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ThisThis ChiefChief CounselCounsel AdviceAdvice respondsresponds toto youryour requestrequest forfor assistance.assistance. ThisThis adviceadvice maymay 
notnot bebe usedused oror citedcited asas precedent.precedent. 

ISSUEISSUE 

CONCLUSIONCONCLUSION 

ForFor penaltypenalty purposes,purposes, negligencenegligence includesincludes failurefailure toto exerciseexercise ordinaryordinary andand reasonablereasonable 
carecare inin thethe preparationpreparation ofof aa taxtax return.return. RegulationsRegulations underunder sectionsection 66626662 specificallyspecifically statestate 
thatthat negligencenegligence isis stronglystrongly indicatedindicated wherewhere aa taxpayertaxpayer failsfails toto includeinclude onon anan incomeincome taxtax 
returnreturn anan amountamount ofof incomeincome shownshown onon anan informationinformation return.return. AbsentAbsent anyany additionaladditional 
informationinformation submittedsubmitted byby thethe taxpayertaxpayer toto explainexplain whywhy thatthat incomeincome waswas omitted,omitted, itit isis 
appropriateappropriate toto aa II thethe accuracaccurac -related-related enaltenalt forfor nene IiIi enceence toto taxtax aa ersers whowho omitomit 
thatthat income.income. 
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FACTSFACTS 

TheThe AURAUR programprogram isis aa documentdocument matchingmatching programprogram thatthat comparescompares aa taxpayer'staxpayer's returnreturn 
withwith thirdthird partyparty informationinformation returns.returns. IfIf thethe programprogram findsfinds aa discrepancydiscrepancy betweenbetween thethe 
taxpayer'staxpayer's returnreturn andand thethe thirdthird partyparty informationinformation return,return, thethe programprogram calculatescalculates aa 
deficiencdeficienc andand rere aresares aa letterletter toto thethe taxtax aa erer rere uestinuestin anan exex lanationlanation 

LAWLAW ANDAND ANALYSISANALYSIS 

SectionSection 6662(a)6662(a) andand sectionsection 6662(b)(1)6662(b)(1) imposeimpose aa penaltypenalty forfor anyany portionportion ofof 
underpaymentunderpayment ofof taxtax requiredrequired toto bebe shownshown onon thethe returnreturn thatthat isis attributableattributable toto 
negligence.negligence. NegligenceNegligence includesincludes anyany failurefailure toto makemake aa reasonablereasonable attemptattempt toto complycomply 
withwith thethe provisionsprovisions ofof thethe internalinternal revenuerevenue lawslaws oror toto exerciseexercise ordinaryordinary andand reasonablereasonable 
carecare inin thethe preparationpreparation ofof aa taxtax return.return. Treas.Treas. Reg.Reg. §1.6662-3(b)(1).§1.6662-3(b)(1). RegulationsRegulations 
expresslyexpressly statestate thatthat negligencenegligence isis stronglystrongly indicatedindicated wherewhere aa taxpayertaxpayer failsfails toto includeinclude onon 
anan incomeincome taxtax returnreturn anan amountamount ofof incomeincome shownshown onon thethe informationinformation return.return. Treas.Treas. Reg.Reg. 
§1.6662-3(b)(1§1.6662-3(b)(1 )(i).)(i). Accordingly,Accordingly, inin thethe absenceabsence ofof anyany otherother evidenceevidence suggestingsuggesting thatthat 
thethe failurefailure waswas notnot negligent,negligent, itit isis appropriateappropriate toto proposepropose andand subsequentlysubsequently assessassess anan 
accuracy-relatedaccuracy-related penaltypenalty forfor negligencenegligence whenwhen aa taxpayertaxpayer doesdoes notnot includeinclude onon anan incomeincome 
taxtax returnreturn anan amountamount ofof incomeincome shownshown onon anan informationinformation return.return. 

ThisThis writingwriting maymay containcontain privilegedprivileged information.information. AnyAny unauthorizedunauthorized disclosuredisclosure ofof thisthis 
writingwriting maymay undermineundermine ourour abilityability toto protectprotect thethe privilegedprivileged information.information. IfIf disclosuredisclosure isis 
determineddetermined toto bebe necessary,necessary, pleaseplease contactcontact thisthis officeoffice forfor ourour views.views. 

PleasePlease callcall (202)(202) 622-6940622-6940 ifif youyou havehave anyany furtherfurther questions.questions. 


