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IRS Appeals guidance on partnership audit procedures 

under Bipartisan Budget Act (BBA) 
 
The IRS issued a memorandum (AP-08-0319-0005 (March 25, 2019)) providing interim guidance to IRS 
Appeals employees on the Bipartisan Budget Act of 2018 (Pub. L. No. 115-123) partnership audit 
procedures.  

The Bipartisan Budget Act (BBA) partnership audit procedures are effective for partnership tax years 
beginning on or after January 1, 2018.   

The IRS memorandum [PDF 183 KB] provides that: 

• BBA cases are an Appeals Coordinated Issue (ACI).  

• BBA cases will first be routed to the Laguna Niguel, California APS Office for initial screening by 
the Appeals TEFRA team (ATT), and an ATT Appeals Officer (AO) will be assigned to serve as a 
consultant on the BBA key case. 

Mandatory referrals to Appeals TEFRA team 

The memorandum provides that referrals to the ATT are mandatory for all BBA key cases including the 
following: 

• New receipt screening 

• Agreement package preparation 

• Notice of proposed partnership adjustment (NOPPA or PPA) preparation 

• Modification dispute screening 

• Final partnership adjustment preparation 

• Tax computation imputed underpayment 

https://www.irs.gov/pub/foia/ig/spder/ap-08-0319-0005.pdf
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The memorandum further provides that, in general, all non-docketed new BBA key cases received by 
Appeals must have at least 365 days remaining on the statute of limitations under sections 6235(a)(1), 
6235(a)(2) or 6235(a)(3) before accepting the case from Compliance.  According to the memorandum, 
Form 872-M is used to extend the BBA key case statute of limitations under section 6235(a); however, 
the Form 872-M has not yet been published. 

The BBA procedures apply to all partnerships required to file a return under section 6031(a). Certain 
partnerships are eligible to elect out of the BBA procedures, provided they meet the eligibility 
requirements and follow the election out procedures.  In instances when the partnership elects out of 
the BBA regime, the memorandum provides that Appeals Officers are to follow IRM 8.19.9, Non-
TEFRA Procedures.   

According to the memorandum, additional guidance applicable to Appeals employees and BBA 
taxpayers is anticipated later this year when IRM 8.19, Appeals Pass-Through Entity Handbook, is 
revised. 

KPMG observation 

The memorandum’s mandatory referral requirement for all BBA key cases including “modification 
dispute screening” and “tax computation imputed underpayment” suggests that Appeals may review 
modification denials under section 6225(c)—an issue that has not heretofore been addressed by the 
IRS. 

 
The information contained in TaxNewsFlash is not intended to be "written advice concerning one or more Federal tax matters" 
subject to the requirements of section 10.37(a)(2) of Treasury Department Circular 230, as the content of this document is 
issued for general informational purposes only, is intended to enhance the reader’s knowledge on the matters addressed 
therein, and is not intended to be applied to any specific reader’s particular set of facts. Although we endeavor to provide 
accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it 
will continue to be accurate in the future. Applicability of the information to specific situations should be determined through 
consultation with your tax adviser. 

KPMG International is a Swiss cooperative that serves as a coordinating entity for a network of independent member firms. 
KPMG International provides no audit or other client services. Such services are provided solely by member firms in their 
respective geographic areas. KPMG International and its member firms are legally distinct and separate entities. They are not and 
nothing contained herein shall be construed to place these entities in the relationship of parents, subsidiaries, agents, partners, 
or joint venturers. No member firm has any authority (actual, apparent, implied or otherwise) to obligate or bind KPMG 
International or any member firm in any manner whatsoever. 

Direct comments, including requests for subscriptions, to Washington National Tax. For more information, contact KPMG’s 
Federal Tax Legislative and Regulatory Services Group at + 1 202.533.4366, 1801 K Street NW, Washington, DC 20006-1301.  

To unsubscribe from TaxNewsFlash-United States, reply to Washington National Tax. 

Privacy | Legal 

 

mailto:US-KPMGWNT@kpmg.com?subject=Comments%20and%20requests
mailto:US-KPMGWNT@kpmg.com?subject=Unsubscribe:%20TaxNewsFlash
https://home.kpmg.com/us/en/home/misc/privacy.html
https://home.kpmg.com/us/en/home/misc/legal.html

	TaxNewsFlash

