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(g) Penalties. For penalties for failure
to compy with the requirements of this
section, see sections 6676, 6721, and 6723.

[T.D. 8199, 53 FR 16085, May 5, 1988; T.D. 8199,
53 FR 18372, May 23, 1988]

§1.6050M-1 Information returns relat-
ing to persons receiving contracts
from certain Federal executive
agencies.

(a) General rule. Except as otherwise
provided in paragraph (c) of this sec-
tion, the head of every Federal execu-
tive agency or his or her delegate shall
make an information return to the In-
ternal Revenue Service reporting the
following information with respect to
each contract entered into by that Fed-
eral executive agency—

(1) Name and address of the con-
tractor;

(2) Contractor’s TIN and, if the con-
tractor is a member of an affiliated
group of corporations that files its Fed-
eral income tax returns on a consoli-
dated basis, the name and TIN of the
common parent of the affiliated group;

(3) The date of the contract action;

(4) The expected date of completion
of the contract as determined under
any reasonable method, such as the ex-
pected contract delivery date under the
contract schedule;

(5) The total amount obligated under
the contract action; and

(6) Any other information required
by Forms 8596 and 8596A and their in-
structions, or by any other administra-
tive guidance issued by the Internal
Revenue Service (such as a revenue
procedure).

See paragraph (e) of this section relat-
ing to the manner in which to report
increases in amounts obligated under
existing contracts. See paragraph (d)(5)
of this section for special rules for
agencies that submit contract informa-
tion to the Federal Procurement Data
Center. For provisions concerning the
requesting and furnishing of identi-
fying numbers, see section 6109 and the
regulations thereunder.

(b) Definitions. The following defini-
tions apply for purposes of this sec-
tion—

(1) Federal executive agency. The term
““Federal executive agency’ means—
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(i) Any executive agency (as defined
in 5 U.S.C. 105) other than the General
Accounting Office;

(if) Any military department (as de-
fined in 5 U.S.C. 102); and

(iii) The United States Postal Service
and the Postal Rate Commission.

(2) Contract—(i) General rule. The
term ‘“‘contract’”” means an obligation
of a Federal executive agency to make
payment of money (or other property)
to a person in return for the sale of
property, the rendering of services, or
other consideration. The term ‘‘con-
tract” includes, for example, such an
obligation arising from a written
agreement executed by the agency and
the contractor, an award or notice of
award, a job order or task letter issued
under a basic ordering agreement, a
letter contract, an order that becomes
effective only upon written acceptance
or performance, or an action described
in paragraph (e) of this section.

(ii) Exceptions. For purposes of this
section, the term ‘‘contract’” does not
include—

(A) A license granted by a Federal ex-
ecutive agency;

(B) An obligation of a contractor
(other than a Federal executive agen-
cy) to a subcontractor;

(C) A debt instrument of the United
States Government or a Federal agen-
cy, such as a Treasury note, Treasury
bond, Treasury bill, savings bond, or
similar instrument; or

(D) An obligation of a Federal execu-
tive agency to lend money, lease prop-
erty to a lessee, or sell property.

(iii) Special rule for certain contracts of
the Small Business Administration. Any
subcontract entered into by the Small
Business Administration (SBA) under a
prime contract between the SBA and a
procuring Federal executive agency
pursuant to section 8(a) of the Small
Business Act (15 U.S.C. 637(a)) shall not
be treated as a contract of the SBA but
shall be treated as a contract of the
procuring agency for purposes of this
section.

(iv) Certain schedule contracts. For
purposes of this section, any of the fol-
lowing contracts entered into on behalf
of one or more Federal executive agen-
cies is not a ‘“‘contract” to be reported
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by the General Services Administra-
tion or the Department of Veteran’s
Affairs at the time of execution:

(A) A Federal Supply Schedule Con-
tract entered into by the General Serv-
ices Administration,

(B) An Automated Data Processing
Schedule Contract entered into by the
General Services Administration, or

(C) A schedule contract entered into
by the Department of Veteran’s Af-
fairs.

Instead, an order placed by a Federal
executive agency, including the Gen-
eral Services Administration or the De-
partment of Veteran’s Affairs, under
such a schedule contract is a ‘‘con-
tract’ for purposes of this section.

(v) Blanket purchase agreements. For
purposes of this section, the term con-
tract does not include a blanket pur-
chase agreement between one or more
Federal executive agencies and one or
more contractors. Instead, an order
placed by a Federal executive agency
under the terms of a blanket purchase
agreement is a ‘‘contract’ for purposes
of this section.

(vi) Contracts entered into using non-
appropriated funds. [Reserved]

(3) Contractor. The term contractor
means any person who enters into a
contract with a Federal executive
agency.

(4) Person and TIN. The terms person
and TIN are defined in sections 7701(a)
(1) and (41), respectively.

(c) Exceptions to information reporting
requirement—(1) General exceptions. The
following do not need to be reported
pursuant to this section:

(i) Any contract or contract action
for which the amount obligated is
$25,000 or less;

(if) Any contract with a contractor
who, in making the agreement, is act-
ing in his or her capacity as an em-
ployee of a Federal executive agency
(e.g., any contract of employment
under which the employee is paid
wages subject to the withholding provi-
sions contained in chapter 24 of sub-
title C);

(iii) Any contract between a Federal
executive agency and another Federal
governmental unit (or any agency or
instrumentality thereof);
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(iv) Any contract with a foreign gov-
ernment (or any agency or instrumen-
tality thereof);

(v) Any contract with a state or local
governmental unit (or any agency or
instrumentality thereof);

(vi) Any contract with a person who
is not required to have a TIN (see, for
example, §301.6109-1(g));

(vii) Any contract the terms of which
provide that all amounts payable under
the contract by any Federal executive
agency will be paid on or before the
120th day following the date of the con-
tract action, and for which it is reason-
able to except that all amounts will be
so paid.

(viii) Any contract under which all
money (or other property) that will be
received by the contractor after the
120th day after the date of the contract
action will come from persons other
than a Federal executive agency or an
agent of such an agency (e.g., a con-
tract under which the contractor will
collect amounts owed to a Federal ex-
ecutive agency by the agency’s debtor
and will remit to the agency the money
collected less an amount that serves as
the contractor’s consideration under
the contract).

(ix) Any contract for which the Com-
missioner determines that the informa-
tion described in paragraph (a) of this
section will not facilitate the collec-
tion of Federal tax liabilities because
of the manner, method, or timing of
payment by the agency under that con-
tract.

(2) Special rule for certain classified or
confidential contracts. Contracts de-
scribed in section 6050M(e)(3), relating
to certain classified or confidential
contracts, are to be reported only in
accordance with section 6050M(e)(2).

(d) Filing requirements—(1) Frequency
and time for filing. The information re-
turns required by this section with re-
spect to contracts of a Federal execu-
tive agency entered into on or after
January 1, 1989, must be filed on a
quarterly basis for the calendar quar-
ters ending on the last day of March,
June, September, and December. Ex-
cept as provided in paragraph (d)(5) of
this section, the returns for contracts
entered into during a calendar quarter
must be filed on or before the last day
of the month following that quarter.
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Notwithstanding the preceding sen-
tence, returns filed before May 7, 1990,
will be considered timely filed.

(2) Form of reporting—(i) General rule
concerning magnetic media. The informa-
tion returns required by this section
with respect to contracts of a Federal
executive agency for each calendar
quarter shall be made in one submis-
sion (or in multiple submissions if per-
mitted by paragraph (d)(4) of this sec-
tion). Except as provided in paragraph
(d)(2)(ii) of this section, the required
returns shall be made on magnetic
media (within the meaning of §301.6011-
2(a)(1)) in accordance with any applica-
ble revenue procedure or other guid-
ance promulgated by the Internal Rev-
enue Service for the filing of such re-
turns under section 6050M.

(ii) Magnetic media exception for low-
volume filers. Any Federal executive
agency that on any October 1 has a rea-
sonable expectation of entering into,
during the one year period beginning
on that date, fewer than 250 contracts
that are subject to the reporting re-
quirements under this section may
make the information returns required
by this section for each quarter of that
one year period on the prescribed paper
Form 8596 in accordance with the in-
structions accompanying such form.

(3) Place of filing—(i) Returns on mag-
netic media. Information returns made
under this section on magnetic media
shall be filed with the Internal Rev-
enue Service at the Martinsburg Com-
puting Center, Martinsburg, West Vir-
ginia 25401-1359, in accordance with any
applicable revenue procedure or other
guidance promulgated by the Internal
Revenue Service relating to the filing
of returns under section 6050M.

(i) Form 8596. Information returns
made on Form 8596 shall be filed with
the Ifternal Revenue Service at the lo-
cation specified in the instructions for
that form.

(4) Special rule concerning multiple re-
turns. To the extent permitted in any
revenue procedure or other guidance
relating to the filing of information re-
turns under this section, a Federal ex-
ecutive agency which files information
returns under this section on magnetic
media may make more than one mag-
netic media submission for any quar-
ter, if each submission for that quarter
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contains all of the information re-
quired by paragraph (a) of this section
with respect to contracts entered into
by one or more departments, branches,
bureaus, agencies, or other readily
identifiable operating functions (such
as a geographic region) of the Federal
executive agency.

(5) Special rules for agencies reporting
to the Federal Procurement Data Center—
(i) Election to have the Director of the
Federal Procurement Data Center make
returns on behalf of agency. If, in com-
plying with the requirements of the
Federal Procurement Data System
(FPDS) (as established under the au-
thority of the Office of Federal Pro-
curement Policy Act, as amended, 41
U.S.C. 401 et seq.), a Federal executive
agency is required to submit to the
Federal Procurement Data Center
(FPDC) all the information with re-
spect to one or more contracts required
to be reported by paragraph (a) of this
section, that Federal executive agency
may, in lieu of making returns directly
to the Internal Revenue Service with
respect to those contracts, elect to
have the Director of the FPDC (or his
or her delegate) make the required re-
turns with respect to all of those con-
tracts on its behalf. In order to make
this election for such contracts entered
into during a calendar quarter, the
head of a Federal executive agency (or
his or her delegate) shall attach to its
submission to the FPDC for that quar-
ter a signed statement to the effect
that:

(A) The Director of the FPDC (or his
or her delegate) is authorized, in ac-
cordance with an election made under
26 CFR 1.6050M-1(d)(5) to make, on the
agency’s behalf, the required returns
for such contracts for that quarter, and

(B) Under the penalties of perjury,
such official has examined the informa-
tion to be submitted by the agency to
the FPDC for making those returns
and certifies that information to be, to
the best of such official’s knowledge
and belief, a compilation of agency
records maintained in the normal
course of business for the purpose of
providing the information necessary
for making true, correct, and complete
returns as required by section 6050M.

If the election is made, the Director of
the FPDC (or his or her delegate) shall,
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on the electing agency’s behalf, make
the returns required by paragraph (a)
of this section with respect to the con-
tracts to which the election applies.

(if) Time, manner, and place of filing.
The Director of the FPDC (or his or her
delegate) must—

(A) Make the required returns for a
quarter on or before the earlier of;

(1) 45 days following the date that the
contract information is required to be
submitted to the FPDC, or

(2) 90 days following the end of the
calendar quarter for which the election
is made, except that, if that calendar
quarter ends September 30, 105 days fol-
lowing the end of that quarter, and

(B) Comply with paragraph (d)(2)(i)
and (3)(i) of this section, relating to
form and place of filing.
Notwithstanding the preceding sen-
tence, returns made before May 7, 1990,
will be considered timely filed.

(iii) Contracts reported directly to the
Internal Revenue Service. Even if the
election is made, all information with
respect to any particular contract re-
quired to be reported under paragraph
(a) of this section must be reported di-
rectly to the Internal Revenue Service
by the electing agency if the FPDS
does not require that information to be
submitted to the FPDC. An electing
agency shall not, however, make direct
returns to the Internal Revenue Serv-
ice of contract information that is sub-
ject to the election.

(6) Certification of return—(i) Returns
made directly with the Internal Revenue
Service. Each return made under this
section by a Federal executive agency
directly with the Internal Revenue
Service on magnetic media or on
Forms 8596 and 8596-A shall be signed
by the head of the Federal executive
agency (or his or her delegate) under
the penalties of perjury, certifying that
such official has examined the return,
that it is prepared pursuant to the re-
quirements of section 6050M and that,
to the best of such official’s knowledge
and belief, it is compiled from agency
records maintained in the normal
course of business for the purpose of
making a true, correct, and complete
return as required by section 6050M.

(ii) Returns made by Director of FPDC
on agency’s behalf. Each return made
under this section by the Director of
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the FPDC on behalf of a Federal execu-
tive agency shall be signed by the Di-
rector of the FPDC (or his or her dele-
gate) under the penalties of perjury,
certifying that such official has exam-
ined the return, that it is prepared pur-
suant to the requirements of section
6050M and that, to the best of such offi-
cial’s knowledge and belief, it is com-
piled from information submitted by
the Federal executive agency to the
FPDC pursuant to §1.6050M-1(d)(5)(i)
for the purpose of making a true, cor-
rect, and complete return as required
by section 6050M.

(e) Special rules relating to increases in
amount obligated. If, through the exer-
cise of an option contained in a basic
or initial contract or under any other
rule of contract law, express or im-
plied, the amount of money or other
property obligated under the contract
is increased by more than $25,000 in one
contract action, then that action shall
be treated as the entering into of a new
contract with respect to which the in-
formation required by paragraph (a) of
this section is to be reported to the In-
ternal Revenue Service for the cal-
endar quarter in which the increase oc-
curs.

(f) Effective date—(1) Contracts re-
quired to be reported. Except as other-
wise provided in this paragraph (f), this
section applies to each Federal execu-
tive agency with respect to its con-
tracts entered into on or after January
1, 1989 (including any increase in
amount obligated on or after January
1, 1989, that is treated as a new con-
tract under paragraph (e) of this sec-
tion).

(2) Contracts not required to be re-
ported. A Federal executive agency is
not required to report—

(i) Any basic or initial contract en-
tered into before January 1, 1989,

(if) Any increase contract action oc-
curring before January 1, 1989, that is
treated as a new contract under para-
graph (e) of this section, or

(iii) Any increase contract action
that is treated as a new contract under
paragraph (e) of this section if the
basic or initial contract to which that
contract action relates was entered
into before January 1, 1989, and—

(A) The increase occurs before April
1, 1990, or
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(B) The amount of the increase does
not exceed $50,000.

(3) IHlustration—(i) If Federal execu-
tive agency enters into an initial con-
tract on December 1, 1988, and the
amount of money obligated under the
contract is increased by $55,000 on
April 15, 1990, then (A) there is no re-
porting requirement with respect to
the contract when entered into on De-
cember 1, 1988, and (B) the April 15,
1990, increase, which is treated as a
new contract under paragraph (e) of
this section, is subject to the reporting
requirements of this section because it
is considered to be a new contract en-
tered into on April 15, 1990.

(ii) If the $55,000 increase had oc-
curred before April 1, 1990, there would
have been no reporting requirement
with respect to that increase.

[T.D. 8275, 54 FR 50369, Dec. 6, 1989; 55 FR
13522, Apr. 11, 1990]

§1.6050N-1 Statements to recipients of
royalties paid after December 31,
1986.

(a) Requirement. A person required to
make an information return under sec-
tion 6050N(a) must furnish a statement
to each recipient whose name is re-
quired to be shown on the related infor-
mation return for royalties paid.

(b) Form, manner, and time for pro-
viding statements to recipients. The
statement required by paragraph (a) of
this section must be either the official
Form 1099 prescribed by the Internal
Revenue Service for the respective cal-
endar year or an acceptable substitute
statement. The rules under §1.6042-4
(relating to statements with respect to
dividends) apply comparably in deter-
mining the form of the acceptable sub-
stitute statement permitted by this
section. Those rules also apply for pur-
poses of determining the manner of and
time for providing the Form 1099 or its
acceptable substitute statement to a
recipient under this section.

(c) Exempted foreign-related items—(1)
In general. No return shall be required
under paragraph (a) of this section for
payments of the items described in
paragraphs (c)(1)(i) through (iv ) of this
section.

(1) Returns of information are not re-
quired for payments of royalties that a
payor can, prior to payment, associate

26 CFR Ch. | (4-1-04 Edition)

with documentation upon which it may
rely to treat as made to a foreign bene-
ficial owner in accordance with §1.1441-
1(e)(1)(ii) or as made to a foreign payee
in accordance with §1.6049-5(d)(1) or
presumed to be made to a foreign payee
under §1.6049-5(d)(2), (3), (4), or (5).
However, such payments may be re-
portable under §1.1461-1(b) and (c).

For purposes of this paragraph
(c)(1)(i), the provisions in §1.6049-5(c)
(regarding rules applicable to docu-
mentation of foreign status and defini-
tion of U.S. payor and non-U.S. payor)
shall apply. See §1.1441-1(b)(3)(iii)(B)
and (C) for special payee rules regard-
ing scholarships, grants, pensions, an-
nuities, etc. The provisions of §1.1441-1
shall apply by substituting the term
payor for the term withholding agent
and without regard to the fact that the
provisions apply only to amounts sub-
ject to withholding under chapter 3 of
the Internal Revenue Code.

(ii) Returns of information are not
required for payments of royalties from
sources outside the United States (de-
termined under Part | of subchapter N
and the regulations under these provi-
sions) made outside the United States
by a non-U.S. payor or non-U.S. mid-
dleman. For a definition of non-U.S.
payor or non-U.S. middleman, see
§1.6049-5(c)(5). For circumstances in
which a payment is considered to be
made outside the United States, see
§1.6049-5(e).

(iii) Returns of information are not
required for payments made by a for-
eign intermediary described in §1.1441-
1(e)(3)(i) that it has received in its ca-
pacity as an intermediary and that are
associated with a valid withholding
certificate  described in §1.1441-
1(e)(3)(ii) or (iii) and payments made by
a U.S. branch of a foreign bank or of a
foreign insurance company described in
§1.1441-1(b)(2)(iv) that are associated
with a valid withholding certificate de-
scribed in §1.1441-1(e)(3)(v), which cer-
tificate the intermediary or branch has
furnished to the payor or middleman
from whom it has received the pay-
ment, unless, and to the extent, the
intermediary or branch knows that the
payments are required to be reported
and were not so reported.

(2) Definitions—(i) Payor. For pur-
poses of this section, the term payor
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