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SUBJECT:	SUBJECT:	 RRARRA SectionSection 34173417 InterpretationsInterpretations 

ThisThis respondsresponds toto youryour memorandummemorandum dateddated MarchMarch 22,22, 19991999 requestingrequesting ourour viewsviews onon 
thethe extentextent toto whichwhich thethe third-partythird-party noticenotice requirementsrequirements inin I.R.C.I.R.C. §§ 7602(c)7602(c) applyapply toto 
exchanges.exchanges.of-of- informatioA-informatioA-UAder-tax-treaties.UAder-tax-treaties. and.and.tax-infor:matioo-tax-infor:matioo-&XCRanglAe-------&XCRanglAe------- _._. .... .. 
agreements.agreements. YouYou askedasked forfor ourour viewsviews toto assistassist youryour officeoffice inin preparingpreparing answersanswers toto 
questionsquestions thatthat willwill bebe forwardedforwarded toto treatytreaty partnerspartners ~nd~nd laterlater postedposted onon thethe sectionsection 
7602(c)7602(c) website.website. 

TheThe recommendationsrecommendations containedcontained inin thisthis memorandummemorandum areare mademade inin thethe absenceabsence of
of
 
regulationsregulations underunder sectionsection 7602(c).7602(c). SinceSince therethere isis anan openopen projectproject toto draft
draft
 
regulationsregulations underunder thisthis CodeCode section,section, wewe encourageencourage youyou toto identifyidentify any
any
 
administrativeadministrative difficultiesdifficulties thatthat maymay arisearise asas aa consequenceconsequence ofof thethe adviceadvice contained
contained
 
inin thisthis memorandummemorandum asas soonsoon asas possible.possible. ThisThis willwill enableenable ourour officesoffices toto coordinate
coordinate
 
withwith thethe attorneysattorneys assignedassigned toto draftdraft thethe regulationsregulations toto addressaddress youryour concerns.concerns. We
We
 
alsoalso recommendrecommend thatthat thethe OfficeOffice ofof thethe AssistantAssistant ChiefChief CounselCounsel (General(General Litigation)
Litigation)
 
reviewreview youryour answersanswers beforebefore theythey areare forwardedforwarded toto treatytreaty partners.partners. IfIf youyou forwardforward a
a
 
copycopy ofof youryour answersanswers toto thisthis office,office, wewe willwill coordinatecoordinate GeneralGeneral Litigation'sLitigation's review.
review.
 

I.R.C.I.R.C. §§ 7602(c)7602(c) 

SectionSection 7602(c)7602(c) waswas enactedenacted byby sectionsection 3417(a)3417(a) ofof thethe InternalInternal RevenueRevenue ServiceService 
RestructuringRestructuring andand ReformReform ActAct ofof 1998,1998, P.L.P.L. 105-206105-206 (JUly(JUly 22,22, 1998),1998), effectiveeffective forfor 
contactscontacts mademade afterafter 180180 daysdays afterafter JulyJuly 22,1998.22,1998. SectionSection 7602(c)(1)7602(c)(1) imposesimposes thethe 
followingfollowing requirementrequirement onon IRSIRS officersofficers andand employees:employees: 

AnAn officerofficer oror employeeemployee ofof thethe InternalInternal RevenueRevenue ServiceService maymay notnot contactcontact anyany 
personperson otherother thanthan thethe taxpayertaxpayer withwith respectrespect toto thethe determinationdetermination oror collectioncollection 
ofof thethe taxtax liabilityliability ofof suchsuch taxpayertaxpayer withoutwithout providingproviding reasonablereasonable noticenotice inin 
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advanceadvance toto thethe taxpayertaxpayer thatthat contactscontacts withwith personspersons otherother thanthan thethe taxpayertaxpayer 
maymay bebe made.made. 

ParagraphParagraph (2)(2) ofof subsectionsubsection (c)(c) requiresrequires thethe IRSIRS toto provideprovide periodically,periodically, oror uponupon aa 
taxpayer'staxpayer's request,request, aa listlist ofof third-partythird-party contacts.contacts. TheThe requirementsrequirements inin paragraphsparagraphs 
(1)(1) andand (2)(2) dodo notnot apply:apply: 

(a)	(a)	 toto aa contactcontact authorizedauthorized byby thethe taxpayer;taxpayer; 

(b)	(b)	 ifif thethe IRSIRS determinesdetermines forfor goodgood causecause thatthat noticenotice toto thethe taxpayertaxpayer "would"would 
jeopardizejeopardize collectioncollection ofof anyany taxtax oror suchsuch noticenotice maymay involveinvolve reprisalreprisal againstagainst 
anyany person";person"; oror 

(c)	(c)	 withwith respectrespect toto aa pendingpending criminalcriminal investigation.investigation. 

SeeSee I.R.C.I.R.C. §§ '7602(c){3).'7602(c){3). 

Ap[:incatTOn--on.Rt~7662(c)Ap[:incatTOn--on.Rt~7662(c) toto exchangesexchanges ofof informationinformation underunder taxtax treatiestreaties andand 
taxtax informationinformation exchangeexchange agreementsagreements 

'Our'Our commentscomments areare providedprovided afterafter aa recitati'onrecitati'on (in(in boldbold type)type) ofof thethe questionsquestions and·and· 
interpretationsinterpretations containedcontained inin youryour memorandum.memorandum. .. 

1.	1.	 RoutineRoutine ExchangeExchange ofof Information"Information" WouldWould aa routineroutine exchangeexchange ofof 
InformationInformation betweenbetween twotwo competentcompetent authorities,authorities, eithereither outboundoutbound oror 
inbound,inbound, bebe consideredconsidered aa third-partythird-party contactcontact forfor purposespurposes ofof sectionsection 
3417134171 

RoutineRoutine exchangesexchanges ofof informationinformation (automatically(automatically exchanged)exchanged) occuroccur 
betweenbetween competentcompetent authoritiesauthorities inin anan electronicelectronic formatformat withwith nono personalpersonal 
contact.contact. TheThe informationinformation exchangedexchanged routinelyroutinely wouldwould IncludeInclude aa 
taxpayer'staxpayer's name,name, address,address, andand anan amountamount earned,earned, e.g.,e.g., interest.interest. WeWe 
havehave determined,determined, basedbased onon thethe sectionsection 34173417 procedures,procedures, thatthat routineroutine 
exchangesexchanges betweenbetween competentcompetent authoritiesauthorities areare not"not"consideredconsidered third­third­
partyparty contacts,contacts, sincesince thethe actionsactions leadingleading toto routineroutine exchangesexchanges ofof 
informationinformation areare notnot connectedconnected withwith anan IRSIRS examinationexamination oror collectioncollection 
activityactivity ofof thethe taxpayer{s)taxpayer{s) aboutabout whomwhom thethe informationinformation pertains.pertains. TheThe 
sectionsection 34173417 proceduresprocedures issuedissued 12/23/9812/23/98 supportsupport thisthis Interpretation.Interpretation. 

Comments:Comments: WeWe concurconcur withwith youryour viewview thatthat aa routineroutine exchangeexchange ofof information.information. 
whetherwhether outboundoutbound oror inbound,inbound, doesdoes notnot involveinvolve aa third-partythird-party contactcontact forfor purposespurposes ofof 
sectionsection 3417.3417. AnAn outboundoutbound routineroutine exchange:exchange: 
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(a)	(a)	 isis unrelatedunrelated toto thethe determinationdetermination oror collectioncollection ofof aa U.S.U.S. taxtax liability;liability; 

(b)	(b)	 isis notnot mademade byby thethe IRSIRS forfor thethe purposepurpose ofof obtainingobtaining information;information; 

(c)	(c)	 isis mademade automaticallyautomatically andand requiresrequires littlelittle oror nono involvementinvolvement byby anan IRSIRS officerofficer 
oror employee;employee; 

(d)	(d)	 isis notnot thethe typetype ofof contactcontact thatthat CongressCongress intendedintended toto bebe coveredcovered byby thethe third­third­
partyparty noticenotice requirementrequirement inin sectionsection 7602(c).7602(c). InIn thisthis regard,regard, sectionsection 34173417 waswas 
addedadded toto thethe BillBill inin thethe FinanceFinance Committee.Committee. TheThe FinanceFinance CommitteeCommittee ReportReport 
includesincludes thethe followingfollowing withwith respectrespect toto thethe provision:provision: 

TheThe CommitteeCommittee believesbelieves thatthat taxpayerstaxpayers shouldshould bebe notifiednotified 
beforebefore thethe IRSIRS contactscontacts thirdthird partiesparties regardingregarding examinationexamination oror 
collectioncollection activitiesactivities withwith re~pectre~pect toto thethe taxpayer.taxpayer. SuchSuch contactscontacts maymay 
havehave aa chillingchilling effecteffect onon thethe taxpayer'staxpayer's businessbusiness andand couldcould damagedamage 
thethe taxpa~~r'staxpa~~r's reputationreputation inin thethe community.community. 

S.S. Rep.Rep. No.1No.1 05-174,05-174, 105105thth Cong.,Cong., 2d2d Sess.Sess. 7777 (April(April 22,22, 1998).1998). AnAn outboundoutbound 
routineroutine exchangeexchange withwith aa foreignforeign countrycountry ofof informationinformation thatthat isis alreadyalready inin thethe 
possessionpossession ofof thethe IRSIRS cannotcannot havehave anan .adverse.adverse effecteffect onon aa taxpayer'staxpayer's businessbusiness oror 
reputation.reputation. EvenEven wherewhere thethe taxpayertaxpayer maymay havehave businessbusiness transactionstransactions withwith thethe 
foreignforeign government,government, thethe informationinformation exchangeexchange provisionsprovisions inin ourour freatiesfreaties prohibitprohibit thethe 
sharingsharing ofof info~mationinfo~mation receivedreceived withwith anyoneanyone notnot involvedinvolved inin thethe assessment,assessment, 
collection,collection, oror administrationadministration ofof thethe treatytreaty oror aa coveredcovered tax.tax. Thus,Thus, thethe informationinformation 
willwill notnot bebe sharedshared withwith otherother officesoffices oror agenciesagencies withinwithin thethe foreignforeign governmentgovernment thatthat 
maymay havehave businessbusiness transactionstransactions withwith thethe taxpayertaxpayer thatthat areare notnot directlydirectly relatedrelated toto thethe 
substantivesubstantive issuesissues coveredcovered byby thethe treatytreaty (~,(~, thethe procurementprocurement ofof equipmentequipment oror 
servicesservices fromfrom thethe taxpayer).taxpayer). 

Similarly,Similarly, thethe third-partythird-party noticenotice requirementsrequirements inin sectionsection 7602(c)7602(c) areare notnot applicableapplicable toto 
anan inboundinbound routineroutine exchange.exchange. SuchSuch anan exchange:exchange: 

(a)	(a)	 IsIs notnot initiatedinitiated oror mademade byby anan officerofficer oror employeeemployee ofof thethe IRS;IRS; 

(b)	(b)	 isis notnot mademade withwith respectrespect toto aa U.S.U.S. taxpayertaxpayer thatthat hashas beenbeen identifiedidentified byby thethe 
IRSIRS andand forfor whichwhich aa determinationdetermination oror collectioncollection ofof aa U.S.U.S. taxtax liabilityliability isis knownknown 
toto bebe inin process.process. 

2.	2.	 SpontaneousSpontaneous ExchangeExchange ofof InformationInformation -- WouldWould aa spontaneousspontaneous exchangeexchange 
ofof InformationInformation betweenbetween twotwo competentcompetent authorities,authorities, eithereither InboundInbound oror 
outbound,outbound, bebe consideredconsidered aa third-partythird-party contact?contact? 
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A.A. OutboundOutbound spontaneousspontaneous exchangeexchange ofof information·information· ThisThis isis informationinformation 
sentsent byby thethe UnitedUnited StatesStates (unsolicited)(unsolicited) toto aa treatytreaty oror TIEATIEA partner.partner. TheThe 
informationinformation isis obtainedobtained duringduring anan examinationexamination ofof aa specifiedspecified U.S.U.S. 
taxpayer.taxpayer. TheThe informationinformation exchangedexchanged maymay includeinclude informationinformation aboutabout aa 
U.S.U.S. taxpayer,taxpayer, butbut thethe informationinformation exchangedexchanged withwith thethe treatytreaty oror TIEATIEA 
partnerpartner isis aboutabout aa foreignforeign personperson thatthat isis notnot thethe subjectsubject ofof anan 
examinationexamination oror collectioncollection actionaction byby thethe IRS.IRS. 

WeWe havehave determineddetermined thatthat thisthis typetype ofof exchangeexchange ofof informationinformation shouldshould 
notnot bebe consideredconsidered aa third-partythird-party contactcontact asas thethe informationinformation providedprovided toto aa 
treatytreaty oror TIEATIEA partnerpartner IsIs aboutabout aa taxpayertaxpayer inin theirtheir taxingtaxing jurisdiction.jurisdiction. 
TheThe sectionsection 34173417 proceduresprocedures issuedissued 12/23/98,12/23/98, thethe tabletable ofof changeschanges 
issuedissued 1/15/991/15/99 nornor versionversion 3/10/99,3/10/99, dodo notnot addressaddress thisthis typetype ofof 
exchange,exchange, butbut shouldshould becausebecause thisthis typetype ofof exchangeexchange isis notnot 
determinativedeterminative ofof aa taxtax liability.liability. 

CommenTs:CommenTs: WeWe concuconcu rr witnyourwitnyour vl~wvl~w thatarroutbottnd-spontaneous-exchafl~e-ef-fthatarroutbottnd-spontaneous-exchafl~e-ef-f-- ­-- ­
informationinformation doesdoes notnot involveinvolve aa third-partythird-party contactcontact forfor purposespurposes ofof sectionsection 3417.3417. AnAn 
outboundoutbound spontaneousspontaneous exchange:exchange: 

(a)	(a)	 isis unrelatedunrelated toto thethe determinationdetermination oror collectioncollection ofof aa U.S.U.S. taxtax liability;liability; 

(b)	(b)	 isis notnot mademade forfor thethe purposepurpose ofof obtainingobtaining information;information; 

(c)	(c)	 isis notnot thethe typetype ofof contactcontact th~tth~t CongressCongress waswas concernedconcerned aboutabout (i.e.,(i.e., aa contactcontact 
thatthat couldcould havehave I'I'aa chillingchilling effecteffect onon thethe taxpayer'staxpayer's businessbusiness andand couldcould 
damagedamage thethe taxpayer'staxpayer's reputationreputation inin thethe community.community. It)It) 

B.B. InboundInbound spontaneousspontaneous exchangeexchange ofof information·information· ThisThis IsIs InformationInformation 
receivedreceived fromfrom aa treatytreaty oror TIEATIEA partnerpartner (unsolicited)(unsolicited) aboutabout aa taxpayertaxpayer 
(U.S.)(U.S.) andand IsIs notnot thethe subjectsubject ofof anan examinationexamination oror collectioncollection actionaction byby 
thethe foreignforeign country.country. TheThe 34173417 proceduresprocedures issuedissued 12/23/9812/23/98 supportsupport thethe 
InterpretationInterpretation thatthat thisthis typetype ofof exchangeexchange of-of- information-wouldinformation-would notnot bebe 
consideredconsidered aa third-partythird-party contact.contact. 

However,However, anan outboundoutbound spontaneousspontaneous exchangeexchange ofof InformationInformation (from(from thethe 
UnitedUnited StatesStates toto aa treatytreaty oror TIEATIEA partner)partner) shouldshould bebe nono differentdifferent thanthan 
unsolicitedunsolicited informationinformation receivedreceived (Inbound)(Inbound) fromfrom aa foreignforeign country.country. TheThe 
veryvery naturenature ofof thisthis typetype ofof activityactivity isis toto 'exchange'exchange informationinformation betweenbetween 
competentcompetent authoritiesauthorities becausebecause eithereither thethe UnitedUnited StatesStates oror thethe foreignforeign 
countrycountry hashas uncovereduncovered aa potentialpotential taxtax compliancecompliance problemproblem thatthat isis notnot 
determinativedeterminative ofof aa taxtax liabilityliability atat thethe timetime thethe informationinformation isis exchanged.exchanged. 
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Comments:Comments: WeWe concurconcur withwith youryour viewview thatthat anan inboundinbound spontaneousspontaneous exchangeexchange ofof 
informationinformation doesdoes notnot involveinvolve aa third-partythird-party contactcontact forfor purposespurposes ofof sectionsection 3417.3417. AnAn 
inboundinbound spontaneousspontaneous exchange:exchange: 

(a)	(a)	 isis notnot initiatedinitiated oror mademade byby anan officerofficer ofof employeeemployee ofof thethe IRS;IRS; 

(b)	(b)	 isis notnot mademade withwith respectrespect toto aa U.S.U.S. taxpayertaxpayer thatthat hashas beenbeen identifiedidentified byby thethe 
IRSIRS andand forfor whichwhich aa determinationdetermination oror collectioncollection ofof aa U.S.U.S. taxtax liabilityliability isis 'known'known 
toto bebe inin process;process; 

(c)	(c)	 isis notnot thethe typetype ofof contactcontact thatthat CongressCongress waswas concernedconcerned aboutabout (I.e.,(I.e., aa contactcontact 
thatthat couldcould havehave ""aa chillingchilling effecteffect onon thethe taxpayer'staxpayer's businessbusiness andand couldcould 
damagedamage thethe taxpayer'staxpayer's reputationreputation inin thethe community.")community.") 

3.	3.	 SpecificSpecific RequestsRequests toto ExchangeExchange InformationInformation -- WouldWould aa specificspecific outboundoutbound 
requestrequest (request(request mademade byby thethe UnitedUnited StatesStates to'to' aa treatytreaty oror TIEATIEA partner)partner) 
to'to' ex-chang'e-ex-chang'e- tnform"aUon-tnform"aUon- be-be- conscons ide-recrathirct=party"co'nta'ctide-recrathirct=party"co'nta'ct fo..-·-fo..-·- -- --.... -_.-.-_.-. .. 
purposespurposes ofof sectionsection 3417134171 

ThisThis exchangeexchange ofof informationinformation activityactivity hashas beenbeen interpretedinterpreted asas aa third­third­
partyparty contactcontact ifif thethe informationinformation requestedrequested fromfrom thethe treatytreaty oror TIEATIEA 
partnerpartner isis moremore thanthan verificationverification ofof aa taxpayer'staxpayer's addressaddress oror locationlocation ofof 
assets.assets. However,However, somesome ofof thethe informationinformation obtainedobtained fromfrom aa treatytreaty 
partnerpartner isis notnot consideredconsidered determinativedeterminative ofof aa taxtax liability,liability, ratherrather thethe 
informationinformation soso requestedrequested isis moremore appropriatelyappropriately defineddefined asas backgroundbackground 
information,information, e.g.,e.g., worldwideworldwide organizationorganization chartchart structuresstructures ofof aa U.S.U.S. 
multinationalmultinational taxpayertaxpayer thatthat maymay havehave affiliatesaffiliates (CFCs)(CFCs) locatedlocated inin thethe 
foreignforeign country,country, financials,financials, locationlocation ofof assets,assets, documentationdocumentation ofof 
businessbusiness transactions,transactions, etc.etc. InIn ourour opinion,opinion, thethe outboundoutbound specificspecific 
requestrequest toto thethe foreignforeign countrycountry isis duringduring anan openopen examinationexamination beforebefore anyany 
determinationdetermination asas toto thethe taxpayer'staxpayer's liabilityliability hashas beenbeen made.made. TheThe 
informationinformation exchangedexchanged maymay leadlead toto aa determinationdetermination ofof aa taxtax liability,liability, butbut 
CItCIt thethe timetime thethe specificspecific requestrequest maymay bebe mademade toto thethe foreignforeign countrycountry 
(treaty(treaty oror TIEATIEA partner)partner) thethe examinationexamination wouldwould bebe InIn moremore ofof aa factfact 
findingfinding stage.stage. 

WeWe areare ofof thethe opinionopinion thatthat aa distinctiondistinction shouldshould bebe mademade withwith respectrespect toto 
thethe outboundoutbound specificspecific requestsrequests mademade byby thethe UnitedUnited StatesStates toto aa treatytreaty oror 
TIEATIEA partner,partner, eithereither throughthrough thethe CompetentCompetent Authority'sAuthority's officeoffice oror throughthrough 
thethe RevenueRevenue ServiceService Representative'sRepresentative's (RSR)(RSR) officeoffice locatedlocated InIn aa foreignforeign 
post.post. TheseThese requestsrequests areare currentlycurrently consideredconsidered third-partythird-party contactscontacts 
relatedrelated toto anan openopen examinationexamination -- 1)1) requestrequest mademade toto thethe CompetentCompetent 
AuthorityAuthority oror RSRRSR toto securesecure pUblicpUblic informationinformation thatthat isis foreignforeign sourcedsourced 
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InformationInformation withwith nono contactcontact withwith thethe treatytreaty oror TIEATIEA partner,partner, andand 2)2) 
requestrequest mademade toto CompetentCompetent AuthorityAuthority oror RSRRSR wherewhere thethe CompetentCompetent 
AuthorityAuthority oror RSRRSR mustmust contactcontact thethe treatytreaty oror TIEATIEA partnerpartner toto obtainobtain thethe 
information.information. WeWe feelfeel thatthat anan outboundoutbound requestrequest mademade forfor thethe purposepurpose ofof 
obtainingobtaining publicpublic informationinformation shouldshould notnot bebe consideredconsidered aa third-partythird-party 
contact.contact. 

Comments:Comments: WhileWhile wewe thinkthink therethere isis somesome doubtdoubt thatthat CongressCongress intendedintended contactscontacts 
withwith foreignforeign governmentsgovernments toto bebe withinwithin thethe purviewpurview ofof sectionsection 7602(c),7602(c), inin thethe 
absenceabsence ofof regulationsregulations exceptingexcepting contactscontacts withwith foreignforeign governments,governments, itit isis ourour viewview 
thatthat anan outboundoutbound specificspecific request,request, relatingrelating toto anan identifiedidentified taxpayer,taxpayer, isis aa third-partythird-party 
contactcontact forfor purposespurposes ofof sectionsection 7602(c).7602(c). 

WeWe disagreedisagree withwith youryour conclusionconclusion thatthat aa distinctiondistinction maymay bebe mademade betweenbetween aa 
requestrequest forfor "background"background information"information" andand informationinformation thatthat isis determinativedeterminative ofof aa U.S.U.S. 
taxtax liability.liability. YouYou suggestsuggest thatthat aa requestrequest forfor backgroundbackground informationinformation relatingrelating toto anan 
identifiedidentified taxpayerwottlctl1ottaxpayerwottlctl1ot be-a-thfnt-:pa-rty-contact-fOlsectionbe-a-thfnt-:pa-rty-contact-fOlsection TSft2(cjpurposesTSft2(cjpurposes............------
UnderUnder bilateralbilateral taxtax treaties,treaties, thethe U.S.U.S. competentcompetent authorityauthority maymay requestrequest informationinformation 
relevantrelevant toto thethe administrationadministration ofof thethe treatytreaty oror toto thethe administrationadministration ofof aa domesticdomestic taxtax 
thatthat isis coveredcovered byby thethe treaty.treaty. WithWith respectrespect toto taxtax informationinformation exchangeexchange 
agreements,agreements, informationinformation maymay bebe requestedrequested toto administeradminister andand enforceenforce thethe domesticdomestic 
taxtax lawslaws ofof thethe contractingcontracting StatesStates concerningconcerning taxestaxes coveredcovered byby thethe TIEA,TIEA, WhenWhen 
informationinformation isis requestedrequested byby thethe UnitedUnited StatesStates forfor aa specific,specific, namednamed taxpayer,taxpayer, thethe 
purposepurpose isis thethe determinationdetermination oror collectioncollection ofof aa U.S.U.S. taxtax liabilityliability inin accordanceaccordance withwith 
thethe treatytreaty oror thethe domesticdomestic lawslaws ofof thethe UnitedUnited StatesStates whetherwhether oror notnot thethe IRSIRS 
ultimatelyultimately decidesdecides toto pursuepursue aa particularparticular issueissue oror examination.examination. Thus,Thus, wewe thinkthink itit 
wouldwould bebe difficultdifficult toto defenddefend aa positionposition thatthat aa specificspecific requestrequest forfor backgroundbackground 
informationinformation inin connectionconnection withwith aa namednamed taxpayertaxpayer isis notnot inin connectionconnection withwith thethe 
determinationdetermination oror collectioncollection ofof aa federalfederal tax.tax. 

YouYou alsoalso distinguishdistinguish requestsrequests mademade toto aa RevenueRevenue ServiceService RepresentativeRepresentative toto obtainobtain 
publicpublic informationinformation thatthat doesdoes notnot requirerequire contactcontact withwith aa foreignforeign competentcompetent authorityauthority 
fromfrom requestsrequests thatthat requirerequire aa contactcontact withwith thethe competentcompetent authority-of-a-treaty-or-TIEA-­authority-of-a-treaty-or-TIEA-­
country.country. YouYou concludeconclude thatthat thethe formerformer isis notnot aa third-partythird-party contactcontact forfor purposespurposes ofof 
sectionsection 7602(c).7602(c). ItIt isis ourour viewview thatthat thethe formerformer isis notnot aa treatytreaty requestrequest atat allall and,and, 
thus,thus, shouldshould notnot bebe includedincluded inin thethe answeranswer toto thethe questionquestion posedposed above.above.11// 

1/1/ ForFor youryour information,information, thethe multifunctionmultifunction sectionsection 7602(c)7602(c) workingworking groupgroup hashas 
concludedconcluded tbattbat anan IRSIRS employeeemployee doesdoes notnot makemake aa third-partythird-party contactcontact underunder sectionsection 
7602(c)7602(c) wherewhere thatthat employeeemployee seeksseeks informationinformation fromfrom aa publiclypublicly availableavailable source,source, 
providedprovided thatthat thethe employeeemployee doesdoes notnot identifyidentify himselfhimself oror herselfherself asas anan IRSIRS employeeemployee andand 

third­thethe employeeemployee cannotcannot bebe directlydirectly oror indirectlyindirectly identifiedidentified asas anan IRSIRS employeeemployee byby thethe third­
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moremore thanthan 11 month,month, withwith anan additionaladditional 0.50.5 percentpercent forfor eacheach additionaladditional monthmonth oror fractionfraction 
thereofthereof duringduring whichwhich suchsuch failurefailure continues,continues, notnot exceedingexceeding 2525 percentpercent inin thethe aggregate.aggregate. 

SectionSection 66516651 (a)(3)(a)(3) ofof thethe CodeCode imposesimposes forfor aa penaltypenalty forfor failurefailure toto paypay anyany amountamount 
inin respectrespect ofof anyany taxtax requiredrequired byby bebe shownshown onon aa return,return, whichwhich isis notnot soso shown,shown, withinwithin 2121 
calendarcalendar daysdays fromfrom thethe datedate ofof noticenotice andand demanddemand therefortherefor (10(10 businessbusiness daysdays ifif thethe 
amountamount forfor whichwhich suchsuch noticenotice andand demanddemand isis mademade equalsequals oror exceedsexceeds $100,000),$100,000), unlessunless itit 
isis shownshown thatthat suchsuch failurefailure isis duedue toto reasonablereasonable causecause andand notnot duedue toto willfulwillful neglect.neglect. TheThe 
amountamount ofof thethe penaltypenalty isis 0.50.5 percentpercent ofof thethe amountamount ofof suchsuch taxtax ifif thethe failurefailure isis forfor notnot moremore 
thanthan 11 month,month, withwith anan additionaladditional 0.50.5 percentpercent forfor eacheach additionaladditional monthmonth oror fractionfraction thereofthereof 
duringduring whichwhich suchsuch failurefailure continues,continues, notnot exceedingexceeding 2525 percentpercent inin thethe aggregate.aggregate. 

SectionSection 33033303 ofof RRARRA 9898 addedadded §§ 66516651 (h)(h) toto thethe CodeCode toto provideprovide thatthat thethe penaltypenalty 
forfor failurefailure toto paypay taxestaxes underunder §§ 66516651 (a)(2)(a)(2) andand (a)(3)(a)(3) isis reducedreduced withwith respectrespect toto thethe taxtax 
liabilityliability ofof anan individualindividual forfor anyany monthmonth inin whichwhich anan installmentinstallment paymentpayment agreementagreement underunder 
§§ 61596159 isis inin effect,effect, providedprovided thethe individualindividual filedfiled thethe taxtax returnreturn thatthat generatedgenerated thethe liabilityliability in.ain.a 
timelytimely mannermanner (including(including extensions),extensions), andand thethe individualindividual hashas notnot receivedreceived aa noticenotice asas 
providedprovided byby §§ 63316331 (d).(d). TheThe reduetionreduetion inin thethe amountamount ofof thethe penaltypenalty duringduring thethe installmentinstallment 
agreementagreement periodperiod isis fromfrom 0.50.5 percentpercent toto 0.250.25 percentpercent perper month.month. 

SinceSince therethere areare nono regulationsregulations forfor §§ 66516651 (h)(h) ofof thethe CodeCode andand becausebecause §§ 66516651 (h)(h) 
doesdoes notnot directlydirectly statestate thatthat thethe reductionreduction ofof thethe failurefailure toto paypay penaltypenalty appliesapplies toto anan 
individual'sindividual's businessbusiness liability,liability, itit isis necessarynecessary toto looklook atat thethe congressionalcongressional intentintent behindbehind thethe 
enactmentenactment ofof §§ 66516651 (h).(h). TheThe directdirect legislativelegislative historyhistory forfor §§ 66516651 (h)(h) doesdoes notnot revealreveal anyany 
insightinsight intointo whetherwhether anan individual'sindividual's businessbusiness liabilityliability isis includedincluded underunder §§ 66516651 (h).(h). However,However, 
sectionsection 3467(b)3467(b) ofof RRARRA 9898 addedadded §§ 6159(c)6159(c) toto thethe CodeCode toto provideprovide thatthat inin thethe casecase ofof anan 
individual'sindividual's liabilityliability forfor taxtax underunder subtitlesubtitle A,A, thethe ServiceService must,must, atat thethe optionoption ofof thethe taxpayer,taxpayer, 
enterenter intointo anan agreementagreement toto acceptaccept thethe paymentpayment ofof suchsuch taxtax inin installments,installments, whenwhen certaincertain 
requirementsrequirements areare met.met. 

WeWe concludeconclude thatthat basedbased onon thethe plainplain languagelanguage ofof thethe statute,statute, §§ 66516651 (h)(h) appliesapplies toto 
anyany tax,tax, includingincluding taxestaxes underunder subtitlesubtitle C.C. ThisThis argumentargument isis supportedsupported byby thethe factfact thatthat 
§§ 6159(c)6159(c) specificallyspecifically statesstates thatthat itit isis limitedlimited toto anan individual'sindividual's liabilityliability underunder subtitlesubtitle A.A. IfIf 
CongressCongress wantedwanted §§ 66516651 (h)(h) toto bebe limitedlimited inin thethe samesame mannermanner asas §§ 6159(c),6159(c), itit wouldwould havehave 
providedprovided thethe samesame languagelanguage inin §§ 66516651 (h).(h). 

ItIt couldcould bebe arguedargued thatthat sincesince bothboth §§ 66516651 (h)(h) andand §§ 6159(c)6159(c) ofof thethe CodeCode werewere addedadded 
byby RRARRA 9898 toto encourageencourage thethe useuse ofof installmentinstallment agreementsagreements for-for- iAdividuals,iAdividuals, byby easingeasing thethe 
burdenburden onon taxpayerstaxpayers whowho cannotcannot affordafford toto paypay theirtheir entireentire taxtax billbill atat oneone time,time, theythey shouldshould 
bothboth bebe limitedlimited toto taxestaxes underunder subtitlesubtitle A.A. TheThe omissionomission ofof languagelanguage referringreferring toto subtitlesubtitle AA 
inin §§ 66516651 (h)(h) waswas merelymerely anan oversightoversight byby Congress.Congress. 
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InIn addition,addition, employmentemployment taxestaxes includeinclude trusttrust fundfund taxes.taxes. ThusThus itit isis unlikelyunlikely thatthat 
CongressCongress intendedintended forfor employmentemployment taxes,taxes, whichwhich areare collectedcollected fromfrom employeeemployee wageswages andand 
paidpaid onon behalfbehalf ofof employees,employees, toto bebe includedincluded underunder §§ 6651(h).6651(h). 

However,However, wewe believebelieve thethe argumentargument thatthat §§ 66516651 (h)(h) ofof thethe CodeCode doesdoes applyapply toto allall ofof 
anan individual'sindividual's taxtax liabilities,liabilities, includingincluding anan individual'sindividual's businessbusiness liabilitiesliabilities andand trusttrust fundfund 
liabilitiesliabilities underunder subtitlesubtitle C,C, reachesreaches thethe betterbetter conclusion.conclusion. TheThe decisiondecision ofof CongressCongress notnot toto 
provideprovide aa limitationlimitation toto anan individual'sindividual's liabilityliability underunder §§ 66516651 (h)(h) isis evidentevident byby thethe factfact thatthat 
CongressCongress specificallyspecifically limitedlimited §6159(c)§6159(c) toto onlyonly anan individual'sindividual's liabilityliability underunder subtitlesubtitle A,A, 
relatingrelating toto incomeincome tax.tax. Thus,Thus, takentaken inin contextcontext ofof otherother provisionsprovisions enactedenacted byby RRARRA 98,98, suchsuch 
asas §§ 6159(c),6159(c), §§ 6651(h)6651(h) isis notnot limitedlimited toto anan individual'sindividual's liabilityliability underunder subtitlesubtitle A.A. 

IfIf youyou havehave anyany questionsquestions oror concernsconcerns regardingregarding thisthis response,response, pleaseplease contactcontact BradBrad 
TaylorTaylor atat (202)622-4940.(202)622-4940. 
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