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MEMORANDUMMEMORANDUM FORFOR PAULINEPAULINE RIENDEAURIENDEAU 
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ADMINISTRATIONADMINISTRATION OP:EX:ST:I&POP:EX:ST:I&P 
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SUBJECT:	SUBJECT:	 EffectEffect ofof RRARRA 9898 onon InterestInterest andand PenaltyPenalty NoticesNotices 

-----On-JaIy"Zt-;-t999;-ancrAtrgtJ5t-25;-1-999-;-we-met-with-yet:rana-membefs-Gf-yow:-stad-lfff-t--­-----On-JaIy"Zt-;-t999;-ancrAtrgtJ5t-25;-1-999-;-we-met-with-yet:rana-membefs-Gf-yow:-stad-lfff-t--­
toto discussdiscuss thethe Service'sService's effortsefforts toto implementimplement §§§§ 33063306 andand 33083308 ofof thethe InternalInternal 
RevenueRevenue ServiceService RestructuringRestructuring andand ReformReform ActAct ofof 19981998 (RRA(RRA 98).98). SectionsSections 33063306 
andand 33083308 ofof RRARRA 9898 addedadded §§§§ 67516751 andand 6631,6631, respectively,respectively, toto thethe Code.Code. TheseThese 
sectionssections requirerequire thethe ServiceService toto includeinclude certaincertain explanatoryexplanatory informationinformation inin itsits penaltypenalty 
andand interestinterest notices.notices. YouYou havehave requestedrequested ourour assistanceassistance withwith severalseveral issuesissues arisingarising 
underunder RRARRA 98.98. ThisThis respondsresponds toto thethe portionportion ofof youryour requestrequest regardingregarding issuesissues 
arisingarising underunder §§ 66316631 ofof thethe Code.Code. BranchBranch 44 (Income(Income TaxTax && Accounting)Accounting) willwill 
addressaddress issuesissues arisingarising underunder §§ 67516751 inin aa separateseparate memorandum.memorandum. 

ISSUESISSUES 

(1)	(1)	 WhetherWhether thethe provisionsprovisions ofof §§ 66316631 ofof thethe CodeCode applyapply toto employmentemployment taxtax 
noticesnotices andand exciseexcise taxtax noticesnotices issuedissued toto aa solesole proprietor.proprietor. 

(2)	(2)	 HowHow detaileddetailed ofof anan interestinterest computationcomputation mustmust thethe ServiceService provideprovide toto meetmeet thethe 
statutorystatutory requirementsrequirements ofof §§ 6631?6631? 

DISCUSSIONDISCUSSION 
IssueIssue 11 

SectionSection 66316631 ofof thethe CodeCode provides:provides: 

Sec.Sec. 6631.6631. NoticeNotice Requirements.Requirements. 
TheThe SecretarySecretary shallshall includeinclude withwith eacheach noticenotice toto anan individualindividual 

taxpayertaxpayer whichwhich includesincludes anan amountamount ofof interestinterest requiredrequired toto bebe paidpaid byby 
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suchsuch taxpayertaxpayer underunder thisthis titletitle informationinformation withwith respectrespect toto thethe sectionsection ofof 
thisthis titletitle underunder whichwhich thethe interestinterest isis imposedimposed andand aa computationcomputation ofof thethe 
interest.interest. 

YouYou questionquestion whetherwhether aa noticenotice issuedissued toto aa solesole proprietorproprietor regardingregarding hishis oror herher 
employmentemployment taxtax oror exciseexcise taxtax liabilitiesliabilities isis consideredconsidered "notice"notice toto anan individualindividual 
taxpayer"taxpayer" withinwithin thethe meaningmeaning ofof §§ 6631.6631. YouYou indicateindicate thatthat thethe ServiceService distinguishesdistinguishes 
"individual""individual" taxtax liabilitiesliabilities fromfrom "business""business" taxtax liabilities.liabilities. WhileWhile aa solesole proprietor'sproprietor's 
incomeincome taxtax liabilitiesliabilities areare reportedreported underunder hishis oror herher socialsocial securitysecurity numbernumber andand 
recordedrecorded onon thethe Service'sService's "Individual""Individual" MasterMaster FileFile (IMF),(IMF), employmentemployment andand exciseexcise taxtax 
liabilitiesliabilities areare reportedreported underunder thethe solesole proprietor'sproprietor's EmployerEmployer IdentificationIdentification NumberNumber 
(EIN)(EIN) andand recordedrecorded onon thethe Service'sService's "Business""Business" MasterMaster FileFile (BMF).(BMF). TheThe ServiceService 
regularlyregularly usesuses thethe termsterms "individual""individual" andand "business""business" toto distinguishdistinguish aa solesole proprietor'sproprietor's 
variousvarious taxtax liabilities.liabilities. 

WeWe dodo notnot thinkthink thatthat CongressCongress usedused thethe termterm "individual""individual" toto distinguishdistinguish aa solesole 
proprietor'sproprietor's individualindividual incomeincome taxtax liabilityliability fromfrom hishis oror herher "business""business" (Le.,(Le., 

;	 emQ1Qy,mentemQ1Qy,ment andand exciseexcise InIn ourour opinion,opinion, §§ 66316631 usesuses thethe phrasephrase; taxtax liabilities.liabilities. 
"notice"notice toto anan individualindividual taxpayer"taxpayer" toto limitlimit itsits applicationapplication toto taxpayerstaxpayers ww 00 areare naturalnatural 
persons,persons, ratherrather thanthan entities.entities. AsAs usedused inin §§ 6631,6631, thethe termterm "individual""individual" modifiesmodifies thethe 
termterm "taxpayer.""taxpayer." SectionSection 7701(a)(14)7701(a)(14) definesdefines aa taxpayertaxpayer asas ""...... anyany personperson subjectsubject 
toto anyany internalinternal revenuerevenue tax."tax." BecauseBecause §§ 7701(a)(1)7701(a)(1) definesdefines aa personperson asas .......... anan 
individual,individual, aa trust,trust, estate,estate, partnership,partnership, association,association, companycompany oror corporation,"corporation," useuse ofof 
thethe termterm "individual""individual" waswas necessarynecessary ifif CongressCongress intendedintended forfor thethe prOVisionsprOVisions ofof 
§§ 66316631 toto applyapply onlyonly toto non-entities.non-entities. 

AsAs wewe indicatedindicated atat ourour AugustAugust 25,25, 1999,1999, meeting,meeting, wewe concludeconclude thatthat thethe phrasephrase 
"notice"notice toto anan individualindividual taxpayer"taxpayer" asas usedused inin §§ 66316631 includesincludes noticesnotices issuedissued toto aa 
solesole proprietorproprietor regardingregarding employmentemployment andand exciseexcise taxtax liabilities.'liabilities.' Furthermore,Furthermore, asas 
wewe indicatedindicated inin responseresponse toto aa questionquestion raisedraised atat thatthat meeting,meeting, thethe termterm "individual"individual 
taxpayer"taxpayer" doesdoes notnot includeinclude aa decedent'sdecedent's estateestate oror aa trust.trust. Accordingly,Accordingly, thethe 
provisionsprovisions ofof §§ 66316631 dodo notnot applyapply toto noticesnotices issuedissued toto estatesestates oror trusts.trusts. 

IssueIssue 22 

SectionSection 66316631 requiresrequires thethe SecretarySecretary toto provideprovide inin interestinterest noticesnotices 
""...... informationinformation withwith respectrespect toto thethe sectionsection ofof thisthis titletitle underunder whichwhich thethe interestinterest isis 
imposedimposed andand aa computationcomputation ofof thethe interest."interest." TheThe legislativelegislative historyhistory toto §§ 66316631 
providesprovides thatthat thethe ServiceService mustmust provideprovide aa "detailed"detailed computationcomputation ofof thethe interestinterest 

,, ThisThis interpretationinterpretation ofof thethe termterm "individual""individual" asas usedused inin RRARRA 9898 isis consistentconsistent withwith adviceadvice issuedissued byby thethe 
ActingActing AssistantAssistant ChiefChief CounselCounsel (Income(Income TaxTax && Accounting)Accounting) dateddated JuneJune 16.16. 1999,1999, whichwhich heldheld thatthat thethe reductionreduction ofof thethe 
failurefailure toto paypay penaltypenalty duringduring thethe periodperiod ofof anan installmentinstallment agreementagreement underunder §§ 33033303 ofof RRARRA 9898 appliesapplies toto anan 
individual'sindividual's employmentemployment taxtax liabilitiesliabilities asas wellwell asas incomeincome taxtax liabilities.liabilities. 
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chargedcharged andand aa citationcitation toto thethe CodeCode sectionsection underunder whichwhich suchsuch interestinterest isis imposed."imposed." 
SeeSee H.R.H.R. Conf.Conf. Rep.Rep. No.No. 599,599, 105105thth Cong.,Cong., 2d2d Sess.Sess. 260260 (1998).(1998). YouYou askask howhow 
detaileddetailed anan interestinterest computationcomputation mustmust bebe toto meetmeet thethe statutorystatutory requirementsrequirements ofof 
§§ 6631.6631. 

TheThe overridingoverriding purposepurpose ofof §§ 66316631 isis toto provideprovide taxpayerstaxpayers withwith additionaladditional detaildetail toto 
supportsupport thethe amountamount ofof interestinterest charged.charged. BecauseBecause neitherneither thethe statutestatute nornor legislativelegislative 
historyhistory definedefine thethe termterm "computation,""computation," itit isis ourour opinionopinion thatthat thethe ServiceService hashas somesome 
flexibilityflexibility inin determiningdetermining howhow detaileddetailed aa calculationcalculation toto provide.provide. However,However, wewe notenote 
thatthat -the--the- termterm "computation!'--is-generally-understood-as-a-numericaf-or-"computation!'--is-generally-understood-as-a-numericaf-or- mathematicamathematicaII 
calculation,calculation, andand notnot simplysimply aa formulaformula forfor makingmaking suchsuch aa calculation.calculation. SeeSee Webster'sWebster's 
ThirdThird NewNew InternationalInternational DictionaryDictionary (to(to "compute""compute" isis toto determinedetermine oror ascertainascertain byby 
mathematicalmathematical means;means; aa "formula""formula" isis aa setset formform ofof wordswords oror symbolssymbols usedused toto expressexpress 
aa generalgeneral fact,fact, rule,rule, oror principle).principle). Thus,Thus, itit isis ourour opinionopinion thatthat merelymerely prOVidingprOViding thethe 
formulaformula forfor computingcomputing interest,interest, withoutwithout anythinganything more,more, wouldwould notnot constituteconstitute aa 
"computation""computation" withinwithin thethe meaningmeaning ofof §§ 6631.6631. 
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IfIf youyou havehave anyany questions,questions, pleaseplease contactcontact AndrewAndrew KeysoKeyso oror meme atat 622-4910.622-4910. 


