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Internal	Internal	 RevenueRevenue ServiceService

memorandummemorandum
CC:INTL-0148-95
CC:INTL-0148-95

Brl:WEWilliams
Brl:WEWilliams
 

date:date: APRAPR II 11 19951995 

to:	to:	 Chief,Chief, ExaminationExamination Division
Division
 
AssistantAssistant CommissionerCommissioner (International)
(International)
 

Attn:Attn: VincentVincent CorradoCorrado CP:IN:C:D:EX:HQ:1111
CP:IN:C:D:EX:HQ:1111
 

from:	from:	 Chief,Chief, BranchBranch No.No. 1
1
 
AssociateAssociate ChiefChief CounselCounsel (International)(International) CC:INTL:l
CC:INTL:l
 

subject:	subject:	 RequestRequest f~ngf~ng Rev.Rev. Proc.Proc. 94-6994-69 

Taxpayer:~Taxpayer:~ 

THISTHIS DOCUMENTDOCUMENT INCLUDESINCLUDES STATEMEBTSSTATEMEBTS SUBJECTSUBJECT TOTO THETHE
THISTHISATTORNEY-CLIENTATTORNEY-CLIENT ANDAND WORKWORK PRODUCTPRODUCT PRIVILEGES.PRIVILEGES. 

DOCUMENTDOCUMENT SHOULDSHOULD NOTNOT BEBE DISCLOSEDDISCLOSED TOTO ANYONEANYONE OUTSIDEOUTSIDE THETHE 

INCLUDINGINCLUDING THETHE TAXPAYERTAXPAYER INVOLVED,INVOLVED, ANDAND ITSITS USEUSE WITHINWITHIN
IRS,
IRS,

THETHE IRSIRS SHOULDSHOULD BEBE LIMITEDLIMITED TOTO THOSETHOSE WITHWITH AA NEEDNEED TOTO REVIEW
REVIEW
 

THETHE DOCUMENTDOCUMENT FORFOR USEUSE ININ THEIRTHEIR OWN	OWN	 CASES.
CASES.
 

ThisThis respondsresponds toto youryour requestrequest for	for	 ~nfoFmal~nfoFmal 'advice'advice
6662.6662.concerningconcerning anan issueissue involvinginvolving I.R.C.I.R.C. §§ 

Issue:Issue: 

WhetherWhether aa disclosuredisclosure statementstatement thatthat describesdescribes thethe naturenature 

ofof anan itemitem reportedreported onon aa previously-filedpreviously-filed incomeincome taxtax return,return, 

butbut doesdoes notnot identifyidentify thethe preciseprecise amountamount ofof thethe item,item, 

satisfiessatisfies thethe disclosuredisclosure requirementsrequirements forfor avoidingavoiding thethe sectionsection 

6662{a)6662{a) penaltypenalty forfor negligencenegligence oror substantialsubstantial understatementunderstatement 

ofof incomeincome tax?tax? 

Background:Background: 

is	is	 aa largelarge case,case, coordinatedcoordinated examinationexamination 

It	It	 filesfiles itsits U.S.U.S. incomeincome taxtax returnsreturns onon aa
programprogram taxpayer.taxpayer. 

TheThe returnsreturns inin questionquestion areare for""'"for""'"
calendarcalendar yearyear basis.basis. 

InIn connectionconnection withwith auditaudit ofof thethe FormsForms 1120-F1120-F filedfiled byby 

taxpayer,taxpayer, thethe IRSIRS agentagent requestedrequested thatthat taxpayertaxpayer furnishfurnish Rev.Rev. 
to	to	 thethe extentextent

Pree.Pree. 94-6994-69 statements.statements. AsAs explainedexplained below,
below,
 

thatthat suchsuch statementstatement adequatelyadequately disclosesdiscloses anan item,item, thatthat itemitem is
is
 

notnot takentaken intointo considerationconsideration inin computingcomputing thethe understatementunderstatement 

forfor purposespurposes ofof thethe negligencenegligence andand understatementunderstatement ofof incomeincome 

taxtax penaltiespenalties underunder I.R.C.I.R.C. §§ 6662{b)(1)6662{b)(1) andand (2).(2). InIn response·response· 

toto thethe agent'sagent's requestrequest forfor disclosuredisclosure statements,statements, taxpayertaxpayer
forfor eacheach ofof thethe

submittedsubmitted aa DisclosureDisclosure statement,statement, FormForm 8275,8275, 
discloseddisclosed thethe

threethree years.years. TheThe FormsForms 82758275 forfor 

____ -c-	-c-	 _--...._--.... ____ ...... ~~ 
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same	same	 fourfour items;items; thethe FormForm 82758275 forfor II1IIII1II discloseddisclosed thesethese fourfour 

itemsitems andand alsoalso aa fifthfifth item.item. AsAs requiredrequired byby thethe Form,Form, 

taxpayertaxpayer identifiedidentified thethe lineline onon thethe FormForm 1120-F1120-F onon whichwhich thethe 

item	item	 appeared.appeared. YouYou statestate thatthat forfor oneone oror moremore ofof thethe itemsitems 

taxpayertaxpayer includedincluded thethe entireentire amountamount thatthat appearedappeared onon thethe lineline 

onon thethe FormForm 1120-F1120-F andand notnot justjust thethe amountamount ofof thethe itemitem itself.itself. 

DiscussionDiscussion 

I.R.C.I.R.C. §§ 6662(a)6662(a) imposesimposes aa penaltypenalty ofof 2020 percentpercent onon thethe 

portionportion ofof certaincertain underpayments.underpayments. SubsectionSubsection (b)(b) statesstates thatthat 

thethe penaltypenalty willwill applyapply toto anan underpaymentunderpayment attributableattributable toto 

NegligenceNegligence oror disregarddisregard ofof rulesrules oror regulations.regulations.(1)(1)
(2)	(2)	 AnyAny substantialsubstantial understatementunderstatement ofof incomeincome tax.tax. 

(3)	(3)	 AnyAny substantialsubstantial valuationvaluation misstatementmisstatement underunder chapterchapter 

11 ..
(4)	(4)	 AnyAny substantialsubstantial overstatementoverstatement ofof pension
pension
 

liabilities.
liabilities.

(5)	(5)	 AnyAny substantialsubstantial estateestate oror giftgift taxtax valuationvaluation 

understatement.understatement. 

Apparently,Apparently, anyany underpaymentsunderpayments inin thisthis casecase wouldwould bebe 

attributableattributable toto underpaymentsunderpayments describeddescribed inin sectionsection 6662(b)(1)6662(b)(1) 

and/orand/or (2).(2). 

ForFor purposespurposes ofof sectionsection 6662(b)(1),6662(b)(1), "negligence""negligence" isis 

defineddefined inin sectionsection 6662(c)6662(c) asas includingincluding 

anyany failurefailure toto makemake aa reasonablereasonable attemptattempt toto complycomply withwith 

thethe provisionsprovisions ofof thisthis title,title, andand thethe termterm "disregard""disregard" 

includesincludes anyany careless,careless, reckless,reckless, oror intentionalintentional 

disregard.disregard. 

ForFor purposespurposes ofof sectionsection 6662(b)(2),6662(b)(2), inin thethe casecase ofof aa 

corporationcorporation otherother thanthan anan SS corporationcorporation oror aa personalpersonal holdingholding 

company,company, aa substantialsubstantial understatementunderstatement ofof incomeincome taxtax existsexists 

ifif thethe amountamount ofof thethe understatementunderstatement forfor thethe taxabletaxable yearyear 

of­exceedsexceeds thethe greatergreater of­

(i)(i) 1010 percentpercent ofof thethe taxtax requiredrequired toto bebe shownshown onon thethe 

returnreturn forfor thethe taxabletaxable year,year, oror 

(iii)(iii) $10,000.$10,000. 

I.R.C.I.R.C. §§ 6662(d)(1).6662(d)(1). TheThe termterm "understatement""understatement" isis defineddefined inin 

sectionsection 6662(d)(2)6662(d)(2) asas 
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thethe excessexcess of­of­

(i)(i) thethe amountamount ofof thethe taxtax requiredrequired toto bebe shownshown onon thethe 
returnreturn forfor thethe taxabletaxable year,year, overover 

(ii)(ii) thethe amountamount ofof thethe taxtax imposedimposed whichwhich isis shownshown onon 
thethe return,return, reducedreduced byby anyany rebaterebate (within(within thethe meaningmeaning ofof 
sectionsection 6211(b)(2».6211(b)(2». 

However,However, forfor purposespurposes ofof sectionsection 6i62,6i62, anan understatementunderstatement is
is
 
reduced
reduced
 

byby thatthat portionportion ofof thethe understatementunderstatement whichwhich isis 
attributableattributable to­to­

(i)(i) thethe taxtax treatmenttreatment ofof anyany itemitem byby thethe taxpayertaxpayer ifif 
therethere isis oror waswas substantialsubstantial authorityauthority forfor suchsuch treatment,treatment, 
oror 

(ii)(ii) anyany itemitem if ­if ­

(I)(I) thethe relevantrelevant factsfacts affectingaffecting thethe item'sitem's taxtax 
treatmenttreatment areare adequatelyadequately discloseddisclosed inin thethe 
returnreturn oror inin aa statementstatement attachedattached toto thethe 
return,return, andand 

(II)(II) therethere isis aa reasonablereasonable basisbasis forfor thethe taxtax 
treatmenttreatment ofof suchsuch itemitem byby thethe taxpayer.taxpayer. 

I.R.C.I.R.C. §§ 6662(d)(2)(B).6662(d)(2)(B). 

ForFor purposespurposes ofof returnsreturns filedfiled onon oror beforebefore MarchMarch 14,14, 19941994 
(~Treas.(~Treas. Reg.Reg. §§ 1.6662-7T(a)(2»,1.6662-7T(a)(2», thethe negligencenegligence penaltypenalty 
underunder sectionsection 6662(b)(1)6662(b)(1) isis notnot 

imposedimposed onon anyany portionportion ofof anan underpaymentunderpayment thatthat isis 
attributableattributable toto negligencenegligence oror aa positionposition contrarycontrary toto aa 
rulerule oror regulationregulation ifif thethe positionposition isis discloseddisclosed inin 
accordanceaccordance withwith thethe rulesrules ofof paragraphparagraph (c)(2)(c)(2) ofof thisthis 
sectionsection and,and, inin thethe casecase ofof aa positionposition contrarycontrary toto aa 
regulation,regulation, thethe positionposition representsrepresents aa goodgood faithfaith 
challengechallenge toto thethe validityvalidity ofof thethe regulation.regulation. ThisThis 
disclosuredisclosure exceptionexception doesdoes notnot apply,apply, however,however, inin thethe casecase 
ofof aa positionposition thatthat isis frivolousfrivolous oror wherewhere thethe taxpayertaxpayer 
failsfails toto keepkeep adequateadequate booksbooks andand recordsrecords oror toto 
substantiatesubstantiate itemsitems properly.properly. [Emphasis[Emphasis added.]added.] 
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Treas.Treas. Reg.Reg. §§ 1.6662-3(c)(1).111.6662-3(c)(1).11 SectionSection 1325113251 ofof thethe OmnibusOmnibus
10,10,

BudgetBudget ReconciliationReconciliation ActAct ofof 1993,1993, P.L.P.L. 103-66103-66 (Aug.
(Aug.
 

1993),1993), amendedamended sectionsection 6662(d)(2)(B)6662(d)(2)(B) toto eliminateeliminate the
the
 

"frivolous""frivolous" testtest inin sectionsection 1.6662-3(c)(1)1.6662-3(c)(1) ofof thethe Treasury
Treasury
 

Regulations.Regulations. TheThe ConferenceConference CommitteeCommittee ReportReport includesincludes thethe 

following:following: 

TheThe penaltypenalty forfor negligencenegligence oror disregarddisregard ofof rulesrules oror 

regulationsregulations doesdoes notnot applyapply wherewhere thethe positionposition takentaken isis 

adequatelyadequately disclosed,disclosed, thethe positionposition isis notnot "frivolous","frivolous", 

andand thethe taxpayertaxpayer hashas adequateadequate booksbooks andand recordsrecords andand hashas 

substantiatedsubstantiated itemsitems properlyproperly (Treas.(Treas. Reg.Reg. sec.sec. 1.6662­1.6662­

3(c».3(c». [Footnote[Footnote omitted.]omitted.] 

** ** **
TheThe HouseHouse billbill replacesreplaces thethe "not"not frivolous"frivolous" standardstandard 

withwith aa "reasonable"reasonable basis"basis" standardstandard forfor purposespurposes ofof
.. 

thethe 

accuracy-relatedaccuracy-related andand incomeincome taxtax returnreturn preparerpreparer 
underunder thethe HouseHouse bill,bill, aa taxpayertaxpayer cancan

penalties.penalties. Thus,Thus,
avoidavoid aa substantialsubstantial understatementunderstatement penaltypenalty byby adequatelyadequately 

disclosingdisclosing aa returnreturn positionposition onlyonly ifif thethe positionposition hashas atat 

leastleast aa reasonablereasonable basis.basis. 

** ** ** 
TheThe SenateSenate amendmentamendment isis thethe samesame asas thethe HouseHouse bill,bill, 

exceptexcept thatthat (i)(i) thethe "not"not frivolous"frivolous" standardstandard remainsremains 

applicableapplicable withwith respectrespect toto thethe incomeincome taxtax returnreturn preparerpreparer 

penalpenal tyty ........ 

** ** ** 

TheThe conferenceconference agreementagreement followsfollows thethe Senate
Senate
 

amendmentamendment .
.
 

•• H.R.H.R. No.No. 103-213,103-213, 103d103d Cong.,Cong., 1st1st Sess.Sess. 204-205204-205 (Aug.(Aug. 4,4, 

1993).1993). TheThe changechange fromfrom aa notnot "frivolous""frivolous" toto aa "reasonable
"reasonable
 

basis"basis" testtest isis reflectedreflected inin thethe proposedproposed regulationregulation published
published
 

onon MarchMarch 17,17, 1994.1994. TheThe proposedproposed regulationregulation amendsamends thethe last
last
 

sentencesentence ofof sectionsection 1.6662-3(c)(1)1.6662-3(c)(1) toto readread asas follows:
follows:
 

1994,1994, "[t]he"[t]he penaltypenaltyIIII ForFor returnsreturns filedfiled afterafter MarchMarch 14,14, 

forfor negligencenegligence inin sectionsection 6662(b)(1)6662(b)(1) maymay notnot bebe avoidedavoided byby 
Treas.Treas. Reg.Reg. §§ 1.6662-7T(b).1.6662-7T(b).

disclosuredisclosure ofof aa returnreturn position."position." 

-- -- ---- -- --,--, ...... -,.-.-,.-.~~ 
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ThisThis disclosuredisclosure exceptionexception doesdoes notnot apply,apply, however,however, inin thethe 
casecase ofof aa positionposition thatthat doesdoes notnot havehave aa reasonablereasonable basisbasis 
oror wherewhere thethe taxpayertaxpayer failsfails toto keepkeep adequateadequate booksbooks andand 
recordsrecords oror toto substantiatesubstantiate itemsitems properly.properly. (Emphasis(Emphasis 
added.added. ]] [21[21 ]] 

ForFor purposepurpose ofof thethe negligencenegligence penaltypenalty underunder sectionsection 
6662(b)(1),6662(b)(1), adequateadequate disclosuredisclosure isis aa disclosuredisclosure mademade inin 
accordanceaccordance wiwi thth sectionssections 1.6662-41.6662-4 (( f)f) (( 11 ),), (3),(3), (4)(4) andand (5)(5) 
whichwhich dealdeal withwith thethe substantialsubstantial understatementunderstatement ofof incomeincome taxtax 
penaltypenalty underunder sectionsection 6662(b)(2).3/6662(b)(2).3/ ForFor purposespurposes ofof thethe 
substantialsubstantial understatementunderstatement ofof incomeincome taxtax penalty,penalty, andand thethe 
negligencenegligence penaltypenalty ifif thethe FormsForms 82758275 werewere filedfiled onon oror beforebefore 
MarchMarch 14,14, 1994,1994, 

[d]isclosure[d]isclosure isis adequateadequate withwith respectrespect toto anan itemitem (or(or 
groupgroup ofof similarsimilar items,items, suchsuch asas amountsamounts paidpaid oror incurredincurred 
forfor suppliessupplies byby aa taxpayertaxpayer engagedengaged inin business)business) oror aa 
positionposition onon aa returnreturn ifif thethe disclosuredisclosure isis mademade onon aa 
properlyproperly completedcompleted formform attachedattached toto thethe returnreturn ...... forfor 
thethe taxabletaxable year.year. InIn thethe casecase ofof anan itemitem oror positionposition 
otherother thanthan oneone thatthat isis contrarycontrary toto aa regulation,regulation, 
disclosuredisclosure mustmust bebe mademade onon FormForm 82758275 (Disclosure(Disclosure 
statement)statement) 

Rev.Rev. Proc.Proc. 94-69,94-69, 1994-441994-44 I.R.B.I.R.B. 17,17, allowsallows aa taxpayertaxpayer inin 
thethe CoordinatedCoordinated ExaminationExamination ProgramProgram toto avoidavoid thethe penaltiespenalties 
imposedimposed byby sectionsection 6662{b){1)6662{b){1) andand (2)(2) byby furnishingfurnishing aa 
statementstatement withinwithin 1515 daysdays afterafter requestedrequested byby anan IRSIRS employee.employee. 

2121 Further,Further, Treas.Treas. Reg.Reg. §§ 1.6662-7T(c)1.6662-7T(c) statesstates thethe following:following: 

TheThe penaltiespenalties forfor disregardingdisregarding rulesrules oror regulationsregulations inin 
sectionsection 6662(b)(1)6662(b)(1) andand forfor aa substantialsubstantial understatementunderstatement ofof 
incomeincome taxtax inin sectionsection 6662(b)(2)6662(b)(2) maymay bebe avoidedavoided byby adequateadequate 
disclosuredisclosure ofof aa returnreturn positionposition onlyonly ifif thethe positionposition hashas atat 
leastleast aa reasonablereasonable basis.basis. SeeSee §§§§ 1.6662-3(c)1.6662-3(c) andand 1.6662­1.6662­
4(e)4(e) andand (f)(f) forfor otherother applicableapplicable disclosuredisclosure rules.rules. 
[Emphasis[Emphasis added.]added.] 

JIJI AsAs pointedpointed outout above,above, thethe negligencenegligence penaltypenalty underunder 
sectionsection 6662(b)(1)6662(b)(1) maymay bebe avoidedavoided byby disclosuredisclosure onlyonly forfor returnsreturns 
filedfiled onon oror beforebefore MarchMarch 14,14, 1994.1994. UnderUnder Rev.Rev. Proc.Proc. 94-69,94-69, anan 
adequateadequate disclosuredisclosure statementstatement submittedsubmitted afterafter thethe filingfiling ofof anan 
originaloriginal return,return, andand inin accordanceaccordance withwith thethe revenuerevenue procedure,procedure, isis 
treatedtreated asas anan amendedamended return.return. Thus,Thus, ifif thethe FormsForms 82758275 satisfysatisfy 
thethe requirementsrequirements ofof thethe revenuerevenue procedure,procedure, theythey willwill havehave thethe 
effecteffect ofof reducingreducing anan understatementunderstatement forfor purposespurposes ofof thethe 
negligencenegligence penaltypenalty onlyonly ifif filedfiled onon oror beforebefore MarchMarch 14,14, 1994.1994. 
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AmongAmong
TheThe statementstatement isis treatedtreated asas aa qualifiedqualified amendedamended return.return. 

thethe requirementsrequirements forfor suchsuch aa statementstatement isis thatthat itit includeinclude 

aa descriptiondescription ofof allall itemsitems thatthat wouldwould resultresult inin 

adjustmentsadjustments ifif thethe taxpayer,taxpayer, inin lieulieu ofof furnishingfurnishing aa 

writtenwritten statement,statement, filedfiled aa properlyproperly completedcompleted amendedamended 

return.return. TheThe descriptiondescription ofof anan itemitem isis adequateadequate ifif itit 

consistsconsists ofof informationinformation thatthat reasonablyreasonably maymay bebe expectedexpected 

toto appriseapprise thethe InternalInternal RevenueRevenue ServiceService ofof thethe identityidentity 

ofof thethe item,item, itsits amount,amount, andand thethe naturenature ofof thethe 

controversycontroversy oror potentialpotential controversy.controversy. ForFor example,example, thethe 

statementstatement thatthat certaincertain amountsamounts deducteddeducted asas expensesexpenses 

shouldshould insteadinstead havehave beenbeen capitalizedcapitalized isis adequateadequate onlyonly ifif 

itit refersrefers toto specificspecific accountsaccounts andand amountsamounts recordedrecorded inin 

invoicesinvoices oror journaljournal entries.entries. [Emphasis[Emphasis added.]added.] 

InIn thisthis case,case, taxpayer'staxpayer's statementsstatements onon FormsForms 8275,8275, 

submittedsubmitted atat thethe requestrequest ofof aa revenuerevenue agent,agent, describedescribe thethe 

issuesissues relatedrelated toto eacheach ofof thethe itemsitems forfor whichwhich taxpayertaxpayer intendsintends 

toto makemake aa disclosuredisclosure toto avoidavoid thethe penaltypenalty underunder sectionsection 

YouYou havehave notnot askedasked usus toto commentcomment onon whetherwhether thesethese
6662(a).6662(a).
statementsstatements areare adequateadequate asas toto thethe explanationexplanation ofof thethe 

substantivesubstantive issue.issue. YourYour questionquestion relatesrelates toto thethe factfact thatthat 

withwith respectrespect toto atat leastleast somesome ofof tbetbe itemsitems taxpayertaxpayer hashas notnot 

identifiedidentified thethe preciseprecise amountamount ofof thethe itemitem reportedreported onon itsits 

Rather,Rather, withwith regardregard toto thesethese items,items, taxpayertaxpayer hashas
return.return.
statedstated thethe amountamount asas thethe totaltotal reportedreported onon thethe lineline ofof thethe 

returnreturn onon whichwhich thethe itemitem appears.appears. 

Rev.Rev. Proc.Proc. 94-6994-69 supersededsuperseded Rev.Rev. Proc.Proc. 85-26,85-26, 1985-11985-1 C.B.C.B. 

580,580, whichwhich providedprovided rulesrules forfor disclosuredisclosure statementsstatements fromfrom CEPCEP 

taxpayers.taxpayers. OneOne reasonreason forfor publishingpublishing Rev.Rev. Proc.Proc. 94-6994-69 waswas toto 

correctcorrect aa problemproblem CEPCEP examinersexaminers hadhad identified.identified. TheThe problemproblem 

waswas thatthat somesome CEPCEP taxpayerstaxpayers werewere submittingsubmitting disclosuredisclosure 

statementsstatements thatthat werewere tootoo generalgeneral forfor thethe CEPCEP examinerexaminer toto 

adequatelyadequately identifyidentify thethe itemsitems thatthat thethe taxpayertaxpayer knowsknows havehave notnot 

beenbeen givengiven thethe properproper taxtax treatment.treatment. Thus,Thus, oneone purposepurpose ofof 

Rev.Rev. Proc.Proc. 94-6994-69 isis toto clarifyclarify thatthat aa taxpayer'staxpayer's writtenwritten 

statementstatement willwill notnot constituteconstitute adequateadequate disclosuredisclosure forfor purposespurposes 

ofof thethe revenuerevenue procedure,procedure, unlessunless itit describesdescribes anan itemitem withwith 

sufficientsufficient specificityspecificity toto reasonablyreasonably appriseapprise thethe IRSIRS ofof thethe 
InIn thisthis regard,regard, wewe notenote

identityidentity ofof thethe itemitem andand itsits amount.amount. 

thatthat therethere areare nono exceptionsexceptions describeddescribed inin Rev.Rev. Proc.Proc. 94-69.94-69. 

WhileWhile wewe dodo notnot thinkthink thatthat Rev.Rev. Proc.Proc. 94-6994-69 allowsallows thethe 

IRSIRS toto waivewaive thethe requirementrequirement thatthat aa disclosuredisclosure statementstatement 
thethe revenuerevenue procedureprocedure allowsallows

specifyspecify thethe amountamount ofof anan item,
item,

flexibilityflexibility withwith regardregard toto thethe timetime periodperiod withinwithin whichwhich a
a
 

disclosuredisclosure statementstatement mustmust bebe furnished.furnished. Therefore,Therefore, wewe think
think
 

thatthat inin thethe casecase wherewhere calculationcalculation ofof thethe amountamount ofof anan item
item
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requiresrequires aa time-consumingtime-consuming computation,computation, thethe IRSIRS shouldshould permitpermit 
thethe taxpayertaxpayer sufficientsufficient timetime andand taketake aa liberalliberal approachapproach toto 
thethe timetime limitationslimitations statedstated inin Rev.Rev. Proc.Proc. 94-69.94-69. ThatThat is,is, thethe 
revenuerevenue procedureprocedure requiresrequires thatthat aa disclosuredisclosure statementstatement bebe 
submittedsubmitted withinwithin 1515 daysdays ofof aa requestrequest byby thethe IRSIRS 

(or(or anyany laterlater datedate agreedagreed toto inin writingwriting byby thethe 
appropriateappropriate DistrictDistrict officialofficial uponupon aa showingshowing ofof 
reasonablereasonable cause)cause) ........ 

SeeSee Rev.Rev. Proc.Proc. 94-69,94-69, sees.sees. 3.01(2)3.01(2) andand 5.5. 

Conclusions:Conclusions: 

Rev.Rev. Proc.Proc. 94-6994-69 requiresrequires thatthat thethe amountamount ofof anan itemitem bebe 
listedlisted inin orderorder forfor aa disclosuredisclosure statementstatement toto bebe adequateadequate toto 
avoidavoid thethe accuracy-relatedaccuracy-related penaltiespenalties underunder sectionsection 6662.6662. TheThe 
revenuerevenue procedureprocedure containscontains nono exceptionsexceptions toto thisthis requirement.requirement. 
Therefore,Therefore, whilewhile thethe IRSIRS hashas considerableconsiderable flexibilityflexibility onon thethe 
timetime withinwithin whichwhich informationinformation mustmust bebe submittedsubmitted inin connectionconnection 
withwith aa disclosuredisclosure statement,statement, thethe ServiceService maymay notnot waivewaive thethe 
requirementrequirement thatthat thethe amountamount ofof anan itemitem bebe specificallyspecifically stated.stated. 

IfIf youyou havehave anyany questionsquestions oror ifif wewe cancan bebe ofof furtherfurther 
assistance,assistance, pleaseplease callcall EdEd WilliamsWilliams atat 874-1490.874-1490. 


