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IRS to Require Disclosure of Uncertain Tax Positions on Business
Returns

The IRS has announced a new initiative pursuant to which many corporations will have to
disclose uncertain tax positions on a schedule attached to the business tax return. As currently
proposed, this disclosure schedule will need to be attached to applicable tax returns filed after
the release of the disclosure schedule. This disclosure initiative continues a long line of other
IRS programs designed to enhance transparency and improve tax administration. The details of
the initiative are contained in IRS Announcement 2010-9 (see link below).

Tax return disclosures would be required by business taxpayers who have both a financial
statement prepared under FIN 48 or other similar accounting standards concerning uncertain
U.S. federal income tax positions and total assets in excess of $10 million. Disclosures would
be made on a schedule attached to the return and would consist of a concise description of each
uncertain tax position for which the taxpayer or a related entity has recorded a reserve in its
financial statements and the maximum amount of potential federal tax liability attributable to
each uncertain tax position (determined without regard to the taxpayer’s risk analysis regarding
its likelihood of prevailing on the merits). The current proposal does not require taxpayers to
disclose their risk assessment or tax reserve amounts. However, the IRS has indicated that an
adequate description of each position should include “the rationale for the position and a
concise general statement of the reasons for determining that the position is an uncertain tax
position.” The announcement outlines other details that must be included in the description of
each uncertain tax position.

Anticipating taxpayers’ concerns and questions, the IRS is inviting comments on the disclosure
initiative, which must be submitted by March 29, 2010.

For the time being, the IRS is retaining its current “policy of restraint” for requesting tax
accrual workpapers. It has been widely speculated for some time that the IRS might reverse
course on this longstanding policy.

FOR MORE INFORMATION

For the full text of Announcement 2010-9, go to www.irs.gov/pub/irs-drop/a-10-09.pdf. To

read Commissioner Schulman’s public comments, see
www.irs.gov/newsroom/article/0,,id=218705,00.html.
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For further information on this new IRS initiative or other federal tax controversy issues, please
contact:

Tom Callahan  216.566.5612 Tom.Callahan@ThompsonHine.com
Frank Ferrante = 937.443.6740 Francesco.Ferrante@ThompsonHine.com
Greg Gawlik 216.566.5908 Gregory.Gawlik@ThompsonHine.com
Jim Koenig 216.566.5503 Jim.Koenig@ThompsonHine.com

Bill Stewart 216.566.5580 William.Stewart@ThompsonHine.com

Circular 230 Disclosure

Nothing contained herein or in any attachment hereto is intended to be used, or can be used (i) to avoid
penalties imposed under the Internal Revenue Code, or (ii) for promoting, marketing or recommending to
another party any transaction or matter addressed herein.

If you do not wish to receive future communications by email, please send an email with “unsubscribe” in the subject line to
Rick.Santangelo@ThompsonHine.com.

This advisory may be reproduced, in whole or in part, with the prior permission of Thompson Hine LLP and acknowledgement of its
source and copyright. This publication is intended to inform clients about legal matters of current interest. It is not intended as legal
advice. Readers should not act upon the information contained in it without professional counsel.

This document may be considered attorney advertising in some jurisdictions. Some of the design images and photographs in this
document may be of actors depicting fictional scenes.
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