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Who is Impacted 

Any business entities that are predecessors (entity being acquired) or successors (acquiring entity) in 
a merger or acquisition and have an obligation to report information on the following forms will be 
interested in a quick refresher on the alternative procedures for combined reporting: 

• Forms 1042-S.
• Forms in the 1098 or 1099 or 5498 series.
• Forms W-2G.

Generally, in a merger or acquisition, both the successor and predecessor business entities have an 
obligation to report certain transactions occurring during the acquisition year, or the calendar year 
in which the acquisition occurs.  These transactions include any instances where the business 
entities made or received payments, withheld or collected taxes that are reportable on the above-
mentioned forms (collectively referred to as ‘the required set of forms’). 

What Changed 

Oftentimes, predecessor and successor business entities forget that if they meet certain conditions, 
they may combine information reporting on those forms for the acquisition year.  This is called an 
alternative procedure.  In order to take advantage of this alternative procedure for combined 
information reporting, the successor and predecessor entities must meet all of the following 
conditions: 

• The successor and predecessor must be business entities that are either a corporation,
partnership, or sole proprietorship.

• The successor must acquire from the predecessor substantially all of the property:
o Used in the trade or business of the predecessor, or
o Used in a separate unit of a trade or business of the predecessor

• During the pre-acquisition portion of the acquisition year, the predecessor must file the
required information returns as a result of making or receiving payments, or withholding or
collecting taxes.

• During the post-acquisition portion of the acquisition year, the predecessor or the separate
unit of the predecessor must not make or receive any such payments and must not withhold
or collect any such tax.

• The successor and predecessor business entities agree to apply the alternative procedure
and provide a statement to the Internal Revenue Service (IRS) with required information
regarding the agreement; and

• The IRS instructions or publications relating to Forms 1042–S, a specific form in the series
1098, 1099, or 5498, or Forms W-2G do not prohibit use of this alternative procedure.

The predecessor and the successor must agree that the successor assumes the entire information 
reporting obligations for the required set of forms (see above) for the predecessor. If the successor 
and predecessor do not agree, then the predecessor and the successor each must file Forms 1097, 
1098, 1099, 3921, 3922, 5498, and W-2G for their own reportable amounts as they usually would.  
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If they do agree, then the predecessor is relieved of its information reporting obligations for 
reportable transactions occurring in the acquisition year, if their agreements meets and the 
successor satisfies the following requirements: 

• The predecessor and successor must agree upon the specific Forms 1042- S, forms in the
series 1098, 1099, and 5498, and Forms W-2G to which this alternative procedure applies.

• The predecessor and successor may agree to:
o Use the alternative procedure for all the required set of forms; or
o Limit the use of the alternative procedure to:

 Specific Forms 1042-S, forms in the series 1098, 1099, or 5498, or Forms W-
2G; or

 Specific reporting entities (i.e., any unit, branch or location within a
particular business entity that files its own separate information returns).

Examples of using the alternative procedure include: 

• A predecessor and successor business entity have compatible record keeping systems for
dividends only.  In this instance, they may use the alternative procedure for Forms 1099-DIV
and the standard procedures for all other forms.

• A predecessor and successor business entity have compatible record keeping systems at
branches located in a certain region.  In this instance they may use the alternative procedure
with respect to the records maintained at those locations, and use the standard procedure
with respect to the records maintained at all other locations.

It is interesting to note that the sharing of confidential taxpayer identification numbers and other 
information obtained for purposes of reporting under the alternative procedure does not violate the 
confidentiality rules under the Internal Revenue Code. 

Reporting.  For each form that the predecessor and successor business entities agree to use the 
alternative procedure, the successor must combine: 

• The payments made or received on account of a person by the predecessor in the pre-
acquisition portion of the acquisition year with

• The payments made or received on account of that person by the successor in that year, if
any, and must report the aggregate amount(s) on account of that person for that year.

The successor must also combine the amount of any tax withheld for a person by the predecessor in 
the pre-acquisition portion of the acquisition year with the amount withheld under such sections for 
that person by the successor in that year and, on the appropriate form(s), must report the aggregate 
amount for the year.  

Statement.  The successor must file a statement with the IRS indicating that it is filing the 
appropriate forms on a combined basis and in accordance with the requirements for the alternative 
procedures.  The IRS requires this statement, because it identifies forms to process according to the 
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alternative procedure, avoids duplicate reporting, and allows the IRS to reconcile deposits of tax 
withheld made by two entities.  For the predecessor and successor, the statement must include:  

• The names, addresses, telephone numbers, employer identification numbers (EINs), and the 
name and telephone number of the person responsible for preparing the statement;  

• The amount of federal income tax withheld by the predecessor and by the successor for 
each type of form being filed on a combined basis (for example, Form 1099-R or 1099-MISC) 
separately; and  

The successor must send this statement separately from Forms 1097, 1098, 1099, 3921, 3922, 5498, 
and W-2G and by due date of each form.  For Forms 1042-S, the successor must attach the 
statement to the Form 1042 on or before the date the Form 1042 is due.  

How to Implement 

Mergers and acquisitions always bring forth quite an effort in terms of due diligence and reporting.  
It is helpful to consider the alternative procedure for combined reporting as it may relieve some of 
the pressure during an already busy time.  If you have not done so already, below is a quick list of 
items to think about: 

• Identify key stakeholders and other businesses divisions that may impact activity related to 
merger and acquisition transactions (e.g., legal, finance, external counsel and advisors with 
insight into the transaction). 

• Agree to the format, delivery, and type of data that the predecessor must provide in order 
for the successor to do the reporting.   It is important that the successor doing the reporting 
is comfortable with the information provided.  Doing this early in the process by reviewing a 
sample data feed will help to avoid issues later in the reporting season.  

• Include an option for using the alternative procedure in your Mergers and Acquisitions 
section of your general processes and procedures manual. 

• Be ready to identify source systems and information for data required to be reported in the 
alternative procedure – this will make it easier to see where the successor and predecessor 
systems overlap. 

Are you considering a merger or acquisition this year?  Would the alternative procedure for 
combined reporting help your tax department?  Let us know if you have used the alternative 
procedure and if it worked for you in the comment section on LinkedIn or email us! 

Resources 

• Rev. Proc. 99-50 
• 2019 General Instructions for Certain Information Returns (Forms 1096, 1097, 1098, 1099, 

3921, 3922, 5498, and W-2G) 

https://www.linkedin.com/company/complyexchange/
mailto:contact@complyexchange.com
https://www.irs.gov/pub/irs-irbs/irb99-52.pdf
https://www.irs.gov/pub/irs-pdf/i1099gi.pdf
https://www.irs.gov/pub/irs-pdf/i1099gi.pdf

