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Materials

A copy of this presentation can be 

downloaded from our website at:

http://www.sos-team.com/pdfs/6039_Compliance.pdf
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Disclaimer

Å The following discussion and examples do not necessarily 
represent the official views of Stock & Option Solutions, Inc., with 
respect to any of the issues addressed. Moreover, this 
presentation and the views expressed by the individual 
presenters should not be relied on as legal, accounting, auditing, 
or tax advice. The outcome of any individual situation depends 
on the specific facts and circumstances in which the issue arises 
and on the interpretation of the relevant literature in effect at 
the time.

Å Anyone viewing this presentation should not act upon this 
information without seeking professional counsel and/or input 
from their advisors. 

Å As this is a webcast dealing with SOS products and services, NO 
continuing education credit is available for attending.)
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Agenda
Å Overview of the Regulation
Å Lessons Learned
Å SOS Solutions: How we make it easier for you
ς SOS Outsourcing Services
ς Data audit
ς Signed, Sealed, Delivered: Mailing Fulfillment
ς IRS e-file
ς Participant portal
ς Electronic Statements
ς Consent website

Å Practical Tips for a Smooth 6039 Season
Å Questions?
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IRS Section 6039 Overview

Å What is 6039?

Å Who is impacted by this regulation?

ς Company 

ς Stock Plan Administrator

ς Employees

Å How do we comply with 6039?

Å When are the filings due?
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What is the IRS Section 6039 Regulation?

Å The Not So Painless Regulation:
ς Information reporting to IRS is required IN 

ADDITION to participant information statements

ς Special Forms (Form 3921 & 3922) and Formats for 
Reporting
ω 3921 (ISOs) and 3922 (ESPPs) 

ω Forms/instructions available on IRSwebsite

ω If > 250 forms, must e-file with IRS 

ς Goal is to provide necessary information for 
participants to complete tax returns

ς Public AND Private companies are required to 
comply
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Statements and Filings- Highlights

ς Participant statements by 1/31/13
ω Substitute forms allowed ςPub 1179 rules apply

ς IRS reporting
ω By 2/28/13 if paper (only for under 250 transactions)

ω By 4/2/13 if electronic (available to all, required if 250 
or more transactions)

ω No substitute

ς Transactions that trigger reporting
ω ISO exercises

ω 423-vǳŀƭƛŦƛŜŘ 9{tt άCƛǊǎǘ ¢ǊŀƴǎŦŜǊέ
ς In most cases the purchase of shares will trigger reporting, if 

deposited into a brokerage account
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Extensions

Å Extension for Participant Statements
ς Letter, no electronic form
ς No automatic extension
ς Postmarked by date on which statements are due to recipients. If 

your request for extension approved, generally granted a maximum 
of 30 extra days

ς Section M in the General Instructions:
ω http://www.irs.gov/instructions/i1099gi/ar02.html#d0e1589

Å Extensions for IRS Filings
ς Form 88091

ω Online form = automatic 30-day extension
ς Available at FIRE website https://fire.irs.gov
ς Online form DOES request TCC, but your provider should be able to request an 

extension for you

ω Paper form = On paper Form 8809
ς άwŜǉǳŜǎǘŜǊǎ ǿƛƭƭ ǊŜŎŜƛǾŜ ŀƴ ŀǇǇǊƻǾŀƭ ƻǊ ŘŜƴƛŀƭ ƭŜǘǘŜǊΦ ¸ƻǳ ŀǊŜ ŜƴŎƻǳǊŀƎŜŘ ǘƻ ǎǳōƳƛǘ 

your request via the online fill-ƛƴ ŦƻǊƳΦέ
ς http://www.irs.gov/pub/irs-pdf/f8809.pdf
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1Information in General Instructions misleading ςsays automatic extension

http://www.irs.gov/instructions/i1099gi/ar02.html
https://fire.irs.gov/
http://www.irs.gov/pub/irs-pdf/f8809.pdf


Form 3921 ςISO Reporting
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Sample Substitute Aggregate Form - 3921

10



Form 3922 ςESPP Reporting
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http://www.irs.gov/pub/irs-pdf/f3922.pdf

http://www.irs.gov/pub/irs-pdf/f3922.pdf


Sample Substitute Aggregate Form - 3922
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3922 CƛŜƭŘ ŘŜǎŎǊƛǇǘƛƻƴǎΧ
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Å tŜƴŀƭǘƛŜǎ ƛƴŎǊŜŀǎŜŘ ǿƛǘƘ ǘƘŜ ǇŀǎǎŀƎŜ ƻŦ ǘƘŜ άSmall 
Business Jobs Act of 2010 (H.R. 5297)έ

Å Failure to file with IRS 
Due: March 31 (if electronic)
ω Late by 30 days or less: 

ς Was $15 per form, $75,000 max
ς Now $30 per form; $250,000 max

ω Late by >30 days but filed by August 1: 
ς Was $30 per form, $150,000 max
ς Now $60 per form; $500,000 max

ω Filed after August 1 or not at all: 
ς Was $50 per form, $250,000 max
ς $100 per form; $1,500,000 max

Å NOW DOUBLE THAT for PARTICIPANT FILING
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Social Security Number

Å RegsǊŜǉǳƛǊŜ άLŘŜƴǘƛŦȅƛƴƎ ƴǳƳōŜǊέ ƻƴ 
Participant Statement
ς Social Security Number
ω If the taxpayer has an SSN, it should be used
ω If the taxpayer does not have an SSN, Individual Taxpayer 

Identification Number (ITIN) or ATIN may be used instead

ς Is masking SSN on participant statements 
permissible?
ω bƻΣ ƴƻǘ ŀǘ ǘƘƛǎ ǘƛƳŜΧ
ω tŜǊƳƛǎǎƛōƭŜ ǘƻ άǘǊǳƴŎŀǘŜέ ƻƴ CƻǊƳǎ млфу ǎŜǊƛŜǎΣ млфф 
ǎŜǊƛŜǎΣ ŀƴŘ рпфу ǎŜǊƛŜǎΣ ōǳǘ ƴƻǘ офнм ȅŜǘΧ όǇŀƎŜ ф ƻŦ 
general instructions)

ς Careful with placement on the form!
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Sales Price to Calculate Gain

Å If sales price used to calculate gain for same-
day sale
ς Should sales price or market value appear in 
άƳŀǊƪŜǘ ǾŀƭǳŜέ ŦƛŜƭŘ ƻŦ ŦƻǊƳΚ

ς Pedigreed Practice: Sales price
ω Use of sales price allowed because company has deemed 

it to be market value for these transactions (hopefully in a 
board resolution, policy or plan)

ω Also makes 3921 consistent with 1099-B from broker
ω Confirm with your counsel

ς Confirm which value your system is using and you 
are importing (or sending to your outsource 
provider)
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Fractional Shares & 
Prices
ÅSome ESPPs result in

purchase of fractional shares
ÅHow to submit:
ς Participant ςfine to include on statement
ς IRS e-file will NOT interpret fractional shares 

correctly
ω You send 100.5 ƛǘ ǿƛƭƭ άǊŜŀŘέ 1,005 
ω No decimal delimiter in e-file format
ω Round? Or Truncate?
ς Some vendors suggest rounding down is better so as not to 

over-report
ς {h{ ōŜƭƛŜǾŜǎ ŎƻƴǎŜǊǾŀǘƛǾŜ ŀǇǇǊƻŀŎƘ ƛǎ ǘƻ άǘǊǳŜ ǊƻǳƴŘέ 

» Several other experts support this approach
ς Lw{ ǾŜǊōŀƭ ƎǳƛŘŀƴŎŜ άǊƻǳƴŘ ǘƻ ǘƘŜ ƴŜŀǊŜǎǘ ǿƘƻƭŜ ƴǳƳōŜǊέ
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International Employees

Å Do we have to send to international employees?
ς No ςif no W-2 received at ANY TIME
ς Yes ςif W-2 received for any year between 
ω ISOs: Grant & Exercise (can be up to 10 years)
ω ESPP: Enrollment & Purchase (can be up to 5 years)
ω How to eliminate unnecessary participants? Work with payroll.

Å International addresses wreak havoc with systems that 
produce forms
ς IRS e-file has Foreign Country Indicator, Field Position 247, of 

the "B" Record to let the IRS know that formatting may be 
different

ς Length on limit of address fields (generally 40)
ς What to put in state? 
ω Participant statement ςstates may make sense (Canada)
ω Leave blank for non-US, use 51 position free format instead
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Mergers

Å ²ƘƻΩǎ ǊŜǎǇƻƴǎƛōƭŜ ŦƻǊ ŦƛƭƛƴƎΚ
Å When a company acquires another company
ς Acquirer can agree to assume the target's reporting obligations for 

the year 
ς If the acquirer doesn't agree to assume the target's obligations, 

target is still required to: 
ω file the returns with the IRS 
ω distribute the statements to the employees

ς http://www.irs.gov/pub/irs-pdf/i1099gi.pdf(page 3)

Å Can we send forms early?
ς Participants - Yes
ς IRS paper ςMaybe
ς IRS e-file ςNo 

ω IRS FIRE system will think file is for 2010
ω Must wait until after 1/1/13 to e-file for 2012 transactions
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Returned Mail after Mailing

Å LŦ ȅƻǳ ƘŀǾŜ ŀ άōŜǘǘŜǊέ ŀŘŘǊŜǎǎΣ ȅƻǳ ŀǊŜ 
required to resend

Å LŦ ȅƻǳ ŘƻƴΩǘ ƘŀǾŜ ŀ ōŜǘǘŜǊ ŀŘŘǊŜǎǎΣ ƴƻǘ 
required to resend

Å Pedigreed practice:

ς Follow company policy on mailing and retention 
of returned W-2s
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άLƳǇƻǊǘŀƴǘ ¢ŀȄ wŜǘǳǊƴ 5ƻŎǳƳŜƴǘέ

Å Is this text required on the envelope?
ς No!
ς ά{ǘŀǘŜƳŜƴǘ ƳŀƛƭƛƴƎ ǊŜǉǳƛǊŜƳŜƴǘǎ ŦƻǊ CƻǊƳǎ 1099-DIV, 1099-

INT, 1099-OID, and 1099-PATR, and forms reporting royalties 
ƻƴƭȅΦ έ  ǇŀƎŜ 8 of general instructions

ς άLŦ ȅƻǳ ǇǊƻǾƛŘŜ CƻǊƳǎ 1097, 1098, 1099, 3921, 3922, 5498, or 
W-2D ǊŜŎƛǇƛŜƴǘ ǎǘŀǘŜƳŜƴǘǎ ƛƴ ŀ άǎŜǇŀǊŀǘŜ ƳŀƛƭƛƴƎέ ǘƘŀǘ 
contains only these statements, Forms W-8 and W-9, and a 
letter explaining the tax consequences of the information 
shown on a recipient statement included in the envelope, you 
ŀǊŜ ƴƻǘ ǊŜǉǳƛǊŜŘ ǘƻ ƛƴŎƭǳŘŜ ǘƘŜ ƭŜƎŜƴŘ άLƳǇƻǊǘŀƴǘ ¢ŀȄ wŜǘǳǊƴ 
5ƻŎǳƳŜƴǘ 9ƴŎƭƻǎŜŘέ ƻƴ ǘƘŜ ŜƴǾŜƭƻǇŜΦέ

ς May expose participants to greater risk of identity theft to 
include this language
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Lessons Learned

Å Data issues
ς Duplicate Names/SSN

ς Incomplete/mixed addresses/country missing

ς ISOs treated as NQs

ς Leading zeros on employee data

ς Employee TIN & Name Matching

ς Re-hires

Å Parent company with multiple subsidiaries
ς 3921 vs. 3922

Å Data coming from multiple sources
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SOS Solutions

SOS Outsourcing Services
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SOS Outsourcing Services

Å Full service solution from producing the 
required files to mailing your participant 
statements 

Å Specialized SOS resources to help you 
through each step of the project

ς Leverage our expertise to make this a simple, 
painless process
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SOS Outsourcing Services- Project Plan



SOS Outsourcing Services Team

Å Meet the SOS 6039 Outsourcing Teams:

ς Client Coordinator

ς Logistics Manager

ς Subject Matter Experts

ς Technology Solutions

ς Data/Audit Solutions

ς Fulfillment Solutions
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Crystal Reports ïthe basicsSOS Solutions

SOS Data Audit
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SOS Data Audit

Å An SOS proprietary program run on all 3921 
& 3922 source data files to check for 
common errors/ data issues for our 6039 
Outsourcing clients

Å The SOS data audit report flags any data 
points which should be reviewed or will 
potentially be problematic when generating 
the participant statements or e-file

28



Crystal Reports ïthe basicsSOS Data Audit Check Points
ς Participant data

ω Missing  or incomplete elements
ω Field length
ω SSN ςcheck for same name but different SSNs and different names same SSNs 

as well as any ID numbers beginning with 9, 666, or any digit group with all 
zeros (i.e. 000-##-####, ###-00-####, or ###-##-0000)

ς 3921
ω Grant date is later than exercise date
ω Exercise date is not in the current tax year
ω Exercise is underwater 

ς (Exercise Date FMV < Option Price)

ω Shares exercised is 0
ω Shares exercised are fractional

ς 3922 
ω Purchase price not less than purchase date FMV
ω Purchase date not in current tax year
ω Incorrect enrollment date
ω Total purchased shares over limit 
ω Purchased shares is 0
ω Purchased shares are fractional
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Crystal Reports ïthe basicsSOS Solutions

Signed, Sealed, Delivered

Participant Statements: Mailing the old 
fashioned way
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Participant Statement Mailing

Å Paper delivery- still the most common 
delivery method

ς Must have employee consent if delivering 
electronically

ς Must be postmarkedon or before January 31

ς Mailing considerations- ²ŜΩǾŜ Ǝƻǘ ȅƻǳ ŎƻǾŜǊŜŘΗ

ω SOS tested bulk printing and mailing process under 
tight deadlines
ς Includes final mailing audits

ω No need to worry about printer, paper or postage 
supplies or labor costs
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Crystal Reports ïthe basicsSOS Solutions

Signed, Sealed, Delivered
IRS  e-File
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IRS E-Filing-²ŜΩǾŜ Ǝƻǘ ȅƻǳ ŎƻǾŜǊŜŘΗ
ς Types of records
ω Original
ω Corrected 
ω Void

ς Files in standard ASCII code
ω Fixed width

ς Do not send paper AND e-file 
ω Duplication = Penalties

ς Test files allowed 
ω Generally accepted late in year preceding filing year

ς Files larger than 10,000 records should be compressed
ω WinZip & Pkziponly acceptable formats

ς 250 transaction records or greater MUST file electronically
ς Filing Information Returns Electronically (FIRE): 

https://fire.irs.gov/
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IRS E-Filing
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Do you really want to mess with this??



IRS E-Filing- Corrections

Å Corrections?  We can help with that too.

ς Filing mistakes

ω Corrected by re-filing the form with all of the same 
/corrected information 

ω Select the "Corrected" checkbox on the form 

ω Same process used to correct errors on Form 1099

ω Same for void transactions

ς Corrections subject to same deadline and 
penalties for late filings
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Crystal Reports ïthe basicsMore SOS Technology

SOS Participant Portal
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Participant Portal

Å Year-end documentation
ς 3921
ς 3922
ς Tax statements (ESPP, Withholdings, etc.)

Å Transactions
ς Exercises
ς Releases
ς Purchases

Å Special Events
ς Tender Offers / Exchanges
ς ESPP Enrollment
ς Acquisition Statements
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Participant Portal 
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Participant Portal
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Live Demo!



Crystal Reports ïthe basicsMore SOS Technology

Electronic Statements
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Electronic Statements
ς Must comply with all requirements applicable to 

issuing Forms W-2 electronically

ω Must obtain participants' consent to only deliver 
electronically, with ability to revoke at any time

ω Obtain consent in a manner which demonstrates they 
can access the statements electronically

ω Scope and duration of consent must be disclosed

ω Provide means of obtaining paper statement, if 
desired

ς More information? View our recent articles in 
SOS Xtra: Part IPart II
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Electronic Statements - Practical Tips

Å Get Started Now!

ς Learn the rules/requirements

ς Discuss with internal partners

ς What is the budget?

ς Get consent early!!

ω Reminders

ω Green

ω (Social) Security
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Crystal Reports ïthe basicsHow SOS Ensures a Smooth 6039 Season

Å SOS Can:
ς Gather consent
ς Data audit
ς Creating the file
ς Generate the statements
ς Audit of statements
ς Printing, stuffing, mailing of statements
ς Electronic delivery of statements
ς Collecting / distributing peripheral materials
ς Communications
ς IRS e-File
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SOS 6039 Solutions
SOS 6039 Outsourcing

ω Full service solution to eliminate the burden
ω Secure and easy file transfer of your sensitive data
ω Data audit and review applied before loading for participant statement and 

e-file generation
ω Substitute statements allow you to aggregate transactions and send fewer 

pages saving money and reducing participant confusion
ω SOS can transmit the e-file to the IRS on your behalf

SOS 6039 Fulfillment
ω {h{ Ŏŀƴ ǇŜǊŦƻǊƳ ǇǊƛƴǘƛƴƎ ŀƴŘ ƳŀƛƭƛƴƎ ƻŦ ǇŀǊǘƛŎƛǇŀƴǘ ǎǘŀǘŜƳŜƴǘǎ ƻƴ ŎƭƛŜƴǘΩǎ 

behalf
ω One page cover letter included (customizable template provided)
ω Optional additional statement mailings for comprehensive year-end package

SOS Participant Portal
ω Obtain electronic consent from employees for electronic delivery of 3921 

and 3922 statements
ω Display all year-end tax information to employees (including 3921 and 3922 

statements)
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