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ISSUE D E F I N I T I O N  -------------- 
The c o n f i d e n t i d i t y  of  t h e  i n d r v i d u a l  income tax r e t u r n ,  and t h e  p e r s o n a l  

and f i n a n c i a l  i e o r n a t i o n  it c o n t a i n s ,  is c o n s i d e r e d  by many t o  be cr i t ical  
t o  the v i t a l i t y  o f  o u r  s e l f - a s s e s s m e n t  s y s t e a  o f  t a x  c o l l e c t i o n ,  Without  
p u b l i c  c o n f i d e n c e  in. t h e  privacy 02 the t a x  r e t u r n ,  i n f o r m a t i o n  n i g h t  be 
u i t h h e l d ,  p r e c l u d  i n g  e f f i c i e n t  t a x  c o l l e c t i o n ,  C o n s e q u e n t l y ,  Congress h a s  
become concerned o v e r  t a x  r e t u r n  c o n f i d e n t i a l i t y ,  

w h i l e  t h e  h i s t o r y  of t h e  i s s u e  o f  t a x  r e t u r n  c o n f i d e n t i a l i t y  nay be t r a c e d  
t o  t h e  C i v i l  Oar Income Tax A c t  of 1862 (12 S t a t .  473), when tax  r e t u r n  
i n f o r m a t i o n  u a s  p o s t e d  on c o u r t  house  d o o r s  and p u b l i s h e d  i n  local  newspapers  
t o  promote  s u r v e i l l a n c e  of o n e  t a x p a y e r  by a n o t h e r ,  t h e  r e c e n t  h i s t o r y  of t h e  
c o n t r o v e r s y  may be  d i r e c t l y  t r a c e d  t o  E x e c u t i v e  O r d e r s  11697 and 11709, 
i s s u e d  by f o r m e r  P r e s i d e n t  B i c h a r d  H, l i x o n .  These o r d e r s  a u t h o r i z e d  t h e  
Department  of A g r i c u l t u r e  t o  i n s p e c t  t h e  income t a x  r e t u r n s  of a l l  f a r m e r s  
n f o r  s t a t i s t i c a l  p r u p o ~ e s , ~  

Responding t o  c o n c e r n  a b o u t  t h e s e  o r d e r s ,  t u o  Bouse s u b c o m a i t t e e s  h e l d  
h e a r i n g s  i n t o  t h e  need  f o r  farm tax r e t u r n  c o n f i d e n t i a l i t y .  Depar tment  o f  
J u s t i c e  o f f ic ia l s  t e s t i f i e d  t h a t  t h e  E x e c u t i v e  o r d e r s  in q u e s t i o n  were 
p r o t o t y p e s  f o r  f u t u r e  o r d e r s  open ing  t h e  r e t u r n s  o f  o t h e r  g r o u p s  t o  
i n s p e c t i o n  by non tax  F e d e r a l  a g e n c i e s ,  Responding t o  t h e s e  h e a r i n g s  and  
p r e s s  art icles,  t h e  P r e s i d e n t  r e s c i n d e d  t h e  t u o  o r d e r s  on B a r .  2 1, 1974. 
However, t h e  i s s u e  of t a x  r e t u r n  c o n f i d e n t i a l i t y  c o n t i n u e d  t o  g a i n  nomentum, 
s p u r r e d  by r e v e l a t i o n s  o f  t h e  S e n a t e  Select C o m m i t t e e  on P r e s i d e n t i a l  
Campaign A c t i v i t i e s  (Wate rga te  Coami t t ee )  and t h e  House J u d i c i a r y  Coiamit teeDs 
i n q u i r y  i n t o  p o s s i b l e  impeachaen t  of t h e  P r e s i d e n t .  The White Bouse demanded 
and, i n  some cases, r e c e i v e d  c o n f i d e n t i a l  t a x  i n f o r m a t i o n  f rom t h e  I n t e r n a l  
Revenue S e r v i c e .  

It had l o n g  been t h e  law t h a t  t a x  r e t u r n s  were p u b l i c  documents ,  t h e i r  
d i s c l o s u r e  r e g u l a t e d  by t h e  s t a t u t e  ( s e c t i o n  6103 of t h e  I n t e r n a l  Revenue 
Code),  r e g u l a t i o n s  of t h e  Department  of t h e  T r e a s u r y ,  and  E x e c u t i v e  o r d e r s  o f  
t h e  P r e s i d e n t ,  The s t a t u t e  p e r m i t t e d  access t o  t a x  r e t u r n s  and t a x  
i n f o r m a t i o n  by S t a t e  e x e c u t i v e  o f f i c i a l s ,  S t a t e  tax c o r ~ m i s s ~ o n s ,  t h e  
t a x - q r i t i n g  committees of Congress  and o t h e r  c o n g r e s s i o n a l  bodies a u t h o r i z e d  
by r e s o l u t i o n  or E x e c u t i v e  o r d e r .  The r e g u l a t i o n s  expanded t h e  s c o p e  of 
p e m i t t e d  r e c e i p t  t o  i n c l u d e  t h e  Depar tment  of H e a l t h ,  Educa t ion ,  and 
Wellare; t h e  S e c u r i t i e s  and Exchange Coamiss ion;  t h e  Advisory Comaiss ion  on 
I n t e r g o v e r n m e n t a l  R e l a t i o n s ;  t h e  Department  of  Commerce ; t h e  Reneg o t i a t i o n  
Board; t h e  F e d e r a l  Trade  Commission; t h e  F e d e r a l  k e s e r v e  Board;  t h e  
Department  of t h e  T r e a s u r y ;  and t h e  Department  of J u s t i c e ,  f o r  b o t h  t a x  and 
n o n t a x  matters . The B x e c u t i v e  o r d e r s  opened t a x  r e t u r n s  t o  i n s p e c t i o n  by 
numerous o t h e r  Governmental  e n t i t i e s .  

The i s s u e  o f  t a x  r e t u r n  c o n f i d e n t i a l i t y  s p r e a d  f ror  faraersg r e t u r n s  to.  a 
g e n e r a l  i n q u i r y  i n t o  t h e  p r i v a c y  of t h e  i n d i v i d u a l  income tax  r e t u r n .  
C o n g r e s s i o n a l  c o n c e r n  was m a n i f e s t e d  i n  a r e q u e s t  t h a t  t h e  P r i v a c y  P r o t e c t i o n  
S tudy  Commission, e s t a b l i s h e d  as p a r t  o f  t h e  P r i v a c y  A c t  o f  1974, i n v e s t i g a t e  
and  r e p o r t  t o  t h e  Congress  on  t a x  r e t u r n  c o n f i d e n t i a l i t y  (P .L. 93-579, sec ,  
S(C) (2) (B) (ii)). The Col~miss ion  i s s u e d  its r e p o r t  on J u n e  9 ,  1976, a n d  
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s u g g e s t e d  major c h a n g e s  i n  t h e  law, i n c l u d i n g  l i a i t a t i o n s  on d i s t r i b u t i o n  of 
t a x  d a t a  t o  t h e  Depar tments  of J u s t i c e  and T r e a s u r y ,  t o  t h e  States a n d  local  
governments ,  and t o  o t h e r  e x e c u t i v e  a g e n c i e s  and t h e  Congress ,  as w e l l  a s  
i n c r e a s i n g  t h e  p e n a l t i e s  t o r  w r o n g f u l  d i s c l o s u r e .  

The Congress  took s p e c i f i c  a c t i o n  i n  1976, wi th  s e c t i o n  1202 of of t h e  %ax 
Beforn  A c t  o f  197 6  (E. .L. 94-455) , T h i s  s e c t i o n  e n t i r e l y  r e v i s e d  t h e  law 
r e s p e c t i n g  t a x  re t u r n  c o n f i d e n t i a l i t y ,  l i m i t i n g  t h e  a v a i l a b i l i t y  of re t u r n s  
and tax i n f o r m a t i o n ,  The major p r o v i s i o n s  of t h e  new l a u  p rov ide :  

(1) Tax r e t u r n s  are now c o n f i d e n t i a l  r e c o r d s ,  open to  i n s p e c t i o n  as 
prov ided  by s t a t u t e ,  r a t h e r  t h a n  mpublic  recordsm from disclosure o n l y  a s  
p rov ided  by l a u ,  

(2) T h e  a v a i l a b i l i t y  of  t a x  r e t u r n s  o r  r e t a r n  i n i o r n t a t i o n  is governed by 
s t a t u t e ,  r a t h e r  t h a n  r e g u i a t i o n s  and E x e c u t i v e  o r d e r s -  

(3) T a x r r i t l n g  commi t t ees  of t h e  Congress  may h a v e  t a x  r e t u r n s  and t a x  
d a t a  upon w r i t t e n  r e q u e s t  of their c h a i r p e r s o n s .  S o n t a x  committees may 
r e c e i v e  t a x  i n k o r m a t i o n  o n l y  i n  e x e c u t i v e  s e s s i o n ,  after coamittee a c t i o n  
r e q u e s t i n g  t h e  rn f o r n a t i o n ,  a f t e r  a House o r  S e n a t e  r e s o l u t i o n  a u t h o r i z i n g  
commit tee  i n s p e c t i o n  of  t a x  d a t a ,  and  a  w r i t t e n  r e q u e s t  by t h e  c o m n i t t e e  
c h a i r p e r s o n .  The Chief  of Staff  of t h e  J o i n t  C o m m i t t e e  on T a x a t i o n  may have  
t a x  d a t a  upon w r i t t e n  r e q u e s t ,  

(4)  The P r e s i d e n t  and c e r t a i n  Y h i t e  House officers may have  t a x  d a t a  upon 
w r i t t e n  r e q u e s t  o f  t h e  P r e s i d e n t ,  s i g n e d  by him o r  h e r  p e r s o n a l l y -  The 
P r e s i d e n t  o r  a u t h o r ~ z e d  o f f i c e r  o r  t h e  head of any e x e c u t i v e  agency nay  
r e q u e s t  a t a x  c h e c k  on  a n  i n d i v i d u a l  c o n s i d e r e d  for appo in tment .  The check  
is l i m i t e d  t o  whether  t h a t  individual h a s  f i l e d  a t a x  r e t u r n  m t h e  p a s t  3 
y e a r s ,  whether  any c i v i l  or c r i m i n a l  f r a u d  or c i v i l  n e g l i g e n c e  p e n a l t y  uas 
a s s e s s e d ,  whether  t h e  t a x p a y e r  f a i l e d  t o  pay t a x  w i t h i n  10 d a y s  of demand fo r  
p a y a e n t ,  whe the r  t h e r e  h a s  been any  c r i m i n a l  t a x  ~ n v e s t i g a t i o n  of  t h e  
i n d i v i d u a l  and t h e  r e s u l t s  o f  t h e  i n v e s t i g a t i o n .  The t a x p a y e r  is n o t i f i e d  
w i t h i n  3 d a y s  o f  t h e  I n t e r n a l  Revenue S e r v i c e @ s  r e c e i p t  o f  t h e  r e q u e s t  f o r  
t a x  check ,  and t h e  r e q u e s t i n g  body n u s t  f i l e  a q u a r t e r l y ,  c o n f i d e n t i a l  r e p o r t  
w i t h  t h e  J o i n t  C o m m i t t e e  on  T a x a t i o n  g i v i n g  t h e  r e a s o n s  f o r  t h e  r e q u e s t ,  The 
w h i t e  House d o e s  n o t  have  t o  r e p o r t  t o  t h e  J o i n t  Committee on T a x a t i o n  a s  t o  
r e q u e s t s  f o r  i n d i v i d u a l s  t h e n  s e r v i n g  i n  t h e  e x e c u t i v e  b r a n c h  of t h e  F e d e r a l  
Government. 

(5) U n i t e d  S t a t e s  A t t o r n e y s  and Department  of J u s t i c e  a t t o r n e y s  c a n  n o  
l o n g e r  r e c e i v e  tax i n k o r n a t i o n  f o r  t a x  i n v e s t i g a t i o n s  mere ly  upon o r a l  
r e q u e s t ,  B e q u e s t s  i rus t  now be  i n  w r i t i n g  and, u n l e s s  t h e  r e t u r n  is t h a t  o f  
t h e  i n d i v i d u a l  under  i n v e s t i g a t i o n ,  t h e  r e t u r n  n u s t  relate t o  a t r a n s a c t i o n  
w i t h  t h e  t a x p a y e r  u n d e r  i n v e s t i g a t i o n  o r  b e  r e l e v a n t  t o  t h e  r e s o l u t i o n  of a n  
i s s u e  r e l a t i n g  to t h a t  t a x p a y e r ' s  case, 

(6) U n i t e d  S t a t e s  A t t o r n e y s  a n d  Depar tment  of J u s t i c e  a t t o r n e y s  c a n  n o  
l o n g e r  o b t a i n  t a x  r e t u r n s  and  d a t a  for n o n t a x  c r i i n i n a i  cases a e r e l y  by 
s h o u i n g  t h e  i n f  m a a t i o n  ' necessa ry  i n  t h e  pe r fo rmance  of h i s  o f f i c i a l  d u t i e s m  
and p r e s e n t i n g  a  w r i t t e n  r e q u e s t  s i g n e d  by t h e  U n i t e d  States  A t t o r n e y ,  t h e  
A t t o r n e y  Genera l ,  and t h e  Deputy or A s s i s t a n t  A t t o r n e y  Genera l .  Under t h e  
new l a w ,  t h e  Depar tment  of J u s t i c e  a t t o r n e y  or Uni ted  States  A t t o r n e y  s e e k i n g  
t a x  i n f o r m a t i o n  f o r  a n o n t a x  c r i a i n a l  i n v e s t i g a t i o n  must  f i rs t  o b t a i n  an  
o r d e r  t r o n  a U n i t e d  S ta tes  D i s t r i c t  Cour t  upon a s h o u i n g  t h a t  t h e r e  is 
r e a s o n a b l e  c a u s e  t o  b e l i e v e  t h a t  a  s p e c i f i c  c r i n i n a l  act h a s  been c o n u t t e d ,  
t h a t  t h e  r e t u r n  o r  t a x  d a t a  is p r o b a t i v e  e v i d e n c e  o f  t h e  act ,  a n d  t h a t  t h e  
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i n f o r m a t i o n  elther c a n n o t  r e a s o n a b l y  b e  o b t a i n e d  f rom a n y  o t h e r  s o u r c e  o r  
t h a t  it c o n s t i t u t e s  t h a t  most p r o b a t i v e  e v i d e n c e  of t h e  act.  

(7) No agency nay o b t a i n  t a x  i n f o r m a t i o n  i n  n o n t a x  c i v i l  l i t i g a t i o n  u n l e s s  
t h e  U n i t e d  States is a d e f e n d a n t  i n  a c o n t r a c t  a c t i o n  b r o u g h t  after  
R e n e g o t i a t i o n  Board d e t e r m i n a t i o n .  

(8) S t a t e s  may r e c e i v e  t a x  d a t a  o n l y  upon u r i t t e n  r e q u e s t  o f  t h e  h i g h e s t  
S t a t e  tar officer , u s i n g  the i n f o r m a t i o n  s o l e l y  for  t a x  a d m i n i s t r a t i o n ,  and. 
upon showing of a d e q u a t e  s a f e g u a r d s  as t o  t h e  c o n f i d e n t i a t l i t y  of the F e d e r a l  
d a t a  - , 

(9) The p e n a l t y  f o r  wrong£ u l  d i s c l o s u r e  of t h e  t a x  d a t a  by a Governmental  
o f f i c i a l  o r  o t h e r  is i n c r e a s e d  from a  misdemeanor t o  a f e l o n y ,  and the 
p e n a l t y  i n c r e a s e d  f rorn a  f i n e  of  f 1,000 anci h p r  isonraent  o f  up t o  o n e  y e a r ,  
o r  b o t h ,  t o  a  f i n e  of up t o  $5,000 and imprisonment up t o  5 y e a r s ,  o r  b o t h .  

The neu s t a t u t e  is e f f e c t i v e  a s  of J a n .  1, 1977. 

The Depar tment  of J u s t i c e  h a s  e v i d e n c e d  d i s s a t i s f a c t i o n  w i t h  the 
p r o v i s i o n s  of t h e  neu l a w  a s  t h e y  relate t o  the a c t i v i t i e s  of t h a t  a g e n c y -  
H e a r i n g s  Mere h e l d  b e s o r e  t h e  House C o m m i t t e e  on Rays and Beans, Subcommittee 
on O v e r s i g h t  of t h e  I n t e r n a l  Bevenue S e r v i c e ,  o n  Feb  . 24, 1977. The A t t o r n e y  
G e n e r a l ,  H r .  G r i f f i n  B e l l ,  t e s t i f i e d  a g a i n s t  t h e  o p e r a t i o n  of t h e  neu 
r e s t r i c t i o n s ,  

S i n c e  t h e  e n a c t m e n t  of t h e  Tax R e f o r m  ActBs neu  r e s t r i c t i o n s  on t a x  
r e t u r n  d i s c l o s u r e ,  t u o  b i l l s  h a v e  been i n t r o d u c e d  t o  change t h e  l a u  on t h i s  
s u b j e c t  i n  t h e  4 5 t h  Congress:  

H.B. 525 (Lloyd of Tennesee)  , H .B, 2784 (Carney) 
E n t i r e l y  r e v i s e s  s e c t i o n  6103 of t h e  I n t e r n a l  Revenue Code, w i t h  

p a r t i c u l a r l y  no tewor thy  p r o v i s i o n s  o p e n i n g  t a x  r e t u r n s  t o  White B o u s e  
i n s p e c t i o n  as n e c e s s a r y  for  t h e  p e r f o r m a n c e  of t h e  P r e s i d e n t i a l  d u t i e s  and 
upon w r i t t e n  r e q u e s t ,  w i t h o u t  t h e  l i m i t a t i o n  c o n t a i n e d  in t h e  p r e s e n t  l a w  
r e s p e c t i n g  t a x  c h e c k s ;  no  d i s c l o s u r e  t o  c o n g r e s s i o n a l  committees o t h e r  t h a n  
the J o i n t  Committee o n  T a x a t i o n ;  d i s c l o s u r e  p e r m i t t e d  t o  t h e  head of any 
F e d e r a l  agency o n l y  of s t a t i s t i c a l  i n f o r m a t i o n ;  no  d i s c l o s u r e  of t a x  
i n f o r m a t i o n  t o  t h e  D e p a r t a e n t  of J u s t i c e  i n  nontax  cases; and raxinum fine 
fo r  u n a u t h o r i z e d  d i s c l o s u r e  of t a x  i n f o r m a t i o n  IS made 8 10,000 and/or  5 y e a r s  
impr isonment ,  u i t n  a s i m i l a r  p e n a l t y  f o r  u n a u t h o r i z e d  r e c e i p t  o f  t a x  d a t a .  
B-B- 525 u a s  i n t r o d u c e d  on  J a n ,  4 ,  1977, H,B, 2784 was i n t r o d u c e d  on Feb,  1, 
1977. The two measures were referred t o  t h e  House Ways and  Heans Comai t t ee .  

HEABIBGS ------- 
U ,So Congress  - Bouse, C o m a i t t e e  on A g r i c u l t u r e ,  S u b c o i m i t t e e  

on Depar tment  O p e r a t i o n s ,  I n s p e c t i o n  ok fa r re rs  F e d e r a l  incore 
t a x  r e t u r n s  by t h e  U ,So Department  of A g r i c u l t u r e ,  Hear ings ,  
93d Congress,  1st s e s s i o n  - a 12 (and) 8 9 7 5  Q a s h i n g t o n ,  
U.S, G o v t ,  P r i n t ,  O f f , ,  1973. 90 p ,  

U ,So Congress  . House, C o m m i t t e e  on Government O p e r a t i o n s .  
E x e c u t i v e  O r d e r s  11697 and 11709, p e r a i t i n g  i n s p e c t i o n  by  t h e  
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Depar tment  o f  A g r i c u l t u r e  of r ' a r a e r s '  income tax r e t u r n s .  
Hear ings ,  93d Congress,  1st s e s s i o n .  Hay 9 (and) Bug. 3, 1973. 
Uash ing ton ,  U.S. Govt. P r i n t .  Off . ,  1973. 1 6 7  p. 
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