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Extension of Due Date for Electronically Filed Information
Returns; Limtation of Failure to Pay Penalty for |ndividuals
During Period of Installnment Agreenent

AGENCY: Internal Revenue Service (IRS), Treasury.

ACTION:  Final regulation

SUMMARY:  Thi s docunent contains final regulations inplenenting
section 6071(b) relating to the extension of the due date for
certain electronically filed information returns. The final
regul ati ons al so provide rul es under section 6651(h) relating to
a penalty reduction for certain individuals who have agreed with
the RS to make installment paynents in satisfaction of their tax
liability. The regulations relating to extension of filing dates
affect payors required to file information returns after Decenber
31, 1999. The reqgulations relating to penalty reduction affect

I ndi vi dual taxpayers with installnment agreenments in effect during

nont hs begi nning after Decenber 31, 1999.

DATES: Effective Date: These regulations are effective August

18, 2000.

Applicability Date: The provisions of these regul ations

under section 6071(b) apply for returns required to be filed

after Decenber 31, 1999. The provisions of these regulations
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under section 6651(h) apply for determning the addition to tax
for nmonths begi nning after Decenber 31, 1999.
FOR FURTHER | NFORMATI ON CONTACT: Marilyn E. Brookens, (202) 622-

4920 (for information relating to the extension of due dates
under section 6071(b)); or Robert B. Taylor, (202) 622-4920 (for
information relating to the reduction in the penalty under
section 6651(h)) (not toll-free nunbers).

SUPPLEMENTARY | NFORVATI ON:

Background and Expl anation of Provisions

Thi s docunent contains anendnents to the Incone Tax
Regul ati ons, Enpl oynent Tax Regul ations, and Procedure and
Adm ni stration Regulations (26 CFR Parts 1, 31, and 301), and
I npl enents sections 6071(b) and 6651(h), which were added to the
I nternal Revenue Code (Code) by the Internal Revenue Service
Restructuring and Reform Act of 1998, Public Law 105-206 (112
Stat. 685, 724 (1998 Act)). Section 6071(b) was added to the
Code by section 2002 of the 1998 Act and extends the due date for
i nformation returns required by chapter 61, subchapter A, part
[11, subparts B and C (sections 6041 through 6053) that are filed
electronically. The information returns affected include the
Form W2 series, Form W2G the Form 1098 series, the Form 1099
series, and Form 8027. Under section 6071(b) such information
returns are due on or before March 31 of the year follow ng the
cal endar year to which the returns relate. Section 6071(b)

applies to information returns required to be filed with the IRS
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or the Social Security Adm nistration after Decenber 31, 1999.

Section 6651(h) was added to the Code by section 3303 of the
1998 Act and provides that, for individuals, the failure to pay
penalty is reduced fromO0.5 percent per nonth to 0.25 percent per
nmonth during the period an installnment agreenent under section
6159 is in effect with regard to a tinely filed return. Section
6651(h) applies to any Federal tax liability of an individual
(including a liability under subtitle C) and is effective for
determning the addition to tax for nonths beginning after
Decenber 31, 1999.

On January 27, 2000, a notice of proposed rul emaki ng (REG
105279-99, 2000-8 I.R B. 707) under sections 6071(b) and 6651(h)
was published in the Federal Register (65 FR 4396). Al though
witten or electronic comments and requests for a public hearing
were solicited, no coments were received and no public hearing
was requested or held. The proposed regul ati ons under sections
6071(b) and 6651(h) are adopted by this Treasury decision.
Speci al Anal yses

It has been determined that this Treasury decision is not a
significant regulatory action as defined in Executive Order
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, and, because the regul ations do not inpose
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a collection of information on small entities, a Regulatory
Flexibility Analysis under the Regulatory Flexibility Act (5
U S. C chapter 6) is not required. Pursuant to section 7805(f)
of the Code, the notice of proposed rul emaki ng that preceded
t hese regul ations was submtted to the Chief Counsel for Advocacy
of the Small Business Admi nistration for conmment on its inpact on
smal | busi ness.
Drafting Information

The principal author of the regulations relating to the
extensi on of due dates under section 6071(b) is Marilyn E.
Brookens, O fice of Assistant Chief Counsel (lncone Tax &
Accounting). The principal author of the regulations relating to
the reduction in the penalty under section 6651(h) is Robert B.
Taylor, Ofice of Assistant Chief Counsel (Incone Tax &
Accounting). However, other personnel fromthe IRS and Treasury
Departnment 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, Reporting and
recor dkeepi ng requirenents.

26 CFR Part 301

Enpl oynent taxes, Estate taxes, Excise taxes, Gft taxes,
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I ncome taxes, Penalties, Reporting and recordkeeping
requirenents.
Adoption of Amendnents to the Regul ations

Accordingly, 26 CFR parts 1, 31, and 301 are anended as
fol | ows:
PART 1—-1 NCOVE TAXES

Paragraph 1. The authority citation for part 1 continues to
read in part as follows:

Aut hority: 26 U.S.C. 7805 * * =

Par. 2. In 81.6041-2, paragraph (a)(3)(ii) is revised to
read as follows:

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

(a) * * *

(3) * * =*

(i1) Exception. 1In a case where an enpl oyer is not
required to file Forns W3 and W2 under 831.6011(a)-4 or
831.6011(a)-5 of this chapter, returns on Forns W3 and W2
requi red under this paragraph (a) for any cal endar year shall be
filed on or before February 28 (March 31 if filed el ectronically)
of the follow ng year

Par. 3. In 81.6041-6, the first sentence is revised to read
as foll ows:

81.6041-6 Returns made on Forns 1096 and 1099 under section 6041;
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contents and tine and place for filing.

Ret urns made under section 6041 on Fornms 1096 and 1099 for
any cal endar year shall be filed on or before February 28 (March
31 if filed electronically) of the follow ng year with any of the
I nternal Revenue Service Centers, the addresses of which are
listed in the instructions for such forns. * * *

Par. 4. In 81.6042-2, the first sentence of paragraph (c)
Is revised to read as follows:

81.6042-2 Returns of infornmation as to dividends paid in cal endar

yvears after 1962.

* * * * *

(c) Tine and place for filing. The returns required under

this section for any cal endar year shall be filed after Septenber
30 of such year, but not before the payer’s final paynent for the
year, and on or before February 28 (March 31 if filed
electronically) of the follow ng year wwth any of the Internal
Revenue Service Centers, the addresses of which are listed in the
Instructions for Form 1096. * * *

Par. 5. In 81.6043-2, paragraph (a) is revised to read as
fol | ows:

81.6043-2 Return of information respecting distributions in

| i qui dation

(a) Unless the distribution is one in respect of which

information is required to be filed pursuant to 81.332-6(b),
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1.368-3(a), or 1.1081-11, every corporation making any
di stribution of $600 or nore during a cal endar year to any
sharehol der in liquidation of the whole or any part of its
capital stock shall file a return of information on Forns 1096
and 1099, giving all the information required by such form and by
the regulations in this part. A separate Form 1099 nust be
prepared for each sharehol der to whom such distribution was nade,
showi ng the nanme and address of such sharehol der, the nunber and
cl ass of shares owned by himin Iiquidation of which such
di stribution was made, and the total anmount distributed to himon
each class of stock. |If the anpbunt distributed to such
shar ehol der on any class of stock consisted in whole or in part
of property other than noney, the return on such formshall in
addi tion show the anount of noney distributed, if any, and shal
list separately each class of property other than noney
distributed, giving a description of the property in each such
class and a statenent of its fair market value at the tinme of the
distribution. Such forns, acconpanied by transmttal Form 1096
showi ng the nunber of Fornms 1099 filed therewith, shall be filed
on or before February 28 (March 31 if filed electronically) of
the year follow ng the cal endar year in which such distribution
was made with any of the Internal Revenue Service Centers, the
addresses of which are listed in the instructions for Form 1096.

* * * * *

Par. 6. In 81.6044-2, the first sentence of paragraph (d)



is revised to read as foll ows:

81.6044-2 Returns of information as to paynents of patronage

dividends with respect to patronage occurring in taxable years

begi nning after 1962.

* * * * *

(d) Tine and place for filing. The return required under

this section on Forns 1096 and 1099 for any cal endar year shal
be filed after Septenber 30 of such year, but not before the
payer’'s final paynment for the year, and on or before February 28
(March 31 if filed electronically) of the follow ng year, with
any of the Internal Revenue Service Centers, the addresses of
which are listed in the instructions for such forns. * * *

Par. 7. Section 81.6045-1 is anended by addi ng paragraph
(r) to read as foll ows:

81.6045-1 Returns of infornmation of brokers and barter exchanges.

* * * * *

(r) Electronic filing. Notw thstanding the tine prescribed

for filing in paragraph (j) of this section, Forns 1096 and 1099
requi red under this section for reporting periods ending during a
cal endar year shall, if filed electronically, be filed after the
| ast cal endar day of the reporting period elected by the broker
or barter exchange and on or before March 31 of the follow ng

cal endar year

Par. 8. In 81.6045-2, paragraph (g)(3) is revised to read



as foll ows:

81.6045-2 Furnishing statenent required with respect to certain

substitute paynents.

* * * * *

(g) * * *

(3) Tine and place of filing. The returns required under

this paragraph (g) for any cal endar year shall be filed after
Sept enber 30 of such year, but not before the final substitute
paynment for the year is received by the broker, and on or before
February 28 (March 31 if filed electronically) of the foll ow ng
year with any of the Internal Revenue Service Centers, the
addresses of which are listed in the instructions for Form 1096.

Par. 9. In 81.6045-4, the first sentence of paragraph (j)
Is revised to read as foll ows:

81.6045-4 Information reporting on real estate transactions with

dates of closing on or after January 1, 1991.

* * * * *

(j) Tinme and place for filing. A reporting person shal

file the information returns required by this section with
respect to a real estate transaction after Decenber 31 of the
cal endar year that includes the date of closing (as determ ned
under paragraph (h)(2)(ii) of this section) and on or before
February 28 (March 31 if filed electronically) of the foll ow ng

cal endar year. * * *
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Par. 10. In 81.6047-1, the first sentence of paragraph
(a)(6) is revised to read as foll ows:

81.6047-1 Information to be furnished with regard to enpl oyee

retirenment plan covering an owner-enpl oyee.

(a) * * *

(6) Tinme and place for filing. The return required under

this section for any cal endar year shall be filed after the close
of that year and on or before February 28 (March 31 if filed
electronically) of the followng year wth any of the Internal
Revenue Service Centers, the addresses of which are listed in the
Instructions for Form 1096. * * *

Par. 11. Section 1.6049-4 is anended by:

1. Revising the first sentence of paragraph (g)(1).

2. Revising the first sentence of paragraph (g)(2).

The revisions read as foll ows:

81.6049-4 Return of information as to interest paid and original

i ssue discount includible in gross incone after Decenber 31,

1982.

* * * * *

(g0 * * * (1) Annual return. Except as provided in

paragraph (g)(2) of this section, the returns required under this
section for any cal endar year for the paynent of interest shal

be filed after Septenber 30 of such year, but not before the
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payor’s final paynment to the payee for the year, and on or before
February 28 (March 31 if filed electronically) of the foll ow ng
year. * * *

(2) Transactional return. |In the case of a return under

par agraph (e) of this section, relating to returns on a
transactional basis, such return shall be filed at any tinme but
in no event later than February 28 (March 31 if filed
el ectronically) of the year follow ng the cal endar year in which
the interest was paid. * * *
ok x x x

Par. 12. In 81.6049-7, the first sentence of paragraph
(b)(2)(iv) is revised to read as foll ows:

81.6049-7 Returns of information with respect to REM C regul ar

interests and collateralized debt obligations.

(b) * * *
(2) * * *

(iv) Tinme and place for filing a return with respect to

amounts includible as interest. The returns required under this

paragraph (b)(2) for any cal endar year nust be filed after

Sept enber 30 of that year, but not before the payor’'s final
paynment to the payee for the year, and on or before February 28
(March 31 if filed electronically) of the follow ng year. * * *

* * * * *

Par. 13. In 81.6050A-1, paragraph (b) is revised to read as
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foll ows:

81. 6050A-1 Reporting requirenents of certain fishing boat

operators.

* * * * *

(b) Tinme and place for filing. Returns required to be nade

under this section on Form 1099-M SC shall be filed with the
I nternal Revenue Service Center, designated in the instructions
for Form 1099-M SC, on or before February 28 (March 31 if filed
el ectronically) of the year follow ng the cal endar year in which
the rel evant services were perforned.

Par. 14. In 81.6050D 1, paragraph (b) is revised to read as
fol | ows:

81.6050D0-1 Infornation returns relating to energy grants and

fi nanci ng.

* * * * *

(b) Tinme and place for filing. Returns required to be nade
under this section shall be filed wth the Internal Revenue
Service Center designated in the instructions for Form 6497 or
1099-G on or before the | ast day of February (March 31 if filed
el ectronically) of the year follow ng the cal endar year for which
the return is nade.

Par. 15. In 81.6050E-1, the first sentence of paragraph (h)

is revised to read as foll ows:
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81. 6050E-1 Reporting of State and |local incone tax refunds.

* * * * *

(h) Tinme and place for filing. The returns required under

this section for any cal endar year shall be filed after Septenber
30 of that cal endar year, but not before the refund officer’s
final paynment (or allowance of credit or offset) for the year,
and on or before February 28 (March 31 if filed electronically)
of the followng year. * * *

Par. 16. In 81.6050H 2, the first and second sentences of
paragraph (a)(4) are revised to read as fol |l ows:

81.6050H2 Tine, form and manner of reporting interest received

on qualified nortgage.

(a) * * *

(4) Tine and place for filing return. An interest recipient

must file a return required by this paragraph (a) on or before
February 28 (March 31 if filed electronically) of the year
foll owi ng the cal endar year for which it receives the nortgage
interest. If nointerest is required to be reported for the

cal endar year, but a reinbursenment of interest on a qualified
nortgage is required to be reported for the cal endar year, then a
return required by this paragraph (a) nust be filed on or before
February 28 (March 31 if filed electronically) of the year

foll owi ng the cal endar year in which the reinbursenent was nade.

* * *
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Par. 17. In 81.6050J-1T, A-33 is revised to read as
foll ows:

81.6050J-1T Questions and answers concerning information returns

relating to forecl osures and abandonnments of security

(tenporary).

* * * * *

A-33: The return or returns nust be filed on or before
February 28 (March 31 if filed electronically) of the year
foll owi ng the cal endar year in which the acquisition of an
Interest in the property occurs or in which the | ender knows
or has reason to know of the abandonnent of the property.

Par. 18. In 81.6050P-1, paragraph (a)(4)(i) is revised to
read as follows:

81. 6050P-1 Information reporting for discharges of indebtedness

by certain financial entities.

(a) * * *
(4 * * * (i) Ln general. Except as provided in
paragraph (a)(4)(ii) of this section, returns required by this
section nust be filed with the Internal Revenue Service office
designated in the instructions for Form 1099-C on or before
February 28 (March 31 if filed electronically) of the year

foll owi ng the cal endar year in which the identifiable event
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occurs.
Par. 19. In 81.6052-1, paragraph (b)(1)(ii) is revised to
read as foll ows:

81.6052-1 Information returns regardi ng paynent of wages in the

formof group-termlife insurance.

* * * * *

(b) * * * (1) * * *

(i1) Exception. 1In a case where an enployer is not required
to file Forns W3 and W2 under 831.6011(a)-4 or 831.6011(a)-5 of
this chapter, returns on Fornms W3 and W2 required under
par agraph (a) of this section for any cal endar year shall be
filed on or before February 28 (March 31 if filed el ectronically)
of the follow ng year
PART 31-- EMPLOYMENT TAXES AND COLLECTI ON OF | NCOVE TAX AT THE
SOURCE

Par. 20. The authority citation for part 31 continues to
read in part as follows:

Aut hority: 26 U.S.C. 7805 * * =

Par. 21. In 831.3402(qg)-1, the first sentence of paragraph
(f)(1) introductory text is revised to read as foll ows:

831.3402(q)-1 Extension of withholding to certain ganbling

W _nni ngs.

* * * * *
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(f) * * * (1) 1n general. Every person neking paynent
of winnings for which a statenment is required under paragraph (e)
of this section shall file a return on Form W2G wth the
I nternal Revenue Service Center serving the district in whichis
| ocated the principal place of business of the person naking the
return on or before February 28 (March 31 if filed
el ectronically) of the calendar year follow ng the cal endar year
I n which the paynent of wnnings is nade. * * *

Par. 22. In 831.6053-3, the first sentence of paragraph
(a)(4) is revised to read as foll ows:

831. 6053-3 Reporting by certain |arge food or beverage

establishnments with respect to tips.

(a) * * *

(4) Tine and place for filing. The information return

required by this paragraph (a) shall be filed on or before the
| ast day of February (March 31 if filed electronically) of the
year follow ng the cal endar year for which the return is nmade
with the Internal Revenue Service Center specified by the Form
8027 or its instructions. * * *

Par. 23. In 831.6071(a)-1, paragraph (a)(3)(i) is revised
to read as foll ows:

831.6071(a)-1 Tine for filing returns and other docunents.

(a) * * *
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(3) * * * (i) Ceneral rule. Each information return in

respect of wages as defined in the Federal |nsurance
Contributions Act or of incone tax withheld fromwages which is
required to be made under 831.6051-2 shall be filed on or before
the | ast day of February (March 31 if filed electronically) of
the year follow ng the cal endar year for which it is nmade, except
that, if a tax return under 831.6011(a)-5(a) is filed as a final
return for a period ending prior to Decenber 31, the information
statenent shall be filed on or before the |ast day of the second
cal endar nonth followi ng the period for which the tax return is
filed.
PART 301- - PROCEDURE AND ADM NI STRATI ON

Par. 24. The authority citation for part 301 continues to
read in part as follows:

Aut hority: 26 U.S.C. 7805 * * =

Par. 25. Section 301.6651-1 is anended by:

1. Revising the | ast sentence in paragraph (a)(2).

2. Revising the second sentence in paragraph (a)(3).

3. Addi ng paragraph (a)(4).

The revisions and additions read as foll ows:

8301.6651-1 Failure to file tax return or to pay tax.

(a) * * *
(2) * * * [Except as provided in paragraph (a)(4) of this

section, the anbunt to be added to the tax is 0.5 percent of the
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amount of tax shown on the return if the failure is for not nore
than 1 nonth, with an additional 0.5 percent for each additional
month or fraction thereof during which the failure continues, but
not to exceed 25 percent in the aggregate.

(3) * * * [Except as provided in paragraph (a)(4) of this
section, the amount to be added to the tax is 0.5 percent of
t he anmbunt stated in the notice and demand if the failure is
for not nore than 1 nonth, with an additional 0.5 percent for
each additional nonth or fraction thereof during which the
failure continues, but not to exceed 25 percent in the
aggregate. * * *

(4) Reduction of failure to pay penalty during the period

an installnment agreenent is in effect--(i) Ln general. 1In the

case of a return filed by an individual on or before the due date
for the return (including extensions)--

(A) The anount added to tax for a nonth or fraction thereof
I's determ ned by using 0.25 percent instead of 0.5 percent under
paragraph (a)(2) of this section if at any tinme during the nonth
an install nment agreenent under section 6159 is in effect for the
paynment of such tax; and

(B) The anount added to tax for a nonth or fraction thereof
I's determ ned by using 0.25 percent instead of 0.5 percent under
paragraph (a)(3) of this section if at any tinme during the nonth
an install nment agreenent under section 6159 is in effect for the

paynment of such tax.
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(i1) Effective date. This paragraph (a)(4) applies for

pur poses of determning additions to tax for nonths begi nning

after Decenber 31, 1999.

* * * * *

Robert E. Wenzel
Deputy Conm ssioner of Internal Revenue

Approved: August 1, 2000

Jonat han Tal i sman
Acting Assistant Secretary of the Treasury



