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26 CFR Ch. I (4–1–01 Edition)§ 301.6224(c)–1T

§ 301.6224(c)–1T Tax matters partner
may bind nonnotice partners (tem-
porary).

(a) In general. In the absence of a
showing of fraud, malfeasance, or mis-
representation of fact, if the tax mat-
ters partner enters into a settlement
agreement with the Service and ex-
pressly states that that agreement
shall be binding on the other partners,
that agreement shall be binding on all
partners except those who—

(1) Are, as of the day on which the
agreement is entered into, either no-
tice partners or members of a notice
group (see § 301.6223(b)–1T(c)(4) for the
date on which a partner becomes a
member of a notice group), or

(2) Have, at least 30 days before the
day on which the agreement is entered
into, filed with the Service the state-
ment described in paragraph (c) of this
section.

(b) Indirect partners—(1) In general. If,
under paragraph (a) of this section, a
pass-thru partner is not bound by an
agreement entered into by the tax mat-
ters partner, all indirect partners hold-
ing an interest in the partnership
through that pass-thru partner shall
not be bound by that agreement. If,
however, the pass-thru partner is
bound by an agreement entered into by
the tax matters partner, paragraph (a)
of this section shall be applied sepa-
rately to each indirect partner holding
an interest in the partnership through
the pass-thru partner to determine
whether the indirect partner is also
bound by the agreement.

(2) Example. The following example il-
lustrates the principles set forth in
this section.

Example. Partnership P has over 100 part-
ners. Partnership J is a partner in partner-
ship P with a profits interest of less than 1
percent. Partnership J has three partners, A,
B, and C. A is a member of a notice group
with respect to partnership P, but B and C
are not. On July 1, 1985, B filed the state-
ment described in paragraph (c) of this sec-
tion not to be bound by any settlement
agreement entered into by the tax matters
partner of partnership P. On August 1, 1985,
the tax matters partner of partnership P en-
ters into a settlement agreement with the
Service and states that the agreement is
binding on other partners as provided in sec-
tion 6224(c)(3). Since partnership J is bound
by the settlement agreement, paragraph (a)

of this section is applied separately to each
of the indirect partners to determine wheth-
er they are bound. A is not bound by the
agreement because he was a member of a no-
tice group on the day the agreement was en-
tered into and B is not bound because she
filed the statement not to be bound at least
30 days before the agreement was entered
into. C is bound by the settlement agree-
ment.

(c) Statement not to be bound—(1) Con-
tents of statement. The statement re-
ferred to in paragraph (a)(2) of this sec-
tion shall—

(i) Be clearly identified as a state-
ment to deny settlement authority to
the tax matters partner under section
6224(c)(3)(B),

(ii) Identify the partner and partner-
ship by name, address, and taxpayer
identification number,

(iii) Specify the taxable year or years
to which the statement applies, and

(iv) Be signed by the partner filing
the statement.

(2) Place where statement is to be filed.
The statement described in paragraph
(c)(1) of this section generally shall be
filed with the service center with
which the partnership return is filed.
However, if the partner knows that the
notice described in section 6223(a)(1)
(beginning of an administrative pro-
ceeding) has already been mailed to the
tax matters partner, the statement
shall be filed with the Internal Rev-
enue Service office that mailed that
notice.

(3) Consolidated statements. The state-
ment described in paragraph (c)(1) of
this section may be filed with respect
to more than one partner if the re-
quirements of that paragraph (c)(1) (in-
cluding signatures) are satisfied with
respect to each partner.

[T.D. 8128, 52 FR 6786, Mar. 5, 1987]

§ 301.6224(c)–2T Pass-thru partner
binds indirect partners (tem-
porary).

(a) Pass-thru partner binds unidentified
indirect partners—(1) In general. If a
pass-thru partner enters into a settle-
ment ageement with the Service with
respect to partnership items, that
agreement binds all indirect partners
holding an interest in that partnership
through the pass-thru partner except
those indirect partners who have been
identified as provided in section
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6223(c)(3) and § 301.6223(c)–1T at least 30
days before the date on which the
agreement is entered into. However, if,
in addition to the interest in the part-
nership held through the pass-thru
partner entering into a settlement
agreement, an indirect partner holds a
separate interest in that partnership,
either directly or indirectly through a
different pass-thru partner, the indi-
rect partner shall not be bound by that
settlement agreement with respect to
the interests held directly or indirectly
through a pass-thru partner other than
the pass-thru partner entering into the
settlement agreement.

(2) Example. The provisions of para-
graph (a)(1) of this section may be il-
lustrated by the following example:

Example. Partnership J is a partner in part-
nership P. C is a partner in J but has not
been identified as provided in section
6223(c)(3) and § 301.6223(c)–1T. The only inter-
est that C holds in P is through J. The tax
matters partner of J enters into a settlement
agreement with the Service with respect to
partnership items arising from P. C is bound
by the settlement agreement entered into by
the tax matters partner of J.

(b) Person in pass-thru partner author-
ized to enter into settlement agreement
that binds indirect partners. In the case
of a pass-thru partner that is—

(1) A partnership within the meaning
of section 6231(a)(1), the tax matters
partner of that partnership;

(2) A partnership other than a part-
nership described in paragraph (b)(1) of
this section, any general partner of
that partnership;

(3) An S corporation subject to the
provisions of subchapter D of chapter
63 of the Code, the tax matters person
of that S corporation;

(4) An S corporation other than an S
corporation described in paragraph
(b)(3) of this section, any officer of that
S corporation; or

(5) A trust, estate, or nominee, any
person authorized in writing to act on
behalf of that trust, estate, or nominee

may enter into a settlement agreement
with the Service on behalf of its respec-
tive entity that would bind the uniden-
tified indirect partners that hold a
partnership interest through the pass-
thru partner.

[T.D. 8128, 52 FR 6787, Mar. 5, 1987]

§ 301.6224(c)–3T Consistent settlement
terms (temporary).

(a) In general. If the Service enters
into a settlement agreement with any
partner with respect to partnership
items, the Service shall offer to any
other partner who so requests in ac-
cordance with paragraph (c) of this sec-
tion settlement terms which are con-
sistent with those contained in the set-
tlement agreement entered into.

(b) Requirements for consistent settle-
ment terms—(1) In general. Consistent
settlement terms are those based on
the same determinations with respect
to partnership items. However, con-
sistent settlement terms also may in-
clude partnership level determinations
of any penalty, addition to tax, or addi-
tional amount that relates to partner-
ship items. Settlements with respect to
partnership items shall be self-con-
tained; thus, a concession by one party
with respect to a partnership item may
not be based upon a concession by an-
other party with respect to any item
that is not a partnership item other
than any penalty, addition to tax, or
additional amount that relates to an
adjustment to a partnership item. Con-
sistent agreements, whether com-
prehensive or partial, must be identical
to the original settlement (that is, the
settlement upon which the offered set-
tlement terms are based). A consistent
agreement must mirror the original
settlement and may not be limited to
selected items from the original settle-
ment. Once a partner has settled a
partnership item, or penalty, addition
to tax, or additional amount that re-
lates to an adjustment to a partnership
item, that partner may not subse-
quently request settlement terms con-
sistent with a settlement that contains
the previously settled item. The re-
quirement for consistent settlement
terms applies only if—

(i) The items were partnership items
(and any related penalty, addition to
tax, or additional amount) for the part-
ner entering into the original settle-
ment immediately before the original
settlement; and

(ii) The items are partnership items
(and any related penalty, addition to
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