Index

ABATEMENT

Appeal and review. See index heading APPEAL AND
REVIEW

Civil penalties assessed and abated, App. 1D

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

Interest. See index heading INTEREST

International penalties, 13:22

ABSENCE
Reasonable cause, 9:11

ACCUMULATED EARNINGS TAX
Interest, 11:36

ACCURACY RELATED PENALTIES
Generally, 1:10, 1:23, 3:1 et seq.
Adequate disclosure
generally, 3:59 to 3:63
Form 8275- Disclosure Statement, 3:42, App.
3A
Form 8275-R- Regulation Disclosure State-
ment, App. 3B
frivolous items, 3:61
instructions for Form 8275 and Form 8275-R,
3:44
method of disclosure, 3:62
negligence. See ““Negligence” under this head-
ing
partnerships, 3:63
pass-through entities, 3:63
regulations, 3:60
S corporations, 3:63
tax shelters, 3:61
understatements with respect to reportable
transactions, 3:157
Adjustments, overvaluation, 3:73
Applicability, 3:13
Appraisals
generally, 9:66
qualified appraisal, 9:72
qualified appraiser, 9:73
substantial valuation misstatements due to
incorrect appraisals, 3:119
Assessment of penalties
generally, 3:160 to 3:162
deficiency procedures, 3:162
IRC Section 6665, 3:161
Avoidance of penalty for substantial understate-
ment, 3:19
Background, 3:2, 3:5

ACCURACY RELATED PENALTIES—Cont’d

Carelessness, 3:35
Carrybacks and carryovers
negligence, 3:45
overvaluation, 3:89
underpayment of tax, 3:146
CEP taxpayers, tax shelters, 3:68
Computation of penalties
overvaluation, 3:86
underpayment of tax, 3:148
Coordination with return preparer penalties, 4:44
to 4:47
Corporations
overvaluation, 3:85
substantial understatement, 3:47
tax shelters, 3:69
Credit. See “Refund or credit, erroneous claim
for”” under this heading

Defenses
fraud penalties. See index heading FrRaUD
PENALTIES
good faith. See “Good faith’’ under this head-
ing

overvaluation. See ‘““Substantial valuation mis-
statements’’ under this heading
reasonable cause. See “Reasonable cause™
under this heading
Deficiency procedures, 3:162
Definitions, 3:16, 3:23 to 3:26, 3:153
Disclosures. See ““Adequate disclosure’ under
this heading
Disregard. See “Negligence” under this heading
Documentation. See ““Substantial valuation mis-
statements” under this heading
Economic substance, underpayments due to
transactions lacking
generally, 3:98 to 3:118
accounting benefits, 3:107
caselaw precedent, 3:100
changes in the taxpayer’s economic position,
3:103
conjunctive test, 3:102
economic substance penalty, 3:113
exceptions, 3:110
fees, 3:105
joint committee explanation, 3:99
leasing transactions, 3:111
multiple transactions, 3:109
personal transactions of individuals, 3:112
refund, erroneous claim for, 3:114
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ACCURACY RELATED PENALTIES—Cont’d

Economic substance, underpayments due to
transactions lacking—Cont’d
state and local taxes, 3:106
statute, 3:101
substantial purpose, 3:108
tax benefits vs. economic substance, 3:104
transaction costs, 3:105
Erroneous claim for refund or credit, See
“Refund or credit, erroneous claim for”
under this index heading
Estate or gift tax undervaluation
generally, 3:94 to 3:97
appraisals. See ‘““‘Appraisals” under this head-
ing
gross valuation misstatements, 3:96
prior law, 3:9, 3:94
reasonable cause
generally, 3:97
appraisals. See “Appraisals’ under this
heading
Filing return. See “‘Return filed” under this head-
ing
Foreign assets. See “Foreign financial asset
understatement”” under this heading
Form 8275, Instructions for, 3:44
Form 8275- Disclosure Statement, 3:42, App. 3A
Form 8275-R, Instructions for, 3:44
Form 8275-R- Regulation Disclosure Statement,
App. 3B

Fraud penalties. See index heading FRAUD PENAL-
TIES

Frivolous items, adequate disclosure, 3:61
General rules, 3:11
Gift taxes. See ““Estate or gift tax undervalua-
tion” under this heading
Good faith
generally, 3:17
overvaluation, 3:82
Gross valuation misstatements
estate or gift tax undervaluation, 3:96
overvaluation, 3:84

Information return penalties. See index heading
INFORMATION RETURN PENALTIES

Intentional disregard, 3:37
Interest, accrual of, 3:21
Internal Revenue Manual (IRM), 3:4
IRC Section 482 adjustments, 3:73
IRC Section 6662, 3:11
IRC Section 6662A, 3:150, 9:68
IRC Section 6662(d), 3:46, 3:159
IRC Section 6662(e), 3:72
IRC Section 6665, 3:161
Negligence

generally, 3:27 to 3:45
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ACCURACY RELATED PENALTIES—Cont’d

Negligence—Cont’d
adequate disclosure
generally, 3:41
Form 8275- Disclosure Statement, 3:42
instructions for Form 8275 and Form
8275-R, 3:44
applicability, 3:28
carelessness, 3:35
carrybacks and carryovers, 3:45
case law, 3:38
case-by-case determinations, 3:29
definition, 3:27
disregard
generally, 3:34
intentional disregard, 3:37
examples, 3:40
intentional disregard, 3:37
prior law, 3:6
reasonable basis, 3:32
reasonable cause, 9:60
recklessness, 3:36
regulations, 3:30
standard of care, 3:39
strongly indicated, 3:33
New law, 3:3
No show cases
generally, 3:15
substantial understatement, 3:51
One-time penalty, 3:12
Overstatements of pension liability. See ‘“Pension
liability overstatements” under this heading
Overvaluation. See “Substantial valuation mis-
statements’ under this index heading
Partnerships. See ‘‘Pass-through entities’ under
this heading
Pass-through entities
adequate disclosure, 3:63
overvaluation, 3:90
tax shelters, 3:67
Pension liability overstatements
generally, 3:91 to 3:93
prior law, 3:8, 3:91
reasonable cause, 3:93
Prior law
estate or gift tax undervaluation, 3:9, 3:94
fraud penalties, 3:120
negligence, 3:6
overvaluation, 3:7, 3:71
pension liability overstatements, 3:8, 3:91
substantial understatement, 3:49
underpayment of tax, 3:141
Qualified amended return, underpayment of tax,
3:144
Reasonable belief, tax shelters, 3:66
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ACCURACY RELATED PENALTIES—Cont’d

Reasonable cause
generally, 3:17, 3:26, 9:59
appraisals. See ““Appraisals” under this head-
ing
estate or gift tax undervaluation. See “‘Estate
or gift tax undervaluation” under this
heading
negligence, 9:60
overvaluation. See ‘““Substantial valuation mis-
statements’’ under this heading
pension liability overstatements, 3:93
transfer pricing penalty, 9:75
understatements with respect to reportable
transactions, 3:154
Recklessness, 3:36
Reduction of penalties, substantial understate-
ment, 3:50
Refund or credit, erroneous claim for
generally, 3:166 to 3:170
assertion of penalty, 3:167
assessment of penalty, 3:170
coordination with other penalties, 3:168
economic substance, underpayments due to
transactions lacking, 3:114
relief, penalty relief, 3:169
text of IRC § 6676, 3:166 to 3:170
Regulations
adequate disclosure, 3:60
negligence, 3:30
overvaluation, 3:74
substantial understatement, 3:53
underpayment of tax, 3:143
Return filed
definition, 3:25
requirements, 3:14
Return preparer penalties. See index heading
RETURN PREPARER PENALTIES
Revenue procedure 2016-13, App. 3D
S corporations. See ‘“‘Pass-through entities” under
this heading
SFR returns, substantial understatement, 3:51
Standard of care, negligence, 3:39
Statutory provisions, 3:22
Strongly indicated, negligence, 3:33
Substantial understatement
generally, 3:18, 3:46 to 3:58
avoidance of penalty for substantial understate-
ment, 3:19
corporations, 3:47
fraud penalties, 3:133
innocent spouse, knowledge of understatement,
9:83
IRC Section 199A deduction, special rule for,
3:48
IRC Section 6662(d), 3:46

ACCURACY RELATED PENALTIES—Cont’d

Substantial understatement—Cont’d
listed transactions, 3:58
no show cases, 3:51
prior law, 3:10, 3:49
reasonable cause, 9:74
reductions, 3:50
regulations, 3:53
SER returns, 3:51
substantial authority, generally, 3:52
time of determination of substantial authority,
3:57
types of authority, 3:55
weight of authorities, 3:54
written determinations, 3:56
Substantial valuation misstatements
generally, 3:70 to 3:90
adjustments, 3:73
appraisals. See ““Appraisals” under this head-
ing
background, 3:70
carrybacks and carryovers, 3:89
computation of penalties, 3:86
corporations, 3:85
defenses
generally, 3:88
reasonable cause, 3:87
documentation
specified method of valuation, 3:76 to 3:78
unspecified method of valuation, 3:81
effective date, 3:83
good faith, 3:82
gross valuation misstatements, 3:84
IRC 6662(e), 3:72
IRC Section 482 adjustments, 3:73
IRC Section 6695A, incorrect appraisals, 3:119
pass-through entities, 3:90
prior law, 3:7, 3:71
reasonable cause
generally, 3:82, 3:87
appraisals. See ““Appraisals’ under this
heading
regulations, 3:74
specified method of valuation
generally, 3:75
documentation, 3:76 to 3:78
unspecified method of valuation
generally, 3:80
documentation, 3:81
Tax shelter items
generally, 3:64 to 3:69
adequate disclosure, 3:61
CEP taxpayers, 3:68
corporations, 3:69
definition, 3:65
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ACCURACY RELATED PENALTIES—Cont’d
Tax shelter items—Cont’d
pass-through entities, 3:67
reasonable belief, 3:66
Text of statute, 3:22
Transfer pricing penalty
reasonable cause, 9:75
Transfer pricing penalty chart, App. 3C
Underpayment of tax
generally, 3:141 to 3:148

amounts not so shown previously assessed or
collected without assessment, 3:145

assessment of penalties, 3:145
carrybacks, 3:146

computation of penalties, 3:148
definitions, 3:16, 3:24

economic substance lacking. ““Economic

substance, underpayments due to transac-
tions lacking” under this index heading

examples, 3:147
ordering rules for determining amount of
penalties, 3:148
prior law, 3:141
qualified amended return, 3:144
regulations, 3:143
Understatement of tax
generally, 3:149 to 3:159
adequate disclosure, 3:157
amended returns, 3:158
definition of reportable transaction, 3:153
disqualified compensation arrangements, 3:156

foreign assets. See ““Foreign financial asset
understatement’ under this heading

fraud penalties. See index heading FRaUD
PENALTIES

integration with IRC Section 6662(d), 3:159
IRC Section 6662A, 3:150, 9:68

IRC Section 6662(d), 3:159

opinion of tax advisor, 3:155

reasonable cause, 3:154

substantial understatement. See ‘‘Substantial
understatement” under this heading

summary of penalty, 3:152
temporary rules, 3:151

Undervaluation. See “Estate or gift tax
undervaluation” under this heading

Valuation

overvaluation. See ““Substantial valuation mis-
statements’’ under this heading

undervaluation. See “‘Estate or gift tax
undervaluation™ under this heading

ACH PAYMENT OPTION
Employment tax penalties, 7:137
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ACTIONS AND REMEDIES
Information return penalties. See index heading
INFORMATION RETURN PENALTIES
Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

ACTUAL KNOWLEDGE
Innocent spouse, 9:90

ACTUARIAL REPORTS

Employee plan penalties. See index heading
EMPLOYEE PLAN PENALTIES

ADEQUATE DISCLOSURE
Accuracy related penalties. See index heading
ACCURACY RELATED PENALTIES
Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

ADJUSTED SEASONAL INCOME
Estimated income tax, failure to pay, 2:94

ADJUSTMENTS
Accuracy related penalties, overvaluation, 3:73

Estimated income tax, corporate failure to pay,
2:101

ADMINISTRATIVE REVIEW
See index heading APPEAL AND REVIEW

ADVICE

Failure to maintain list of advisees, 1:32

Reasonable cause. See index heading REASONABLE
CAUSE

Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

Tax shelter penalties. See index heading Tax
SHELTER PENALTIES

Understatement of tax, opinion of tax advisor,
3:155

AFFIDAVITS
Return preparer penalties, Consolidated Penalty
Handbook (CPH), 4:13

AGENCY
Information return penalties, actions of agent of
filer, 6:95

AGREED CASES
Employment tax penalties, 7:77

AGRICULTURE
Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES
AICPA INTERPRETATIONS
Return preparer penalties, App. 4E

AIDING AND ABETTING
Generally, 1:30

Tax shelter penalties. See index heading Tax
SHELTER PENALTIES



INDEX

ALCOHOL AND TOBACCO TAXES
Information returns, failure to file, 6:121

ALIMONY

Information return penalties, failure to comply
with information reporting requirements,
6:61

ALLOCATION OF DEFICIENCY

Innocent spouse. See index heading INNOCENT
SPOUSE

AMENDMENTS
Delinquency penalties, 2:4

Understatements with respect to reportable
transactions, 3:158

ANCILLARY RELIEF

Tax shelter penalties, injunctions against promot-
ers or aiders and abettors, 5:77

ANNUALIZED INCOME
Estimated income tax, failure to pay, 2:90, 2:91

ANY PERSON

Employment tax penalties, trust fund recovery
penalty, 7:22

APPEAL AND REVIEW
Generally, 10:1 to 10:110
Additional facts, requests for, 10:30
Administrative procedures, 10:6
Background, 10:7
Billing, freezing, 10:32
Closing action by appeals
records section, 10:43
supporting statements, 10:40 to 10:42
Closing cases
generally, 10:34 to 10:39
abatement of penalties, 10:38
closing letters, 10:37
denial of abatement, 10:34
granting of abatement, 10:35
partial abatement, 10:34
return preparer penalties, 10:36
supporting statements, 10:39
Closing letters
generally, 10:37
return preparer penalties, 10:58
Collection of taxes
collection division, cases received from
generally, 10:21
Form 5580, 10:25
commencement of collection, 10:2
employment tax penalties, 10:81
enjoining, 10:4
Form 5580, 10:25

APPEAL AND REVIEW—Cont’d
Collection of taxes—Cont’d
postassessment penalty appeals. See ““Postas-
sessment penalty appeals” under this
heading
Compromise and settlement
delegation of penalty settlement to Appeals
Officers, 10:26
offers in compromise, 10:14
Conferences, 10:31
Delay, tax proceedings for, failure to pursue
administrative remedies, 8:29
Delegation of penalty settlement to Appeals
Officers, 10:26
Delinquency penalties, bankruptcy, 2:116
Denial of abatement, 10:34
Documents, collection of, 10:22
Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES
Excise taxes, 10:71
Federal tax liens, 10:3
Form 3870- Request for Adjustment, App. 10B
Form 5580, 10:25
Fraud penalties. See index heading FRAUD PENAL-
TIES
Freezing billing, 10:32
Granting of abatement, 10:35
Information return penalties. See index heading
INFORMATION RETURN PENALTIES
Innocent spouse. See index heading INNOCENT
SPOUSE
Interest, abatement of, 11:51, 11:53
International penalties, information as to foreign
corporations engaged in U.S. business,
13:71
Large penalty cases, 10:28
Legal Enforcement Manual (LEM), 10:33
Master file assessment
generally, 10:95, 10:96
employment tax penalties, 10:65
Offers in compromise
generally, 10:14, 10:44 to 10:46
disallowance of claim, 10:45
penalty offers, 10:45
right to file claim, 10:44
Origin of cases, 10:18 to 10:21, 10:48
Partial abatement, 10:34
Penalty Reference Chart, App. 10A
Postassessment penalty appeals
generally, 10:18, 10:22 to 10:24
determinations made by collection, 10:23
determinations not yet made by collection,
10:24
documents, collection of, 10:22
Priorities and preferences, 10:29
Procedure, 10:6, 10:10, 10:15 to 10:17
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APPEAL AND REVIEW—Cont’d

Protesting penalty charge, 10:19
Reasonable cause at Appeals Division, 9:24
Records section, closing action by appeals, 10:43
Requests for additional facts, 10:30
Return preparer penalties. See index heading
RETURN PREPARER PENALTIES
Small penalty cases, 10:27
Supporting statements
closing action by appeals, 10:40 to 10:42
closing cases, 10:39
Tax liens, 10:3
Tax shelter penalties. See index heading Tax
SHELTER PENALTIES
Taxpayer service, 10:20
Technical advice procedures, 10:17
Time of appeal, 10:16
Time of consideration, 10:9
Unauthorized disclosure of information by
preparers, 4:120

APPLICATION

IRS e-File
Nonfiling Practitioners, App. 4A

APPRAISALS

Reasonable cause. See index heading accuracy
RELATED PENALTIES

ASSERTION OF PENALTIES

Generally, 8:4

Debt instruments. See index heading DEBTORS AND
CREDITORS

Employee plan penalties, failure to file return for
deferred compensation plans, 12:63

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

Exempt organization penalties, 12:18

Exempt use of property, fraudulent identification
of, 8:84

Health plans, penalty for failure to notify health
plan of cessation of eligibility for COBRA
premium assistance, 8:84

International penalties. See index heading
INTERNATIONAL PENALTIES

Mortgage credit certificates. See index heading
MORTGAGE CREDIT CERTIFICATES, PENALTIES WITH
RESPECT TO

REIT, relief from termination of election to be
treated as, 8:105

Required taxable year, payment for entities elect-
ing not to have, 8:94

Surface mining act, failure to pay premium under,
8:98

Tax shelter penalties. See index heading Tax
SHELTER PENALTIES

Withholdings, penalty for supplying false infor-
mation with respect to, 8:101
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ASSESSMENT OF PENALTIES

Generally, 8:4
Accuracy related penalties. See index heading
ACCURACY RELATED PENALTIES
Appeal and review. See index heading APPEAL AND
REVIEW
Bad checks, 8:8
Civil penalties assessed and abated, App. 1D
Delay, tax proceedings for, 8:36
Delinquency penalties. See index heading DELIN-
QUENCY PENALTIES
Diesel fuel, improper sale or use of dyed, 8:62
Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES
Exempt use of property, fraudulent identification
of, 8:84
Health plans, penalty for failure to notify health
plan of cessation of eligibility for COBRA
premium assistance, 8:84
Information return penalties. See index heading
INFORMATION RETURN PENALTIES
Interest, 11:64
International penalties, 13:21
Master file assessment
appeal and review. See index heading APPEAL
AND REVIEW
employment tax penalties, assessment records
on master file transcript, 10:65
information return penalties, 6:164
Mortgage credit certificates. See index heading
MORTGAGE CREDIT CERTIFICATES, PENALTIES WITH
RESPECT TO
Postassessment penalty appeals. See index head-
ing APPEAL AND REVIEW
REIT, relief from termination of election to be
treated as, 8:105
Required taxable year, payment for entities elect-
ing not to have, 8:94
Return preparer penalties. See index heading
RETURN PREPARER PENALTIES
Surface mining act, failure to pay premium under,
8:98
Tax shelter penalties. See index heading Tax
SHELTER PENALTIES
Underpayment of tax, amounts not so shown
previously assessed or collected without
assessment, 3:145
Withholdings, penalty for supplying false infor-
mation with respect to, 8:101

ASSESSMENT OF TAXES

Interest. See index heading INTEREST

ATTORNEYS

Delay, tax proceedings for, 8:25

ATTORNEY’S FEES

Employment tax penalties, 7:105
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ATTORNEY’S FEES—Cont’d
Return preparer penalties, refund claims for,
4:102

AUDITS

Form 4549- Income Tax Examination Changes,
App. 2G
Interest. See index heading INTEREST

AUTOMATED TRUST FUND RECOVERY
(ATFR) PROGRAM
Generally, 7:45

AUTOMATIC STAY

Tax shelter penalties, injunctions against promot-
ers or aiders and abettors, 5:79

AVOIDANCE
See index heading TAX AVOIDANCE OR EVASION

BACKUP WITHHOLDING
Broker failure to notify payor that payee is
subject to backup withholding
generally, 8:52, 8:53
IRC Section 6705, 8:52
reasonable cause, 8:53
Information return penalties. See index heading
INFORMATION RETURN PENALTIES

BAD CHECKS
Generally, 8:5 to 8:13
Applicability, 8:9, 8:11, 8:13
Assessment of penalties, 8:8
Deficiency procedures, 8:7
IRC Section 6657, 8:5
Nonpecuniary loss penalty, 8:12
Other penalties, 8:11
Person defined, 8:13
Reasonable cause, 8:10, 9:58
Tender, 8:6

BANK SECRECY ACT
See index heading INFORMATION RETURN PENALTIES

BANKRUPTCY
Delinquency penalties. See index heading DELIN-
QUENCY PENALTIES
Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

Interest, 11:99
Reasonable cause, 9:3

BASE PERIOD PERCENTAGE
Estimated income tax, failure to pay, 2:95

BILLS AND BILLING
Appeal and review, 10:32

BONDS AND OBLIGATIONS

Employment tax penalties, public works, 7:127
to 7:129

BONDS AND OBLIGATIONS—Cont’d
Tax-exempt bonds, promoter penalties, 5:20

BROKERS

Backup withholding. See index heading Backup
WITHHOLDING

BURDEN OF PROOF
Delay, tax proceedings for, 8:34
Delinquency penalties. See index heading DELIN-
QUENCY PENALTIES
Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

Fraud penalties, 3:123

Information return penalties, damages for false
information returns, 6:171, 6:173

Innocent spouse, 9:80

Reasonable cause, 9:26

Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

Tax shelter penalties. See index heading Tax
SHELTER PENALTIES

CARELESSNESS
Accuracy related penalties, negligence, 3:35

CARRYBACKS AND CARRYOVERS

Accuracy related penalties. See index heading
ACCURACY RELATED PENALTIES

Interest. See index heading INTEREST

CASH TRANSACTIONS

See index heading INFORMATION RETURN PENALTIES

CASUALTY
Reasonable cause, 9:12

CDP HEARINGS
Delay, tax proceedings for, 8:32

CEP TAXPAYERS
Accuracy related penalties, tax shelters, 3:68

CERTIFIED MAIL
Failure to file return, 2:25

CHARITABLE CONTRIBUTIONS
Reasonable cause, 9:69 to 9:71

CHECKS
Bad checks. See index heading BAD CHECKS

Employment tax penalties, check signing author-
ity, 7:31, 7:38

CIRCULAR 230
Tax shelters, 5:109 to 5:111

CIVIL DAMAGES
Notice 2011-54
false information return, App. 61
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CLERICAL ACTIVITIES

Tax shelter penalties, aiding and abetting
understatement of tax, 5:34

CLERKS OF COURT

Information return penalties, cash received by
criminal court clerks, 6:133

CLOSING ACTION

See index heading APPEAL AND REVIEW

CLOSING AGREEMENTS
Innocent spouse, 9:106
Interest, suspension of, 11:43

CLOSING CASES
See index heading APPEAL AND REVIEW

CLOSING LETTERS
See index heading APPEAL AND REVIEW

CODES
See index heading COMPUTER PENALTY CODES

COLLATERAL ESTOPPEL
Fraud penalties, 3:129
Tax shelter penalties, injunctions against promot-
ers or aiders and abettors, 5:74

COLLECTION OF PENALTIES
Delay, tax proceedings for, 8:21, 8:35, 8:36
Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

Information return penalties. See index heading
INFORMATION RETURN PENALTIES

Interest, 11:64

Tax shelter penalties. See index heading Tax
SHELTER PENALTIES

COLLECTION OF TAXES

Appeal and review. See index heading APPEAL AND
REVIEW

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

Innocent spouse. See index heading INNOCENT
SPOUSE

COMBAT ZONE
Delinquency penalties, failure to file return, 2:15

COMMITTEE REPORTS
Employment tax penalties, 7:191

COMMUNITY PROPERTY
Employment tax penalties, 7:96
Innocent spouse, 9:82

COMPENSATION

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

Return preparer penalties, 4:21
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COMPOUND INTEREST
See index heading INTEREST

COMPROMISE AND SETTLEMENT
Appeal and review. See index heading APPEAL AND
REVIEW
Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES
Offers in compromise. See index heading OFFERs
IN COMPROMISE

COMPUTATION OF PENALTIES

Generally, 1:7

Accuracy related penalties. See index heading
ACCURACY RELATED PENALTIES

Delay, tax proceedings for, 8:22

Delinquency penalties. See index heading DELIN-
QUENCY PENALTIES

Diesel fuel, improper sale or use of dyed, 8:61

Employee plan penalties. See index heading
EMPLOYEE PLAN PENALTIES

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

Excise taxes, excessive claims for, 8:49

Exempt organization penalties. See index heading
EXEMPT ORGANIZATION PENALTIES

Exempt use of property, fraudulent identification
of, 8:83

Health plans, penalty for failure to notify health
plan of cessation of eligibility for COBRA
premium assistance, 8:83

Information return penalties. See index heading
INFORMATION RETURN PENALTIES

Interest. See index heading INTEREST

International penalties. See index heading
INTERNATIONAL PENALTIES

REIT, relief from termination of election to be
treated as, 8:104

Required taxable year, payment for entities elect-
ing not to have, 8:93

Surface mining act, failure to pay premium under,
8:97

Tax shelter penalties. See index heading Tax
SHELTER PENALTIES

COMPUTATION OF TAXES

Internal Revenue Service (IRS). See index head-
ing INTERNAL REVENUE SErvice (IRS)

COMPUTER PENALTY CODES
Generally, 1:41 to 1:43
Listing, App. 1A
Reference numbers. See index heading REFERENCE
NUMBERS

CONCURRENT PENALTIES
Employment taxes, failure to deposit, 2:112

CONFERENCES
Appeal and review, 10:31
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CONFERENCES—Cont’d
Return preparer penalties, conference with direc-
tor of practice, 4:134

CONFIDENTIALITY
Information return penalties. See index heading
INFORMATION RETURN PENALTIES
Tax shelter penalties, 5:90

CONGRESS
See index heading HOUSE OF REPRESENTATIVES

CONSENT
Employment tax penalties, appeal and review,
10:85
FBAR violations, consent to extend time to
assess civil penalty for, App. 13U
Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

CONSOLIDATED PENALTY HANDBOOK
(CPH)

Generally, 1:2

Employment tax penalties, failure to deposit
taxes, 7:132

Organization, 1:3

Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

CONSTITUTIONAL LAW
Delinquency penalties, failure to file return due to
constitutional objections, 9:42
Employment tax penalties, 7:192
Information return penalties. See index heading
INFORMATION RETURN PENALTIES
Tax shelter penalties, frivolous tax returns, 5:57

CONTRIBUTION
Employee plan penalties. See index heading
EMPLOYEE PLAN PENALTIES
Employment tax penalties, trust fund recovery
penalty, 7:91
Exempt organization penalties. See index heading
EXEMPT ORGANIZATION PENALTIES

CONTROL

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

Foreign corporations. See index heading
INTERNATIONAL PENALTIES

Information return penalties, events beyond
control of filer, 6:89

COOPERATION
Fraud penalties, 3:128

COORDINATION
Accuracy related penalties, coordination with
return preparer penalties, 4:44 to 4:47

Bad checks, coordination with other penalties,
8:11

COORDINATION—Cont’d
Information return penalties, failure to comply
with information reporting requirements,
6:72
Tax shelter penalties, coordination of aiding and
abetting understatement of tax with return
preparer penalties, 5:41

COPIES
Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

CORPORATIONS

Accuracy related penalties. See index heading
ACCURACY RELATED PENALTIES

Delinquency penalties. See index heading DELIN-
QUENCY PENALTIES

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

Information returns on corporate reorganization
or recapitalization, failure to file, 6:120

International penalties. See index heading
INTERNATIONAL PENALTIES

Reasonable cause. See index heading REASONABLE
CAUSE

CPH

See index heading coNsOLIDATED PENALTY
Hanpeook (CPH)

CREDITS

Erroneous claim for credit. See index heading
ACCURACY RELATED PENALTIES

Foreign tax credit, reduction of, 13:34
Interest. See index heading INTEREST

CRIMINAL LAW
Embezzlement, failure to file return due to, 9:46
Employment tax penalties, 7:189, 7:190
Fraud penalties, referral to CID, 3:140

Information return penalties. See index heading
INFORMATION RETURN PENALTIES

Return preparer penalties, disclosure of taxpayer
information to report crime, 4:118

CURRENCY TRANSACTIONS
See index heading INFORMATION RETURN PENALTIES

CUSTOMER
Employment tax penalties, third-party liability for
wages, 7:113
DAMAGES
Delay, tax proceedings for, 8:15

Information return penalties. See index heading
INFORMATION RETURN PENALTIES

DE MINIMIS EXCEPTIONS

Employment tax penalties, failure to file excise
tax return, 7:169
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DE MINIMIS EXCEPTIONS—Cont’d
Information return penalties. See index heading
INFORMATION RETURN PENALTIES
International penalties, information as to foreign-
owned corporations, 13:44

DEATH
Reasonable cause, 9:11

DEATH TAXES
Interest not paid on overpayments, 11:83

DEBTORS AND CREDITORS
Assertion of penalties. See “‘Failure to show
information on debt instrument” under this
heading
Disclosures. See ““Failure to show information on
debt instrument” under this heading
Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES
Failure to show information on debt instrument
generally, 8:54 to 8:59
assertion of penalty
IRC Section 6706(a), 8:55
IRC Section 6706(b), 8:58
IRC Section 6706(a), 8:54
IRC Section 6706(b), 8:57
reasonable cause
IRC Section 6706(a), 8:56
IRC Section 6706(b), 8:59
Lender liability. See index heading EMPLOYMENT
TAX PENALTIES
Reasonable cause. See ““Failure to show informa-
tion on debt instrument” under this heading
Tax shelter penalties, credit transactions involv-
ing a brief holding period, 5:94

DEDUCTIONS
Employee plan penalties. See index heading
EMPLOYEE PLAN PENALTIES
Employment tax penalties, 7:100
Exempt organization penalties. See index heading
EXEMPT ORGANIZATION PENALTIES
Interest, 11:5, 11:11

DEFENSES
Accuracy related penalties. See index heading
ACCURACY RELATED PENALTIES
Delinquency penalties. See index heading DELIN-
QUENCY PENALTIES

Employment tax penalties
failure to deposit taxes, 2:111
trust fund recovery penalty, 7:13

Fraud penalties. See index heading FRAUD PENAL-
TIES

Information return penalties. See index heading
INFORMATION RETURN PENALTIES

Innocent spouse. See index heading INNOCENT
SPOUSE
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DEFENSES—Cont’d
Reasonable cause. See index heading REASONABLE
CAUSE
Reliance. See index heading RELIANCE
Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

DEFICIENCY PENALTIES
Generally, 1:21

DEFICIENCY PROCEDURES

Accuracy related penalties, 3:162

Bad checks, 8:7

Employee plan penalties. See index heading
EMPLOYEE PLAN PENALTIES

Employment tax penalties, annual withholding
tax return for U.S. source income of foreign
persons, 7:175

Information return penalties, waiver, 6:81

Innocent spouse. See index heading INNOCENT
SPOUSE

Tax shelter penalties, 5:63

DELAY, TAX PROCEEDINGS FOR
Generally, 8:14 to 8:36
Administrative remedies, failure to pursue, 8:29
Amendments to IRC Section 6673, 8:18
Assessment of penalties, 8:36
Attorney’s liability test, 8:25
Background, 8:14
Burden of proof, 8:34
CDP hearings, 8:32
Collection of penalties, 8:21, 8:35, 8:36
Computation of penalties, 8:22
Conduct prohibited by IRC Section 6673, 8:26
Damages changed to penalty, 8:15
Exhaustion of remedies, 8:29
Failure to pursue administrative remedies, 8:29
Frivolous positions
generally, 8:27
sanctions for frivolous appeals, 8:23
Hearings, 8:32
Imposition of penalties, 8:19
IRC Section 6673, 8:16, 8:18, 8:26, 8:30
Motions, 8:19
Objective test, 8:33
Persons liable, 8:24
Position in proceeding, trigger of penalty by, 8:20
Primarily for delay, 8:28
Prior law, 8:14, 8:15
Sanctions for frivolous appeals, 8:23
Substantial issues, 8:31
Trigger of penalty by position in proceeding,
8:20

DELEGATION

Appeal and review, delegation of penalty settle-
ment to Appeals Officers, 10:26



INDEX

DELEGATION—Cont’d

Delinquency penalties, failure to file return, 9:34
Employment tax penalties, trust fund recovery
penalty, 7:27

DELINQUENCY PENALTIES

Generally, 1:9, 2:1 to 2:116
Advice. See “Failure to file return” under this
heading
Amendment, 2:4
Assessment of penalties
form, App. 2F
procedure, 2:3
Audits, Form 4549- Income Tax Examination
Changes, App. 2G
Bankruptcy
generally, 2:114 to 2:116
IRC Section 6658(a), generally, 2:115
relief from penalties, 2:116
Burden of proof. See ““Failure to file return”
under this heading
California domestic partners, 2:35
Carrybacks and carryovers, 2:37
Certified mail, filing by, 2:25
Combat zone, service in, failure to file return,
2:15
Computation of penalties
estimated taxes, failure to pay, 2:59, 2:84,
2:106
failure to file return, 2:36
Constitutional objections, failure to file return
due to, 9:42
Corporations
extensions of time. See ‘“Extensions of time to
file return” under this heading
failure to pay tax. See “‘Failure to pay tax”
under this heading
Defenses
failure to file return. See ““Failure to file
return”” under this heading
failure to pay tax. See “Failure to pay tax”
under this heading
Delegation, failure to file return, 9:34
Deposits. See “Failure to pay tax’’ under this
heading
Domestic partners in California, 2:35
Due date
extensions of time. See “Extensions of time to
file return” under this heading
failure to file return, 2:10
Electronic filing, 2:27, App. 2K
Embezzlement, failure to file return due to, 9:46
Employment. See “Failure to file return” under
this heading
Estates
estimated taxes. See index heading ESTIMATED
TAXES

DELINQUENCY PENALTIES—Cont’d

Estates—Cont’d
extensions of time. See “Extensions of time to
file return” under this heading
Estimated taxes. See index heading ESTIMATED
TAXES
Examination changes, App. 2G
Exempt organization penalties. See index heading
EXEMPT ORGANIZATION PENALTIES
Extensions of time to file return
generally, 2:11
corporations
generally, 2:17
Form 7004- Application for Automatic
Extension of Time to File Certain Busi-
ness Income Tax, Information, and
Other Returns, App. 21
disaster areas, 2:16
estates
generally, 2:18
Form 4768- Application for Extension of
Time to File Return and/or pay U.S.
Estate and Generation-Skipping
Transfer Taxes, App. 2J
failure to pay tax. See “Failure to pay tax”
under this heading
forms, application for extension to file, App.
2H, 2], 2L
individuals
generally, 2:12
Form 4868- Application for Automatic
Extension of Time to File U.S. Individ-
ual Income Tax Return, App. 2H
information return penalties. See index heading
INFORMATION RETURN PENALTIES
outside United States, taxpayers, 2:14
partnerships, 2:19
reasonable cause, 9:48
reasonable estimates, 2:20
trusts, 2:19
voiding of extension by the Service, 2:13
Failure to file return
generally, 1:22, 2:6 to 2:52
advice
health problems of tax advisor, 9:41
reliance. See “Reliance’ under this
subheading
assessment of penalties. See ““Assessment of
penalties” under this heading
burden of proof
generally, 2:30
fraudulent failure to file, 2:41
carrybacks and carryovers, 2:37
certified mail, 2:25
combat zone, service in, 2:15
computation of penalty, 2:36
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DELINQUENCY PENALTIES—Cont’d
Failure to file return—Cont’d

DELINQUENCY PENALTIES—Cont’d
Failure to file return—Cont’d

constitutional objections, 9:42
defenses. See ““Reasonable cause” under this
subheading
delegation, 9:34
disaster areas, 2:16
domestic partners in California, 2:35
due date, 2:10
electronic filing, 2:27
embezzlement, 9:46
employment
employee plan penalties. See index heading
EMPLOYEE PLAN PENALTIES
malfeasance of employee, 9:36
oversight of taxpayer or employee, 9:35
estimated taxes. See index heading ESTIMATED
TAXES
examples, 2:49
excise taxes. See index heading EXCISE TAXES
exempt organization penalties, 6:109, 12:6
extensions of time. See ““Extensions of time to
file return” under this heading
family of taxpayer, health problems of, 9:40
federal disaster areas, 2:16
financial hardship, 9:45
fraud penalties, 3:126
fraudulent failure to file
generally, 2:39
application of IRC Section 6651(f), 2:40
burden of proof, 2:41
conduct, fraudulent, 2:42
ignorance of law, 9:37
illness
family of taxpayer, health problems of, 9:40
spousal disorder, 9:44
tax advisor, health problems of, 9:41
taxpayer, health problems of, 9:40
information return penalties. See index heading
INFORMATION RETURN PENALTIES
integration with failure-to-pay penalty, 2:38
interest not paid on overpayments, 11:83
Internal Revenue Manual, 2:21
international penalties. See index heading
INTERNATIONAL PENALTIES
IRC Section 6020(b), returns prepared under,
2:10
IRS advice or publications, 9:31
lack of necessary information, 9:38
litigated issues under IRC Section 7502, 2:29
mail
certified mail, 2:25
reasonable cause, 9:47
registered mail, 2:25
timely mailing and filing, 2:24
malfeasance of employee, 9:36

Index-12

minimum failure to file, 2:52
misunderstanding of law, 9:37
overpayments, interest not paid on, 11:83
oversight of taxpayer or employee, 9:35
pending litigation, 9:43
personal delivery of return, 2:26
postal service problems, 9:47
private delivery services, 2:28
reasonable cause
generally, 2:32, 9:29 to 9:50
advice. See ““Advice” under this subheading
applicability, 9:50
basis for reasonable cause, 9:30
constitutional objections, 9:42
delegation, 9:34
embezzlement, 9:46
employment. See “Employment” under this
subheading
end of reasonable cause, 2:33
extensions of time to file, 9:48
financial hardship, 9:45
ignorance of law, 9:37
illness. See “Illness’ under this subheading
IRS advice or publications, 9:31
lack of necessary information, 9:38
malfeasance of employee, 9:36
misunderstanding of law, 9:37
oversight of taxpayer or employee, 9:35
partial reasonable cause, 2:34
partnership returns, 9:51, 9:52
pending litigation, 9:43
postal service problems, 9:47
records, unavailability of, 9:38, 9:39
reliance. See “‘Reliance” under this
subheading
religious objections, 9:42
spousal disorder, 9:44
tax advisor. See “Tax advisor’’ under this
subheading
test of reasonable cause, 9:49
records, unavailability of, 9:38, 9:39
registered mail, 2:25
reliance
IRS advice or publications, 9:31
tax advisors, reliance on advice of, 9:32,
9:33
religious objections, 9:42
spousal disorder, 9:44
standard to be applied, 2:23
sufficiency of return, 2:31
tax advisor
health problems of tax advisor, 9:41
reliance on advice of tax advisor, 9:32, 9:33
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DELINQUENCY PENALTIES—Cont’d
Failure to file return—Cont’d
timely mailing and filing, 2:24
Failure to pay tax
generally, 1:22, 2:6 to 2:52
assessment of penalties. See ““Assessment of
penalties” under this heading

carrybacks and carryovers, 2:37
corporations

estimated taxes. See index heading ESTIMATED
TAXES

extensions of time, 2:48
defenses

estimated taxes. See index heading ESTIMATED
TAXES

reasonable cause. See ‘“Reasonable cause™
under this subheading

deposits
employment taxes. See index heading
EMPLOYMENT TAX PENALTIES

estimated income tax deposit, treatment as
payment of tax, 2:22

disaster areas, 2:16
domestic partners in California, 2:35

employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

estimated taxes. See index heading ESTIMATED
TAXES

examples, 2:49

exempt organization penalties. See index head-
ing EXEMPT ORGANIZATION PENALTIES

extensions of time to file return
corporations, 2:48
individuals, 2:47
extensions of time to pay estimated income
tax, 2:83
installment agreements, 2:51
integration with failure-to-file penalty, 2:38
IRC Section 6651(a)(3), 2:46
mitigation of penalty, 2:51
net amount due, 2:44
notice, one percent rate after, 2:45
one percent rate after notice, 2:45
reasonable cause
generally, 2:50

estimated taxes. See index heading ESTIMATED
TAXES

exempt organizations, 9:55

stamp tax. See ““Stamp tax, failure to pay”
under this heading
Family of taxpayer, failure to file return due to
health problems of, 9:40

Financial hardship, failure to file return due to,
9:45

DELINQUENCY PENALTIES—Cont’d
Foreign countries
estimated income tax, failure of nonresident
aliens to pay, 2:79
failure to file return by taxpayers outside
United States, 2:14
Form 2350
e-file signature authorization for form (Form
8878), App. 2K
extension of time to file tax return, application
for, App. 2L
Form 4549- Income Tax Examination Changes,
App. 2G
Form 4768- Application for Extension of Time to
File Return and/or pay U.S. Estate and Gen-
eration-Skipping Transfer Taxes, App. 2J
Form 4868- Application for Automatic Extension
of Time to File U.S. Individual Income Tax
Return, App. 2H
Form 7004- Application for Automatic Extension
of Time to File Certain Business Income
Tax, Information, and Other Returns, App.
21
Form 8878- e-file signature authorization for
form 4867 and 2350, App. 2K
Fraud. See ““Failure to file return’” under this
heading
Ignorance of law, failure to file return due to,
9:37
Installment agreements
estimated taxes. See index heading ESTIMATED
TAXES
failure to pay tax during installment agree-
ments, 2:51
IRC Section 6020(b), returns prepared under
failure to file return, 2:9
IRC Section 6651(a)(3), 2:46
IRC Section 6653, generally, 2:53
IRC Section 6658(a), generally, 2:115
IRC Section 7502, litigated issues under, 2:29
Litigated issues under IRC Section 7502, 2:29
Mail. See “Failure to file return” under this head-
ing
Malfeasance of employee, failure to file return
due to, 9:36
Mitigation of penalty, failure to pay tax during
installment agreements, 2:51
Negligence, failure to pay stamp tax, 2:57
Net amount due, 2:44
Nonresident aliens. See ““Foreign countries”
under this heading
Notice, one percent rate after, 2:45
Oversight of taxpayer or employee, failure to file
return, 9:35
Partnerships
extensions of time. See ‘“Extensions of time to
file return” under this heading
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DELINQUENCY PENALTIES—Cont’d
Partnerships—Cont’d
foreign parties, partnerships with, 2:110
reasonable cause, failure to file return, 9:51,
9:52
Pass-through entities

partnerships. See ‘“‘Partnerships” under this
heading
Pending litigation, failure to file return due to,
9:43
Personal delivery of return, 2:26

Preceding year’s tax, failure by individual to pay
estimated income tax, 2:68

Private delivery services, 2:28
Purpose of IRC Section 6651, 2:6
Reasonable cause

failure to file return. See ‘“‘Failure to file
return’’ under this heading

failure to pay tax. See “‘Failure to pay tax”
under this heading

partnerships. See ‘‘Partnerships’ under this
heading

Reasonable estimates for extensions of time, 2:20
Records, unavailability of, 9:38, 9:39
Registered mail, filing by, 2:25
Reliance. See ““Failure to file return” under this
heading
Relief from penalties, bankruptcy, 2:116
Religious objections, failure to file return due to,
9:42
Restructuring and Reform Act of 1998, 2:5
Stamp tax, failure to pay
generally, 2:53 to 2:57
amount of penalty, 2:55
application of penalty, 2:56
IRC Section 6653, generally, 2:53
negligence, 2:57
purpose of IRC Section 6653, 2:54
willful acts, 2:57
Sufficiency of return, 2:31
Trusts

estimated taxes. See index heading ESTIMATED
TAXES

extensions of time. See ‘“‘Extensions of time to
file return” under this heading

Types of penalties, 2:1, 2:2
Willful acts, failure to pay stamp tax, 2:57

DELIVERY SERVICES
Failure to file return, 2:28

DEPARTMENT OF LABOR

Employee plan penalties, failure to file return for
deferred compensation plans, 12:66
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DEPENDENTS

Information return penalties, failure to comply
with information reporting requirements,
6:62

DEPOSITS
Delinquency penalties. See index heading DELIN-
QUENCY PENALTIES
Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES
Interest. See index heading INTEREST

DERIVATIVE ADJUSTMENTS
Interest, 11:24

DESIGNATION AGREEMENTS

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

DESIGNATION OF PAYMENTS
Interest. See index heading INTEREST

DIESEL FUEL
Improper sale or use of dyed diesel fuel

generally, 8:60 to 8:64
assessment of penalties, 8:62
computation of penalties, 8:61
IRC Section 6715, 8:60
joint and several liability, 8:64
reasonable cause, 8:63

DIRECTOR OF PRACTICE
Return preparer penalties. See index heading
RETURN PREPARER PENALTIES
Tax shelter penalties. See index heading Tax
SHELTER PENALTIES

DISASTERS
Interest, abatement of, 11:59
Reasonable cause, 9:12

DISBARMENT

Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

DISCIPLINARY PROCEEDINGS

Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

DISCLOSURES

Generally, 1:28

Accuracy related penalties. See index heading
ACCURACY RELATED PENALTIES

Adequate disclosure. See index heading ADEQUATE
DISCLOSURE

Debt instruments. See index heading DEBTORS AND
CREDITORS

Employee plan penalties. See index heading
EMPLOYEE PLAN PENALTIES

Exempt organization penalties. See index heading
EXEMPT ORGANIZATION PENALTIES



INDEX

DISCLOSURES—Cont’d
Information return penalties. See index heading
INFORMATION RETURN PENALTIES
International penalties. See index heading
INTERNATIONAL PENALTIES

Return preparer penalties. See index heading
RETURN PREPARER PENALTIES
Tax shelter penalties. See index heading Tax
SHELTER PENALTIES
Voluntary
Power of attorney
sample Form 2848, App. 13T

DISREGARD
Accuracy related penalties. See index heading
ACCURACY RELATED PENALTIES
Intentional disregard. See index heading
INTENTIONAL DISREGARD

DISTRIBUTIONS

Employee plan penalties. See index heading
EMPLOYEE PLAN PENALTIES

DIVIDENDS
Information returns, failure to file, 6:107

DIVORCE AND SEPARATION

Innocent spouse. See index heading INNOCENT
SPOUSE

DOCUMENTATION

Appeal and review, collection of documents,
10:22

Overvaluation. See index heading Accuracy
RELATED PENALTIES

DOMESTIC INTERNATIONAL SALES
CORPORATION (DISC)

International penalties. See index heading
INTERNATIONAL PENALTIES

DUE DATE

Delinquency penalties. See index heading pELIN-
QUENCY PENALTIES

Employee plan penalties. See index heading
EMPLOYEE PLAN PENALTIES

Employment tax penalties, failure to deposit
taxes, 7:148

Information return penalties. See index heading
INFORMATION RETURN PENALTIES

Interest, payments before due date of return,
11:73
DUE DILIGENCE

Information return penalties, waiver, 6:101

Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

DURESS
Innocent spouse, 9:91

EARNED INCOME CREDIT (EIC)
Return preparer penalties. See index heading
RETURN PREPARER PENALTIES
Two- and ten-year bans on claiming earned
income tax credit, 3:163 to 3:165

E-FILE
Application and Participation
IRS,nonfiling practitioners, App. 4A

EIC

Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

ELECTION OR CHOICE

Innocent spouse. See index heading INNOCENT
SPOUSE

Interest, Section 444 election, 11:81

ELECTRONIC FILING
Delinquency penalties, 2:27, App. 2K
Form 8878- e-file signature authorization for
form 4867 and 2350, App. 2K
Information return penalties. See index heading
INFORMATION RETURN PENALTIES

Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

ELECTRONIC TAX PAYMENTS

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

EMBEZZILEMENT
Delinquency penalties, failure to file return, 9:46

EMPLOYEE PLAN PENALTIES

Generally, 12:1 to 12:76

Actuarial reports, failure to file
generally, 12:39 to 12:44
deficiency procedures, 12:44
examples, 12:41
joint and several liability, 12:43
other than actuarial information, use of, 12:42
reasonable cause, 12:40

Annual registration and other notification
generally, 6:112, 12:53 to 12:56
computation of penalties, 12:55
reasonable cause, 12:56

Applicability, 12:2

Assertion of penalties, 12:63, App. 12B

Background, 12:33

Change of status, notification of
generally, 12:57 to 12:59
computation of penalties, 12:59
LR.C. Section 6057, 12:58
reasonable cause, 12:59

Computation of penalties

annual registration and other notification,
12:55
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EMPLOYEE PLAN PENALTIES—Cont’d
Computation of penalties—Cont’d
change of status, notification of, 12:59
deferred compensation plans, failure to file
return, 12:64
records for reporting requirements, failure to
keep, 12:71
Contributions
deductible contributions, failure to file infor-
mation returns, 6:115
Form 8606- Nondeductible IRAs, App. 12A
nondeductible contributions
generally, 12:45 to 12:48
due dates, 12:47
Form 8606- Nondeductible IRAs, App. 12A
Section 6693(b) penalty, 12:48
voluntary employee contributions, failure to
provide information of, 12:69
Deductions. See ““Contributions’ under this
heading
Deferred compensation arrangements: I.R.C.
§ 409A
generally, 12:77 to 12:81
covered plans, 12:78
limits on distributions, 12:81
reporting and withholding requirements, 12:80
Deferred compensation plans, failure to file
return
generally, 6:113, 12:60 to 12:66
annual returns, 12:61
assertion of penalties, 12:63
computation of penalties, 12:64
Department of Labor penalties, 12:66
due dates, 12:62
reasonable cause, 12:65
Deficiency procedures
generally, 12:37
actuarial reports, failure to file, 12:44
Department of Labor penalties, failure to file
return for deferred compensation plans,
12:66
Disclosures
Employee Retirement Income Security Act
(ERISA) penalties, failure to furnish
information, 12:74 to 12:76
notice. See “Notice” under this heading
Distributions
failure to provide notice of withholding elec-
tion to recipients of distributions, 6:116,
12:67
rollovers, failure to provide explanation of,
6:117, 12:68
Due dates
contributions, nondeductible, 12:47

deferred compensation plans, failure to file
return, 12:62
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EMPLOYEE PLAN PENALTIES—Cont’d
Due dates—Cont’d
tax-favored accounts or annuities, failure to file
reports on, 12:47
Employee Retirement Income Security Act
(ERISA) penalties
generally, 12:73 to 12:76
information, failure to furnish, 12:74 to 12:76
records, failure to keep, 12:75
requests for information, failure to comply
with, 12:74
Failure to file
generally, 6:112
actuarial reports. See ““Actuarial reports, fail-
ure to file”” under this heading
deferred compensation plans. See “Deferred
compensation plans, failure to file return”
under this heading
distributions. See “‘Distributions’” under this
heading
registration. See ‘“Annual registration and
other notification” under this heading
tax-favored accounts or annuities. See ““Tax-
favored accounts or annuities, failure to
file reports on” under this heading
Form 8606- Nondeductible IRAs, App. 12A
Fraudulent statements to plan participant, 12:34
Individual retirement accounts (IRA), Form
8606- Nondeductible IRAs, App. 12A
Information return penalties. See “Failure to file”
under this heading
Interest on penalties, 11:22
Joint and several liability, failure to file actuarial
reports, 12:43
Notice
change of status. See ““Change of status,
notification of”” under this heading
distributions, failure to provide notice of with-
holding election to recipients of, 6:116,
12:67
registration. See ““Annual registration and
other notification” under this heading
rollovers, failure to provide explanation of,
6:117, 12:68
statement to plan participants. See *‘Statements
to plan participants’ under this heading
voluntary employee contributions, failure to
provide information of, 12:69
Procedures, 12:4
Reasonable cause
generally, 12:38
actuarial reports, failure to file, 12:40
annual registration and other notification,
12:56
change of status, notification of, 12:59

deferred compensation plans, failure to file
return, 12:65



INDEX

EMPLOYEE PLAN PENALTIES—Cont’d
Reasonable cause—Cont’d
records for reporting requirements, failure to
keep, 12:72
Records for reporting requirements, failure to
keep
generally, 12:70 to 12:72
computation of penalties, 12:71
Employee Retirement Income Security Act
(ERISA) penalties, 12:75
reasonable cause, 12:72
Registration. See ““Annual registration and other
notification” under this heading
Reports
actuarial reports. See ““Actuarial reports, fail-
ure to file”” under this heading
records. See “Records for reporting require-
ments, failure to keep’” under this heading
tax-favored accounts or annuities. See ““Tax-
favored accounts or annuities, failure to
file reports on’” under this heading
Requests for information, failure to comply with,
12:74
Returns
generally, 12:3
deferred compensation plans. See ‘‘Deferred
compensation plans, failure to file return”
under this heading
Rollovers, failure to provide explanation of,
6:117, 12:68
Statements to plan participants
contents of statements, 12:36
failure to furnish statements, 12:34
fraudulent statements, 12:34
LR.C. Section 6057, 12:35
Tax-favored accounts or annuities, failure to file
reports on
generally, 12:45 to 12:48
computation, Section 6693 penalty computa-
tion, 12:52
due dates, 12:47, 12:50
reasonable cause, 12:51
Section 6693(b) penalty, 12:48
Section 6693(c) penalty, 12:49
Withholding election, failure to provide notice to
recipients of distributions, 6:116, 12:67

EMPLOYEE RETIREMENT INCOME
SECURITY ACT (ERISA)
See index heading EMPLOYEE PLAN PENALTIES

EMPLOYMENT
Delinquency penalties. See index heading DELIN-
QUENCY PENALTIES
Employee plan penalties. See index heading
EMPLOYEE PLAN PENALTIES
Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

EMPLOYMENT—Cont’d
Failure to file return
delinquency penalties. See index heading
DELINQUENCY PENALTIES
Employee plan penalties. See index heading
EMPLOYEE PLAN PENALTIES
Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

EMPLOYMENT TAX PENALTIES
Generally, 1:14, 1:34, 7:1 to 7:192
Abatement of penalties

compromise offer, abatement due to accep-
tance of, 7:83
Form 3870- Request for Adjustment, 7:80,
App. 10B
further collection of withheld taxes, abatement
due to, 7:81
judgment in favor of taxpayer, abatement due
to, 7:84
ACH payment option, 7:137
Administrative review, 7:42
Agreed cases, 7:77
Agricultural employer quarterly federal tax
returns
generally, 7:162 to 7:164
IRM Exhibit 5600-22- FTD Alert for 941,
941PR, and 720 Returns, App. 71
pre-January 1, 1993 returns, 7:163
special deposits, 7:164
Any person, trust fund recovery penalty, 7:22
Appeal and review
generally, 7:72, 7:88, 10:62 to 10:94
administrative review, 7:42
agreed cases, 7:77
assertion of penalties, 10:72

assessment records on master file transcript,
10:65

background, 10:81
burden of proof, 7:89
case file, 10:83
changes in procedures, 10:86
collection of taxes, 10:81
compromise and settlement
offers in compromise, 10:94
settlement procedure, 10:89, 10:92
consent, 10:85
division of assessment, 10:76
example of successful protest letter, App. 7Q
excise taxes, 10:71
fast track mediation, 7:75
federal tax deposit (FTD), 7:179, 7:180
Form 2751-AD- Trust Fund Recovery Penalty-

Offer of Agreement to Assessment and
Collection, 10:90

jeopardy assessment procedures, 10:88
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Assessment of penalties—Cont’d

master file transcript, assessment records on,
10:65
mediation, 7:75
misapplications of payment, 10:93
monitoring of each case, 10:84
multiple person cases, 10:79
notice of trust fund recovery penalty, 10:82
offers in compromise, 10:94
parties not in agreement, 10:91
payment
generally, 10:77
misapplications of payment, 10:93
procedures, 10:64
purpose of trust fund recovery penalty, 10:63
quick assessment procedures, 10:87
rebuttal memorandum, 7:76
related cases, 10:75, 10:78
responsible person, 10:66 to 10:68
settlement procedure, 10:89, 10:92
statute of limitations, 10:85
Tax Court jurisdiction, 7:90
Taxpayer Bill of Rights 2 (TBR2), 10:86
third parties, assessments against, 10:80
time of assessment
generally, 10:73
jeopardy assessment procedures, 10:88
quick assessment procedures, 10:87
timely protests, 7:73
transmittal of cases to appeal
generally, 7:74
trust fund recovery penalty procedures, gener-
ally, 10:62 to 10:94
willful acts
generally, 10:66
definition, 10:69
determination, 10:70
failure to deposit tax not willful, 10:74

Application of payments, 7:152
Assertion of penalties

appeal and review, 10:72
failure to deposit taxes, 7:146

false or fraudulent statements to employees,
8:46

Assessment of penalties

generally, 7:41 to 7:86

abatement. See ‘““Abatement of penalties™
under this heading

administrative review, 7:42

agreed cases, 7:77

appeal and review. See ““Appeal and review”
under this heading

assertion of penalties. See ‘“Assertion of penal-
ties”” under this heading
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Automated Trust Fund Recovery Penalty, 7:60
Automated Trust Fund Recovery (ATFR)
program, 7:45
bankruptcy, 7:65, 7:101
case file, 7:57
collection of penalties. See “Collection of
penalties” under this heading
compliance check, 7:64
compromise. See “Offers in compromise”
under this heading
computation notice, 7:43
fast track mediation, 7:75
foreign countries, taxpayer residing in, 7:55
Form 2749- Request for Trust Fund Recovery
Penalty Assessment, App. 7M
Form 2751-AD. See “Form 2751-AD- Trust
Fund Recovery Penalty- Offer of Agree-
ment to Assessment and Collection”
under this heading
Form 3870- Request for Adjustment, 7:80,
App. 10B
Form 4183
Part 4, App. 7U
Recommendation re:Trust Fund Recovery
Assessment, App. 7D
Form 4523- Case Index Card- Record of Trust
Fund Recovery Penalty Assessment, App.
7K
freezes on refunds, 7:69
full compliance check, 7:64
inability to locate situations, 7:53
interest. See “‘Interest” under this heading
Internal Revenue Manual (IRM), 7:44
investigations, 7:41, 7:50
IRM responsible person, 7:46
judgment in favor of taxpayer, abatement due
to, 7:84
Letter 1153. See “Letter 1153- Assessment of
Trust Fund Recovery Penalty’” under this
heading
levy, 7:61
liens, release of federal tax lien, 7:85
master file transcript, assessment records on,
10:65
mediation, 7:75
nonassertion of trust fund recovery penalty,
7:54 to 7:56
nonowner employees, 7:49
offers in compromise. See ““Offers in compro-
mise’” under this heading
partner/member liability, 7:47
proposed assessment. See “‘Proposed assess-
ment of trust fund recovery penalty”
under this heading
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Assessment of penalties—Cont’d
quick assessment procedures. See ““Quick
assessment procedures’ under this head-
ing
rebuttal memorandum, 7:76
recommendations. See ‘“Recommendations’
under this heading
refunds. See ‘“Refunds’” under this heading
release of federal tax lien, 7:85
Revenue Officer investigations, 7:41
statute of limitations. See *“ Statute of limita-
tions” under this heading
third-party liability for wages, notice of assess-
ment, 7:125
time of assessment
appeal and review. See ““‘Appeal and
review”” under this heading
quick assessment procedures. See ““Quick
assessment procedures’ under this
heading
timely protests, 7:73
transferee liability, 7:66
transmittal of cases to appeal. See ““Appeal and
review”” under this heading
uncollectible penalties, 7:70
waiver of statute of limitations. See * Statute
of limitations” under this heading
willfulness, 7:48
Attorney’s fees, 7:105
Authorized depositary, 7:135
Automated Trust Fund Recovery Penalty, 7:60
Automated Trust Fund Recovery (ATFR)
program, 7:45
Avoidance of federal tax deposit (FTD), 7:177,
7:178
Backup withholding. See index heading INFORMA-
TION RETURN PENALTIES
Bankruptcy
generally, 7:92
assessment of penalties, 7:65, 7:101
designation of payments, 7:95
interest accrued, 7:99
Burden of proof
third-party liability for wages, 7:121
trust fund recovery penalty, 7:89
Case file
appeal and review, 10:83
assessment of penalties, 7:57
Check signing authority, 7:31, 7:38
Collection of penalties
generally, 7:19
abatement of penalties due to further collection
of withheld taxes, 7:81
collectibility, 7:52
corporations, collection from, 7:20

EMPLOYMENT TAX PENALTIES—Cont’d

Collection of penalties—Cont’d

Form 2751-AD. See “Form 2751-AD- Trust
Fund Recovery Penalty- Offer of Agree-
ment to Assessment and Collection”
under this heading

IRM 5.7.5.2- Collectibility of trust fund
recovery penalty, App. 7P

uncollectible penalties, 7:70

withholding collection of trust fund recovery
penalty, 7:79

Collection of taxes. See ‘““Failure to deposit
taxes’ under this heading

Committee reports, 7:191

Common law employees, 7:11

Community property, 7:96

Compensation. See ‘““Third-party liability for
wages’’ under this heading

Compliance check, 7:64

Compromise and settlement

appeal and review. See ““Appeal and review”
under this heading
offers in compromise. See ““Offers in compro-
mise’” under this heading
Computation notice, 7:43
Computation of penalties
employer quarterly federal tax returns, 7:159
false or fraudulent statements to employees,
8:46
foreign persons, annual withholding tax return
for U.S. source income of, 7:174
nonpayroll tax reporting, 7:161

100-percent penalty. See ““100-percent
penalty” under this heading

Concurrent penalties, 2:112
Consent, appeal and review, 10:85

Consolidated Penalty Handbook (CPH), failure to
deposit taxes, 7:132
Constitutional law, 7:192
Contribution, trust fund recovery penalty, 7:91
Control
third-party liability for wages, 7:116
trust fund recovery penalty, 7:28 to 7:30
Corporations
collection of penalties from corporations, 7:20
payment of withheld taxes on behalf of
corporation, 7:67
Crediting of deposits, 7:151
Criminal law, 7:189, 7:190
Customers, third-party liability for wages, 7:113
De minimis exceptions, failure to file excise tax
return, 7:169
Debtors and creditors. See “Lenders” under this
heading
Deductibility of payment penalty, 7:100

Index-19



EMPLOYMENT TAX PENALTIES—Cont’d
Defenses
failure to deposit taxes, 2:111
trust fund recovery penalty, 7:13
Deficiency procedures, annual withholding tax
return for U.S. source income of foreign
persons, 7:175
Delegation of duty, trust fund recovery penalty,
7:27
Deposits
electronic tax payments. See “Electronic tax
payments”’ under this heading
excise tax return, failure to file, 7:168
failure to deposit taxes. See ‘“‘Failure to deposit
taxes” under this heading
special deposits. See *“Special deposits” under
this heading
Designation of payments
generally, 7:93
bankruptcy, 7:95
Division of assessment, appeal and review, 10:76
Due date, failure to deposit taxes, 7:148
Electronic tax payments
generally, 2:109, 7:136, 7:138
ACH payment option, 7:137
FEDWIRE/ETA payment option, 7:139
Employer quarterly federal tax returns
generally, 7:155 to 7:159
agricultural employers. See ““Agricultural
employer quarterly federal tax returns”
under this heading
computation of penalties, 7:159
IRM Exhibit 5600-22- FTD Alert for 941,
941PR, and 720 Returns, App. 71
lookback periods, 7:156
safe harbor, 7:158
Estates, priority of trust fund recovery penalty in,
7:102
Estimated tax, late payment of, 2:108
Estoppel, 7:98
Excess payment, refund of, 7:86
Excise taxes. See index heading EXCISE TAXES
Failure to deposit taxes
generally, 1:36, 2:107 to 2:113, 7:130 et seq.
ACH payment option, 7:137
appeal and review. See ““Appeal and review”
under this heading
application of payments, 7:152
assertion of penalties, 7:146
authorized depositary, 7:135
concurrent penalty with IRC Section 6655(a),
2:112
Consolidated Penalty Handbook (CPH), 7:132
crediting of deposits, 7:151
defenses, 2:111
due date, 7:148
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electronic tax payments. See ““‘Electronic tax
payments’ under this heading

estimated tax, late payment of, 2:108

federal tax deposit (FTD), 7:140, 7:141

FEDWIRE/ETA payment option, 7:139

foreign parties, partnerships with, 2:110

handbook, 7:132

identification of payments, 7:152

IRC Section 6656, 7:130, 7:145

mail deposits, 7:142

mitigation of penalties, 2:113, 7:153

notice, 7:134

reasonable cause, 2:111, 7:149, 9:56

reporting criteria, 7:133

requirement of failure to deposit, 7:150

requirement to make deposit, 7:144

safe harbor, 7:154

underpayment of tax, 7:147

False or fraudulent statements to employees

assertion of penalties, 8:46
computation of penalties, 8:46
IRC Section 6674, 8:45
reasonable cause, 8:47

Fast track mediation, 7:75
Federal tax deposit (FTD)

appeal and review, 7:179, 7:180
avoidance, 7:177, 7:178
failure to deposit taxes, 7:140, 7:141

IRM Exhibit 5600-22- FTD Alert for 941,
941PR, and 720 Returns, App. 71

special deposits, 7:182

third parties, 7:178

trust fund recovery penalty, 7:94
waiver of penalties, 7:180

FEDWIRE/ETA payment option, 7:139
FICA, trust fund recovery penalty, 7:7, 7:10
Final word standard, trust fund recovery penalty,

7:26

Foreign persons, withholding taxes from U.S.

source income of
generally, 7:55
annual tax return
generally, 7:171 to 7:175
computation of penalties, 7:174
deficiency procedures, 7:175
deposit requirements, 7:172
Form 1042- Annual Withholding Tax Return

for U.S. Source Income of Foreign
Persons, App. 13C
Form 1042-S- Foreign Person’s U.S. Source

Income Subject to Withholding, App.
13D

safe harbor, 7:173
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Foreign persons, withholding taxes from U.S.
source income of—Cont’d
failure to withhold tax
generally, 8:37 to 8:44
background, 8:37
consequences of failure to withhold tax,
8:44
examples of U.S. source income, 8:38
exceptions to withholding requirements,
8:40
nonresident aliens and corporations, 8:41,
13:26
obligations of withholding agent, 8:43
personal service income, 8:42
rates of withholding, 8:39
Form 1042- Annual Withholding Tax Return
for U.S. Source Income of Foreign
Persons, App. 13C
Form 1042-S- Foreign Person’s U.S. Source
Income Subject to Withholding, App.
13D
Form 8233- Exemption from Withholding on
Compensation for Independent (and
Certain Dependent) Persona, App. 8B
Form W-8ECI- Certificate of Foreign Person’s
Claim for Exemption from Withholding
on Income, App. 8A
Form 1042- Annual Withholding Tax Return for
U.S. Source Income of Foreign Persons,
App. 13C
Form 1042-S- Foreign Person’s U.S. Source
Income Subject to Withholding, App. 13D
Form 2481 procedures, 7:187
Form 2749- Request for Trust Fund Recovery
Penalty Assessment, App. 7M
Form 2750- Waiver of Extending Statutory
Period for Assessment of Trust Fund
Recovery Penalty, 7:59, App. 7B
Form 2751- Proposed Assessment of Trust Fund
Recovery Penalty, App. 7E
Form 2751-AD- Trust Fund Recovery Penalty-
Offer of Agreement to Assessment and Col-
lection
appeal and review, 10:90
text, App. 7J
Form 3210- Document Transmittal, App. 7L
Form 3870- Request for Adjustment, 7:80, App.
10B
Form 4180- Report of Interview with Individual
Relative to Trust Fund Recovery Penalty or
Personal Liability for Excise Tax, App. 7C
Form 4219- Statement of Liability of Lender,
Surety, or Other Person for Withholding
Taxes, App. 7G
Form 4523- Case Index Card- Record of Trust
Fund Recovery Penalty Assessment, App.
7K

EMPLOYMENT TAX PENALTIES—Cont’d

Form 8233- Exemption from Withholding on
Compensation for Independent (and Certain
Dependent) Personal Services of Nonresi-
dent Alien Individual, App. 8B

Form CT-1, 7:176

Form W-8ECI- Certificate of Foreign Person’s
Claim for Exemption from Withholding on
Income Effectively Connected with Conduct
of Trade or Business in U.S., App. 8A

Fraud penalties, 7:23

Freezes on refunds, 7:69

Full compliance check, 7:64

Identification of payments, 7:152

Inability to locate situations, 7:53

Independent contractors, 7:5

Information return penalties. See index heading
INFORMATION RETURN PENALTIES

Interest

bankruptcy, 7:99

liability for accrued interest, 7:82

overpayments, interest not paid on, 11:85

Internal Revenue Manual (IRM)

assessment of penalties, 7:44

IRM 5.7.5.2- Collectibility of trust fund
recovery penalty, App. 7P

IRM 5633.3- Responsible Person, App. 7N

IRM 5633.4- Willfulness, App. 70

IRM Exhibit 5600-1- Records That May Be
Examined for 100-Percent Penalty
Recommendations, App. 7A

IRM Exhibit 5600-22- FTD Alert for 941,
941PR, and 720 Returns, App. 71

Investigations, 7:41, 7:50

IRC Section 530, 7:14, 7:15

IRC Section 3505, 7:108 et seq., 7:114, 7:126

IRC Section 6656, 7:130, 7:145

IRC Section 6672, 7:2,7:126

IRC Section 7436, 7:16 to 7:18

IRC Section 7501, 7:103

Jeopardy assessment procedures, 10:88

Joint and several liability, trust fund recovery
penalty, 7:91

Judgment in favor of taxpayer, abatement due to,
7:84

Jurisdiction

generally, 7:90
employment status, 7:16
Knowledge
third-party liability for wages, 7:115
trust fund recovery penalty, 7:36
Lenders
trust fund recovery penalty, third-party lenders,
7:33
withholding taxes, lender liability for
generally, 1:37
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Lenders—Cont’d
withholding taxes, lender liability fo—Cont’d
Form 4219- Statement of Liability of
Lender, Surety, or Other Person for
Withholding Taxes, App. 7G
Letter 903(DO), 7:185
Letter 1153- Assessment of Trust Fund Recovery
Penalty
form, App. 7F
review of file before Letter 1153(DO), 7:63
Levy, 7:61
Liens, release of federal tax lien, 7:85
Limitation of liability, third-party liability for
wages, 7:118
Lookback periods, employer quarterly federal tax
returns, 7:156
Mailing of coupon and payment, 7:143
Management, trust fund recovery penalty, 7:39,
7:40
Master file transcript, assessment records on,
10:65
Mediation, 7:75
Ministerial functions, trust fund recovery penalty,
7:29
Misapplications of payment, appeal and review,
10:93
Mitigation of penalties, failure to deposit taxes,
2:113,7:153
Monitoring of each case, 10:84
Monthly filing, special deposits, 7:184, 7:186
Multiple person cases, appeal and review, 10:79
Negligence, trust fund recovery penalty, 7:23,
7:35
New purchaser, trust fund recovery penalty, 7:32
Nonassertion of trust fund recovery penalty, 7:54
to 7:56
Nonowner employees, 7:49
Nonpayroll tax reporting
generally, 7:160
computation of penalties, 7:161
Notice
failure to deposit taxes, 7:134
third-party liability for wages. See ““Third-
party liability for wages’” under this head-
ing
trust fund recovery penalty. See “Trust fund
recovery penalty”’ under this heading
Offers in compromise
generally, 7:68
abatement due to acceptance of offer in com-
promise, 7:83
appeal and review, 10:94
Form 2751-AD. See “Form 2751-AD- Trust
Fund Recovery Penalty- Offer of Agree-
ment to Assessment and Collection”™
under this heading
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100-percent penalty
IRM Exhibit 5600-1- Records That May Be
Examined for 100-Percent Penalty
Recommendations, App. 7A
Overpayments, interest not paid on, 11:85
Partnerships, trust fund recovery penalty, 7:21
Payment
appeal and review. See ““Appeal and review”
under this heading
deductibility of payment penalty, 7:100
designation of payments. See ‘“‘Designation of
payments”’ under this heading
electronic tax payments. See ““Electronic tax
payments”’ under this heading
failure to deposit taxes. See ‘““Failure to deposit
taxes” under this heading
mailing of coupon and payment, 7:143
wages. See “Third-party liability for wages™
under this heading
Personal service income, failure to withhold tax
from U.S. source income of foreign persons,
8:42
Prime contractor, third-party liability for wages,
7:113
Prior law, third-party liability for wages, 7:110
Priorities and preferences
estates, priority of trust fund recovery penalty
in, 7:102
taxes, priority of, 7:103
Prompt assessment, 7:79
Proposed assessment of trust fund recovery
penalty
generally, 7:71
Form 2751-AD. See “Form 2751-AD- Trust
Fund Recovery Penalty- Offer of Agree-
ment to Assessment and Collection”
under this heading
Public works, bond on, 7:127 to 7:129
Quarterly federal tax returns. See “Employer
quarterly federal tax returns’ under this
heading
Quick assessment procedures
generally, 7:78
appeal and review, 10:87
Reasonable cause, 9:57
failure to deposit taxes, 2:111, 7:149, 9:56
false or fraudulent statements to employees,
8:47
Rebuttal memorandum, 7:76
Recommendations
generally, 7:50, 7:62
Form 4183- Recommendation re- Trust Fund
Recovery Assessment, App. 7D
IRM Exhibit 5600-1- Records That May Be
Examined for 100-Percent Penalty
Recommendations, App. 7A
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Recommendations—Cont’d

nonassertion, recommendation of, 7:56
Records and recording

Form 4523- Case Index Card- Record of Trust

Fund Recovery Penalty Assessment, App.

7K

IRM Exhibit 5600-1- Records That May Be
Examined for 100-Percent Penalty
Recommendations, App. 7A

master file transcript, assessment records on,
10:65
Referral. See ““Special deposits’ under this head-
ing
Refunds
excess payment, refund of, 7:86
freezes of refunds, 7:69
Reimbursement of penalties, 7:104
Release of federal tax lien, 7:85
Responsible person
generally, 7:24
appeal and review, 10:66 to 10:68
IRM 5633.3- Responsible Person, App. 7N
Returns. See “Employer quarterly federal tax
returns” under this heading
Revenue Officer
special deposits, 7:184, 7:185
trust fund recovery penalty, 7:41
Safe harbor
employer quarterly federal tax returns, 7:158
excise tax return, failure to file, 7:170
failure to deposit taxes, 7:154

foreign persons, annual withholding tax return
for U.S. source income of, 7:173

Self-employment tax, 7:12
Signatures, trust fund recovery penalty, check
signing authority, 7:31, 7:38
Sole proprietorships, trust fund recovery penalty,
7:21
Special deposits
generally, 7:181 to 7:192
agricultural employer quarterly federal tax
returns, 7:164
background, 7:182
committee reports, 7:191
constitutional law, 7:192
criminal law, 7:189, 7:190
federal tax deposit (FTD), 7:182
Form 2481 procedures, 7:187
Letter 903(DO), 7:185
monthly filing, 7:184, 7:186
referral
civil enforcement, referral for, 7:188
criminal enforcement, referral for, 7:189
Revenue Officer action, 7:184, 7:185

EMPLOYMENT TAX PENALTIES—Cont’d

Statute of limitations
generally, 7:17, 7:58, 7:97
appeal and review, 10:85
waiver of extension of statute
generally, 7:59
Form 2750- Waiver of Extending Statutory
Period for Assessment of Trust Fund
Recovery Penalty, App. 7B
Sureties, liability of, 7:127 to 7:129
Tax Court jurisdiction
generally, 7:90
employment status, 7:16
Taxpayer Bill of Rights 2 (TBR2), appeal and
review, 10:86
Third parties
federal tax deposit (FTD), 7:178
review of assessments against, 10:80
trust fund recovery penalty, third-party lenders,
7:33
wages. See “Third-party liability for wages™
under this heading
Third-party liability for wages
generally, 7:108 to 7:126
actual notice or knowledge, 7:115
burden of proof, 7:121
control, 7:116
customer, 7:113
direct payment by third parties, 7:112
employment company, 7:113
examples, 7:119
IRC Section 3505, 7:108 et seq., 7:114, 7:126
IRC Section 6672, 7:126
knowledge, 7:115
liability under IRC Section 3505, 7:114
limitation of liability, 7:118
notice
actions and remedies, 7:125
actual notice or knowledge, 7:115
payment of taxes, 7:123, 7:124
person defined, 7:122
prime contractor, 7:113
prior law, 7:110
purpose of IRC Section 3505, 7:111
supplying funds, 7:117
working capital loans, 7:120
Time of assessment. See ““Assessment of penal-
ties”” under this heading
Timely protests, 7:73
Transferee liability, 7:66
Transmittal of cases to appeal. See ““Appeal and
review’’ under this heading
Trust fund recovery penalty
generally, 1:35, 7:2 to 7:40
abatement. See ‘““Abatement of penalties™
under this heading
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EMPLOYMENT TAX PENALTIES—Cont’d
Trust fund recovery penalty—Cont’d

administrative review, 7:42

agreed cases, 7:77

any person, 7:22

appeal and review. See ““Appeal and review”
under this heading

assessment of penalties. See ““Assessment of
penalties” under this heading

Automated Trust Fund Recovery (ATFR)
program, 7:45

background, 7:4

bankruptcy. See “Bankruptcy’ under this
heading

burden of proof, 7:89

case file. See ““Case file”” under this heading

check signing authority, 7:31, 7:38

collection of penalties. See “Collection of
penalties” under this heading

common law employees, 7:11

compliance check, 7:64

compromise. See “Offers in compromise”
under this heading

computation notice, 7:43

contribution, 7:91

control, 7:28 to 7:30

corporations. See “Corporations’ under this
heading

defenses, 7:13

delegation of duty, 7:27

designation of payments. See ‘‘Designation of
payments’’ under this heading

employee defined, 7:5, 7:20

employer defined, 7:6

employment status, 7:16 to 7:18

example, 7:3

fast track mediation, 7:75

federal tax deposit (FTD), 7:94

FICA, 7:7,7:10

final word standard, 7:26

foreign countries, taxpayer residing in, 7:55

Form 2749- Request for Trust Fund Recovery
Penalty Assessment, App. 7M

Form 2750- Waiver of Extending Statutory
Period for Assessment of Trust Fund
Recovery Penalty, App. 7B

Form 2751-AD. See “Form 2751-AD- Trust
Fund Recovery Penalty- Offer of Agree-
ment to Assessment and Collection”
under this heading

Form 3870- Request for Adjustment, 7:80,
App. 10B

Form 4180- Report of Interview with Individ-
ual Relative to Trust Fund Recovery

Penalty or Personal Liability for Excise
Tax, App. 7C
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Form 4183
Part 4, App. 7U
Recommendation re:Trust Fund Recovery
Assessment, App. 7D

Form 4523- Case Index Card- Record of Trust
Fund Recovery Penalty Assessment, App.
7K

fraud penalties, 7:23

freezes on refunds, 7:69

full compliance check, 7:64

FUTA, 7:8

inability to locate situations, 7:53

independent contractors, 7:5

interest. See ““Interest’” under this heading

Internal Revenue Manual (IRM), 7:44

investigations, 7:41, 7:50

IRC Section 530, 7:14, 7:15

IRC Section 6672, 7:2

IRC Section 7436, employment status, 7:16 to
7:18

IRM 5.7.5.2- Collectibility of trust fund
recovery penalty, App. 7P

joint and several liability, 7:91

judgment in favor of taxpayer, abatement due
to, 7:84

jurisdiction. See ““Jurisdiction” under this
heading

knowledge, 7:36

Letter 1153. See “Letter 1153- Assessment of
Trust Fund Recovery Penalty’” under this
heading

levy, 7:61

liens, release of federal tax lien, 7:85

management, 7:39, 7:40

mediation, 7:75

ministerial functions, 7:29

Mylo Unwary, 7:3

negligence, 7:23, 7:35

new manager, 7:39

new purchaser, 7:32

nonassertion of trust fund recovery penalty,
7:54 to 7:56

nonowner employees, 7:49
notice
appeal and review, 10:82
computation notice, 7:43

offers in compromise. See ““Offers in compro-
mise”” under this heading

old manager, 7:40

partnerships, 7:21

power to control, 7:28 to 7:30

priority of trust fund recovery penalty, 7:102
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proposed assessment. See ““Proposed assess-
ment of trust fund recovery penalty”
under this heading
rebuttal memorandum, 7:76
reckless disregard, 7:37
recommendations. See ‘‘Recommendations’
under this heading
refunds. See ““Refunds’” under this heading
reimbursement of penalties, actions for, 7:104
release of federal tax lien, 7:85
responsible person. See ‘“‘Responsible person’
under this heading
Revenue Officer investigation, 7:41
self-employment tax, 7:12
settlement procedure, 10:89, 10:92
seven factor test, 7:25
signatures, check signing authority, 7:31, 7:38
sole proprietorships, 7:21
statute of limitations. See *“ Statute of limita-
tions” under this heading
third-party lenders, 7:33
time of assessment. See ““Assessment of penal-
ties”” under this heading
timely protests, 7:73
transferee liability, 7:66
transmittal of cases to appeal. See “Appeal and
review” under this heading
uncollectible penalties, 7:70
waiver of statute of limitations. See ‘“ Statute
of limitations” under this heading
willful acts. See “Willful acts” under this
heading
withholding collection of trust fund recovery
penalty, 7:79
withholding taxes, 7:9
Uncollectible penalties, 7:70
Underpayment of tax, failure to deposit taxes,
7:147
Unemployment taxes. See index heading
UNEMPLOYMENT TAXES
U.S. source income. See “‘Foreign persons, with-
holding taxes from U.S. source income of”’
under this heading
Wages. See “Third-party liability for wages”
under this heading
Waiver
federal tax deposit (FTD), waiver of penalties,
7:180
reasonable cause, 9:57
statute of limitations. See ‘* Statute of limita-
tions” under this heading
Willful acts
generally, 7:34
appeal and review. See ““Appeal and review”
under this heading

>

EMPLOYMENT TAX PENALTIES—Cont’d
Willful acts—Cont’d
definition, 7:50
IRM 5633.4- Willfulness, App. 70
Withholding collection of trust fund recovery
penalty, 7:79
Withholding taxes
abatement of penalties due to further collection
of withheld taxes, 7:81
corporation, payment of withheld taxes on
behalf of, 7:67
credit for withholding not paid over, employee
entitled to, 7:10
employee plan penalties, failure to provide
notice of withholding election to
recipients of distributions, 6:116, 12:67
foreign persons. See ““Foreign persons, with-
holding taxes from U.S. source income
of”” under this heading
Form 4219- Statement of Liability of Lender,
Surety, or Other Person for Withholding
Taxes, App. 7G
information return penalties. See index heading
INFORMATION RETURN PENALTIES
international penalties. See ‘‘Foreign persons,
withholding taxes from U.S. source
income of” under this heading
lender liability. See “Lenders’” under this
heading
trust fund recovery penalty, 7:9
Working capital loans, third-party liability for
wages, 7:120

EQUITABLE RELIEF

Innocent spouse. See index heading INNOCENT
SPOUSE

Interest, 11:67

ESTATE TAXES
Interest. See index heading INTEREST

ESTATES
Accuracy related penalties. See index heading
ACCURACY RELATED PENALTIES
Delinquency penalties. See index heading DELIN-
QUENCY PENALTIES
Employment tax penalties, priority of trust fund
recovery penalty, 7:102

Extensions of time. See index heading DELIN-
QUENCY PENALTIES

Interest. See index heading INTEREST

ESTIMATED TAXES
Assessment of penalties, App. 2F

Defenses. See ““Failure to pay estimated income
tax”” under this heading

Employment taxes, late payment of estimated,
2:108
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ESTIMATED TAXES—Cont’d
Estates. See ““Failure to pay estimated income
tax” under this heading
Failure to file return
deposits of estimated income tax as payment of
tax, 2:22 disability, waiver bases upon, 2:74
extensions of time, reasonable estimates for, estates. See “Estates” under this subheading
2:20 exceptions to estimated tax penalty, 2:72
Failure to pay estimated income tax extensions of time to pay, 2:83
corporations farmers. See “Farmers and fishermen, fail-

ESTIMATED TAXES—Cont’d
Failure to pay estimated income tax—Cont’d
individuals—Cont’d
defenses, 2:75, 9:53
definition of underpayment, 2:65

generally, 2:86 to 2:106

adjusted seasonal income, 2:94

adjustments under IRC Section 6425, 2:101

annualized income, 2:90, 2:91

base period percentage, 2:95

computation of penalty, 2:106

defenses, 2:102, 2:103, 9:54

due dates of installments, 2:87

excessive adjustments under IRC Section
6425, 2:101

exempt organizations, 2:99

filing month, 2:95

fiscal year, 2:98

foreign corporations, 2:92

Form 2220, Instructions for, App. 2E

Form 2220- Underpayment of Estimated Tax
by Corporations, App. 2D

installment payments, 2:87, 2:88

investment tax credit, recapture of, 2:97

IRC Section 6655, generally, 2:86

large corporations, 2:89

reasonable cause, 2:103, 9:54

REIT dividends, 2:93

required installments, 2:87, 2:88

S corporations, 2:100

seasonal income, 2:94

short tax years, 2:98

timely payment of estimated tax, 2:105

defenses

corporations, 2:102, 2:103, 9:54
individuals, 2:75, 9:53

estates

generally, 2:81

Form 2210, Instructions for, App. 2B

Form 2210- Underpayment of Estimated Tax
by Individuals, Estates, and Trusts,
App. 2A

exempt organizations, 2:99
fiscal year

corporations, 2:98
individuals, 2:80

individuals

generally, 2:58 to 2:85

amount of installments, 2:62

basis of underpayment rate, 2:64
computation of penalty, 2:59, 2:84
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ure to pay estimated income tax” under

this heading
fiscal year, 2:80
fishermen. See “Farmers and fishermen,
failure to pay estimated income tax”’
under this heading
Form 2210, Instructions for, App. 2B
Form 2210- Underpayment of Estimated Tax
by Individuals, Estates, and Trusts,
App. 2A
installment payments, 2:61, 2:62, 2:67, 2:70
IRC Section 6654, generally, 2:60
nonresident aliens, 2:79
period of underpayment, 2:66
preceding year’s tax, limitations on use of,
2:68
pre-January 31 returns, 2:76
reasonable cause, 2:75, 9:53
required installments, 2:67
retirement, waiver bases upon, 2:74
Schedule H and estimated tax penalty, 2:85
short year, 2:80
special rules, former special rule for 2009,
2:69
trusts. See “Trusts’ under this subheading
underpayment of tax, 2:63 to 2:66
waiver of penalty, 2:73, 2:74
installment payments
corporations, 2:87, 2:88
individuals, 2:61, 2:62, 2:67, 2:70
IRC Section 6654, generally, 2:60
IRC Section 6655, generally, 2:86
large corporations, 2:89
reasonable cause
corporations, 2:103, 9:54
individuals, 2:75, 9:53
short tax years
corporations, 2:98
individuals, 2:80
tax years
corporations, 2:98
individuals, 2:80
trusts
generally, 2:81
Form 2210, Instructions for, App. 2B
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ESTIMATED TAXES—Cont’d
Failure to pay estimated income tax—Cont’d
trusts—Cont’d
Form 2210- Underpayment of Estimated Tax

by Individuals, Estates, and Trusts,
App. 2A
Farmers and fishermen, failure to pay estimated
income tax
generally, 2:77
definition, 2:78
Form 2210-F- Underpayment of Estimated Tax
by Farmers and Fishermen, App. 2C
Fiscal year. See ““Failure to pay estimated income
tax”” under this heading
Fishermen. See “Farmers and fishermen, failure
to pay estimated income tax’’ under this
heading

Foreign corporations, failure to pay estimated
income tax, 2:92

Form 2210, Instructions for, App. 2B

Form 2210- Underpayment of Estimated Tax by
Individuals, Estates, and Trusts, App. 2A

Form 2210-F- Underpayment of Estimated Tax
by Farmers and Fishermen, App. 2C

Form 2220, Instructions for, App. 2E

Form 2220- Underpayment of Estimated Tax by
Corporations, App. 2D

Installment payments. See “Failure to pay
estimated income tax’’ under this heading

Interest. See index heading INTEREST

IRC Section 6654, generally, 2:60

IRC Section 6655, generally, 2:86

Large corporations, failure to pay estimated
income tax, 2:89

Nonresident aliens, failure to pay estimated
income tax, 2:79

Overpayments, interest on, 11:69
Reasonable cause. See ““‘Failure to pay estimated
income tax”’ under this heading

Short tax years. See ““Failure to pay estimated
income tax’’ under this heading

Tax years. See “‘Failure to pay estimated income
tax”” under this heading

Trusts. See ““Failure to pay estimated income
tax” under this heading

Underpayment of tax. See “Failure to pay
estimated income tax’’ under this heading

ESTOPPEL
Employment tax penalties, 7:98

EVASION
See index heading TAX AVOIDANCE OR EVASION

EXAMINATIONS

Form 4549- Income Tax Examination Changes,
App. 2G

EXAMINATIONS—Cont’d
Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

EXCISE TAXES
Appeal and review, 10:71
Excessive claims for federal excise taxes
generally, 8:48 to 8:51
applicability, 8:51
computation of penalties, 8:49
IRC Section 6675, 8:48
persons subject to penalty, 8:51
reasonable cause, 8:50
Failure to file return
generally, 7:166 to 7:170
de minimis exceptions, 7:169
deposits, 7:168
filing requirements, 7:167
safe harbor, 7:170
Form 4180- Report of Interview with Individual
Relative to Trust Fund Recovery Penalty or
Personal Liability for Excise Tax, App. 7C
Interest, 11:87
Overpayments, 11:87
Trust fund recovery penalty, 7:87

EXEMPT ORGANIZATION PENALTIES
Generally, 1:18, 12:1 to 12:76
Amount of penalties, 12:16, 12:18
Annual returns, public inspection of, 12:13
Applicability, 12:2
Applications, public inspection of, 12:15
Assertion of penalties, 12:18, App. 12B
Computation of penalties
generally, 12:16, 12:18
contributions. See “Contributions’ under this
heading
federal government, failure to disclose that
information or service is available from,
12:29
manager penalties for failure to provide public
inspection, 12:23
private foundation manager penalties, 12:21
Contributions
computation of penalties
nondeductibility of contributions, failure to
disclose, 12:26
quid pro quo contributions, failure to dis-
close, 12:32
nondeductibility of contributions, failure to
disclose
generally, 12:25 to 12:27
amount of penalties, 12:26
reasonable cause, 12:27
quid pro quo contributions, failure to disclose
generally, 12:31, 12:32
amount of penalties, 12:32
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EXEMPT ORGANIZATION PENALTIES
—Cont’d
Contributions—Cont’d
quid pro quo contributions, failure to disclose
—Cont’d
reasonable cause, 12:32
reasonable cause
nondeductibility of contributions, failure to
disclose, 12:27
quid pro quo contributions, failure to dis-
close, 12:32
Deductions. See “Contributions” under this
heading
Delinquency penalties
failure to file return, 6:109, 12:6
failure to pay tax. See “‘Failure to pay tax”
under this heading
Disclosures
contributions. See “Contributions’” under this
heading
federal government. See ‘“‘Federal government,
failure to disclose that information or ser-
vice is available from” under this heading
LR.C. § 6033(a)(2), 12:17
political organizations, 12:10
Estimated income tax, failure to pay, 2:99
Failure to file return, 6:109, 12:6
Failure to pay tax
estimated income tax, 2:99
reasonable cause, 9:55
Federal government, failure to disclose that infor-
mation or service is available from
generally, 12:28 to 12:30
amount of penalties, 12:29
reasonable cause, 12:30
Information returns, failure to file, 6:109, 12:6
Inspections. See “‘Public inspection” under this
heading
Interest on penalties, 11:22
Local political organizations, 12:9
Manager penalties
generally, 12:12
private foundation managers, 12:20, 12:21
public inspection, failure to provide, 12:22,
12:23
reasonable cause, 12:24
Notice requirements, political organizations,
12:10
Political organizations
generally, 12:7
disclosures, 12:10
notice, 12:10
qualified state or local political organizations,
12:9
returns, 12:8
Private foundation managers, 12:20, 12:21
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EXEMPT ORGANIZATION PENALTIES
—Cont’d
Public inspection
annual returns, public inspection of, 12:13
applications, public inspection of, 12:15
failure to provide public inspection, manager
penalties for, 12:22, 12:23
reasonable cause, 12:24
report of expenditures and contributions, pub-
lic inspection of, 12:14
Qualified state or local political organizations,
12:9
Quid pro quo contributions. See “Contributions”
under this heading
Reasonable cause
generally, 12:19
contributions. See “Contributions’” under this
heading
failure to pay tax, 9:55
federal government, failure to disclose that
information or service is available from,
12:30
Report of expenditures and contributions, public
inspection of, 12:14
Returns
generally, 12:3
political organizations, 12:8
public inspection of annual returns, 12:13
State or local political organizations, 12:9
Summary, 12:11

EXHAUSTION OF REMEDIES
Delay, tax proceedings for, 8:29

EXTENSIONS OF TIME

Delinquency penalties. See index heading pELIN-
QUENCY PENALTIES

Information return penalties. See index heading
INFORMATION RETURN PENALTIES

Interest, 11:7

Return preparer penalties, consent to extensions
of time on assessment, App. 4D

FACTS AND CIRCUMSTANCES
Reasonable cause, 9:62

FAILURE TO COMPLY WITH
INFORMATION REPORTING
REQUIREMENTS

See index heading INFORMATION RETURN PENALTIES

FAILURE TO DEPOSIT TAXES

See index heading EMPLOYMENT TAX PENALTIES

FAILURE TO FILE RETURN

Delinquency penalties. See index heading pELIN-
QUENCY PENALTIES

Employee plan penalties. See index heading
EMPLOYEE PLAN PENALTIES
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FAILURE TO FILE RETURN—Cont’d
Estimated taxes. See index heading ESTIMATED
TAXES

Excise taxes. See index heading EXCISE TAXES
Exempt organization penalties, 6:109, 12:6
Fraud penalties, 3:126

Information return penalties. See index heading
INFORMATION RETURN PENALTIES

International penalties. See index heading
INTERNATIONAL PENALTIES

Return preparer penalties, 4:143

FAILURE TO FURNISH INFORMATION
UNDER SECTION 7654

See index heading INTERNATIONAL PENALTIES

FAILURE TO FURNISH TAX SHELTER
INFORMATION

See index heading TAX SHELTER PENALTIES

FAILURE TO MAINTAIN LIST OF RETURN
PREPARERS EMPLOYED

See index heading RETURN PREPARER PENALTIES

FAILURE TO PAY TAX

Delinquency penalties. See index heading DELIN-
QUENCY PENALTIES

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

Estimated taxes. See index heading ESTIMATED
TAXES

Exempt organization penalties. See index heading
EXEMPT ORGANIZATION PENALTIES

FAILURE TO PROVIDE PREPARER’S
IDENTIFICATION NUMBER

See index heading RETURN PREPARER PENALTIES

FAILURE TO PROVIDE TAXPAYER WITH
COPY OF RETURN

See index heading RETURN PREPARER PENALTIES

FAILURE TO REPORT INCOME
Fraud penalties, 3:127

FAILURE TO RETAIN COPY OR LIST OF
RETURNS PREPARED

See index heading RETURN PREPARER PENALTIES

FAILURE TO SHOW INFORMATION ON
DEBT INSTRUMENT

See index heading DEBTORS AND CREDITORS

FAILURE TO SIGN RETURN

See index heading RETURN PREPARER PENALTIES

FALSE INFORMATION RETURN
Civil damages
Notice 2011-54, App. 61

FALSE STATEMENTS
Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES
Information return penalties. See index heading
INFORMATION RETURN PENALTIES

Tax shelter penalties. See index heading Tax
SHELTER PENALTIES
FAMILY MEMBERS
Delinquency penalties, failure to file return due to
health problems of family of taxpayer, 9:40
Return preparer penalties, disclosure of taxpayer
information to related taxpayers, 4:115

FARMERS

Estimated taxes. See index heading ESTIMATED
TAXES

FAST TRACK MEDIATION
Employment tax penalties, 7:75

FEDERAL TAX DEPOSIT (FTD)
Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

FEDERAL TAX LIENS
Generally, 10:3

Employment tax penalties, release of federal tax
lien, 7:85

FIFTH AMENDMENT
Tax shelter penalties, frivolous tax returns, 5:57

FINAL WORD STANDARD
Employment tax penalties, trust fund recovery
penalty, 7:26

FINANCIAL HARDSHIP
Information return penalties, waiver, 6:92
Reasonable cause. See index heading REASONABLE
CAUSE

FIRES
Reasonable cause, 9:12

FIRST IMPRESSION
Reasonable cause, 9:63

FIRST-TIME EXCEPTION

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

FISCAL YEAR

Estimated taxes. See index heading ESTIMATED
TAXES

FISHERMEN

Estimated taxes. See index heading ESTIMATED
TAXES

FOREIGN COUNTRIES

Death taxes, foreign, interest not paid on
overpayments, 11:83
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FOREIGN COUNTRIES—Cont’d

Delinquency penalties. See index heading DELIN-
QUENCY PENALTIES

Employment tax penalties, taxpayer residing
outside United States, 7:55

Information return penalties. See index heading
INFORMATION RETURN PENALTIES

International penalties. See index heading
INTERNATIONAL PENALTIES

Nonresident aliens. See index heading NONRESI-
DENT ALIENS

FOREIGN FINANCIAL ASSET
UNDERSTATEMENT
Generally, 3:115 to 3:118
Definition, 3:116
Increased penalty, 3:117
Reasonable cause, 3:118

FOREIGN SALES CORPORATION (FSC)

International penalties. See index heading
INTERNATIONAL PENALTIES

FORGETFULNESS
Reasonable cause, 9:17

FORMS

FinCEN Form 114- Report of Foreign Bank and
Financial Accounts, App. 6H

Form 105- FinCEN Form, App. 6L, 6M

Form 843 - Claim for refund and request for
Abatement, App. IE

Form 872- Consent to Extend the Time on
Assessment, App. 4D, 13V

Form 926, App. 13G

Form 1042- Annual Withholding Tax Return for
U.S. Source Income of Foreign Persons,
App. 13C

Form 1042-S- Foreign Person’s U.S. Source
Income Subject to Withholding, App. 13D

Form 1096- Annual Summary, 6:21

Form 2010-53, App. 1C

Form 2210, Instructions for, App. 2B

Form 2210- Underpayment of Estimated Tax by
Individuals, Estates, and Trusts, App. 2A

Form 2210-F- Underpayment of Estimated Tax
by Farmers and Fishermen, App. 2C

Form 2220, Instructions for, App. 2E

Form 2220- Underpayment of Estimated Tax by
Corporations, App. 2D

Form 2350

e-file signature authorization for form (Form
8878), App. 2K
extension of time to file tax return, application
for, App. 2L

Form 2749- Request for Trust Fund Recovery
Penalty Assessment, App. 7M

Form 2750- Waiver of Extending Statutory
Period for Assessment of Trust Fund
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FORMS—Cont’d

Recovery Penalty, 7:59, App. 7B

Form 2751- Proposed Assessment of Trust Fund
Recovery Penalty, App. 7E

Form 2751-AD- Trust Fund Recovery Penalty-
Offer of Agreement to Assessment and Col-
lection, App. 7J

Form 3210- Document Transmittal, App. 7L

Form 3520, App. 13H

Form 3520-A, App. 131

Form 3870- Request for Adjustment, 7:80, App.
10B

Form 3911- Taxpayer Statement Regarding
Refund, App. 11A

Form 4180- Report of Interview with Individual
Relative to Trust Fund Recovery Penalty or
Personal Liability for Excise Tax, App. 7C

Form 4183. See index heading EMPLOYMENT PENAL-
TIES

Form 4219- Statement of Liability of Lender,
Surety, or Other Person for Withholding
Taxes, App. 7G

Form 4419- Application for Filing Information
Returns Electronically, App. 6G

Form 4523- Case Index Card- Record of Trust
Fund Recovery Penalty Assessment, App.
7K

Form 4549- Income Tax Examination Changes,
App. 2G

Form 4768- Application for Extension of Time to
File Return and/or pay U.S. Estate and Gen-
eration-Skipping Transfer Taxes, App. 2J

Form 5472, App. 13F

Form 5580, 10:25

Form 5816- Report of Income Tax Preparer
Penalty Cases, App. 4G

Form 5838- Waiver of Restrictions on Assess-
ment, App. 4C

Form 6118- Claim for Refund of Income Tax
Return Preparer Penalties, App. 4B

Form 7004- Application for Automatic Extension
of Time to File Certain Business Income
Tax, Information, and Other Returns, App.
21

Form 8233- Exemption from Withholding on
Compensation for Independent (and Certain
Dependent) Personal Services of Nonresi-
dent Alien Individual, App. 8B

Form 8275, Instructions for, 3:44

Form 8275- Disclosure Statement, 3:42, App. 3A

Form 8275-R, Instructions for, 3:44

Form 8275-R- Regulation Disclosure Statement,
App. 3B

Form 8278- Computation and Assessment of
Miscellaneous Penalties, App. 4F

Form 8300- Report of Cash Payments Over
$10,000 Received in Trade or Business,
6:131, App. 6C
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FORMS—Cont’d

Form 8606- Nondeductible IRAs, App. 12A

Form 8633- Application to Participate in the IRS
e-file Program, App. 4J

Form 8809- Application for Extension of Time to
File Information Returns, App. 6B

Form 8833, App. 13K

Form 8854 - Initial and Annual Expatriation
Statement, App. 13P

Form 8857- Request for Innocent Spouse Relief,
App. 9B

Form 8865, App. 13]

Form 8867- Paid Preparer’s Due Diligence
Checklist, App. 4H

Form 8878- e-file signature authorization for
form 4867 and 2350, App. 2K

Form 8886- Reportable Transaction Disclosure
Statement, App. 5C

Form 8918- Material Advisor Disclosure State-
ment, App. SA

Form CT-1, 7:176

Form FinCEN 104- Currency Transaction Report,
App. 6D

Form W-8ECI- Certificate of Foreign Person’s
Claim for Exemption from Withholding on
Income Effectively Connected with Conduct
of Trade or Business in U.S., App. 8A

Form W-12- Application for Paid Preparer Tax
Identification Number, App. 41

Sample Form 2848

Voluntary Disclosure, App. 13T

FRAUD

Exempt use of property, fraudulent identification
of, 8:82 to 8:85

Fraud penalties, generally. See index heading
FRAUD PENALTIES

Mortgage credit certificates, penalties with
respect to, 8:76 to 8:78

FRAUD PENALTIES

Generally, 1:24, 3:120 to 3:140
Appeal and review
generally, 10:106 to 10:110
evidence of fraud, 10:107 to 10:109
mail order ministry/vow of poverty fraud
cases, 10:110
new information found, 10:109
Applicability, 3:20
Background, 3:120
Burden of proof, 3:123
Collateral estoppel, 3:129
Cooperation, lack of, 3:128
Criminal law, referral to CID, 3:140
Defenses
generally, 3:130
innocent spouse, 3:132

FRAUD PENALTIES—Cont’d
Defenses—Cont’d
reliance, 3:131

Definitions, 3:125, 3:133 to 3:135

Delinquency penalties. See index heading pELIN-
QUENCY PENALTIES

Employee plan penalties, fraudulent statements to
plan participant, 12:34

Employment tax penalties, 7:23

Evidence of fraud, 10:107 to 10:109

Failure to file return, 3:126

Failure to report income, 3:127

Grossly erroneous item defined, 3:135

Honest mistakes, 3:137

Husband and wife. See “Joint returns’’ under this
heading

Information return penalties, fraudulent failure to
provide W-2, 6:74

Innocent spouse, 3:132, 9:83

IRC Section 6662 and IRC Section 6663, correla-
tion between, 3:138

Joint returns
generally, 3:124
innocent spouse, 3:132
spouse, knowledge of, 3:136

Mail order ministry/vow of poverty fraud cases,
10:110

Mistakes, 3:137

New information found, 10:109
Presumptions and burden of proof, 3:123
Prior law, 3:120, 3:133, 3:135

Referral to CID, 3:140

Reliance, 3:131

Spouse, knowledge of, 3:136, 9:83
Statute of limitations, 3:139

Substantial understatement defined, 3:133

Tax shelter penalties. See index heading Tax
SHELTER PENALTIES

Understatement defined, 3:134

FRAUDULENT TRANSFERS
Innocent spouse, 9:92

FREEZES ON REFUNDS
Employment tax penalties, 7:69

FREEZING BILLING
Appeal and review, 10:32

FRIVOLOUS POSITIONS
Accuracy related penalties, adequate disclosure,
3:61
Delay. See index heading DELAY, TAX PROCEEDINGS
FOR

Tax shelter penalties. See index heading Tax
SHELTER PENALTIES
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FTD

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

FUEL

Improper sale or use of dyed diesel fuel. See
index heading DIESEL FUEL
Tax enforcement, 8:69 to 8:72

GENERATION-SKIPPING TRANSFER
TAXES

Form 7004- Application for Automatic Extension
of Time to File Certain Business Income
Tax, Information, and Other Returns, App.
21

GIFT TAXES
Accuracy related penalties. See index heading
ACCURACY RELATED PENALTIES

GIFTS
International penalties, 13:137
Return preparer penalties, 4:21

GOOD FAITH

Accuracy related penalties. See index heading
ACCURACY RELATED PENALTIES

GRATUITOUS ADVICE

Tax shelter penalties, aiding and abetting
understatement of tax, 5:35

GROSS INCOME
Tax shelters, promoter penalties, 5:15

GROSS VALUATION MISSTATEMENTS

Accuracy related penalties. See index heading
ACCURACY RELATED PENALTIES
Tax shelters, promoter penalties, 5:12

GROSSLY ERRONEOUS ITEMS
Fraud penalties, 3:135

GUIDELINES
International penalties, 13:18 to 13:22
Reasonable cause, 9:20

Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

HANDBOOKS

Consolidated Penalty Handbook (CPH). See
index heading coNSOLIDATED PENALTY
Hanpeook (CPH)

HEARINGS
Delay, tax proceedings for, 8:32

HOLDING COMPANY TAX
Interest, 11:37

HONEST MISTAKES
Fraud penalties, 3:137
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HOUSE OF REPRESENTATIVES
Reasonable cause, House Explanation of Reve-
nue Reconciliation Act of 1993- HR Rep
No. 103-111, 103rd Cong, 1st Sess 716-723
(1993), App. 9A
Return preparer penalties, House of Representa-
tives Report No. 95-1800, 10:56

HUSBAND AND WIFE

Community property. See index heading com-
MUNITY PROPERTY

Delinquency penalties, failure to file return due to
spousal disorder, 9:44

Innocent spouse. See index heading INNOCENT
SPOUSE

Joint returns. See index heading FRAUD PENALTIES

IDENTIFICATION NUMBER
Information return penalties, waiver, 6:87, 6:100
Partnership return, reasonable cause for failure to
file return, 9:52
Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

ILLEGAL TAX PROTESTERS

Tax shelter penalties, designation of taxpayers as
illegal tax protesters, 5:54

ILLNESS
Reasonable cause, 9:11

IMPOSITION OF PENALTIES
Generally, 1:6
Delay, tax proceedings for, 8:19

INCONSEQUENTIAL ERRORS OR
OMISSIONS

Information return penalties. See index heading
INFORMATION RETURN PENALTIES

INDEPENDENT CONTRACTORS
Employment tax penalties, 7:5

INDIVIDUAL RETIREMENT ACCOUNTS
(IRA)
Form 8606- Nondeductible IRAs, App. 12A

INFORMATION RETURN PENALTIES
Generally, 1:13, 1:33, 6:1 to 6:173
Accuracy
information returns. See ‘“‘Failure to file correct
information returns’ under this heading
payee statements. See “‘Failure to furnish cor-
rect payee statements’’ under this heading
Actions for false information returns. See “Dam-
ages for false information returns’ under
this heading
Agent of filer, actions of, 6:95
Alcohol and tobacco taxes, failure to file informa-
tion returns, 6:121
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INFORMATION RETURN PENALTIES
—Cont’d
Alimony, failure to comply with information
reporting requirements, 6:61
Appeal and review
post-assessment appeals, 6:165
waiver, 6:82
Applicability to forms, 6:23
Assessment of penalties
generally, 6:162 to 6:167
appeal and review, 6:165
failure to comply with information reporting
requirements, 6:70
failure to file correct information returns, 6:34
failure to file information returns, 6:163
failure to furnish correct payee statements,
6:58
L.LR.C. Section 6721, 6:166
master file assessment of penalties, 6:164
Notice 972CG, 6:167
Backup withholding
generally, 6:158 to 6:161
computation of penalties, 6:161
L.LR.C. Section 3406(A)(1)(B), 6:158
program, 6:160
requirements, 6:159
Bank Secrecy Act
generally, 6:140 to 6:149
additional penalties, 6:149
computation of penalties, 6:148
constitutional law, 6:142
criminal penalties, 6:146
currency transaction reports. See ““Currency
transaction reports’ under this heading
filing requirements, 6:141
foreign countries. See index heading
INTERNATIONAL PENALTIES
Burden of proof, damages for false information
returns, 6:171, 6:173
Cash transactions
generally, 6:2, 6:126 to 6:139
civil penalties, 6:137
constitutional law, 6:139
criminal law
clerks of criminal court, cash received by,
6:133
penalties, criminal, 6:138
currency transaction reports. See ‘““Currency
transaction reports’” under this heading
foreign countries, 6:136
Form 8300- Report of Cash Payments Over
$10,000 Received in Trade or Business,
6:131, App. 6C
Form FinCEN 104- Currency Transaction
Report, App. 6D
LR.C. Section 60501, 6:126 et seq.

INFORMATION RETURN PENALTIES

—Cont’d
Cash transactions—Cont’d
person defined, 6:135
related transactions, 6:129
Sixth Amendment, 6:139
trade or business, 6:132
transaction defined, 6:134
Collection of penalties
failure to comply with information reporting
requirements, 6:70
failure to file correct information returns, 6:34
failure to furnish correct payee statements,
6:58
Computation of penalties
backup withholding, 6:161
Bank Secrecy Act, 6:148
failure to file correct information returns, 6:26
failure to furnish correct payee statements,
6:53
Confidentiality. See “Bank Secrecy Act’”” under
this heading
Constitutional law
Bank Secrecy Act, 6:142
cash transactions, 6:139
Control of filer, events beyond, 6:89
Coordination, failure to comply with information
reporting requirements, 6:72
Corporate reorganization or recapitalization, fail-
ure to file information returns, 6:120

Correct information returns. See ‘‘Failure to file
correct information returns’’ under this head-

ing
Correct payee statements. See ““‘Failure to file
correct payee statements’’ under this heading

Court clerks, cash received by, 6:133
Criminal law

Bank Secrecy Act, 6:146

cash transactions. See ““Cash transactions”

under this heading

Currency transaction reports

generally, 6:2

Bank Secrecy Act, 6:143

international transportation of currency or

monetary instruments report, 6:144

Damages for false information returns

generally, 6:168 to 6:173

applicability, 6:170

burden of proof, shifting, 6:171, 6:173

Internal Revenue Manual (IRM), 6:172

I.R.C. Section 7434, 6:170

Notice 2011-54, App. 61

procedure, 6:169
De minimis exceptions

failure to file information returns, 6:29, 6:42
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INFORMATION RETURN PENALTIES
—Cont’d
De minimis exceptions—Cont’d
failure to furnish correct payee statements,
6:50
Debt instruments. See index heading DEBTORS AND
CREDITORS
Defenses. See ‘“Reasonable cause’ under this
heading
Deficiency procedures, waiver, 6:81
Dependents, failure to comply with information
reporting requirements, 6:62
Disregard. See “Intentional disregard” under this
heading
Dividends, failure to file information returns,
6:107
Due date
generally, 6:12, App. 6E
not February 28 or March 15, 6:40
Due diligence, waiver, 6:101
Electronic filing
generally, 6:11
Form 4419- Application for Filing Information
Returns Electronically, App. 6G
magnetic media reporting. See ‘“Magnetic
media reporting”” under this heading
Employee plan penalties. See index heading
EMPLOYEE PLAN PENALTIES
Exempt organizations, failure to file information
returns, 6:109, 12:6
Extensions of time to file information returns
generally, 6:33
Form 8809- Application for Extension of Time
to File Information Returns, App. 6B
Failure to comply with information reporting
requirements
generally, 6:59 to 6:72
alimony, 6:61
assessment of penalties, 6:70
collection of penalties, 6:70
coordination, 6:72
dependents, 6:62
examples, 6:71
inconsequential errors or omissions, 6:67
intentional disregard, 6:69
I.R.C. Section 6723, 6:59
partnership returns, special rule for certain,
6:66
person defined, 6:64
preparers, 6:63
reasonable cause, 6:68
specified information reporting requirement,
6:65
summary, 6:60
Failure to file correct information returns
generally, 6:25 to 6:35
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INFORMATION RETURN PENALTIES

—Cont’d
Failure to file correct information returns
—Cont’d

applicability, 6:37

assessment of penalties, 6:34

collection of penalties, 6:34

computation of penalties, 6:26

$100/$250 penalty, 6:32

de minimis exceptions, 6:29, 6:42

due date. See “‘Due date” under this heading

extensions of time. See ““Extensions of time to
file information returns” under this head-
ing

filing requirements, 6:24

gross receipts of $5,000,000 or less, 6:30

inconsequential errors or omissions, 6:41

intentional disregard, 6:31, 6:44, 6:45

international penalties. See index heading
INTERNATIONAL PENALTIES

I.R.C. Section 6721, 6:25

multiple failures, 6:38

reasonable cause, 6:34, 9:77

reduction of penalties. See “Reduction of
penalty after correction in 30 days” under
this heading

regulations, 6:36 to 6:45

small business exceptions, 6:43

Failure to file information returns

generally, 6:4, 6:106 to 6:125

alcohol and tobacco taxes, 6:121

applicability, 6:37

corporate reorganization or recapitalization,
6:120

correct information returns. See “‘Failure to file
information returns’ under this heading

de minimis exceptions, 6:42

dividends, 6:107

due date. See “Due date” under this heading

employee plan penalties. See index heading
EMPLOYEE PLAN PENALTIES

exempt organizations, 6:109, 12:6

filing requirements, 6:24

foreign investment in real property. See index
heading INTERNATIONAL PENALTIES

intentional disregard, 6:44, 6:45

international penalties. See index heading
INTERNATIONAL PENALTIES

IL.R.C. Section 6652, 6:106
multiple failures, 6:38

persons liable, 6:124
reasonable cause, 6:110, 6:123
regulations, 6:36 to 6:45

residential rental projects, certification on,
6:118
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INFORMATION RETURN PENALTIES

—Cont’d
Failure to file information returns—Cont’d
small business. See ‘“Small business’” under
this heading
special rules, 6:111
tips, 6:108
tobacco taxes, 6:121
waiver. See “Waiver” under this heading
Failure to file payee statements
generally, 6:4
correct payee statements. See ““‘Failure to file
correct payee statements’ under this
heading
Failure to furnish correct payee statements
generally, 6:46 to 6:58
applicability of penalties, 6:49
assessment of penalties, 6:58
collection of penalties, 6:58
computation of penalties, 6:53
de minimis exceptions, 6:50
definitions, 6:47, 6:48
inconsequential errors or omissions, 6:54, 6:55
inflation, adjustment for, 6:56
intentional disregard, 6:52, 6:53
I.R.C. Section 6722, 6:46
payee statement defined, 6:48
person defined, 6:47
reasonable cause, 6:57
small business, 6:51
False information returns. See ‘“Damages for
false information returns’ under this head-
ing
Filing requirements, 6:24
Financial hardship, waiver, 6:92
FinCEN Form 105, App. 6L, 6M
FinCEN Form 114- Report of Foreign Bank and
Financial Accounts, App. 6H
Foreign countries. See index heading
INTERNATIONAL PENALTIES
Form 105- FinCEN Form, App. 6L, 6M
Form 1096- Annual Summary, 6:21
Form 4419- Application for Filing Information
Returns Electronically, App. 6G
Form 8300- Report of Cash Payments Over
$10,000 Received in Trade or Business,
6:131, App. 6C
Form 8809- Application for Extension of Time to
File Information Returns, App. 6B
Form FinCEN 104- Currency Transaction Report,
App. 6D
Form W-2, willful or fraudulent failure to
provide, 6:74
Fraudulent failure to provide W-2, 6:74
Gross receipts of $5,000,000 or less, 6:30
Identification number, 6:87, 6:100

INFORMATION RETURN PENALTIES

—Cont’d
Inconsequential errors or omissions
failure to comply with information reporting
requirements, 6:67
failure to file correct information returns, 6:41
failure to furnish correct payee statements,
6:54, 6:55
Information reporting, 6:5
Information Returns Master File (IRMF), 6:15
Information returns program, 6:8
Intentional disregard
failure to comply with information reporting
requirements, 6:69
failure to file information returns, 6:31, 6:44,
6:45
failure to furnish correct payee statements,
6:52, 6:53
Internal Revenue Manual (IRM)
damages for false information return, 6:172
waiver, 6:93, 6:99
International penalties. See index heading
INTERNATIONAL PENALTIES
LR.C. Section 3406(A)(1)(B), 6:158
LLR.C. Section 6011(e), 6:150, 6:151
LR.C. Section 60501, 6:126 et seq.
LR.C. Section 6652, 6:106
LR.C. Section 6721, 6:25, 6:166
I.R.C. Section 6722, 6:46
I.R.C. Section 6723, 6:59
LR.C. Section 6724, 6:78
ILR.C. Section 7434, 6:170
IRM Exhibits 20.1.7-1 and 20.1.7-2, App. 6K
IRM Exhibits 20.1.7-4, App. 6J
IRMF, 6:15
IRP pipeline processing, 6:14
Large cash or currency transactions, 6:2
List of required information returns and payee
statements, App. 6A
Magnetic media reporting
generally, 6:11, 6:150 to 6:157
definition of magnetic media, 6:153
examples, 6:155
ILR.C. Section 6011(e), 6:150, 6:151
nonmagnetic media, 6:157
Notice 90-15, 6:154
requirement of magnetic media, 6:13, 6:152
waiver, 6:13, 6:80, 6:92, 6:156
Mail, 6:90, 6:97
Master file
assessment of penalties, 6:164
Information Returns Master File IRMF), 6:15
payer master file, 6:22
Mitigation of penalties, 6:88
Mortgage credit certificates, 6:76
Multiple failures to file information returns, 6:38
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INFORMATION RETURN PENALTIES

—Cont’d
Nonfilers
case development, 6:18
correlation, 6:16
Notice
assessment of penalties, Notice 972CG, 6:167
magnetic media reporting, Notice 90-15, 6:154
OID information requirements, 6:75
Paper filing, 6:10
Partnership returns
generally, 6:77
special rule for certain partnership returns,
6:66
Payee statements
failure to furnish. See “‘Failure to furnish cor-
rect payee statements’’ under this heading
list of required information returns and payee
statements, App. 6A
waiver, 6:96
Payer master file, 6:22
Persons liable, 6:124
Pipeline processing, 6:14
PMF Civil Penalty Transcript- IRM Exhibit
20.1.7-7, App. 6F
Program, 6:8
Reasonable cause
failure to comply with information reporting
requirements, 6:68
failure to file correct information returns, 6:34,
9:77
failure to file information returns, 6:123
failure to furnish correct payee statements,
6:57
waiver, 6:83 to 6:85
Records and recording
foreign entities and persons. See index heading
INTERNATIONAL PENALTIES
inability to obtain records, waiver, 6:91
Reduction of penalty after correction in 30 days
generally, 6:27
regulations, 6:39
Regulations
failure to file information returns, 6:36 to 6:45
Residential rental projects, failure to file certifica-
tion on, 6:118
Responsible manner, waiver, 6:86, 6:87, 6:98
Return preparers, failure to comply with informa-
tion reporting requirements, 6:63
Safe harbor, waiver, 6:101
Sixth Amendment, cash transactions, 6:139
Small business
generally, 6:119
failure to file information returns, 6:43

failure to furnish correct payee statements,
6:51
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INFORMATION RETURN PENALTIES

—Cont’d
Specified information reporting requirement,
6:65
Summary
failure to comply with information reporting
requirements, 6:60
Form 1096- Annual Summary, 6:21
Taxpayer identification number, 6:87, 6:100
Thirty days. See “Reduction of penalty after cor-
rection in 30 days” under this heading
Tips, failure to file information returns, 6:108
Tobacco taxes, failure to file information returns,
6:121
Trade or business
cash transactions, 6:132
small business. See ‘“Small business’ under
this heading
Transcript of civil penalties, App. 6F
Transitional rules, 6:102
Transmission of forms, 6:9
Underreporting
case development, 6:19
correlation, 6:17
W-2, willful or fraudulent failure to provide, 6:74
Waiver
generally, 6:78 to 6:105
agent of filer, actions of, 6:95
appeal and review, 6:82
cases, 6:84
control of filer, events beyond, 6:89
deficiency procedures, 6:81
definitions, 6:79
due diligence, 6:101
examples, 6:84, 6:104
financial hardship, 6:92
identification number, 6:87, 6:100
Internal Revenue Manual (IRM), 6:93, 6:99
Internal Revenue Service (IRS), actions of,
6:94
IL.R.C. Section 6724, 6:78
magnetic media reporting, 6:13, 6:80, 6:92,
6:156
mail, 6:90, 6:97
mitigation of penalties, 6:88
payee, actions of, 6:96
procedures, 6:105
reasonable cause, 6:83 to 6:85
records, inability to obtain, 6:91
responsible manner, 6:86, 6:87, 6:98
safe harbor, 6:101
special abatement conditions, 6:103
taxpayer identification number, 6:87, 6:100
transitional rules, 6:102
Willful failure to provide W-2, 6:74
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INFORMATION RETURN PENALTIES
—Cont’d
Withholding. See ‘“Backup withholding™ under
this heading

INFORMATION RETURNS MASTER FILE
(IRMF)
Information return penalties, 6:15

INJUNCTIONS
Collection of taxes, 10:4
Return preparer penalties. See index heading
RETURN PREPARER PENALTIES
Tax shelter penalties. See index heading Tax
SHELTER PENALTIES

INNOCENT SPOUSE
Generally, 1:16, 1:39, 9:78 to 9:109
Actual knowledge, 9:90
Allocation of deficiency
generally, 9:93
applicability of allocation rules, 9:94
Burden of proof, 9:80
Closing agreements, 9:106
Collection of taxes
closing agreements, 9:106
suspension of collection, 9:104
Community property, 9:82
Continued liability of innocent spouse, 9:107
Deficiency. See ““Allocation of deficiency” under
this heading
Definition, 9:79
Divorce and separation, separate tax liability
generally, 9:87
exceptions, 9:89
requirements, 9:88
Duress, 9:91
Election for relief
generally, 9:101
time of election, 9:102
Equitable relief
generally, 9:95
applicability, 9:98
eligibility threshold requirements for equitable
relief, 9:97
guidance, 9:96
inequitable to hold liable, 9:85
other relevant equitable relief, 9:99
streamlined determinations, 9:98
Erroneous items of one spouse, 9:81
Form 8857- Request for Innocent Spouse Relief,
App. 9B
Fraud penalties, 3:132
Fraudulent transfers, 9:92
Investigate, duty to, 9:84
IRC Section 6015, 9:78
Judicial review, 9:103, 10:13

INNOCENT SPOUSE—Cont’d
Knowledge of spouse
generally, 3:136
actual knowledge, 9:90
investigate, duty to, 9:84
understatement, knowledge of, 9:83
Nonrequesting spouse, 9:108
One spouse, erroneous items of, 9:81
Partial relief, 9:86
Refunds, 9:100, 9:105
Revenue Procedure 2003-61, App. 9D
Survival of innocent spouse claim, 9:109
Suspension of collection, 9:104
Time of election, 9:102
Transfers of property, 9:92
Understatement, knowledge of, 9:83

INSPECTIONS

Exempt organization penalties. See index heading
EXEMPT ORGANIZATION PENALTIES

INSTALLMENT PAYMENTS
Delinquency penalties. See index heading DELIN-
QUENCY PENALTIES
Estimated taxes. See index heading ESTIMATED
TAXES
Interest, 11:33

INTENT
Interest, 11:97, 11:98

INTENTIONAL DISREGARD
Accuracy related penalties, 3:37

Information return penalties. See index heading
INFORMATION RETURN PENALTIES

Return preparer penalties, reckless or intentional
disregard, 4:63 to 4:65

INTEREST

Generally, 1:17, 11:1 to 11:104

Abatement of interest
generally, 11:47 to 11:59
appeal and review, 11:51, 11:53
disaster areas, 11:59
effective dates, 11:57
erroneous refunds, 11:58
managerial acts, 11:55, 11:56
ministerial acts, 11:54, 11:56
procedure, 11:50
suspension of interest, 11:48, 11:49

Taxpayer Bill of Rights 2 (TBR2), 11:49,
11:52

Accrual of interest on overpayments, 11:70,
11:71

Accumulated earnings tax, 11:36

Accuracy related penalties, accrual of interest,
3:21
Adjustments for, return preparer penalties, 4:89
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INTEREST—Cont’d

Appeal and review, abatement of interest, 11:51,
11:53
Assessment of penalties, 11:64
Assessment of taxes
designation of payments, 11:16
jeopardy assessments, 11:35
termination assessments, 11:35
Audits. See “Tax Equity and Fiscal Responsibil-
ity Act of 1982 (TEFRA) audits” under this
heading
Bankruptcy, 11:99
Barred deficiencies, 11:76
Carrybacks
generally, 11:23 to 11:39
accumulated earnings tax, 11:36
computation of interest, 11:28
derivative adjustments, 11:24
disallowance of carryback, 11:25
excessive refunds, 11:32
holding company tax, 11:37
illustration of interest differences, 11:30
installment payments, 11:33
jeopardy assessments, 11:35
LIFO recapture by S corporations, 11:39
netting, 11:29
no return required, 11:38
overpayments
generally, 11:78
credited against deficiency, 11:27
followed by deficiency, 11:31
personal holding company tax, 11:37
prior law, 11:34
quick refunds, 11:26
S corporations, 11:39
termination assessments, 11:35
Closing agreements, suspension of interest, 11:43
Collection of penalties, 11:64
Commencement of interest on overpayments,
11:70
Compound interest
generally, 11:4
computation, 11:92
Computation of interest
generally, 11:28, 11:90 to 11:101
bankruptcy, 11:99
compound interest, 11:92
estate taxes, interest on, 11:93
former TEFRA partnerships, 11:100
intent of taxpayer, 11:97, 11:98
IRC Section 6621, 11:96
large corporations. See “Large corporations”
under this heading
notice of interest computation, 11:91
Tax Court jurisdiction, 11:96
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INTEREST—Cont’d

Computation of interest—Cont’d
tax-motivated transactions, 11:97
transferee liability, 11:12, 11:102 to 11:104
Credits
estimated tax, credits against, 11:77
refunds, credits of, 11:75
Credits and offsets against refunds, 11:75
Damages for wrongful levy, 11:80
Death taxes, interest not paid on overpayments,
11:83
Deductibility, 11:5, 11:11
Deposits. See ““Payments and deposits’ under
this heading
Derivative adjustments, 11:24
Designation of payments
generally, 11:16 to 11:19
assessment of taxes, 11:16
deposits on potential underpayments, 11:17
IRC Section 6621, 11:19
offers in compromise, 11:18
Disallowance of carryback, 11:25
Disaster areas, abatement of interest, 11:59
Due date of return, payments before, 11:73
Effective dates
abatement of interest, 11:57
penalties, interest on, 11:21
Employee plan penalties, interest on, 11:22
Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES
Equitable tolling, 11:67
Erroneous refunds, abatement of interest, 11:58
Estate taxes
interest on estate taxes, 11:93
underpayments, interest on, 11:63
Estimated taxes
credits against estimated tax, 11:77
overpayments, interest on, 11:69
Excessive refunds, 11:32
Excise taxes, 11:87
Exempt organization penalties, interest on, 11:22
Extensions of time, 11:7
Foreign death taxes, interest not paid on overpay-
ments, 11:83
Foreign tax refunds, suspension of interest, 11:44
Form 3911- Taxpayer Statement Regarding
Refund, App. 11A
45-day rule, 11:72
Holding company tax, 11:37
I1lustration of interest differences, 11:30
Installment payments, 11:33
Intent of taxpayer, 11:97, 11:98
Internal Revenue Service (IRS), computation of
tax by, suspension of interest, 11:46

Inventory liquidations, last-in, first-out (LIFO),
11:79
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INTEREST—Cont’d

IRC Section 6621, 11:19, 11:96
Jeopardy assessments, 11:35
Jurisdiction, 11:10
Large corporations
overpayments, 11:94
underpayments, 11:95
Last-in, first-out (LIFO)
inventory liquidations, 11:79
S corporations, LIFO recapture by, 11:39
Levy
damages for wrongful levy, 11:80
payment, levy not, 11:14
Managerial acts, abatement of interest, 11:55,
11:56
Military services, suspension of interest, 11:45
Ministerial acts, abatement of interest, 11:54,
11:56
Netting, 11:29
No return required, 11:38
Notice
computation of interest, notice of, 11:91
demand for interest, notice and, 11:9
Offers in compromise, designation of payments,
11:18
Office of Penalty and Interest Administration, 1:4
Offsets, 11:75
Overpayments
generally, 11:65 to 11:72
accrual of interest, 11:70, 11:71
carrybacks. See ““Carrybacks” under this head-
ing
cessation of interest, 11:71
commencement of interest, 11:70
death taxes, 11:84
delinquent returns, 11:83
employment taxes, 11:85
equitable tolling, 11:67
estimated taxes, 11:69
excise taxes, 11:87
failure to file return, 11:83
foreign death taxes, 11:84
45-day rule, 11:72
interest not paid on overpayments, 11:82 to
11:87
large corporations, 11:94
payments and deposits, 11:68
refunds, 11:66, 11:67
state death taxes, 11:84
unemployment taxes, 11:86
Partnerships, former TEFRA partnerships, 11:100
Payments and deposits
generally, 11:13 to 11:15

designation of payments. See ‘‘Designation of
payments’’ under this heading

INTEREST—Cont’d

Payments and deposits—Cont’d
due date of return, payments before, 11:73
former TEFRA audits, 11:15
levy, 11:14
overpayments, 11:68
potential underpayments, deposits on, 11:17
seizures, 11:14
Penalties, interest on
generally, 11:20 to 11:22
effective dates, 11:21
employee plans and exempt organization
penalties, 11:22
Period of imposition of interest, 11:6
Personal holding company tax, 11:37
Potential underpayments, deposits on, 11:17
Prior law, 11:34
Quick refunds, 11:26
Rate of interest, 11:3
Reasonable cause
foreign death taxes, interest not paid on
overpayments, 11:83
foreign tax refunds, suspension of interest,
11:44
Refunds
generally, 11:74
abatement of interest, erroneous refunds, 11:58
credits and offsets, 11:75
excessive refunds, 11:32

foreign tax refunds, suspension of interest,
11:44

Form 3911- Taxpayer Statement Regarding
Refund, App. 11A
interest, refunds of, 11:88, 11:89
overpayments, interest on, 11:66, 11:67
quick refunds, 11:26
return preparer penalties, 4:104
Return not required, 11:38
Return preparer penalties
inflation adjustments, 4:89
refund claims, 4:104
Revenue Procedure 2005-18, App. 11D
Revenue Ruling 56-506, App. 11B
Revenue Ruling 2009-39, App. 11E
Revenue Ruling 2018-07, App. 11C
S corporations, 11:39
Section 444 election, 11:81
Seizures, 11:14

State death taxes, interest not paid on overpay-
ments, 11:83

Suspension of interest
generally, 11:40 to 11:46
abatement of interest, 11:48, 11:49
closing agreements, 11:43
foreign tax refunds, 11:44
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INTEREST—Cont’d

Suspension of interest—Cont’d
former TEFRA audits, 11:42
Internal Revenue Service (IRS), computation
of tax by, 11:46
military services, 11:45
waiver filed, 11:41
Tax Court jurisdiction, 11:10, 11:96
Tax Equity and Fiscal Responsibility Act of 1982
audits, former TEFRA audits, 11:15, 11:42,
11:100
Tax shelter penalties. See index heading Tax
SHELTER PENALTIES
Taxpayer Bill of Rights 2 (TBR2), abatement of
interest, 11:49, 11:52
Termination assessments, 11:35
Termination of interest, 11:8
Time period of imposition of interest, 11:6
Transferee liability, 11:12, 11:102 to 11:104
Underpayment of tax
generally, 11:2
deposits on potential underpayments, 11:17
large corporations, 11:95
Unemployment taxes. See index heading
UNEMPLOYMENT TAXES
Waiver, suspension of interest, 11:41
Wrongful levy, damages for, 11:80

INTERNAL REVENUE MANUAL (IRM)

Accuracy related penalties, 3:4

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

Information return penalties. See index heading
INFORMATION RETURN PENALTIES

IRM 4.10.6, App. 1E

Purpose of penalties, 9:5

Reasonable cause. See index heading REASONABLE
CAUSE

INTERNAL REVENUE SERVICE (IRS)

Computation of taxes. See “Returns prepared by
IRS” under this heading

Practice before IRS. See index heading RETURN
PREPARER PENALTIES

Reliance on advice of IRS. See index heading
REASONABLE CAUSE

Returns prepared by IRS, interest, suspension of,
11:46

INTERNATIONAL PENALTIES

Generally, 1:19, 1:40, 13:1 to 13:169

Abatement of penalties, 13:22

AJCA 2004 amendments to IRC § 6039G, 13:22

Appeal and review, information as to foreign
corporations engaged in U.S. business,
13:71

Assertion of penalties

generally, 13:20, 13:148
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INTERNATIONAL PENALTIES—Cont’d

Assertion of penalties—Cont’d
information as to foreign-owned corporations,
13:48
Assessment of penalties, 13:21, 13:141
Bank Secrecy Act
foreign bank and financial accounts report,
6:145
international transportation of currency or
monetary instruments report, 6:144
Cash transactions outside United States, 6:136
Computation of penalties
control of foreign corporations, 13:35
failure to file information return for foreign
corporation, 13:88
failure to file information return for foreign
partnership, 13:88
failure to furnish information under Section
7654, 13:102
information as to foreign-owned corporations,
13:49
miscellaneous provisions, 13:143
personal holding company return, failure of
foreign corporation to file, 13:91
redetermination of foreign tax, failure to file
notice to, 13:107
treaty-based return position, failure to disclose,
13:113
trusts, foreign, failure to file information return
as to, 13:76
Consent to extend time to assess civil penalty for
FBAR violations, App. 13U
Control of foreign corporations or foreign
partnerships
generally, 13:30 to 13:37
computation of penalties, 13:35
foreign partnership filing, 13:31
foreign tax credit, reduction of, 13:34
information reporting for foreign corporations
and partnerships, 13:31
IRC Section 6038, 13:30
reasonable cause, 13:37
statute of limitation, 13:36
Corporations
control. See “Control of foreign corporations
or foreign partnerships” under this head-
ing
failure to file information return for foreign
corporation
generally, 13:83 to 13:89
applicability, 13:84
computation of penalties, 13:88
IRC Section 6679, 13:83
reasonable cause, 13:89
information. See “Information as to foreign-
owned corporations” under this heading
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INTERNATIONAL PENALTIES—Cont’d
Corporations—Cont’d
personal holding company return. See
“Personal holding company return, fail-
ure of foreign corporation to file’” under
this heading
U.S. business. See “U.S. business, information
as to foreign corporations engaged in”’
under this heading
Credits, reduction of foreign tax credit, 13:34
Currency or monetary instruments, international
transportation of, 6:144
De minimis exceptions, information as to
foreign-owned corporations, 13:44
DISC or FSC. See “Domestic international sales
corporation (DISC) or foreign sales corpora-
tion (FSC), failure to file return” under this
heading
Disclosures
foreign-owned corporations. See ‘‘Information
as to foreign-owned corporations’ under
this heading
information return penalties. See ““Information
return penalties” under this heading
Section 7654. See “‘Failure to furnish informa-
tion under Section 7654 under this head-
ing
treaties. See ‘“Treaty-based return position,
failure to disclose” under this heading
Domestic international sales corporation (DISC)
or (former) foreign sales corporation (FSC),
failure to file return or supply information
generally, 13:94 to 13:98
filing requirements, 13:95
IRC Section 6686, text, 13:94
reasonable cause, 13:97
reporting requirements, 13:95
statute of limitations, 13:98
Exceptions from reporting, foreign financial
assets, 13:167
Exhibit 20.1.9-1, App. 13A
Exhibit 20.1.9-3, App. 13B
Exhibit 20.1.9-4, App. 130
Failure to disclose foreign financial assets, penal-
ties for, 13:168
Failure to file return
corporations. See ‘““Corporations’” under this
heading
DISC or FSC. See “Domestic international
sales corporation (DISC) or foreign sales
corporation (FSC), failure to file return”
under this heading
partnerships. See “‘Partnerships’ under this
heading
personal holding company return. See
“Personal holding company return, fail-

INTERNATIONAL PENALTIES—Cont’d
Failure to file return—Cont’d
ure of foreign corporation to file’’ under
this heading
trusts. See ‘“Trusts, foreign, failure to file infor-
mation return as to”’ under this heading
Failure to furnish information under Section 7654
generally, 13:99 to 13:103
background, 13:100
computation of penalties, 13:102
filing requirements, 13:101
reasonable cause, 13:103
reporting requirements, 13:99, 13:101
Financial accounts report, 6:145
Foreign account or asset statement, App. 13S
Foreign bank and financial accounts report, 6:145
Foreign financial assets, information with respect
to, App. 13S
Foreign financial assets, information with respect
to (FATCA), 13:150 to 13:169, App. 13Y
Foreign tax credit, reduction of, 13:34
Form 872 and FBAR consent, App. 13W
Form 926, App. 13G
Form 1042- Annual Withholding Tax Return for
U.S. Source Income of Foreign Persons,
App. 13C
Form 1042-S- Foreign Person’s U.S. Source
Income Subject to Withholding, App. 13D
Form 3520, App. 13H
Form 3520-A, App. 131
Form 5471, App. 13E
Form 5472, App. 13F
Form 8833, App. 13K
Form 8854 - Initial and Annual Expatriation
Statement, App. 13P
Form 8865, App. 13J
FSC. See “Domestic international sales corpora-
tion (DISC) or foreign sales corporation
(FSC), failure to file return” under this head-
ing
Gifts from foreign persons, 13:137
Guidelines, 13:18 to 13:22
Information as to foreign-owned corporations
generally, 13:38 to 13:54
assertion of penalties, 13:48
computation of penalties, 13:49
de minimis exceptions, 13:44
examples, 13:54
increase after notification, 13:53
IRC Section 6038A, 13:38, 13:43
monetary penalty, 13:41
noncompliance penalty, 13:43
process and service of process and papers,
13:46, 13:47
reasonable cause, 13:42, 13:45, 13:51
small corporations, reasonable cause, 13:45
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Information as to foreign-owned corporations
—Cont’d
statute of limitations, 13:50
summons, 13:46
twenty-five percent foreign owned, 13:40
Information return penalties

Bank Secrecy Act. See ““Bank Secrecy Act”
under this heading

cash transactions outside United States, 6:136

delinquent, generally, App. 13EE
failure to file return. See “‘Failure to file
return’” under this heading
investment in real property. See ‘“‘Real prop-
erty, failure to provide notice of foreign
investment in”’ under this heading
recordkeeping. See “Recordkeeping require-
ments for foreign entities and persons”
under this heading
Investment in real property. See ‘“‘Real property,
failure to provide notice of foreign invest-
ment in”’ under this heading
IRC Section 6038, 13:30
IRC Section 6038A, 13:38, 13:43
IRC Section 6038B, 13:55 to 13:63

IRC Section 6038C, 13:64, 13:65, 13:69 to 13:71

IRC Section 6038D, 13:158

IRC Section 6039F(c), 13:137

IRC Section 6048, 13:73 et seq.

IRC Section 6677, 13:72 et seq.

IRC Section 6679, 13:83

IRC Section 6683, 13:90

IRC Section 6686, 13:94

IRC Section 6689, 13:104

IRC Section 6712, 13:110

IRC Section 6724(d), 13:27

IRS voluntary disclosure program
contact information, App. 13N
Q&A, App. 13M, 13Y

Memoranda dated March 22, 2009, App. 13L

Miscellaneous international reporting and penalty

provisions, generally, 13:136 to 13:149
Notice
investment in real property. See ‘“‘Real prop-
erty, failure to provide notice of foreign
investment in”’ under this heading
redetermination of foreign tax. See ‘“‘Redeter-
mination of foreign tax, failure to file
notice to” under this heading
transfers. See “Transfers to foreign persons,
notice of”’ under this heading
Offshore voluntary compliance initiative, 13:3,
App. 13Q et seq.
Offshore voluntary disclosure program, 13:4 to
13:17, App. 13X
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INTERNATIONAL PENALTIES—Cont’d
Opting out, offshore voluntary compliance initia-
tive, 13:14 et seq., App. 13Z
Ownership information. See “Information as to
foreign-owned corporations’” under this
heading
Partnerships
contributions to foreign partnerships, 13:59
control. See “Control of foreign corporations
or foreign partnerships’ under this head-
ing
failure to file information return for foreign
partnership
generally, 13:83 to 13:89
applicability, 13:84
computation of penalties, 13:88
IRC Section 6679, 13:83
reasonable cause, 13:89
Personal holding company return, failure of
foreign corporation to file
generally, 13:90 to 13:93
computation of penalties, 13:91
IRC Section 6683, 13:90
reasonable cause, 13:93
statute of limitations, 13:92
Possessions of U.S., residents of, 13:99 to
13:103, 13:145
Power of attorney for voluntary disclosure
Sample Form 2848, App. 13T
Process and service of process and papers, infor-
mation as to foreign-owned corporations,
13:46, 13:47
Real property
failure to provide notice of foreign investment
in
generally, 6:114
investment in U.S. real property, generally,
13:28, 13:29
Reasonable cause
control of foreign corporations or foreign
partnerships, 13:37
domestic international sales corporation
(DISC) or foreign sales corporation
(FSC), failure to file return, 13:97
failure to file information return for foreign
corporation, 13:89
failure to file information return for foreign
partnership, 13:89
failure to furnish information under Section
7654, 13:103
foreign financial assets, information with
respect to, 13:161, 13:169
information as to foreign-owned corporations,
13:42, 13:45, 13:51
miscellaneous provisions, 13:142, 13:149
personal holding company return, failure of
foreign corporation to file, 13:93
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INTERNATIONAL PENALTIES—Cont’d INTERNATIONAL PENALTIES—Cont’d

redetermination of foreign tax, failure to file
notice to, 13:109

transfers to foreign persons, notice of, 13:63

treaty-based return position, failure to disclose,
13:114

trusts, foreign, failure to file information return
as to, 13:77, 13:81

U.S. business, foreign corporations engaged in,
13:68

Recordkeeping requirements for foreign entities

and persons, generally, 6:3

Redetermination of foreign tax, failure to file

notice to
generally, 13:104 to 13:109
background, 13:105
computation of penalties, 13:107
filing requirements, 13:106
IRC Section 6689, 13:104
reasonable cause, 13:109
reporting requirements, 13:106
statute of limitations, 13:108

Report of foreign bank and financial accounts

generally, 6:145, 13:115 to 13:135, App.
13MM

Bank Secrecy Act, 13:118

civil penalties, generally, 13:127

criminal penalties, generally, 13:135

delinquent FBAR submission procedures,
13:128, App. 13DD

dollar requirement, 13:122

extensions and amendments, 13:123

FBAR, filing, 13:116

FBAR recordkeeping, 13:124

financial account, 13:119

financial interest, 13:120

history and background, 13:115

Last Chance Compliance Initiative, mitigation
under former, 13:133

mitigation, 13:131 to 13:133

negligence, 13:129

penalty authority, 13:126

signature authority, 13:121

statutes of limitation, 13:134

who must file, 13:117

willfulness, 13:130, 13:132

Reporting requirements

generally, 13:140

currency or monetary instruments,
international transportation of, 6:144

digital submission of documentation, App.
13CC

domestic international sales corporation

(DISC) or foreign sales corporation
(FSQ), failure to file return, 13:95

Reasonable cause—Cont’d Reporting requirements—Cont’d

failure to furnish information under Section
7654, 13:101
foreign bank and financial accounts. Report of
foreign bank and financial accoiunts,
above
foreign financial assets, information with
respect to, 13:150 et seq.
redetermination of foreign tax, failure to file
notice to, 13:106
transfers to foreign persons, notice of, 13:60,
13:62
treaty-based return position, failure to disclose,
13:112
trusts, foreign, failure to file information return
as to, 13:75
Sample Form 2848
power of attorney,voluntary disclosure, App.
13T
Section 6041, information at source, 13:144
Statute of limitations
generally, 13:19
control of foreign corporations or foreign
partnerships, 13:36
domestic international sales corporation
(DISC) or foreign sales corporation
(FSCO), failure to file return, 13:98
information as to foreign-owned corporations,
13:50
personal holding company return, failure of
foreign corporation to file, 13:92
redetermination of foreign tax, failure to file
notice to, 13:108
report of foreign bank and financial accounts,
13:134
transfers to foreign persons, notice of, 13:58
Streamlined procedures, 13:157, App. 13FF et
seq.
Summons, information as to foreign-owned
corporations, 13:46
Temporary regulations, foreign financial assets,
13:162
Transfers to foreign persons, notice of
generally, 13:55 to 13:63
applicability, 13:61
background, 13:57
contributions to foreign partnerships, 13:59
IRC Section 6038B, 13:55 to 13:63
partnership contributions, 13:59
reporting requirements, 13:62
reporting/filing requirements, 13:60
statute of limitations, 13:58
Transitional rules, frequently asked questions,
App. 13BB
Treaty-based return position, failure to disclose
generally, 13:110 to 13:114
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Treaty-based return position, failure to disclose
—Cont’d
background, 13:111
computation of penalties, 13:113
filing requirements, 13:112
IRC Section 6712, 13:110
reasonable cause, 13:114
reporting requirements, 13:112

Trusts, foreign, failure to file information return
as to

generally, 13:72 to 13:82

computation of penalties, 13:76, 13:82

Form 3520-A, 13:80

IRC Section 6048, generally, 13:73

IRC Section 6677, generally, 13:72

reasonable cause, 13:77, 13:81

reporting requirements, 13:75

US owners, foreign trusts with, 13:78, 13:79
U.S. business, foreign corporations engaged in

generally, 13:64 to 13:71

appeal and review, 13:71

computation of penalty, 13:67

exempt foreign corporations, 13:70

IRC Section 6038C, 13:64, 13:65

noncompliance penalty, 13:69

reasonable cause, 13:68

Valuation, foreign financial assets, 13:155,
13:166

Voluntary disclosure letter, attachment to, App.
13R

Withholding taxes

employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

income of nonresident aliens and corporations,
generally, 13:23 to 13:27

INVENTORY

Interest, last-in, first-out (LIFO) inventory
liquidations, 11:79

INVESTIGATIONS
Employment tax penalties, 7:41, 7:50
Innocent spouse, duty to investigate, 9:84

Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

INVESTMENT TAX CREDIT
Estimated income tax, failure to pay, 2:97

INVESTMENTS

International penalties. See index heading
INTERNATIONAL PENALTIES

Tax shelter penalties. See index heading Tax
SHELTER PENALTIES
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IRM

See index heading INTERNAL REVENUE MaNUAL
(IRM)

IRMF
Information return penalties, 6:15

IRP PIPELINE PROCESSING
Information return penalties, 6:14

IRS
E-file
Application and Participation, App. 4A

JEOPARDY ASSESSMENTS
Interest, 11:35
Tax shelters, promoter penalties, 5:23

JOINT AND SEVERAL LIABILITY

Diesel fuel, improper sale or use of dyed diesel
fuel, 8:64

Employee plan penalties, failure to file actuarial
reports, 12:43

Employment tax penalties, trust fund recovery
penalty, 7:91

Mechanical dye injection systems, tampering
with or failing to maintain security require-
ments, 8:68

JOINT INTERNATIONAL TAX SHELTER
INFORMATION CENTER (JITSIC)

Promoter penalties, 5:25

JOINT RETURNS

Fraud penalties. See index heading FRAUD PENAL-
TIES

JUDGMENTS AND DECREES

Employment tax penalties, abatement due to
judgment in favor of taxpayer, 7:84

JURISDICTION

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

Tax Court jurisdiction. See index heading Tax
COURT JURISDICTION

KNOWLEDGE
Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

Innocent spouse. See index heading INNOCENT
SPOUSE

Reasonable cause. See index heading REASONABLE
CAUSE

Tax shelter penalties. See index heading Tax
SHELTER PENALTIES

LARGE CASH OR CURRENCY
TRANSACTIONS

Information return penalties, 6:2



INDEX

LARGE CORPORATIONS
Estimated taxes, failure to pay estimated income
tax, 2:89
Interest. See index heading LARGE CORPORATIONS

LARGE PENALTY CASES
Appeal and review, 10:28

LAST-IN, FIRST-OUT (LIFO)
Interest. See index heading INTEREST

LEASING TRANSACTIONS

Economic substance, underpayments due to
transactions lacking, 3:111

LEGAL ENFORCEMENT MANUAL (LEM)
Generally, 10:33

LENDER LIABILITY

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

LETTERS
Closing letters, appeal and review, 10:37

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

LEVY
Employment tax penalties, 7:61
Interest. See index heading INTEREST

LIENS

Federal tax liens. See index heading FEDERAL TAX
LIENS

LIFO. See first-out (LIFO)
See index heading LAST-IN

LIMITATION OF ACTIONS
See index heading STATUTE OF LIMITATIONS

LIMITATION OF LIABILITY

Employment tax penalties, third-party liability for
wages, 7:118

LIST OF PENALTIES
Generally, 8:1

LISTED TRANSACTIONS

Tax shelter penalties. See index heading Tax
SHELTER PENALTIES

LOCAL POLITICAL ORGANIZATIONS
Exempt organization penalties, 12:9

LOOKBACK PERIODS
Employment tax penalties, employer quarterly
federal tax returns, 7:156

MAGNETIC MEDIA

Information return penalties. See index heading
INFORMATION RETURN PENALTIES

MAIL

Delinquency penalties. See index heading DELIN-
QUENCY PENALTIES

Employment tax penalties, failure to deposit
taxes, 7:142

Fraud penalties, mail order ministry/vow of pov-
erty fraud cases, 10:110

Information return penalties, 6:90, 6:97

MANAGEMENT
Employment tax penalties, trust fund recovery
penalty, 7:39, 7:40
Exempt organization penalties. See index heading
EXEMPT ORGANIZATION PENALTIES

MANAGERIALACTS
Interest, abatement of, 11:55, 11:56

MANUALS

Internal Revenue Manual (IRM). See index head-
ing INTERNAL REVENUE ManuaL (IRM)

Legal Enforcement Manual (LEM), 10:33

MASTER FILE

Appeal and review. See index heading APPEAL AND
REVIEW

Employment tax penalties, assessment records on
master file transcript, 10:65

Information return penalties. See index heading
INFORMATION RETURN PENALTIES

MECHANICAL DYE INJECTION SYSTEMS

Tampering with or failing to maintain security
requirements

generally, 8:65 to 8:64
assertion and assessment, 8:66
joint and several liability, 8:68
reasonable cause, 8:67

MEDIATION
Employment tax penalties, 7:75

MEMORANDA
Employment tax penalties, rebuttal memoran-
dum, 7:76
Reasonable cause, example of reasonable cause
memorandum, App. 9C

MILITARY SERVICES
Interest, suspension of, 11:45

MINING
Surface mining act, failure to pay premium under,

8:96 to 8:99

MINISTERIAL ACTS

Employment tax penalties, trust fund recovery
penalty, 7:29

Interest, abatement of, 11:54, 11:56
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MISAPPLICATIONS OF PAYMENT

Employment tax penalties, appeal and review,
10:93

MISCELLANEOUS PENALTIES
Generally, 8 et seq., App. 8C

MISTAKES
Fraud penalties, 3:137
Innocent spouse, 9:81

Reasonable cause. See index heading REASONABLE
CAUSE

MITIGATION OF PENALTIES

Delinquency penalties, failure to pay tax during
installment agreements, 2:51

Employment tax penalties, failure to deposit
taxes, 2:113, 7:153
Information return penalties, 6:88

MONTH
Estimated income tax, failure to pay, 2:95

MORTGAGE CREDIT CERTIFICATES,

PENALTIES WITH RESPECT TO
Generally, 8:73 to 8:81
Assertion/assessment

ILR.C. § 6709(a), 8:74

ILR.C. § 6709(b) fraud, 8:77

LR.C. § 6709(c) reports, 8:80
Information return penalties, 6:76
ILR.C. § 6709(a), 8:73 to 8:75
LR.C. § 6709(b) fraud, 8:76 to 8:78
LR.C. § 6709(c) reports, 8:79 to 8:81
Reasonable cause

ILR.C. § 6709(a), 8:75

LR.C. § 6709(b) fraud, 8:78

LR.C. § 6709(c) reports, 8:81

MOTIONS
Delay, tax proceedings for, 8:19

MSSP TRAINING GUIDES
Tax shelter penalties, 5:82

NATURAL DISASTERS
Reasonable cause, 9:12

NEGLIGENCE

Accuracy related penalties. See index heading
ACCURACY RELATED PENALTIES

Employment tax penalties, trust fund recovery
penalty, 7:23, 7:35
Stamp tax, failure to pay, 2:57

NETTING
Interest, 11:29

NEW INFORMATION FOUND
Fraud penalties, 10:109
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NEW PURCHASER

Employment tax penalties, trust fund recovery
penalty, 7:32

NO SHOW CASES

Accuracy related penalties. See index heading
ACCURACY RELATED PENALTIES

NONPECUNIARY LOSS PENALTY
Bad checks, 8:12

NONRESIDENT ALIENS
Delinquency penalties. See index heading DELIN-
QUENCY PENALTIES
Return preparer penalties, 4:23
Withholding taxes from income of nonresident

aliens and corporations, 8:41, 13:23 to
13:27

NOTICE

Employee plan penalties. See index heading
EMPLOYEE PLAN PENALTIES

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

Exempt organization penalties, political organiza-
tions, 12:10

Form 2010-53, App. 1C

Information return penalties. See index heading
INFORMATION RETURN PENALTIES

Interest. See index heading INTEREST

International penalties. See index heading
INTERNATIONAL PENALTIES

Notice 2009-59, App. 5B

Notice 2010-33, App. SD

Notice 2010-53, App. 1C

Notice 2011-54, App. 61

Notice 2013-34, App. 9H

Political organizations, 12:10

Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

Tax shelter penalties, notice of determination of
penalty, 10:105

OFFERS IN COMPROMISE
Appeal and review, 10:14
Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES
Interest, designation of payments, 11:18

OFFICE OF PENALTY AND INTEREST
ADMINISTRATION
Generally, 1:4

OFFSETS
Interest, 11:75

Return preparer penalties, offset against preparer
tax liability, 4:103

OID
Information return penalties, 6:75
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ONE-TIME PENALTY
Accuracy related penalties, 3:12

ORALADVICE

Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

ORDINARY BUSINESS CARE
Reasonable cause, 9:9

OTHER PENALTIES
Bad checks, 8:11

OVERPAYMENTS
Interest. See index heading INTEREST

OVERSTATEMENT
See index heading ACCURACY RELATED PENALTIES

OVERVALUATION
Accuracy related penalties. See index heading
ACCURACY RELATED PENALTIES
Tax shelters, promoter penalties, 5:12

OWNERSHIP

International penalties. See index heading
INTERNATIONAL PENALTIES

PARTIAL RELIEF
Innocent spouse, 9:86

PARTICIPATION
IRS e-File
Nonfiling Practitioners, App. 4A

PARTNERSHIPS

Accuracy related penalties. See index heading
ACCURACY RELATED PENALTIES

Delinquency penalties. See index heading pELIN-
QUENCY PENALTIES

Employment tax penalties, trust fund recovery
penalty, 7:21

Information return penalties. See index heading
INFORMATION RETURN PENALTIES

Interest, former TEFRA partnerships, 11:100

International penalties. See index heading
INTERNATIONAL PENALTIES

PASS-THROUGH ENTITIES

Accuracy related penalties. See index heading
ACCURACY RELATED PENALTIES

Delinquency penalties. See index heading DELIN-
QUENCY PENALTIES

Partnerships. See index heading PARTNERSHIPS

Reasonable cause, special circumstances attribut-
able to pass through items of corporations,
9:65

S corporations. See index heading s CORPORATIONS

PAYEE STATEMENTS

Information return penalties. See index heading
INFORMATION RETURN PENALTIES

PAYER MASTER FILE
Information return penalties, 6:22

PAYMENT
Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES
Interest. See index heading INTEREST
Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

PENALTY HANDBOOK

Consolidated Penalty Handbook (CPH). See
index heading cONSOLIDATED PENALTY
Hanpeook (CPH)

PENALTY REASON CODE CHART
Appeal and review, App. 9G

PENALTY REFERENCE CHART
Appeal and review, App. 10A

PENALTY RELIEF-APPLICATION CHART
Appeal and review, App. 9F

PENDING LITIGATION
Delinquency penalties, failure to file return, 9:43

PENSIONS

Accuracy related penalties. See index heading
ACCURACY RELATED PENALTIES

Employee plan penalties. See index heading
EMPLOYEE PLAN PENALTIES

PERSONAL HOLDING COMPANY TAX
Interest, 11:37

International penalties. See index heading
INTERNATIONAL PENALTIES

PINEX COMPUTATION
Generally, App. 1F

PIPELINE PROCESSING
Information return penalties, 6:14

POLICY STATEMENT
Generally, 1:5
Internal Revenue Manual (IRM), 9:6
Policy Statement 20-1, App. 1B

POLITICAL ORGANIZATIONS

See index heading EXEMPT ORGANIZATION PENALTIES

POSSESSION OF TAXABLE GOODS OR
MERCHANDISE

Intent to sell without paying taxes thereon, 8:91

POSTASSESSMENT PENALTY APPEALS
See index heading APPEAL AND REVIEW

POWER OF ATTORNEY
Sample Form 2848
Voluntary Disclosure, App. 13T
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PRECEDING YEAR’S TAX

Estimated income tax, failure by individual to
pay, 2:68

PREPARERS

See index heading RETURN PREPARER PENALTIES

PRESUMPTIONS AND BURDEN OF PROOF
See index heading BURDEN OF PROOF

PRIME CONTRACTOR

Employment tax penalties, third-party liability for
wages, 7:113

PRIORITIES AND PREFERENCES
Appeal and review, 10:29

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

PRIVATE DELIVERY SERVICES
Failure to file return, 2:28

PRIVATE FOUNDATION MANAGERS
Exempt organization penalties, 12:20, 12:21

PROCESS AND SERVICE OF PROCESS AND
PAPERS

International penalties, information as to foreign-
owned corporations, 13:46, 13:47

PROFESSIONAL ASSOCIATIONS

Return preparer penalties, disciplinary proceed-
ings, 4:141

PROMOTER PENALTIES

Tax shelters. See index heading TAX SHELTER
PENALTIES

PROPOSED ASSESSMENT

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

PROTESTS
See index heading APPEAL AND REVIEW

PUBLIC INSPECTION

Exempt organization penalties. See index heading
EXEMPT ORGANIZATION PENALTIES

PUBLIC WORKS
Employment tax penalties, 7:127 to 7:129

QUALIFICATIONS

Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

Tax shelter penalties, disqualified advisor or
opinion, 5:102

QUALIFIED AMENDED RETURN

Accuracy related penalties, underpayment of tax,
3:144
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QUARTERLY FEDERAL TAX RETURN

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

QUICK REFUNDS
Interest, 11:26

QUID PRO QUO CONTRIBUTIONS
See index heading EXEMPT ORGANIZATION PENALTIES

REAL ESTATE INVESTMENT TRUSTS
(REIT)
Estimated income tax on REIT dividends, failure
to pay, 2:93
Termination of election to be treated as REIT,
relief from, 8:103 to 8:106

REAL PROPERTY
International penalties. See index heading
INTERNATIONAL PENALTIES
Residential rental projects, failure to file certifica-
tion on, 6:118

REALISTIC POSSIBILITY

Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

REASONABLE BELIEF
Accuracy related penalties, tax shelters, 3:66

REASONABLE CAUSE

Generally, 1:16, 1:39, 9:1 to 9:77

Absence, 9:11

Accuracy related penalties. See index heading
ACCURACY RELATED PENALTIES

Advice, reliance on advice of tax advisor. See
“Tax advisor, reliance on advice of”” under
this heading

Adpvice. See “Reliance” under this heading

Appeals Division, reasonable cause at, 9:24

Appraisals. See index heading ACCURACY RELATED
PENALTIES

Availability of necessary records. See “Records
and recording” under this heading

Backup withholding, broker failure to notify
payor that payee is subject to, 8:53

Bad checks, 8:10, 9:58

Bankruptcy, 9:3

Burden of proof, 9:26

Casualty, 9:12

Charitable contributions, 9:69 to 9:71

Common reasons for reasonable cause, 9:10

Death, 9:11

Debt instruments. See index heading DEBTORS AND
CREDITORS

Delinquency penalties. See index heading pELIN-
QUENCY PENALTIES

Deposit of taxes, failure to make, 2:111, 7:149,
9:56

Diesel fuel, improper sale or use of dyed, 8:62
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REASONABLE CAUSE—Cont’d

Disasters, 9:12
Employee plan penalties. See index heading
EMPLOYEE PLAN PENALTIES
Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES
Estimated taxes. See index heading ESTIMATED
TAXES
Examples, 9:67, App. 9C
Excise taxes, excessive claims for, 8:50
Exempt organization penalties. See index heading
EXEMPT ORGANIZATION PENALTIES
Exempt use of property, fraudulent identification
of, 8:85
Facts and circumstances, 9:62
Failure to deposit taxes, 2:111, 7:149, 9:56
Failure to file return. See index heading DELIN-
QUENCY PENALTIES
Failure to pay tax. See index heading DELINQUENCY
PENALTIES
Failure to register or provide information regard-
ing tax shelters, 5:102, 5:107
Financial hardship
generally, 9:14
delinquency penalties, failure to file return,
9:45
information return penalties, 6:92
Fires, 9:12
First impression, 9:63
Foreign countries. See index heading
INTERNATIONAL PENALTIES
Foreign financial asset understatement, 3:118
Forgetfulness, 9:17
Form 843 - Claim for refund and request for
Abatement, App. IE
Guidelines, 9:20
Health plans, penalty for failure to notify health
plan of cessation of eligibility for COBRA
premium assistance, 8:85
Ignorance of law
generally, 9:16
failure to file return due to, 9:37
Illness, 9:11
Inability to obtain records. See “‘Records and
recording” under this heading
Information return penalties. See index heading
INFORMATION RETURN PENALTIES
Interest. See index heading INTEREST
Internal Revenue Manual (IRM)
generally, 9:4 to 9:20.50
absence, 9:11
advice. See “‘Reliance” under this heading
Appeals Division, reasonable cause at, 9:24
casualty, 9:12
common reasons for reasonable cause, 9:10
death, 9:11

REASONABLE CAUSE—Cont’d

Internal Revenue Manual (IRM)—Cont’d

disasters, 9:12

financial condition, 9:14

fires, 9:12

forgetfulness, 9:17

guidelines, 9:20

ignorance of law, 9:16

illness, 9:11

inability to obtain records, 9:13

IRS, reliance on advice of. See ““‘Internal Reve-
nue Service (IRS), reliance on advice of”
under this heading

lack of funds, 9:14

mistakes, 9:17

natural disasters, 9:12

ordinary business care, 9:9

policy statement, 9:6

purpose of penalties, 9:5

reliance. See ““Reliance” under this heading
unavoidable absence, 9:11

Internal Revenue Service (IRS), reliance on
advice of

failure to file return, 9:31
oral advice, 9:18
written advice, 9:19

International penalties. See index heading
INTERNATIONAL PENALTIES

Issues of first impression, 9:63

Knowledge. See “Ignorance of law’ under this
heading

Lack of funds. See “‘Financial hardship’’ under
this heading
Mechanical dye injection systems, tampering
with or failing to maintain security require-
ments, 8:67
Memorandum, App. 9C
Mistakes
generally, 9:17
failure to file return due to misunderstanding of
law, 9:37
Mortgage credit certificates. See index heading
MORTGAGE CREDIT CERTIFICATES, PENALTIES WITH
RESPECT TO

Natural disasters, 9:12
Ordinary business care, 9:9

Pass through items of corporations, special cir-
cumstances attributable to, 9:65

Policy statement, 9:6
Procedures, 9:2, 9:27, 9:28
Records and recording
inability to obtain records
generally, 9:13
failure to file return, 9:38, 9:39
information return penalties, 6:91
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Regulations
temporary regulations, 9:76
Treasury regulations, 9:61
REIT, relief from termination of election to be
treated as, 8:106
Reliance
IRS, reliance on advice of. See “Internal Reve-
nue Service (IRS), reliance on advice of”
under this heading
tax advisor, reliance on advice of. See “Tax
advisor, reliance on advice of”” under this
heading
Return preparer penalties. See index heading
RETURN PREPARER PENALTIES
Revenue Reconciliation Act of 1993- HR Rep
No. 103-111, 103rd Cong, 1st Sess 716-723
(1993), House Explanation of, App. 9A
Section 6662A, generally, 9:68
Standard of care
generally, 9:25
ordinary business care, 9:9
Substantial understatement of tax, 9:74
Tax advisor, reliance on advice of
generally, 9:64
failure to file return, 9:32, 9:33
Internal Revenue Manual (IRM), 9:15
Tax shelter penalties, failure to register or provide
information regarding tax shelters, 5:102,
5:107
Temporary regulations, 9:76
Transfer pricing penalties, 9:75
Unavailability of necessary records. See
“Records and recording” under this heading
Unavoidable absence, 9:11
Valuation. See index heading ACCURACY RELATED
PENALTIES
Withholdings, penalty for supplying false infor-
mation with respect to, 8:102

REBUTTAL MEMORANDUM
Employment tax penalties, 7:76

RECKLESSNESS
Accuracy related penalties, negligence, 3:36
Employment tax penalties, trust fund recovery
penalty, 7:37

Return preparer penalties, reckless or intentional
disregard, 4:63 to 4:65

RECOMMENDATIONS
Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES
RECORDS AND RECORDING

Appeal and review, closing action by appeals,
10:43

Employee plan penalties. See index heading
EMPLOYEE PLAN PENALTIES
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RECORDS AND RECORDING—Cont’d
Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES
Inability to obtain records
information return penalties, waiver, 6:91
reasonable cause. See index heading REASON-
ABLE CAUSE
Information return penalties. See index heading
INFORMATION RETURN PENALTIES
International penalties. See index heading
INTERNATIONAL PENALTIES
Reasonable cause. See index heading REASONABLE
CAUSE

REDUCTION OF PENALTIES
Accuracy related penalties, substantial
understatement, 3:50
Information return penalties. See index heading
INFORMATION RETURN PENALTIES

REFERENCE NUMBERS
Generally, 1:43
Listing, App. 1A
Penalty Reference Chart, App. 10A

REFERRAL
Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES
Fraud penalties, referral to CID, 3:140
Return preparer penalties, referral to director of
practice, 4:133

REFUNDS

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

Erroneous claim for refund. See index heading
ACCURACY RELATED PENALTIES

Innocent spouse, 9:100, 9:105

Interest. See index heading INTEREST

Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

REGISTERED MAIL
Failure to file return, 2:25

REGISTRATION
Employee plan penalties. See index heading
EMPLOYEE PLAN PENALTIES

Tax shelter penalties. See index heading Tax
SHELTER PENALTIES

REGULATIONS

Accuracy related penalties. See index heading
ACCURACY RELATED PENALTIES

Information return penalties. See index heading
INFORMATION RETURN PENALTIES

Reasonable cause. See index heading REASONABLE
CAUSE

Tax shelter penalties. See index heading Tax
SHELTER PENALTIES
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REIMBURSEMENT OF PENALTIES
Employment tax penalties, 7:104

REINSTATEMENT

Return preparer penalties, suspension or disbar-
ment from practice before IRS, 4:140

RELATIVES
See index heading FAMILY MEMBERS

RELEASE OR DISCHARGE

Employment tax penalties, release of federal tax
lien, 7:85

RELIANCE
Delinquency penalties. See index heading DELIN-
QUENCY PENALTIES
Fraud penalties, 3:131
Reasonable cause. See index heading REASONABLE
CAUSE

RELIGION
Delinquency penalties, failure to file return due to
religious objections, 9:42
Fraud penalties, mail order ministry/vow of pov-
erty fraud cases, 10:110

REORGANIZATIONS
Information returns on corporate reorganization
or recapitalization, failure to file, 6:120

REPORTS

Actuarial reports. See index heading EMPLOYEE
PLAN PENALTIES

Employee plan penalties. See index heading
EMPLOYEE PLAN PENALTIES

Exempt organization penalties, public inspection
of report of expenditures and contributions,
12:14

Information return penalties. See index heading
INFORMATION RETURN PENALTIES

International penalties. See index heading
INTERNATIONAL PENALTIES

Return preparer penalties, Form 5816- Report of
Income Tax Preparer Penalty Cases, App.
4G

Tax shelter penalties. See index heading Tax
SHELTER PENALTIES

REQUIRED TAXABLE YEAR
Payment for entities electing not to have, 8:92 to
8:95
RESCISSION

Tax shelter penalties, failure to register or provide
information regarding tax shelters, 5:87,
5:97

RESPONSIBLE PERSON

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

RESPONSIBLE PERSON—Cont’d
Information return penalties, waiver, 6:86, 6:87,
6:98

RESTRUCTURING AND REFORM ACT OF
1998

Delinquency penalties, 2:5

RETURN PREPARER PENALTIES
Generally, 1:11, 1:25, 4:1 to 4:143
Accuracy related penalties
coordination with return preparer penalties,
4:44 to 4:47
Acting as preparer, injunction against, 4:124
Actions and remedies
refund action, claim as prerequisite to, 4:101
unauthorized disclosure of information by
preparers, 4:108
Adequate disclosure
generally, 4:37 to 4:43, 4:66 to 4:71
burden of proof, 4:69
contemporaneous documentation, 4:41
exception for adequate disclosure of position
with a reasonable basis, 4:37 to 4:43
nonsigning preparers, 4:40, 4:67
oral advice, 9:86
signing preparers, 4:39, 4:66
statute of limitations, 4:70
Administrative order, disclosure of taxpayer
information under, 4:113
Advice
changes in law after advice given, 4:55
reasonable cause, reliance on advice from
another preparer, 4:54
Affidavits, Consolidated Penalty Handbook
(CPH), 4:13
AICPA Interpretations, App. 4E
Appeal and review
generally, 4:106, 10:48 to 10:61
appealing cases, 10:54
assessment of penalties, 10:49
assignment of cases, 10:52
burden of proof, 10:55
closing cases, 10:36
closing letters, 10:58
Consolidated Penalty Handbook (CPH), 4:10
control, 10:47
due diligence requirements, failure to comply
with, 10:61
electronic filer status, appeal of denial or loss
of, 4:131
failure to maintain list of return preparers
employed, 10:61
failure to provide preparer’s identification
number, 10:61

failure to provide taxpayer with copy of return,
10:61
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Appeal and review—Cont’d
failure to retain copy or list of returns pre-
pared, 10:61
failure to sign return, 10:61
guidelines for penalty, 10:57

House of Representatives Report No. 95-1800,
10:56

origin of cases, 10:48

practice before IRS. See “Practice before IRS,
suspension or disbarment from” under
this heading

processing of cases, 10:47, 10:53

refund check of taxpayer, negotiation by
preparer, 10:61

refund claims for preparer penalties. See
“Refund claims for preparer penalties”
under this heading

statute of limitations, 10:51

written protests, 10:50

Appraisals, substantial and gross valuation mis-
statements attributable to incorrect apprais-
als, 4:90 to 4:92
Assessment of penalties
generally, 4:72 to 4:75
appeal and review, 10:49

computation and assessment of miscellaneous
penalties, App. 4F

exception to penalties, 4:75

extensions of time on assessment, consent to,
App. 4D

Form 872-D- Consent to Extend the Time on
Assessment, App. 4D

Form 5838- Waiver of Restrictions on Assess-
ment, App. 4C

Form 8278- Computation and Assessment of
Miscellaneous Penalties, App. 4F

payment in full, 4:73

preassessment procedures, 4:94

refund claims, 4:74

statute of limitations on assessment, 4:62
waiver of restrictions on assessment, App. 4C

Attorney’s fees, refund claims for preparer penal-

ties, 4:102
Auxiliary services, disclosure of taxpayer infor-
mation to provider of, 4:116
Background, 4:1
Burden of proof
adequate disclosure, 4:69
appeal and review, 10:55
reasonable cause, 4:57
Changes in law after advice given, 4:55
Clerical or mechanical assistance, 4:24, 4:26
Closing letters, 10:58
Compensation defined, 4:21
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Computation and assessment of miscellaneous
penalties, App. 4F
Conference with director of practice, 4:134
Consent
assessment of penalties, consent to extensions
of time on, App. 4D
disclosure of taxpayer information with
consent of taxpayer, 4:119
Consolidated Penalty Handbook (CPH)
generally, 4:7 to 4:14
affidavits, 4:13
appeal and review, 4:10
claims, 4:11
examination guidelines, 4:9
program action cases, 4:12
return preparer program, 4:8
statute of limitations, 4:14
Contesting assessment of return preparer penal-
ties
generally, 4:93 to 4:104
action for refund, claim as prerequisite to,
4:101
attorney’s fees, 4:102
contents of claim, 4:100
filing claim, 4:97 to 4:99
interest, 4:104
offset of preparer penalty against preparer tax
liability, 4:103
partial payment and claim within 30 days, 4:96
place of filing, 4:99
preassessment procedures, 4:94
separate claim for each penalty, 4:98
tax liability of preparer, offset of preparer
penalty against, 4:103
thirty days, partial payment and claim within,
4:96
time of filing, 4:99
Coordination with accuracy related penalties,
4:44 to 4:47
Copy of return
failure to provide taxpayer with copy of return.
See ““Failure to provide taxpayer with
copy of return” under this heading
failure to retain copy or list of returns pre-
pared, 4:81
Court order, disclosure of taxpayer information
under, 4:113
Crime, disclosure to report, 4:118
Defenses
reasonable cause. See ““Reasonable cause”
under this heading
Definitions, 4:15 et seq.
Director of practice. See “‘Practice before IRS,
suspension or disbarment from” under this
heading
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Disbarment. See ‘“‘Practice before IRS, suspen-
sion or disbarment from™ under this heading
Disciplinary proceedings
professional association, discipline by, 4:141
state taxing authorities, discipline by, 4:142
Disclosures
adequate disclosure. See ‘“Adequate
disclosure’ under this heading
unauthorized disclosure. See ““Unauthorized
disclosure of information by preparers”
under this heading
Disregard, reckless or intentional, 4:63 to 4:65
Due diligence requirements
generally, 4:86
appeal and review, 10:61
earned income credit (EIC), 4:85
Form 8867- Paid Preparer’s Due Diligence
Checklist, App. 4H
IL.R.C. Section 6695, 4:4, 4:85, 4:86
IRC Section 6695, 1:27
Earned income credit (EIC), due diligence
requirements, 4:85
EIC. See “Earned income credit (EIC)”’ under
this heading
Electronic filer status, denial or loss of
generally, 4:127
appeal and review, 4:131
basis for denial, 4:129
Form 8633- Application to Participate in the
IRS e-file Program, App. 4J
reasons for suspension, 4:130
Employed return preparers. See ‘““Failure to
maintain list of return preparers employed”
under this heading
Examinations
Consolidated Penalty Handbook (CPH), 4:9
procedures, 4:105
Examples
return preparers, 4:22
Existence of understatement, 4:30
Extensions of time on assessment, consent to,
App. 4D
Failure to comply with due diligence require-
ments. See “Due diligence requirements’’
under this heading
Failure to file return, 4:143
Failure to maintain list of return preparers
employed
generally, 4:83
appeal and review, 10:61
IL.R.C. Section 6695, 4:4, 4:83
IRC Section 6695, 1:27
Failure to provide preparer’s identification
number
generally, 4:80

RETURN PREPARER PENALTIES—Cont’d

Failure to provide preparer’s identification
number—Cont’d
appeal and review, 10:61
IL.R.C. Section 6695, 4:4, 4:80
IRC Section 6695, 1:27
Failure to provide taxpayer with copy of return
generally, 4:76
appeal and review, 10:61
IL.R.C. Section 6695, 4:4, 4:76
IRC Section 6695, 1:27
Failure to retain copy or list of returns prepared
generally, 4:81
appeal and review, 10:61
I.R.C. Section 6695, 4:4, 4:81
IRC Section 6695, 1:27
reasonable cause, 4:82
willful neglect, 4:82
Failure to sign return
generally, 4:77
appeal and review, 10:61
ILR.C. Section 6695, 4:4, 4:77 to 4:79
IRC Section 6695, 1:27
Family members, disclosure of taxpayer informa-
tion to, 4:115
Firms, defining preparer within a firm, 4:28
Foreign countries, nonresident return preparers,
4:23
Form 872-D- Consent to Extend the Time on
Assessment, App. 4D
Form 5838- Waiver of Restrictions on Assess-
ment, App. 4C
Form 6118- Claim for Refund of Income Tax
Return Preparer Penalties, App. 4B
Form 8278- Computation and Assessment of
Miscellaneous Penalties, App. 4F
Form 8633- Application to Participate in the IRS
e-file Program, App. 4J
Form 8867- Paid Preparer’s Due Diligence
Checklist, App. 4H
Form W-12- Application for Paid Preparer Tax
Identification Number, App. 41
Future preparer activities, injunction against,
4:125
Gifts, 4:21
Gross and substantial valuation misstatements
attributable to incorrect appraisals, 4:90 to
4:92
Guidelines
generally, 10:57
examination guidelines, 4:9
House of Representatives Report No. 95-1800,
10:56
Identification number of preparer
failure to provide preparer’s identification
number. See “Failure to provide
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Identification number of preparer—Cont’d
preparer’s identification number’” under
this heading

Form W-12- Application for Paid Preparer Tax
Identification Number, App. 41
Information return penalties, failure to comply
with information reporting requirements,
6:63
Injunctions
generally, 4:122
acting as preparer, injunction against, 4:124
future preparer activities, injunction against,
4:125
notification of clients by preparer, injunction
against, 4:126
wrongful conduct, injunction to prevent recur-
rence of, 4:123
Intentional disregard, 4:63 to 4:65
Interest, adjustment for, 4:89
Interest, refund claims for preparer penalties,
4:104

Internal Revenue Service (IRS), practice before.
See ““Practice before IRS, suspension or
disbarment from”” under this heading

Investigation of taxpayer-supplied information.

See “Duty to verify taxpayer-supplied infor-

mation”” under this heading
I.R.C. Section 6694, 4:3
LLR.C. Section 6695, 4:4, 4:76 to 4:89
LLR.C. Section 6713, 4:5
I.R.C. Section 7407, 4:6
IRC Section 6695, 1:27
IRM Exhibit 8(11)00-3, App. 10C
Lists
employed return preparers. See ‘““Failure to
maintain list of return preparers
employed” under this heading
returns prepared, failure to retain copy or list
of, 4:81
Mechanical or clerical assistance, 4:24, 4:26
Miscellaneous penalties
Form 8278- Computation and Assessment of
Miscellaneous Penalties, App. 4F
IRM Exhibit 8(11)00-3, App. 10C
Negotiation of refund check by preparer. See
“Refund check of taxpayer, negotiation by
preparer’’ under this heading
Nonresident return preparers, 4:23
Nonsigning preparers
adequate disclosure, 4:40, 4:67
Normal office practice of preparer, 4:53
Notice
injunction against notification of clients by
preparer, 4:126
practice before IRS, notice of suspension or
disbarment from, 4:139
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Office practice of preparer, 4:53
Offset of preparer penalty against preparer tax
liability, 4:103
Operation of preparer’s business, disclosure of
taxpayer information in, 4:117
Other returns of taxpayer, disclosure of taxpayer
information for preparation of, 4:114
Partial payment and claim within 30 days, 4:96
Payment
full payment, 4:73
partial payment and claim within 30 days, 4:96
Practice before IRS, suspension or disbarment
from
generally, 4:132
administrative law judges (ALJ)
appeal of ALJ decision, 4:137
hearing by ALJ, 4:136
appeal and review
ALJ decision, appeal of, 4:137
reinstatement, petition for, 4:140
conference with director of practice, 4:134
consequences of suspension or disbarment,
4:138
director of practice
conference with director of practice, 4:134
referral to director of practice, 4:133
filing complaint, 4:135
hearing by administrative law judge (ALJ),
4:136
notice of suspension or disbarment, 4:139
referral to director of practice, 4:133
reinstatement, petition for, 4:140
Preassessment procedures, 4:94
Professional association, discipline by, 4:141
Program action cases, Consolidated Penalty
Handbook (CPH), 4:12
Protests. See ““Appeal and review”” under this
heading
Qualifications of return preparer
generally, 4:20
suitability check, 4:128
Rate of penalty
reasonable cause, 4:58
Reason to believe position would more likely
than not be sustained on its merits, 4:31 to
4:36
Reasonable cause
generally, 4:48 to 4:62
assessment of penalties, statute of limitations
on, 4:62
burden of proof, 4:57
changes in law after advice given, 4:55
failure to retain copy or list of returns pre-
pared, 4:82
frequency of errors, 4:51
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Reasonable cause—Cont’d
income derived in computing penalty amount,
4:59
industry practice, reliance on, 4:56
materiality of errors, 4:52
nature of the error, 4:50
normal office practice of preparer, 4:53
rate of penalty, 4:58
reliance on advice from another preparer, 4:54
statute of limitations on assessment, 4:62
Reckless or intentional disregard, 4:63 to 4:65
Recurrence of wrongful conduct, injunction to
prevent, 4:123
Referral to director of practice, 4:133
Refund check of taxpayer, negotiation by
preparer
generally, 4:84
appeal and review, 10:61
LR.C. Section 6695, 4:4, 4:84
IRC Section 6695, 1:27
Refund claims for preparer penalties
generally, 4:74
Form 6118- Claim for Refund of Income Tax
Return Preparer Penalties, App. 4B
Reinstatement to practice before IRS, petition for,
4:140
Related taxpayers, disclosure of taxpayer infor-
mation to, 4:115
Reliance on advice from another preparer, 4:54
Report of income tax preparer penalty cases,
App. 4G
Return defined, 4:27
Revenue procedure 2009-11, App. 4K
Revenue procedure 2012-15, 2012-7 I.R.B. 369,
App. 4L
Signing preparers
adequate disclosure, 4:39, 4:66
definitions, 4:78, 4:79
failure to sign return. See “‘Failure to sign
return”” under this heading
nonsigning preparer compared, 4:17
nonsigning preparers. See “Nonsigning prepar-
ers” under this heading
State taxing authorities, disciplinary proceedings,
4:142
Statute of limitations
adequate disclosure, 4:70
appeal and review, 10:51
Consolidated Penalty Handbook (CPH), 4:14
Substantial and gross valuation misstatements
attributable to incorrect appraisals, 4:90 to
4:92
Substantial portion, examples of, 4:19
Substantial preparation, 4:18
Suitability check, 4:128

RETURN PREPARER PENALTIES—Cont’d

Suspension
electronic filer status. See ““Electronic filer
status, denial or loss of”” under this head-
ing
practice before IRS. See ‘““Practice before IRS,
suspension or disbarment from’’ under
this heading
Tax liability of preparer, offset of preparer
penalty against, 4:103
Tax return preparer, generally, 4:15 to 4:28
Tax return preparer defined, 4:15, 4:16
Tax shelter penalties. See index heading Tax
SHELTER PENALTIES
30-day letter, App. 4M
Thirty days, partial payment and refund claim
within, 4:96
Transfer of preparer’s business, disclosure of
taxpayer information in, 4:117
Unauthorized disclosure of information by
preparers
generally, 4:107 to 4:120
actions and remedies, 4:108
administrative order, disclosure under, 4:113
assessment and appeals rights, 4:120
auxiliary services, disclosure to provider of,
4:116
consent of taxpayer, disclosure with, 4:119
court order, disclosure under, 4:113
crime, disclosure to report, 4:118
definitions, 4:110, 4:111
exceptions, 4:112
operation of preparer’s business, 4:117
other returns of taxpayer, disclosure for prepa-
ration of, 4:114
related taxpayers, disclosure to, 4:115
transfer of preparer’s business, 4:117
Understatement of tax by preparer
generally, 1:26
appeal and review. See ““Appeal and review”
under this heading
existence of understatement, 4:30
I.R.C. Section 6694, 4:3
requirement of understatement, 4:29, 4:30
Unrealistic position
duty to verify or investigate taxpayer-supplied
information. See “Duty to verify
taxpayer-supplied information” under this
heading
Verification of taxpayer-supplied information.
See “Duty to verify taxpayer-supplied infor-
mation” under this heading
Waiver of restrictions on assessment, App. 4C
Willfulness
failure to retain copy or list of returns pre-
pared, 4:82
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Willfulness—Cont’d
understatements, 4:63, 4:65

Wrongful conduct, injunction to prevent recur-
rence of, 4:123

RETURNS

Employee plan penalties. See index heading
EMPLOYEE PLAN PENALTIES

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

Exempt organization penalties. See index heading
EXEMPT ORGANIZATION PENALTIES

Failure to file return. See index heading DELIN-
QUENCY PENALTIES

Failure to include information on tax return, 1:31

Information return penalties. See index heading
INFORMATION RETURN PENALTIES

Internal Revenue Service (IRS). See index head-
ing INTERNAL REVENUE SERVICE (IRS)

Joint returns. See index heading FRAUD PENALTIES

Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

SFR returns, substantial understatement, 3:51

REVENUE OFFICER

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

REVENUE PROCEDURES
Accuracy related penalties. See index heading
ACCURACY RELATED PENALTIES
Interest, Revenue Procedure 2005-18, App. 11D
Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

Tax shelter penalties, Revenue Procedure 2007-
21, App. SE

REVENUE RECONCILIATION ACT OF 1993
Reasonable cause, App. 9A

REVENUE RULINGS
Interest. See index heading INTEREST

ROLLOVERS

Employee plan penalties, failure to provide
explanation of rollovers, 6:117, 12:68

RULINGS
Revenue rulings. See index heading INTEREST

S CORPORATIONS
Accuracy related penalties. See index heading
ACCURACY RELATED PENALTIES
Estimated income tax, failure to pay, 2:100
Interest, 11:39

SAFE HARBOR

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

Information return penalties, waiver, 6:101
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SANCTIONS

Delay, tax proceedings for, sanctions for frivolous
appeals, 8:23
Tax shelter penalties, 5:83

SCIENTER
Tax shelters, promoter penalties, 5:9

SEASONAL INCOME
Estimated income tax, failure to pay, 2:94

SEIZURES
Interest, 11:14

SELF-EMPLOYMENT TAX
Employment tax penalties, 7:12

SFR RETURNS

Accuracy related penalties, substantial
understatement, 3:51

SHORT TAX YEARS

Estimated taxes. See index heading ESTIMATED
TAXES

SIGNATURES
Employment tax penalties, trust fund recovery
penalty, check signing authority, 7:31, 7:38
Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

Tax shelter penalties, frivolous tax returns, failure
to sign jurat, 5:57

SIXTH AMENDMENT

Information return penalties, cash transactions,
6:139

SMALL BUSINESS

Information return penalties. See index heading
INFORMATION RETURN PENALTIES

International penalties, 13:45

SMALL PENALTY CASES
Appeal and review, 10:27

SOLE PROPRIETORSHIPS

Employment tax penalties, trust fund recovery
penalty, 7:21

SPECIAL DEPOSITS

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

SPECIFIED INFORMATION
Information return penalties, 6:65

SPOUSE
See index heading HUSBAND AND WIFE

STAMP TAX

Delinquency penalties. See index heading DELIN-
QUENCY PENALTIES
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STANDARD OF CARE
Accuracy related penalties, negligence, 3:39
Reasonable cause. See index heading REASONABLE
CAUSE

STATES
Death taxes, interest not paid on overpayments,
11:83
Political organizations, exempt organization
penalties, 12:9
Return preparer penalties, disciplinary proceed-
ings by state taxing authorities, 4:142

STATUTE OF LIMITATIONS
Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES
Fraud penalties, 3:139

International penalties. See index heading
INTERNATIONAL PENALTIES

Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

Tax shelter penalties. See index heading Tax
SHELTER PENALTIES

STAY OF PROCEEDINGS

Tax shelter penalties, injunctions against promot-
ers or aiders and abettors, 5:79

STRONGLY INDICATED
Accuracy related penalties, negligence, 3:33

SUBORDINATES

Tax shelter penalties, aiding and abetting
understatement of tax, 5:36

SUBSTANTIAL ISSUES
Delay, tax proceedings for, 8:31

SUBSTANTIAL PREPARATION
Return preparer penalties, 4:18

SUBSTANTIAL UNDERSTATEMENT
See index heading ACCURACY RELATED PENALTIES

SUFFICIENCY OF RETURN
Failure to file return, 2:31

SUMMONS

International penalties, information as to foreign-
owned corporations, 13:46

SUPPORTING STATEMENTS

Appeal and review. See index heading APPEAL AND
REVIEW

SURFACE MINING ACT
Failure to pay premium under, 8:96 to 8:99

SURVIVAL

Innocent spouse, survival of innocent spouse
claim, 9:109

SUSPENSION

Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

TABLE OF PENALTIES COVERED
Generally, App. 1G

TAX AVOIDANCE OR EVASION

Employment tax penalties, federal tax deposit
(FTD), 7:177,7:178

TAX COURT JURISDICTION
Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES
Interest, 11:10, 11:96

TAX EQUITY AND FISCAL
RESPONSIBILITY ACT OF 1982 (TEFRA)

Interest. See index heading INTEREST

TAX LIENS

Federal tax liens. See index heading FEDERAL TAX
LIENS

TAX PENALTIES

Generally, 1:1 to 1:43

Accuracy related penalties. See index heading
ACCURACY RELATED PENALTIES

Computation of penalties. See index heading
COMPUTATION OF PENALTIES

Computer penalty codes. See index heading com-
PUTER PENALTY CODES

Delinquency penalties. See index heading DELIN-
QUENCY PENALTIES

Employment tax penalties. See index topic
EMPLOYMENT TAX PENALTIES

Fraud penalties. See index heading FRAUD PENAL-
TIES

Handbooks. See index heading HANDBOOKS

History of penalties, 1:2

Imposition of penalties. See index heading mvposi-
TION OF PENALTIES

Information return penalties. See index heading
INFORMATION RETURN PENALTIES

Innocent spouse. See index heading INNOCENT
SPOUSE

Interest. See index heading INTEREST

International penalties. See index heading
INTERNATIONAL PENALTIES

Office of Penalty and Interest Administration, 1:4
Penalty handbook, 1:3

Policy statement. See index heading poLICY STATE-
MENT

Reasonable cause. See index heading REASONABLE
CAUSE

Reference numbers. See index heading REFERENCE
NUMBERS

Return preparer penalties. See index heading
RETURN PREPARER PENALTIES
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TAX PENALTIES—Cont’d
Tax shelter penalties. See index heading Tax
SHELTER PENALTIES

TAX SHELTER PENALTIES
Generally, 1:12, 1:29, 5:1 to 5:111
Accuracy related penalties. See index heading
ACCURACY RELATED PENALTIES
Administrative procedures, 5:70
Advice
aiding and abetting, gratuitous advice, 5:35
failure to register or provide information
regarding tax shelters, tax advisors, 5:86,
5:102, 5:107
Aiding and abetting
generally, 1:30, 5:27 to 5:47
administrative procedures, 5:70
amount of penalty, 5:39
appeal and review. See ‘““Appeal and review”
under this heading
assertion of penalties, 5:43
assessment of penalties, 5:45
burden of proof, 5:42, 5:64
clerical activities, 5:34
collection of penalties, 5:45, 5:68
computation of penalties, 5:39, 5:66
coordination with return preparer penalties,
5:41
deficiency procedures, 5:63
direct involvement, 5:37
director of practice, 5:47
document, meaning of, 5:32
effective date, 5:30
examples, 5:48
existence of understatement, 5:29
gratuitous advice, 5:35
injunctions. See “‘Injunctions against promot-
ers or aiders and abettors’’ under this
heading
IRC Section 6701, 5:27
IRC Section 6703, 5:62
IRC Section 7206(2), 5:31
knowledge, 5:28, 5:38
meaning of document, 5:32
other penalties, 5:40
persons liable, 5:33
procedure, 5:44, 5:62 to 5:70
return preparer penalties, coordination with,
5:41
statute of limitations
generally, 5:46
suspension of statute of limitations, 5:69
subordinates, 5:36
tax year, 5:38
Ancillary relief, injunctions against promoters or
aiders and abettors, 5:77
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Appeal and review
generally, 5:65, 10:97 to 10:105
assessment of penalties, 10:101
determination of claim, 10:104
disallowed claims, 10:102
injunctions against promoters or aiders and
abettors, 5:76, 5:77
notice of determination of penalty, 10:105
procedures, 10:103
Assertion of penalties
aiding and abetting understatement of tax, 5:43
promoter penalties, 5:24
Assessment of penalties
aiding and abetting understatement of tax, 5:45
appeal and review, 10:101
promoter penalties, 5:22, 5:23
Automatic stay, injunctions against promoters or
aiders and abettors, 5:79
Burden of proof
aiding and abetting understatement of tax,
5:42, 5:64
frivolous tax returns, 5:64
injunctions against promoters or aiders and
abettors, 5:73
promoter penalties, 5:64
Circular 230 and tax shelters, 5:109 to 5:111
Clerical activities, aiding and abetting understate-
ment of tax, 5:34
Collateral estoppel, injunctions against promoters
or aiders and abettors, 5:74
Collection of penalties
aiding and abetting understatement of tax,
5:45, 5:68
frivolous tax returns, 5:68
promoter penalties, 5:22, 5:68
Computation of penalties
aiding and abetting understatement of tax,
5:39, 5:66
frivolous tax returns, 5:66
promoter penalties, 5:14 to 5:16, 5:66
Confidential transactions, failure to register or
provide information regarding tax shelters,
5:90
Confidentiality, transactions offered under condi-
tion of, 5:90
Constitutional law, frivolous tax returns, 5:57
Credit transactions involving a brief holding
period, 5:94
Deficiency procedures, 5:63
Director of practice
aiding and abetting understatement of tax, 5:47
promoter penalties, 5:26
Disclosures
failure to furnish tax shelter information. See
“Failure to register or provide informa-
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Disclosures—Cont’d
tion regarding tax shelters’ under this
heading
reportable transactions. See ‘“‘Reportable
transactions’” under this heading
Failure to register or provide information regard-
ing tax shelters
generally, 5:84 to 5:108
book tax difference exceeding $10.0M,
transactions creating, 5:93
confidentiality
taxpayer communication confidentiality,
5:108
transactions offered under condition of, 5:90
contractual protection, transactions with, 5:91
credit transactions involving a brief holding
period, 5:94
disclosure, generally, 5:87, 5:95, 5:99, 5:103
disqualified advisor or opinion, 5:102
effective date, 5:98
interest deduction, disallowance of, 5:104
investor lists, 5:105, 5:106
IRC Section 6111, 5:87
IRC Section 6112, 5:105
IRC Section 6662A, 5:101, 9:68
IRC Section 6707, 5:86
IRC Section 6707A, generally, 5:96
IRC Section 6708, 5:106
limitation of actions, 5:100
listed transactions, generally, 5:89
loss transactions, 5:92
material advisors, disclosure by, 5:95
reasonable cause, 5:102, 5:107
reportable transactions, generally, 5:88
rescission, 5:87, 5:97
SEC disclosure requirements, 5:103
statute of limitations, 5:100
tax advisors, 5:86, 5:102, 5:107
Failure to sign jurat, frivolous tax returns, 5:57
False statements. See ‘“‘Promoter penalties” under
this heading
Fed R Civ P 11, 5:56
Fifth Amendment, frivolous tax returns, 5:57
Form 8886- Reportable Transaction Disclosure
Statement, App. 5C
Fraud. See “‘Promoter penalties” under this head-
ing
Frivolous tax returns
generally, 5:49 to 5:61
administrative procedures, 5:70
appeal and review. See ““Appeal and review”
under this heading
burden of proof, 5:64
collection of penalties, 5:68
computation of penalties, 5:66

TAX SHELTER PENALTIES—Cont’d

Frivolous tax returns—Cont’d
constitutional law, 5:57
deficiency procedures, 5:63
definition, 5:52
failure to sign jurat, 5:57
Fed R Civ P 11, 5:56
Fifth Amendment, 5:57
illegal tax protesters, designation of taxpayers
as, 5:54
injunctions. See “‘Injunctions against promot-
ers or aiders and abettors’’ under this
heading
IRC Section 6673, 5:56
IRC Section 6702, 5:49
IRC Section 6703, 5:62
other penalties, 5:59
procedure, 5:62 to 5:70
reduction of penalty, 5:61
signatures, failure to sign jurat, 5:57
statute of limitations
generally, 5:60
suspension of statute of limitations, 5:69
summary, 5:50
tax due requirement, 5:53
Gratuitous advice, aiding and abetting understate-
ment of tax, 5:35
Gross income, promoter penalties, 5:15
Gross valuation overstatement, promoter penal-
ties, 5:12
Illegal tax protesters, designation of taxpayers as,
5:54
Injunctions against promoters or aiders and abet-
tors
generally, 5:67, 5:71 to 5:79
ancillary relief, 5:77
appeal and review, 5:76, 5:77
automatic stay, 5:79
burden of proof, 5:73
collateral estoppel, 5:74
procedure, 5:72
statute of limitations, 5:78
stay of proceedings, 5:79
venue, 5:75
Interest
disallowance of interest deduction, 5:104
tax-motivated transactions, 11:97
IRC Section 6111, 5:87
IRC Section 6112, 5:105
IRC Section 6659, 5:13
IRC Section 6662A, 5:101, 9:68
IRC Section 6670, 5:13
IRC Section 6673, 5:56
IRC Section 6701, 5:27
IRC Section 6702, 5:49
IRC Section 6703, 5:62
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IRC Section 6707, 5:86
IRC Section 6707A. See “‘Failure to register or
provide information regarding tax shelters’
under this index heading
IRC Section 6708, 5:106
IRC Section 7206(2), 5:31
Jeopardy assessments, promoter penalties, 5:23
Joint International Tax Shelter Information
Center (JITSIC), 5:25
Knowledge
aiding and abetting understatement of tax,
5:28, 5:38
promoter penalties, 5:9
Listed transactions. See ‘“‘Failure to register or
provide information regarding tax shelters’
under this index heading
MSSP training guides, 5:82
Notice 2009-59, App. 5B
Notice 2010-33, App. SD
Notice of determination of penalty, 10:105
Other penalties
aiding and abetting understatement of tax, 5:40
frivolous tax returns, 5:59
promoter penalties, 5:19
Overvaluation, promoter penalties, 5:12
Prior law, promoter penalties, 5:17
Promoter penalties
generally, 1:30, 5:4 to 5:26
additional penalties, 5:19
administrative procedures, 5:70
amount of penalty, 5:14
appeal and review. See ““Appeal and review”
under this heading
applicability, 5:6, 5:7
assertion of penalties, 5:24
assessment of penalties, 5:22, 5:23
burden of proof, 5:64
collection of penalties, 5:22, 5:68
computation of penalties, 5:14 to 5:16, 5:66
conduct penalized, 5:7
deficiency procedures, 5:63
definition, 5:5
director of practice, 5:26
false statements defined, 5:8
gross income to be derived, 5:15
gross valuation overstatement, 5:12
injunctions. See ‘“‘Injunctions against promot-
ers or aiders and abettors” under this
heading
IRC Section 6659, 5:13
IRC Section 6670, 5:13
IRC Section 6703, 5:62
jeopardy assessments, 5:23

Joint International Tax Shelter Information
Center (JITSIC), 5:25

i

>

Index-60

Tax PENALTIES AND INTEREST

TAX SHELTER PENALTIES—Cont’d
Promoter penalties—Cont’d
materiality, 5:11
other penalties, penalties in addition to, 5:19
overvaluation, 5:12
persons who can be penalized, 5:6
prior law, 5:17
procedure, 5:62 to 5:70
scienter, 5:9
statute of limitations
generally, 5:18
suspension of statute of limitations, 5:69
statutory provisions, 5:4
tax-exempt bonds, 5:20
text of statute, 5:4
transactional computation of penalties, 5:16
types of false statements, 5:10
waiver, 5:21
Purpose of penalties, 5:2
Reduction of penalty, frivolous tax returns, 5:61
Registration of tax shelters
failure to register. See index heading FAILURE TO
REGISTER OR PROVIDE INFORMATION REGARDING
TAX SHELTERS
Regulations. See “Registration of tax shelters”
under this heading
Reportable transactions
disclosure, generally, 5:3
Form 8886- Reportable Transaction Disclosure
Statement, App. 5C
Rescission, failure to register or provide informa-
tion regarding tax shelters, 5:87, 5:97
Return preparer penalties
aiding and abetting understatement of tax, 5:41
coordination with return preparer penalties,
5:41
Revenue Procedure 2007-21, App. SE
Revenue Procedure 2012-43, App. 5F
Sanctions, 5:83
Scienter, promoter penalties, 5:9
SEC disclosure requirements, 5:103
Signatures, frivolous tax returns, failure to sign
jurat, 5:57
Statute of limitations
aiding and abetting. See ““Aiding and abetting
understatement of tax’’ under this heading
failure to register or provide information
regarding tax shelters, 5:100
frivolous tax returns. See ‘““frivolous tax
returns’ under this heading
injunctions against promoters or aiders and
abettors, 5:78
promoter penalties. See ‘“‘Promoter penalties”
under this heading
Stay of proceedings, injunctions against promot-
ers or aiders and abettors, 5:79
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Subordinates, aiding and abetting understatement
of tax, 5:36

Suspension of statute of limitations, 5:69
Tax shelter program

generally, 5:80 to 5:82

MSSP training guides, 5:82

old shelter program, 5:80

present program, 5:81

Tax years, aiding and abetting understatement of
tax, 5:38

Tax-exempt bonds, promoter penalties, 5:20

Training guides, 5:82

Treasury Decision 9686, App. 5G

Understatement of tax. See ““Aiding and abetting
understatement of tax”’ under this heading

Venue, injunctions against promoters or aiders
and abettors, 5:75

Waiver of promoter penalties, 5:21

TAX YEARS

Estimated taxes. See index heading ESTIMATED
TAXES

Tax shelter penalties, aiding and abetting
understatement of tax, 5:38

TAX-EXEMPT BONDS
Promoter penalties, 5:20

TAXPAYER BILL OF RIGHTS 2 (TBR2)

Employment tax penalties, appeal and review,
10:86

Interest, abatement of, 11:49, 11:52

TAXPAYER IDENTIFICATION NUMBER
See index heading IDENTIFICATION NUMBER

TECHNICAL ADVICE PROCEDURES
Generally, 10:17

TEFRA

See index heading Tax EquiTy anp FiscaL
ResponsBILITY AcT oF 1982 (TEFRA)

TENDER
Bad checks, 8:6

TERMINATION ASSESSMENTS
Interest, 11:35

THIRD PARTIES

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

THIRTY DAYS
Information return penalties. See index heading
INFORMATION RETURN PENALTIES
Return preparer penalties, partial payment and
claim within 30 days, 4:96

THRESHOLD

Innocent spouse, eligibility threshold require-
ments for equitable relief, 9:97

TIPS
Information returns, failure to file, 6:108

TOBACCO TAXES
Information returns, failure to file, 6:121

TRADE OR BUSINESS

Information return penalties. See index heading
INFORMATION RETURN PENALTIES

TRAINING GUIDES
Tax shelter penalties, 5:82

TRANSCRIPTS

Employment tax penalties, assessment records on
master file transcript, 10:65

Information return penalties, PMF Civil Penalty
Transcript- IRM Exhibit 20.1.7-7, App. 6F

TRANSFER PRICING PENALTY
See index heading ACCURACY RELATED PENALTIES

TRANSFEREE LIABILITY
Employment tax penalties, 7:66
Interest, 11:12, 11:102 to 11:104

TRANSFERS
Innocent spouse, 9:92
International penalties. See index heading
INTERNATIONAL PENALTIES

Inventory liquidations, last-in, first-out (LIFO),
11:79

TREATIES

International penalties. See index heading
INTERNATIONAL PENALTIES

TRUST FUND RECOVERY PENALTY
See index heading EMPLOYMENT TAX PENALTIES

TRUSTS
Delinquency penalties. See index heading pELIN-
QUENCY PENALTIES
International penalties. See index heading
INTERNATIONAL PENALTIES
Real estate investment trusts (REIT), failure to

pay estimated income tax on REIT
dividends, 2:93

UNAVOIDABLE ABSENCE
Reasonable cause, 9:11

UNDERPAYMENT OF TAX

Accuracy related penalties. See index heading
ACCURACY RELATED PENALTIES

Employment tax penalties, failure to deposit
taxes, 7:147

Estimated taxes. See index heading ESTIMATED
TAXES
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Interest. See index heading INTEREST

UNDERSTATEMENT OF TAX

Accuracy related penalties. See index heading
ACCURACY RELATED PENALTIES

Fraud penalties. See index heading FRAUD PENAL-
TIES

Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

Tax shelter penalties. See index heading Tax
SHELTER PENALTIES

UNDERVALUATION
See index heading ACCURACY RELATED PENALTIES

UNEMPLOYMENT TAXES
Employment tax penalties
employer tax returns, 7:165
interest on underpayment of tax, 11:62
Interest
generally, 11:61

employment tax penalties, underpayment of
tax, 11:62

federal unemployment tax, 11:61
overpayments, interest not paid on, 11:86

UNREALISTIC POSITION

Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

VALUATION

Accuracy related penalties. See index heading
ACCURACY RELATED PENALTIES

International penalties, foreign financial assets,
13:155, 13:166

VENUE

Tax shelter penalties, injunctions against promot-
ers or aiders and abettors, 5:75

VERIFICATION

Return preparer penalties. See index heading
RETURN PREPARER PENALTIES
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VOLUNTARY DISCLOSURE
Sample Form 2848
power of attorney, App. 13T

WAGES

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

WAIVER

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

Information return penalties. See index heading
INFORMATION RETURN PENALTIES

Interest, suspension of, 11:41

Return preparer penalties, waiver of restrictions
on assessment, App. 4C

Tax shelter promoter penalties, 5:21

WILLFUL ACTS

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

Information return penalties, willful failure to
provide W-2, 6:74

Return preparer penalties. See index heading
RETURN PREPARER PENALTIES

Stamp tax, failure to pay, 2:57

WITHHOLDING TAXES

Employment tax penalties. See index heading
EMPLOYMENT TAX PENALTIES

False information, penalty for supplying false
information with respect to withholding,
8:100 to 8:102

Information return penalties. See index heading
INFORMATION RETURN PENALTIES

WORKING CAPITAL LOANS
Employment tax penalties, third-party liability for
wages, 7:120

WORTHLESS CHECKS
See index heading BAD CHECKS

WRITTEN ADVICE
Return preparer penalties. See index heading
RETURN PREPARER PENALTIES



