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Earning CPE 

Disable all pop-up blockers 

Any answer counts towards CPE credit 

Earn credit by responding to 75% of 
these pop-ups 

Click the orange CPE button at the end 
of this webcast 

A post event email with CPE information 
will be sent to you 

 
Per NASBA, you cannot earn CPE credit by watching the archive of this webcast. 
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Presenter
Presentation Notes
Click “Title” SlideHello. My name is (state your name, title and where your work). This webcast is entitled, (state webcast title). Before we begin let’s discuss how to better use this webcast platform. Click “Earning CPE” SlideFirst, take special notice of the toolbar located at the bottom of your screen. These tools will help you interact with today’s speakers and technical support team.To earn CPE credit, you are required to click 75% of the GREEN checks that will pop up on your screen. Insure your ability to receive these checks by disabling all the pop up blockers on your computer.  Once you have responded to 75% of these random attendance checks, you will be able to access your CPE certificate by clicking the orange “Get CPE” button. This button has been highlighted in red above. If you are eligible for but unable to print your CPE certificate at the end of this event, don’t worry, you will receive a post event email complete with links to your CPE certificate and to the archive of this webcast. Remember, per NASBA, you cannot earn CPE by watching the archive of any AICPA webcast. 
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More Helpful Hints 

Adjust your volume 
• Be sure your computer’s sound is turned on. 
• Click this blue button. Slide the control to the left or right to fit 

your needs. 

Ask your questions 
• Feel free to submit content-related questions to the speaker(s) by 

clicking this red button.  
• Someone is available to assist with your technology and CPE-

related questions.  

Download your materials 
• Access today’s slides and learning materials by clicking this green 

‘Resources’ button at any time during this presentation. 
• If you need help accessing these materials, send a message 

through the Q&A application. Cap
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Presenter
Presentation Notes
“Click More Helpful Hints Slide”To adjust your volume make sure the sound on your computer is turned up. If you need to adjust the volume on this webcast’s platform, you may do so by clicking this blue volume button and by sliding the control to the left or right for the sound level that best suits your needs. Use this red “Q&A” button to submit content related questions to our speakers. You may also use this application to reach a webcast producer with technology and CPE related questions. For your convenience, course slides and additional materials are available for you to download now. To access these materials, click the green resources button.Lastly, feel free to minimize, maximize or drag any of these individual applications to enhance your learning experience. 



American Institute of CPAs® 

Today’s Speakers 
Drita Tonuzi 

Associate Chief Counsel 
IRS Office of Associate Chief Counsel, Procedure & Administration 

 
Brendan O’Dell  

Attorney-Advisor  
Office of Tax Policy, U.S. Department of Treasury 

 
Charles Ruchelman 

Member  
Caplin & Drysdale, Washington, D.C.  
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Outline 
Reason for Change  
Overview of Statutory Provisions 
Notice 2016-23 and Regulation Project 
Blue Book Insights  
Benefits of Paying at Partnership Level  
Specific Questions For Practitioners 
IRS Enforcement Issues  
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Reason for Change  
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Reason for Change  
 

Examination  Returns Examined  Returns Filed in Prior CY  Coverage Rates  

Small Corp 
Returns 

FY 2013 17,604 1,849,758 0.95% 
FY 2014  17,257 1,812,140 0.95% 

FY 2015  16,460 1,797,366 0.92% 

Large Corp 
Returns  

FY 2013  9,876 62,347 15.84% 

FY 2014  7,858 64,261 12.23% 

FY 2015  7,410 66,484 11.15% 

Subchapter S 
Returns   

FY 2013  18,670 4,476,307 0.42% 

FY 2014  16,317 4,518,765 0.36% 

FY 2015 18,595 4,605,766 0.40% 

Partnership 
Returns  

FY 2013  14,870 3,550,071 0.42% 

FY 2014  15,779 3,649,385 0.43% 

FY 2015 19,212 3,766,567 0.51% 
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Reason for Change  
 

Returns Examined  Returns Filed in Prior CY  Coverage Rates  

FY 2006  9,752 2,720,290 0.36% 

FY 2007  12,195 2,934,597 0.42% 

FY 2008  13,203 3,146,994 0.42% 

FY 2009  12,855 3,348,845 0.38% 

FY 2010  12,406 3,423,583 0.36% 

FY 2011  13,770 3,434,905 0.40% 

FY 2012  16,691 3,524,808 0.47% 

FY 2013  14,870 3,550,071 0.42% 

FY 2014  15,779 3,649,385 0.43% 

FY 2015  19,212 3,766,567 0.51% 
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Reason for Change  
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Reason for Change  
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Reason for Change  
 

• Proliferation of Partnerships and LLCs 
• TEFRA Complexity  
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•  TEFRA Repealed 
− Bipartisan 

Budget Act of 
2015 

TEFRA  
RIP 

Overview of Statutory Provisions 
 

9 
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• New Terms of Art 
− Partnership Representative 
− Imputed Underpayment 
− Reviewed Year 
− Adjustment Year 

• New Tax Collection Concepts 
− Collecting from Partnership – Default 

 Partner Amended Returns within 270 Days of Notice of 
Proposed Adjustment 

− Election to Push Adjustments out to Partners within 45 Days of 
Final Notice 

− Revised K-1 Procedure within 45 Days of Final Notice 
 “Special” K-1 
 “Push Out” 

Overview of Statutory Provisions 
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• New Terms of Art 
− Partnership Representative (section 6223) 
 Party selected to represent partnership before IRS and 

make tax decisions 
 Sole authority 
 Not required to be a partner 
 Person with substantial presence in the U.S. (under 

section 7701(a)(1)), includes individual, trust, estate, 
partnership, association, company, or corporation 

 IRS will appoint if partnership does not 
 Unlike TEFRA, partners do not have the right to 

participate in the proceedings or receive notice of 
proceedings from IRS. Section 6231. 

Overview of Statutory Provisions 

11 



American Institute of CPAs® 

• New Terms of Art 
− Partnership Representative 
− Imputed Underpayment – Net non-favorable adjustments to 

partnership tax year multiplied by the highest applicable tax 
rate 

− Reviewed Year (section 6225(d)(1)) – Partnership tax year 
under audit. 

− Adjustment Year (section 6225(d)(2)) – Year in which the 
adjustment for the reviewed year is made 
 Year in which partnership adjustment becomes final under 

a court decision 
 Year in which adjustment is made pursuant to an 

administrative adjustment request 
 Year in which final partnership adjustment (FPA) is made 

(all other cases) 
− Statute of Limitations on Assessment – only determined at the 

partnership level. Section 6235. 

Overview of Statutory Provisions 
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• Collecting from Partnership – Default (section 6225) 
− As under TEFRA, tax adjustments will continue to be made at 

the partnership level. 
− However, unlike under TEFRA, unless a partnership is eligible 

to make an election and does in fact make the election, the tax 
attributable to an adjustment, and related interest and 
penalties, will be collected at the partnership level. 

− When the IRS makes a tax adjustment, the partnership’s 
current partners (the “adjustment year” partners) will 
effectively pay the tax for the persons who were partners in 
the taxable year for which the adjustment was made (the 
“reviewed year” partners). 

− The tax to be paid is based on the “imputed underpayment”. 
− Penalties (and defenses) determined at partnership level. 

Section 6233. 

Overview of Statutory Provisions 
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• Elect Out on Timely Filed Return (section 6221(b)) 
− If a partnership has 100 partners or fewer than and no partner 

is itself a partnership (or an entity that has elected to be treated 
as a partnership, like a limited liability company), then the 
partnership can make an annual “opt out” election on a timely 
filed tax return.   
 Year-by-year election 
 Provide name and TIN of each partner 
 Query whether can elect out if partner is a grantor trust. 

− If a partnership elects out of the new regime, the partnership 
and partners will be examined under the rules applicable to 
individual taxpayers. Section 6221(b). 

Overview of Statutory Provisions 
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• Push Out Procedure (section 6226). 
− Within 45 days of receiving a notice of final partnership adjustment, 

any partnership, regardless of size, may elect out of the “imputed 
underpayment” process so long as it provides the IRS with “a 
statement of each partner’s share of any adjustment to income, 
gain, loss, deduction, or credit (as determined in the notice of final 
partnership adjustment).”   

− Under this procedure, “reviewed year” partners calculate their share 
of additional tax due based on the statement (i.e., amended 
Schedule K-1) and the “reviewed year” partner will pay the 
additional amount with their respective current year individual tax 
return. 

− The added tax due from the partner is computed as if it were an 
amended return for the “reviewed year “ with adjustments for tax 
attributes for later years. 

Overview of Statutory Provisions 
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• Push Out Procedure (section 6226). 
− An election under this provision increases the applicable 

underpayment interest rate by two percentage points. 
− Partners also liable for penalties.   
− Reviewed year partners have no right to an administrative or 

judicial review.   

Overview of Statutory Provisions 
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• Partnership Request for Administrative Adjustment (section 
6227). 

− Partnership method for requesting adjustments to tax year 
 No more amending tax returns (1065X). 

− Filed within 3 years from later of date that return was filed or 
unextended due date of return.   

− If  AAR shows Imputed Underpayment, then 
 Partnership pays Imputed Underpayment with the request 

consistent with calculation under section 6225; or 
 Push out/issue revised K-1s consistent with the rules under 

section 6226. 
− If AAR does not show Imputed Underpayment, then partnership 

should push out/issue revised K-1s. 
− Can not file AAR once an audit has commenced. 

Overview of Statutory Provisions 
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• Partner Must Report Consistently with Partnership 
− General rule (section 6222)  
− Bound by actions of Partnership Representative (section 6223 (b)) 
− Section 6225(c) modification procedure  
− Section 6226(b) push-out procedure  
− Section 6227 administrative adjustment request  

Overview of Statutory Provisions 
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Notice 2016-23 and Regulation Project  
 

19 



American Institute of CPAs® 

Notice 2016-23 and Regulation Project   
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Notice 2016-23 and Regulation Project  
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Notice 2016-23 and Regulation Project  
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Notice 2016-23 and Regulation Project 
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Notice 2016-23 and Regulation Project  
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Notice 2016-23 and Regulation Project  
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Notice 2016-23 and Regulation Project  
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Blue Book Joint Committee on Taxation  
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Blue Book Joint Committee on Taxation  
 
 
 

100 or Fewer Statements  
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Blue Book Joint Committee on Taxation  
 
 
 Modification Procedures: Amended Returns  
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Blue Book Joint Committee on Taxation  
 
 
 Section 6226 Election  
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Blue Book Joint Committee on Taxation  
 
 
 Treatment of Tiered Partnerships  
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Blue Book Joint Committee on Taxation  
 
 
 AARs 
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Blue Book Joint Committee on Taxation  
 
 
 

Where Partnership Ceases to Exist 
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• Total tax due for reviewed year may be less than under section 
6226 

– No section 1411 tax and no “affected items” tax effects 
• Interest rate lower by 2% (but, for a corporate partner, the section 

6226 interest would be deductible and the section 6225 interest is 
not) 

• Penalties may be less (may be no “substantial understatement” at 
partnership level whereas may be a “substantial understatement” at 
partner level) 

• Total tax due for years between reviewed year and adjustment year 
may be higher under section 6226 (section 6226 requires 
correlative adjustments to other years BUT only the years in which 
taxes would increase) 

− i.e., years in which taxes would decrease are ignored  

 

 
 
Benefits of Paying at Partnership Level   
 
 

34 



American Institute of CPAs® 

• Section 6226 might come with obligations a partnership does not 
want to perform or cannot perform 
– Statue obligates source partnership to provide to IRS the 

amount of FPA allocable to each partner 
– Statute obligates source partnership to tell each partner that 

more tax is owed and precisely what the adjustments are 

 

 
 
Benefits of Paying at Partnership Level  
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Specific Questions For Practitioners 
• Who should serve as the partnership representative and what rights 

will the partners/partnership give to the partnership representative? 
− Will it make sense to have a more-or-less "permanent" 

partnership rep -- possibly a bank or trust company or 
professional service firm  

• What notice provisions will you incorporate in agreements since the 
law no longer requires IRS to provide notices  

• What rights do partners want with respect to the ability to participate 
in proceedings? 

• Any appetite to limiting the number and types of partners to allow the 
small partnership election? 

• Are you drafting provisions that lock-in or exclude election out of the 
new regime (for partnerships with 100 or fewer qualifying partners) 

• What are you advising to people that are acquiring an interest in a 
partnership? 

• How will you deal with a partnership that “ceases to exist”? 
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• After an imputed adjustment is determined, and the partnership 
wants to used the revised K-1 “push out” procedures, how does 
the partnership “furnish” the K-1 to each reviewed year partner. 

 

 
 
Specific Questions For Practitioners 
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IRS Enforcement Issues  
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Questions 

Presenter
Presentation Notes
[Heather]
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