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Thas 1s our annual report for calendar year 1985 on our work on tax
policy and tax administration matters. The report 18 submitted in com-
pliance with 31 US C 719(d) and consists of the following appendixes:

I Open recommendations to the Congress from reports 1ssued during
calendar year 1985 Actions taken and/or pending as of March 31, 1986,
are mcluded

IT Open recommendations to the Congress from reports 1ssued before
calendar year 1985 Actions taken and/or pending as of March 31, 1986,
are included

III Tax-related recommendations made during calendar year 1985 to the
Internal Revenue Service and the Social Security Admimistration and
therr responses to those recommendations.

IV Gao products on tax matters 1ssued during calendar year 1985.
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V. Testimonies given on tax matters by Gao officials before various com-
mittees of the Congress during calendar year 1985.

VI. Tax-related assignments initiated by GA0 pursuant to 31 U.S.C. 713
during calendar year 1985.

VII. Gao Order relating to audit assignments involving access to tax
mformation.

We are pleased to report that the Internal Revenue Service and the
Social Security Administration have taken, or plan to take, action on
most of the tax-related recommendations we made during calendar year
1985. Also, various congressional members and committees used our
products on tax policy and administration matters 1n overseeing tax
operations and considering tax reform

We look forward to continuing to work closely with the Congress 1n its
oversight of tax matters and to assist it in considering our legislative
recommendations. Also, we would be glad to discuss any of the matters
Included in the appendixes 1if you, your colleagues, or staffs believe it
would be beneficial

We are sending copies of this report to the Director of the Office of Man-
agement and Budget, the Secretary of the Treasury, the Commuissioner
of Internal Revenue, and the Commissioner of Social Security. We are
also sending copies to other mterested congressional committees and
will make copies available to others upon request.

William J. Anderson
Director
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Appendix 1

Open Recommendations to the Congress From
Reports Issued During Calendar Year 1985

Congress Should
Consider Whether to
Amend the Tax Code to
Allow Discounting of
Property/Casualty
Insurance Companies’
Loss Reserves for Tax
Purposes

(GAO/GGD-85-10, 3/25/85)

About half the business of the property/casualty insurance industry 18
constituted by insurance contracts involving claims that are paid out
over a considerable period of time For example, 50 percent of the
amount of medical malpractice claims and 30 percent of general liability
claims mncurred during 1977 remained unsettled 5 years later Loss
reserves are needed to ensure that a company has adequate funds to
make future payments on claims.

While the concept of tax deductions for such reserves seems appro-
pnate, the current practice overstates the amounts needed to satisfy
future claims. The amounts being reserved are not reduced by the
investment income being earned on the reserves from the time they are
established tc the time they are paid out, thus resulting in the under-
statement of taxable income Furthermore, for those property/casualty
companies whose reserves for loss payments are growing, the current
practice will increasingly understate taxable income One way to remedy
this problem is to discount reserves at a rate based on each company’s
Investment return

Recommendation

We recommended that 1f the Congress wishes to assure that the prop-
erty/casualty msurance mndustry’s revenues and expenses are more
closely matched for purposes of measuring taxable income, 1t should
consider amending the tax code to provide that 1n calculating the loss
reserve deduction for tax purposes, loss reserves are discounted.

Action Taken And/Or
Pending

The substance of our recommendation was included 1n a March 11, 1986,
option paper drafted by the Senate Finance Committee staff The staff
proposal was awaiting action by the Committee as of March 31, 1986
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Appendix I

Open Recommendations to the Congress
From Reports Issued During Calendar
Year 1985

Congress Should
Consider Whether to
Amend the Tax Code to
Allow Acquisition
Costs to Be Allocated
Over the Life of
Property/ Casualty
Insurance Contracts

(GAO/GGD-85-10, 3/25/85)

One income measurement 1ssue in the property/casualty insurance
industry is the proper allocation of business expenses related to the sale
and renewal of insurance policies, These expenses are considered part of
the acquisition costs and include agent and broker commissions, salaries
of certain employees involved in underwriting and 1ssuing policies, and
medical and inspection fees The National Assocation of Insurance Com-
missioners (NAIC), whose accounting method was adopted for federal tax
computations, currently permits these costs to be deducted immediately
regardless of the Iife of the policy On the other hand, premium imcome
on msurance contracts is included in revenues only on a pro-rata basis
each year. Assuming that a 1-year contract 1s 1ssued on July 1, for
example, only 6 months or one-half of the annual premium would be
included as income n the first year, and the balance would not enter
mto taxable income until the following year

We believe that, for the proper measurement of taxable income,
expenses should be allocated over the same period in which the corre-
sponding income is recognized Therefore, using NAIC's regulatory
accounting practices to measure taxable iIncome 1s Inappropriate because
1t does not match expenses with associated revenues, thereby resulting
in misstated taxable income

Recommendation

We recommended that if the Congress wishes to assure that the prop-
erty/casualty msurance industry’s revenues and expenses are more
closely matched for purposes of measuring taxable income, 1t should
consider amending the tax code to provide that acquisition costs be allo-
cated over the hife of related contracts

Action Taken And/Or
Pending

HR 3838, which was passed by the House on December 17, 1985, and
referred to the Senate Finance Commuttee, included an amendment to
section 832(b) of the tax code that would generally implement our rec-
ommendation regarding acquisition costs on an industrywide basis The
substance of our recommendation was also included as a proposal 1n a
March 11, 1986, option paper drafted by the Senate Finance Committee
staff Both H R 3838 and the staff option paper were awaiting action by
the Commuttee as of March 31, 1986
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Congress Should
Consider Whether to
Retain the Special Tax
Preference for Mutual
Property/Casualty
Insurance Companies
in Its Present Form

Appendix 1

Open Recommendations to the Congress
From Reports Issued During Calendar
Year 1985

(GAO/GGD-85-10, 3/25/8b)

The Revenue Act of 1962 established a protection against loss (PAL)
account to confer a tax preference to mutual property/casualty insur-
ance companies. The reason for the PAL account was concern about
mutual companies’ lack of access to capital markets in the event that
they sustained catastrophic losses.

The PAL account operates to defer taxes on a portion of a mutual com-
pany’s mcome For tax purposes, a mutual company sets aside funds
based on the size oi 1ts incurred losses and underwriting income. These
funds, subject to certain statutory limitations, are deductions against
current pertod underwriting gains. The rationale for the PAL account is
debatable because 1f catastrophic losses were to occur, the account
would not necessarily ensure the company’s ability to satisfy its con-
tract obligations, Moreover, it is questionable whether stock compames
faced with a catastrophic loss could successfully access capital markets.
Thus, the rationale for the PAL account may be based on questionable
economic assumptions

Recommendation We recommended that the Congress consider whether the special tax
preference for mutual property/casualty insurance companies should be
retained 1n 1ts present form

Action Taken And/Or H.R. 3838, which was passed by the House on December 17, 1985, and

Pending referred to the Senate Finance Committee, would eliminate the PAL

account. A proposal, which would also ehminate the paL account, was
included 1n a March 11, 1986, option paper drafted by the Senate
Finance Commuttee staff Both HR 3838 and the staff option paper
were awalting action by the Commuittee as of March 31, 1986
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Congress Should
Amend the Internal
Revenue Code
Regarding
Transactions Between
Foreign-Owned U.S.
Corporations and Their
Noncorporate Foreign
Owners

Appendix [

Open Recommendations to the Congress
From Reports Issued During Calendar
Year 1985

(GAO/GGD-86-19, 11/1/85)

Under section 6038A of the Internal Revenue Code, certain foreign-
owned U.S. corporations are required to submit an information return to
IgS 1f they conduct transactions with a related domestic or foreign corpo-
ration. This was intended to enhance complhance

However, we expressed concern that the present language of section
6038A 1s not sufficiently broad For example, according to IRS, some for-
eign-owned U.S. corporations may have transactions with related for-
eign individuals and related noncorporate foreign entities that presently
would not have to be reported to IrRS under section 6038A. Although the
extent of these transactions could not be quantified, Irs felt that the
transactions should be reported even if the number 1s relatively small.
Therefore, an amendment to section 6038A 1s needed to help IRS enforce
the tax laws by identifying transactions between foreign-owned U S
corporations and their noncorporate foreign owners

Recommendation We recommended that the Congress amend section 6038A of the Internal
Revenue Code to help IRS enforce the tax laws by 1dentifying transac-
tions between foreign-owned U S corporations and their noncorporate
foreign owners

Action Taken And/Or The change suggested 1n our report was included in the March 1986

Pending markup of the Senate Finance Committee’s tax reform proposal. No fur-

ther action had been taken as of March 31, 1986.
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Appendix II

Open Recommendations to the Congress From
Reports Issued Before Calendar Year 1985

Key Issues Affecting
State Taxation of
Multijurisdictional
Corporate Income Need
to Be Resolved

(GAO/GGD-82-38, 7/1/82)

At present, state taxation of multyurisdictional corporate icome is
administratively unwieldy Forty-five separate polifical jurisdictions
attempt to equitably divide the income of often complex and geographi-
cally dispersed taxable entities, and each jurisdiction formulates its own
specific rules for determining how much of an entity’s total income 18
attributable to operations in that jurisdiction The resulting lack of uni-
formity 1s extensive

The problems of nonuniformity are even more critical today than they
were when the special House subcommittee 1ssued the Willis report in
1964 extensively documenting the lack of uniformity in interstate tax
provisions. The 1ssues have become more complex and controversial as
the number of corporations has grown, and certain states have
expanded their taxing efforts to take foreign operations into account

The issues which have developed in recent years have broad policy
mplications potentially affecting international tax policy Furthermore,
the issues are at the center of the longstanding constitutional debate
over the balance between state sovereignty and congressional commerce
clause powers, Moreover, lack of uniformity among the states causes
problems for states and corporate taxpayers The problems—higher
return preparation costs, potential overtaxation or undertaxation, and
numerous disputes—result in a tax system which 1s unduly uncertain,
inefficient, and often mequitable

Recommendation

None While we made no recommendation, we concluded that the key
1ssues affecting state taxation of multijunsdictional corporate income
need resolving Since the Willis report was 1ssued m 1964, little progress
has been made to increase the uniformity with which states tax corpo-
rate income The states have made some voluntary efforts, but substan-
tial nonuniformity still exists

The Supreme Court has attempted to deal with some of the 1ssues
affecting state taxation of multyurisdictional corporate mncome. For
example, the Court recently ruled that a state can take into account a
corporation’s worldwide income when taxing that corporation But, in
the past the Court has also recognized the inherent hmitations of the
Judicial approach to solving the interstate and international policy
1ssues and has acknowledged that the Congress 1s the appropriate body
to resclve such 1ssues
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Appendix I

Open Recommendations to the Congress
From Reports Issued Before Calendar
Year 1985

The Congress appears to be 1n the best position to fully evaluate the
multiple factors and assess the arguments surrounding the policy issues
mvolved n state taxation of multistate and multinational corporate
mcome, especially foreign source income. Also, because the Congress can
fully consider the states’ rights and foreign policy issues, it can best
devise a comprehensive solution which adequately and fairly balances
the competing interests of the states and corporate taxpayers

Action Taken And/Or
Pending

In response to concerns of foreign governments and U.S.- and foreign-
based multinational corporations, the President directed the Secretary
of the Treasury to form a special working group on unitary taxation to
recommend solutions to the problems resulting from state taxation of
multinational corporate income The working group was formed in
October 1983 and consisted of representatives from states, corporations,
and key interest groups In November 1983, we made an extensive pre-
sentation before the task force of the working group based on issues
covered 1n our report on state taxation and 1n a related report on federal
taxation of multinational corporations (GGD-81-81, Sept 30, 1981)

In August 1984, the working group on unitary taxation i1ssued 1ts report
containing several recommendations, including one which would provide
for a federal law that would require a corporate taxpayer to file infor-
mation with IRS disclosing the taxpayer’s tax liability and method of cal-
culation for each state im which 1t operates RS would then share this
information with the individual state in which the corporation did
business

The substance of the working group's recommendation was included in
H.R 3980, which was introduced in the House on December 18, 1985,
and was referred to the House Ways and Means Commuttee. A similar
proposal, S 1974, was introduced in the Senate on the same date and
was referred to the Senate Finance Committee Further action was
pending on both bills as of March 31, 1986
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Congress Should Adopt
a Tax Treatment
Which Better
Recognizes Changes in
Some Electric
Cooperatives

Appendix IT

Open Recommendations to the Congress
From Reports Issued Before Calendar
Year 1985

~

TAQ/GGD-83-7. 1/5/83)
AU/ G000, 1/0/82)

Under section 501(c)12) of the Internal Revenue Code, electric coopera-
tives are provided tax-exempt status and are permitted to earn substan-
tial untaxed mcome from nonmember sources, which subsidizes
cooperative members’ cost of electricity This exemption was initially
granted over 60 years ago when electric cooperatives were generally
small, struggling associations which primarily distributed electricity to
sparsely populated rural areas. Since that time, however, the operations
of many cooperatives and the environment in which they do business
have changed substantially.

Today, many electric cooperatives are still small associations which con-
tinue to need assistance 1in order to provide electriaity to rural areas at
rates comparable to those charged in urban areas Others, however,
have substantially changed in character or have progressed to the point
where they closely resemble their taxable counterparts. Yet, unlike
other federal assistance programs which can be directed to those organi-
zations having a continuing need for assistance, all electric cooperatives
continue to benefit from tax exemption. Under the broad requirements
of the law, tax exemption applies across-the-board to all electric
cooperatives.

IRS, in administering the tax exemption requirements, has tred to recog-
nize the changes 1n electric cooperatives. However, 1t has experienced
difficulties because of the broad nature of the law Therefore, the Con-
gress needs to consider alternatives to the present tax treatment of elec-
tric cooperatives and adopt a treatment which would better recogrize
the changes in their operations and the environment in which they
operate. As a framework for the Congress’ consideration, we proposed
alternatives to the present law which would (1) modify electric coopera-
tives’ nonmeraber mcome allowance, or {2) eliminate that allowance, or
(3) apply tax rules already applicable to other types of cooperatives.
These alternatives, which would have an estimated revenue impact
ranging from $2 milhon to $45 million, are not all inclusive
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Appendix IT

Open Recommendations to the Congress
From Reports Issued Before Calendar
Year 1985

Recommendation We recommended that the Congress, using the alternatives we provided
as a guide, establish a tax treatment which better addresses electric
cooperatives’ present operating environment.

Action Taken And/Or None.
Pending
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Legislative Change

Appendix II

Open Recommendations to the Congress
From Reports Issued Before Calendar
Year 1985

((CAO/GONRAA7 K/20/82)
AT/ TG0 xi, U AU/ O

y Y/

Needed to Enable IRS The Bankruptcy Reform Act provides quahified debtors with certain
to Assess Taxes protections from creditors—including IRS The act restricts IRS’ authority
. In many cases to assess, collect, or recover a claim against an individual

1Volﬂ11ntar11y Re_ported or a business during bankruptcy proceedings. Administratively, this

DY laxpayers in restriction has caused problems for IRS because 1t requires IRS to process

Bankrupte returns from bankrupt taxpayers manually rather than through its

pLey automated processing system During fiscal year 1982, these additional

processing steps cost IRS an estimated $500,000

Recommendation We recommended that the Bankruptcy Act be amended to allow assess-
ment of the taxes that bankrupt taxpayers report on their returns.
Allowing IRS to assess—but not collect—these taxes would still protect
bankrupt taxpayers but at less cost to IRS than is presently being
incurred.

Action Taken And/Or None

Pending
Page 16 GAO/GGD-8681 Tax Policy and Administration



Legislative Change
Relating to the
Issuance of Tax
Deficiency Notices
Could Improve
Administration of the
Crude 0Oil Windfall
Profit Tax

Appendix I

Open Recommendations to the Congress
From Reports Issued Before Calendar
Year 1985

(GAO/GGD-84-15, 6/18/84)

Because the windfall profit tax on producers 1s calculated on a property-
by-property basis, adninistration of the tax could be simplified 1f 1rS
were able to 1ssue deficiency notices on that same basis However, cur-
rent law generally prohibits IRS from issuing more than one statutory
notice of deficiency per taxpayer per taxable period If the Congress
were to amend the applicable portion of the Internal Revenue Code, both
Irs and affected taxpayers could benefit from faster resolution of tax
liability 1ssues

Under section 4995(aX8) of the Internal Revenue Code, a producer-tax-
payer cannot be mailed a deficiency notice with respect to windfall
profit tax iability until 2 months after the close of the calendar year in
which the crude o1l was removed from the premises. Further, section
6212(c) of the Internal Revenue Code provides that 1f IRS mails a notice
of windfall profit tax deficiency to a producer-taxpayer, and the tax-
payer then files a petition in a timely manner with the US Tax Court
for a deficiency redetermination, IRS cannot 1ssue additional deficiency
notices for the same taxable period with respect to this taxpayer

However, because the windfall profit tax 1s calculated on a property-by-
property basis, section 6212(c) has the effect of forcing IrS to delay 1ssu-
ance of deficiency notices until the applicable statute of limitations expi-
ration date 1s near. Section 6212(c) restricts IRS to 1ssuing a producer
only one deficiency notice with respect to a given taxable quarter For
this reason, 1IRS needs all available time within the apphicable statute of
limitations period to examine o1l properties and consolidate the deficien-
cies of producers who own interests i more than one property This
procedure has the effect of (1) delaying revenue flows to the govern-
ment and/or (2) increasing taxpayers' interest costs In some instances,
tax revenues may be foregone entirely

Recommendation

We recommended that the Congress amend section 6212(c) of the
Internal Revenue Code to enable IRS to issue deficiency notices after
examination of each oil-producing property without precluding later
1ssuance of additional notices covering the producers’ interest in other
properties during the same quarter
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Appendix I

Open Recommendations to the Congress
From Reports Issued Before Calendar
Year 1985

Action Taken And/Or On June 26, 1984, HR 5934 was introduced in the House of Representa-

Pending tives. The bill, if enacted, would have revised the basis for 1ssuing
notices of deficiency in accordance with our recommendation. However,
no action was taken on the bill during the 98th Congress. On January 31,
1985, the bill was introduced 1n the 99th Congress as H.R. 898 and was
referred to the House Ways and Means Committee. No further action
had been taken as of March 31, 1986.
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Congress Should
Amend the Crude Oil
Windfall Profit Tax
Act of 1980 to
Establish a
Consolidated Appeals
Process

Appendix I

Open Recommendations to the Congress
From Reports Issued Before Calendar
Year 1985

(GAO/GGD-84-15, 6/18/84)

Until IrS changed 1ts admirustrative appeals rules in June 1983, each o1l
producer whose windfall profit tax hability was affected by an IRS
examiner’s adjustments was entitled to a separate appeals conference to
contest the examiner’s findings Therefore, for any given 1ssue, there
could have been as many administrative hearings as there were persons
owning interest in an o1l property. Similarly, a large number of duphca-
tive court cases still occur under the judicial appeals process. For
example, 1t 18 not uncommon to have 50 or more owners of a single otl-
producing property. And, except for partnerships, each of these owners
can separately appeal the same 1ssue judicially within the court system.

The Tax Equity and Fiscal Responsibility Act of 1982 (Pubhc Law 97-
248), which was enacted on Septerber 3, 1982, specified that, for cer-
tain 1ssues, partnerships would be treated as taxable entities for appeals
purposes. The concept of the partnership as a taxable entity provides a
precedent for actions which could facilitate windfall profit tax adminis-
tration. That 1s, for certain issues relating to a given oil property, a con-
solidated appeals procedure may be more efficient than allowing each
producer-taxpayer to appeal separately IRS recently made a regulatory
change to eiiminate duplicative admimstrative appeals, but legislation is
needed to preclude duplicative judicial appeals.

Recommendation

We recommended that the Congress pass legislation to consolidate judi-
cial appeals for a given property’s ‘011" 1ssues. A consolidated appeals
process would conserve both IRS and judicial resources while also pro-
tecting taxpayers’ rights. Precedent legislation 1s provided by title IV of
the Tax Equity and Fiscal Responsibility Act of 1982 which, among
other things, attempts to avoid duplicative judicial reviews of the tax

treatment of partnership items

Action Taken And/Or
Pending

On June 26, 1984, HR 5934 was introduced in the House of Representa-
tives. The bill, 1f enacted, would have provided for a consolidated
appeals process. However, no action was taken on the bill during the
98th Congress. On January 31, 1985, the bill was reintroduced in the
99th Congress as H.R 898 and was referred to the House Ways and
Means Commuttee No further action had been taken as of March 31,
1986.
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Appendix 11

Tax-Related Recommendations Made During
Calendar Year 1985 to IRS and SSA and
Their Responses

S
IRS Managers and Staff (GAO/GGD-85-11,4/19/85)

Should Refamiliarize
Themselves With the
Operating Guidelines
and Procedures of the
Claims for Rewards
Program

In the past, IRS’ Claims for Rewards Program has proven to be highly
successful For example, between fiscal years 1975 and 1984, annual
taxes recovered under the program averaged about $16.4 million and
rewards paid averaged about $456,000 annually. Thus, for every dollar
Iks paid out as a reward, it collected about $36 1n delinquent taxes.

Although 1rs has recognized the Claims for Rewards Program’s potential
for detecting tax evasion and has assigned priority to the program, IRS
personnel were not fully aware of the program’s processing require-
ments and were not giving claims for rewards cases priority considera-
tion. IkS’ limited complhance resources and competing priorities
precluded claims for rewards cases from receiving priority attention

While recognizing that 1RS’ compliance resources are strained, we believe
that 1t 1s even more important for IRs to effectively use a program which
has proven to be useful 1n detecting undocumented and otherwise unre-
ported mncome. Thus, we believe the Claims for Rewards Program needs
to be reemphasized

Recommendation We recommended that the Commussioner of Internal Revenue request IRS
managers and staff to refamiliarize themselves with the Claims for
Rewards Program’s operating guidelines and procedures.

Action Taken And/Or IRS did not agree with our recommendation because 1t did not want to be

Pending perceived as reemphasizing or expanding the rewards program. There-

fore, no action was taken or planned As we poimted out 1n our report,
our intent was not to raise or expand the priority of the Claims for
Rewards Program, but to have IRS reacquaint 1ts managers and staff
with the program’s usefulness in deterring noncompliance and 1ts proce-
dures and requirements for handling claims for rewards cases.
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Appendix IIT

Tax-Related Recommendations Made During
Calendar Year 1985 to IRS and SSA and
Their Responses

IRS Needs Controls and
Procedures to Help
Assure That Claims for
Rewards Are Processed
Quicker

(GAO/GGD-85-11, 4/19/85)

By its nature, the claims for rewards process is lengthy. For example,
the applhication forms for claims for rewards and the related information
1tems must be screened at the service centers before being sent to the
district offices for further consideration IRS has no time requirements
for (1) acknowledging receipt of claimant’s allegations, (2) referring
worthy allegations for proper action, (3) submitting agent’s claims for
evaluation reports, and (4) processing actual rewards payments.

Therefore, we formulated criteria based on the length of time IRS offi-
ci1als saxd that these processing functions should take Using these cri-
teria, we found that in 79 percent of the claims processed by two large
district offices, it took longer than 1RS officials said 1t should take to per-
form one or more processing functions While the extent of processing
time 1s, In some cases, uncontrollable, IRS could better assure that such
times are minimized by establishing milestones for accomphshing certain
functions

Recommendation

We recommended that the Commussioner of Internal Revenue establish,
as a goal, specific time frames for (1) acknowledging service center
recelpt of program participants’ allegations, (2) referring worthy allega-
tions to district offices for action, (3) submitting agents claims for
rewards evaluation reports, and (4) 1ssuing rewards once claims exam-
ners are aware that assessed deficiencies have been paid

Action Taken And/Or
Pending

IRS agreed that 1n certain instances time frames can be an effective man-
agement tool for assessing certain program goals It said 1t would estab-
Iish servicewide time frames for acknowledging service center receipt of
allegations and for referring worthy allegations to district offices for
action Therefore, on July 25, 1985, IRS revised 1ts manual to implement
parts 1 and 2 of our recommendation. IrS took no action regarding parts
3 and 4 because 1t did not believe that rigid time frames were necessary
for submitting claims for rewards evaluation reports and for issuing
reward checks As we pointed out 1n our report, specific time frames for
these actions would help (1) assure that program participants were not
kept waiting longer than necessary to learn about the disposition of
their claims or to receive a reward and (2) provide IRS management with
benchmarks for monitoring and assessing program administration

Page 21 GAQ/GGD-86-81 Tax Pohcy and Administration



Better Instructions Are
Needed on What
Information IRS Needs
to Initiate and Develop
Cases Under Its Claims
for Rewards Program

Appendix IT1

Tax-Related Recommendations Made During
Calendar Year 1985 to IRS and SSA and
Their Responses

(GAO/GGD-85-11, 4/19/85)

The effectiveness of the Claims for Rewards Program cannot be fully
achieved 1if potential program participants are not familiar with the
kinds of information IRS needs to mitiate and develop cases on tax law
violators. Through an analysis of 8 years of program statistics, we
found that about 87 percent of the claims for rewards files that were
closed were disallowed and that most were disallowed because the
claimant did not provide sufficient information on the merits of pur-
suing the claim. Various IRs officials beheved this indicates that program
participants need to be educated about the kinds of information IRS
needs to initiate and develop program cases This could be done by
revising existing IrRS Publication 733 to include a section explaiming the
kinds of mmformation IrS finds useful Not only should such a revision
make potential participants better aware of the program’s requirements,
1t also might help reduce the number of frivolous claims

Recommendation We recommended that the Commissioner of Internal Revenue revise IRS
Publication 733 to include a section on the specific kinds of information
Irs finds useful to make cases aganst taxpayers who do not comply
with the tax laws

Action Taken And/Or IRS revised 1its Publication 733, entitled Rewards for Information Given

Pending to the Internal Revenue Service, to include specific kinds of information

IRS finds useful in making cases against taxpayers who do not comply
with the tax laws The final revision to Publication 733 was 1ssued in
February 1986.
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Appendix IIT

Tax-Related Recommendations Made During
Calendar Year 1985 to IRS and SSA and
Their Responses

(GAO/GGD-85-11, 4/19/85)

Persons providing information under the Claims for Rewards Program
do not always receive payment on the full amount of taxes collected. In
some instances, a portion of the delinquent taxes are declared uncollect-
1ble and rewards are paid on the basis of taxes collected up to that time.
For fiscal years 1979 through 1981, we reviewed the 61 claims resulting
1n rewards at two IRs district offices. We found six cases where subse-
quent tax collection occurred after the taxes had been declared uncol-
lectible. In all of those cases, IRS claims examiners did not routinely
check corresponding delinquent account transcripts to assure that claim-
ants were paid any additional rewards due. As a result, these claimants
did not receive additional rewards to which they were entitled

Recommendation We recommended that the Commissioner of Internal Revenue establish
procedures to ensure that subsequent collections on a rewards case
deemed uncollectible are reported to service center program claims
examiners so additional rewards can be paid as appropnate,

Action Taken And/Or IRS adopted our recommendation by revising its manual instructions on

Pending July 25, 1986.
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Appendix IIT

Tax-Related Recommendations Made During
Calendar Year 1985 to IRS and SSA and
Their Responses

(GAO/GGD-85-11, 4/19/85)

The Clamms for Rewards Program could be enhanced by changing its
rewards structure. IRS recently raised the maximum reward from
$50,000 to $100,000 to better compensate program participants who
provide information leading to significant tax recoveries. However,
despite inflation, the $25 minimum reward has not changed in more
than 15 years.

We found that many program participants receive small awards and
often wait for a long time to receive them For example, 38 percent of
the claims resulting 1n awards which we reviewed were for less than
$100 and the claimants waited 5 or more years from the date of submis-
sion to be paid We beheve 1rS should consider increasing the minimum
award, just as 1t did the maximum award, to provide more adequate
compensation Such action could potentially lead to better participant
satisfaction and to detecting and collecting more delinquent taxes.

Recommendation We recommended that the Commissioner of Internal Revenue consider
raising the reward allowable under the Claims for Rewards Program.

Action Taken And/Or IRS disagreed with this recommendation because 1t believed that such

Pending action would result in a reemphasis or expansion of the program, which

1t opposes. We pointed out that we did not believe that such action
would necessarily be perceived as a reemphasis or expansion of the pro-
gram any more than IrS’ raising the maximum reward
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Appendix IIT

Tax-Related Recommendations Made During
Calendar Year 1985 to IRS and SSA and
Their Responses

(GAO/GGD-85-11, 4/19/85)

One way to pay participants for useful information sooner is to pay
rewards in stages, until all collections have occurred. Although 1rS’
policy and procedures permitted partial payments to reward partici-
pants under certain circumstances as tax deficiencies were collected,
such payments were not normally encouraged. We found that 1if partial
rewards had been permitted more often, some program participants
could have received rewards sooner, thus enhancing the program
Accordingly, IrS revised its policy and procedures to encourage the pay-
ment of partial rewards.

However, for partial payments to be used effectively, IRS still needs to
simphify 1ts procedures for tracking and providing subsequent partial or
full payments Currently, when partial payment has already been made,
the claimant is required to file a separate apphcation for any further
reward This 1s burdensome and could be simplhified by eliminating the
multiapplication requirement and assigning a permanent claim number
to each case for tracking purposes.

Recommendation We recommended that the Commssioner of Internal Revenue rescind the
requirement that claimants must submut separate claims for rewards
applications after a partial reward has been paid, thereby eliminating
burdensome paperwork

Action Taken And/Or IRS agreed to rescind the requirements for submitting a separate claim

Pending for reward application for any further reward after a partial reward is

made. IRS revised 1ts manual accordingly on July 25, 1985.
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Appendix ITT

Tax-Related Recommendations Made During
Calendar Year 1985 to IRS and SSA and
Their Responses

(GAO/GGD-85-36, 5/14/85)

IrRS maintains information on revoked charitable tax-exempt organiza-
tions in three separate information sources—the Exempt Organizations
Business Master File, the Internal Revenue Bulletin, and the Audit Infor-
mation Management System, When an organmization’s charitable tax-
exempt status 1s revoked, IRS officials are supposed to independently
enter the revocation 1n these three information sources using separate
forms.

Our review showed that none of the IrRS systems contained a complete
hsting of revoked orgamizations. Moreover, our comparison of data
among the IrS information sources showed that they did not always con-
tain the same revoked orgamzation. Thus, the information was inaccu-
rate and inconsistent

Recommendation

We recommended that the Assistant Commissioner of Internal Revenue
for Employee Plans and Exempt Organizations establish procedures to
reconcile revocations shown in the Exempt Organizations Business
Master File, the Internal Revenue Bulletin, and the Audit Information
Management System If the data in these sources continue to disagree,
RS should take further steps to 1dentify and correct the cause(s) of the
Inaccuractes and inconsistencles

Action Taken And/Or
Pending

IRSs agreed with our recommendation and in January 1985 formed a
study group comprised of IRS employees familiar with the exempt organ-
1zation process to study what actions couid be taken to resolve the prob-
lems we 1dentified. As a result of the group’s findings, several actions
were initiated during 1985 to ensure that accurate and consistent infor-
mation on tax-exempt organizations was being maintained. One action
mvolves a quarterly reconciliation of revoked organizations. In this
regard, revocations announced 1n the Internal Revenue Bulletin and
information extracted from the Audit Information Management System
will be reconciled with the Exempt Organizations Business Master File
data
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Appendix III

Tax-Related Recommendations Made During
Calendar Year 1985 to IRS and SSA and
Their Responses

(GAO/GGD-85-36, 5/14/85)

Limited contributions can be made to revoked charitable tax-exempt
organizations whose revocation 1s being judicially appealed. However,
IRS does not publish the names of orgamzations entitled to receive tax-
deductible contributions during such appeals Therefore, the public
cannot determine from IRS' published information which organizations
have judicially appealed their revocations. Further, IrS publications do
not completely inform the public of the continuung deductibility of con-
tributions to revoked organizations which have filed a judicial appeal
Unless IRS records and publishes this information, potential contributors
will continue to have a difficult time knowing to which orgamzations
tax-deductible contributions can be made

Recommendation

We recommended that the Assistant Commuissioner for Employee Plans
and Exempt Organizations revise IRS’ tax-exempt related publications to
enable the public to clearly determine which revoked organizations are
n the process of appealing IRS’ revocation decision and are, therefore,
entitled to continue recerving tax-deductible contributions during the
appeals process.

Action Taken And/Or
Pending

IRS agreed with our recommendation and has implemented new proce-
dures to inform the public of the (1) judiaal rehef available to revoked
organizations appealing their revocations and (2) limited protection
afforded deductible contributions during the appeals process
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Appendix IIT

Tax-Related Recommendations Made During
Calendar Year 1985 to IRS and SSA and
Their Responses

(GAO/GGD-85-21, 5/28/85)

Current methods being used by 1rS and the Social Security Administra-
tion (8SA) for processing self-employment records do not ensure that all
self-employed persons who have reportable earnings recerve credit for
them. We estimated that for returns processed i 1980, IRS did not pro-
vide ssA with information on about 2,600 tax returns with earmings
totaling about $20.5 million, and $SA never processed an estimated
66,000 tax returns with earnings totalling about $237 5 million. By not
recording these earnings, ssA failed to receive about $20.8 mllion in
Social Security taxes

Recommendation We recommended that the Commissioners of Internal Revenue and
Social Security work together to establish overall control of the number
of self-employment records received for processing so that differences
between the number processed by IrS and ssa can be reconciled.

Action Taken And/Or IRS and $SA jointly agreed to resolve the problem identified in our

Pending finding. By mutual agreement, IRS is now sending to SsA computer tapes

containing all the necessary information from Schedule SE for SSA to rec-
oncile the number of self-employment records processed The tapes
mnclude the number of records recerved and the amount of money
mvolved SSA plans to better track all tape transmittal records for each
processing year to ensure that it has accounted for and processed all
records
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Appendix IIT

Tax-Related Recommendations Made During
Calendar Year 1985 to TRS and SSA and
Their Responses

(GAO/GGD-85-21, 5/28/85)

The self-employment data that IRS routinely provides $sa contains the
wage amounts listed on the self-employment (SE) schedules. These wages
represent amounts that individuals claimed to have earned in Social
Security covered employment. However, SSA does not use the data on the
SE schedule Instead, it uses employer reports to credit individuals’
wages. If ssa had reconciled the differences that existed between the
data on the SE schedule and 1ts accounts for tax year 1979, ssa could
have correctly credited individuals’ accounts with an estimated $147 8
million in earnings. Therefore, by utilizing the 1RS data and 1ts own data,
SSA can systematically identify situations where employees are not
recerving the proper credit for all the earnings to which they are
entitled.

Recommendation

We recommended that the Commussioners of Internal Revenue and
Social Security work together to identify those self-employed individ-
uals who did not receive proper credit for their earnings and correct
their accounts. Specifically, ssa should identify for IRS, using SE sched-
ules with maximum reportable earnings, those individuals whose earn-
ngs were not properly credited. IrS should help s8A identify specific
individuals and their earnings ssa should then correct the problem for
those individuals, as well as any others similarly affected

Actions Taken And/Or
Pending

IRs and $sA have made plans to implement our recommendations. Begin-
ning 1n 1986, SsA is planning to use information RS provides to 1dentify
those individuals who have not received earnings credit SSA also plans
to work with IRs to obtain the specific earnings and 1dentifying data to
enable 8SA to properly credit an individual’s earnings
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Appendix ITT

Tax-Related Recommendations Made During
Calendar Year 1985 to IRS and SSA and
Their Responses

(GAO/GGD-85-21, 5/28/85)

IrS could help SsA credit the correct Social Security accounts by making
sure that whenever it corrects a Social Security number (also known as
Taxpayer [dentification Number) on a tax return, the corrected number
1s also provided to Ssa. We estimated that in 1980, 1rs furnished mncor-
rect numbers to SsA for about 64,600 individuals even though the correct
numbers were available. As a result, SSA was elther unable to credit or
incorrectly credited about $138.4 million of self-employment earnings.

Recommendation

We recommended that starting with the 1980 processing year, the Com-
missioner of Internal Revenue 1dentify and provide ssa with self-
employment records showing different Social Security numbers for the
same person or self-employment earnings that were not previously
provided.

Action Taken And/Or
Pending

IRS has taken action to preclude the future recurrence of this problem
For past instances of this problem, RS is planning to 1dentify and pro-
vide sSA those individuals’ records who had social security numbers
listed on their schedules SE different from those shown on their forms
1040,
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Appendix II1

Tax-Related Recommendations Made During
Calendar Year 1985 to IRS and SSA and
Their Responses

(GAO/GGD-85-21, 5/28/85)

SSA recelves earnings information from employers and 1S Employers
report wages earned by their employees, and IRS reports self-employ-
ment earnings. Because wages affect taxable self-employment earnings
1f more than the maximum amount subject to taxation is earned, wages
are required to be shown on the self-employment (SE) schedule. We
found that during returns processing, IrS does not routinely verify wage
amounts on the SE schedules. As a result, erroneously claimed wages on
SE schedules resulted 1n self-employment errors Based on our sample of
returns processed in 1980, we estimated that over 26,000 tax returns
had erroneous wage amounts on the accompanying SE schedules. This
resulted 1n a net understatement of self-employment earnings of $37 8
mullion and a net underpayment of Social Security taxes of $3.1 milhion.

Recommendation

We recommended that the Commussioner of Internal Revenue modify
existing returns processing procedures to (1) record SE schedules whose
wages alone equal maximum taxable earnings and (2) verify wages on SE
schedules for workers with maximum taxable earnings.

Action Taken And/Or
Pending

IRS agreed that effective January 1, 1986, it would verify all SE sched-
ules claiming maximum taxable earnings against wage information
shown on the taxpayers’ W-2 forms
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Taxpayers Are Not
Adhering to Certain
Restrictions for Using
an Optional Method of
Computing Net Self-
Employment Earnings °

(GAO/GGD-85-21, 5/28/85)

Self-employed persons engaged 1n nonfarm work must comply with sev-
eral provisions of the Self-Employed Contributions Act if they elect to
use the nonfarm optional method for determining total net earnings.
Two such provisions are:

The individual must have been self-employed in 2 of the 3 years immedi-
ately prior to the year the optional method is used to determine
earnings.

The optional method can, at most, be used five times 1n a person’s life.

We examined about 46,200 SE schedules that showed use of the nonfarm
optional method for the 1982 tax year and found that taxpayers are not
complying with these restrictions for using the nonfarm optional tax
method. We found that neither IRS nor Ssa verifies the “two-of-three pre-
vious years’ requirement. To determine the compliance rate, we
examined the earnings histories of 266 nonfarm workers who elected
the optional method for 1979 $sA’s earnings records showed 38.3 per-
cent of those workers did not meet the requirement. Because the
optional method allows individuals to claim more than they actually
earned, these individuals overpaid their Social Security taxes by about
$11,900, thereby gaining 278 quarters of Social Security coverage and
about $147,000 in earnings Similarly, we checked the compliance rate
for the 46,200 SE schedules showing use of the nonfarm optional method
for the 1982 tax year and found that 44 3 percent of those workers did
not meet the requirement.

We also found that Irs does not check for complhiance with the provision
that limits hfetime use because IrRS does not have the means to detect
violations using the existing returns processing system However, Ssa
has established a detection and notification process. Upon discovering
mstances of the lifetime provision being violated, ssa officials send IrS
the names and Social Security numbers of the violators. The information
1s not complete for IRS purposes, however, because 1t does not specify
the years that the taxpayer used the optional tax method.

In summary, ks and ssa do not have a systematic way of checking for

compliance and the agencles are uncertain of the role that each should
have
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Recommendation We recommended that the Commissioner of Internal Revenue and the
Commissioner of Social Security work together to develop a systematic
way of identifying and correcting tax and earnings overpayments for
self-employed persons who erroneously elected the nonfarm optional
method of determining their earnings either because they (1) were not
self-employed in 2 of the 3 previous years or (2) exceeded the b-year
usage limit.

Action Taken And/Or IRS and ssA have agreed to work together to systematically enforce the
Pending self-employment optional methods restrictions referred to in our
recommendation
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Tax-Related Recommendations Made During
Calendar Year 1985 to IRS and SSA and
Their Responses

(GAO/GGD-85-21, 5/28/85)

Although Irs had taken some corrective action to improve 1ts ability to
resolve computational problems, we found areas where improvements
are still needed. For example, iRS’ computers are programmed to use
only the total net earnings and wage figures in determining self-employ-
ment earnings. The computers do not consider, however, whether farm
and nonfarm earnings actually equal the total net earnings shown In
this regard, we sampled 816,588 of 7,776,920 computerized tax returns
with SE schedules that irS processed in 1980 We found that 40,184,
about 4 9 percent, had a schedule SE with a net earnings figure that did
not equal farm and nonfarm earnings. We also found that this trend con-
tinued through 1981 In that year, our examination of 7.7 million com-
puterized SE schedules showed that 296,040 had a net earnings figure
that did not equal the sum of farm and nonfarm earnings

Also, we examined nearly 6,000 SE schedules processed mn 1980 on
which taxpayers used an optional method for determining their net
earnings Of these, 2,300 used the optional method to clam lower earn-
ings for Social Security tax purposes This is generally not a valid reason
for 1ts use Similarly, of the 169,268 sE schedules processed in 1981 that
showed use of the optional method, 35,690 showed lower amounts than
were actually earned. To correct these problems, IRS redesigned the SE
schedule for 1ts 1983 processing year and decided to use an error reg-
1ster-—a computer-generated listing of returns that do not meet specified
criteria—to review SE schedules for problems with optional method use.
We examined 7,764,516 SE schedules through September 1983 and found
that 400,791 SE schedules—about 5.2 percent—had net earnings that
seemed to be computed erroneously.

Recommendations

We recommended that the Cormmssioner of Ini~rnal Revenue:

Expand use of the error register to include tho «: situations where the
sum of farm and nonfarm earnings 1s less than *fu.- {otal earnings
amount being recorded and correct any identified earnings and tax
€ITors.

Identify, review, and correct those 3E schedules processed in 1983 with
math problems——similar to action taken for 1981 processed SE
schedules.
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Their Responses
Actions Taken And/Or IRS agreed to expand use of the error register with a target date for
Pending implementation of January 1986. Also, IRS stated that it would identify,

review, and correct those SE schedules processed in 1983.
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Tax-Related Recommendations Made During
Calendar Year 1985 to IRS and SSA and
Their Responses

(GAO/GGD-85-64, 7/8/85)

During fiscal years 1981 through 1983, irs assessed over $41 milhion in
additional taxes and penalties as a result of examining tax-exempt orga-
nizations having unrelated business income (UBI) However, we found
that a substantial number of UBI examinations resulted 1n little or no
additional tax revenue

For example, we analyzed IRS data on 8,850 UBI tax returns that were
examined by IRS during fiscal years 1981 through 1983 We found that
56 percent of these returns yielded no additional recommended tax; 41
percent yielded $4.2 mullion of the $41.7 million of additional recom-
mended tax during this peried; and 3 percent yielded almost $37.5 ml-
hion of the $41 7 milhon Therefore, 1f IRS could have identified and
examined UBI returns having the most potential for noncompliance, more
revenue with less examinations may have been realized.

We also found that IrS does not have enough information to fully under-
stand the nature and magnitude of UBI tax noncompliance. Neither does
iIRS have the information needed to develop profiles of highly noncomp-
hant tax-exempt organizations engaging 1n UBI activity Without such
information, 1RS’ current process for selecting such orgarzations for
examination cannot routinely focus on highly noncompliant tax-exempt
UBI businesses These are orgamzations which regularly do not properly
report UBI earnings or pay UBI tax due. Therefore, IRS should start
focusing more on UBI organizations with a high potential for being
noncompliant as well as assuring that exempt organizations are oper-
ating pursuant to their exempt status

Recommendations

We recommended that the Assistant Commissioner for Employee Plans
and Exempt Organizations take the necessary action to further analyze
existing data on UBI tax examinations. We also recommended that infor-
mation on all types of UBI organizations and specific UBI activities be
developed, collected, and analyzed

Actions Taken And/Or
Pending

IRS agreed that more could be done to improve the selection and exami-
nation of UBI returns. IkS acknowledged the possible benefits of devel-
oping a UBI examination and selection system focusing on those UBI
organizations having a high potential for being noncompliant Irs told us
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that a future Taxpayer Compliance Measurement Program is being con-
sidered to (1) develop more refined selection procedures for UBI exami-
nations and (2) collect specific information on all UBI activities and
aspects of noncompliance. If such a program 1s i1mplemented, 1ts results
should be available in 1988 or later, according to IRs. Once this informa-
tion is collected and analyzed, we beheve IRs should be 1n a better posi-
tion to fully implement a selection process to focus on those UBI
organizations having a high potential for noncompliance.
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GAO Products on Tax Matters Issued During
Calendar Year 1985

Title Date
Congress Should Consider Changing Federal Income Taxation Of The

Property/Casualty Insurance Industry (GAO/GGD-85-10) 3/25/85
Statistical Data On Tax-Exempt Qrganizations Earning Unrelated Business

Income (GAO/GGD-85-43) 3/29/85
State Income Taxation Of Non-Resident Raiiroad Employees (GAQ/GGD-85-

46) 4/11/85
Admimstrative Changes Could Strengthen IRS' Claims For Rewards Program
(GAO/GGD-85-11) 4/19/85
Information On Various Matters Relating To The Phitadelphia Service Center

(GG5-95) 4/24/85
Information On IRS' Taxpayer Assistance Activities (GG5-36) 4/26/85
IRS’ Information On Revoked Tax-Exempt Organizations Could Be Improved
(GAQ/GGD-85-36) 5/14/85
IRS and SSA Can Improve The Venfication And Recording Of Data Provided

By Sel-Employed Taxpayers_gGAO/GGD-85-21) 5/28/85
IRS Is Taking Action To Improve The Qualty Of Its Small Corparation Audits
(GAO/GGD-85-26) 6/12/85
IRS' Examination Selection System For Exempt Organizations’ Unrelated

Business Income (GAQ/GGD-85-64) 7/08/85
1384 Annual Report On Tax Matters (GAQ/GGD-85-65) 8/02/85
Information On IRS Service Centers In Austin, Texas And Fresno, Califorma
(GAO/GGD-85-89) 9/30/85
Initial Results Of A Survey On Employee Stock Ownership Plans And

Information On Retated Economic Trends (GAO/PEMD-85-11) 9/30/85
Infarmation On How The Property/Casualty Insurance Industry |s Taxed
(GAQ/GGD-86-16FS) 10/16/85
Information On Selected Tax Treaties And Information Agreements (GAC/

GGD-86-22FS) 11/01/85
A Change In Foreign-Owned U S Corporation Reporting Requirements

(GAO/GGD-86-19) 11/01/85
Information On 1IR3’ Criminal Investigation Division (GAO/GGD-86-23FS) 11/08/85
Information On IRS' Philadelphia Service Center (GAQ/GGD-86-25FS) 11/22/85
Business Energy Investment gﬁé_dlt (GAO/GGD-86-21) 12/06/85
Information On Stock And Mutual Segments Of The Life Insurance industry
(GAO/GGD-86-31FS) 12/12/85
The Federal/State Tax Information Exchange Program (GAO/GGD-86-8) 12/13/85
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Testimonies Given on Tax Matters by GAO
Officials Before Various Committees of the
Congress During Calendar Year 1935

T ———————————————

GAO Official Congressional Committee Subject Matter Date
Johnny C. Finch Subcommittee on Oversight, House Committee  Administration's Fiscal 1986 Budget Request

Senior Associate on Ways and Means for the internal Revenue Service

Director

General Government

Division 4/29/85
Johnny C. Finch Subcommittee on Commerce, Consumer and US Citizens Living in Foreign Countries and Not

Senior Associate Monetary Affarrs, House Committee on Filing Federal Income Taxes

Director Government Operations

Genera Government

Division 5/8/85
William J. Anderson  Subcommittee on Economic Stabilization, Taxation of the Property/Casualty Insurance

Director House Committee on Banking, Finance and Industry

General Government Urban Affairs

Division 5/17/85
Ralph V. Carlone Subcommittee on Oversight, House Committee  Use of Tax-Exempt Bonds in Financing

Deputy Director on Ways and Means Multfamily Rental Housing

Resources and

Economic Development

Division 6/21/85
William J. Anderson  House Ways and Means Committee Taxation of the Property/Casualty Insurance

Director industry

General Government

Diviston 7/19/85
Wilham J. Anderson  Senate Committee on Finance Taxation of the Property/Casualty Insurance

Director industry

General Government

Division 10/1/85
William J. Anderson  Permanent Subcommittee on Investigations, Federal Reguiatory Agency’s Efforts to Assure

Drrector Senate Committee on Governmental Affairs Bank Secrecy Compliance

General Government

Divisicn 10/29/85
Johnny C. Finch Subcommittee on Qversight, House Committee  IRS' Service Center Operations

Senior Associate on Ways and Means

Director

General Government

Division 12/16/85
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Tax-Related Assignments Initiated by GAO
Pursuant to 31 U.S.C. 713 During Calendar

Year 1985

L ————————————

Subject Matter

Objectives Month Started

Federal Excise Tax on Imported Merchandise

To determine the extent of comphance/noncomphance March

with the excise taxes on imports

To identify and evaluate alternative ways to collect the
taxes in a more timely and effective manner

To evaluate the feasibility of IRS obtaining information
from other sources to promote compliance

IRS’ Efforts to Reduce Data Transcription Costs

To determine whether the systems being mplemented to  March
electronically read and transcribe paper information

returns onto magnetic tape are the most cost beneficial

To determine whether operational problems exist and the
extent to which these problems have been resolved

To determine whether planning and testing, prior to
servicewide implementation, have been adequate to
prevent operational problems

To determine whether new systems have been effectively
integrated with other related systems

To determine whether other possibilities exist where IRS
could benefit from the use of recognition technology

Safeguarding Tax Return Information

To identify all parties authorized access to tax data and March

the uses being made of that data

To assess IRS' guidance on safeguarding tax information
and how IRS monitors the effectiveness of tax secunty
procedures implemented by those authonzed access to
tax data

To document the safeguard controls used by IRS and tax
information recipients

To identify agencies’ practices and procedures for dealing
with allegations of possible misuse of tax return
information

Use of Bank Secrecy Act Data by Law Enforcement
Agencies

To review IRS procedures for processing Currency
Transaction Reports

Apnil

To identify and analyze IRS' wntten procedures regarding
compliance with the act for those financial institutions
which IRS 1s responsible for examining

To review the training and gualfications of IRS’ examiners
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Tax-Related Assignments Initiated by GAO
Pursuant to 31 U.S.C. 713 During Calendar
Year 1985

Subject Matter Objectives Month Started

Identifying and Collecting Taxes from Overseas To determine how IRS could best handle collection cases  June
Taxpayers Using APO or FPO Addresses invelving U S taxpayers who use an APQ or FPQ
address

Unreported Business Income Matching To measure the extent to which small businesses are not ~ July
reporting Income, such as interest and dividends

To determine the economic feasibility of matching income
information returns against business income tax returns

To evaluate the need for tax policy changes to control
underreporting when administrative approaches prove
ineffective

IRS’ Integrated Data Retrieval System To evaluate the system's effectiveness in meeting user October
needs

To evaluate plans to expand the system

To evaluate the impact of these plans on service centers’
computer resources

Alien Nonfilers To develop information on the extent of tax revenue Cctober
losses resulting from nonfiling and income underreporting
by resident and nonresident aliens in the United States

To evaluate the effectiveness of IRS' efforts to identify
and collect taxes due on income earned by such aliens

To evaluate the usefulness of information documents IRS
receves from U § tax withholding agents concerning
alien Income

To assess the level and effectiveness of coordination
among IRS, State Department, Immigration and
Naturahzation Service, and Social Securty Administration
cencerning aliens inthe U S
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GAO Order Relating to Audit Assignments
Involving Access to Tax Information

GAO FORM 179 (Aug 72)

Unrted States
General Accounting Qffice

Order
f I

Operations Manual

0135.1
[ |
AUDIT ASSIGNMENTS TINVOLVING
ACCESS TO TAX INFORMATION
September 24, 1389
Distrbution  =s Ns R, and S Intioted by  General Government Division
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GAOQ Order Relating te Audit Assignments
Involving Access to Tax Information

GAO FORM 378 (Aug 72

United States
General Accounting Office
Operations Manual

Order
| 1

0135.1

.

September 24, 1985

Subject: AUDIT ASSIGNMENTS INVOLVING ACCESS TO TAX INFORMATION

1. PURPOSE, SCOPE, AND APPLICABILITY. The purpose of this order 1s to
provide guidance for determining whether and how the General Accounting Office
(GAO) may obtain access to tax information for a particular assignmeat and to
ensure compliance with laws and regulaticans for protectieg the confidentiality
of such information. Specifically, the order

a. cltes GAO's statutory authority to obtain and review tax 1nformation
during audits of the Internal Revenue Service (IRS); the Bureau of Alcohol,
Tobacco, and Firearms {BATF), and other federal, state, and local agencies;

b. establishes peclicies and procedures for initiatiag, conductiag, and
completing assignments requiring access to tax iaformation;

c. states policies and procedures for precluding the unauthorized
disclosure of tax informatioa in GAO's custody,

d. establishes security standards governing the transmission, custody,
and disposition of tax information consistent with statutory provisions;

e, establishes recordkeeping and reporting requirements, and
f. applies to all GAD organizational elements,

NOTE. References throughout this order to the safeguarding of tax 1nformation
mean the safegunarding of 1nformation so as to preclude the unauthorized dis-—
closure of tax information in any form that identifies, either directly or
indirectly, a particular taxpayer. Nothing in this order shall be coastrued
as authorizing disclosure, dissemination, release, handliag, or transmission
of tax information contrary to specific provisions of any law.

2. SUPERSESSION. This order supersedes GAO Order 0135.1, August 25, 1980.
Revision has been so extensive that asterisks have not been used to indicate
changes.

3. REFERENCES.
a. 26 U.S.C. 6103, 7213, and 7431
b. 31 U.S.C. 713 and 719

¢. 18 U.5.C. 1905

Distribut
TR, N, R, and S lniriared by General GCovernment Division
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t 4, 1985
0135.1 September 24,

d. ¢aA0 Order 2752.1, Adverse Actions.
~, GAD General Policy Manual, Chapter b, Access to Records.
f. 1IRS Publication 1075, Tax Information Security Guidelines, (Rev. 7-83).

Publication 1075 may be obtained from the General Government Division's (GGD),
Issue Area (Coordinator for Tax Policy and Administration.

4. PORMS.

a. GGD Form 4, Tax Administration Disclosure Control Document
b. GGD Form 8, Record of Receipt
c. GAO Form 100A, Assignment Authorfzation/Coatinuation Sheet
d. GAO Form 319, Actioa Routing Slip
e. GAO Form 393, Routing and Control Record

5. DEFINITIONS.

a. The term 'tax ioformation"” means returas, return iaformation, and tax~
payer return information as defianed 1n 26 U.S.C. 6103(b), iacluding information
provided to IRS by foreign governments under the exchange of information arti-
cles of tax treaties. (See appendix ! for statutory definition of "retura,”
“return 1nformation,” and "taxpayer return information. )

b. The term ‘program division' refers to any headquarters division that
initiates an assignment involving access to tax information,

6. DELEGATION OF ADTHORITY. In accordance with 31 U.S8.C, 713(b)(2), the Comp-
troller General designates in writlog every 6 months the GAO employees who are
to have access to tax laformation. Authority is hereby delegated to

the Director, GGD, to make interim designations in writiag, as necessary in
connection with any assigament. The authority to make interim designations {is
redelegated to the Associate Director for Tax Policy aad Adminfstration, GGD.

7. GAO'S ACCESS TO TAX INFORMATION. Whether and how GAO has access to tax
information on a given audit assignment is dictated by the source or initiator
of the work beinp done. 1In this regard, audit assignments are divided 10to two
broad categories (a) assignments 1nitiated at the request of tax writing com—
mittees or other congressional committees with access authority and performed
with GAO employees as their designated agents and {b) self-imitiated assignments
and request assignments anot covered by (a). Furthermorse, under either (a) or
{b), GAD may have access to information provided to IRS by foreiga goveraments
under tax treaties, 1f those treaties specifically allow GAD such access. GAQ's
access authority under each category 1s subject to certain limitations and
procedures that are set forth 1n the succeeding paragraphs. Refer questions
concerning GAO's accessibility to tax i1nformation for a particular assignment

to GCD's TIssue Area Coordinator for Tax Pnlicy and Administration,

N3
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a. Self-Initiated Assignments and Requests from Member ., ot Congress and
from Committees Not Authorized Access to Tax Information.

(1) GAO has access to tax information for the purpose of auditing IRS
and BATF. 26 U.S.C. 6103(1)(7)(A).

(2) GAO has access to tax 1nformation in the possession of federal
agencies, other than IRS and BATF, for the purpose of auditiang the programs or
activities for which those agencies obtained the tax information. For example,
the Social Security Administration {SSA) collects and uses tax information on
earnings and withheld taxes for the purpose of administering certaia benefit
programs. GAO has access to that tax information, but oaly for the purpose of
auditing S8A's administration of those programs and only after certain
notification procedures have been completed. 26 U.S.C. 6103(1)(7)(B}(i).

(3} GAO has access to tax information that certain federal agencies are
authorized to obtain even if those agencies have not exercised that authority.
These agencies must be authorized access to tax 1nformation under 26 U.S.C.
6103(1) or {m). GAC's access, however, is limited to audits of those programs
or activities for which the agency is authorized access. For example, GAO would
have access to the tax information which the Pension Benefit Guaranty Corpora-
tion (PBGC) 1s authorized to obtain from IRS to administer its termination
insurance program. GAO has access to that tax information even if PBGC has not
obtained the information from TRS. However, GAO cannot gain access to that tax
iaformation unless its objective is to evaluate the termination 1asurance pro-
gram and then oaly after certain notification procedures have been completed.
That is, GAO would not have access for the purpose of determining whether PBGC
could use the tax informatioa to enhance its administration of any other pro-
gram. 26 U.S.C. 6103(1)(7)(B)(i1). (See appendix 2 for further information
regarding GAO's access authority under this paragraph.)

(4) GAO has access to tax information 1n the custody of federal, state,
and local agencies for the purpose of determiniag 1f the agencies' procedures
and safeguards meet statutory requirements and easure the confidentiality of tax
informaticn. 26 U.5.C. 6103(p)(A)(A).

b. Assignments Undertaken as Agents of Congressional Committees Authorized
Access to Tax Information. GAO has access to tax information for auditing any
agency or program when it is acting as a duly designated agent of a tax writing
committee--the Joint Coumittee on Taxation {(or that Committee's Chief of Staff),
the Senate Committee on Finance, or the House Committee on Ways and Means., GAQ
also has access to tax information when acting as a duly designated agent for
other congressional committees authorized access to tax information by a
congressional resolution. 26 U.S.C. 6103(f){(4).

c. Assigomeots Involving Access to Tax Treaty Ioformation. GAO has access
to information provided to IRS by foreiga governments under the exchange of
information articles of certain tax treaties for the purpose of auditing IRS'
administration of the taxes covered by the treaty., Such assignments may be
self-initiated or conducted as a duly designated agent of a committee authorized
access to tax treaty information. Refer questions concerning whether or not GAD
has access under a particular treaty to GGD's Issue Area Coordinator for Tax
Policy and Admianistration.
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8. INITIATING ASSIGNMENTS REQUIRING ACCESS TO TAX INFORMATION. There are vary-
ing notification procedures that must be carried out before GAO can obtain
access to tax information. The procedures differ for {1) assignmeants cooaducted
as duly designated agents of tax writing committees or other congressional com—
mittees authorized access to tax information by a congressional resolution and
(2) self-initiated assignments and request assigoments not covered by (1). The
procedures also differ depending on the agencies involved in the assignment.

The Assoclate Director for Tax Policy and Administration, GGD, is responsible
for coordinating the initiatior of all assignments for which access to tax
information is required. The notification letters required to initiate an audit
must be processed through the Associate Director ot his/her designee, The geo-
eral policies and procedures pertaining to notification letters follow. Before
preparing any written material, however, the inftiating division discusses the
proposed assignment with the Associate Director for Tax Policy and Admini-
stration., ({See appendix 3 for detailed information on the notification
procedures.)

a. Self-Initiated Assignments and Requests from Members of Congress and
from Committees Not Authorized Access to Tax Information.

(1) Joint Committee Letter. The Joint Committee on Taxation must be
notified by the Comptroller General of each such assigoment and given 30 days to
evaluate GAO's need for access to tax information. The joiat committee can dis-
approve that access by a vote of two-thirds of its members within the 30-day
period. 26 U,S8.C. 6103(1)(7)(c).

(a) At least 90 days before access to tax information is required,
the program division prepares (1) a draft letter notifying the Joint Committee
on Taxation of the assignment and (2) a teatative assignmeat justification (GAD
Form 100A). Cite in the notification letter GAO's audit and access authority,
describe the assignment's objective and scope, state GAQ's need for access to
tax information, and {llustrate that need by briefly describing how tax
information will be used in meeting the assignment objectives. If the
assignment is of the nature described in paragraphs 7a(2) or (3), also state in
the letter that in using tax informatican and in formulatiog recommendations, GAO
will consider any potential impact on tax admfinistration and taxpayer
confidentiality. If the assignment 1s of the nature described in paragraph
7a(3), state in the letter that in evaluating 1its need for access to tax
information, GAQ haa considered the burdens that such access would impose on
IRS. (A sample letter appears in appeadix 4.)

(b) The program division forwards the draft notification letter
and tentative GAO Form 100A to GGD's Issue Area Coordinator for Tax Policy aad
Administration. Within 2 weeks, the issue area coordinator reviews those
documents and notifies the program division of any suggested changes. Oace
revised, 1if necessary, the notification letter, still in draft, {s returned to
the issue area coordinator for delivery to the staff of the joint committee, It
is our practice to send the draft letter to the committee staff before sending
it officlally to the committee s0 as to take advantage of the staff's expertise
and to identify any aspects of our notification letter that should be
clarified. After the letter has been reviewed by the committee staff and
revised, 1f appropriate, the program division forwards it, io final form, to the
Assoclate Director for Tax Policy and Administration along with the draft GAO
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Form 100A and a GAO Form 319, Action Routing Slip. (A sample GAO Form 319
appears in appendix 5.} The associate director forwards the package to the
Comptroller General for signature. |

(c) After the notification letter 1is signed by the Comptroller
General, the program divislon delivers it to the Chief of Staff of the Joint
Committee on Taxation along with a GGD Form 8, Record of Receipt. This form 1s
completed by the joint committee at the time of delivery. (A sample GGD Form 8
appears 1n appendix 6.) Once the letter has been delivered to the Chief of
Staff and GGD Form 8 has been completed, coples are provided to the recipients
1denti1fied 1n appendix 3.

(2) Agency Head Letter.

(a) After the Joint Committee on Taxation has approved GAO's
access to tax informatiom, usually by letting the 30-day period explre, a writ-
ten notification of the assignment must be provided to the head of the federal
agency that is to provide the tax information. The letter cites GAO's audit and
access authority, the subject of the assignment, and the date the Joint Commit—
tee on Taxation was notified. It should also formally request access to the tax
information and include, as enclosures, copies of the joint committee letter and
the GGD Form 8. (Sample letters appear 1n appendix 7.)

(b) The program division drafes the letter and fnrwards it for
processing to GGD's Issue Area Coordinator for Tax Policy and Administration
within 15 days of the date of the joint committee letter. The issue area coor-
dinator notifies the program divisicn of any suggested changes. The program
division then forwards the letter In final form, along with an action routing
slip, to the Asscciate Director tor Tax Policy and Administration, GGD, who for-—
wards it to the Comptroller General for signature. The signed letter is then
returned to the associate director for dating. (The date is generally no ear-
lier than 31 days after the date on the GGD Form 8.) The dated letter 1s given
to the agency that is to provide the tax information. Copies are provided to
the recipients i1dentified in appendix 3.

(3) Lialson Letter. After the agency head has been notified of an
assignment as discussed in paragraph Ba(2), agency liaison officials must be
notified in writing of GAO's need tec review tax information. The procedure dis-
cussed below applies only to assigaments for which tax information 1s to be ob-
tained from IRS or BATF. If the assignment involves access to tax informatlon
at an agency other than IRS or BATF, the program division 1s responsible for
identifying and satisfying any liaison requirements.

(a) The program division should draft the liaison letter no later
than 15 days after the date of the joint committee letter. The liaison letter
states GAO's 1ntent to 1nitiate a study, analysis, or evaluation (rather than a
survey or review); cites the job code, states GAQ's need for access to tax
information, lists the agency organizational units and/or locations 1nvolved,
states the date that GAO plans to begin the assignment (which must be at least 2
weeks after the date of the letter to give IRS and BATF time to arrange for
disclosing the information to GAO), and reguests that the appropriate officials
be notified of GAO's assignment plans. (A sample letter appears 1n appendix 8.)
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(b) The program divisioa forwards the draft letter to GGD's Issue
Area Coordimator for Tax Policy and Administratioa for processiag. The issue
area coordinator notifies the program division of any suggested changes. The
program division forwards the letter, ia fianal form, to the Associate Director
for Tax Policy and Administration for signature. The letter includes, as enclo-
sures, copies of the joint committee letter, the GGD Form 8, and the agency head
letter, and 1s dated one day after the date of the agency head letter. The
signed letter and coples are delivered to the recipieats identified in appendix
3., Aa additional letter is needed each time a new location is iancluded {ia ac
assignment.

b. Assignments Conducted as Duly Designated Agents of Committees Authorized
Access to Tax Toformatioa. For these assignments only one letter is required, a
Jetter to the agency from which tax information is to be obtained,

(1) As soon as a request letter is recefved, the program division must
prepare a letter aotifying agency officials of the assignment and the need for
access to tax laformation. The letter cites the job code and the aaticipated
work sites and iacludes the request letter as an enclosure. Letters to IRS or
BATF should refer to the assignment as a study, analysis, or evaluation {rather
than a survey or review); state the date that GAO plans to begin the assignment
(which must be at least 2 wecks after the date of the letter); and request that
appropriate officials be notified of GAO's assigomeot plans. (A sample letter
appears in appendix 8.)

(2) The program division forwards the draft letter to GGD's Issue Area
Coordinator for Tax Policy and Administration. The issue area coordinator
notifies the program division of any suggested changes.

(3) 1If the letter is addressed to IRS or BATF, the program division
forwards the letter in final form to GGD's Assoclate Director for Tax Pollicy
and Administration for signature. Otherwise, the program division is respon-
sible for gettliag the letter signed. The signed letter and copiles are delivered
to the reciplents 1dentified in appendix 3.

9. DESIGNATION OF GAO EMPLOYEES HAVING ACCESS TO TAX INFORMATION. GAO employ-
ees are not entitled ro possession of, knowledge of, or access to tax Informa-
tion solely by wvirtue of the office or position held, Rather, access to tax
information within GAQ is limited to those GAQ employees who need to obtain
and/or review such information in conjunction with an assigament described under
paragraph 7 and have been deslgnated in writing by the Comptroller General or
his designee as having access to such {aformation. These written designations
are made before the start of assignments and at certain specified intervals and
are not effective until they have been distributed to the appropriate congres-
sional committees and agencles. The designatioas must include any GAO employee
who will need access to the tax laformation, including administrative staff,
attorneys, and other office persoannel, In this regard, consultants can be
included on designation lists and thus authortized access to tax information only
if they are classified as special goverament employees under title 5 of the

U.S. Code; they can not be included if they are classified as independent
contractors, GAO's policies and procedures for prepar ~g aand distributing
written designations follow.
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a. Self-Initiated Assignments and Requests from Non-Ta Writing Committees
and Members of Congress.

(1) The Comptroller General, at six-month intervals, designates in
writing each GAO employee who is to have access to tax information. These
designations are updated monthly by the Associate Director for Tax Policy and
Administration, GGD, pursuant to the delegation of authority made under
paragraph 6.

(2) The associate director delivers certified coples of the semi-annual
1ists and monthly updates to (a) the Joint Committee on Taxation, (b) the Senate
Committee on Finance, (c¢) the House Committee on Ways and Means, {d) the Senate
Committee on Governmeantal Affairs, (e) the House Committee on Government
Operations, (f) IRS, (g) BATF, and (h) the program divisions responsible for
agssignments that require access to tax 1aformation.

(3) Before the initiation of assignments described under paragraphs
7a(2) and 7a(4), the Associate Director for Tax Policy and Administration, GGD,
provides the program divisions with certified copies of lists of those GAD
employees from the above lists who are to have access to tax information in the
ageacy's possession. The program divisions are responsible for delivering
coples of the lists to the appropriate agencies. The associate director
prepares updated listings for these agenclies when staffiag changes occur.

b. Assignments Conducted as Agents of the Joint Committee on Taxation.

(1) The Comptroller General, at six-month intervals, designates in
writing each GAO employee who is authorized access to tax informatioan as an
agent for that committee. The Associate Director for Tax Policy and
Administratioan, GGD, updates the designations moathly.

(2) The associate director delivers certified copies of the semi-annual
and monthly lists to the Joint Committee on Taxation, IRS, and the program
divisions responsible for assignments that require access to tax information.

(3) For an assigament i1ovolving an ageancy other than IRS, the associate
director, before initiation of the assigament, provides the responsible program
division with a certified copy of a list of GAD employees who are to have access
to tax information for the assignment. The program division delivers the list
to the agency. The assoclate director prepares updated 1listings when staffing
changes occur.

c. Assignments Conducted as Agents of the Senate Committee on Finance or
the House Committee on Ways and Means.

(1) The Comptroller General, prior to initiation of the assignment,
designates in writing each GAO employee who 1s authorized to have access to tax
information. These desigeraticns are updated by the Associate Director for Tax
Policy and Administration, GGD, as staffing changes occur.
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(2) The associate director delivers certified copies of the initial and
updated lists to (a) the comm:ttee for which GAQ 1s acting as an agent, (b) IRS or
BATF, 1if appropriate, and (c¢) the program division responsible for the assignment.
The program division delivers copies of the lists to agencies other than IRS and
BATF who will provide tax information as part of the assignment.

d. Program Division Responsibilities.

(1) For self-initiated assignments and assignments undertaken as agents
of the Joint Committee on Taxation, program division directors must advise GGD's
Issue Area Coordinator for Tax Policy and Administration, by the 15th of each
month, of the employees who are to be added to or deleted from the prior month's
designation list. For assignments undertaken as an agent of the House Committee on
Ways and Means or the Senate Committee on Finance, program division directors must
advise the 1ssue area coordinator, as scon as possible, of changes that are needed
to the designation list. For all assignments, directors should provide the full
name and title of the employee, the assignment code, and, 1f applicable, the name
of the committee for which the employee is to act as an agent. This infeormation
is needed for all headquarters, region, and staff office professional and admini-
strative employees who are to be assigned to or released from assignments requiring
access to tax information.

(2) Program divisions are responsible for assuring delivery of certified
coples of the lists to agencies, other than IRS and BATF, that are to provide tax
information.

(3) Program divisions are responsible also for assuring that tax informa-
tion is obtained and/or reviewed by only those employees who have been designated
by the Comptroller General or his designee as having access to such i1nformation.

10. RESTRICTIONS ON DISCLOSING TAX INFORMATION. The confidentiality of tax 1infor-
mation is closely protected by U.S. statutes. Unless specifically authorized,
government employvees, including those of GAOQ, are expressly prohibited from dis-
closing tax information. There are severe criminal and civil penalties for making
unauthorized disclosures. GAO employees are responsible for protecting the confi-
dentiality of tax information and for preventing unauthorized disclosures.

a. Authorized Disclosures. GAQ employees are expressly prohibited by statute
from disclosing tax information i1n a form that can be associated with, or otherwise
ident1fy, either directly or indirectly, a particular taxpayer except as provided
below. 26 U.S.C. 6103(1)(7)(A), 31 U.S.C. 713(b)(3).

(1) wWithin GAO, tax information wmay only be disclosed to employees who
(a) by vairtue of their involvement in an assignment, have a need to examine such
information and (b) have been designated as having access tc the 1nformation under
the procedures set forth under paragraph 9.

(2) Outside of GAO, tax information may be disclosed only te the Joint
Commlttee on Taxation, the Senate Committee on Finance, or the House Committee
on Ways and Means, but only when GAC 1s acting as a duly designated agent of one
of those committees and when the committee for which GAO 1s an agent 1s sitting
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in closed executive session. The program divisions must ¢« rtdinate any requests
for, or potential disclosures of, tax information with the Associate Directer
for Tax Policy and Admiaistration, GGD.

b. Penalties For Unauthorized Disclosures.

(1) Disciplinary action, including reprimand and suspension, may be
taken against employees who make an unauthorized disclosure of tax informatiocn,
(See GAD Order 2752.1, Adverse Actions.)

(2) GAO employees who willfully make an unauthorized disclosure are
subject to criminal penalties. An unauthorized disclosure is a feloony, punish-
able upon conviction by a fine of up to $5,000 and/or a jail term of not more
than 5 years. Upoon conviction, the employee will be discharged from employ-
meat. 26 U.S.C 7213(a)(1), 18 U.5.C. 1905.

(3) Civil penalties arte also provided for unauthorized disclosures of
tax information, The taxpaver involved can initiate a law suit for clivil
damages against the United States. 26 U.S5.C, 7431.

11. SAFEGUARDING TAX INFORMATION. To protect the confidentiality of tax infor-
mation and to prevent its unauthorized disclosure, GAD has developed safepuard
procedures that have been approved by the Secretary of the Treasury. The
Secretary may refuse GAO further access to tax information if these procedures
are not fully cbserved by GAO employees. Also, the Secretary is vequired to
report any safeguard deficiencies to the appropriate coagressional committees.
GAO employees with access to tax (nformation are responsible for carrylag out
the following safeguard procedures.

a. Disclosure Accounting. GAO is required to maiatain a permanent system
of records to account for all disclesures of tax faformation made to or by it.
26 U.S.C. 6103(p)(4)(A), 26 U.S.C. 6103(p)(6)(B)(1).

(1) Tax Information Disclosed to GAO. IRS, BATF, and other federal
ageancies that disclose tax Iinformation to GAQ are responsible for determining
when such a disclosure has occurred and for documenting each disclosure, GAO
relies on such determinatioas and recordings as the basis for its recordkeeping
system, Program divisions are responsible for eansuriag that their employees
obtain and record this information in accordance with the procedures described
below.

(a) GAD staff at the location where tax information is received
arranges with appropriate ageacy officials to obtain, on a daily basis, a copy
of each agency record of disclosure to GAO. Agency personnel are respoasible
for preparing these records. Generally, IRS personnel record disclosures to GAO
on IRS Forms 5466 and 5466A., Other agencles may have different disclosure
forms. GAO staff members are responsible for ideatifying these forms.

{(b) The copies of the agency's disclosure forms or other records
are used hy the GAO staff for dai1ly posting to GGD Form 4, Tax Administration
Disclosure Control Document. A separate form must be kept by each GAD work
location for each job code. (A sample GGD Form 4 appears in appendix 9.)

Page 53 GAO/GGD-86-81 Tax Policy and Administration




Appendix VII
GAQ Order Relating to Audit Assignments
Involving Access to Tax Information

N113s.1 September 24, 1985

(e} On the last day of every month, the GAQ staff at each work
location must forward a copy of the GGD Form 4 showlng the month's postings to
the Associate Director for Tax Policy and Administration, GGD. If no disclo-
sures were made during the month, a GGD Form 4 must be forwarded reflecting that
fact., If the agency disclosure officer at a particular location requests a copy
of the moath's postings, 1t should be provided.

(d) The GAD staff at each work location maiantains the original GGD
Form 45 and coples of the agency's disclosure forms or other supporting records
in a separate folder at each work location until the audit work 1s completed.
At that time, the folder is sent to the Assoclate Director for Tax Policy and
Administration, GGD.

{2) Tax Information Disclosed by GAO. As discussed under paragraph
10a(2), any requests for access to tax information made to GAD must be referred
to the Associate Director for Tax Policy and Admiasistratien, GGD, who is
responsible for responding to and accountiag for such requests.

b. Controlling Access to Tax Information. GAO employees are responsible
for controliing access to tax informatice in thelr possession. Program division
directors are responsible for ensurlng that all GAO eaployees on assignments
within their areas of respoasibility are famillar with the appropriate agency
standards regarding the safeguarding of tax 1oformation and the policies and
procedures set forth in this order. Any employee who has knowledge of the loss
or possible compromise of any tax information must promptly report the circum-
stances to the Associate Director for Tax Policy and Administration, GGD, who
will take appropriate action.

c. Physical Control Over Tax Information. GAO employees are responsible
for maintaining physical control over the tax information in their possession.
The tax information must be controlled in a manner that 1s congigtent with the
security standards set forth {n IRS' Publication 1075, Tax Information Security
Guidelines, any additional staandards established by the ageacy that provided the
information to GAD, and the policies and procedures set forth in this order.
Program division directors are responsible for ensuring that all GAO employees
on assignments within their areas of responsibility are familiar with all
appropriate physical security standards. For example

(1) All workpapers and workpaper bundles containing tax ieformation
must be marked 'access limited to GAO personnel designated for this assignment.’

(2) Computer files containing tax return informatioa must be protected
against disclosure to unauthorized personnel when being processed at non-IRS
computer facilities. The following safeguards must be adhered to:

(a) All magnetic media, files, reports, and related items must
remain under the direct control of an authorized GAO employee before, during,
and after processiag.

{(b) Tax information must not be left in the computer memory at the

end of processing. While tax data is resident in memory, access must be limited
to authorized applications.

10
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(c) All uandesired computer listings and repor.s nust be properly
disposed of by a GAO employee who has been authorized access to tax information.

(3) Tax information, working papers, and magnetic media (such as com~
futer tapes and electronic word processing disks) containiag tax 1nformation
must be stored 1o authorized metal cabinets with locks maintained 1n secure
areas under the control of employees who have been authorized access to tax
information. 26 U.S.C. 6103(p)(4)(R).

{(4) Tax information wust not be discussed over telephone lines that are
rot secure and must be transmitted electronically 1an accordance with GAO-
prescribed controls.

(5) When tax information, working papers, and magnetic media contalaing
tax 1nformation cananot be hand-carried, they must be sent by registered mail
with a return receipt to be signed by an employee authorized access to tax
information. Tax information sent 1a an envelope must be double sealed and the
inside envelope marked 'to be opened by addressee only.” Shipments of tax
information must be documented and monitored to ensure that they are promptly
received. A GAO Form 393, Routing and Control Record, must be completed 1n
duplicate. The original remains with the sender, the copy accompanies the
mailing.

(6) GAO will not retain custody of original returns after an assignment
1is completed, except by special arrangement made with the Commissioner of
Internal Revenue or the Commissioner's designee. GAQ will retura original
returns to IRS.

(7) When copies of returns and working papers containing tax informa-
tion are no longer needed, they should be transferred to the Federal Records
Center. Because special procedures apply to the transfer of tax information,
the program division should contact GGD's Issue Area Coordinator for Tax Policy
and Administration prior to transferring the records. If the program division
has retained custody of the tax information for 3 years after the assigament was
terminated, the information must he destroyed in accordaace with IRS' Tax Iafor-
mation Security Guidelines, under the supervision of a GAO employee designated
as having access to tax information. In accordance with IRS' guidelines, whea
tax information on magnetic media (e.g., computer tapes and electronic word
processing disks} 1s no longer needed, it must he erased and the tape either
released for other use or destroyed. 26 U.S.C. 6103(p)(4)(F).

d. Periodic Inspections of Safeguard Procedures and Anonual Safeguard
Activity Report.

(1) 26 U.S.C. 6103(p)(4) provides, ino effect, that 1f I[RS finds GAO's
procedures for safeguarding tax information to be inadequate, 1t can refuse to
disclose tax information to GAO until the inadequacies have been corrected.

(2) In that regard, GGD's Associate Director for Tax Policy and Admiai-
stration is responsible for assuring that periodic inspecticns of safeguard
procedures are made of GAO divisions and offices and maintaining a record of
each inspection in accordance with TRS' Tax Information Security Guldelines.

The Office of Security and Safety is responsible for making these inspections

11
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and reporting the results to the head of the division or office involved and to
the Associate Director for Tax Policy anod Administration, GGD. The inspection
records are available for IRS' review upon request.

(3) The Associate Director for Tax Policy and Administration, GGD,
is responsible for summarizing the inspection results for inclusion in the
annual Safeguard Activity Report to IRS as required by 26 U.S.C. 6103(p)(4)(E).
That report is also to include (3) information on significant changes in
safeguard procedures or authorized access to tax information during the year and
any changes or enhancements to physical and computer security measures used to
safeguard tax information and (b) the identity of tax information disposed of
during the year and the date and manner of destructioan., By December 31 of each
year, program divisions should forward any information concerning the above to
the Associate Director for Tax Policy and Administration for inclusion in the
annual report.

e. General,

(1) The Comptroller General and all GAO employees will cooperate with
the Commissioner of Iaternal Reveoue and the heads of other federal agencies in
implementing any additional controls or safeguards deemed necessary by the
Secretary of the Treasury to safeguard the confidentiality of tax information in
GAO's possession. 26 U.S.C. 6103(p){4)(D).

(2) Program division directors refer any additional safeguard
procedures recommended by the Commissioner of Internal Revenue or the heads of
other federal ageancies for use within GAO to the Associate Director for Tax
Policy and Administration, GGD, for review and approval.

12. BACKGROUND INVESTIGATIONS AND OUTSIDE EMPLOYMENT. To be consistent with
IRS' requiremeats for its own internal auditors, it is GAO's policy that aay
employee having access to tax information be subject to the favorable completion
of a background ianvestigation. Tt is GAO's policy also that employees assigned
to jobs lavolviag access to tax information not engage in outside employment
involving the preparation of tax returas.

13. ACCEPTANCE OF SPECIFIC TAXPAYERS' NAMES FROM CORGRESS. In accordaace with
GAC's policy, GAO audits of IRS' administration of the tax laws 1s normally
based oa a random sampling from appropriate universes of tax iaformation rather
than on a review of fnformation for preselected taxpayers. The circumstaaces
and procedures under which GAO will accept from the Congress names of specific
taxpayers are set forth in appendix 10,

14. NOTIFICATION OF COMPLETION OF CERTAIN ASSIGNMENTS. When GAO completes an
assigaoment of the nature described in paragraphs 7a(2) or (3), the Joint Commit-
tee on Taxation must be notified within 90 days. 26 U.S.C. 6103(1i)(7)(B)(iii).
In that regard, the program division, within 30 days after completion of an
assignment, prepares a letter to describe (a) the federal agency's use of the
tax information, (b) GAO's recommendations with respect to the federal agency's
use of tax informaticon, and {c) the Iimpact of GAO's recommendations on the
confideatiality of tax iaformation and on the administration of the tax laws.
The divisica forwards the notification letter, ia final form with an action
routing slip, through the Assoclate Director for Tax Policy and

12
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Administration, GGD, to the Comptroller General for signatu e. After the Comp-
troller General signs the letter, the program division delivers it to the Chief
of Staff of the Joint Committee on Taxation and provides a copy to the Associate
Director for Tax Policy and Administration.

15. ANNUAL REPORT. The Comptroller General is regquired by law to submit to the
Senate Committees on Finance and Governmental Affairs, the House Committees on
Ways and Means and Government Operations, and the Joint Committee on Taxation, a
written annual report on GAO assignments involviag IRS, BATF, and other federal
agencies for which it had access to tax 1aformation and the policies and
procedures established for protecting the confidentiality of tax informatien.
The program divisions are responsible for providing GGD's Issue Area Coordinator
for Tax Policy and Administration with information to be included in the

report. The Associate Director for Tax Policy and Administration, GGD, is
responsible for preparing the annual report. 31 U.S.C. 719(d).

a. Contents of Report. The annual report includes 1nformation on

(1) open recommendations to the Coangress,
{2) 1legislative action taken duriag the year on recommendations,

(3) recommendations made to the heads of federal agencies concerning
the admiaistration of taxes and/or the use of tax 1nformation,

(4) reports on tax matters issued during the year,
(5) testimony on tax matters given by GAO officlals during the year,

(6) scope and subject matter of assignments requiring access to tax
information initiated during the year, and

(7) GAO's policies and procedures for safeguarding the confidentiality
of tax information.

b. Responsibilities. Program division directors are responsible for pro-
viding GGD's Issue Area Coordinator for Tax Policy and Administration with the
information listed above for reports and assigoments within thelr areas of
respoasibility. The information should be provided ao later than Jaauary 15 of
each year and should apply to the prior caleadar year. {See appendix 11 for
sample formats,) The Associate Director for Tax Policy and Administration, GGD,
is responsible for preparing and processing the annual report for the signature
of the birector, GGD, as soon as possible after the close of each calendar year,

c. Report Distribution. The report 1s submitted to the House Committee on
Ways and Means, Senate Committee on Finance, Joint Committee on Taxation, House
Committee on Government Operations, and Senate Committee on Goveramental
Affairs. Copies of the report are sent to the heads of the federal agencies
discussed in 1t.
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APPENDIX 1. DEFINITIONS OF “RETURN,” "RETURN INFORMATION,™ AND "TAXPAYER
RETURN INFORMATION" LOCATED IN 26 U.S.C. 6103(b)

1. BETURN. The term "return” means any tax or information return, declaration
of estimated tax, or claim for refund required by, or provided for or permitted
under, the provisions of this title which is filed with the Secretary by, on
behalf of, or with respect to any person, and any amendment or supplement
thereto, including supporting schedules, attachments, or lists which are
supplemental to, or part of, the return so filed.

2. RETURN INFORMATION. The term "return information” means

a. a taxpayer's identity, the nature, source, or amount of his income,
payments, receipts, deductions, exemptions, credits, assets, liabilities,
net worth, tax liabilaity, tax withheld, deficiencies, overassessments, or
tax payments, whether the taxpayer's return was, is being, or will be
examined or subject to other investigation or processing, or any other
data, recelved by, recorded by, prepared by, furnished to, or collected by
the Secretary with respect to a return or with respect to the determina-
tion of the existence, or possible exlstence, of liabi1lity (or the
amount thereof) of any person under this title for any tax, penalty,
interest, fine, forfeiture, or other imposition, or offense, and

b. any part of any written determination or any background file
document relating to such written determination (as such terms are defined
in section 6110(b)) which 1s not open to public inspection under section
6110.

But such term does not include data in a form which cannot be asscciated with,
or otherwise identify, directly or indirectly, a particular taxpayer. Nothing
in the preceding sentence, or in any other provision of law, shall be construed
to require the disclosure of standards used or to be used for the gelection of
returns for examination, or data used or to be used for determining such
standards, if the Secretary determines that such disclosure will sericusly
impair assessment, collection, or enforcement under the internal revenue laws.

3. TAXPAYER RETURN INFORMATION. The term "taxpayer return information” means
return information as defined in paragraph (2) which is filed with, or furnished
to, the Secretary by or on behalf ¢f the taxpayer to whom such return
information relates.

L4

Page 58 GAO/GGD-86-81 Tax Policy and Adnunistration.



Appendix VII
GAQO Order Relating to Audit Assignments
Involving Access to Tax Information

0135.1

=
September 24, 1985 Appeadix 2

APPENDIX 2. GAO'S ACCESS TO TAX INFORMATION THAT IRS CAN DISCLOSE TO OTHER
AGENCIES UNDER 26 U.S5.C. 6103(1) AND (m)

Under certain circunstances, GAO may have access to tax 1nformation that a
federal ageacy does not have in 1ts files, but that 1t could have obtained for
non-tax admicistratioan purposes. This GAO access authority 1s limited to (1)
audits of the programs and activities for which agencles are authorized access
under 26 U.S.C. 6103(1) and (m}, a copy of which can be found at the end of this
appendix, and (2) the types of tax information that may be disclosed under those
sections. Also, before requesting access, GAO must take into account the burden
that such access might impose on the Internal Revenue Service.

Some of the programs and ectivities to which this access authority applies
and the kinds of tax information to which GAO may have access are summarized
below. The list is not all-iaclusive. Because the statutes governing this area
are complex, determinations as to whether or not GAO has access to tax informa-—
tion have to be made on a case-by-case basis. These determinations are to be
made in consultation with the Associate Director for Tax Policy and
Administration, GGD, and the Office of General Counsel.

FROGRAM OR TYPE OF TAX

AGENCY ACTIVITY INFORMATION
Social Security Administration of social Tax returns aad return i1aformation
Administration security benefits with respect to (1) self-employ~

ment income, (2) FICA taxes, and
(3) income taxes withheld from
wages, interest, and dividends

Administration of vested Statemeats, notificatioas,

benefits under employee reports, or other information
pension plan related to pension plans
Administration of the Information returns

combined annual wage
reporting program

Railroad Retire- Administration of the Tax returas and return raoformation
ment Board Railroad Retirement with respect to railroad retire-
Act ment taxes
Department of Administration of the Tax returns and return information
Labor and the employee benefit
Pension Benefit program
Guaranty Administration of the Tax returns and return i1nformation
Corporation termination insurance
program
Federal ageacies Administration of ted- Information on whether or not a
which make, eral loan programs loaa applicant has a delinquent
guarantee, or tax accouant

insure loaans
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AGENCY

Federal, state,
aad local
child support
eaforcement
agencles

Federal, state,
and local
agencies that
administer the
Food Stamp
Program

Federal, state,
and local
agencles which
administer the

Ald to Families

with Depeadent

Children Program

Federal, state,
and local
agencies that
admlnister
the Medicaid
Program

Federal, state
and local
ageacles that
administer the
Supplemeatal

Security Iacome

Program

Federal, state,
aad local
agencles that
administer
assistance

programs 1o the

territories

PROGRAM OK
ACTIVITY

Establishment and col-
lection of child sup-
port obligations

Determination of eligi-
bility for, or the cor-
rect amount of, benefits
under the Food Stamp
Program

Determinatioan of
bility for, or
correct amount of,
benefits under the Ald
to Families with
Depeadeat Children
Program

eligi-
the

Determination of
bility for, or
correct amount of,
benefits under the
Medicald Program

eligi-
the

Determination of eligi~
bility for, or the cor-
rect amount of, benefits
under the Supplemental
Security Income Program

Determination of eligi-
bility for, or the cor-
rect amount of, benefits
under assistance pro~
grams In the territories

16
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TYPE OF TAX
INFORMATION

Information from returns related
to income and dependents

Information from returans with
respect to wages, retirement
and self-employment lacone,
and

Information from returns with
respect to unearned 1lacome

Information from returns with
respect to wages, retirement
and self-employment income,
and

Information from returns with
respect to unearned iacome

Information from returns with
respect to wages, retirement
aad self-employmeat income,
and

Iaformation from returns with
respect to unearned lacome

Iaformation from returas with
respect to wages, retirement
and self-employmeat income, and

Information from returas with
respect to unearned iacome

Information from returns with
respect to wages, retirement
and self-employment lacome,
and

Information from returns with
respect to unearned income

Page 60

GAO/GGD-86-81 Tax Policy and Administration




Appendix VII
GAO Order Relating to Audit Assignments
Involving Access to Tax Information

September 24, 1985 0135.1
Appendi1x 2
PROGRAM OR TYPE OF TAX
AGENCY ACTIVITY INFORMATION
Federal, state, Determination of eligi- Information from returns with
and local bility for, or the cor- respect to wages, retirement
agencles that rect amount of, beae- and self-employment income and
administer the fits under the unemplov-
unemployment ment compensation bene- Information from returns with
compensation fit program respect to unearned income

benefit program

Federal agencies Location of individuals Taxpayer's mailing address
that collect to collect or compro-
or compromise mise federal claims

federal claims

Department of Collection of deliaquent Taxpayer's malling address
Education student loans

Federal agencies Establishment of appro- Certain return 1nformation
that request priate ageacy records related to offset of federal
IRS offset of or defense of litiga- debt
debts tioa or administrative

procedure ensuing from
federal debt reduction.
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26 U.8.C. 6103(1) and (m)

() Disclosure of Returns and Return Information for Purposes Other Than Tax Ad-
mimstration —

(1) Disclosure of certain returns and return information to Social Secunty Admiz-
istration and Railroad Retrrement Board.—The Secretary may, upon written request,
disclose returns and return information with respect to—

(A) taxes imposed by chapters 2, 21, and 24, to the Socal Secunty Admunistra-
tion for purposes of its admimistration of the Social Secunty Act,

(B) a plan to which part ! of subchapter D of chapter | apphes, to the Socal
Secunty Administration for purposes of carryt g out s responsioiity under section
1131 of the Social Secunty Act, imited, however (o return informanon descnbed
section 6057(d), and

(C) taxes mmposed by chapter 22, to the Ralroad Reurement Board for pur-
poses of 1ts adrmumstration of the Railroad Retirement Act

(2) Disclosure of returns and return information to the Department of Labor and
Pension Benefit Guaranty Corporation.—The Secretary may, tpon wntten reguest,
furmsh returns and return information to the proper officers and employees of the De-
partment of Labor and the Pension Benefit Guaranty Corporation for purposes of, but
only to the extent negessary n, the administration of titles I and IV of tne Employee
Retirement Income Secunty Act of 1974

(3) Disclosure that applicant for federal loan has tax delinquent account —

(A) Iu general —Lpon wntten request, the Secretary may disclose to the head
of the Federal agency admimistening any included Federal joan program whether or
not an apphecant for 2 loan under such program has a tax delinquent account

(B) Restnicuion on disclosure —Aay disclosure under subparagraph (A) shall be
made only for the purpose of, and to the extent necessary in, determining the cre-
ditworthiness of the applicant for the loan 1 question

(C) Included federal loan program defined —For purposes of ths paragraph,
the term “included Federal loan program™ means any program—

@) under which the Umted States or a Federal agency makes, guaraniess, or
insures loams, and

(1) with respect 1o which there 15 1 effect a determmation by the Director
of the Office of Management and Budget (which has been published m the Fed-
eral Register) that the apphcation of this paragraph to such program will sub-
stantially prevent or reduce future dehinquencies under such program

{4) Dhsciosure of returns and return information for use in personnel or claimant
representative matters —The Secretary may disclose returns and return information—
(A) upon wntten reguest—

(1} o an employze or former employee of the Department of the Treasury,
or to the duly authonzed legal representative of such employee or former em-
ployee, who 15 or may be a party to any admumstrative action or proceeding
affectng the personnel nghts of suck employee or former employee, or

(1) to any person, or to the dulv authonzed legal representative of such per-
son, whose nights are or may be affected by an adnumstrative action or proceed-
ing under section 330 of ntle 31, United States Code solely for use i the ac-
tion or proceeding or w preparanon for the actton or procesding, but only to
the extent that the Secretary detsrmunes that such returns or return information
15 or may be relevant and matenal to the action or proceeding, or
(B) 1o officers und employees of the Department of the Treasury for use any

acnon or procesding descnbed w subparagraph {A), or i preparanon for such ac-

tion or proceeding, to the extent necessary to advance or protect the mterests of
the United States

18

Page 62 GAO/GGD-86-81 Tax Policy and Administration




Appendix VII
GAO Order Relating to Audit Assignments
Involving Access to Tax Information

September 24, 1985 glis.l
Appendax 2

(5) Department of Health and Homan Services.—ULpon wniten request by the
Secretary of Health and Human Services, the Secretary may disclose wnformauon re-
turns filed pursuant to part LIl of subchapter A of chapter 61 of this subntle for the
purpose of carrying out, n accordance with an agreement entered nto pursuant to
secuan 232 of the Seaial Secunty Act, an effective return processing program

(6) Dusclosure of return information to Federal, State, and local child support en-
forcement agencies —

(A) Retum miormanon from Internal Revenue Service —The Secretary may,
upon wntten request. disclose 1o the appropnate Federal State, or local child sup-
port enforcement agency—

(1} avalable return informauco from the master fies of the Internal Revenue
Service relaung 1o the socal secunty account number (or numbers, if the indi-
widual involved has more than one such oumber), address, filing status, amounts
and nature of income, and the number of dependents reported on any return
filed by, or with respect to, any mndividuai with respect to whom child support
obligations are sought to be established or enforced pursuant to the prowisions
of part D of utle IV of the Social Secunty Act and wath respect to any individ-
ual to whom such support obligations are owing, and

(n) available return informanon reflacted on any return filed by, or with re-
spect to, any individual described m clause {1} relaung to the amount of such
wdividual’s gross income (as defined 1n section 61) or consisung of the names
and addresses of payors of such income and the names of any dependents re-
ported on such return, but only if such return mformation 15 not reasonably
avatlable from any other source.

(B) Restnction on disclosure —The Secretary shall disciose return infermauon
under subparagraph (A) only for purposes of. and to the extent necessary n, estab-
lishing arnd collecting child support obligations from, and locaung indimduals ow-
ing such obligations

(7) Dusclosure of retura imformanon to federal, state, and local agencies admims-
tering certan programs under the Social Secunty Act or the Food Stamp Act of
1977.—

(A} Return nformation from soctal secunty admimstrat.on —The Commissioner
of Social Security shall upon wntien request disclose return infermaton from returns
with respect to net eamngs from self-emplovment (as defined 1n secuon 1402) wages
(as’ defined 1n section 3121(a) or 3401a)), and payments of retirement income, which
have been disclosed to the Socal Secunty Admimistration as provided by paragraph
(1) or (5) of this subsection 1o any Federal, State, or local agzncy administenng a
program listed i subparagraph (D)

Return information from Internal Revenue Service —The Secretary shail,
upon wntten request, disclose current return information from returns with respect
to uncarmned mncome from the Internal Revenue Service files to any Federal, State,
or local agency admumstering a program hsted n subparagraph (D)

(C) Restnicnon on disclosure —The Commissioner of Sociil Secunty and the
Secretary shall disclose return mformauen under subparagrapks (A) and {B) only
for purposes of. and to the extent necessary wm determining engiblity for, or the
correct amount of benefits under a program listed o subparagraph (D§

(D) Programs to which rule apphies —The programs to which ths paragraph
applies are
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() ad to famihes with dependent children prowvided under a State plan ap-
proved under part A of title IV of the Socal Secunty Acr,

(n) medical assistancs provided under a Stale plan approved under utle XIX
of the Socal Secunty Act,

(u) supplemental secunty mcome benefits provded under ulle XV1 of the
Social Secunty Act. and federally admmmstered supplementary payments of the
type described 10 section 1616{a) of such Act (ncluding payments pursuant to
an agreement entered into under section 212(a) of Public Law $3-66),

(1v) any benefits provided under a State plan approved under tle I, X,
X1V, or XVI of the Social Security Act (as those tules apply 1o Puerto Raco,
Guam, and the Virgin Islands),

(v) unemployment compensation prowided under a State law described wn
section 3304 of this Code,

(w1} assistance provided under the Food Stamp Act of 1977, and

(vn) State-administered supplementary payments of the type descnibed mn
section 1616(a) of the Sccal Secunty Act (ncluding payments pursuant to an
agresment entered into under section 212(a) of Pubhc Law 93-66)

(8) Disclosure of certain return wmformanon by social secunty admmstration to
state and local child support enforcement agencies —

(A) In gencral —Upon wnitten request, the Commussioner of Social Secunty
shail disclose directly to officers and employees of a State or local child support
enforcsment agency return formation from returns with respect to socal secunty
account numbers, net earmings from self-=mployment {as defined i section 1402),
wages (as defined m section 3121(a) or 3401{a)), and payments of renrement in-
come which have been disclosed to the Socal Secunity Administration as prowvided
by paragraph {1} or (5) of this subsection

(B) Restnction on disclosure —The Commissioner of Somal Secunity shall dis-
close return nformation under subparagraph (A) only for purposes of, and 1o the
extent pecessary in, establishing and coilecting child support obligations from, and
locating, mndividuals owmg such obligations For purposes of the preceding sen-
tence, the term “child support obligations™ only ncludes obligatons which are be-
ing enforced pursuant to a plan descnbed m section 454 of the Social Securty Act
which has been approved by the Secretary of Health and Human Services under
part D of utle 1V of such Act

(C) State or local child support enforcement agency —For purposes of thus par-
agraph, the term “State or local child support enforcement agency™ means any
agency of a State or pohtical subdivision thercof operating pursuant to a plan de-
scribed 1n subparagraph (b}

(9) Disclosure of aleohol fuel prod to adminiserators of state alcohol laws.—
Notwithstanding any ather provision of this section, the Secretary may disclose—
the name and address of any person who 1s qualified to produce alcohol
for tuel use under section 5181, and

(BY the location of any premises to be used by such person n producing alco-
hol for fuel,
to any State agency, body, or commussion, or its legal representative, which 1s charged
under the laws of such State wath responsibility for adrumistrancn of State alcohol
laws solely for use i the admmstrantton of such laws

(10} Disclosure of certain wnformation to sgencies requesting a reduchon under
Section 6402(c) or 6402(d) —

(A) Return information from Internal Revenue Service —The Secretary may,
upon recemng a wntten request, disclose to officers and employees of an agency
seeking a reduction under section 6402(c) or 6402(d)—

(1) the fact that a reduction has been made or has nat besn made under
such subsection with respect to any person,
(1)} the amount of such reducnion, and

(m) taxpayer identifving informanan of the person against whom a reduction
was made or not made
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(B) Restriction on use of disclosed informauon —Aay officers and employees of
an agency recaiving return informanon under subparagraph (A) shall use such 1p-
formaton only for the purposes of, and to the extent necessary in establishing ap-
propnate agency records or mn the defense of any huganon or admmstrauve proce
dure enswing from reduction made under section 6402{c) or section 6402(d}

(11) Dusclosure of certain wnformstien fo agencies requesting a reduction under
section 6402(c) —

{A) Return information from mntenal revenue semvice —The Secretary shall,
upon réceving a wntten request, disclose to officers and employees of a State
agency seekimng a reduction under section 6402(c)—

() the fact that a reduction has been made or has not been made under
such subsection wath respect to any taxpayer,

(1) the amount of such-reduction,

() whether ,uch taxpayer filed a jomt return

(v} rtaxpayer 1denntyinformation with respect to the taxpaver agamst whom
a reduction was made or not made and of any other person filing a joint return
with such taxpayer, and

(v} the fact that a payment was made (and the amcunt of the pavment) on
the basis of a Joint return m accordance with section 464{a)(3) of the Socal Se-
cunty Act

(B) Restriction on use of disclosed iarormation —Any officers and employees of
an agency receiving return informanon under subparagraph (A) shall use such in-
formation only for the purposes of, and to the extent necessary in, establishing ap-
propniate agency records or 1o the defense of any liigation or administrative proce-
dure ensuing from a reducton made under secuon §402(c)

(m) Dusclosure of Taxpayer Ideatty Information —

(1) Tax refunds —The Secretary may disclose taxpayer idenuty nrormauon to the
press and other media for purposes of noufying persons enntled o tax refunds when
the Secretary, after teasonable efforr and lapse of ume, has been unable to locate such
persons

(2) Federal claims —

(A} In general —Except as provided n subparagraph (B), the Secretary may.
upon wntten request, disclose the mailing address of a taxpayer for use by officers
employees, or agents of a Federal agency for purposes of locatng such taxpayer to I
collect or compromuse a Federal claim aganst the taxpayer m accordance with sec-
ten 3 of the Federal Claims Collection Act of 1966 [secuon 3711 of utle 31,

YUrnited States Code] {31 USC 952)

(B} Speciai -ule for consumer reporting agenev —In the case of an agent of 2
Federal agenc/ which 15 a consumer reporung agency {(withia the meanmyg aof sec
ton 603(f) of the Fair Credst Reparting Act ?15 USC 168la(f), the makng ad-
dress of a taxpayer mav be disclosed lo such agent under subparagraph {A) only
for the purpose of allowng such agent to prepare a commercial credit report on
the taxpaver for use by such Federal agency mn accordance with section 3 of the
Federal Claims Collection Act of 1966 [section 3711 of utle 31 Umited States
Cade] (31 USC 952)

(31 Nationa! Institute for Occupational Safety and Health —Upon wnitten request,
the Secretary may disclose the maihing address of taxpayers to officers and employees
of the National Institute for Occupational Safety and Heaith solely for the purpose of
locating individuals who are or may have been, exposed to occupanional hazards in
order to determine the status of their health or to mform them of the possible need
for medical care and treatment
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& Individuals whe have defaulted on student loans —

(A) In general —Upon wnitten reauest by the Secretary of Education. the Sec-
retary may disclose the maiing address of any taxpayer who has defaulted on a
loan—

() made under part B or E of title [V of the Higher Education Act of 1965

or
(1) made pursuant to sechon 3a)(1) of the Migranon and Refugee Assist-
ance Act of 1962 to a student at an insutuuon of hugher education
for use only by officers empioyers, or agents of the Department of Educauon ot
purposes of locanng such taxpayer for purposes of collecting such loan
(B} Dusclosure to educational mstitunons, etc —
Any mailing address disclosed under subparagraph (A)(} may be disclosed by the
Secretary of Education to—
() any leader, or any State or nonprofit guarantee agency, which 15 paruc-
pating under part B of utle IV of the Higher Education Act of 1965, or
() any educational mstitunon with which the Secretary of Education has an
agreement under part E of utle 1V of such Act
for use only by officers, employees or agents of such lender, guarantee agency, or n-
stiuuon whose duties relate to the collecucn of student loans for purposes of locating
individuals who have defaulted on student loans made under such loan programs for
purposes of collecting such loans

[ X)
~
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APPENDIX 3. NOTIFICATION PROCEDURES

REQUIRED
NOT IFICAT1OMN
LETTERS ADDRESSEE S{GNER

Self-fnltlated assignments and requests other
than those from comm|ttees authorlzed access to

tax information

1. Joint commlttee Chalrman, Joint Camptrol ler
letter. Committee on Taxation. General .

23

PROCEDURES

Program division prepares dratt letter and
tentatlive GAD Form 100A and sends It to GGD's
Issua Area Coordinator for Tax Pollcy and
Administration.

{ssue Area Coordlnator Informally discusses
letter with joint committee and notifies
program division of suggested changes.

Program division finallzes letter and forwards
it with the tentative GAO Form 100A and Action
Routing Slip, GAO Form 319, through the
Assoclate Dlirector for Tax Pollcy and
Administration, GGD, to the Comptrol ler
General for signature.

After signature, program divislicon delivers
letter to Joint Committee on Taxation and
obtalns signed Record of Recaelpt, GGD Form 8.

Coples of the letter and signed record of

receipt are provided to

-—the agency from which tax Information Is
received,

--the Assoclate Director for Tax Policy and
Admin|stration, GGD, and

-~GGD's Issue Area Coordlinator for Tax Pollicy
and Adminlstration (2 copies).

Page 67

GAOQ/GGD-86-81 Tax Policy and Administration




Appendix VII
GAQ Order Relating to Audit Assignments
Involving Access to Tax Information

0135 September 24, 1985
Appendix 3
REQUIRED
NOT [ F |CAT 1O
LETTERS ADDRESSEE SIGNER PROCEDURES

2. Agency head Assignments for which tax Informatlon Is to ba obtalned from IRS
lotter.

Commisslonor of Compirol ler Program divislon prepares draft letter and

Internal Revenue. General . sends it to GGD's Issue Area Coordinator
for Tax Pollcy and Administration within
15 days of the date of the Joint Comml|ttee
on Taxatlon letter.

Issue area coordlnator discusses suggested
changes with the program divislon.

Program dlvision flnallzes latter and forwards
I+ with an actlon routing silp through the
Assoclate Director for Tax Pollcy and Admini-
stration, GGD, to the Comptroller General for
slignatura.

GG0's Issue Area Coordlnator for Tax Policy and
Administration dellvers the letter, with
coplas of tha Jolnt committee |etter and the
GGD Form 8 enclosed, to the addressee.

Coples of the letter and encliosures are provided
to
~-~the program dlvislon,
--the Associate Director for Tax Pollcy and
Administration, GGD, and
-~GGD's (ssue Area Coordinator for Tax Pollcy
and Administration (2 coples).
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Page 68 GAO/GGD-86-81 Tax Policy and Administration



Appendix VII
GAO Order Relating to Audit Assignments
Involving Access to Tax Information

REQUIRED
NOTIF ICATION
LETTERS

ADDRESSEE SIGNER

PROCEDURES

Assignments for which tax [nformation is to be obtalned from BATF

Secretary of the
Treasury, Attn
Assistant Secretary
(Enforcement and
Cperations),
Departmant of the
Treasury

cc Director,
Bureau of Alcohol,
Tobacco, and
Firearms.

Inspactor General-
Audlt Staff,
Department of the
Treasury.

Chief, Internal
Audi?, Bureau of
Alcohol, Tobacco,
and Firearms.

25

Comptrol ler
General .

Same procedures as for |RS assignments.

Additional copies of letter and enciosures are

provided to the

--Director, Bureauy of Alcohcl, Tebacco, and
Firearms,

--Inspector General - Audit Staff, Department
of the Treasury, and

~-Chiet, Internai Audit, Bureau of Alcohol,
Tobacco, and Firearms.
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REQUIRED
NOTIF ICATION
LETTERS ADDRE SSEE SIGNER PROCEDURES

Assignments for which tax information is to be obtalned from an agency other than IRS or BATF

As appropr|ate. Comptroller Same procedures as far IRS assignments, except
General . that program division deljvers letter and
anclosures to addresses.

Additlonal copies of the letter and enclosures
are pravided as appropriate.

3. Agency llaison Assigrments for which tax information 15 to be obtained from IRS
fetter.

Assistant GGD's Associate Program divislon prepares draft letter within 15
Commiss1oner Director for Tax days of the date of the joint committee letter
{Inspection) Policy and and sends 1t to GGD's Issue Area Coordinator
Internat Revenue Adminsitration for Tax Policy and Administration for review.
Service.

Issue area coordinator discusses suggested
changes with the program dlvislaon
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Appendix 3

SIGNER PROCEDURE S

Program drvision finalizes tetter and forwards
it to the Assocrate Director for Tax Pollcy
and Admimisteation, GGD, for signeture.

GGD's Issue Area Coordinator for Tax Policy and
Administration delivers the letter to the
addressesa,

Copiles of letter are provided to
--the program division,
--the Assocrate Director for Tax Policy and
Administration, GGD, and
--GGD's Issue Area Coordinator for Tax Palicy
and Admrnistration (2 copies)

Assignments for which tax information is to be obtained from BATF

Chief, Infernal Audit,
Bureau of Alcohol, Tobacco,

and Firearms.

Assignments for which tax information 1s

GGD's Assoc)ate Same procedures as for |RS assignments.
Director for Tax

Policy and

Administration.

1o be obtained from an agency other than (RS or BATF

As apprapriate.

To ba determinad To be determined by the responsible
by the responsible program divisions
program divisiona
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REQU IRED
NOTIF ICAT ION
LETTERS ADDRE SSEE SIGNER

Assighments conducted as duly deslgnated agents of
commlttees authorized access to tax information

September 24, 1985

PROCEDURES

1. Agency letter. Assignments for which tax information is to be obtalned from IRS

Assistant Commlis— GGD's Assocate
sioner (lnspec~ Director for Tax
tion) Policy and
Internal Revenus Admintstration.
Service.

28

Program division prepares draft letter and
forwards to GGD's |ssue Area Coordinator
for Tax Policy and Administration for review.

Issue area coordinator discusses suggested
changes with the program division.

Program division finatizes letter and forwards
It to the Assoclate Dirsctor for Tax Policy
and Administration, GGD, for signature.

8GD's Issue Area Coordinator for Tax Policy ang
Administration delivers the letter to the
addressee

Copies of the letter are provided to
-=the program division,
--the Associate Director for Tax Policy and
Administration, GGD, and
~-GG0's Issue Area Coordinator for Tax Policy
and Admrnistration (2 copies).

Page 72

GAOQ/GGD-86-81 Tax Policy and Administration




Appendix VII
GAO Order Relating to Audit Assignments
Involving Access to Tax Information

September 24, 1985

REQU IRED
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ADDRESSEE

01.35.1
Appendix 3

SEGNER PROCEDURES

Assignments for which tax information I1s to be obtained from BATF

Secretary of the
Treasury, Attn
Assistant Secretary
(Enforcement and
Operationsi,
Department of the

Treasury

¢ Director,
Bureau of Alcohal,
Tobacco, and
Firearms.

inspector General-
Audet Staft,
Department of the
Treasurys

Ch ef, Internal
Audit, Bursau of
Alcoho! , Tobacco,

and Firsarms

GGD's Assoclate
Cirector for Tax

Same procedures as for IRS assignments.

Policy and Additional coples of letter are provided ta
Administration the
--Director, Buraau of Alcohol, Tobacco and
Flraarms,
--lnspector General - Audit Staff, Department
of the Treasury, and
--Chief, Internal Aydit, Bureau of Alcohal,
Tobacco, and Firearms.
29
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REQUIRED
HOTIF JCATION
LETTERS ADDRESSEE SIGNER

September 24, 1985

PROCEDURES

Assignments for which tax Information is o be obtained irom an agency other than IRS or BATF

As appropriate. To be determined
by the responsible
program division.

30

Program division prepares draft letter and
forwards to GG0's issue Area Cocrdinator
for Tax Pollcy and Administratlon for
raview.

Issue area coordinator drscusses suggested
changes with the program divison.

Program division flnalizes letter, signs 11,
and dellvers 1T to addressee.

Coples of the letter are provided to
—-the Assoclate Director fa- Tax Pollcy and
Adminlstratlon, GGD, and
-=GGD's Issue Area Coordinator for Tax Policy
and Administration (2 coples).
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APPENDIX 4. SAMPLE JOINT COMMITTEE LETTER

The Honorable Dan Rostenkowski
Chairman, Joint Committee on Tawxation
Congress of the United States

Dear Mr. Chairman-

This letter is to aotify you that, pursuant to the authority graanted to us
by 31 U.S.C. 713 and Section 6103 of the Iaternal Revenue Code, we plan to
review the exteat to which the Internal Revenue Service (IRS) 1s required to pay
interest to taxpayers for overpayments it receives. Our overall objectives are
to (1) assess the poteatial impact of changes made by the Tax Fquity and Fiscal
Responsibility Act of 1982 (TEFRA) on iaterest costs aand (2) determine whether
IRS could take certain administracive actions to 1mprove 1ts return processing
procedures and, thereby, reduce the number and amount of such payments.

Under Section 6611 of the Internal Revenue Code, a taxpayer is eatitled to
receive interest on an overpayment to IRS if IRS does not 1ssue the refuad check
within 45 days after the return is due {normally April 15th). In general, the
code provides that the interest should be calculated from April 15 uantil the
date the refund check is issued. During fiscal year 1982, IRS paid about $1.8
billion in interest, up from about $500 million in fiscal year 1980.

TEFRA gave TRS some measure of relief from paying interest by providing
that no interest will be paid until a return is filed in a form suitable for
processing. Also, TEFRA changed the means by which iaterest is te be calculated
for delinquent filers. Prior to TEFRA, interest was paid from the due date
regardless of whether or not the return was delinguent.

To do this work, it will be necessary for us to have access to returns and
return information. For example, we plan to analyze a sample of tax returas on
which interest was paid by IRS to identify the circumstances surroundiag such
payments and to determine whether procedural shortcomings are contributing to
the interest payment problem.

Should you or members of your staff have any questions or comments on this
proposed assigament, please call Mr, Johnay C. Finch on 275-6407.

Sincerely yours,

Comptroller General
of the United States

31
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APPENDIX 5. SAMPLE GAO FORM 319, ACTION ROUTING SLIP

U 5 GENERAL ACCOUNTING OFFICE
ACTION ROUTING SLIP

NAME DATE

Associate Director, GGO

1. (mame of Associate Director for Tax Policy and Admin. )
Director, GGD

2. (name)

3. OcR

4. (omptroller Ceneral

Asspciate Director, GGD
s, (same name as in block 1)

[N

T.

&,

9.

10.

REMARKS
Please call (Associate Director's name} on
(telephone number) when letter 1s signed.
He will date 1it.

SAD PORM 219 (New Apr b4)

32
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APPENDIX 6. SAMPLE GAQ FORM 8, RECORD OF RECEIPT

[6ao rormn iz sm

RECORD OF RECEIPT

Received from the U S General Accounting Office a
letter dated . npotifying the Jaint Committee
on Taxation of its intent to 'nitate an audit pursuant
to the authority granted the General Accounting
Office inP L 95-125andsection 6103 of the Internal
Revenue Code

Joint Commuttes an Taxation

Date Received

Time Racaived

13
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APPENDIX 7. SAMPLES OF AGENCY HEAD LETTERS

The Honorable Roscoe L. Egger, Jr.
Commissioner of Internal Revenue
Department of the Treasury

Dear Mr. Egger:

Pursuant to the authority graated us 1a 31 U.S$.C. 713 and Section 6103 of
the Internal Revenue Code, we are conducting a study of the Internal Revenue
Service's Office of Chief Counsel. To effectively carry out our work, we will
aeed access to tax returns and return information.

Pursuant to the procedures noted 1o Section 6103 of the Code, we notified
the Joint Committee on Taxation on May 24, 1983 of our intent to initiate this
audit. Copies of our letter and the receipt signed by the joint committee are
enclosed.

Accordingly, this letter 1s to formally notify vyou of our audit and request
access to appropriate tax returns and retura ifoformation. Mr, Norman
Stubenhofer will be in contact with IRS to work out the arrangements for
obtaining the necessary ianformation.

Slacerely yours,

Comptroller General
of the United States

Enclosures - 2
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The Honorable Martha A. McSteen
Acting Commissioner of Social Security
Departmeat of Health and Human Services

Dear Mrs. McSteen

Pursuant to the authority granted us by Section 6103 of the Internal Reve-
nue Code, we are initlating a study of the effects of uncredited or erronecusly
credited earnings on individuals' Social Security eligibility and benefit
amounts. To effectively carry out outr work, we will aeed access to tax returns
and tax informatiorn.

We notified the Joint Committee on Taxation on August 23, 1984, of our
intent to initiate this study. Copies of our letter and the receipt signed by
the joint committee are enclosed.

Accordingly, this letter 1s to formally notify you of our study and our
requirement for access to appropriate tax returns and return iaformation, Mr.
Joseph Delfico or Mr. Joseph Kredatus will contact the agency to work out the
arrangements for obtalaniang the necessary information.

Sincerely yours,

Comptroller General
of the United States

Enclosures - 2
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APPENDIX 8. SAMPLES OF LIAISON LETTERS

Use this letter when assignment 1s self-initiated or beiag done at request of a
menber of Congress or a cosmmittee oot authorized access to tax infermation.

Mr, Robert L. Rebeln
Agsistant Commissioner (Inspection)
Internal Reveaue Service |

Dear Mr. Rebein:

This letter is to notlfy you that the Information Management and Technology
Division of the General Accountiang Office plans to initiate an audit (Job Code
510015) of the computer-based systems supporting IRS' iaformation returns pro-
gram (IRP). The objectives in this regard are to determine (1) whether the IRP
computer-based systems contaln sufficient internal controls to ensure accurate
and reliable data processing; (2) whether the current IRP computer-based systems
and document matching methodology are as efficient and effective as possible or
whether alterecative computerized wethodologies would be more efficient and
effective; and (3) the potential impact that the Tax Equity and Fiscal Responsi-
bility Act of 1982 will have on the existing IRP computer-based systems
regarding capacity to process additional information returns.

On September 12, 1983, we notified the Chairmaan, Joint Committee on Taxa-
tion, of this audit and stated that to carry out the objectives, it would be
necessary for us to obtain tax returas aod return ioformation from the Internal
Revenue Service. Copies of that letter aad the jolnt committee's signed receipt
are enclosed. A copy of the Comptroller General's subsequent notification
letter to the Commissioner is also eaclosed.

We would like to begin work duriag the week of October 31, 1983. We plan
to visit the National Office; National Computer Center, Martiansburg; WNorth
Atlantic Region, Andover Service Center; and Western Region, Fresno Service Cen~
ter. If we need to expand to additional locations, we will identify those for
you at a later date,

We would appreciate your advising appropriate officials of our plans. If
you have any questions concerning this job please coatact me on 275-6407 or Ted
Gonter of our Informaticn Management aad Technology Division on 275-4797.

Sincerely yours,

Johnny C, Finch
Senior Associate Director

Enclosures - 3
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Use this letter when assigoment is coaducted as duly designated ageat.

Mr. Robert L, Rebein
Assistant Commissiocner (Inspection)
Internal Revenue Service

Dear Mr. Rebein

This letter is to notify you of our intent to conduct a study of the use of
the research and experimentation tax credit at the request (copy enclosed) of
the House Committee on Ways aand Means {Job Code 268189). Our work, which will
be conducted pursuant to sectioa 6103(£f){4)(A) of the Internal Revenue Code,
pertains to section 44F which provides a 25-percent income tax credit for cer-
tain incremental research and development expenditures related to a trade or
business. The Committee would like GAO to provide infeormation aad data on the
(1) characteristics of users of the credit and (2) specific purposes for credit-—
related research and development expeanditures. To carry out this work, we will
need access to tax returns and return information.

Our work will be deone at IRS' National Office, including the Office of
Chief Counsel; its Midwest, Southeast, and Central Regional 0Offices; 1ts Detroit
data ceater, and its service centers la Chamblee, Kansas City, and Cincinnati.
We also plaa to carry out work at IRS district offices 1in Atlanta, Birmingham,
Chicago, Cincinnati, Cleveland, Columbia, Des Moines, Detroit, Jacksonville,
Milwaukee, St. Louis, and Springfield. If we need to do work 1a other
locations, we will identify those locations for you at a later date,

We plan to iaitiate this study on March 35, 1984, We would appreciate your
notifying the appropriate officials of our plans. If you have any gquestioas,
please call me at 275-6407. Thaok you for your cooperation,

Sincerely yours,

Johnny C, Finch
Senior Associate Director

Eaclosure

37
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APPENDIX 9. SAMPLE GGD FORM 4, TAX
ADMINISTRATION DISCLOSURE CONTROL DOCUMENT

GGO Form 4
fRev 2/85) U S GENERAL ACCOUNTING OFFICE
TAX ADMINISTRATION
DISCLOSURE CONTROL DOCUMENT
GAD QFFICE
JOB TITLE JOB CODE
LOCATION OF
DISCLOSURE TYPE OF DOCUMENT NUMBER OF
WORK DATE {IRS SERVICE CENTER (TAX RETURN TAXPAYERS
PAPER OF $5A HEADQUARTERS DATA PROCESSING RUN ON DISCLO
INDEX DISCLOSURE ETC) CORRESPONDENCE ETC) SURE FORM
L)
J
]
1
]
T
.
f t
SUBMISSION DATE TOTAL TAXPAYERS THIS MONTH
PREVIOUS MONTH
TO DATE
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APPENDIX 10. CONDITIONS UNDER WHICH GAO WILL ACCEPT FROM THE CONGRESS NAMES
OF TAXPAYERS WHEN AUDITING IRS' ADMINISTRATION OF THE TAX LAWS

1. STATEMENT OF PRINCIPLE.

a. GAO's policy is aot to investigate and report on the tax status of
specific taxpayers identified for GAQ by others. GAO officials articulated this
policy in testimony given before a congressional committee considering passage
of the bill which became Public Law 95-125 (now codified at 31 U.S.,C. 713)

In performing an audit of IRS, [GAO] would not be
concerned with the tdentity of individual taxpavers,
aor . . . would {GAO] 1mpose {1ts] judgment upon that
of IRS in individual tax cases. [GAO] would examine
the individual transactions on a sample basis and only
for the purpose of evaluating the effectiveness of IRS'
operations and activities.”

In addition, the legislative history of Public Law 95-125 indicated that

"The purpose of the legislation is to resolve . . .
the right of GAO to gain access to records necessary to
perform regular audits of the Service, . . .

“[The legislation] scrupulously safeguards the
privacy aand iotegrity of income tax returns and
information from unauthorized disclosure.

(H.R, Rep. No. 95-480)

b. 1In accordance with this policy, GAC audits of IRS' administration of the
tax laws will normally be based on a random sampling from appropriate universes
of tax information rather than on a preselection of 1ndividual returas. The
circumstances and procedures under which GAQ will accept from committees and
Members of Congress the names of taxpayers suspected of 1ncorrectly reporting
income, expenses, or deductions oa their returns are set forth in the guidelines
stated 1n the paragraphs below.

2. WORK DONE UNDER GAO AUTHORITY. When GAO 1nitiates a review pursuant to 31
0.5.C. 713 and sectlon 6103(i)(7) of the Internal Reveaue Code, tax information
will be obtained by sampling from appropriate universes.

a. Receipt of Names from Tax Writing Committees and Appropriate Oversight
Committees or Subcommittees.

(1} 1If the House Ways and Means Committee, Senate Finance Committee,
Joint Committee on Taxation, or committees or subcommittees having a jurisdic-
tional 1nterest ia the administration of the tax laws have knowledge of possible
tncorrect reporting of income, expenses, or deductions on returns by specific
taxpayers and want to provide the names of such taxpayers to GAO for audit pur-
poses, GAO will first suggest that they give the informatican directly to the
Internsl Revenue Service. 1If these committees still want to give the taxpayers’
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(2) GAO will not accept taxpayers' names for audit purposes from any
other congressional committee or Member. GAO will advise other committees and
Members that they should send the names directly to the Internal Revenue
Service.

h o
v

Cs

(1) GAO may analyze the tax information provided to it by the tax
writing committees or by committees ot subcommittees having a jurisdictional
interest in the administratioan of the tax laws to gain a better understanding of
the issues involved in an ongoing ar planned review GAO might make of the way
IRS administers the tax laws.

(2) GAQ will not intentionally iocorporate any names or information so
provided into any samples it draws to carry out its audits of IRS' administra-
tion of the tax laws. However, if such names are selected as part of a random
sampling of appropriate universes, GAO will analyze the circumstances of that
taxpayer in the same way it would for all taxpayers so selected.

(3) GAD will not report or disclose to anyone outside of IRS or GAO the
names of taxpavers ilacluded i{n 1ts samples or any information on sampled
taxpayers. Nor will GAO advise anyone who gave it raxpayers' names or any
information obtained by GAO about those taxpayers.

", . .« except when we act as agents of a committee
or subcommittee pursuant to section 6103(f)(4), we
do not belleve that sectlon 6103 authorizes us to

disclose to a committee or subcommittee of Congress

any tax return or any return information obtained
during the courge of a3 gsalf-iniriatad audit of IRS."

______ 8 course ©I1 geif-Initiated audlit LS.

3. WORK DONE UNDER COMMITTEE AUTHORITY.

a. When designated by the House Ways and Means Committee, Senate Flnance
Committee, or Joint Committee on Taxation pursuant to section 6103(f)(4) of the
Internal Revenue Code, GAO can accept the names of taxpayers from such commit—
tees and report back information on such taxpayers to thase committees. GAO can
do the same when designated by other committees acting pursuant to an appropri- [
ate coangressional resolution under the pravisions of section 6103(f){4) of the
Internal Revenue Code.

b. However, even 1n these cases it is GAO policy to encourage the above-
mentioned committees to provide the names of specific taxpayers directly to the
Internal Revenue Service if there is any susplcion on the committees' part that
the taxpayers have incorrectly reported income, expenses, or deductions.
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APPENDIX 11. SAMPLE FORMATS FOR ANNUAL REPORT

l. Sample format for open recommendations to the Congress.

SELF-EMPLOYMENT INCOME REPORTED B~-137762
FOR CREDIT TOWARD SOCIAL SECURITY 8-9-73
BENEFITS ALTHOUGH TAX NOT PAID Eﬂg
GGD-77-78

Summary of finding

IRS reports to the Social Security Administration the amount self-employed
persons deslignate on thelr iancome tax returas as self-employment iacome even
though such persons may not have paid the applicable self-employment sccial
security tax. The self-employed person thus receives credit toward social
security benefits even {f that persoe has not made the required contribution.

Recommendation

We recommended that the Congress amend section 205(c) of the Social
Security Act (42 U.S.C. 405(c)) to prohibit a person from receiving credits
toward social security benefits 1f that person has not paid the required tax on
self-employed income.

Action taken and/or pending

During the 95th Congress, the Chalrman of the Ways aand Means Oversight
Subcommittee introduced H.R. 12565, the "Self-Employment Tax Payments Act of
1978," which contained the substance of our recommendation. However, no action
was taken on the bill,

Tn 1979 the Chairman ¢f the Ways and Means Oversight Subcommittee relntro-
duced the bill which was renumbered as H.R. 5465 and was veferred to the Subcom—
mittee on Social Security., The subcommittee did not take action on the bill
during the 96th Congress. No further action has been taken,
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2. Sample format for legislative action taken during the year on
recommendations,

DELINQUENT TAXPAYERS DUE REFUNDS GGD-79-69
ARE NOT PENALIZED FOR FILING LATE B-137762
7-11-79

Summary of finding

Section 6651(a) of the Internal Revenue Code does not eacourage nonfilers
due refunds to file on time because they are not penalized for filing late.
Late filing penalties are assessed only on nonfllers who owe taxes.

Recommendation
We recommended that the Congress amend section 6651(a) of the Internal
Revenue Code to provide for a similar late filing penalty on nonfilers due

refunds.

Action taken and/or pending

The Tax Equity and Fiscal Responsibility Act of 1982 adopted our recommen-~
dation by providing for a penalty when an income tax return is not filed within
60 days of the due date, whether or not taxes are owed,
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3. Sample format for recommendations made to the heads of federal agencies
concerning the administration of taxes and/or the use of tax information.

IRS HAS NOT REVIEWED THE FINANCIAL HRD-82-13
SOUNDNESS OF THE TEAMSTERS' CENTRAL B-199238
STATES PENSICN FUND 4-28-82

Summary of finding

ERISA requires that employee pension plans satisfy minfmum funding stan-
dards each year and that each plan submit an annual report and actuarial data to
enforce ERISA's minimum funding standards.

Since 1975, the trustees of the Teamsters' Central States Southeast aand
Southwest Areas Pension Fund have had five actuarial valuations of the fund's
financial soundness. The last report, issued on April 3, 1981, stated that the
current funding should satisfy ERISA's requiremeants and that the fund 1s operat-
ing on a sound financial basis. However, the actuary's report described some
problems and situations that ceould have serious financial implicaticns for the
fund. Consequeatly, the actuary recommended that until the effects of deregula-
tion on the trucking industry and the Multi-Employer Amendments Act of 1980 can
be evaluated, the fund should adopt a conservative posture wlth respect to aay
liberalizing of benefits, Moreover, the actuary's April 1981 report showed that
the fund's unfunded accrued liability for current and future pension benefits
was about $6.05 billion at January 1, 1980. In this regard, IRS needs to
closely monitor the financial status of the fund to assure that 1t, 1n fact,
meets ERISA's funding standards.

Recommendation

We recommended that the Commissioner of Internal Revenue direct TRS offi-
clals to closely monitor the fund's financial operations to ascertain that the
fund meets the minimum funding standards of ERISA and, if aot, take whatever

action 1s needed to assure that the fund meets the act’'s requirements.

Action taken and/or pending

TIRS stated that the fund's July 1982 annual report would be thoroughly
examined to easure compliance with the minimum funding standards.
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4. Sample format for reports on tax matters.

REPORTS ON TAX MATTERS ISSUED DURING 1982

Title Date

Legislative and Administrative Changes to
Improve Verificatioa of Welfare Reciplents’
Income and Assets Could Save Hundreds of
Millions (HRD-82-9) 1/4/82

Excessive Specifications Are Limitiag
Competition for IRS Special Design Tax
Return Folders (GGD-B2-61) 3/24/82

Investigation to Reform Teamsters' Ceatral
States Peasion Fund Found Inadequate
(HRD-82-13) 4/28/82

The Federal Goverament Can Save $1.7 Million
Annually by Eliminating Strip Stamps
(GAO/GGD-82~60) 5/1/82

Uncertainties about the Definition and Scope
of the Property Concept May Reduce Windfall
Profit Tax Revenues (GAO/GGD-82-48) 5/13/82

Key Issues Affecting State Taxation of
Multi-jurisdictional Corporate Income Need
Resolving (GAO/GGD-82-38) 7/1/82 |

Impact of the Paperwork Reduction Act on
the Internal Revenue Service's Ability
to Administer the Tax Laws (GAQ/GGD-82-90) 7/6/82

Compilation of GAO's Work on Tax Administration
Activities During 1981 (GAO/GGD-82-82) 7/22/82

Further Research ianto Noacompliance is Needed
to Reduce Growing Tax Losses {GAO/GGD-82-34) 7/23/82

Changes to Appeals Process Could Imptove

Settlements and Iacrease Taxpayers'
Satisfaction (GAO/GGD-82-54) 7/28/82
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5. Sample format for testimony on ftax matters given by GAO officials during the year.

TESTIMONY ON TAX MATTERS
GIVEN BY GAD OFFICIALS DURING 1982

GAD Official Congressional Comm:ttee Subject Matter Date
William J Andersaon, NDirector, Subcommittee on Commerce, Adequacy of I|RS! 3r17/82
General Governament Divislan “onsumar and Monetary Rasources

Aftairs, House Cammittes
on Government Operations

Morton A. Myers, Diractor, Senate Finance Committee Taxatton of In- 3/18/82
Program Analys)s Orvislan surance Companies
Witliam J. Andersan, Director, Subcommittes on Oversight Senate Bull 2198, 3/22/82
General Government Oivision of the Internal Revenue Taxpayer Compliance

Service, Senate Finance Improvement Act of

Comm| *tee 1982
Wiltiam j. Anderson, Director, Subcommittee on Oversight Status of RS 3/24/82
General Government NDivision of Sovernment Management, Taxpayer Service

Senate Committee on Pragram

Governmental Affairs

Danfel F. Stantan, Jeputy Subcommtttee on Qversight Senate )11 2389, A4/26/82
Ciirector, General Government ot the tnternal Revenue independent
Divisrian Service, Senate Comm ttee Ceatractor Tax
on Finance Classification and
Compliance Act of
1932
william | Anderson, Director, Subcommittee on Oversight, JRS Policres and 4/26/82
General Gaverament Division Haouse Committee on Hays Procedures to
and Means Satequard Taxpayer

Rights and the
Effects >f Certain
Pravisions 2t the
196 Tax Reform
Act
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6. Sample format for scope and subject matter of audits requiring access to tax
information fanit{ated during the vear.

SCOPE AND SUBJECT MATTER CF
JOBS INITIATED DURING 1982
PURSUANT TO 31 U.S.C. 713

Subject matter Objective/scope Month started
IRS Taxpayer Assistance To obtain information January

on who uses IRS as-
sistance and what as~
sistance the users or
taxpayers in general

need. To evaluate the
resulting data to deter—
mine how IRS could use

its limited resources more

effectively.
Multi-Employer Peaslon To assess the impact of January
Plan Amendments Act the act and its provisions
of 1980 on (1) participants, bene-

ficiaries, employers, em-
ployee organizatioas, and
other affected parties, and
(2) the self-sufficiency of
the insurance fund estab-
lished to guarantee pay-
ment of basic benefits of
insolvent multi-employer
plans.

To address the usability
of multi-employer pension
plan data maintained by
the government.

To monitor efforts of IRS,

Labor, and Peansion Benefit

Guaranty Corporation to

admninister the act. '

To assess effects of the

basic withdrawal liabil-
ity provisions of the act.
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APPENDIZX 12. 31 U.S.C. 713, 719{d)

AUTHORITY TO AUDIT IRS (31 U.5.C. 713)

(a) Uader regulations of the Comptrolle- General, the Comptrolles Gen-
eral shall audit the Internal Revenue Se-vice and the Bureau of Aleohol
Tobacco, and Firearms, of the Devartment of the Treasury  An audit un
der this section does not affect a final dewsion of the Secretary of the Trea-

sury under section 6406 of the Internal Revenue Code of 1954 (26 USC
6406)

X1 To carry out this section and to the extent provided by and only
subject to section 6103 of the Internzl Revenue Code of 1954 (26 USC
6103}—

(A) reterns and return information (as defined mn section 6103(b) of
the Internal Revenue Code of 1954 (26 U S C. 6103(b)) shall be made
avadable to the Comptroller General, and

(B) records and property of, or used by, the Service or the Burean,
shall be made available to the Comptroller General

(2) At least once every 6 months, the Comptroller General shall designare
each officer and employee of the General Accounting Office by name and
utle to whom returns, rerurn mformation, or records or property of the Ser-
vice or the Burean that can identify a particular taxpayer may be made
available Each designanon or a cerufied copy of the designation shall be
sent t¢ the Committee on Finance of the Senate, the Comn'uttec‘ on Ways
and Means of the House of Representatives, the Committee on Governmen-
tal Affairs of the Senate, the Commuttee on Government Operations of the
House, the Joint Commurttee on Taxation, the Commissioner of Internal
Revenue, and the Director of the Bureau.

(3} Except as expressly provided by law, an officer or employee of the
Office may make known information denved from a record or property of,
or n use by, the Service or the Bureau that can dentify a parncular taxpay-
er ohly to ancther officer ar employee of the Office whose duties or powers
require that the record or property be made known

ANNUAL REPORT TOQ CONGRESSIONAL COMMITTEES (31 U.S.C. 719(d)}

(d) The Comptrolier General shall report each year to the Commuttess on
Finance and Governmental Affairs of the Senate, the Commuttess on Ways
and Means and Government Operations of the House of Representanves,
and the Jomt Committee on Taxation Each report shall include—

(1) procedures and requirements the Comptroller General, the Com-
missioner of Internal.Revenue, and the Director of the Bureau of Alco-
hol, Tobacco, and Firearms, prescribe to protect the confidentiality of
returns and return information made available to the Comptroller Gen-
eral under sectic1 T13(b)(1) of this title,

(2) the scope and subject matter of audits under section 713 of this
tile, and

(3) findings, conc’usiens, or recommendations the Comptroller Gen-
eral develops as a result of an auait under section 713 of thus tule,
including sigmficant evidence of nefficiency or mismanagement
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APPENDIX 13. GCAO ACCESS TO TAX INFORMATION AUTHORIZED
IN 26 U.5.C. 6103(i)(?)

\ed  Lompiruider General —

{A) Returns avaidable for inspection —Except as provided w subparagraph (C)
upon wrtten request by the Comptroller General of the United States, returns and
return wiormation shall be apen ta wspection by, ar disclosure to, officers and em-
pioyees of the General Accounung Office for the purpose of and to the exient nec-
essary m, making—

(1) an audit of the Internal Reverue Service or the Bureau of Alcohol, To-
bacco and Firearms which may be required by section 713 of utle 31, United
States Code or

{n) 2any audit authonzed by subsechon {pX6),

except that no such officer or employee shal. except to the extent authonzed by sub-
section {f} or (p)6). disclose to any person other than another officer or empioyee of
such office whose offical duties require such disclosure any return or return wnforma-
tion descnibed 1n section 4424(2) i a form which can be assocuated with, or otherwise
wdennfy, directly or mdirectiy, a parncular taxpayer, aor shall such officer or employee
disclose any other return or return information except as otherwise expresslv provided
by law, to any person other than such offices ar emploves of such office m a form
which can be associated with, or otherwise wenufy, directly or ndirectly, a parucular
taxpayer

(B) Audits of other agencies —

(1) In general —Nothing 1o this section shall prohiost apy return or return
mformanon obtaned under this tile by any Federal agency (other than an
agency referred to m subparagraph (A)) for use w any program or actvity from
being open to inspection by, or disclosure to, officers and emplovees of the Gen-
eral Accounung Office if such inspecnon or disclosure 15—

(I} for purposes of, and to the cxtent necessarv 1n making an aodit au-
thonzed by law of such program or acuwry, and

(I1} pursuant to a written reauest by the Comptroller General of the
United States to the head of such Federal agency

{u) Information from secretary —If the Comptrolle- General of the United
States deterrawnes that the returns of return nformanon avalable under clause
(1} are not sufficient for purposes of making an audit of any program or activity
of a Federal agency (other than an agency referred to m subparagraph (A)),
upon wntten request by the Comptroller General to the Secretary, returns and
return 1nformatcn (of the type authonzed by subsection (1) or (m) to be made
available to the Federal agency for use wm such program or actiwity) shall be
open to mspection by, of disclosure to, officers and employees of the General
Accounting Office for the purpose of and to the extent necessary wn, making
such audit

(1) Requirement of nouficauan upon complenon of audit —Witkun 90 days
after the completon of an audit with respect to which returs or return infor-
mation Were opened to mspection or disclosed under clause () or (u), the
Comptroiler General of the Umited States shall nonfy 1o wnung the Joint Com-
mittes on Taxanon of such complenon Such notice shall wclude—

{I) a descnpuon of the use of the returns and return mformation by the
Federal agency mvolved,

{I) such recommendations wth respect to the use of returns and retumn
nformaucen by such Federal agency as the Comptroller General deems ap-
propnate, and

(III) a statement o the wmpact of any such recommendations on confi-
dentiality of returns and return mfermation and the admumstration of this
ttle.

(v) Certan restrictions made applicable —The restnenons contaned 1o sub-
paragraph (A) ca the disclosure of any returns or return iformacon apen to
nspection or disclosed under such subparagraph shall also apply to returns and
return mformation open to inspection or disclosed under this subparagraph

{C) Dhsapproval by Joint Commuctee on Taxation —Returns and return tnfor-
mation shall not be open to mspection or disclosed under subparagragh (A) aor (B}
with respect to an audit—

() unless the Comptroller General of the United States noufies i wnnog
the Jomt Commuittee on Taxanoe of such audst, and

(u} f the Jounr Commuttee on Taxation disapproves such audit by a vote of
at least two-thirds of is members within th  30-day penod begnning on the
day the Joint Commuttee on Tavaticn receives such notice
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APPENDIX 14. PROCEDURES AND RECORDKEEPING TG SAFEGUARD
TAX INFORMATION IN 26 U.5.C. 6103(p){1)
THROUGH (p)(6)

{p) Procedure and Recordkeeqrig —

(1) Manner, ime, and place of impecuons —Requests for the inspection or disclo-
sure of a return or return miormanos and such mspection or disclosure shall be made
n such manner and at such time and place as shall be prescabed bv the Secrerary

(2) Procedure —

{A} Reproductuon of returns --A reproduction or cernfied reproduction of a
rerurn shall upon wntten request be furmsned 1o any person to whom disclosure
or nspecuon of such rerurn 15 authonzed uader this section A reasonable fes may
be prescnbed for furmismng such reproduction or cernified reproduction

(B) Dusclosure of rewrn mformanon —Return ntormanon disclosed to any per-
son under the prowisions of this ntle may be provided 1n the form of worten docue-
ments, reproductions of such documents, films or photommpressions, or electrom-
cally produced tapes, disks, or records, or by any other mode or means which the
Secretary determines necsssary of appropriate A reasonable fee may be prescnibed
for formshung such return wnformanon

(C) Use of reproductnions —Any reproduction of any retur, document, or
other matter made 1 accordance mith this paragraph shall have the same lezal sta-
tus as the ongnal. and any such reproducaon shall, f properly authenticated be
admussible 1n evidence n any judicial or admumstrative proceeding as 1f 1t were the
ongnal, whether or not the onginal 1s in existence.

(3) Records of inspection and disciosure —

(A) System of recordkesomg —Except as otherwise provided by this paragraph
the Secretary shail mantamn a permanent svstem of standardized records or ac-
countings of all requests for inspecucn or disclosure of returns and return informa-
ton (ncluding the reasons for and dates of such requests) and of returns and re-
turn wformanon pspected or disclosed under this secnon  Notwathstanding the
provisians of section 552alc} of nde 5 United States Code. the Secretary shail aot
be required to maintam a record or accounnng of requests for mspecnon or disclo-
sure of returns and remrm wnformation or of returns and return wformancn 10-
spected or disclosed, under the authonty of subsections (c), (e), (h)(1), (3XA), or
(4}, (I{4) or (T AKw), (D, (2, or {6}, (1)), (AUB), (5),17), (8),(9), (1uy, or (11),(m)
oraSn) The records or accountings requured to be maintained unde- this paragraph
shall be avarlable for examination by the Jont Commuttes on Taxanon or the Chuef
of Staff of such joiot commurtes. Such record or accounnng shall also be avalable
for exammation by such peson or persoss as mav be hut only to the extent, au-

thonzed to make such cvaminauon under sectien 55221c)(3) of ude 5 United
States Code

(B) Report by the Secretary —The Secretary shail, within 90 days after the
close of each colendar year furmisk to the Jont Commmttee on Taxanon a report
with respect to, or summarv of the records or accountings descnbed n subpara-
graph {A) m such form and contuming such mformation as such Joint commuttes
or the Chief of Staff of such jont committes mav designate Such report or sum-
mary shall not bowever nclude a record or accounnng of any request by the
President under subsecnion {g) for, or the disclosure 1 response to such request of
any return or return information with respect to any individual whg at the time of
such request, was an officer or employes of the executtve branch of the Federal
Government Such report or summary, or any part thereof, may be disclosed by
such jownt commuttee to such persons and for such purposes as the Jomt commttes

may, by record vote of a majoruv of the members of the jownt committes  deter-
mine
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{C) Public report on disciosures —The Secretary shall wathin 90 days after the
close of each calendar year, furmsh to the Jownt Commuttee on Taxation for disclo-
sure to the public a report with respect to the records or accounungs described m
subparagraph (A) which-—

provides with respect to each Fede-al agency, each agency, body, or com-
mission desenbed m subsection (d), (U(3)B) (g) or {{)(8), and the General Ac-
counting Office the number of—
(1) requests for disclosure of returns and return nformaten,
{I1) mstances 10 which returns and return mformation were disclosed
uant o such requests or othermse,
(I) tazpayers whose returns. or return information wath respect to
whom, were disclosed pursuant to such requests, an

(u) desenbes the general purposes for which such requests were made

{4) Safeguards —Any Federal agene  desenoed im subsection (ha(2), (hH8), ({1},
(2), (3), or (5), ()1} or (2)» (1), (), (3}, (5), (10}, or (11} or (0)(1), the General Ac-
counting Office or any agency, body, or commussion descioed m subsection (d).
W3XBI), or {{}B) (7). (8), or (9) shal as a condmon for recerving returns or return
mformaton-——

) estabiish and maintan, to the satisiaction of the Secretary, a permanent
system of standardized records wuth respect to any request the reason for such
request, and the date of such request made by or of it and any disclosure of cerum
or return mmformation made by or to it,

{B) establish and mamntain, to the sansfaction of the Secretary, a secure arsa or
place in winch such rerurns or return information shall be stored

(C) restrict, to the sausiacuen of the Sec-ewary, access to the retumms or return
formation enly to persons whose dutes or responsibiiiies require access and to
whom disclosure may be made under the provisions of ths tule;

(D) provide such other safeguards which the Secretary determunes (and whuch
he prescnbes n regulanons) to be necsssary or appropnate to protect the confiden-
nahty of the retums or return mformanon,

(E} furmish a report to the Secretarv, at such me and containing such wformpa-
tien as the Secretary may prescnbe, whica desenbes the procedures established and
unlized by such agency, body, or commission or the General Accounting Office for
ensunng the confidennality of returns and rerurn mformanon required by thus para-
graph; and

(F) upan complcnon of use of such returns or return information—

e case of an cy, body, or commussion descnibed wn subsection

@) G)(S)(BJ(l). or (!)(6). (7). (8). or (9) return to the Secretary such returns or

return mformation (along wath any copies made therefrom) or make such re-

turns or rerurn informaton undisclosablie 1 any manner and furmish a wnrten
report to the Secretary desenibing such manner; and

(1) mn the case of an agency descnibed m subsecrions )(2). (bi(6), G)(1), (2,

(3), or (5% ()(1) or (2). (i)(l). Q) G) (5), (10} or (11} or (0}(1). or the Gen-

eral Accounting Office, etther—

(I) return to the Secrerary such returns or return wfermanen (along with
any copies made therefrom),
(JI) otherwise made such returns or return mformation undisclosable, or
(II1) 1o the extent not so returned or made undisciosable, ensure that the
condinons of subparagraphs (A), (B), (C), (D), and {E} of thus paragraph
coniinue to be met wath respect to such returns or return mformation,
except that the condinons of subparagraphs (A), (B), (C), (D), and (E) shall cease to
apply with respect t0 any feturn or rerwn wnformanon if. and to the extent that, such
return or return wformation 15 disclosed m the course of any udicial or adrmmstrative
proceeding and made a part of the public record thereof If the Secretary determines
that any such agency, body, or commussion or the General Accountng Office has
faiied to. or does not. me=t the requirements of this paragraph, be may, after any pro-
ceedings for review established under paragraph (7), take such actions as are necsssary
to ensure such requirements are met, wcluding refusing to disclose returns or return
mformation to sech agency, body, or commussion or the General Accounting Office
untd he determunes that such requrements bave beea or wall be met In the case of
any agency which recaives any mailing address under subsecnon (m¥(2) or {4) and
which discloses any such mailing address to any agent, this paragraph shall apply to
such agency and cach such agent {except that in the case of an agent, any report to

the Secretary or other zcnion wath respect 10 the Secretary shall be made or taken
through such agency)
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(5) Report on procedures and sareguards.—After the close of each calendar quar-
ter, the Secretary shall furmsh to each commuttes descriced in subsection {f)(1) a re-
port which descibes the procedures and safeguards estaousned and uuhzed by such
ageacies, bodies or commissions and the General Accounnng Office for ensunng the
confidentialtty of returns and rerurn wrormanon as requred by this subsection Such
report shall aiso desenbe wnstances of deficienaies 1, and fauure to establish or urniize,
such procedures

(6) Audit of procedures and safequards —

(A) Audu by Comprroller Generw —The Comptratier General mav audit the
procedures and safeguards estabiished bv suct agences bomes or commussions
pursuant to this subsection to detz~mnpe whether such safeguards and procedures
meet the requrements of this subsecrion and ensure the confidenuality of returns
and return mmformanon The Comptroiler General shall noury the Secretary betore
any such audit 15 conducted

(B) Records of mspection amd rezorts by the Comptroller General —The
Comptrotler General shail—

maicixmn a pe-Tanent sysien of standarcized records and accounung of
recurns and retumn intormation nspected by officers and emplovess of the Gen-
erad Accounong Office unde- subsection ((7)(ANu) and shall wathin 90 davs
after the close of each calendar year hurmish to the Sec-etary a report with re-
spect to or summary of such recoras or accounungs o osuch form and contamn-
1y such mtormation as the Secrerar, mav prescnbe and
) furmush an anoual report to cach committee described in subsecuon ()
and to the Secrewry setting forth fus findings wath resper: to any audit con-
ducted pursuant to subparagraph (A)

The Sec-etary mav disclose to the Joirt Committes anv report furmusned 0 him
under clause f1)

"
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