onger be available on the website.
The recipient nmust be informed that the Form W2 may be required
to be printed and attached to a Federal, State, or |ocal incone
tax return.

(4) Format. The electronic version of the Form W2 nust
contain all required information and conply with applicable
revenue procedures relating to substitute statenents to
recipients.

(5) Posting. The furnisher nust on or before January 31 of
the year follow ng the cal endar year to which the Form W2
rel ates (or such other date permtted or required for furnishing
the Forns W2) post it on a website accessible to the recipient.

(6) Notice--(i) In general. The furnisher nust on or before
January 31 of the year follow ng the cal endar year to which the

Form W2 relates (or such other date permtted or required for
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furnishing the FormW2) notify the recipient that the Form W2
I's posted on a website. The notice may be delivered by mail,
el ectronic mail, or in person. The notice nust provide
I nstructions on how to access and print the statenent. The
notice nust include the follow ng statenent in capital letters,
“I MPORTANT TAX RETURN DOCUMENT AVAI LABLE.” If the notice is
provided by electronic mail, the foregoing statenent should be on
the subject line of the electronic mail and sent with high
| mport ance.

(i1) Undeliverable electronic address. |If an electronic

notice described in paragraph (j)(6)(i) of this sectionis
returned as undeliverable, and the correct electronic address
cannot be obtained fromthe furnisher’s records or fromthe

reci pient, then the furnisher nust furnish the notice by mail or
In person within 30 days after the electronic notice is returned.

(iii) Corrected Formse W2. A furnisher nust notify a

recipient that it has posted corrected Forns W2 on a website
wi thin 30 days of such posting in the manner described in
paragraph (j)(6)(i) of this section. This notice nust be
furnished by mail or in person if--

(A) An electronic notice of the website posting of an
original FormW2 was returned as undeliverable; and

(B) The recipient has not provided a new e-nmil| address.

(7) Retention. The furnisher nust maintain access to the
Forms W2 on the website through Cctober 15 of the year foll ow ng

t he cal endar year to which the Forms W2 relate (or the first
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busi ness day after Cctober 15, if Cctober 15 falls on a Saturday,
Sunday, or |egal holiday). The furnisher nust maintain access to
corrected Forns W2 that are posted on the website through
Oct ober 15 of the year follow ng the cal endar year to which the
Forms W2 relate (or the first business day after such Cctober
15, if Cctober 15 falls on a Saturday, Sunday, or |egal holiday)
or the date 90 days after the corrected forns are posted,
whi chever is later.

(b) Effective date. Paragraph (j) of this section applies

to Forns W2 required to be furnished under section 6051 after
Decenber 31, 2000.
PART 301- - PROCEDURE AND ADM NI STRATI ON

Par. 6. The authority citation for part 301 continues to
read in part as follows:

Authority 26 U S.C. 7805 * * *

Par. 7. Section 301.6724-1T is added to read as follows:

8301. 6724- 1T Reasonabl e cause (tenporary).

(a) through (d)(2) [Reserved]. For further information, see
8§301.6724-1 (a) through (d)(2).

(d)(3) Special rule for furnishers of electronic statenents.

A filer may seek a waiver for reasonabl e cause pursuant to
8301.6724-1(c)(6), for failing to tinely furnish a statenent in
the followng situation. |[|f the recipient of the statenent

w thdraws a consent to receive the statenent in an electronic
format, the filer will be deenmed to have acted in a responsible

manner under 8301.6724-1(d) if the filer furnishes a paper
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statenment on or before the date 30 days after the date the

wi t hdrawal of consent is received.

§301.
PART

r ead

entri

(e) through (n) [Reserved]. For further guidance, see
6724-1(e) through (n).

602- - OMB CONTROL NUMBERS UNDER THE PAPERWORK REDUCTI ON ACT
Par. 8. The authority citation for part 602 continues to
as foll ows:

Authority: 26 U.S.C. 7805 * * *

Par. 9. In 8602.101, paragraph (b) is anended by addi ng

es to the table in nunerical order to read as foll ows:



8602. 101 OMB Control nunbers.

* * % * *

(b) * * *

CFR part or section where Current OVB
identified and descri bed control No.
* * * * *

1.6041-2T . . . . . . . 1545- 1729

* * * * *

1. 6050S-1T . . . . . . ..o 1545- 1729

1. 6050S-2T . . . . . .. 1545- 1729

* * * * *

31. 6051-1T . . . . . . .. 1545-1729

* * % * *

Robert E. Wenzel
Deputy Conm ssioner of Internal Revenue

Approved: January 10, 2001

Jonat han Tal i sman
Assi stant Secretary of the Treasury



