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not apply to any person with respect to
a failure to furnish or file a report,
statement, or other document within
the time and in the manner prescribed
if it is established to the satisfaction of
the district director that such failure
was due to reasonable cause. An affirm-
ative showing of reasonable cause must
be made in the form of a written state-
ment, containing a declaration by such
person that it is made under the pen-
alties of perjury and setting forth all
the facts alleged to constitute reason-
able cause.

(c) Deficiency procedures not to apply.
The penalty imposed by section 6693
may be assessed and collected without
regard to the deficiency procedures
provided by subchapter B of chapter 63
of the Code.

(d) Other penalties. The penalties of
section 6693 and this section are in lieu
of any penalty imposed by section
6652(f) for violation of section 6047(d),
with respect to any failure to furnish
or file described in this section.

(e) Effective date. This section shall
take effect on January 1, 1975.

[T.D. 7730, 45 FR 72652, Nov. 3, 1980]

§301.6707-1T Questions and answers
relating to penalties for failure to
furnish information regarding tax
shelters.

The following questions and answers
relate to the penalties imposed by sec-
tion 6707 of the Internal Revenue Code
of 1954, as added by section 141(b) of the
Tax Reform Act of 1984 (Pub. L. 98-369,
98 Stat. 681), for failure to furnish in-
formation regarding tax shelters.

PENALTIES FOR FAILURE TO REGISTER
AND FOR PROVIDING FALSE OR INCOM-
PLETE INFORMATION

Q-1. What are the consequences if a
person required to register a tax shel-
ter (‘‘tax shelter organizer’) fails to
register the shelter timely?

A-1. Generally, a penalty will be im-
posed. The penalty for failure to reg-
ister timely is the greater of (i) $500 or
(ii) 1 percent of the aggregate amount
invested in the tax shelter, not to ex-
ceed $10,000. The $10,000 limitation does
not apply, however, if the tax shelter
organizer intentionally disregards the
registration requirements. For pur-
poses of this penalty, the aggregate
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amount invested in the tax shelter is
computed in the manner prescribed in
A-21 of §301.6111-1T, except that the
amount to be received from the sale of
an interest is taken into account to de-
termine the amount of the penalty
only if the interest is sold to an inves-
tor. No penalty will be imposed on a
person for failure to register a tax shel-
ter if the failure is due to reasonable
cause. See A-4 through A-6 of this sec-
tion for rules relating to reasonable
cause.

Q-2. Will registration of a tax shelter
by a person participating in the man-
agement (‘‘manager’’) or a person par-
ticipating in the sale (‘‘seller”’) of a tax
shelter after the date that interests in
the tax shelter were first offered for
sale relieve a person principally re-
sponsible for organizing the tax shelter
(‘“‘principal organizer’’) or a person who
participated in the organization of the
tax shelter of liability for failure to
register?

A-2. No. A principal organizer of a
tax shelter and a person who partici-
pates in the organization of a tax shel-
ter are subject to penalty if they fail to
register a tax shelter by the day inter-
ests in the tax shelter are first offered
for sale, regardless of whether a seller
or manager subsequently registers the
tax shelter.

Q-3. Does registration of a tax shel-
ter by a seller or manager relieve other
sellers or managers who are required to
register the tax shelter from liability
for failure to register?

A-3. No. Sellers and managers who
are required to register a tax shelter
and fail to do so are subject to the pen-
alty unless their failure to register is
due to reasonable cause. A seller or
manager, however, is not required to
register a tax shelter once the seller or
manager knows the tax shelter has
been registered. See A-6 of this section
for rules relating to reasonable cause
for failure to register in the case of a
seller.

Q-4. What constitutes reasonable
cause for failure to register a tax shel-
ter?

A-4. In general, the determination of
whether reasonable cause exists for
failure to register a tax shelter is a
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question of fact. In determining wheth-
er reasonable cause exists, all represen-
tations known to the tax shelter orga-
nizer (or for which there is reason for
the tax shelter organizer to have
known) must be taken into account. A
tax shelter organizer (other than a sell-
er) ordinarily will be deemed to know
of all representations (including those
made by sellers) that the tax shelter
organizer would have discovered
through inquiry that a reasonable per-
son acting in the tax shelter orga-
nizer’s capacity could have under-
taken. Thus, for example, a principal
organizer generally will be obligated to
make a more thorough inquiry than a
person who merely participated in the
management of a tax shelter.

Q-5. Will a tax shelter organizer who
is required to register a tax shelter be-
fore October 1, 1984, have reasonable
cause for failure timely to register the
tax shelter, if the tax shelter organizer
registers the tax shelter after the day
on which the first offering for sale of
interests occurs, but before October 1,
1984?

A-5. Yes. A person who is required to
register a tax shelter before October 1,
1984 (i.e., a tax shelter in which the
first offering for sale of an interest oc-
curred before September 1, 1984, but in
which interests will be sold after Au-
gust 31, 1984, or a tax shelter in which
the first offering for sale of an interest
occurs after August 31, 1984, and before
October 1, 1984), will have reasonable
cause for the failure to register timely
if the person registers the tax shelter
on or before September 30, 1984.

Q-6. What constitutes reasonable
cause for failure to register a tax shel-
ter in the case of a seller of interests in
the tax shelter?

A-6. Reasonable cause for failure to
register a tax shelter will generally
exist with respect to a seller who is re-
quired to register the tax shelter under
A-36 or A-39 of §301.6111-1T, if the sell-
er registers the tax shelter as soon as
practicable after the seller first knows
or has reason to know that the tax
shelter has not been timely registered.
A seller will not have reasonable cause,
however, if the seller fails to make a
reasonable inquiry to determine wheth-
er the tax shelter is registered.

26 CFR Ch. | (4-1-02 Edition)

Q-7. If a group of tax shelter orga-
nizers enters into a designation agree-
ment under A-38 of §301.6111-1T and the
designated organizer fails to register
the tax shelter timely, will the other
persons who have signed the designa-
tion agreement have reasonable cause
for failure to register the tax shelter?

A-T7. Each of the persons who signs a
designation agreement, other than the
designated organizer, will have reason-
able cause for failure to register the
tax shelter timely, provided the person
does not participate in the tax shelter
at a time when the person knows or has
reason to know the tax shelter is not
registered (without registering the tax
shelter) and the person registers the
tax shelter as required by A-39 of
§301.6111-1T.

Q-8. What are the consequences if a
tax shelter organizer files false or in-
complete information on Form 8264?

A-8. Generally, a penalty will be im-
posed for filing information that a rea-
sonable person would know or have
reason to know is false or incomplete.
The amount of the penalty is the great-
er of (i) $500 or (ii) 1 percent of the ag-
gregate amount invested in the tax
shelter (computed in the manner pre-
scribed in A-1 of this section), but not
to exceed $10,000. The $10,000 limitation
does not apply, however, if the tax
shelter organizer intentionally dis-
regards the requirements relating to
registration.

Q-9. What is the maximum penalty
that may be imposed on any one tax
shelter?

A-9. Although the penalty for failure
to register a tax shelter timely and the
penalty for providing false or incom-
plete information may be imposed on
each person who fails to register a tax
shelter timely or who provides false or
incomplete information, the maximum
penalty is $10,000 for any one tax shel-
ter, provided there is no intentional
disregard of the registration require-
ments. For example, assume that A is
the principal organizer of a tax shelter,
and seven other persons participate in
the organization of the tax shelter, and
assume the tax shelter is not registered
before the day on which the first offer-
ing for sale of an interest in the tax
shelter occurs. Assume also that the A
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and other participants do not have rea-
sonable cause for failure to register
timely and the failure is not due to in-
tentional disregard of the registration
requirement on the part of any of the
participants. The maximum penalty
that may be imposed is $10,000, for
which the 8 participants are jointly
and severally liable.

Q-10. How will the Internal Revenue
Service determine whether a person
has intentionally disregarded any of
the registration requirements?

A-10. The determination of inten-
tional disregard will be made individ-
ually for each tax shelter organizer. If
one tax shelter organizer intentionally
disregards the registration require-
ments, the $10,000 limitation will not
apply to that organizer. The limitation
will apply, however, to any tax shelter
organizers whose failure to register
timely or whose furnishing of false or
incomplete information was not due to
intentional disregard.

Q-11. What is the maximum penalty
that may be imposed if a tax shelter
that is a substantial investment con-
sisting of similar investments that are
required to be aggregated under A-22 of
§301.6171-1T is not timely registered or
if false or incomplete information is
filed with respect to the tax shelter?

A-11. The maximum penalty is $10,000
as determined under A-6 of this sec-
tion, with respect to any investment
that is a tax shelter within the mean-
ing of A-4 of §301.6111-1T without re-
gard to the aggregation rules provided
in A-22 of §301.6111-1T. The maximum
penalty that may be imposed with re-
spect to investments that are consid-
ered in a single tax shelter only by rea-
son of the aggregation rules of A-22 of
§301.6111-1T is $10,000, even if more
than one Form 8264 is required with re-
spect to the aggregated investment
(see A-48 of §301.6111-1T). The penalty
may be imposed, however, if there is a
failure with respect to any of the re-
quired forms.

PENALTY FOR FAILURE TO FURNISH A
REGISTRATION NUMBER

Q-12. What is the penalty for failure
to furnish the registration number to a
purchaser or other transferee of an in-
terest in a tax shelter as required by
A-52 through A-54 of §301.6111-1T?

§301.6708-1T

A-12. The penalty for failure to fur-
nish the tax shelter registration num-
ber in the form required by A-55
through A-54 of §301.6111-1T is $100 for
each failure.

PENALTY FOR FAILURE TO REPORT A
REGISTRATION NUMBER ON A RETURN

Q-13. What is the penalty for failure
to include the tax shelter registration
number on a return on which any de-
duction, loss, credit, other tax benefit,
or any income attributable to a reg-
istered tax shelter is included?

A-13. The penalty for each failure by
an investor to furnish the tax shelter
registration number on such a return is
$50 for each tax shelter, unless the fail-
ure is due to reasonable cause.

There is a need for immediate guid-
ance with respect to provisions con-
tained in this Treasury decision. For
this reason, it is found impracticable
to issue it with notice and public pro-
cedure under subsection (b) of section
5563 of title 5 of United States Code or
subject to the effective date limitation
of subsection (d) of that section.

(Secs. 6111 and 7805, Internal Revenue Code of
1954 (98 Stat. 678, 26 U.S.C. 6111; 68A Stat. 917,
26 U.S.C. 7805))

[T.D. 7964, 49 FR 32725, Aug. 15, 1984; 49 FR
44461, Nov. 7, 1984]

§301.6708-1T Failure to maintain list
of investors in potentially abusive
tax shelters (temporary).

The following questions and answers
issued under section 6708 of the Inter-
nal Revenue Code of 1954, as added by
section 142 of the Tax Reform Act of
1984 (Pub. L. 98-369; 98 Stat. 683), relate
to the penalty for failure to maintain a
list of investors in potentially abusive
tax shelters.

Q-1: What penalties are provided with
respect to the failure properly to main-
tain a list of persons who acquire inter-
ests in potentially abusive tax shel-
ters?

A-1: Any organizer (as defined in A-5
of §301.6112-1T) of a tax shelter (as de-
fined in A-3 of §301.6112-1T) or seller
(as defined in A-6 of §301.6112-1T) of in-
terests in a tax shelter who fails to
meet any requirement imposed by sec-
tion 6112 regarding the requirement to
maintain a list of persons who have ac-
quired interests in a tax shelter shall
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