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1. CIRCUMSTANCES NECESSITATING COLLECTION OF INFORMATION

Internal Revenue Code (IRC) section 6721 imposes a penalty when a person fails to file an information return on or before the prescribed date, fails to include all of the information required to be shown on the information return, or includes incorrect information on the information return.

IRC section 6722 imposes a penalty when a person fails to furnish a payee statement on or before the prescribed date, fails to include all of the information required to be shown on the payee statement, or includes incorrect information on the payee statement.

IRC section 6722(c)(3)(B), effective for information returns required to be filed and payee statements required to be furnished after December 31, 2016, provides that an election that the de minimis error safe harbor exceptions to the IRC sections 6722 and 6721 penalties not apply shall be made "at such time and in such manner as the Secretary may prescribe."  

Treasury Decision (TD) 9984 contains final regulations implementing statutory safe harbor rules that protect persons required to file information returns or to furnish payee statements from penalties for failure to file correct information returns or furnish correct payee statements. The collections of information in Treasury Regulations sections 301.6722–1(d)(3)(iii), 301.6722-1(d)(3)(vii), and 301.6722–1(d)(3)(v)(B) facilitate making and revoking this election through a voluntary third-party disclosure. Treasury Regulations section 301.6722-1(d)(4) requires filers to retain records of any election, revocation, or notification for as long as that information may be relevant to the administration of any internal revenue law. This mandatory record keeping requirement is necessary to facilitate compliance with information reporting requirements.

2. USE OF DATA 

As explained in box 1 above, the voluntary third-party disclosures are the means for a payee to make the election provided for by IRC section 6722(c)(3)(B) or to revoke that election, and for filers to provide notification of reasonable alternative manners for the election. The mandatory record keeping requirement is necessary to facilitate compliance (i.e., enforcement by the IRS) with information reporting requirements. The agency does not receive any information under this collection of information.

3. USE OF IMPROVED INFORMATION TECHNOLOGY TO REDUCE BURDEN

The final regulations allow payees significant flexibility in making the election under section 6722(c)(3)(B), including the use of electronic media where the filer has provided notification and is in agreement, leading to reduced burden.  The final regulations also allow filers to make the notification through the use of electronic media.

4. EFFORTS TO IDENTIFY DUPLICATION

The information obtained through this collection is unique and is not already available for use or adaptation from another source.

5. METHODS TO MINIMIZE BURDEN ON SMALL BUSINESSES OR OTHER SMALL ENTITIES

[bookmark: _Hlk68439199][bookmark: _Hlk70187874]The IRS proactively works with both internal and external stakeholders to minimize the burden on small businesses, while maintaining tax compliance. The IRS also seeks input regarding the burden estimates from the public via notices and tax product instructions. The filers can make their election to have the safe harbor not apply electronically, which further reduces any burden to small businesses.

6. CONSEQUENCES OF LESS FREQUENT COLLECTION ON FEDERAL PROGRAMS OR POLICY ACTIVITIES

A less frequent collection would result in taxpayers being unable to support the election or the retraction of the election provided for by section 6722(c)(3)(B).  The mandatory record keeping requirement is necessary for the IRS to maintain voluntary compliance.

7. SPECIAL CIRCUMSTANCES REQUIRING DATA COLLECTION TO BE INCONSISTENT WITH GUIDELINES IN 5 CFR 1320.5(d)(2)

There are no special circumstances requiring data collection to be inconsistent with guidelines in 5 CFR 1320.5(d)(2).

8. CONSULTATION WITH INDIVIDUALS OUTSIDE OF THE AGENCY ON AVAILABILITY OF DATA, FREQUENCY OF COLLECTION, CLARITY OF INSTRUCTIONS AND FORMS, AND DATA ELEMENTS

In response to the Federal Register notice dated November 6, 2024 (89 FR 88111), the IRS received no comments during the comment period regarding TD 9984.

9. EXPLANATION OF DECISION TO PROVIDE ANY PAYMENT OR GIFT TO     RESPONDENTS

No payment or gift will be provided to any respondents.

10. ASSURANCE OF CONFIDENTIALITY OF RESPONSES

Generally, tax returns and tax return information are confidential as required by 26 U.S.C. 6103.

11. JUSTIFICATION OF SENSITIVE QUESTIONS

No sensitive personally identifiable information is being collected by the agency. Information is being shared between the filer and payee, and is only provided to the agency during an inquiry or audit.

12. ESTIMATED BURDEN OF INFORMATION COLLECTION

It is anticipated that there will be 16,123,292 respondents annually and the per response time would be 3.7 minutes per respondent. Resulting in an annual total burden of 992,102 hours.

	Authority
	Description
	# of Respondents
	# Responses per Respondent
	Annual Responses
	Hours per Response
	Total Burden

	6721 & 6722(c)(3)(B)
	Election
	10,057,746
	1.603072099
	16,123,292
	.0615322
	992,102

	Totals
	
	
	
	16,123,292
	
	992,102



The following regulations impose no additional burden. Please continue to assign OMB number 1545-2301 to these regulations. 

1
2
301.6721-1
301.6722-1
301.6724-1


13. ESTIMATED TOTAL ANNUAL COST BURDEN TO RESPONDENTS

There are no start-up or maintenance costs for this collection. The collection does not require respondents to obtain specialized equipment or professional services.

14. ESTIMATED ANNUALIZED COST TO THE FEDERAL GOVERNMENT

There are no annualized costs to the federal government outside of regular agency activities such as taxpayer assistance and enforcement.

15. REASONS FOR CHANGE IN BURDEN

There is no change in the paperwork burden previously approved by OMB. The IRS is submitting this collection for renewal purposes.   

16. PLANS FOR TABULATION, STATISTICAL ANALYSIS AND PUBLICATION

There are no plans for tabulation, statistical analysis and publication.
	
17. REASONS WHY DISPLAYING THE OMB EXPIRATION DATE IS INAPPROPRIATE

The IRS believes that displaying the OMB expiration date is inappropriate because it could cause confusion by leading taxpayers to believe that these regulations expire as of the expiration date. Taxpayers are not likely to be aware that the IRS intends to request renewal of the OMB approval and obtain a new expiration date before the old one expires.

18. EXCEPTIONS TO THE CERTIFICATION STATEMENT ON OMB FORM 83-I

There are no exceptions to the certification statement for this collection.

