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El ectroni c Payee Statenents

AGENCY: | nternal Revenue Service (IRS), Treasury.

ACTI ON: Fi nal regulations and renoval of tenporary
regul ati ons

SUMVARY: Thi s docunment contains final regulations relating
to the voluntary electronic furnishing of statenments on
Formse W2, AWAge and Tax Statenent, § under sections 6041 and
6051, and statenents on Forns 1098-T, ATuition Statement,(
and Fornms 1098-E, AStudent Loan Interest Statenent, @ under
section 6050S. These final regul ations affect businesses,
other for-profit institutions, and eligi ble educationa
institutions that wish to furnish these required statenents
electronically. The regulations will also affect

i ndividuals (recipients), principally enployees, students,
and borrowers, who consent to receive these statenments

el ectronically.

DATES: Effective Date: These regulations are effective

February 18, 2004.



Applicability Date: These regulations apply to

statenents and reports required to be furnished after
February 13, 2004. The rules relating to nmai ntenance of
access to website statenents also apply to statenents and
reports required to be furnished after Decenber 31, 2003.
FOR FURTHER | NFORMATI ON CONTACT: M chael E. Hara at (202)
622-4910 (not a toll free nunber).

SUPPLEMENTARY | NFORVATI ON:

Paper wor k Reducti on Act

The collection of information contained in these final
regul ati ons has been revi ewed and approved by the O fice of
Managenent and Budget in accordance with the Paperwork
Reduction Act (44 U.S.C. 3507) under control nunber 1545-
1729. Responses to this collection of information are
required to obtain the benefit of providing payee
statements el ectronically.

An agency may not conduct or sponsor, and a person is
not required to respond to, a collection of informtion
unl ess the collection of information displays a valid
control nunber assigned by the O fice of Managenent and
Budget .

The estimated annual burden per respondent or
recordkeeper varies dependi ng on individual circunstances,

with an estimated average of 6 m nutes.



Comments concerning the accuracy of this burden
estimate and suggestions for reducing this burden should be
sent to the Internal Revenue Service, Attn: |RS Reports
Cl earance O ficer, SE:WCAR MP: T: SP Washi ngt on, DC 20224,
and to the Ofice of Managenent and Budget, Attn: Desk
Oficer for the Departnent of the Treasury, Ofice of
I nformati on and Regul atory Affairs, Washi ngton, DC 20503.

Books or records relating to this collection of
informati on nmust be retained as long as their contents nay
beconme material in the adm nistration of any internal
revenue law. Generally, tax returns and tax return
information are confidential, as required by 26 U S. C
6103.

Backgr ound

On February 14, 2001, the IRS published a notice of
proposed rul emaki ng (by cross reference to tenporary
regul ations) and a notice of public hearing, (REG 107186-
00) (66 FR 10247). The regul ations proposed to permt the
vol untary el ectronic furnishing of (1) statenments on Form
W 2 under sections 6041 and 6051, (2) ATuition Statenents(
(Form 1098-T) under section 6050S, and (3) AStudent Loan
I nterest Statenentsf (Form 1098-E) under section 6050S.
These proposed anendnents were intended (1) to increase

el ectronic filing consistent with section 2001 of the



| nternal Revenue Service Restructuring and Reform Act
of 1998, Public Law 105-206 (July 22, 1998); and (2) to
facilitate the use of electronic comunication and record
keepi ng consistent with the Electronic Signatures in d obal
and National Commerce Act (E-SIGN Act) Public Law No. 106-
229, 114 Stat. 464 (2000), 15 U S.C sections 7001 through
7006 (2000). The IRS received witten coments on the
proposed regul ations. A public hearing was held on July
25, 2001. After consideration of all the comments, the
proposed regul ati ons are adopted as revised by this
Treasury Decision. The tenporary regul ations under
sections 6041, 6050S, 6051, and 6724 are renoved.

On Decenber 18, 2002, final regul ati ons were issued
under section 6050S (TD 9029), addressing information
reporting for qualified tuition paynments and
rei nbursenents; TD 9029 al so renunbered the regul ati ons
under section 6050S.

Expl anati on of Revisions and Summary of Comments

1. Expansi on to Additional Statenents, Notices, and
Reports

Fi ve commentators recommended that the regul ati ons be
expanded to allow the el ectronic furnishing of additional
statenments and reports, including Forns 5498 and 1099-R.

After the IRS issued the proposed regul ati ons, Congress



enacted the Job Creation and Wirker Assistance Act of 2002
(JCWAA), Public Law 107-147 (March 9, 2002). Section 401
of JCOWAA permts the electronic furnishing of any statenent
requi red under subpart B of part 11l of subchapter A of
chapter 61 of Title 26 (sections 6041 through 6050T).
Section 401 of JCWAA specifically elimnated the first-
class-mailing requirenent that prevented el ectronic

furni shing of statenents under sections 6042(c), 6044(e),
and 6049(c)(2). In addition, (Congress expressed its
support for electronic furnishing of all statenents
required by the Code. See Joint Commttee on Taxation
Staff, Technical Explanation of the AJob Creation and Wrker
Assi stance Act of 2002," 107th Cong., 2d Sess. (2002) at
page 27.

Section 401 of JCWAA permts the electronic furnishing
of all statenents required under sections 6041 through
6050T, if the recipient consents to receive the statenent
in a manner simlar to the one permtted by regul ations
under section 6051 or in such other manner as provi ded by
the Secretary. Because section 401 of JCWAA aut horizes the
el ectronic furnishing of all statenents required under
sections 6041 through 6050T, final regulations are not
necessary to allow the voluntary el ectronic furnishing of

statenments required under sections 6041 through 6050T, as



| ong as the recipient consents to receive the statenent in
a manner simlar to the one permtted under these final
regulations. In addition, Notice 2004-10 permts

el ectronic furnishing of the Form 1099-R, Distributions
from Pensions, Annuities, Retirenent or Profit-Sharing

Pl ans, I RA, Insurance Contracts, Form 1099- MBA
Distributions Froman Archer MSA or Medi care+Choi ce MSA,
Form 1099-Q Paynents from Qualified Education Prograns
(Under Section 529 or 530), Form 5498, | ndividual
Retirement Arrangenent Contribution Informtion, Form 5498-
ESA, Coverdell ESA Contribution Information, and Form 5498-
MSA, Archer MSA or Medi care+Choi ce MSA I nfornmation, payee
statenents.

2. El ectronic Mail Attachnents

The only nmethod of electronic furnishing specifically
aut hori zed by the proposed regul ati ons required posting on
websites. Two commentators reconmended that the
regul ations allow taxpayers to send statenments as
attachnents to e-mail. One commentator stated that sone
organi zati ons m ght not wish to provide tax statenents by
e-mai | because of security and privacy concerns.

The final regulations do not restrict furnishers
solely to the use of website technology. Treasury and the

| RS believe that website technol ogy currently provides the



nost secure nethod of furnishing statenents electronically
but do not intend to Iimt the technology to be used in
furni shing statenments electronically. Accordingly, under
the final regul ations, taxpayers are permtted to furnish
statenents through any el ectronic neans to which the

reci pient consents, including by e-mail.

3. Standards to Ensure Confidentiality of Taxpayer
| nformati on

One coment ator recommended that the | RS adopt
security requirements that require sinply a sign-on and a
password. Two commentators recomended agai nst adopti on of
specific standards. The final regulations do not adopt
specific security standards to ensure the confidentiality
of recipient information. Rather, the final regulations
| eave roomfor security nethodol ogies to evol ve through
advances in technol ogy.

4. Consent Consistent Wth the ESIGN Actss Notice and
Consent Provi si ons

The proposed regul ati ons adopted notice and consent
requi renments consistent with the EESIGN Act. Three
commentators stated that the notice and consent
requi renents of the regulation should not apply to the
el ectronic transm ssion of statenents between enpl oyers and
enpl oyees. One comrent at or observed that the notice and

consent requirenent will require the enployer to nodify



exi sting databases and/or create a separate data base to

di stingui sh between enpl oyees who have consented to receive
statenents electronically and those who will receive a
paper statenment. The commentator asserted that the cost of
t hese dat abase changes woul d of fset any savings from

el ectronic furnishing. Two comrentators stated that credit
unions could not efficiently provide statenents to their
enpl oyees electronically, if the credit unions were subject
to the regulation:=s (E-SIGN Act=s) notice and consent
requirenents.

The final regulations retain the notice and consent
requi renents. The notice and consent requirenents are
justified on tax adm nistration grounds; it is inportant
that taxpayers be able to denonstrate the ability to
receive the tax statenents electronically and then actually
receive them Moreover, the IRS and Treasury continue to
bel i eve that el ectronic furnishing should be voluntary for
recipients as well as furnishers to accomodate recipients
who prefer to receive their statenents by traditional paper
delivery for perceived security and privacy reasons.
Section 401 of JCWAA, which adopted the notice and consent
requirenents in the tenporary regul ations, suggests that
Congress al so believes that el ectronic furnishing should be

vol untary.



5. Verification of Receipt

Two commentators stated that, since the recipient
chooses whether to receive information electronically, the
reci pient should be responsibl e for having the hardware and
software necessary to receive the infornmation
el ectronically. The commentators pointed out that
el ectronic mail systens are not standardi zed and sone
systenms do not provide verification of delivery.

The regul ati ons were not changed to refl ect these
coments. Both the furnisher and the recipient nust
voluntarily participate in the electronic delivery system
Both parties are responsible for ensuring that the system
conplies with the requirenents of the regul ations.

6. Consent Denonstrating Ability to Cbtain Statenents

One conment ator recomended clarification of the
exanpl e provided in the regul ati ons regardi ng consent from
the recipient. The commentator noted that a recipient’s
being able to receive and send e-nail does not necessarily
prove that the recipient can access a website and downl oad
the statenent. The comment at or recomended an exanpl e
describing alternatives to consent by e-mail.

The rule for consent requires that the recipient
denonstrate the ability to access statenents, which is done

in the regulation’ s exanple by opening the attachnent.
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However, the I RS agrees with the comrent at or:s observati on
and has added two exanples of alternative nethods of
provi ding consent in the final regulation.

7. Posting Despite Lack of Consent to Electronic Delivery

Two coment ators recomended that the regul ati ons
expressly permit furnishers to post all their statements to
a website and to send each recipient his/her statenent as
an e-mail attachnent, even if the recipient has not
consented to electronic furnishing. The furnisher could
t hen provi de paper copies of the statenents to recipients
who did not consent to electronic furnishing. The
commentators cited the ease and econony of total versus
pi eceneal posting.

The final regulations do not expressly adopt the
recommendat i on. However, the regulations do not prohibit a
furnisher fromstoring all statenents on the web server
Whet her the furnisher stores all statenents or only those
statenments for which consents are received is a business
deci sion for the furnisher.

8. Contact Information of Person to Wiom a Wt hdrawal of
Consent Shoul d Be Furni shed

Three commentators noted that providing the contact
information for a specific individual to whom w t hdrawal of

consent shoul d be furni shed may cause confusion, because in
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many | arge conpani es no single individual can accommodate
communi cations froma potentially | arge nunber of

reci pients. The commentators suggest that the regul ations
provide that the recipients may be provided the nane,

addr ess, phone nunber and e-namil address of an individual
or departnment, such as a Human Resources Departnent, or
Payrol | Departnment on the disclosure statenent. The
regul ati ons have been anmended to provide that either the
name of an individual or of a departnent may be included in
t he di scl osure statenent.

9. Definition of Hi gh | nportance

Two commentators requested clarification of the term

hi gh inportance in proposed 881.6050S-1(a)(6)(i), 1.6050S

2(a)(6) (i), and 31.6051-1(j)(6)(i). The conmentators noted
that if this termrefers to assigning a high priority to
the e-mail, as sone e-mail software allows, there nust be
al  owances made for e-mail software that does not have that
capability. The conmentators suggest that in a case where
t he sending or receiving software does not offer or
recogni ze levels of priority, the regulations should all ow
the use of a subject |ine stating AH GH | MPORTANCE -
| MPORTANT TAX RETURN DOCUMENT AVAI LABLE. (

The final regulations do not require furnishers to

assign high priority to e-nmail because sone software does
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not have this capability and the IRS and Treasury do not
intend to favor any particular technol ogy. Accordingly,
furnishers will not be required to use e-nail software with
the capability of assigning high priority.

10. Use of Other Subject Lines

One comrent at or expressed concern that requiring use
of the | anguage Al MPORTANT TAX RETURN DOCUMENT AVAI LABLE( on
the subject line of e-mail notices could be exploited to
spread a conputer virus through e-mails with the sane
subject line. The commentator suggests that each
organi zation be permtted to create its own subject |ine
contai ning the nane of the issuing organization.

The regul ati ons have not been amended to include this
nodi fication of the subject line. It is inportant to use
standard | anguage to identify the statenment. Mbreover, to
prevent the spread of conputer viruses, the recipient need
only nonitor who sent the e-mail.

11. Undeliverable Notice

One coment at or suggested that when an el ectronic
notice is returned and the furnisher notifies the
reci pient, the recipient may give the furnisher a corrected
el ectronic address to receive the statenent el ectronically.

The consent rule in the final regulations allows the
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furnisher to obtain a new address fromthe recipient and
resend the notice.

12. Al l owabl e Period to Deliver Paper Statenment

Two comment ators reconmended that if the recipient
states that he or she no | onger has an e-nmil address or
i nternet access, and desires a paper statenent, the
furni sher should construe the recipient:s statenent as a
wi t hdrawal of consent. Furnishers will then be allowed a
certain nunber of days to furnish the paper statenent to
the recipient. |In addition, several nmenbers of the
information reporting industry requested that a cut-off
date be provided for w thdrawi ng consent.

The final regulations retain the rul es regarding
wi t hdrawal of consent, but allow the furnisher to treat a
request for a paper statenent as a w thdrawal of consent.
Treasury and the IRS do not think the regul ati ons shoul d
i npose a cut-off date for wi thdrawi ng consent. Furnishers
may, however, provide that a withdrawal of consent takes
effect either on the date it is received by the furnisher
or on a subsequent date, thereby inposing their own cut-off
date for w thdraw ng consents.

The final regulations retain the rule that a
wi t hdrawal of consent will not affect a statenent that has

been furnished electronically. Thus, if the w thdrawal
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takes effect after the statenent is furnished

el ectronically, the statement will be considered tinely if
it was furnished electronically by the applicable due date.
The final regulations also provide that if the w thdrawal
of consent takes effect before the statenent is furnished
el ectronically a paper statenment nust be furnished. |In
this case, a paper statement furnished after the statenent
due date will be considered tinely if furnished within 30
days after the date the wi thdrawal of consent is received
by the furnisher. This extension of tinme elimnates the
need to address reasonable cause for late filing under
section 6724. Therefore, the proposed amendnent to the
regul ati ons under section 6724 is not adopted and tenporary
regul ati on 8301.6724-1T i s renoved.

13. Corrected Statenents

Two conment ators requested that the furnisher be able
to post both Forms W 2c and repl acenent Forns W 2 on the
website. The commentators noted that an enpl oyer nay
prefer to conpletely replace an enpl oyee:s W2, if it can be
done before W2s are filed with the Social Security
Adm ni stration, thereby avoiding the W2c process. The
regul ati ons have not been anended to all ow a repl acenent
FormW2 if a FormW2c is otherwi se required. The purpose

of the regulations is to describe the manner in which
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statenents may be furnished electronically. The

regul ations are not intended to change the established
procedures for correcting statenents. Enployers should
consult IRS fornms and instructions for the appropriate
correction procedures.

14. Access Peri od

Two comment at ors recommended shortening the period of
tinme during which statenments can be accessed by changi ng
the period’ s end date from Cctober 15th to April 30th (or
August 15) to reduce the anmount of tinme conputer hackers
wi |l have to access the confidential information on the
website. One conmentator noted that even if a recipient
intends to apply for two extensions, it is highly likely
that the recipient will have accessed the Form W2 on the
website by April 15 to determ ne whether a paynent was
necessary by that date. One comentator suggested that
furni shers have the option to maintain statenents on the
website until April 30, as long as they provide
repl acenents through Cctober 15 by paper or as attachnents
to an e-mail.

The final regul ations do not change the access period.
It is the responsibility of the furnisher to maintain a
secure website. It is inportant to allow access to the

website during the entire filing season (including the
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period of extensions) to enable taxpayers to inport the
information directly to their returns if they choose to
file electronically.
Speci al Anal yses

It has been determ ned that these final regulations
are not a significant regulatory action as defined in
Executive Order 12866. Therefore, a regulatory assessnent
is not required. It has also been determ ned that section
553(b) of the Adm nistrative Procedure Act (5 U S.C
Chapter 5) does not apply to these regul ati ons.
Final Regulatory Flexibility Analysis

The collection of information contained in 881.6041-2,
1. 6050S-2, 1.6050S-4, and 31.6051-1 is required if a person
required to furnish a taxpayer with a statenment w shes to
furnish the statenment electronically. This information
will be used to determ ne that the recipient has consented
to receive the statenent electronically. The objectives of
these final regulations are to provide uniform
practicable, and adm nistrable rules for providing
information statenents electronically. The types of snal
entities to which the regul ations nmay apply are snal
el igi ble educational institutions (such as coll eges and
uni versities), small corporations and partnerships, and

smal | enpl oyers.
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There are no known Federal rules that duplicate,
overlap, or conflict with these regul ations. The
regul ati ons i npose the | east econom ¢ burden on snmal
entities of all of the alternatives considered. The
collection of information is required only from persons
receiving the statenents electronically using a nethod
aut hori zed by the final regul ations.

Drafting Information

The principal author of these final regulations is
M chael E. Hara, of the Ofice of Associate Chief Counsel
(Procedure and Adm nistration), Admnistrative Provisions
and Judicial Practice Division. However, other personnel
fromthe IRS and Treasury Departnent participated in their
devel opnent .

Li st of Subjects

26 CFR Part 1

| ncome taxes, Reporting and recordkeeping
requirenents.

26 CFR Part 31

Enpl oynent taxes, |Incone taxes, Penalties, Pensions,
Railroad retirenent, Reporting and recordkeeping
requi renents, Social security, Unenploynent conpensati on.

26 CFR Part 301
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Enpl oynent taxes, Estate taxes, Excise taxes, Gft
t axes, Inconme taxes, Penalties, Reporting and recordkeeping
requi renents.

26 CFR Part 602

Reporting and recordkeepi ng requirenents.

Adoption of Amendnents to the Regul ations
Accordingly, 26 CFR parts 1, 31, 301, and 602 are

amended as foll ows:

PART 1--1NCOVE TAXES
Paragraph 1. The authority citation for part 1 is

anmended by renoving the entries for “Section 1.6041-2T,

" Section 6050S-4T,” and “Section 6050S-2T" and addi ng

entries in nunerical order to read in part as foll ows:
Authority: 26 U S.C. 7805 * * *
Section 1.6041-2 also issued under 26 U.S.C. 6041(d). * * *
Section 1.6050S-2 al so issued under 26 U. S.C. 6050S(qg).
Section 1.6050S-4 al so i ssued under 26 U.S.C. 6050S(g). * * *
Par. 2. Section 1.6041-2(a)(5) is added to read as

foll ows:

"1.6041-2 Return of information as to paynents to enpl oyees.

(a)***

(5) Statenent for enployees. An enployer required

under this paragraph (a) to file FormW2 with respect to an
enpl oyee is al so required under sections 6041(d) and 6051 to

furnish a witten statenent to the enployee. This witten
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statement mnust be furnished on Form W2 in accordance with
section 6051 and the regul ations.
ok ok k%
"1.6041- 2T [ Renpved]

Par. 3. Section 1.6041-2T is renoved.

Par. 4. Section 1.6050S 2 is added to read as
fol | ows:

"1.6050S-2 Information reporting for paynents and

rei nbursenments or refunds of qualified tuition and rel at ed

expenses.

(a) Electronic furnishing of statenments--(1) In

general . A person required by section 6050S(d) to furnish
a witten statenent regardi ng paynents and rei nbursenents
or refunds of qualified tuition and rel ated expenses
(furnisher) to the individual to whomit is required to be
furni shed (recipient) nmay furnish the statenent in an

el ectronic format in lieu of a paper format. A furnisher
who neets the requirenents of paragraphs (a)(2) through (6)
of this section is treated as furnishing the required

st at enent .

(2) Consent--(i) In general. The recipient nust have

affirmatively consented to receive the statenent in an
el ectronic format. The consent may be made el ectronically

in any manner that reasonably denonstrates that the
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reci pient can access the statement in the electronic format
in which it will be furnished to the recipient.
Alternatively, the consent may be nade in a paper docunent
if it is confirned electronically.

(i1) Wthdrawal of consent. The consent requirenent

of this paragraph (a)(2) is not satisfied if the recipient
wi t hdraws the consent and the w thdrawal takes effect
before the statement is furnished. The furnisher nmay
provide that a withdrawal of consent takes effect either on
the date it is received by the furnisher or on a subsequent
date. The furnisher may al so provide that a request for a
paper statenment will be treated as a withdrawal of consent.

(ii1) 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 wll
not be able to access the statenent, the furnisher nust,
prior to changing the hardware or software, provide the
recipient with a notice. The notice nmust describe the

revi sed hardware and software required to access the
statenent and informthe recipient that a new consent to
receive the statement in the revised el ectronic format nust
be provided to the furnisher. After inplenenting the

revi sed hardware and software, the furnisher nust obtain

fromthe recipient, in the manner described in paragraph
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(a)(2)(i) of this section, a new consent or confirmation of
consent to receive the statenent el ectronically.

(iv) Exanples. The followi ng exanples illustrate the
rules of this paragraph (a)(2):

Exanple 1. Furnisher F sends Recipient Ra letter
stating that R may consent to receive statenents required
by section 6050S(d) electronically on a website instead of
in a paper format. The letter contains instructions
expl ai ning how to consent to receive the statenents
el ectronically by accessing the website, downl oading the
consent docunent, conpleting the consent docunent and e-
mai | i ng the conpl eted consent back to F. The consent
docunent posted on the website uses the sane el ectronic
format that F will use for the electronically furnished
statements. R 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.

Exanple 2. Furnisher F sends Recipient R an e-mail
stating that R may consent to receive statenents required
by section 6050S(d) electronically instead of in a paper
format. The e-mail contains an attachnent instructing R
how to consent to receive the statenents el ectronically.
The e-mai| attachment uses the same electronic format that
Fwll 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
t he manner described in paragraph (a)(2)(i) of this
section.

Exanpl e 3. Furnisher F posts a notice on its website
stating that Recipient R nay receive statenments required by
section 6050S(d) electronically instead of in a paper
format. The website contains instructions on how R may
access a secure webpage and consent to receive the
statenments electronically. By accessing the secure webpage
and giving consent, R has consented to receive the
statenents electronically in the manner described in
paragraph (a)(2)(i) of this section.
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(3) Required disclosures--(i) In general. Prior to,

or at the tinme of, a recipient:=s consent, the furnisher nust
provide to the recipient a clear and conspi cuous di sclosure
statenent containing each of the disclosures described in
paragraphs (a)(3)(ii) through (viii) of this section.

(ii) Paper statenent. The recipient nust be inforned

that the statenment will be furnished on paper if the
reci pi ent does not consent to receive it electronically.

(ii1) Scope and duration of consent. The recipient

nmust be informed of the scope and duration of the consent.
For exanple, the recipient nust be infornmed whether the
consent applies to statenents furni shed every year after
the consent is given until it is withdrawn in the manner
descri bed in paragraph (a)(3)(v)(A) of this section or only
to the statement required to be furnished on or before the
January 31 inmedi ately following the date on which the
consent is given.

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

reci pient nust be infornmed of any procedure for obtaining a
paper copy of the recipient=s statenent after giving the
consent described in paragraph (a)(2)(i) of this section
and whet her a request for a paper statenent will be treated

as a w thdrawal of consent.



23

(v) Wthdrawal of consent. The recipient nmust be

i nforned that--

(A) The recipient may withdraw a consent by witing
(electronically or on paper) to the person or departnent
whose nane, nmiling address, tel ephone nunber, and e-nail
address is provided in the disclosure statenent;

(B) The furnisher will confirmthe wthdrawal and the
date on which it takes effect in witing (either
el ectronically or on paper); and

(C) A withdrawal of consent does not apply to a
statenent that was furnished electronically in the manner
described in this paragraph (a) before the date on which
the wi t hdrawal of consent takes effect.

(vi) Notice of termi nation. The recipient nmust be

i nfornmed of the conditions under which a furnisher wll
cease furnishing statenments electronically to the
recipi ent.

(vii) Updating information. The recipient nust be

i nfornmed of the procedures for updating the information
needed by the furnisher to contact the recipient. The
furni sher must informthe recipient of any change in the
furnisher’s contact information.

(viii) Hardware and software requirenents. The

reci pient nust be provided with a description of the
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har dware and software required to access, print, and retain
the statenment, and the date when the statement will no
| onger be avail able on the website.

(4) Format. The electronic version of the statenent
must contain all required information and conply with
appl i cabl e revenue procedures relating to substitute
statenments to recipients.

(5) Notice--(i) In general. |If the statenent is

furni shed on a website, the furnisher nust notify the

reci pient that the statenent is posted on a website. The
notice may be delivered by mail, electronic mail, or in
person. The notice nust provide instructions on how to
access and print the statement. The notice nust include
the following statenment in capital letters, Al MPORTANT TAX
RETURN DOCUMENT AVAI LABLE. @ If the notice is provided by
el ectronic mail, the foregoing statenent nust be on the
subject line of the electronic mail.

(ii) Undeliverable electronic address. |If an

el ectronic notice described in paragraph (a)(5)(i) of this
section is returned as undeliverable, and the correct

el ectroni c address cannot be obtained fromthe furnisher:s
records or fromthe recipient, 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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(iii) Corrected statenents. |f the furnisher has

corrected a recipient:s statenment that was furnished
el ectronically, the furnisher nmust furnish the corrected
statenment to the recipient electronically. |[If the
recipient’s statenent was furnished through a website
posting and the furnisher has corrected the statenent, the
furni sher must notify the recipient that it has posted the
corrected statenent on the website within 30 days of such
posting in the manner described in paragraph (a)(5)(i) of
this section. The corrected statenent or the 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- mai l
addr ess.

(6) Access Period. Statenents furnished on a website

nmust be retained on the website through October 15 of the
year follow ng the cal endar year to which the statenents
relate (or the first business day after such Cctober 15, if
Cctober 15 falls on a Saturday, Sunday, or |egal holiday).
The furnisher nmust maintain 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 the first business day after such October 15, if
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Cctober 15 falls on a Saturday, Sunday, or |egal holiday)
or the date 90 days after the corrected statenents are
post ed, whichever is |ater.

(b) Paper statenents after withdrawal of consent. |If

a recipient withdraws consent to receive a statenent
electronically and the w thdrawal takes effect before the
statement is furnished electronically, a paper statenent
nmust be furnished. A paper statenment furnished after the
statenment due date under this paragraph (b) wll be
considered tinely if furnished within 30 days after the
date the w thdrawal of consent is received by the

furni sher.

(c) Effective date. This section applies to

statenments required to be furnished after February 13,
2004. Paragraph (a)(6) of this section also applies to
statenments required to be furnished after Decenber 31
2003.
"1. 6050S-4T [ Renpved]

Par. 5 Section 1.6050S-4T is renoved.

Par. 6 Section 1.6050S-4 is added to read as foll ows:

"1.6050S-4 Infornation reporting for paynents of interest on

qual i fi ed educati on | oans.

(a) Electronic furnishing of statenents--(1) In

general . A person required by section 60505(d) to furnish a
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witten statenent regarding paynents of interest on
qgual i fi ed education | oans (furnisher) to the individual to
whomit is required to be furnished (recipient) may furnish
the statenment in an electronic format in |ieu of a paper
format. A furnisher who neets the requirenents of

par agraphs (a)(2) through (6) of this section is treated as
furni shing the required statenent.

(2) Consent--(i) In general. The recipient nmust have

affirmatively consented to receive the statenent in an

el ectronic format. The consent may be nade el ectronically
in any manner that reasonably denonstrates that the

reci pient can access the statenment in the electronic format
in which it will be furnished to the recipient.
Alternatively, the consent may be nade in a paper docunent
if it is confirnmed electronically.

(ii) Wthdrawal of consent. The consent requirenent

of this paragraph (a)(2) is not satisfied if the recipient
wi t hdraws the consent and the wi thdrawal takes effect
before the statement is furnished. The furnisher may
provide that a withdrawal of consent takes effect either on
the date it is received by the furnisher or on a subsequent
date. The furnisher may al so provide that a request for a

paper statenent will be treated as a withdrawal of consent.
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(iii) 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 wll
not be able to access the statenent, the furni sher nust,
prior to changing the hardware or software, provide the
recipient wwth a notice. The notice nust describe the

revi sed hardware and software required to access the
statenent and informthe recipient that a new consent to
receive the statenment in the revised electronic format mnust
be provided to the furnisher. After inplenenting the

revi sed hardware and software, the furnisher nust obtain
fromthe recipient, in the manner described in paragraph
(a)(2)(i) of this section, a new consent or confirmation of
consent to receive the statenent el ectronically.

(iv) Exanples. The follow ng exanples illustrate the
rules of this paragraph (a)(2):

Exanple 1. Furnisher F sends Recipient Ra letter
stating that R may consent to receive statenents required
by section 6050S(d) electronically on a website instead of
in a paper format. The letter contains instructions
expl aining how to consent to receive the statenents
el ectronically by accessing the website, downl oadi ng the
consent docunent, conpleting the consent docunent and e-
mai | ing the conpl eted consent back to F. The consent
docunent posted on the website uses the sane el ectronic
format that F will use for the electronically furnished
statenments. R 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.
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Exanpl e 2. Furnisher F sends Recipient R an e-nmail
stating that R may consent to receive statenents required
by section 6050S(d) electronically instead of in a paper
format. The e-mail contains an attachnment instructing R
how to consent to receive the statenents el ectronically.
The e-mai| attachment uses the same electronic format that
Fwll 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
t he manner described in paragraph (a)(2)(i) of this
section.

Exanpl e 3. Furnisher F posts a notice on its website
stating that Recipient R nay receive statenments required by
section 6050S(d) electronically instead of in a paper
format. The website contains instructions on how R may
access a secure webpage and consent to receive the
statenments el ectronically. By accessing the secure webpage
and giving consent, 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 tinme of, a recipient:=s consent, the furnisher nust
provide to the recipient a clear and conspi cuous di sclosure
stat enment containing each of the disclosures described in
paragraphs (a)(3)(ii) through (viii) of this section

(ii1) Paper statenent. The recipient nmust be infornmed

that the statenent will be furnished on paper if the
reci pi ent does not consent to receive it electronically.

(1i1) Scope and duration of consent. The recipient

nmust be informed of the scope and duration of the consent.
For exanple, the recipient nust be infornmed whether the

consent applies to statenents furni shed every year after
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the consent is given until it is withdrawn in the nmanner
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 immediately followi ng the date on which the
consent is given.

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

reci pient nust be inforned of any procedure for obtaining a
paper copy of the recipient:s statenent after giving the
consent described in paragraph (a)(2)(i) of this section
and whet her a request for a paper statenent will be treated
as a W thdrawal of consent.

(v) Wthdrawal of consent. The recipient nust be

i nforned that--

(A) The recipient may withdraw a consent by witing
(electronically or on paper) to the person or departnent
whose nanme, mailing address, tel ephone nunber, and e-nai
address is provided in the disclosure statenent;

(B) The furnisher will confirmthe withdrawal and the
date on which it takes effect in witing (either
el ectronically or on paper); and

(C A withdrawal of consent does not apply to a
statenent that was furnished electronically in the manner
described in this paragraph (a) before the date on which

the withdrawal of consent takes effect.
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(vi) Notice of termination. The recipient nust be

i nfornmed of the conditions under which a furnisher wll
cease furnishing statenents electronically to the
reci pi ent.

(vii) Updating information. The recipient nust be

i nfornmed of the procedures for updating the information
needed by the furnisher to contact the recipient. The
furni sher must informthe recipient of any change in the
furni sher’s contact information.

(viii) Hardware and software requirenents. The

reci pient nmust be provided with a description of the

har dware 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.

(4) Format. The electronic version of the statenent
must contain all required information and conply with
appl i cabl e revenue procedures relating to substitute
statenments to recipients.

(5) Notice--(i) In general. |If the statenent is

furni shed on a website, the furnisher nust notify the
reci pient that the statenent is posted on a website. The
notice may be delivered by mail, electronic mail, or in
person. The notice nust provide instructions on how to

access and print the statenent. The notice nust include
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the followi ng statement in capital letters, A MPORTANT TAX
RETURN DOCUMENT AVAI LABLE. @ If the notice is provided by
el ectronic mail, the foregoing statenent nust be on the
subject line of the electronic nail

(i1) Undeliverable electronic address. [|f an

el ectronic notice described in paragraph (a)(5)(i) of this
section is returned as undeliverable, and the correct

el ectroni c address cannot be obtained fromthe furnisher:s
records or fromthe recipient, then the furnisher nust
furnish the notice by mail or in person within 30 days
after the electronic notice is returned.

(iii) Corrected statenents. |f the furnisher has

corrected a recipient:s statement that was furnished

el ectronically, the furnisher nmust furnish the corrected
statement to the recipient electronically. |If the
recipient’s statenent was furnished though a website
posting and the furnisher has corrected the statenent, the
furni sher must notify the recipient that it has posted the
corrected statenent on the website wthin 30 days of such
posting in the manner described in paragraph (a)(5)(i) of
this section. The corrected statenment or the notice nust

be furnished by mail or in person if--
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(A) An electronic notice of the website posting of an
original statenment or the corrected statenent was returned
as undel i verabl e; and

(B) The recipient has not provided a new e- mai l
addr ess.

(6) Access Period. Statements furnished on a website

must be retained on the website through October 15 of the
year follow ng the cal endar year to which the statenents
relate (or the first business day after such Cctober 15, if
Cctober 15 falls on a Saturday, Sunday, or |egal holiday).
The furnisher nust nmaintain 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 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 statenents are
posted, whichever is |later.

(b) Effective date. This section applies to

statenments required to be furnished after February 13,
2004. Paragraph (a)(6) of this section also applies to
statenents required to be furnished after Decenber 31
2003.

"1. 6050S- 2T [ Renpved]

Par. 7 Section 1.6050S-2T is renoved.
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PART 31-- EMPLOYMENT TAXES AND COLLECTI ON OF | NCOVE TAX AT
SOURCE

Par. 8. The authority citation for part 31 is anended
by revising the entry for “31.6051-1(d”) and renoving the
entry for “Section 31.6051-1T" to read, in part, as
fol | ows:

Aut hority: 26 U.S.C. 7805 * * *
Section 31.6051-1 al so issued under 26 U.S. C. 6051. * * *

Par. 9. In 831.6051-1, paragraph (j) is added to read
as foll ows:

"31.6051-1 Statenents for enpl oyees

* * % *x *

(j) Electronic furnishing of statenments--(1) In

general . A person required by section 6051 to furnish a
witten statenent on Form W2 (furnisher) to the individua
to whomit is required to be furnished (recipient) my
furnish the FormW2 in an electronic format in lieu of a
paper format. A furnisher who neets the requirenments of
paragraphs (j)(2) through (6) of this section is treated as
furnishing the FormW2 in a tinely manner.

(2) Consent--(i) In general. The recipient nust have

affirmati vely consented to receive the FormW2 in an
el ectronic format. The consent nay be made el ectronically

in any manner that reasonably denonstrates that the
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reci pient can access the FormW2 in the electronic format
in which it will be furnished to the recipient.
Alternatively, the consent may be nade in a paper docunent
if it is confirmed electronically.

(i1) Wthdrawal of consent. The consent requirenent

of this paragraph (j)(2) is not satisfied if the recipient
w thdraws the consent and the w thdrawal takes effect
before the statement is furnished. The furnisher may
provide that a withdrawal of consent takes effect either on
the date it is received by the furnisher or on a subsequent
date. The furnisher may al so provide that a request for a
paper statenment will be treated as a withdrawal of consent.

(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 wll
not be able to access the Form W2, the furnisher nust,
prior to changing the hardware or software, provide the
recipient with a notice. The notice nust describe the
revi sed hardware and software required to access the Form
W2 and informthe recipient that a new consent to receive
the Form W2 in the revised electronic format nust be
provided to the furnisher. After inplenenting the revised
hardware and software, the furnisher nust obtain fromthe

recipient, in the manner described in paragraph (j)(2)(i)
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of this section, a new consent or confirmation of consent
to receive the FormW2 electronically.

(iv) Exanples. The follow ng exanples illustrate the
rules of this paragraph (j)(2):

Exanple 1. Furnisher F sends Recipient Ra letter
stating that R may consent to receive Form W2
electronically on a website instead of in a paper fornmat.
The letter contains instructions explaining howto consent
to receive FormW2 electronically by accessing the
websi te, downl oadi ng the consent docunent, conpleting the
consent docunent and e-mailing the conpl eted consent back
to F. The consent docunent posted on the website uses the
same electronic format that F will use for the
el ectronically furnished FormW2. R reads the
i nstructions and submts the consent in the manner provided
in the instructions. R has consented to receive the
statenments electronically in the manner described in
paragraph (j)(2)(i) of this section.

Exanple 2. Furnisher F sends Recipient R an e-mail
stating that R may consent to receive Form W2
electronically instead of in a paper format. The e-muil
contains an attachment instructing R how to consent to
receive Form W2 electronically. The e-mail attachnent
uses the sane electronic format that F will use for the
el ectronically furnished FormW2. R opens the attachnent,
reads the instructions, and submts the consent in the
manner provided in the instructions. R has consented to
receive Form W2 electronically in the manner described in
paragraph (j)(2)(i) of this section.

Exanpl e 3. Furnisher F posts a notice on its website
stating that Recipient R nay receive Form W2
electronically instead of in a paper format. The website
contains instructions on how R may access a secure webpage
and consent to receive the statenents electronically. By
accessing the secure webpage and giving consent, R has
consented to receive FormW2 electronically in the manner
described in paragraph (j)(2)(i) of this section.

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

or at the tinme of, a recipient:s consent, the furnisher nust
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provide to the recipient a clear and conspi cuous discl osure
stat ement contai ning each of the disclosures described in
paragraphs (j)(3)(ii) through (viii) of this section.

(ii) Paper statenent. The recipient nust be inforned

that the Form W2 will be furnished on paper if the
reci pi ent does not consent to receive it electronically.

(ii1) Scope and duration of consent. The recipient

nmust be informed of the scope and duration of the consent.
For exanple, the recipient nust be infornmed whether the
consent applies to each FormW2 required to be furnished
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 first FormW2 required to be furnished
following the date on which the consent is given.

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

reci pient nust be inforned of any procedure for obtaining a
paper copy of the recipient:s statenent after giving the
consent described in paragraph (j)(2)(i) of this section
and whet her a request for a paper statenment will be treated
as a withdrawal of consent.

(v) Wthdrawal of consent. The recipient nust be

i nformed that- -
(A) The recipient may withdraw a consent by witing

(electronically or on paper) to the person or departnent
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whose nanme, mailing address, tel ephone nunber, and e-nai
address is provided in the disclosure statenent;

(B) The furnisher will confirmthe wthdrawal and the
date on which it takes effect in witing (either
el ectronically or on paper); and

(C A withdrawal of consent does not apply to a
statenment that was furnished electronically in the manner
described in this paragraph (j) before the date on which
the wi thdrawal of consent takes effect.

(vi) Notice of termination. The recipient nust be

informed of the conditions under which a furnisher wll
cease furnishing statenents electronically to the recipient
(for exanple, termnation of the recipient:zs enploynent with
furni sher - enpl oyer).

(vii) Updating information. The recipient nust be

i nfornmed of the procedures for updating the information
needed by the furnisher to contact the recipient. The
furni sher must informthe recipient of any change in the
furnisher’s contact information.

(viii) Hardware and software requirenents. The

reci pient 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 Form W2 wll no | onger

be available on the website. The recipient nust be
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infornmed that the Form W2 may be required to be printed
and attached to a Federal, State, or |ocal inconme tax
return.

(4) Format. The electronic version of the Form W2
must contain all required information and conply with
appl i cabl e revenue procedures relating to substitute
statenments to recipients.

(5) Notice--(i) In general. |If the statenent is

furni shed on a website, the furnisher nust notify the

reci pient that the statenent is posted on a website. The
notice may be delivered by mail, electronic mail, or in
person. The notice nust provide instructions on how to
access and print the statement. The notice nust include
the following statenent in capital letters, A MPORTANT TAX
RETURN DOCUMENT AVAI LABLE. @ If the notice is provided by
el ectronic mail, the foregoing statenent nust be on the
subject line of the electronic mail.

(ii) Undeliverable electronic address. |If an

el ectronic notice described in paragraph (j)(5)(i) of this
section is returned as undeliverable, and the correct

el ectroni c address cannot be obtained fromthe furnisher:s
records or fromthe recipient, 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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(iii) Corrected FormW2. |f the furnisher has

corrected a recipient:s FormW2 that was furnished

el ectronically, the furnisher nmust furnish the corrected
Form W2 to the recipient electronically. If the
recipient’s Form W2 was furnished though a website posting
and the furnisher has corrected the Form W2, the furnisher
must notify the recipient that it has posted the corrected
Form W2 on the website within 30 days of such posting in

t he manner described in paragraph (j)(5)(i) of this
section. The corrected Form W2 or the notice nust be
furnished by mail or in person if--

(A) An electronic notice of the website posting of an
original Form W2 or the corrected Form W2 was returned as
undel i ver abl e; and

(B) The recipient has not provided a new e- il
addr ess.

(6) Access period. Forns W2 furnished on a website

nmust be retained on the website through October 15 of the
year follow ng the cal endar year to which the Fornms W2
relate (or the first business day after Cctober 15, if
October 15 falls on a Saturday, Sunday, or |egal holiday).
The furnisher nust maintain access to corrected Forms W2
that are posted on the website through Cctober 15 of the

year follow ng the cal endar year to which the Forms W2
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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.

(7) Paper statenents after withdrawal of consent. If

a recipient wthdraws consent to receive a statenent
electronically and the withdrawal takes effect before the
statenment is furnished electronically, a paper statenent
must be furnished. A paper statenent furnished after the
statenent due date under this paragraph (j)(7) wll be
considered timely if furnished within 30 days after the
date the withdrawal of consent is received by the

furni sher.

(8) Effective date. This paragraph (j) applies to

Formse W2 required to be furnished after February 13, 2004.
Paragraph (j)(6) of this section also applies to Forns W2
required to be furnished after Decenber 31, 2003.
"31. 6051-1T [ Renpved]

Par. 10. Section 31.6051-1T is renoved.
PART 301- - REGULATI ONS ON PROCEDURE AND ADM NI STRATI ON

Par. 11. The authority citation for part 301
continues to read, in part, as foll ows:

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

"301. 6724- 1T [ Renoved]
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Par. 12. Section 301.6724-1T is renoved.
PART 602- - OvB CONTROL NUMBERS UNDER THE PAPERWORK REDUCTI ON
ACT

Par. 13. The authority citation for part 602
continues to read as follows:

Authority: 26 U S.C. 7805.

Par. 14. In "602. 101, paragraph (b) is anended by:

1. Renoving the following entries fromthe table

1. 604 0- 2T . . 1545-1729
1. 6050S- 2T . . . 1545- 1729
1. 6050S-4T . .. 1545-1729
31. 6051- 0T . .. 1545-1729

2. Revising the entry for “31.6051-1" in the table to
read as foll ows:

*602. 101 OWB Control nunbers.

* % * * *

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

* * * * *

31. 6051-1 . .. 1545- 0008
...................................................... 1545- 0182
...................................................... 1545- 0458
...................................................... 1545- 1729

3. Adding the following entries in numerical order to

the table to read as foll ows:
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"*602.101 OMB Control nunbers.

*x * * * *

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

* * * * *

1. 6040- 2 . 1545-1729
* * * * *

1. 6050S- 2 . . . 1545- 1729
1. 6050S-4 . . .. 1545-1729

* * k% *x %

Mark E. Mat hews
Deputy Conmi ssioner for Services and Enforcenent.

Approved: February 12, 2004

Panel a F. d son

Assi stant Secretary of the Treasury.



