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Employer Information Reporting and Burden Reduction Subgroup Report 

A. Reporting by Insurance Companies and Applicable Large Employers under 
IRC §6055 and §6056 
IRPAC would like to thank the IRS for adopting several of our prior year 

recommendations dealing with §§ 6055 and 6056 during 2017 which include: 

• Continued education about AIR system requirements.  We note that the 2017 
filing season was much smoother than the initial year. 

• Updating recipient notes and Tax Tips on Forms 1095-B and 1095-C which 
helped reduce recipient requests relating to forms not needing corrections. 

• The extension of “good faith efforts” penalty relief for reporting of incorrect or 
incomplete information reported on returns to 2016 Forms 1095-B and Forms 
1095-C filed in 2017. While not specifically requested by IRPAC we also 
welcomed the extension of the deadline for furnishing the Forms to recipients 
for 30 days from January 31, 2017. 

In addition, IRPAC would like to remind IRS that there are two open 
recommendations from our 2016 recommendations that we would like addressed:  

(1) Guidance on reporting in situations in which an Applicable Large Employer 
group member undergoes a corporate transaction in a calendar year and  

(2) Guidance on which corrections to Form 1095-C might be considered 
inconsequential to the recipient as there are clearly elements on that form 
that only apply to the potential liability for employer shared responsibility 
payments and have no bearing on the recipient’s tax return. 

Recommendations 

IRPAC recommends that “good faith efforts” penalty relief for reporting of 
incorrect or incomplete information reported on returns as well as a 30-day delay for 
furnishing forms from January 31, 2018 be extended to 2017 Forms 1095-B and Forms 
1095-C filed in 2018. 

Discussion 

IRS announced in issued Notice 2016-70 that it was providing an automatic 
extension of the due dates to comply with the Affordable Care Act (ACA) reporting 
requirements. The due date to furnish individuals the 2016 Form 1095-B, Health 
Coverage, and the 2016 Form 1095-C, Employer-Provided Health Insurance Offer and 
Coverage, was extended for 30 days from January 31, 2017 to March 2, 2017. In 
addition, this notice provided that penalties would not be imposed on health insurers 
and employers that make a good faith effort to comply with the reporting requirements, 
provided statements were furnished to individuals and filings were made with the IRS on 
a timely basis. Penalties for future years are to be evaluated under a more rigorous 
“reasonable cause” standard which is explained in Treas. Reg. §301.6724-1. 

https://www.irs.gov/pup/taxpros/2015irpacempinforeportburdenreductionsubgroup.pdf
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There are several reasons for recommending that a similar extension and penalty 
relief be extended for the current year’s filings.  First, these ACA forms are fundamentally 
different than many information returns that report income to recipients and are required 
for completion of individual tax returns.  These other income-reporting returns are 
providing information that taxpayers need to complete their Forms 1040.  However, the 
ACA information returns report “status”. As the IRS, has observed many times in many 
forums, including FAQs on its website, most individuals will have knowledge and alternate 
documentation which will permit them to complete their tax returns without receipt of these 
ACA forms. The fact is that only a very small percentage of the employed population will 
need the information on a Form 1095-C to claim or certify eligibility for premium tax credits 
for coverage secured through the Marketplace.  The individual should have knowledge of 
which months, if any; he or his dependents were enrolled in coverage to address the 
individual shared responsibility requirements of his Form 1040.   

Moreover, due to the nature of the information, it is often burdensome to get the 
necessary data for the final months of the calendar year in time to populate a form due 
January 31.  In fact, given the requirements around providing health care coverage, there 
can be information and elections in February that impact reporting for the prior December.  
Unlike the information reporting systems that have been built up over the years to support 
the timely filing of the income-reporting information returns, the information necessary to 
accurately complete the ACA forms are still not that advanced and are subject to the 
retroactivity already discussed that, for the most part, does not impact the income 
reporting to individuals who are cash-basis taxpayers.  The requested furnishing delay 
will mean that the forms provided will be more accurate and reduce the number of 
corrections that issuers would otherwise need to provide.   

In the absence of another universal extension to the furnishing deadline, the IRS 
should expect to be inundated with requests for extensions.  This request will be in writing 
and require manual review by IRS.  While the IRS may not feel that in the third year of 
reporting it would be inclined to grant very many of such requests, we would expect many 
filers, especially large employers to request these extensions.  Filing for these extensions 
by large corporate conglomerates will be especially burdensome to both filers and IRS as 
although the information is usually housed at the group level, each legal entity in the large 
group will need to file its own request.  This will create burden for both the filers and IRS.     

As to the request for penalty relief, IRPAC notes that, based on our anecdotal 
experience, the preponderance of errors being identified on these ACA forms continue to 
be in the area of name/TIN mismatches.  Some employers have experienced these errors 
for employees whose name/SSN combination are not being flagged for the same 
combination when submitted on Forms W-2 for the same calendar year.   

Proposed regulations were published on August 2, 2016 which explain a newly 
designed process by which solicitations must be done to allow filers to demonstrate 
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reasonable cause for missing or incorrect TINs. Due to the change in administration and 
new constraints on issuing regulations, it appears highly unlikely that these regulations 
will be finalized by the end of 2017. 

Especially in light of number of these name/TIN errors, filers are understandably 
nervous about the potential imposition of penalties.  It is especially difficult to address 
these errors without TIN matching capability. For these reasons, we recommend that 
the good faith standard be extended until ACA-reporting specific TIN solicitation rules 
are finalized.  At the very least, we would recommend that such relief be extended to 
these specific TIN/name matching errors if broader relief is not forthcoming.    

 

B. Electronic Submission and Verification of Specific Forms 

Recommendations 
IRPAC recommends that the IRS takes steps to digitize the receipt, confirmation 

of acceptance and other processes involved with several filings to assist the efficiency in 
administration on behalf of both the IRS and tax professionals.   

1. IRPAC recommends a central look up location for confirmation of acceptance 
of Form 2553 Election by Small Business.  
 

2. IRPAC recommends the IRS allow Form 2848 (Power of Attorney and 
Declaration of Representative) to be electronically filed and IRS receipt 
confirmed.  
 

3. Form 8655 (Reporting Agent Authorization); IRPAC recommends that the 
Internal Revenue Service (IRS) modernizes its system to allow a portal-like 
environment where a Payroll Service Provider (PSP) can:  
• Electronically file the Form 8655;  

 
• Revoke a previously filed Form 8655;  

 
• If and when necessary, be able to verify in real time the acceptance of 

the Form 8655 by the IRS by viewing a complete list of FEIN’s assigned 
to the PSP. 
 

• We would further recommend that this system be designed to return the 
proper name control and tax deposit frequency for each FEIN so the 
PSP can properly have tax payments posted. 

Discussion 

1. Confirmation of Accepted or Rejected Form 2553 Election by a Small 
Business Corporation: 
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Form 2553 Election by Small Business is either mailed or faxed into the IRS on 
behalf of a small business electing to be recognized as an S Corporation. Currently, 
taxpayers and practitioners have no efficient means to confirm receipt of this form by 
the IRS. Currently acceptance letters are often mailed by the IRS to the corporation 
making the request; however, the letters are not always received by the corporation or 
tax professional making the request. It is burdensome for the corporation to wait for the 
confirmation letter in the mail, and if it is not received, the corporation or tax professional 
must call again to follow up. If there was a main data base maintained as to the status; 
accepted or declined by Corporate name and EIN number, either the business or their 
tax professional could look up to confirm the timely acceptance of said election. 

The ability to look up the denied elections would allow for less stress and proper 
tax reporting during the corporation’s initial tax year, thus reducing extra work and 
discussions required to be held with an IRS agent. 

2: Electronic Form 2848 Power of Attorney for Individuals and Business: 

The current process for filing Form 2848 is for it to be mailed or faxed to the IRS.  
Currently, the IRS accepts both faxed signatures and paper Forms 2848 with 
signatures. Our recommendation will reduce the burden of paper forms mailed or faxed 
to the IRS and allow a more safe and secure electronic system to supplement the 
current outdated system.   

  An electronic filing system could also permit a tax professional to check on the 
status of the form as well as allow the taxpayer to revoke the power of attorney or 
permit the tax professional to file its withdrawal more efficiently. It would also eliminate 
manual processes by IRS employees, increasing efficiencies for the agency. 

Return receipts or fax confirmations do not guarantee that these Forms 2848 are 
properly and timely entered into the system by the IRS. Often when a qualified tax 
professional calls in on the Tax Professional Hot Line, a repeat of the already faxed 
Form 2848 must be sent a second time directly to the IRS agent who is handling the 
call. This causes the IRS agent and the tax professional to waste valuable time 
repeating a process that may have already been done. If the form was allowed to be 
entered in electronically IRPAC believes it would reduce time and save money for the 
IRS while providing an easier time representing the taxpayer by the tax professional. 

Since its inception, electronic filing has eliminated the loss of documents needed 
for practitioners and taxpayers’ representatives to accurately and efficiently respond to 
IRS inquiries and settle cases in an expeditious manner. It is recognized that digitizing 
filing processes increases security of personally identifiable information. Electronic 
signatures are already allowed for the processing of numerous requests to the IRS for 
information. A prime example is the allowance of electronic signatures on Form 4506-T 
(Request for Transcript of Tax Return). Accordingly, we recommend the design of a 
system that would be beneficial and add efficiencies for the IRS, taxpayers and tax 
professionals. 
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3. Electronic Portal for Form 8655 Reporting Agent Authorization: 

Today the submission of Form 8655 (Reporting Agent Authorization) requires a 
paper submission for the vast majority of payroll service bureaus and anyone filing 
payroll tax returns (94X series) or remitting payments on behalf of businesses. In order 
to file a Form 8655, the payroll service provider (PSP) must fax the document (the form 
can be electronically signed) to 855-214-7523. The IRS then has a manual task of 
return faxing the processed Form 8655 and hand writing the name control on the Forms 
8655 it processes.  

If the PSP wants to revoke the Form 8655, the PSP will send a manual list to the 
IRS to the same fax number. There is no verification of receipt other than the IRS does 
send monthly lists to the PSP of any revocation of 8655 status – the list appears to only 
show businesses that change PSP and does not include the revocation list the PSP 
sends.   

This recommended portal system would eliminate the need for 2 IRS manual 
processes and streamline the entire program. The IRS would eliminate the need for 
faxing the Form 8655 with the name control and the sending of the revocation letter as 
these processes would be automated, real time, within the portal.  

Currently, the PSP has no way to verify if the IRS has processed all the Forms 
8655 submitted and also has no way to check on what Forms 8655 are assigned to the 
PSP. This can result in delays when the PSP attempts to discuss tax related issues with 
the service, or attempts to run transcripts. Any illegible Form 8655 submission or 
missing forms are not reconciled. The result is when the PSP attempts to contact the 
IRS on behalf of its client or try to run a transcript if the Form 8655 was not processed, 
the PSP must stop and contact the business to get a new Form 8655 as the one they 
have will most likely be out of date and need to be redone. The efficiencies for both IRS 
and PSPs would benefit all concerned. 

C. Enhance Availability of the Combined Federal State Filing (CF/SF) Program 

Recommendation 
 IRPAC recommends the IRS make updates into the Combine Federal State 
Filing Program by making federal returns available to the states on a more real-time 
basis.  

Discussion 

 Currently, the Combined Federal State Filing Program is an information sharing 
service the IRS offers to payors of form 1099-B, 1099-DIV, 1099-G, 1099-INT, 1099-K, 
1099-MISC, 1099-OID, 1099-PATR, 1099-R, and 5498. The service, defined in 
Publication 1220 sec. 11, states that the IRS will electronically forward information 
returns for both originals and corrections to participating states.  
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In recent years, states have been ending their participation in this program for a 
variety of reasons. This has created two primary problems for payors: 

1. The emergence of decentralized state filing requirements. Because states are 
leaving the CF/SF program in favor of their own unique filing requirements, 
payors are forced to maintain a separate process and procedure in order to 
comply with numerous deadlines and formatting requirements. The reporting 
practices implemented by states can also be far less secure, leaving data 
susceptible to stolen identity refund fraud. One such practice includes reporting 
returns with un-masked TINs on paper directly to states, which increases the risk 
for fraud in our tax system. 
 

2. The list of participating states in IRS publication 1220 Sec. 11 Table 1 does not 
get updated to reflect the state change. This creates ambiguity for payors looking 
to comply with state requirements. Payors who treat the IRS as their source of 
truth for information returns get inaccurate guidance about their state filing 
obligations. 

States have cited a primary reason for ending their participation in the CF/SF 
program is that the information forwarded from the IRS is not available quickly enough 
to effectively process state returns. Working with the IRS, IRPAC has learned the 1099 
information returns are scheduled to be shared by the IRS to the states six times a year. 
However, only four distributions occurred in tax year 2016. Increasing the frequency of 
updates to a monthly basis would entice states to continue participation in the CF/SF 
program.  

Investment in the CF/SF program by way of increasing data availability to the 
states would: 

• For the IRS: Reduce the risk of stolen identity refund fraud  
• For States: Make state information returns more readily available 
• For Payors: Reduce the number of unique state information reporting 

requirements 

IRPAC wants to stress that, in a time of accelerating information reporting return 
deadlines, payors need a simplistic process to accurately comply with both federal and 
state regulations. More importantly, there is an opportunity to draw states back to a 
federal reporting standard and eliminate a risk-based approach to information reporting. 

D. Truncations of SSNs on form W-2 

Recommendation 
IRPAC would like to thank IRS for the proposed regulations allowing for the 

truncation of social security numbers on Form W-2 in the wake of Section 409 of the 
PATH Act. We recommend that the proposed regulations be finalized with a 
modification to the instructions for form W-2 to permit all returns submitted electronically 
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be provided to the employee with a truncated social security number. Returns that will 
be filed on paper could be issued in a non-truncated format.  

Discussion 

Instructions for form W-2 state that filers are not to truncate social security 
numbers shown on form W-2. Section 409 of the PATH Act extends authority to allow 
truncated social security numbers on form W-2. 

Now that the IRS has the authority, it is in the best interest of form recipients and 
the filing community, from a security perspective, to permit the masking of social 
security numbers on the furnished Forms W2 

Section 409 of the PATH Act has confused many filers who now think SSN 
truncation is allowed; however, it is still in direct violation of the form instructions. 
Nonetheless, we believe that the truncations should be optional because requiring 
truncated SSNs would create processing problems for any returns filed on paper.  

The primary benefit to providing truncated only W-2s is the increased security 
that comes with masked social security numbers. With more than 250 million W-2s 
processed in tax year 2016 (per Publication 6961), every possible security measure 
should be taken to protect tax payer’s personally identifiable information. 

E. Restricted Stock Units: Guidance on Timing and Withholding of Deposits 
and Penalties   

Recommendation 

IRPAC recommends that specific guidance be provided on the timing 
requirements for deposits of employment and income taxes related to income on 
vesting of restricted stock units (“RSUs”). In addition, IRPAC recommends that the IRS 
specifies that an administrative waiver be provided on the failure to deposit penalty on 
the same terms that operate with respect to the exercise of Nonqualified stock options 
(“NQSOs”). Moreover, IRPAC recognizes that IRS might want to update guidance to be 
in line with changes in the SEC rule on stock settlement.   

Discussion 

The IRS has not provided specific guidance on timing rules with respect to 
income associated with the vesting of stock-settled restricted stock units that are paid 
on vesting. Our concern is that there is no specific guidance or relief for employers who 
are faced with typical timing in settlement with respect to RSUs.   

While there are many variations, the most common fact pattern involves the 
transfer of stock on the vesting of RSUs. In such cases, the employer generally issues a 
DWAC (Deposit/withdrawal at custodian) instruction to the company’s transfer agent to 
transfer shares to the employee’s account on the vesting date with settlement occurring 
thereafter. Deposit/withdrawal at custodian (DWAC) method is a way of electronically 
transferring new shares or paper share certificates from the Depository Trust Company 
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(DTC), which performs as a clearinghouse for settling trades in corporate and municipal 
securities.  

The Deposit/Withdrawal at Custodian (DWAC) is one of two ways of transferring 
between broker/dealers and the DTC; the other way of transferring is known as the 
Direct Registry System (DRS) method. Both systems enable investors to hold securities 
in registered form on the books of the transfer agent, rather than in a paper physical 
form. DRS is different from DWAC in that shares in DRS have already been issued and 
are held electronically on the books of the transfer agent.  

With the change in the SEC rules shortening the settlement cycle from three to 
two business days, T+2, IRPAC wanted to once again request specific guidance and 
relief in this area. 

The rules applicable to the treatment of RSUs should be applied similarly to that 
applicable to the exercise of NQSOs as the settlement of shares on vesting of the 
typical RSU is very similar to that of the exercise of NQSOs.  With respect to NQSOs, a 
Field Directive dated March 14, 2003 provided that “[w]hile I.R.C. Sec. 83 and the 
Regulations thereunder generally point to exercise date as the trigger for inclusion of 
income from exercise of nonqualified stock options, the FICA and income tax 
withholding provisions do not impose a withholding obligation on the employer until 
wages are actually or constructively paid….”  The directive went on to instruct 
examiners not to challenge the timeliness of employment tax deposits attributable to the 
exercise of NQSOs, provided that the deposits are made within one day of the 
settlement date provided the settlement date is no more than three days after the date 
of exercise. IRM 20.1.4.26.2.6 operationalizes that rule with respect to the application 
and calculation of failure to deposit penalty on income arising on the exercise of 
NQSOs. 

As the income tax rules, employment tax rules and impediments to withholding 
apply equally to the settlement of shares on the vesting of RSUs, IRPAC is 
recommending similar specific guidance be issued on RSUs relative to the timing of 
employment tax deposits and the associated penalty relief.  Of course, IRPAC 
recognizes that IRS would likely want to update the guidance to two days from three to 
remain in alignment with the SEC rule.   

F. Shrink the “tax gap” due to underreported cash income  
 

Recommendation 

IRPAC recommends that the IRS attempt to reduce the underreporting of cash 
income by reinvigorating and promoting education awareness.  IRPAC recommends 
that the IRS continue to increase awareness of the current trend of underreporting cash 
income by assisting in promoting education awareness. This can be accomplished by 
reaching out to numerous industry organizations such as the National Restaurant 
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Association and the American Association of Cosmetology Schools, and others that 
encompass millions of cash paid taxpayers. 

The promotion of current IRS training videos online like Small Business Taxes: 
The Virtual Workshop should be used in the quest to build educational tax awareness. 
IRPAC recommends that these video training programs be revised and updated.  The 
“business income” segment was updated five years ago; IRPAC also recommends 
adding a special segment “Reporting Cash Income” to be included in this component of 
online training videos. In addition to the benefit to the IRS of collecting additional 
revenue, we believe that the videos should stress the benefits to the individual 
taxpayers which could include the potential for increased Social Security benefits, 
qualifying for the Earned Income Tax Credit as well as increased access to credit. 

Discussion 

Currently, the underreporting of cash income leads to the “tax gap” due to 
improperly underreported cash income amongst numerous key professions/individuals 
known for cash income such as bail bonds, car washes, check cashing establishments, 
coin operated amusements, cosmetologist hair salons, laundromats, massage salons, 
nail shops, scrap metal, restaurants, taxicab services, and waiters/waitresses. 

During 2005-2007 IRPAC made a recommendation to shrink the tax gap by 
addressing the cash economy. As a result, reporting on Form 1099K Payment Card and 
Third-Party Network Transactions was instituted. IRPAC is aware of the growing tax gap 
and recommends updating and revising IRS current online training Small Business 
Taxes: The Virtual Workshop. 

IRPAC believes this to be a useful tool and a source of training available to small 
business owners and individuals getting paid predominantly in cash. The program 
needs to be brought up to date. Once the program has been brought up to date a 
simple reach out to the many industry organizations via an IRS NPL public 
announcement, along with directly targeted emails to key industry organizations that 
contain businesses and income paid in cash can be used to bring new awareness of the 
training revisions. 

IRPAC believes that this will build communication with small businesses and 
individuals who receive much of their income in cash. Due to IRS budget constraints, 
this will allow for cost-effective, continued and much needed education and training that 
could influence a reduction of non-reported cash income. 

G. Online Tax Professional Account 
 

Recommendations 

IRPAC recommends that a Tax Professional Online Account be established. An 
online account for tax professionals will enable Tax Professionals to manage 
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authorizations online and provide tax professionals access to some of their client’s 
information. 

Discussion 

 Currently there is no website where a tax professional can view and manage 
their client authorizations and their client’s accounts. A Tax Professional Online Account 
could provide the authorized tax professional access to:  

• View the accounts for which the tax professional has authorization; 
• Request holds on accounts, which would prevent the mailing of subsequent 

notices and provide time to respond to notices before being escalated into 
Collections;  

• Address tax levies electronically; 
• Move an erroneous payment from one tax module to the correct module;   
• Transmit pertinent information for consideration in determining whether penalty 

relief was merited; and 
• Provide transcripts on the Business Master File to verify all wages in addition to 

taxes to help in resolving civil penalty notices and responding to Combined 
Annual Wage Report mismatch notices and preparing Form 941Xs. 

The call wait time during the 2015 fiscal year was up to 1 ½ to 2 hours for the 
Practitioner Priority Service lines. The Commissioner’s public remarks at several forums 
anticipated that the average person who tries to call the IRS will get through 
approximately 50% of the time as opposed to 64% of the time in fiscal year 2014; 
indeed the percentage of calls that are getting through was down to 40% for 2015. 

This recommendation is being proposed with the intention of providing the IRS, 
employers, tax practitioners and service providers a digital solution to the burdens 
created by the IRS budget cuts. Implementation of this recommendation would free up 
customer service resources at the IRS and provide practitioners a secure and 
streamlined method in meeting their client’s needs.  
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