Penalty Relief for TIN Errors on
1996 & 1997 Forms 1099-R

Announcement 98-73

In early August, the Internal Revenue
Service (IRS) will send certain filers of
Form 1099-R (payers of distributions
from pensions, annuities, retirement or
profit-sharing plans, individual retirement
accounts, insurance contracts, etc.) lists of
payees whose taxpayer identification
numbers (TINs) on 1996 Forms 1099-R
filed with the IRS have been identified as
missing or incorrect based on the IRS
matching process. Most of these listings
will be included with the Notice 972CG,
but some will be sent separately. The law
provides a penalty of $50 per return for
filing an information return with a miss-
ing or incorrect TIN. For 1996 and 1997,
for the Forms 1099-R only, the IRS will
not assess this TIN penalty, merely be-
cause the TIN has been identified as miss-
ing or incorrect based on the IRS match-
ing process. In certain cases this penalty
may be assessed after an examination of a
payer’s returns. Payers should use these
listings to correct their records and per-
form necessary solicitations to obtain cor-
rect payee information to establish rea-
sonable cause for any TIN penaltiesin
future years.
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The IRS will still send out proposed
penalty notices for the 1996 Form 1099-
R, as well as for other information re-
turns, in early August to those who filed
late or failed to file on magnetic media
when required to do so.

Questions & Answerson the Form
1099-R TIN Listing
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Why isthe IRS sending this listing?
The IRSis sending thislisting so that
the payer can compare the data on it
to the information in its records and
then take steps to secure correct
payee information so that future in-
formation returns may be filed accu-
rately.

What is contained in thislisting?
This listing consists of the Forms
1099-R filed for Tax Year 1996 that
have been identified as having miss-
ing or incorrect TINs based on the
records of the IRS and the Social Se-
curity Administration (SSA).

When does the IRS consider a TIN to
be missing or incorrect?

A TIN isidentified as missing if
there isno entry in the TIN block of
aForm 1099 or if the number is ob-
viously incorrect. A number is obvi-
ously incorrect if, for example, it
does not have nine characters or it
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includes alpha characters. A TIN is
identified as incorrect if the name/
TIN combination on a Form 1099
does not match the name/TIN com-
bination found in IRS and SSAfiles.

What should be done with the infor-
mation in the listing?

The payer should compare the infor-
mation in the listing with its records
to identify accounts or records with
the same name/TIN combination and
account or other number (if pro-
vided). The IRS recommends that
the payer contact these payees and
ask them for the correct name/TIN
combination that can be used on fu-
tureinformation returns. Although a
certified TIN is not required from
these payees, the payer may use
Form W=9, “Request for Tax pay er
I dentification Number and Certifica-
tion,” for this purpose. The payer
should also check its records for er-
rors (such as transposition of digits)
so that the correct name/TIN combi-
nation can be used on any future in-
formation returns.

What should be done if the payer
does not have a payee’s TIN?

The payer should comply with the
TIN solicitation requirements in
Regulations section 301.6724-1(e).
In addition, Federal income taxes
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should be withheld from any pay-
ments made to the payee that are
designated distributions under Code
section 3405. In the case of nonperi-
odic payments, a flat rate of 10%
should be withheld on non-eligible
rollover distributions. On eligible
rollover distributions, the withhold-
ing rate of 20% should continue to
be used. In the case of periodic pay-
ments, the payer should withhold
using the wage withholding rates for
a single taxpayer claiming zero (0)
allowances .

What should be done if a payee re-
fuses or neglectsto providea TIN?
The payer should withhold under the
provisions of Code section 3405. See
Q&AS.

What should be done if a payee pro-
vides the same name and TIN that
was on the listing?

The payer should continue to use the
name and TIN provided and keep a
copy on file of the documentation re-
ceived from the payee.

What should be done if a TIN was
actually on file but was left off the
Form 1099 or reported incorrectly?
The payer should make the change to
its records and use the correct infor-
mation on future filings.

Will the IRS impose a penalty under
Code section 6721 with respect to
the information returns merely be-
cause a TIN isidentified as missing
or incorrect on thislisting?

No. In August 1998 (for Tax Year
1996), the IRS is providing this list-
ing so that payers can obtain correct
name/TIN information for use on
any future Forms 1099-R filed. In-
correct name/TIN combinations and
missing TINs on future Forms 1099—
R filed may result in a penalty.

. Isthislisting a notification, under

Code section 3405(e)(12)(B), that
the TIN furnished by the payeeis
incorrect?

No. Theinformational listing pro-
vided in August 1998 will not be
treated as a notice under Code sec-
tion 3405(e)(12)(B) that the T I N
furnished by the payee isincorrect.
In 1998 (for Tax Year 1996), the
IRS isonly providing thisinforma-
tional listing so that payers can con-

Q11.

A1l

Q12.

Al2.

Q13.

A13.

tact these payees and obtain correct
name/TIN information for use on
future Forms 1099-R filed.

Where can | find additional infor-
mation about the reasonable cause
regul ations and requirements for
missing and incorrect name/TIN
combinations?

See Publication 1586, “ Reasonable
Cause Regulations and Require-
ments for Missing and Incorrect
Name/TINs.”

Sinceit islikely that Forms 1099-R
for Tax Year 1997 have already
been filed with the missing or in-
correct information found on this
listing, will penalty relief for 1997
also be granted?

Yes. For Tax Year 1997, thisrelief
will be granted for the TIN penalty
for Forms 1099-R only.

Who should be called with any
questions?

The Information Reporting Pro-
gram Centralized Call Site may be
called at (304) 263-8700 (not atoll-
free number) between 8:30 a.m.
and 4:30 p.m. (EST). Payers may
also access the Information Returns
Program Bulletin Board using stan-
dard personal computing equipment
at (304) 264-7070 (not a toll-free
number).




