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IRS OPERATIONS AND TAXPAYER ASSISTANCE

THURSDAY, FEBRUARY 27, 1975

Housk oF REPRESENTATIVES,
SuBcoMMITTEE ON OVERSIGHT,
CoMmrTTEE ON WAYS AND MEANS,

Washington, D.C.

The subcommittee met at 9:10 a.m., pursuant to notice, in room H-
208, the Capitol, Hon. Charles A. Vanik (chairman of the subcom-
mittee) presiding.

Mr. Vanik. The subcommittee will come to order.

As our members get in, we can move on to get preliminary business
over with.

I want to say first of all that our committee is saddened by the tragic
death of our colleague, Mr. Pettis, of California, due to tragic circum-
stances. It has been very difficult, and he has been a very hard and
conscientious worker, and we are going to deeply miss him.

I also want to point out to the committee that Mr. Duncan has been
selected to serve and is willing te serve as a member of this subcom-
mittee, and we will welcome Mr. Duncan later today.

1 want to say at the outset that our meeting today will last 1 hour,
since we must adjourn by 10 o’clock in order to meet with the caucus of
Democratic Members, and I will endeavor to provide that we move
expeditiously with our business so we can get as much done within this
time frame as possible.

We are pleased to have with us today the Commissioner of Internal
Revenue, Mr. Donald Alexander, one of my dear friends and col-
leagues. There are a number of issues we would like to discuss today,
and I regret that we are faced with time limitations. I hope we can
concentrate on things that are timely, particularly in the light of our
current business, the collection of revenue for the year 1975, based on
1974 income, and 1 hope we can concentrate on the progress of the
taxpayers’ assistance program, the possible problems in the area of tax
return preparers, and I hope we can hear from the Commissioner on
how we can proceed in the Ways and Means Committee to make his
task easier and the work of his Service more efficient.

We are here to do a constructive job, asa unit of Congress acting on
behalf of our colleagues, to provide for an oversight and review of the
ongoing programs of the administration in carrying out legislative
mandates.

I will yield at this point to my colleague from Ohio, Don Clancy. I
know he ‘wants to say some special things about the Commissioner.

There are two kinds of Buckeyes in Ohio, Cleveland Buckeyes, and
then there are Cincinnati Buckeyes. I am going to let Don tell you
about the difference.
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Mr. Crancy. First, we share your sentiments with respect to the
untimely passing of Mr. Pettis. He was a very valued member of this
subcommittee and the committee as a whole, and we regret very much
that he would have this tragic ending.

We are, however, very grateful for the fact that Mr. Duncan will
join us. He is a very able member of the committee and one who has a
great deal of dedication and will be a valued member.

With that, Mr. Chairman, I would also like to say that we are
pleased to have with us my friend and a person who is a fellow Cin-
cinnatian, one whom we have had a great deal of respect for both in
private and public life. He is a person who has an enviable reputation
in his profession, the legal profession, and I think that the country as
a whole is much better off with a person of this caliber serving in this
position. So we will welecome him this morning, and we want to com-
pliment him and his staff on the great job that he has done while he
has served in this capacity.

Mr. VaNik. The committee will be very happy to hear from you
before we proceed.

STATEMENT OF HON. DONALD C. ALEXANDER, COMMISSIONER OF
INTERNAL REVENUE SERVICE, ACCOMPANIED BY WILLIAM E.
WILLIAMS, DEPUTY COMMISSIONER ; MEADE WHITAKER, CHIEF
COUNSEL; BURKE W. WILLSEY, ASSISTANT TO THE COMMISSION-
ER; ROBERT H. TERRY, ASSISTANT COMMISSIONER (ACCOUNTS,
COLLECTION, AND TAXPAYER SERVICE) ; ANITA F. ALPERN, ACT-
ING ASSISTANT COMMISSIONER (PLANNING AND RESEARCH);
JOSEPH T. DAVIS, ASSISTANT COMMISSIONER (ADMINISTRA-
TION); AND SINGLETON B. WOLFE, ASSISTANT COMMISSIONER
(COMPLIANCE)

Mr. Avexanper. Congressman Vanik and Congressman Clancy,
thank you for those kind words. I am a fellow Buckeye who is now
trying to help some very fine people in a very difficult job.

I want to tell you how delighted the Internal Revenue Service is
about your interest in the Service and the way we try to administer
the laws for which you gentlemen are responsible.

We have the job of putting into effect and carrying out the laws that
you pass to govern our tax system; who pays what, when, and under
what circumstances, what people are entitled to what deductions, and
what administrative procedures and judicial rights of appeal are
written into title 26 of the United States Code.

Tax administration is too important to be left to the administrators
alone. I am delighted with the creation of this Subcommittee on Over-
sight and its companion in the Senate. I hope that you will have
periodic meetings. Call us down to explain to you what we are doing
Z_Llnpl why we are doing it and what we aren’t doing and why we aren’t

oing it.

In this way we will be benefited, and I think the cause of a sound
tax system, both in the legislation that is written here and in the ad-
ministration of that legslation, will be benefited. T am grateful to you
for this oversight hearing. I hope there will be many more.

I have just two points that I would like to touch on, at this time.
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For almost 2 years we have been engaged in an effort to help people
understand their rights as well as their responsibilities under this very
complex Internal Revenue Code. We have done our best to produce
some simplified tax return packages, some simplified instructions, some
simplified documents telling people what their rights are, and the
rights of appeal and the rights of persons in the collection area.

We need to do more than that, but we need help from you. We need
help from you in simplifying the law, itself. The law n certain re-
spects, as outlined in former Secretary Schultz’s testimony before the
Ways and Means Committee on April 30, 1973, is so complex that the
people that should be entitled to particular benefits, the retirement
income credit being an outstanding example, can’t find their way
through the maze that Congress intended for them.

We hope there will be basic simplification of the law on this issue.

Now, the economic downturn has created some special problems and
some special responsibilities for the Internal Revenue Service. We are
the largest collection agency, we think, in the world, and 1 am sure
that all members of this committee are aware of the economic and
financial problems facing many of their constituents. All taxpayers
are, of course, our constituency.

We have a special responsibility to try to understand the nature
of our constituency. We need to understand that the person who is
delinquent with respect to his or her taxes for the first time, because
of unanticipated problems, layoffs and dismissals, and problems facing
small business these days in keeping open, is different from the person
who plays games with the tax system and who engages in violation of
that person’s legal duties with respect to taxes withheld on the wages
of employees, and not paid over to the Federal Government. Also, we
need to recognize the repeater, the person who is not delinquent for
the first time, but who engages in continued delinquencies because we,
unlike other creditors, have charged a bargain interest rate of 6
percent.

We are grateful to this committee for meeting the problem of this
bargain rate of interest and for changing the rate effective July 1.

We have some other suggestions we would like to bring to the com-
mittee in this respect.

So I look forward to the questions of this subcommittee about what
we are doing and why we are doing it, and what we are not doing in
tax administration.

1 would like to introduce Meade Whitaker, the Chief Counsel of the
Internal Revenue Service, on my immediate right; and just beyond
Mr. Whitaker is Mr. William Williams, Deputy Commissioner of the
Internal Revenue Service; and there are a number of other Internal
Revenue officials, largely assistant commissioners, in the room.

There are two purposes, not only the purpose of responding spe-
cifically to your questions, but for the purpose of hearing your con-
cerns directly rather than through hearsay reported by me.

REFUNDS

Mr. Vanix. Thank you, Mr. Commissioner.

There is one question that T would like to propound, and I know it
is in the minds of all of us dealing with the current legislation before
us, and that is: How long will it take your Office to engineer out what-
ever refund plan is devised by the Congress?
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We are just talking about days and time to machine out to the
mandate we are under.

Mr. Arexanper. Members of my staff are working with the Joint
Committee staff and Ways and Means Committee staff in assisting in
the drafting of a bill that will provide a rebate in the amounts that
Congress decides upon for the people, but in a way that we can ad-
minister, in a way that permits us to decide the amount of the rebate
which each taxpayer will receive and get that information to the
Treasury Disbursing Office for issuance of the checks. :

We think that, if the legislation is, as we understand it to be, tailored
to what we input and maintain on our computers we can, in an addi-
tional computer cycle, an additional week after the determination of
the refunds to which the particular taxpayers on the cycle would be
otherwise entitled, do our job and get the information over to the
Treasury Disbursing Office.

Now, the Treasury Disbursing Office can issue about 12 million
checks a week, as T understand it.

I would like to call on Mr. Robert Terry, our Assistant Commis-
sioner, Taxpayer Service, who is right back behind Mr. Williams, to
supplement this answer.

Mr. Terry. That is correct.

I\{r. Vanik. The total time within approximately what period, what
is that?

Mr. Arexanper. We are talking about beginning the processing in
May, depending on when the legislation is passed.

Mr. Vanik. How many days and weeks does it take ?

Mr. Arexanper. Assuming the legislation is finalized before April
15, we believe, depending on the Disbursing Office workload, the first
checks can be 1n the mails or to the recipients before the end of May.

Now, those will be the first checks and not all of the checks by any
means. We will have checks continuing in June. We also have some
late filings, and those people who file after the April 15 date, won’t get
their rebates in June.

Mr. Terry. We can begin moving the refund tapes to regional dis-
bursing centers, within about 45 days after the effective date of the
legislation. Assuming that it is April 1, we could begin moving those
refund tapes within about 45 days.

The reason for that period, of course, is, when we can complete our
programing and do our testing. We anticipate doing the rebate job
as part of the routines on the programs already existing, so if we can
tailor the legislation to match our present system we can move quite
expeditiously.

It is possible we can improve on that 45 days, and we are presently
doing some work in the programs in anticipation of the provisions as
they are now suggested.

Mr. Vantr. What you are saying, it will take about 45 days and 1
week for every 12 million returns.

Mr. ArexanpEr. It takes 45 days, although we are trying to reduce
that period. That is for us to develop a test and distribute our com-
puter programs.

We have a 1-week cycle built into the program that we have ten-
tatively developed based upon the recommendations of the adminis-

tration with respect to the rebate and also the determinations made in
H.R. 2116.
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We will get this information to the Disbursing Office of the Treas-
ury that actually issues the checks, and we understand that they can
issue checks at the rate of about 12 million a week, running full time,
24 hours a day, with maximum staff.

The delays, as we see it, in the rebate checks being in the hands of
the individual taxpayers entitled to them may be as a result of this
limitation on how many checks can be issued and how soon.

INCREASING STANDARD DEDUCTIONS

Mr. Crancy. May I ask at that point what do you contemplate in
the way of adjustments in regard to title 2, if that were to be adopted
by Congress and signed by the President? What would it require on
the part of the Internal Revenue Service to comply with those
provisions?

Mr. Arexanper. Congressman Clancy, I am not sure I understand
totally what title 2 means.

Mr. Crancy. That has to do with the increase in the standard deduc-
tions which would result in tax decreases for the calendar year 1975.

Mr. ALexanDER. For the calendar year 1975, between the increase in
the standard deduction and the changes in the withholding tables,
which are also in title 2, the changes in the withholding tables would
take effect first.

I would like to ask Mr. Terry or Miss Alpern, who is Acting Assist-
ant Commissioner of Planning and Research, to tell this committee
how long it might take to have these changes in the withholding tables

- reflected not only in the distributions that we would make of instrue-
tions to taxpayers, but also in our computer program.

Miss Arpern. We are working on the withholding tables now. I
know the time frame will not impact adversely on rebates. It will have
no impact on that program whatsoever.

We are working on withholding instructions, and we are also work-
ing with the printers in terms of constructing withholding tables, so
that hopefully almost within the same 45-day time frame new with-
holding tables and instructions will be ready for promulgation. Em-
ployers could then begin to withhold based upon the new withholding
tables. It is the same time frame as rebates, about the end of June,
assuming that the legislation goes as it is now being formulated.

Mr. CranNcy. You wouldn’t contemplate any difficulty in having
these provisions complied with, say by the second half of calendar
year 1975?

Miss ArLperN. No.

Mr. Arexanper. The final impact will be in next year’s filing period.
On the next year’s filing period, we would anticipate that some people
would go off the tax rolls, not many, because people would still need to
file returns to get the refunds that they would be entitled to.

Mr. Vanik. Just to wrap this up, the staff hasa question here that
I would like to offer.

If the Senate does not make major changes in the 1974 refund pro-
vision, could that 45-day period start before Congress finishes its work
on the bill?

Mr. ArLexanper. We are developing a program now assuming that
the Senate stays with the exact same wording as that in the House bill.
We might suggest some modifications in the House bill with respect to
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interest on delayed refunds. We would do our best to shorten this 45-
day period because the 45-day period is one of developing and testing
as well as of implementation. So we would hope that we could shorten
it.

We recognize that congressional action may not be completed by
April 1. April 1 is not very far away. We will try to shorten it on
our end.

I would like to make one further point. I mentioned that some people
would be going off the tax rolls. Some people will be coming on. Some
people will be coming on if we give refunds to those who have not
paid income tax, refunds in excess of the income tax that they had
paid. I did not want to leave the impression that the enactment of
title 2 would have a necessary effect of decreasing the Internal Reve-
nue Service workload. Instead, it is the opposite I think will be true,
but whatever you enact you can be sure that we will do our best to
administer.

TAX FORM SIMPLIFICATION

Mr. Vanoer VEEN. I would like to ask whether or not the Service
has a combination of recommendations with reference to one of our
goals, to simplify the returns, and the other aspects of complying with
the rules and regulations?

Mr. ALExanDER. Mr. Vander Veen, the Treasury made a number of
recommendations on April 30, 1973, with respect to simplification of
some of the items in present law that cause the most administrative
difficulty.

I think the Joint Committee staff is fully aware of these items, re-
tirement income credit, miscellaneous deductions, the child care de-
duction to name three examples, and we will be glad to present our
xgefys which are presented through the Assistant Secretary for Tax

olicy.

We can do that immediately to the stafls down here at the Hill.
They can be aware of the problem areas, that are causing people not
to understand what they need to do to reduce their taxes, and nobody
need pay more than the amount they are legally required to pay.
Everybody is entitled to understand what their responsibilities are.

Mr. Vaxper VeeN. In addition to that, Mr. Commissioner, if we
could aim toward a goal such that the average wage earner did not
need to employ the services of somebody to prepare a tax return for
him or her.

Has consideration been given to that also?

Mr. Arexanper. Yes, 1t has. This is the effect of simplification,
Mr. Vander Veen, rather than a goal of simplification, as Internal
Revenue sees it. We are not attempting to put tax return preparers
out, of business, but we do believe that there is a vital public need in
havi(rllg a tax law that the public cannot only respect, but can under-
stand.

We think that those two issues, respect and understanding, go hand
in hand. The effect of simplifying the law will be to make it possible
for more people to comply with their reponsibilities and exercise their
rights without having to hire someone to do it. We think that is in
the public interest.
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Mr. Vanper VEEN. I would like to say that T thoroughly agree with
that, and I would like to ask one more question. That is whether or
not any consideration has been given or any study given to computer-
ized methods of making it possible such that many wage earner tax-
payers would not have to file a return at all, that is, by linking with-
holding on the part of large employers with a computerized system
at the IRS, whether or not it wouldn’t be possible to eliminate al-
together the filing of returns.

Mr. ALexanpER. It may be possible to eliminate the filing of returns
by many people. This is the case in Great Britain and Japan now.

I think that in Japan returns are actually filed by only 3 million of
the 30 million people on the tax rolls. The employers in Japan take
care of this particular responsibility, with respect to their employees.

In the United States, where we do have a more mobile employment
force and we have people that are tied less to their employers than they
are in other countries, we go only halfway. We go to withholding, an
obligation imposed on the employer with respect to not only the em-
ployer’s share of employment taxes but the employee’s income taxes
and employment taxes.

It may well be possible in the future to go further, and we are study-
ing this as well as the concept of annual filing, and a number of other
innovations to try to make the tax system better and easier to comply
with, and fairer.

At the moment we have no recommendations to present to the Treas-
ury and to Congress with respect to the employer undertaking a duty
to file, through a hookup with the employers and the computer, the
income tax returns of the employees.

We are constantly encouraging the use of magnetic tape in reporting
to us instead of the use of paper documents. But we will study this
matter further to find out whether a concept like that employed in
other highly industrialized countries might make sense, too.

Mr. Vaxnik. We will have to move on. We are going to try to limit
our individual questions to 4 minutes so we can get around the table.

Mr. Baravis. Thank you, Mr. Chairman.

INCREASE IN INTEREST ON DELINQUENT TAXES

Mr. Commissioner, in your opening remarks you spoke of the pos-
sibility of a raise in the interest penalty from 6 percent, to somewhere
around 9. I have had concern with the economic downtrend in the
last several months, the number of business failures that we have had,
and we are going to have a great number of delinquencies.

Do you think that increasing the interest rate is going to help solve
that problem? And, secondly, how are we going to collect what I
believe will probably be one of the largest sums of money due us in
many years ?

Mr. Arrxanper. Increasing the interest rate will solve the imbalance
that we now have with the 6-percent rate that has been in effect for
many years, and the fact that rates charged by lending agencies gen-
erally are far in excess of 6 percent. =

When one adds the penalty of a half of 1 percent a month, which is
the standard late payment penalty, to the 6-percent interest, we still
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have, we think, an inadequate tool to make it economic for someone
to play games with the system, someone who deliberately avoids re-
sponsibilities like that of paying withheld taxes.

Of course, this penalty is not applied where there is a reasonable
cause for late payment.

We hope that the committee will consider an acceleration of the pen-
alty from one-half of 1 percent a month to 2 percent a month, or 1
percent & month, to give us the right, in situations where there is no
reasonable cause for late payment, to make it unprofitable as well as
unsound for people to play games with the system. Some people have
in the past played games with the system. More people may today be
playing games with the system. We have a difficult task in our collec-
tion effort not only by reason of the problems that creditors face gen-
erally, the economic downturn creating hardships and making it im-
possible for people to pay previously incurred liabilities.

But also we have a problem of the taxpayer’s need to produce more
slices of cake than there are funds available to pay. Frequently the tax-
payer puts Uncle Sam at the end of the line of creditors rather than
at the beginning.

We have facing us an increase in the number of delinquent tax-
payers, an increase in the amount of delinquent taxes. We have a
special responsibility here to collect those taxes, but collect them using
the least possible force.

We have some strong medicine in the Internal Revenue Code, the
right to seize the taxpayer’s property, the right to levy, the right to
make a jeopardy assessment, and we need to use that strong medicine
only where it is clearly required.

Mr. Bararis. I think you are in a unique situation that you haven’t
been in for a long time, and I am just concerned whether the increased
penalties are going to compound the problem.

I realize some people have tried to use the 6-percent base to save
some money, but with many people this year that just isn’t a matter
of playing games. They don’t have the dollars available to them to file,
on the trust fund moneys, particularly.

Do you have any estimates as to how many in numbers, the approxi-
mate numbers, will increase in fiscal 1975 over fiscal 19747

Mr. Arexanper. We can supply for the record both the numbers of
taxpayers that are delinquent and have been delinquent in fiscal 1973
and fiscal ~1974, and our projection for 1975, and the aggregate
- amounts. The total amount that is just not collected is a bad debt, to
use the business term.

Out of the aggregate that we must collect it is very small. As I
understand it, Mr. Terry, it is less than $1 billion out of the $169 bil-
lion that we collected last year.

Now, we have an inventory of more than $2 billion in taxes that are
overdue, but that doesn’t mean that the taxes are uncollectible.

Individual taxpayers present a different situation from business
taxpayers. As to individual taxpayers, many of them would be entitled
to a refund at the end of the year but for the fact that they owe us
taxes. And, of course, we will offset that against the rebate that would
otherwise be paid to them.

[The following was offered for the record by Mr. Alexander :]
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DELINQUENT TAXPAYERS INFORMATION

The following figures represent the total number of first notices issued and
their aggregate amount for delinquent taxes during calendar years 1972, 1973
and 1974. The number of taxpayers included in these delinquencies is not
available.

First notices

issued for
- delinquent  Aggregate amount
Calendar year! taxes 3 of first notices3
1972 e 7,200, 000 $4, 148, 000, 000
1973 __ 7, 380, 000 4, 403,000, 000
1974 . 8,088, 000 4,957, 000, 000
1975 (projected) e 8,193, 000 5, 022, 000, 000

1 Fiscal year data cannot be given because a processing problem caused a significant number of notices that would have
been issued in May or June of fiscal year 1973 to be issued in July of fiscal year 1974. The calendar year statistics were not
distorted by this occurrence and therefore provide a more accurate picture of delinquency growth.

2 Rounded to thousands.

3 Rounded to millions.

Mr. Bararis. I would like to explore this further, but we have some
other members.

Mr. Vanix. I was going to point out, Mr. Commissioner, we are also
concerned with the interest that we have to pay out on delinquent pay-
outs. I noticed that in 1974 it was $220 million, and in 1975 it was $239
million, and the estimate for 1976 is $390 million.

I don’t want to take time now to have you analyze that, but I hope
you might be able to supplement something in the record to point out
the problem that arises, that causes that increase in interest paid out
on delinquent refunds.

Mr. ALExANDER. Part of it is due to increased volume, and part of it
is taking into account the increase of 50 percent in the rate. When you
look at that figure, and you consider the Interest rate on deficiencies, it
is double that particular figure, so there is a profit to the Government
in interest.

Mr. RanceL. What answer is given to the taxpayer as to why the
Government and/or the employer should not pay interest on the money
withheld from his salary ?

Mr. ALexanper. Mr. Rangel, this problem of overwithholding——
Mr. RaxceL. No, sir. T am talking about the withholding.
Mr. ALexanpEr. I think that aspect of it, the aspect that concerns

us

Mr. Rancer. I am not talking about overwithholding. When you
deal with overwithholding, you are really aggravating the situation.
But in New York State there isa tendency for landlords, and certainly
telephone companies, to hold moneys for services not rendered. The
taxpayer is entitled to the going interest rate or at least a fair return
for that money which is actually being used.

Mr. ALexaNDER. Well, our system of pay-as-you-go taxation as in-
stalled and developed back in 1943 calls for the taxpayers, through
withholding and through estimated taxes, to pay to the Government
taxes due on their earnings to the particular time of payments.

Thus, taxes are paid on wages as they are earned, rather than later,
at the end of the year, as has been the situation before that. It is rather
hard for this agency to envision how it could operate successfully if
we did not have this system.
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Mr. Raneer. It may be hard for me, but I didn’t think anything
would be too difficult for the computer. It seems as though during that
year the computer could be programed to figure out the interest
which should be returned to the taxpayer for the use of his money.

Mr. Arexanper. They have been using your money, Mr. Rangel ; if
the taxpayer had a right to delay until after the end of the year the
meeting of his or her tax obligations. So we could, if Congress chose
to enact a law calling for the payment of interest on withheld taxes
or taxes paid on estimated returns. We could make that interest pay-
ment or make it an offset to the tax obligation of a particular taxpayer.
Congress has not called for this.

Mr. Raneer. But it can be done, though ?

Mr. ALexanper. It could be done, yes, but we have a special problem
in overwithholding. There is a great degree, as Chairman Vanik men-
tioned at a previous hearing, of overwithholding in the United States
at this time. We will pay out, we anticipate, about $26 billion in refunds
to more than 65 million individual taxpayers. If we make those re-
funds within 45 days of the April 15 deadline for filing individual tax
returns, no interest is paid with respect to them.

Chairman Vanik brought up the issue of the large amount of interest
that we anticipate paying in any event, almost $400 million antici-
pated in the next fiscal year. Any requirement shortening the 45-day
period or calling for the payment of interest on withheld taxes or esti-
mated taxes would, of course, add to that cost.

INVASION OF PRIVACY

Mr. Rancer. May I ask just one more question. This is a sensitive
one, but it is seeking information.

Has there been any change in Internal Revenue regulations or Execu-
tive orders that would prevent the political intrusion into the privacy
of income taxpayers?

Mr. Arexanper. Yes, there have been some changes, the Executive
order issued by President Ford, and there have been changes in the In-
ternal Revenue’s procedures.

Mr. RaveeL. How would IRS handle a request that came from the
White House for someone’s income tax returns ?

Mr. Avexanper. President Ford issued an Executive order last Sep-
tember which very narrowly restricts the right of the White House or
anyone in it to request or examine income tax returns.

Since I have been Commissioner of Internal Revenue, no such re-
quests have been made by the White House.

Mr. Ranger. And the FBI?

Mr. Arexanper. The FBI does get tax information at a rate of about
1,000 a year on prospective appointees, on prospective employees of the
White House, or employees of the White House or employees of the
executive branch.

Mr. RaneeL. Must they give information to indicate who has re-
quested from the White House ?

Mr. Arexawper. Not as to the tax checks, but tax checks are very
narrowly limited. We simply say to the FBI, who are in charge of
course of checking out the prospective appointees’ qualifications,
whether the particular person has filed a tax return for the last 3 years,
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whether there has been a criminal investigation of that particular per-
son, whether that person has an unpaid liability.

Mr. RanceL. You mean it is impossible for them to look at the raw
information %

Mr. ArLexanper. They do not look at the raw returns, and I would
like to supply for the record, if I may, Congressman Rangel, and
Mr. Chairman, the Executive order issued by the President, the in-
structions which I issued which centralized all of this through my office,
and only the Deputy Commissioner and I can act in this particular
respect, and other materials which I think will give a complete and
comprehensive answer to this very good question.

Mr. RaxceL. You will put that in the record?

Mr. ALEXANDER. Yes.

[The material follows:]

THE PRESIDENT
EXECUTIVE ORDER 11805

Inspection by President and Certain Designated Employees of the White House
Ofice of Tax Returns Made Under the Internal Revenue Code of 195}

By virtue of the authority vested in me as President of the United States, and
in the interest of protecting the right of taxpayers to privacy and confidentiality
regarding their tax affairs consistent with proper internal management of the Gov-
ernment, and in the further interest of maintaining the integrity of the self-assess-
ment system of Federal taxation, it is hereby ordered that any return, as defined
in Section 301.6103(a)-1 of the Treasury Regulations on Procedure and Adminis-
tration (26 CFR Part 301) as amended from time to time, made by a taxpayer in
respect of any tax described in Section 301.6103(a)-1(a) (2) of such regulations
shall be delivered to or open to inspection by the President only upon written re-
quest signed by the President personally.

Any such request for delivery or inspection shall be addressed to the Secretary
of the Treasury or his delegate and shall state: (i) the name and address of the
taxpayer whose return is to be inspected, (ii) the kind of return or returns which
are to be inspected, and (iii) the taxable period or periods covered by such return
or returns. .

In any such request for delivery or inspection, the President may designate by
name an employee or employees of the White House Office who are authorized
on behalf of the President to receive any such return or make such inspection,
provided that the President will not so designate an employee unless such em-
ployee is the holder of a Presidential commission whose annual rate of basic pay
equals or exceeds the annual rate of basic pay prescribed by 5 U.8.C. 5316. No
disclosure of such return, or any data contained therein or derived therefrom
shall be made by such employee except to the President, without the written
direction of the President.

All persons obtaining access to such return, or any data contained therein or
derived therefrom shall in all respects be subject to the provisions of 26 U.S.C.
6103, as amended.

GERALD R. FORD.

THE WHITE HOUSE,

September 20, 1974.

[FR Doc. 74-22293 Filed 9-20-7T4; 4:42 pm]

NEWS RELEASE—DEPARTMENT OF THE TREASURY
INTERNAL REVENUE SERVICE, WASHINGTON, D.C., AUGUST 22, 1974

The Internal Revenue Service has issued formal instructions to all of its
employees that place strict limitations on the furnishing of tax returns and tax
information to the White House.
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The instructions, which had been previously conveyed orally to key IRS
officials, provide that requests from the White House must be in writing and
may be responded to only by the Commissioner of Internal Revenue. In the
Commissioner’s absence, only the Deputy Commissioner may act for him in this
regard. No other IRS officials will be empowered to act in their absence.

The IRS action is in accordance with testimony given by Commissioner Donald
C. Alexander on July 31, 1974 before the Subcommittee on Administrative Prac-
tice and Procedure of the Senate Judiciary Committee.

Copies of IRS Information Notice 74-23 containing the formal instructions
and a revised portion of the Internal Revenue Manual dealing with Special Tax
Check Reports are attached.

U.S. TREASTRY DEPARTMENT—IRS
INFORMATION NOTICE NO. 74—23, AUGUST 9, 1974

Disclosure of Tax Returns and Tax Information to Members of the White House
Staff

This is to inform Service employees of the procedures which should be followed
with respect to requests for tax returns and tax information from members of
the White House Office. The White House Office comprises the officers and
employees of the staff of the President required in the performance of the
detailed activities incident to his immediate office. Any officer or employee of
the Internal Revenue Service who receives a request for tax returns or tax
information from a member of the White House Office shall promptly communi-
cate the contents of the request to the Commissioner through the head of the
office in which he serves. The Commissioner will evaluate the request and will
ask the Assistant Commissioner (Compliance) to prepare whatever reports may
be necessary in the same manner as provided by sections (18)30(1) (b) and (3)
of IRM 1272, Disclosure of Official Information Handbook. Only the Commis-
sioner, or, in the absence of the Commissioner, the Deputy Commissioner, will
make the report, the tax returns, or tax information available to the members
of the White House Office. These procedures will be made a part of the Dis-
closure of Official Information Handbook, TRM 1272. The institution of these
procedures is intended to include the Special Tax Check Report Program estab-
lished by Chapter (19)00 of IRM 1272, Disclosure of Official Information Hand-
book. Pending revision and republication of Chapter (19)00 of IRM 1272, the
information submitted pursuant to a report under this Program should be limited
to whether an individual has filed income tax returns with respect to the im-
mediately preceding three years, has failed to pay any tax within 10 days after
notice and demand, has been under any criminal tax investigation and the
result of such investigation, or has been assessed a civil penalty for fraud or
negligence.

DonaALbp C. ALEXANDER,
Commissioner.

MANUAL TRANSMITTAL 1272-6

INTERNAL REVENUE SERVICE, AUGUST 22, 1974
Purpose

This transmits revised material for IRM 1272, Disclosure of Official Informa-
tion Handbook.

Removal and Insertion of Pages

Remove: Text (19)00—(19)70:(3) (f)
Insert: Text (19)00—(19)70:(3) (f)

Nature of Changes

Chapter (19)00 has been revised to require a written request by a designated
official, who is charged by the head of the requesting agency with the responsi-
bility for such requests, before the National Office will request a special tax
check report, and to have the special tax check report contain only specified
tax information concerning Chapter 1 of the IRC of 1954.

DonALD C. ALEXANDER,
Commissioner.
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(19) 00 SPECIAL TAX CHECK REPORT
(19) 10—General

(1) The National Office will request tax check reports on prospective Presi-
dential appointees, on nominees for Presidential “E” Awards established by
Executive Order 10978, and on certain other persons. Generally, these tax records
checks are made to supplement investigations concerning the character, loyalty,
or suitably of such prospective appointees or nominees. We cannot emphasize
too strongly the need for prompt, completed, and discreet processing of these
requests.

(2) Requests for tax check reports will be made by the National Office only
pursuant to a written request signed by a designated individual who is charged
by the head of the requesting agency with the responsibility for such requests.

(8) Tax record checks should be confined to taxes imposed by Chapter 1 of
the Internal Revenue Code of 1954.

(4) When field contact with the taxpayer is required, the Director may assign
any officer he deems appropriate to perform this task. In this respect, any
attempt to substantiate the filing of a return by telephone is not desirable and
should be discouraged.

(5) If in the judgment of the Director certain information is of such a nature
that it should not be transmitted by teletype, the report should state that addi-
tional information is being forwarded by memorandum.

(19)20—Type “X” Reports

(1) Communications from the National Office for reports on prospective ap-
pointees will ask for a Type “X” Report.

(2) District offices should submit a teletype report to the National Office,
Attention : CP:D, within three workdays after receipt of the request. The report
should be in the format described in (19)50. If complete data is not assembled
within the time limit, a report should be sent containing any partial information
available, and should indicate the approximate period of time needed to complete
the report.

(3) In “no record” cases a field contact in accordance with established pro-
cedure should be made with the taxpayer to substantiate whether returns were
filed and to determine the place of filing.

(a) These inquiries should be conducted as discreetly as possible, giving no
indication to the taxpayer that anything other than a routine check is being
made.

(b) Upon field contact, if the taxpayer indicates he has filed his returns in
another district, immediately teletype identifying information to the District
Director and request that a collateral Type “X” Report be submitted directly
to the National Office, Attention: CP :D. Also advise the National Office of such
action.

(¢) If a field contact is not desirable, the National Office teletype or other
communication will contain specific instructions that the taxpayer will not be
contacted under any circumstances for information because of the request.

(4) In failure to file cases, returns should not be solicited without first con-
sulting the Intelligence Division.

(19)30—“E” Award Reports

(1) Communications from the National Office for reports on nominees for “E”
Awards will ask for an “E” Award report.

(2) District offices should submit a report to the National Office within five
workdays after receipt of the request. The report should be in the format
described in (19)50.

(a) If complete data is not assembled within the time limit, a report should
be sent containing any partial information available, and should indicate the
approximate period of time needed to complete the report.

(b) Reports should be made by memorandum using the fastest available mail
service.

(3) In “no record” cases, the same procedures as prescribed for Type “X”
Reports in (19)20:(3) should be followed.

(19) 40—~Service Center Participation

(1) Because of the transfer to service centers of information on outstanding
balances, and because of the increasing importance of service centers in our over-

57-236 O - 75 - 2
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all operations, district offices in preparing tax check reports should make such
arrangements as may be necessary with service centers to obtain the required
data so that complete and accurate reports will be furnished to the National
Office. This may impose additional work on district offices, but with our decen-
tralized operations, the National Office is unable to assume the responsibility
for coordinating all details on individual cases of this nature.

(2) The responsibility for submitting tax check reports to the National Office
will, therefore, still lie with the District Director concerned.

(19)50—General Format of Reports

(1) The general format for making Type “X"” Reports, “E” Award Reports,
or other similar reports follows :

(a) Name or title of report (Type “X” Report) or (“E” Award Report).

(b) Name and address of person, firm, or organization.

(¢) Furnish statements indicating :

1. Whether such party has filed returns with respect to taxes imposed under
Chapter 1 of the Internal Revenue Code for not more than the immediately
preceding 3 years.

2. Whether such party owes any unpaid taxes and, if so, for what years.

3. Whether such party has been or is under investigation of possible criminal
offenses under the internal revenue laws and the result of such investigation.

4. Whether such party has been assessed any penalty for fraud or negligence.

(19) 60—Tax Checks on Treasury Employees

(1) Requests for tax checks on Treasury employees (other than Internal
Revenue Service employees) will be initiated by bureaus or offices of the Treas-
ury by use of Treasury Department Form TD 4002.

(2) District offices should complete items 10 through 15 of Form TD 4002
no later than 10 workdays after receipt of the request.

(3) If a lien was filed (item 11(b)), furnish the name, address, amount, date
and place of filing, and date of release in item 15.

(4) The completed form should be returned to the originating office by use of
double-sealed mailing, the inner envelope to be marked, “To Be Opened By
Addressee Only.”

(5) In “no record” cases it will not be necessary to contact the taxpayer
unless a specific request is received from the Treasury office concerned. In
failure-to-file cases, returns should not be solicited without first consulting the
Intelligence Division.

(6) If district offices receive requests for additional information regarding
items 10 through 15, the request, together with the proposed reply to the re-
questing Treasury office, should be transmitted to the National Office, Attention :
CP:D.

(19)76—Taz Audits in Connection with Type “X”’ Reports

(1) Treasury Administrative Circular 189, dated May 12, 1969, (since revised)
established requirements for preappointment tax audits on persons not already
on Treasury rolls selected for high-level positions, such as Heads of Treasury
Bureaus, Assistant Commissioners of Internal Revenue, and Presidential ap-
pointments, including persons serving on Presidential Committees.

(2) The responsibility for initiating and coordinating the audits is assigned to
the Disclosure Staff, Office of the Assistant Commissioner (Compliance), CP :D.

(3) When the Director, Office of Personnel, Treasury Department, determines
that a tax audit on a prospective Treasury appointee is needed, he will ask the
Disclosure Staff to initiate the audit.

(a) The Disclosure Staff will telephone the District Director in whose distriet
the taxpayer resides to obtain the returns from the service center or Federal Rec-
ords Center and to assign an Internal Revenue Agent to make the audit.

(b) If the prospective appointee has already moved from his permanent resi-
dence to the Washington, D.C., area, it may be advisable to ask the District Direc-
tor, Baltimore District, or the District Director, Richmond District, to conduct
the audit.

(e) If a return for one of the open years has been examined under established
procedures, it will not be necessary to re-examine the return. However, a report
of the previous audit should be furnished to the Disclosure Staff.

(d) A regular Type “X” Report should be furnished as soon as possible in ac-
cordance with established procedures without waiting for the completion of the
audit.
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(e) A supplemental report of the audit should be furnished by telephone to
the Disclosure Staff as soon as the results are known. It should be confirmed by
memorandum to which is attached a copy of the audit report.

(f) Because of the extremely tight deadline in these cases, district offices are
requested to make every effort to complete the audit within five workdays after
receipt of the request. If this is not possible, a telephone or teletype report should
be furnished to the Disclosure Staff indicating the approximate time when the
audit will be completed.

TAX CHECKS REQUESTED BY FEDERAL AGENCIES

Agency : oY 1974
‘White House___ e e e e e 1,045
Department of Justice__ . e 835
Department of Treasury.__.______ —— ——— _. 775
Department of Commerce____ PN —_—— 106
Department of State.._ e 148
Export-Import Bank_____________ 15
U.S. Information Ageney_ . __________ —_—— 9

Total - —— - 2,933

IGRU

Mr. Vaxix. I want to state: What is the status of your research unit
and information-gathering unit known as IGRU? There was a great
deal of interest about what this unit was doing. ’

Mr. ALexanpir. Mr. Chairman, this unit and its work is under exam-
ination now in our office. We understand that the Joint Committee staff
will be looking into this unit, its past activities and its present activities
and prospective future, and we welcome that investigation.

We have suspended intelligence-gathering activities. We have sus-
pended anything other than the normal disposition of files such as an-
cient. forms 1040 which we must dispose of in order to accommodate the
new 1040’s which we are now receiving. We are designing new and
restrictive directives to our field people to assure that only such infor-
mation as is directly related to tax administration and enforcement
will be compiled and to assure proper controls over the compilation,
the retention and disposition of this material.

We will be glad to supply further information for the record with
respect to this, Mr. Chairman.

We have issued a public statement in detail as to our information
gathering.

[The information follows:]

NEws RELEASE—INTERNAL REVENUE SErvICE, FEBRUARY 7, 1975

The Internal Revenue Service today released the following documents in con-
nection with its information gathering systems :

1. Telegram providing Interim Guidelines for Information Gathering Activities
for Audit, Intelligence and Collection Activities.
. Exchange of Correspondence with Senator Joseph M. Montoya.
. Exchange of Correspondence with Senators Mike Mansfield and Hugh Scott.
Exchange of Correspondence with Senator Vance Hartke.
. Letter to Senator Frank Church.
. Exchange of Correspondence with Congressman Charles A. Vanik.
. IRS Fact Sheet on IRS Information Gathering and Retrieval System.
. Telegram suspending information gathering activities.
. Internal Revenue Manual text on Intelligence Gathering and Retrieval
System.

Copies of these released documents are attached.

LY R RN U
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FEBRUARY 7, 1975.

To: All Regional Commissioners, IRS; All District Directors, IRS; All Service
Center Directors, IRS; Director, Office of International Operations, IRS.
(Via Mail) :

From : W, E. Williams, Deputy Commissioner, IRS.

(MSARD) (MSASC)

Subject : Interim guidelines for information gathering activities for audit, intel-
ligence and collection activities.

(1) This is in further reference to our January 22, 1975 telegram suspending
IGRU, JCP and other similar information gathering aectivities pending clarifica-
tion of the definition of directly tax-related information.

(2) Until such time as legal questions are resolved concerning application of
the Freedom of Information Act amendments and the Privacy Act of 1974, all
information gathering activities will remain suspended except to the extent
provided in this telegram. No new information gathering projects will be
initiated.

(8) With reference to IG&R, returns compliance programs, joint compliance
coordinated compliance and intelligence projects:

(A) Previously collected information or information received without solici-
tation which involves tramsactions with potential tax consequences may be
processed and associated with case files for use in development of the case.

(B) No additional information (except information relating to an open as-
signed case on a specific taxpayer) will be solicited.

(C) No new projects will be initiated.

(4) The returns preparers program, including shopping activities, may be
continued.

(5) Financial information and other data directly related to notices, TDA’s
and TDI's may be obtained and will continue to be associated with the case files
as provided in existing instructions.

(6) Any files or information, gathered or assembled, pertaining to any taxpayer
or group of taxpayers and in the possession of an individual employee, which
do not relate to a current assignment, will be immediately forwarded to the
employee’s division chief. Such information which the chief determines does
not require immediate action will be placed in suspense pending further
instructions.

(7) All employees should continue to submit information reports and informa-
tions items with potential tax consequences uncovered while working assigned
cases. Such information reports and information items will be processed in
accordance with existing instructions. Any other information will be forwarded
to the employee’s division chief to be suspended pending further instructions.

(8) No records concerning intelligence information gathering activities, joint
compliance program activities, coordinated compliance projects and returns
compliance program activities shall be destroyed, disposed of, or transferred to
Federal records centers.

(9) Questions regarding these guidelines that cannot be resolved by assistant
regional commissioners should be referred through channels to the appropriate
assistant commissioner.

(10) This message will be reissued in the IR Manual in accordance with
IRM 1254.

WiLLIAM E. WILLIAMS,
Deputy Commissioner.

FEBRUARY 6, 1975,
Hon. JoserH M. MONTOYA,
U.S. Senate,
Washington, D.C.

DEAR SENATOR MonTOYA: This is in response to your inquiry concerning the
information gathering unit of the Internal Revenue Service’s Intelligence Divi-
sion. We welcome the opportunity to respond to your concerns and to clarify
the misleading and inaccurate impressions that may have been created by recent
press accounts concerning this unit. For example, some press accounts charac-
terized this activity as a “secret” unit. This is completely inaccurate. The Intelli-
gence Division’s Intelligence Gathering and Retrieval System (IGRS) was im-
plemented on May 4, 1973, by the issuance of guidelines in Part IX of the Internal
Revenue Manual (IRM 9390). This document, as well as a subsequent revision,




17

dated March 4, 1974, was released to the IRS Public Reading Rooms soon after
it was issued. In addition, these instructions have been published by Commerce
Clearing House, Inc., in their publication, Internal Revenue Manual, which is
available for purchase by the general public. The system was also included in a
report from the Treasury Department to Senator Ervin, dated May 8 1973, con-
cerning his inquiries about computerized files.

Although the Intelligence Gathering and Retrieval System, as such, is fairly
recent, the practice of gathering and storing information is not new. In fact, the
Intelligence Division, as any other law enforcement agency, has always main-
tained background files, information files, leads, etec., as part of its overall
responsibilities for keeping informed about the nature and extent of noncom-
pliance with the tax laws under its jurisdiction. Prior to IGRS, such files were
kept as background or as sources for case development. These files were main-
tained manually, with little or no uniformity. The implementation of IGRS was
an attempt to attain greater uniformity in the gathering of tax-related informa-
tion and to utilize the most effective means available for the storage and retrieval
of this information Under IGRS, each district still maintains its own filing
system and the judgment of local officials still determines what goes into the
system. However, they now have guidelines to aid them in making these judg-
ments as well as access to data processing capabilities to help reduce the costs
of processing and storage.

The IGR system was established based upon the results of a study which
was made in 1969. The purpose of the system was to facilitate the ongoing
responsibilities of the Intelligence Division—especially in the identification of
areas of noncompliance with the tax laws and in uncovering tax evasion schemes.
It was designed as an adjunct to our tax administration system and without
regard to political affiliation.

With that brief background summary of IGRS, the responses to your specific
questions are enclosed. For your information, we have also enclosed copies of
recent letters to Senators Mansfield and Scott, Senator Church and Congressman
Vanik, in response to their inquiries regarding intelligence gathering by the
Internal Revenue Service.

With kind regards,

Sincerely,
(S) DonNaALp C. ALEXANDER,
Commissioner.
Enclosures.

IRS REsSPONSES T0 QUESTIONS FROM SENATOR MONTOYA

1. At whose request was the so-called IRS Intelligence Gathering and Re-
search Unit established, and under whose direction did it operate?

In May, 1969, the then Director, Intelligence Division, William A. Kolar,
convened a study group to determine the feasibility of a formal, uniform Intelli-
gence Gathering and Retrieval System (IGRS). The group designed a system
and recommended its implementation. A number of alternative systems were
tested in various districts. The systems were monitored and evaluated by Intelli-
gence managers at all levels and in cooperation with the IRS Planning and
Research organization at the National Office. Finally, a uniform system was
outlined in formal guidelines which were issued on May 4, 1973, by Manual

. Transmittal 930040 (Attachment 1). These guidelines were modified on March 4,

"1974, by Manual Transmittal 9300-47 ( Attachment 2).

Subsequent to the issuance of the foregoing guidelines the individual field
offices implemented IGRS as each District Director saw the need for such a
system in his district and as his available resources permitted. Once IGRS was
implemented in a district office, it operated under the direction of the Chief,
Intelligence Division.

2, What was its intended purpose?

IGRS was implemented to provide an effective, uniform means of gathering,
evaluating, cross-indexing, retrieving, and coordinating data relating to indi-
viduals or entities involved in illegal activities and having potential as tax
violations on a district and national basis. In March, 1974 the reference to
“jllegal activities” was clarified to focus on “potential tax law violations.”

3. What were the inclusive dates of its ewistence and operation, and in pre-
cisely what way did it function?



18

IGRS was implemented May 4, 1973 and continued in operation until Jan-
uary 22, 1975 at which time its activities were suspended by order (Attachment
3) of Deputy Commissioner William E. Williams pending clarification of “tax
related information”.

IGRS consists of a District Background Files Index and a National Register.
A Summary of Guidelines for these two segments of IGRS is provided as Attach-
ment 4. Attachments 5 and 6 provide a resume of the procedures for the operation
of the District Background Files Index and the National Register respectively.
Detailed procedures are set out in Section 9390 of the Internal Revenue Manual
(Attachment 2).

4. If the IGR has been dismantled, have any of its functions been assigned to
any other part of the IRS ?

IGRS has not been dismantled. With the suspension of its activities on Jan-
uary 22, 1975 (Attachment 3) the personnel assigned to those activities were
reassigned to their regular examination or investigative duties. The functions of
IGRS have not been assigned to any other part of IRS.

5. Upon how many individuals and groups did the IGR maintain information?
Please supply the Subcommittee with a complete list of those upon whom files
were kept.

In connection with our review of IGR activities, we recently secured a name
count to determine the number of taxpayers included in the computerized Dis-
trict Background Files Indexes maintained by the 45 districts that are using
this facility. At January 15, 1975, these indexes included 465,442 individuals,
corporations, or other entities. Most of these were entered from each district’s
existing files of background information and leads relative to potential tax
violations. However, this figure is not all inclusive since some district offices
do not use the index and other district offices have not completed the process
of entering data into the index.

This is an index of names, not files. Although files are maintained on many
of the individuals appearing on the index, a separate file is not maintained for
each name reflected in the index. Many of the names were entered for cross-
reference purposes as a result of their appearance on documents in the system.

Because of the disclosure statute that applies to Internal Revenue Service
information, Section 6103 of the Internal Revenue Code, we are not permitted
to furnish the names of those npon whom files were kept.

6. With regard to the date accumulated by the Unit, was information pro-
vided to any other agency, department of government, group or individual?

Yes. Under section 6103 of the Internal Revenue Code, information contained
in the IGRS system can be made available upon receipt of written requests from
other Federal agencies. Also, under certain circumstances, information can be
furnished to states only for tax administration purposes. The information would
not, however, be available to any other groups or individuals.

Unsolicited allegations of offenses not related to tax violations may be trans-
mitted to the agency involved.

7. Specifically, what was the nature of the data gathered?

The nature of the data gathered is best explained by reference to the criteria
for inclusion as shown in Section 9393.1 of the Internal Revenue Manuval (At-
tachment 2). Documents to be entered must relate to specific individuals or
entities. Of primary importance was the consideration that any documents in-
cluded be tax-related. Implementing instructions provide that “they must involve
financial transactions with potential tax consequences; illegal activities with
tax potential; or other illegal activities which fall within our investigative
jurisdiction.”

The last clause covers items that may not have direct tax potential but would
have a significant tax relationship such as submission of false statements or
affidavits of third parties, concealment of property in connection with offers in
compromise, or tax related conspiratorial situations.

8. Was all information in the files of the IGR taz-related?

The intent of the IGR system, insofar as the type of information to be in-
cluded, is spelled out in section 9393.1 of the Internal Revenue Manual (Attach-
ment 2). This states that to be included, documents “ . . must involve financial
transactions with potential tax consequences; illegal activities with tax poten-
tial; or other illegal activities which fall within our investigative jurisdic-
tion. . . .”
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All determinations and judgments for entry in the system are made at the
district level. To approve an entry, the person making the decision must believe
that the entry has a direct or indirect relationship to tax matters, as set out in
the implementing instructions.

9. Did the Unit collect information at eny time which was not taxr-related?

As reflected in the January 22 telegram to our field personnel (Attachment 3),
the IRS is attempting to develop a precise definition of the term “tax-related.”
Prior to the issuance of the telegram, the IGR guidelines in Section 9393.1 of
the Internal Revenue Manual (Attachment 2) were intended to define the
scope of the material to be included. Since these guidelines were subject to inter-
pretation and exercise of judgment by local Intelligence managers, some of the
information placed in the system may not be clearly tax-related. Certain items
may contain both tax-related and non-tax-related information. There has been
no requirement that the material be edited to delete non-tax-related information.

10. What was the role of the IGR vis-a-vis the Intelligence Division of the In-
ternal Revenue Service?

The IGR system has always been an integral part of the ongoing process of the
Internal Revenue Service Intelligence Division. The need for this activity is re-
flected in the statement of the mission of the Intelligence Division which states,
in part:

“The Intelligence mission is to further the total Service objective of encouraging
and achieving the highest degree of voluntary compliance with the internal reve-
nue laws by : identifying the existence of areas of willful noncompliance by tax-
payers and the devious and complex methods employed by them to evade the
tax laws . . .

The IGR system generates leads and identifies noncompliance situations which
require investigative activity by the Intelligence Division or action by other
functions of the Internal Revenue Service.

11. In what way was the IGR related to the law-enforcing Strike Forces sit-
uated around the country?

There was, and is, no unique relationship between IGR and Strike Forces. As
you are aware, the IRS is a participant in the Strike Forces through its Audit
and Intelligence Divisions. In this regard, as indicated in our response to Ques-
tion 6, information from the IGR system can be made available, under the provi-
sions of section 6103 of the Internal Revenue Code, to other law enforcement
agencies who were, and are, participants in Strike Forces. .

U.S. SENATE,
COMMITTEE ON APPROPRIATIONS,
. Washington, D.C., January 29. 1975.
Hon. DoNALD C. ALEXANDER,
Commissioner, Internal Revenue Service, Department of the Treasury,
Washington, D.C.

DeArR COMMISSIONER ALEXANDER: My concern about privacy of taxpayer infor-
mation is well known to you. I was therefore greatly disturbed by recent press
accounts disclosing that a secret, information gathering unit has been operating
inside the Intelligence Division of the Internal Revenue Service.

To dispel some of my concerns, I sincerely hope you will, at your earliest con-
venience, respond to the questions which I herein submit to you.

1. At whose request was the so-called IRS Intelligence Gathering and Research
Unit established, and under whose direction did it operate?

2. What was its intended purpose?

3. What were the inclusive dates of its existence and operation, and in precisely
what way did it function?

4. If the IGR has been dismantled, have any of its functions been assigned to
any other part of the IRS?

5. Upon how many individuals and groups did the IGR maintain information ?
Please supply the Subcommittee with a complete list of those upon whom files
were kept.

6. With regard to the data accumulated by the Unit, was information provided
to any other agency, department of government, group or individual?

7. Specifically, what was the nature of the data gathered?

8. Was all information in the files of the IGR tax-related?

9. Did the Unit collect information at any time which was not tax-related ?
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10. What was the role of the IGR vis-a-vis the Intelligence Division of the In-
ternal Revenue Service?

11. In what way was the IGR related to the law-enforcing Strike Forces situ-
ated around the country ?

If a group such as the Intelligence Gathering and Research Unit did function
as a political body within the Intelligence framework of the IRS, it rekindles the
worst fears created by abuse of other federal agencies during the Nixon years.
Taxpayers will certainly lose essential confidence in our tax system if they feel
the TRS has used its tax gathering power to cover an illegal and unethical intelli-
gence gathering operation.

1 look forward to hearing from you on this matter.

With best wishes.

Sincerely,
JosErH M. MONTOYA,
Chairman, Subcommitiee on Trecasury,
Postal Service and Gencral Government.

JanNuary 31, 1975.
Hon. MIKE MANSFIELD,
Hon. HueH Scort,
U.8. Senate, Washington, D.C.

DEAR SENATORS MANSFIELD AND ScorTT : In response to your letter of January 27
enclosing a copy of S. Res. 21 and requesting that the Internal Revenue Service
should not destroy, remove from possession or otherwise dispose of or permit the
disposal of records or documents which might have a bearing upon the subjects
under investigation, let me assure you that press reports that we have ordered
destruction of Intelligence Gathering and Retrieval System files are completely
false. We issued instructions yesterday to each of our operational offices that our
intelligence files should be maintained and not destroyed or otherwise disposed
of pending the investigation and study described in 8. Res. 21. Enclosed is a copy
of a telegram implementing these instructions.

We are concerned, however, because the Resolution and your request are
worded so broadly that there could be an unintended impaect on our normal opera-
tions of the Internal Revenue Service, we collect various items of information
concerning the financial affairs of individuals and organizations. This informa-
tion can generate internal documents resulting from our efforts to correlate the
information with an individual's or organization’s tax liabilities. Although this
activity could be regarded as “intelligence gathering” in the broadest sense of
that term, the information is intended for use only in the direct administration
and enforcement of the c¢ivil and eriminal provisions of the Internal Revenue laws.
Pursuant to our established records disposition procedures, certain of these items
which are no longer essential to tax administration are ordinarily disposed of by
IRS employees or sent to the Federal Records Center. Also, the Federal Records
Centers have normal disposition practices for files which have reached the end
of the retention periods specified by the IRS. .

To cause as little disruption as possible, clarification of the extent to which
your request applies to our routine operations would be helpful. We would ap-
preciate your permission to continue our previously-established records disposi-
tion practices.

To limit duplication of effort as much as possible, we are sending a copy of this
letter to Chairman Church for the Committee’s consideration.

With kind regards,

Sincerely yours,
DonALp C. ALEXANDER.

Enclosure.

To: RUGSGDF/all Regional Commissioners, IRS ; RUGSGGN/all Service Center
Directors, IRS ; RUGSGCF/all Distriet Directors, IRS; RUWLSBT/district
director, IRS, Honolulu, Hawaii; RUCHLYU/director, IRS Data Center,
Detroit, Mich.; and RUEVEAK/Director, IRS, NCC, Martinsburg, W. Va.

From: JoHN WEDICK, Jr., for W. B. WiLLiaMs, Deputy Commissioner, IRS,
Washington, D.C.
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Subject : Retention of service records.

In connection with the establishment of the Select Committee of the Senate
to conduct an investigation and study with respect to intelligence activities
carried out by or on behalf of the Federal Government, the Senate has requested
the following : That the Service not destroy, remove from its possession or con-
trol, or otherwise dispose or permit the disposal of any records or documents
which might a bearing on any matters under investigation by the Senate Select
Committee.

These records include any and all data and information gathered or assembled
pertaining to any taxpayer or group of taxpayers at any level of the Service
and in the possession or under the control of the Service of January 27, 1975,
including files maintained by individual employees.

Effective upon receipt of this telegram, no such records will be destroyed,
disposed of or transmitted to Federal record centers. However, the intention of
this telegram is not to suspend any operations involving the use of such records.

Additionally, no agreements concerning the coordination of service intelligence
activities with other Federal law enforcement or intelligence agencies or pertain-
ing thereto shall be destroyed or disposed of.

The national office has arranged with GSA to suspend records destruction at
Federal records centers.

This message should receive the broadest possible distribution to all em-
ployees and will be reissued in the IR Manual in accordance with IRM 1254.

U.S. SENATE,
OFFICE OF THE MAJORITY LEADER,
Washington, D.C., January 27, 1975.
Mr. DONALD ALEXANDER,
Commissioner, Internal Revenue Service,
Washington, D.C.

DEAR COMMISSIONER ALEXANDER: As you may be aware, the Senate is to con-
duct an investigation and study of government operations with respect to intelli-
gence activities. The scope of the investigation is set out in S. Res. 21, a copy
of which has been enclosed for your information.

‘We are writing to request that you not destroy, remove from your possession
or control, or otherwise dispose or permit the disposal of any records or docu-
ments which might have a bearing on the subjects under investigation, includ-
ing but not limited to all records or documents pertaining in any way to the
matters set out in section 2 of S. Res. 21.

Sincerely yours,
MiKE MANSFIELD,
Majority Leader.
Huer ScorT,
Republican Leader.

Hon. VANCE HARTKE,
Chairman, Subcommittee on Foundations, Committee on Finance,
U.8. Senate, Washington, D.C.

DEAR MRr. CHAIRMAN : This is in response to your letter of January 29, 1975,
concerning the recent newspaper articles which purport to describe the Internal
Revenue Service’s intelligence activities. To the extent that these reports state
or imply either that the Service is engaged in arbitrary or selective enforcement
of the tax laws, or intentionally accumulating non-tax-related information about
the private lives of citizens, or destroying or otherwise disposing of such in-
formation, those reports are completely false.

I agree with you that public confidence is essential to the effective function-
ing of the Internal Revenue Service. I believe that your immediate concern
should be satisfied by the enclosed copies of a fact sheet describing the intelli-
gence gathering system and of the manual provisions dealing with the subject.
Also enclosed is a copy of a letter which I have sent to Senators Mansfield,
" Seott and Church on this general subject. In view of this correspondence, I
think that it is reasonable to expect the Select Committee to look into this
subject in some detail. It is also possible, of course, that if that inquiry does
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not develop the complete factual circumstances concerning the Service’s intelli-
gence activities, the Joint Committee on Internal Revenue Taxation may also
wish to look into the matter.

If there is any further information you would like on this subject, please let
me know. :

With kind regards,

Sincerely,
Dovarp C. ALEXANDER.

U.S. SENATE,
COMMITTEE ON FINANCE,
Washington, D.C., January 29, 1975.
Hon. DoNALD C. ALEXANDER,
Commissioner, Internal Revenue Service,
Washington, D.C.

DEAR COMMISSIONER ALEXANDER: I have been deeply concerned about a recent
report that the Internal Revenue Service has been conducting intelligence activi-
ties which accumulated non-tax-related information about the private lives of
citizens.

As you know, the Senate Subcommittee on Foundations has investigated the
Special Service Staff within I.R.S. because it appeared that the Service was in-
volved in the arbitrary, selective enforcement of the tax laws. The charge related
to this new unit within I.R.S.—the Information Gathering and Retrieval System—
is a similar one.

If it is true that the I.G.R.S. was involved in the collection of information
which is not directly tax-related, then the Service will have suffered another blow
to its credibility. I am sure that you share my belief that the Internal Revenue
Service cannot function effectively without public confidence.

I trust that it will not take an investigation by Congress for the full facts about
I.G.R.S. to be revealed to the public. Beyond this important step, it is essential
that the Congress and the public have unequivocal assurances that the Internal
Revenue Service will no longer engage in the arbitrary, selective enforcement of
the tax laws, nor will it collect information which bears no reasonable connection
with its statutory responsibilities.

With my best wishes, I am

Sincerely,
VANCE HARTKE,
Chairman, Subcommittec on Foundations.

JANUARY 31, 1975.
Hon. FRANK CHURCH,
Select Commiittee to Study Governmental Operations with Respect to Intelligence
Activities, U.8. Senate, Washington, D.C.

DEAR Mr. CHAIRMAN : Enclosed is a copy of correspondence which T have had
with Senators Mansfield and Scott. In view of the correspondence and the broad
charter of the Select Committee, I anticipate that your Committee will be look-
ing into the operations of the Internal Revenue Service in the general area of
information gathering.

I want to assure you of the full cooperation and assistance of the Internal
Revenue Service in the work of the Committee. I would like to point out, how-
ever, certain limitations on our ability to furnish the Committee with informa-
tion. Section 6103 of the Internal Revenue Code, and Section 1905 of Title 18 of
the United States Code contain specific limitations upon our authority to provide
information. Section 6103 (d), however, provides that a select committee such as
yours may be authorized to receive such information by a special resolution of
the Senate.

Accordingly, in order to facilitate the complete and timely furnishing of such
information as the Committee and its staff may find necessary or useful, may I
suggest that you give consideration to asking the Senate to adopt the appropriate
resolution. We are enclosing for your convenience a draft of a resolution which
would satisfy the requirements of the disclosure provisions of the Code.

With kind regards,

Sincerely,
DoNALD C. ALEXANDER.

Enclosures.
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RESOLUTION

To authorize the Senate Select Committee to Study Governmental Operations
With Respect to Intelligence Activities to inspect tax returns, applications for
tax exemption, and related documents held by the Internal Revenue Service.

Whereas it may be necessary for the Senate Select Committee to Study Govern-
mental Operations With Respect to Intelligence Activities to inspect tax returns,
or applications for tax exemption, as well as, related documents and information
in connection with the investigation and study authorized by Senate Resolution
21 (94th Congress, 1st Session).

Resolved, That in accordance with the provisions of sections 6103(d) and
6104(a) (2) of the Internal Revenue Code of 1954, the Senate authorizes the
Select Committee to Study Governmental Operations With Respect to Intelli-
gence Activities to investigate, receive and inspect any data, documents or other
information held by the Internal Revenue Service which relates directly to the
investigation being conducted by the Senate Select Committee to Study Govern-
mental Operations With Respect to Intelligence Activities as authorized by Sen-
ate Resolution 21 (94th Congress, 1st Session).

COMMISSIONER, IRS,
Washington, D.C., January 31, 1975.
Hon. CHARLES A. VANIK,
Housc of Representatives,
Washington, D.C.

DEeAR MRr. VaANIK: In response to your letter of January 28, 1975, concerning
possible destruction of Internal Revenue Service records, enclosed is a copy of
correspondence which I have had with Senators Mansfield, Scott and Church, and
the attachment to my letter. I believe that the procedures outlined in that corre-
spondence satisfy your concern, but if I am mistaken, please let me know.

Furthermore, I would like to point out that the Internal Revenue Service has
not established or maintained any of its files for the use of the Central Intelli-
gence Agency.

With kind regards,

Sincerely,
DonaLp C. ALEXANDER.

Enclosure.

HOUSE OF REPRESENTATIVES,
Washington, D.C., January 28, 1975.
Hon. DoNALD C. ALEXANDER,
Commissioncer, Internal Revenue Service,
Washington, D.C.

DeArR MR, COMMISSIONER: In accordance with your conversation today with
Dr. Lawrence Woodworth and myself, it is my understanding that the Internal
Revenue Service will not permit the destruction of any files or records established
or maintained or used in the past by the Central Intelligence Agency.

Sincerely yours,
CHARLES A. VANIK,
Member of Congress.

IRS PUBLIC AFFAIRS DI1visioN FAcT SHEET

JANUARY 27, 1975
IRS INFORMATION GATHERING AND RETRIEVAL SYSTEM

In response to inquiries about a news story in the Philadelphia Bulletin of
January 27, 1975, headlined, “Secret Unit of IRS Disbanded—", the IRS today
said the so-called secret unit is neither secret, nor has it been disbanded, nor
has any order been issued for destruction of its files.

Over the years, individual IRS offices have gathered information which ap-
peared useful as leads in detecting instances of non-compliance with the tax
laws. It became apparent that there was a need to standardize both the type of
material gathered and the organization of information-gathering efforts.

Instructions were developed and issued to establish a standardized system for
use by all IRS offices. This system was called the Information Gathering and
Retrieval System (IGRS) and, in larger IRS district offices where the workload
justified it, the District Director was authorized to establish an identifiable unit
within the Intelligence Division to handle the workload.
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The IGR work was not sheltered from the rest of the Intelligence Division. In
fact, its purpose was to serve the IRS Intelligence tax fraud detection responsi-
bilities. The IGRS was formally established by the issuance of IRS Manual Trans-
mittal 930040 dated May 4, 1973. It was revised by Manual Transmittal 930047,
dated March 4, 1974. Neither of these documents 'were secret. They were released
to IRS Public Reading Rooms soon after they were issued, and are currently
available.

The IGRS instructions have also been published by a commercial service which
reprints and sells public portions of the IRS Manual.

Criteria for inclusion of information in the IGRS is that the material must in-
volve financial transactions with potential tax consequences; illegal activities
with tax potential ; or other illegal activities which fall within the investigative
jurisdiction of the IRS.

In December 1974 the IRS undertook a study to insure that its information
systems and programs contained only directly tax-related information. As the
study plan developed it was decided that information-gathering activities should
be suspended pending completion of the study. The suspense order was issued on
January 22, 1975.

The suspension will remain in effect until procedures are developed to insure
that investigative files contain only materials which meet a generally accepted
definition of “directly tax-related.” These procedures will be directed toward
giving maximum privaecy to taxpayers with regard to their own tax affairs while,
at the same time, protecting the general public’s right-to-know under the Free-
dom of Information Act.

Notwithstanding the implications in the Bulletin story, Tom Lopez of IRS has
assured his supervisors that he never discussed the IGRS system with, and never
furnished information from that system to, John W. Dean, III.

JANUARY 22, 1975.
ALL REGIONAL COMMISSIONERS,
CC: ALL AsSISTANT COMMISSIONERS,
Internal Revenue Service.

Pending clarification of the definition of “tax-related information,” as it relates
to IGRU, JCP and other similar information gathering activities conducted by
any function of the Service, all such activities shall be suspended immediately.
Personnel currently assigned to these activities shall be reassigned to the regular
examination and investigative duties for which the respective functions are
responsible.

WiLLiam E. WILLIAMS,
Deputy Commissioner.




Wilanual
Transmittal

Purpose

This transmits revised text and Exhibits, in part. for
“IRM 9390. Intelligence Gathering and Retrieval Sys-
tem.
Removal and Insertion of Pages

Remove:
Text 9390 — 9394.5:(2) .
Exhibit 9390-1—Cont.(4)
Exhibit 9390-5 — 9350-5—Cont. (3)
Exhibit 9390-7—Cont.

Insert:
Text 9390 — 9394.5:(2)

.. Exhibit 9390-1—Cont. (4)

. Exhibit 9390-5 — 9350-5—Cont. (2)
Exhibit 9390-7—Cont.

Nature of Changes

IRM 9391 has been revised to change the reference
of *‘illegal activities™™ to **potential tax law violations™
and to define the distinction between the District
Background Files Index and the National Register.

JRM 9393.4:(2) changes the reference of the
“**Chief, Intelligence Division.™ to **Chief.™

IRM 9394.1:(1)(b) has been deleted to discontinue
use of Form 1351, Special Enforcement Control
Record, as an input form for the National Register.

IRM 9394.1:(1)(c) has been renumbered 9394.1:(1)(b).

New IRM 9394.1:(1)(c) has been added to reflect
the use of Form 4860, National Register Input Form,

.to input “*SEP-1"" subjects into the National Register.

JRM 9394.2 has been revised to include the input of
“SEP-1"" subjects on Form 4860.

IRM 9394.3 has been revised to include the quart-
erly submission of “*SEP-1"" subjects on Form 4860.

IRM 9394.3:(2) has been added to reflect the
reporting periods for sending the input documents to
the National Office.

IRM 9394.4:(2) has been revised 1o reflect the use

_of Forms 5C58, National Register Correction/Deletion
Form, for reporting the closing of Forms 1351.

IRM 9394.4:(3) has been revised to reflect the
review of background files for “'SEP-1* subjects in
addition to *‘potential SEP™ subjects and to provide
purge procedures for all SEP subjects via use of Form
5058.

IRM 9394.4:(4) has been revised to reflect correc-
tion procedures for additions as well as inaccuracies.
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Internal © - 98300-47
Revenqe Date of Issue:
Service .

March 4, 1974 -

-IRM 9394.4:(5) has been added to reflect the use of
transaction code 10 for deletions and the switching of
status between potential SEP and SEP-1 subjects.

IRM 9394.4:(6) has been added to reference 1RM
9394.3 regarding the reporting frequency for correc-
tions and deletions. .

T IRM 9394.5:(1)(¢) has been added to reflect when
National Register district listings will be received by -
the ficld. ’

IRM 9394.5:(2) has been revised to reflect the
addition of a numerical listing by TIN of subjects
within the National Register and provides that tele-
phone or letter inquiry may be communicated to CP:1:P.

Exhibit 9390-1—Cont.(4). continuation of illegui
activity codes, has been revised to reflect new codes
161 and 345, apd changes to the terminology of codes
152 and 506.

Exhibit 9390-5—Cont. (1). National Register Input
Form. Instructions for Complction. has been renum-
bered into two paragraphs. (1) and (2). Pa
has been added to provide for a handwritien des

“tion at the top of Form 4860 for the category of SE
subjects and reguires that separate Forms 4860 be
used for each category.

Exhibit 9390-5—Cont. (1). Column Instructions
Item 1. has been revised to reference IRM 957¢. Cuase
Management and Time Reporting System Huandbouok.
Section 230, for District Office codes.

Exhibit 9390-5—Cont. (2). Item (5), has been
revised to clarify the MMDDYY (month month day
day year year) format on the date of birth.

Exhibit 9390-5—Cont. (2). Item (6), has been
revised to delete the illegal activity code list and muke
reference to the list and instructions under Exhibit
9390-1, Item 14,

Exhibit 9390-7—Cont. has been changed to reflect
revised instructions in the use of Form 3058, Trunsac-
tion Code 09 is revised to provide changes to a TIN
and TRN 10 is added to allow the deletion of &n
entire record.

Joun J. Orszrwski
Director, Intelligence Division

MT.9300-47 (3-4-74)
Oflicial Use Only
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93390
Intelligence Gathering and Retrieval System

9391
General Description of System

(1) The Intelligence Gathering and Retrieval Sys-
tem will provide an effective. uniform means for
gathering, cvaluating, cross-indexing and retrieving,
on a district and national basis.
relating to individuals or cntitics involved in potential
tax law violations.

(2) The system consists of two separate '\nd distinct
parts, the District Background Files Index and the
National Register. The District Background Files
Indexes will be maintained on a district by district
basis, and no national index will be compiled. The
a compilation of subjects in
three categories: all open investigations: all SEP-I
subjects. and potential SEP subjects. The National
Register will be maintained in the National Office.

9392
Organization and Staffing

(1) In larger districts. where the workload Jnsnms
it, the District Director may elect to establish a
separate organizational unit designated as the Intelli-
gence Gathering and Retrieval Unit. The personnel
requircments in cach district for intelligence gathering
and retrieval activities will vary according to the size
of the district and the extent of intelligence gathering
activities within the district. Sufficient manpower
should be allocated to permit this activity to operate

. effectively and cfficiently.

{2) Regardless of the organizational structure of this
segment of the Intelligence activity, the records of
this unit must become a part of the division's general
records system, available to and fed by all special
agents.

(3) In districts where major segments of the divi-
sion's opcrations arc located apart from the headquar-
ters office, the intelligence gathering and retrieval
activities may be conducted and the background files
maintained at branch office locations. The indexes to
the district background files will include all back-
ground files and will specify their locations. Each
branch officc will receive a copy of the district's
indexcs.

(4) Special 'tgcnls assigned to the intelligence gath-
ering and retricval activity, whether on a full-time
basis for specific periods in a larger district, or on a
part-time basis in a smaller district, should be sclected
beeause of their ability to recognize and develop
significant intelligence data: their capability to develop
good working relationships with others: and their
enthusiasm for intelligence gathering and informant
contract work.

(5) The special agent assigned to the district’s
Intelligence Gathering and Retrieval Unit will be
responsible for the following day-to-day operations:

(a) Evaluation of newly reccived information.
(b) Preparation and submission of input docu-
ments for information entering the background files.

intelligence data-

‘1T 9300-47 (3-4-74)

(c) Pcriodic-reviews of information in the back-
ground files to determine if any investigative action

. should be taken, and to ensure that subjects and

documents no longer of interest to the Intelligence
Division are purged from the files.

(d) Establishment, development and coordination
of liaison contacts with other Law enforcement agen-
cics and other organizations and information sources
as directed by the Chief, Intelligence Division.

9393

District Background Files Index

9393.1 ’

Criteria for Inclusion in District Background Fxles

(1) Documents entering the district background 1ile
must relate to specific subjects or entities. They must
involve financial transactions with potential tax ¢
quences: illegal activitics with tax poten or ather
illegal activities-which fall within our investi
jurisdiction. These documents may include, but zre
not limited to. the following: -

(a) copies of income tax returns. .

(b) special agent’s reports.,

() revenue agent’s reports,

(d) reports from pohcc and other investig
agencies.

(e) memoranda of interview. question-and-an
statements. and affidavits,

(f) collateral requests and replies.

(g) information items.

(h) newspaper and magazine articles and o"‘=r
published data.

(i) financial information from public records. an

(J) case initiating documents.

9393.2
Preparation of District Input

A Form 4860-A. District Input. which trans
detailed information concerning each document.
significant subjects therein, must be prepared for ¢
document entering the files. Detailed instructions
the preparation of Form 4860-A are set forth in
Exhibit 9390-1.

9393.3
Ttansmittal Procedures

(1) The completed Ferms 4860-A will be shipped
by certificd air mail to arrive at the IRS Data Center
on or before the 12th working day of each month.

(2) Two copies of Form 5055, District Background
File Transmittal. will be enclosed with each shipment -
of input forms to the Data Center for processing. The
Data Center will return one copy of Form 5055 to the -
district to.acknowledge receipt of the shipment.
Instructions for preparation of Form 5055 are set
forth in Exhibit 9390-2. A negative report, using
Form 5055, must be submitted for those morths in

IR Manual 9393.3

Official Use Only
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Intelligence Gathering and Retrieval System

9393.3
Transmittal Procedurcs—Cont.

which no Forms 4860—A are shipped to the Datd
Center.

(3) The Data Center will process no District
Background File Indexes until input sheets or nega-
tive reports are received from all districts. Thercfore,
it is imperative that all shipments be received timely
at the Data Center.

9393.4
Correction and Deletion Procedures

(1) Form 5056 District Input- COIICCUO]\/DLICHOH
Form, will be used to make corrections to, or
deletions from, the District Background File Indexes.
Instructions for preparation of the correction/deletion
forms are sct forth in Exhibit 9390-3. These forms
will be prepared and transmitted monthly to the Data
Center with Forms 4680-A.

(2) Annually, the Chiel, or his delegate, will review
all subjects and documents in the background files.
Forms 5036 will be used in deleting from the index all
subjects and documents no longer of interest to the
district Intelligence Division.

(3) Subjects will be automatically purged from the
files if no document relating to the subject has entered
the files during the past seven years. The district will
be provided with a list of all names'so purged. If the
district wishes a purged name to remain on the index
a Form 4680-A should be submitted to re-input the
name.

9393.5
Output Formats

(1) The IRS Data Center will provide a master
alphabetical subjcet index for cach district in January
and July of each year. A cumulative supplemental
subject index will be produced for all other months
and merged with the master index semiannually. All
documents in the district’s background files relating to
a specific subject will be associated with that subject.
Indexes will be furnished by the Data Center to the
districts within 10 working days after receipt of the
district input forms. Exhibi{ 9390—f contains an exam-
ple of the format of a ()plc.ll District Background File

\SUbJCCl Index.

(2) The Data Center will simultancously produce
and furnish to the districts a Document Index listing
the background file documents in numerical sequence.
The names of all significant subjects mentioned in
these documents will be listed foliowing the docu-
ments. Exhibit 9390—1 contains an example of the
format of a typical District Background File Docu-
ment Index.

(3) Special indexes- setting forth information con-
tained in the District Background Files Indexes (for
example, a listing of the names of all subjects,with a

certain illegal activity ¢ode) may be requested by the
Chicf. Such requests >hould be sent directly to the
Data Center with copies of the request to rggnun.\l
office and N.mon.nl Office.

9394 " -

National Register

' 9394.1

Criteria for Inclusion on National Register

(1) The National Register is a computer-generated
listing of persons and entitics in which the Intelligence
Division may have an interest. Names included on
the National Register come from three sources: .

(a) Subjects of all Intelligence Division open
investigations will be placed on the National Register
automatically when case control records arc submit-
ted. They will remain on the National Register until
all criminal featurcs of the cases have been com-
pleted.

(b) Polcnu.ll SEP subjects may be placed on t[u,
National Register by the district’'s submission of
Form 4860. National Register Input Form. Entitics
defined as potential SEP subjects are those who have
not been placed on the National Register automati-
cally, but who meet one or both of the following
CI']lCHa

The subject is engaged in illegal activities
in\'ol\mg potential unreported or understated income.
or other offenses within the jurisdiction of the Intelli-
gence Division.

2 There are indications that the subject is
engaged in inter-district activities or there are files in
more than one district on the same entity.

(c) All SEP-1 subjects who were previously
reported on Forms 1351, Special Enforcement Control
Record, and who have not yet been closed. will be
included in the initial printing of the National Regis-
ter. All new SEP-1 subjects will be submitted on
Form 4860, National Register Input Form.

9394.2
Preparation of National Register Input Form

Each calendar quarter, the Chief, or his delegate.
will review all available data regarding special en-
forcement subjects within his district. The names of
newly identificd entitics who meet the criteria for
inclusion on the National Register as either SEP-1 or
potential SEP subjects will be submitted on Form
4860, \Yullondl Register Input Form. Instructions for
preparation of Forms 4860 are set forth in Exhibit
9390-5.

9394.3
Transmittal Procedures

(1) The completed Forms 4860 listing the names of
new SEP-1 or potential SEP subjects will be submit-
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9394.3
Transmittal Procedures—Cont.

ted quarterly to the National Office. Form 5057,
National Register Transmittal, and Form 5058, Na-
tional Register Correction/Deletion ‘Form, will be
prepared to accompany cach shipment. Instructions
for the preparation of Forms 5057 and 5038 are set
forth in Exhibits 9390-6 and 9390-7, respectively.
Negative reports. using Form 5057, arc to be made
for any quarter in which there are no additions of
cither SEP-1 or potential SEP subjects to the Na-
tional Register.

(2) Shipments should arrive at the National Office
not later than.the 20th day of November, February,
May and August of cach year. They should be
marked for the attention of CP:1:P. .
9394.4 )
Correction and Deletion Procedures

(1) Subjects of current investigations, who are
automatically placed on the National Register by the
submission ‘of case control records. will be automati-
cally purged from the National Register when case
control records show that-the criminal features of the
casc have been completed.

(2) SEP-1 subjects previously placed on the Na-
tional Register by submission of Form 1351 will not
automatically be purged when Form 1351 is closed.
Instead Form 5058, National Register Correction/

| Deletion Form, will be used to submit refercnce to

the closing of Forms 1351. Instructions for prepara-
tion of Form 5058 are set forth in Exhibit 9390-7.

(3) Each calendar quarter, when the Chief. or his
delegate, reviews the background files to identify
additional SEP-1 or potential SEP subjccts, he will
also review the current National Register district
listing of SEP subjects to determine those who no
longer mect the criteria for inclusion.. These subjects
will then be purged from the National Register by.

tiow/Deletion Form.” : .
(4) Inaccuricics in or additions to the information i
the National Register may be corrected by completing

* Forms, 5058 in accordance with the instructions in

Exhibit 9390-7.

(5) To change from potential SEP to SEP-1 or vice
versa, delete the entire initial entry by using transac-
tion code 10 (sec Exhibit 9390-7). Resubmit the
revised entry on Form 4860.

(6) All forms are sent quarterly in accordance with
IRM 9394.3. '

9394.5 ,
Output Formats : a

(1) Each quarter, eich district will rececive the -
following from the National Register:

- (a) A list of all National Register subjects whose
names were generated, or submitted, by the district.

(b) A list of all its National Register subjects
whose names also appear on the list of one or more
other districts: This listing will show the identity of
the other district(s) as well as the category of the
subject (active investigation, SEP-1. or potential
SEP). This_list merely alerts one district to the fact
that anothér district has some type of information
regarding A subject in which the two districts have a
mutual interest. It is the responsibility of the districts
involved to communicate with each other and ex-
change information.

(c) National Rcgister district listings will be
prepared and sent to district offices to arrive no later
than the 10th day of September. December, March
and June.

(2) Each quarter, the National Office will produce
one composite, alphabetical and one numerical listing
of all subjects in all three components of the Nationai
Register. This listing will not be disseminated to the
regions or districts. However. if a district has a name
or taxpayer identification number which it has not
entered on the National Register, but which it wishes
to match against the National Register, it may do so
by contacting the National Office (CP:1:P) by cither
telephone or letter.
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Exhibit 9390-1

Form 4860-A, District Input
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Intefligence Gathering and Retrieval System
EXHIBIT 9390-1—Cont. (1)

DISTRICT INPUT
(Form 4860-A)

INSTRUCTIONS FOR COMPLETION

.You arc preparing a worksheet that will be used by
& keypunch operator., It is most important that the work
be donc neatly and accurately. Neatness is important
because the person reading this sheet will not be able to
ask you if “1" means “one,” i or “L". Form your
Ietters completely, all CAPS only.
GENERAL INSTRUCTIONS ‘

1. Only one character (number or fetter) will be
printed in cach space.

2, Print all CAPITALS.

3. For items containing both alphabetical and numeri-

cal characters, print zeros as § and the tetter Z as iz,

in_order to avoid confusion with the letter “o” and
number “2," respectively.

4. No punctuation will be used—omit commas, pe-
« -giods, dashes, ctc.

5. If you make an crror, draw a linc through the
enfire entry and rewrite it on another line, .

TEW INSTRUCTIONS
(Items marked below with an asterisk (*) must be
completed in order to process district input sheet.) |

1. “Page of (upper left corner). Enter
page number of total input forms per document. Exam-
ple: The third form of a document requiring 5 forms
would be Page 3 of 5.

2. ®*Register and Document Number (6 spaces).
“These codes will be determined by.the district in accord-
ance with their storage system. This number must be
unique, Only one number will be given to a document
no matter how many pages are in Um document.

3. *Date of Document (6 spaces). Month, day, and
year. Us¢ two digits for cach scament, For cxamph,
December 1, 1972, will be entered as 120172,

4, Source (2 spaces). Use the following codes, if
applicable, New codes may bc created if lhc.rc is a local
need,

Source Codes

01  Service Center
02 Special Agent
03 Audit AT
04 Collection B
05 Public RN
06 Intelligence Gathering

07 TCR ’

08  Other Government Agency
09 Joint Compliance Program
10 WAID

11 TC™mP

E iipn.

" MT 9300-40

12 Narcoucs
13 Wagering .« *
14 Newspaper or Magazine Article
Local, State, or Federal Law Lnfnrcuncnl
Agency

16 Picliminary Control Record

37 Subject Abstract Record

18 Casc Development

- 19 Confidential informant

20 Projects and Programs

21 Investigations Assigacd

99  Other

5. *District (2 spaces). Use the district codes cen-
tained in IRM 9280. POD (1 space)—Post of Duty—
Each district is responsible for developing its own cddos
for the posts of duty in that district. This is applicable
when records are stored at more than one location.

6. *Date Prepared (6 spaces). Use the same dating
method as explained -above.

7. *Names on this page (upper right corner) Enter
total number of names on the input form.

8. Document Description (40 spaces). Enter beief
description of document, its contents, or any other
information of ‘interest to the district. Leave a 3
spacc beween “words. Generally known abbreviations
and form numbers may be used.,

9. *Name (25 spaces allowed). Enter the name
exactly as it appears in the document and formatied as -
shown below. :

A. Individvals—Iast, first, middle namecs

1. Apostrophes should not be used. For exam-
ple: the name O'Malley should be written OMALLEY.

2. Use closed spacing for Iast pames. For cxam-
ple: the name De Carlo sheould be written DECARLO,

3. Capitalize all letters. Thus, the name Me-
Henry will be written MCHHENRY.,

4. First names will be written in full, if available.

5. Middle names will be written in full, unless
there are insufficient spaces, In this case, usc an initial
for the middic name.. .

6. Namcs that have initials only will be written
without punctuation, for example: Cox, W. E. will be
COX W E.

=7, Leave a singlc space between all names—

Tast, first, middle.

8. 3 a name contains a “Jr.” or “Sr.,” it should
be written as follows: . JONES WILLIAM L. EO JR.

- 9. Enter only onic name per line. Do not include
the wife's name if it appears, For cxample: Banko, John
I & Ruth, Jr. wiill be writtecn BANKO JOHN 1. JR.

10. The first letier of the Jast name will be

“entered in the first open space in the name field,

B. Busincss Names
1. Capitalize, single space, and use no punctua-

(5-4-73). " IR Manual
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Intelligence Gathering and Retrieval System
EX.HIBIT 9390-1—Cont. (2)

2. The word “and” will always be written as an
ampersand, “&" For example: Jones and Sons will be
JONES & SONS.

3. Do not usc “The" when rcconlmr business
names. For example: The Big Company will be BIG CO.

4. The following will always be used to shorten
busmcss namcs: .

Corporation=CORP
Incorporated = INC

Company =CO

Limited=LTD
Associates=ASSOC .

5. When business nanes have morc letters than
spaces available, write as much of the name as th rc arc
~available spaccs.

10. B or I (one spacc). If the taxpayer identification
number is, for a business, enter “B.” if an individual,
enter “I" The “B” or “1"” must be entered if there is a
SSN or EIN. )

11. Taxpayer Identification Number (SSN or EIN)
(9 positions). Enter if available.

12. Profession or Occupation (2 spaces). Usc the
two-digit code provided for the profession or occupation
which most ncarly describes the subject. JIf none is
applicable, you may use Code 99 or create new codes;
between 43-50 for a profession, or 95-98 for an occu-
pation. 1f the document docs not describe the subject’s
profession or occupation, leave these Sp’\CC blank.

PROFLSSIONS

Medical .
. 01 Physicians, Surgcons, and Specialists
02 Dentist, Dental Surn;ons and Specialists
03 Osteopathic Ph)sxcn.xs
04 Chiropractors
05 Mental Health Counseling
06 Mcdical or Dental Laboratorics
07 Hospital Profession
08 Nursc Registered or Practical
09 Sanatorium, Convalescent, and Rest Homes

Miscellancous

10 Attorncy

11 Education, Teacher, Tutor. cte.
12 Engincer

13 Architeet

14 Certificd Public Accountant
15 Other Accounting, Auditing, and Bonkkccpmg
16 Tax Preparcr

20 Private Investigator

21 Private Protection Service

25 Entertainer

26 Musical ’

27 Professional Sports

28 Busincss Managers/Agents/Handlers

30  Automotive Racing

32 Horsc and Dog Racing

40  Others not specified

41 Ad\'nor/z\ul\/Commlor
- 42 Pharmacist

OCéUP/\TIONS

51 Skilled Laborer

52 Scmi-skilled Laborer

53  Unskilled Laborer

54 Owner

55 Manager

56 Officer or Director

57 Exccutive

58 Purchasing Agent

59  Public Ofticial

60 Government Employee

61 TFactor Monics or Commoditics
62 Jobber

63 Manufacturer Representative
64 Repairman

65 Agent .
66 "Clerk .

67 . Salesman i

68" Promoter/Lobbyist

69 Law Enforcement

70 Bondsman .
71 Union Ofiicial

72 Consultant

73 Student

74 Intcrior Decorator

75 Photographer

76 Editor/\Writer

77 Modecl Fashion and Photo

78 Attendant

79  Artist/Musician

80 Contractor

81 Pilot

82 Driver

83 Hauler

84 Gardener

85 Diver
86 Writer
87 Trustce

88  Stockholder

89 Travel Agent

90 Decveloper-Land

91 Casino Exccutive or Employce

92 Land Speculator

93" Ncws Reporter

94 Grocer

99  Other

13. Industry (2 spaces). Usc the two-digit o

shown below to indicate the industry in which the s
jeet is employed. 1€ the industry is not mentioned in
documcat, leave these spaces blank.

MT 9200-40 (5-4-73) IR Manual
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INDUSTRY CODES

01
02
03

Farming

Agricultural

Petroleum

Government

Forestry

Fisherics

Mining

Contract Construction-Building
General Contractors—other than building
Classificd Trades

‘Other Contractors

Food and Kindred Products
Textile Mill Products

Apparcel and other textile products .
Lumber and wood products, except furniture
Furniture and Fixtures :

Printing, publishing, and allicd industrics
Leather and leather products

Stone, clay, and glass products

Metal Products

Machinery, except electric

Electrical machinery, equipment, and supplics
Transportation equipment

Local transportation

Trucking and warchousing

Rail transportation

Water transportation

Air transportation

Pipeline transportation

Transportation Services/Travel Agencies
Communication

Utilitics X

“Building materials, hardware, and farm
cquipment

General merchandise

Retail sales

Motor Vehicles-and supplics

Restaurant and Bars

Banking )

Credit or Loan Agencics other than banks
Sccurity and Commodity brokers
Insurance

Real Estate .

Jnvestment

_ Lodging

Personal Services

Busincss Scrvices

Automotive repair and services
Misccllancous repair services

Motion pictures

Amuscment and recreation services, except
motion pictures

Medical and Health Services

Legal Services

Educational Services

14. Allcged illogal activity or source of potential un-

Engincering, Accounting, and Architectural
Scrvices ’

Gambling Legalized

Club, Fraternal Organization

Other

reported income. (6 spaces). Two alleged illegal activity
codes may be entered, .

-1. M you arc unable to determine an applicable cods,

use gencral codes, such as 010, 050, cte.

2. If only onc code is used, cnter it in (a), leave (b)

blank.

ILLEGAL ACTIVITY CODES,

010

050

060

070

080

100
110

120

130

Racketeer
011 Major Racketeer
012 Minor Racketeer

Narcotics and Dangerous Drugs

051 Supplier

052 .Puther

053  Uscr B
054 * Financicr -~
0SS Transporter :
056 Smuggler

Prostitution

061 Nadame

062 Pimp/Panderer

063 Prostitute-Femzle

064  Prostitute-Male

065 Massage Parlor

Loan Sharking

071  Lender

072 Borrower

073 Collector

074  Financicr

075 Loan Arranger
Corruption-Public Trust

081 Corruption-Federal

082 Corruption-State

083 Corruption-Local

Legal Business Fronts/Nominces
Labor Racketeering

111 Multi-Union Organizer
112 Pension Funds

113 Xickbacks
Coin-Operated Devices-Gaming
121 -Manufacturers

122 Distributors

123 Consignees

Coin-Opcrated Devices-Vending

131 Scrvice Equipment

132 Cigarcttes

133 Entertainment

134 Tood & Beverage .
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3 olita Operator
Exhibit 9380-1—Cont. (4) s Writer

336 Runner -
140 Foreign Ncgal Financial Transactions 337 Employee :
141 Banking i 338 ‘Beards .
142 Insurance 339 Guambling Equipment Manufacturer
143 Sccuritics : 340 Gambling Equipment Distributor
341 Couricr

144 Corporations

. 342 Off Track Betting
145 Courier 343 Casino-Operator or Employce
150 Fraud 344 Bookmaking-General .
I :g; gt}'l\ ine (G N 345 Skimming . |
Kimnming cnera e , - ,
153 Confidence Scheme 400 ;l:'hcf‘l‘ Bmiglg.lr) . Fobbcr) and Lnrfcn}.
154 Sccuritics 45;‘”')\3:"( ‘1'3;”:“ ing
155 Credit Card w0z Jewery
156 Welfare and Pension Funds 403 Fc\\c ry
157 Insurance Carriers 40‘ urs
158 Medical 4 Liquor.
P - 405 Sccurities
159 Exempt Organizations 406 Credit Card
160 Land Sales 07 M’;n;‘y ards
daddine B
‘ 161 Payroll Padding . 408 - Electronic Equipment -
200 Tax Violation 409 Cigareties
201 Tax Evasion-7201 410 Jewels, Watches, Coins, etc.
202 Failure to Collect, Account for and 411 Gold/Silver
Pay-7202 500 Miscellancous A
203 Failure to File-7203 501 Murder. Mayhem, Violence
204 False Statement (W=4)-7204 502 Pornography
206 False Return-Perjury-7206(1) . 503 Counterfeiting
207 Aiding and Advising-7206(2) 504 Forgery
320 Gumbling . 30 Eaacking
321 Layoff Bookmaker-National 507 A(ll.) otage |
322 Layofl Bookmaker-Local 08 L 4‘0"'.0“
323 Bookmaker-Horse . 09 l;".t;)r!‘o"
324 Bookmaker-Sports : 0 o c1‘y
325 Handicapper 510 Perjury
326 Wirce Service 5‘; Bootlegging
327 Big Bettors 512 Arson
328 Dice 900 District Use
329 Cards . Districts may use 900 series codes for illegal
330 Electronic Expert activities unique to that district.
331 Numbers Operator 15. For District Use (8 spaces). These spaces may
332 Lottery Operator be used by the district for whatever coding it wishes.
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Exhibit 9390-2

:

Form 5055, District Background File Transmittal . .

District Bacliground File Transmittal

Instructions
1. Prepare in triplicate. Enclose two copies with each shipment and retain one copy for district files.

: 2. Attach the adding machine tape us;:d in totaling the lines of data (names) being submitted.

3. Ship Forms 4860-A in sequential order by Register-Document Number.

4. Make shipments via Certified Air Mail in a secure package.

.

Material shipped: Shipped to:
LY S — X
FOrms 5056 4 0uuuunennasrnnennnans
Lines of Data (Total from *'Names this g
P3ge”, Form $850-A) +erec i et eans «
Register - Document -
numbers finclusivel oo v to ~
Date

Reccived by

Acknowledge receipt by air-mailing a copy of transawttal Direct guestions on this shipment to

document to: (Oistrict address)

Special Notes:

e A N . \
\'~

Deparunent of the Treasury - Intemat Ruvenue Sern

fom 5055 (rev. 223

. ;
- MT 9300-40 (5-4-73) IR Manual
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Intelligence Gathering and Retrieval System
Exhibit 93903

Form.SOSG, District Input Correction/Deletion Form
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Intelligence Gathering and Retrieval System
Exhibit 9390-3~Cont. N

_Form 5056, District lnput-Correélion/Dclclion Formy

District Input - Correction/Delction Form

nstructions

1. Use this for to make corrections/
deletions 1o the District Background File
indexes. There ate two categories: .
general and specific.

a. General: These are items which re-
fate to all thenames ona particularinput
document, i.e., Date of Document, Source,
Post of Duty, Date Prepared, and Docu-
ment Description, To correct these items
youmust enter the District Number {DIST),
check Digit (CD), Register-Document
Number {REGISTER-DOC), and the proper
transaction code {TAN} for the item being
corrected/deleted. Then enter the cor-
rection in the Correction Data area start-;
ing in the first space following the trans-
action code.

b, Specific: These are items which per-
tain o only one entity on a particular
form i.c., Name, B/I; Taxpayer Identifi-
cation Number, Profession or Occupation,
Industry, Alleged Illegal Activity, and
For District Use. To correct any of these

Transaction

00 Document Description Correction
01 Date of Document
02 Source
- 03 Post of Duty
04 Date Prepared
05 Delete Record
10 Nams -

items, you must enter the District Number
{DIST), Check Digit (CD), Register--
Document Number (REGISTER-DOCUM),
Page, Line Number, and the proger trans-
action code (TRN) for the data being cor-
rected/deleted. Then enter the correction
in the Correction Data area starting in
the first space foltowing the transaction
code. To correct the *'District Use”
field, enter alf codes in the correct se-
guence. This should be done even ifonly
one code is being corrected, Yhen cor-
recting the Taxpayer Identification Nur-
ber, the correction must be precedad by a
"B’ for an EIN, or an "'I"* for a SSN.

2. Only one correction may be made ona
Tine for each type of correction/daletion.

3. If the Register-Document Page, and/
or tine number are in error, then the en-
tire record must be deleted by entering
the !dentification Data (Dist, CD, etc.)
and TRN Code 05. The cerrect data
should then be re-submitted on Form
4860-A, District tnput Form.

Codes

11 81

12 TIN

13 Profession/QOccupation
14 Industry

15 lllegal Activity

16 District Use

17 Delete Line (Name)

MT 9300-40 (5-4-73) IR Manuval
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Example of Format of Typical District Background

niclligence Gathening and Ketricvat dysiem
File Subject Index

-Exhibit 9390-4
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Exhibit 9390-4—Cont.

Example of Formal of Typica!l District Background
File Document Index

01-05-73 Cr:I (B863)

€011431 07-05 71 02 36

38

07-07-71

[}

DISTRICT 36 DOC INDEX

HEMO SA GONZALES RE GAMBLING

0101 ARNOLD ANTLORY J 346 34 2976 55 320 326 3102
0103 DIABCA CHARLES 320 )
0104 BIDE AWAY LCUNGE 36 1271001 58 320 . 2
0102 TAYLOR JOuN
0105 320 .
0106 326
D011436 07-05-71 11 36 07-07-71 RAR JOSEPH REYINARDT 6912 7017
0101 REYIARDT JOSEPDI 724 25 7210 56 054
0102 36 1476532 36 054
0103 ’ 14 918
0104
0105 .
EQ11451 06-22-71 06 36 07 08 71 CTRB GAMBLING RAIDS IN CHICAGO MIIGHTS ~
0102 HEIGHTS TAVERN 58 333 1115
0101 JORRS COIN SHIP 53 333 1115
0103 AU LCINGE 58 333 1115
0105 YELALDOS RESTAURANT 58 333 1115
0104 ZAKZIBAR LOUXSG ‘58 333 1115
0106 333
JF322175 10 17 72 09 36 11 13 72 STRIKE FORCE REQ FOR BACKGRCUND INFO
0101 BUCHORI FIORE 722 15 7077 010 070 1
0104 JOINSOH RICHARD O
0102 LITTMANN BURL § 352 02 7169
0107 JLORFNZO GEORGIA
" 0105 MALMFIST DODBBY .
0106 PHILLIPS FELIX MILWAUKEE 070 1
0103 REALOKDO JACQULIKE 061
MT 9300-40 (5-4-73)

Offic{al Use Only

IR Manual



39

fnielligence Gathering and Ketricvat system

Exhibit 9390-5
Form 4860, National Register input Form
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. Intelligence Gathering and Retrieval System

Exhibit 9390-5—Cont. (1)

National Register Input Form
(Form 4860) s

Instructions for Completion

(1) This form will be used by keypunch operators,
therefore it is most important that the work be done
neatly and accurately. Neatness is important because
the person reading this sheet will not be able to ask
you if I means “*one.’ i, or “L." Form your
letters campletely and use all capitals.

(2) Separate forms witl be used to reflect SEP-1 or
“Ipotential SEP cateporics. Each form will be desig-
nated by hand writing at the top of the page above
**prepared by™ the category (“potentind SEP™ or

L“*SEP~1"") of its contents. Euach page will contain

from one to twenty-five entrics within the same
catcgory.

Genera! Instructions

1. Only one character (number or letter) will be
printed in cach space.

2. Print in capitad letters.

3. For items containing both alphabetical and nu-
merical characters, print zeros as § and the letter
*Z" as & in order 10 avoid confusion with the fetter
*“0” and number 2, respectively.

4. No punctuation will be used—omit commas.
periods, dashes, cic.

5., If you make an crror, draw a line through the
entire eatry and rewrite it on another line.

Column Instructions

“1. District codes are found in 230:(2) of IRM 9570,
Case Management and Time Reporting System Hand-
Book. .

2. Region codes are shown below:
1 Southcast
3 Midwest
4 Central
5 Southwest
6 North-Atlautic..
10

-8 Mid-Atlantic © *
" -9 Western
3. Enter the calendar year in which the name is
$ubmitted to the National Register.

ftem Instructions

(1) Names (25 spaces possible).
A. Individuals—Iast, first, middle.

1. Do not use apostrophes. For example:
O'Malley will be written OMALLLY.

2. Usc closed spacing for Iast names. For
example: De Carlo will be written PECARLO.
! 3. Use all capitals. For example: McHenry will
be writiecn MCHENRY.

- Banko, John 1.

. 4. First names. should be written in full, if
availuble. o
5. Middle names will be written in full unless
there arc-more Tetters than there are spaces.. In this
casc, usc andnitiat for the middle name. .

) 6. Names that have initials only will be written
withot punctuation. For example: Cox, W. E. will
be COX W E. -

7. Leave a single space between all names—

“last, fifst, middle.

8. If a name contains a “Jr.”* or **Sr.." it
should be written as follows: JONES WILLIAM
LEOJR. .

9. Enter only one name per line. Do not
include the wife's name if it appears. For examplg:
& Ruth, Jr. should be written
BANKOJOHN 1JR.

10. The first letter of the last name will be
entered in the first space in the name ficld.

B. Business Names

1. Use all capitals. Single space. Use no
punctuation. -

2. The word *‘and™ will always be written ns
an ampersand, “'&." For example: Jones and Sons
will be JONES & SONS. ’

3. Do not use “THE'* when recording business
names. For exafiple The Big Company will be BIG
Co.

4. Usc the following 1o shorten business

names: ’
- Corporation = CORP

Incorporated = INC

Company = CO

Limited = LTD

Associates = ASSOC

5. When business names have more letters than
spaces available, write as much of the name as there
are available spaces.

.(2) City (12 spaces possible).

1. Use all capitals. Single space. Use no
‘punctuation.

2. If a one-word city name has more letters
than there are available spaces, write as much of the
name as possible.

3. Cities with two-word names.

a. If the first word is North. South, East or
West, use only the first letter N, S. E, W., and the
sccond word. For example: East Detroit will be
entered as E DETROIT.

b. For citics with other two-word names,
write the entire first word and shorten the second
word by leaving out the vowels 1o fit the 12 spaces
available.

Highland Park = HIGHLAND PRK
Barper Woeds = HARPER WDS

¢. For citics with three or more words in
their names. write the entire first word and the
shortened form of the remaining names. It may be

.

MT 930047 (3-4-74) IR Manual
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Intelligence Gathering and Retricval System
Exhibit 9380-5—Cont. (2)

Item Instructions—Cont.

necessary to write the entire name without vowels.
For example: B :
Grosse Point Shore = GRSS PNT SHR
North Bay View Village = N BY VW
. VLLG
(3) State Codes (2 spaccs).
Usec the two-letier special code shown below.

Alabama AL Maine
Alaska AK Maryland MD
Arizona AZ Massachusetts MA
Arkansas AR Michigan MI
. . . Minnesota © MN
Gatome Gy s o
0 ssouri y
Connecticut CT ) Mlontana MT
Dclaware DE .

District of Ezs"&:“a ES
Columbia DC New .
Florida FL Hampshire NH
Foreign New Jersey NJ
Country FC New Mexico  NM

New York NY
Georgia GA North
.. Carolina - NC-
Hawaii HI North Dakota ND
Idaho ID i
linois L Ohio, on
. Indiana IN anoma
lowa 1A Oregon OR
Kansas KS Pennsylvania PA
Kentucky KY Puerto Rico PR
Louisiana LA Rhode Island RI

Vermont vT
Virginia VA
Virgin Islands VI

South © oL
Carolina, SC
South Dakota SD

Tennessee TN Washinétou WA
T

Texas X West Virginia WV
Wisconsin Wi
Utah UT , Wyoming wY

@) Taxpayer Identification Number (SSN or EIN)
(9 spacces).

1. Every name must have a unique TIN.

2. In those instances where the EIN or SSN is
not known, use a unique identification number as
described below. -

The first space reccives an asterisk. The next
two digits arc the district codes. The fourth digit wiil
designate the year of input, 1971 will be L1972
©2,** and so on. The last five digits will be a
sequentially assigned number starting with 00001 for
the first submission of the calendar year and ascend-
ing t0 99999 if necessary. The sequential number will
begin with 00001 each calendar year. For example.
the number for the 115th submission from the Chivaze
District (for which tlic SSN and EIN are unknown) in
1971 would be: * 36 100115,

Each district will need to keep a log of the
numbers assigned in order to avoid duplication.

(5) Date of Birth (6 spaces).

1. Use six (6) numbers—in MMDDYY tor:!
mat—example: Jan. 2, 1937 would be 010237, ' i

2. If the date of birth is not avaiiabie. druaw &
line through the spaces.

(6) Alleged illegal activity or source of potential .~
unreported income (3 spaces). .

See Exhibit 9390-1, llicgal Activity Codes zmdl

instructions (# 14).
(7) B or I (1 spacc)

If taxpayer identification number is for a busi-

ness enter **B*, if for an individual enter L™

MT 9300-47 (3-4-74) IR Manual
Officlal Use Only
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Iniciligenco Gathering and Ketrieval Sysiem
Exhibit 9390-6 -,

Form 5057. National Repister Transmittal

Instructions
1. Prepare in triplicate. Enclosc two copies with each shipment and retain one copy for district filcs.
2. Ship Fonns 4869 and Forms 5058 in order by page number fsee vpper richt hand cornet).

3. Make shipment via Certified Air Mail in a sccure packoge.

4. Enclose adding machinc tape used in totalling number of names. d
D
Watcrial shippod: Shipped to: N
FOrMS 4060 v evvrnnssnsaannnsannas -
. Lines of data (total number of names) , , , , .
.
FOrms 5058 . s uvsvnnnnnsonannnnnas
Total correction lines , ., .
Shipping date Date
A qe recent by ahing @ copy of this form to: Direct questions on this shipment 1o (Narie and phone rumbes)
(District address) ’
Special Notes:
.
1
N '
~
Form 5057 (Reve 4.73) Departmient of the Treawry « Internal beivenuu Servico
. . U Lo s —~ o .o .
) MT9356-48  (5-4-73) it manual

Official Usc Only
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{atellipence Gathering and Retrieval Sysiem

Exhibil 9390-7

srm 5058, National Register Correction/

veletion Form
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Inteftigence Gathering and Relricval System

Exhibit 9390-7-—-Cont.

National Register Cdrrcclion/Delelioh Form
Form 5058

Instructions .

Use this form to make corrections to, additions to,
or delctions from, the SEP-1 or potential SEP subject

categories of the National Register,

To delete an entire record, enter taxpayer idenyifi-
cation number and transaction code (TRN) 10. Make
no entry in correction data spaces.

To correct an information ficld,

enler taxpayer

44

identification number, transaction code (TRN). and
the correction data, starting in the first space follow-
ing the transaction code. To change more than one
ficld in a iecord, you must use TRN 10 and then
resubmit the record showing d“ required information
on Form 4860.

Transaction Codes

01 Name

02 City

03 State Code ' .
04 Duate of Birth . 2
05 Alleged Hlegal Activity

06 B

07 Year

08 Reg

09 Update Taxpayer Id. No.

Delete Record

MT 9500—47 (3-4-74) IR Manual
Officlal Use Only
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NEwS RELEASE DEPARTMENT OF THE TREASURY
IRS, WASHINGTON, D.C., FEBRUARY 19, 1975

The Internal Revenue Service today released the following additional docu-
ments in connection with its information gathering systems:
Letter to Senator Frank Church, dated February 12, 1975;
The four attachments to the letter.
Copies of the released documents are attached.
The Internal Revenue Service had previously released, on February 7, nine
items involving its information gathering systems, including a letter of Jan-
uary 31 to Senator Church.

_ FEBRUARY 12, 1975.

Hon. FrRaNK CHURCH,

Select Committee Ta Study Governmental Operations With Respeot to Intelli-
gence, Activities, U.S. Senate, Washington, D.C.

DEAR MR. CHAIRMAN : On January 31 I wrote you concerning the participation
of the Internal Revenue Service in the Select Committee’s investigation and
study. I also included a copy of a letter that I sent to Senators Mansfield and
Scott in response to their request that we not destroy and records or documents
relevant to the Select Committee’s activities. In that letter I expressed concern
about the breadth of the request and the possible unintended impact on the
Service’s normal operations.

Subsequently, on February 5, Burke Willsey, Assistant to the Commissioner,
telephoned Mr. William Miller of your staff and informed him that, because of
the large volume of returns being received by the Internal Revenue Service, it
was necessary for us to resume shipping 1973 returns and related materials to
the Federal Records Center to make room, physically, for the storage and
processing of the returns currently being filed. Mr. Miller agreed that our resump-
tion of shipping was appropriate, and asked us to send you a copy of our in-
structions to our field offices on these documents. A copy of that telegram is
enclosed as Attachment No. 1.

At the same time, we authorized the Federal Records Centers to resume
destruction of tax returns in order to permit them to make space available to
receive the records we resumed shipping. A cepy of the letter authorizing that
resumption is enclosed as Attachment No. 2.

Although these instructions have alleviated part of our problems in this re-
spect, we would appreciate receiving your permission to continue a broader
range of our previously-established records disposition practices. Mr. Willsey
assured Mr. Miller, and I repeat those assurances, that we are not asking for
permission to destroy any materials gathered pursuant to that part of our in-
formation-gathering activities coming within the Committee’s area of interest.
For example, in paragraph (3) of the enclosed telegram dated February 7, 1975
(Attachment No. 3), which provides interim guidelines for information-gathering
activities, our personnel are specifically instructed not to destroy or dispose of
any records relating to any of our intelligence-gathering activities.

Another facet of this problem for Internal Revenue Service is illustrated by
the vast number of documents which we receive containing information about
amounts paid to different taxpayers as wages, dividends, interest, ete. In the
normal course of our operations, the relevant information from these documents is
transeribed into our data processing equipment for evaluation and use with
respect to the tax-payers who may be affected. After the information is tran-
seribed, many of the source documents themselves are disposed of. Others of the
documents are associated with the taxpayers’ returns and are disposed of with
the returns themselves. Attachment No. 4 is a telegram to our data processing
personnel authorizing them to continue our normal practice of disposing of those
documents.

As you can see from this relatively brief outline, the possible breadth of the
Select Committee’s activities could have a severe, and, we believe, unintended
jmpact on our routine operations.’ Consequently, I would like to repeat the re-
quest we made to Senators Mansfield and Scott for permission to continue our
previously-established records disposition practices. If it would be helpful, we
are prepared to meet with the Committee or its staff to supply any further in-
formation in this regard that you feel would be necessary or helpful.

‘With kind regards,

Sincerely,
DoxaLp C. ALEXANDER.

57-236 O - 175 - 4
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FEBRUARY 5, 1975.

To: Regional Commissioners, IRS; all Regional Counsels, IRS; all Regional In-
spectors, IRS ; all District Directors, IRS ; all Service Center Directors; IRS
Data Center, Detroit, Mich. ; IRS NCC, Martinsburg, W. Va,

From : W, E. WiLLiaAMS, Deputy Commissioner, IRS.

Subject : Retention of service records.

This is in further reference to our telegram dated January 30, 1975. Transfer
of IRS records to Federal records centers can be resumed except for those records
concerning intelligence information gathering activities, joint compliance pro-
gram activities, coordinated compliance projects and returns compliance pro-
gram activities. A separate telegram will be issued concerning the above
exceptions. However, this instruction does not contemplate the screening of case
files before transfer to the Federal records center to remove individual exam-
ination reports, etc., that are the product of such information gathering
activities.

IRS waste material containing tax data accumulated in formal daily opera-
tions can be destroyed.

W. E. WILLIAMS,
Deputy Commissioner.

FEBRUARY 6, 1975.
Mr. WALTER W. STENDER,
Assistant Archivist for Federal Records Centers,
National Archives and Records Service,
Washington, D.C.

DEAR MR. STENDER: The Commissioner, in a letter dated February 3, 1975, to
the Administrator, General Services Administration, requested suspension of the
destruction of IRS records in the Federal Records Centers until further notifica-
tion. The letter further stated that we would notify you of records that could
be exempted from this freeze as soon as possible.

It has been determined that Forms 1040, U.S. Individual Income Tax Returns,
can be destroyed in accordance with disposal authorizations in Record Control
Schedule 206, Service Centers.

We appreciate your cooperation in this matter and hope to more narrowly
define IRS records subject to the freeze at an early date.

Sincerely,
(Signed) RicHARD E. SIMKO
(For Leo C. Inglesby, Director,
Facilities Management Division).

FEBRUARY 7, 1975.

To: All Regional Commissioners, IRS; All District Directors, IRS; All Service
Center Directors, IRS; Director, Office of International Operations, IRS.
(VIA MAIL) :

From: W. B. WirLiaMs, Deputy Commissioner, IRS.

(MSARD) (MSASC)

Subject : Interim guidelines for information gathering activities for audit, intelli-
gence and collection activites.

(1) This is in further reference to our January 22, 1975, telegram suspending
IGRU, JCP and other similar information gathering activities pending clarifica-
tion of the definition of directly tax-related information.

(2) Until such time as legal questions are resolved concerning application of
the Freedom of Information Act Amendments and the Privacy Act of 1974, all
information gathering activities will remain suspended except to the extent
provided in this telegram. No new information gathering projects will be initiated.

(3) With reference to IG&R, returns compliance programs, joint compliance,
coordinated compliance and intelligence projects:

(A) Previously collected information or information received without solici-
tation which involves transactions with potential tax consequences may be proc-
essed and associated with case files for use in development of the case.

(B) No additional information (except information relating to an open as-
signed case on a specific taxpayer) will be solicited.

(C) No new projects will be initiated.

(4) The returns preparers program, including shopping activities, may be
continued.
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(5) Financial information and other data directly related to notices, TDA’s
and TDI’s may be obtained and will continue to be associated with the case files
as provided in existing instructions.

(6) Any files or information, gathered or assembled, pertaining to any tax-
payer or group or taxpayers and in the possession of an individual employee,
which do not relate to a current assignment, will be immediately forwarded to
the employee’s division chief. Such information which the chief determines does
not require immediate action will be placed in suspense pending further
intructions.

(7) All employees should continue to submit information reports and informa-
tion items with potential tax consequences uncovered while working assigned
cases. Such information reports and information items will be processed in accord-
ance with existing instructions. Any other information will be forwarded to the
employee’s division chief to be suspended pending further instructions.

(8) No records concerning intelligence information gathering activities, joint
compliance program activities, coordinated compliance projects and returns com-
pliance program activities shall be destroyed, disposed of, or transferred to
Federal records centers.

(9) Questions regarding these guidelines that cannot be resolved by assistant
regional comissioners should be referred through channels to the appropriate
Assistant Commissioner.

(10) This message will be reissued in the IR Manual in accordance with IRM
1254, .

FEBRUARY 11, 1975.

To: All Regional Commissioners, IRS and all Service Center Directors, IRS.

From : Russerr E. DYKE, Associate Director (Accounts and Services), Accounts
and Data Processing Division, IRS.

(Priority) (MSAR & MSASC)

Subject : Retention of service records.

This is in reference to the telegrams of January 30, 1975, and February 5, 1975,
from the deputy commissioner, internal revenue service. These telegrams do not
affect any instructions in ADP Handbook 334405, SC mail and work control,
information document procesing. Continue to dispose of information documents
according to the manual reference cited in this handbook.

Mr. Vantx. T think we are going to want to go into that in detail,
and I know that other committees of the Congress are considering
major investigations of the issue. We know the quality of our work
with Dr. Woodworth, and we are going to await the results of your
joint efforts.

Now, I think Mr. Pickle is next.

PRIVACY OF TAX RETURNS

Mr. PickLe. Mr. Secretary, do you agree with the income tax re-
turns privacy bills that have been introduced? Congressman Litton
has introduced one, and 1 know Senator Bentsen on the other side is
going to introduce such a bill.

Without going into detail, can you support those bills?

Mr. ALEXANDER. 1 strongly favor the strengthening of the laws with
respect to the privacy of tax returns and tax return information. Con-
gressman Schneebeli last year introduced a bill which, T feel, carried
out not only the principle, but the mechanics of, the corrections of
existing law that we think are necessary.

So we do not differ as to the purpose with Congressman Litton,
Senator Bentsen, and others. We have some concerns. We have con-
cerns as to the particular aspects of the legislation.

Mr. Pickie. You look more favorably to Mr. Schneebeli’s approach
than either to Mr. Litton’s approach or Senator Bentsen’s approach?

Mr. Arexanper. That is correct.
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TAXPAYER SERVICE

Mr. Pickre. I have some questions to submit to you later, but I am
trying to get the general feel of those questions from your agency.

With respect to audits and tax returns of individuals, no one is
happy when he pays taxes, mighty few. I have an office in my district
where people have come in, looking for their income tax forms and
they have all a bad look on their face, and they are not happy. We
have to understand that,

Are you going to be able to add to your staff, and will you be able
to put more people on to meet the public to explain the tax laws and
talk to them ? Is that in your planning ?

Mr. ALEXANDER. Yes, since 1972 we have almost doubled the num-
bers of our taxpayer service representatives. We had about 1,200 then,
and we have over 2,300 today, and in our 1976 budget request we are
asking for an additional 145 man-years for this purpose. We recog-
nize the greater need to serve the public.

Mr. Prore. Do you have funds to conduct a public relations cam-
paign, assuming such a campaign would be a good thing? Can you
spend funds to advertise the fact that you have some people to help
taxpayers and that people can come in and get tax returns, and so
forth ?

Mr. Avexanper. We obtain, we are happy to say, much free assist-
ance from the media. We do spend funds on putting television spots
together, and we have a 30-minute film on taxpayer audit and appeal
rights, We produce a large amount of material, particularly in the
filing season, which we ask the media to carry and which they do carry
pretty well for us without an additonal expenditure of Government
funds for that purpose.

Mr. Picrre. I am sure that the media gives you cooperation. I think
probably we should be more positive in our approach so that people
know that they can come in and talk. Perhaps we could have an
analysis of your procedures and forms and discussions in advance so
people could feel freer to come.

They are suspect when they come in that IRS office, and they take
out their frustrations on you. I think we can do more.

I was hoping in these times when we have so much unemployment
and so many people that may be delinquent, that you don’t plan to
realine and shift these district offices around at this time. That is cer-
tainly not being contemplated, is it ?

Mr. Avexanper. Well, we have a responsibility to serve the public
in the most efficient and effective way. We also have a responsibility
not to make a move unless the move is clearly warranted. On the other
hand, we can’t stay static and believe that in these days of shifting
populations and shifting needs that we should necessarily maintain the
same size office in each city in the country in which we now have one,
or fail to open new offices where they are needed.

We have a balancing of needs and you can be sure that we do not
move people or curtail services unless and until we have considered
very carefully whether any benefit could be gained, whether it is worth
the clear cost of the move.

Mr. Prokre. I can understand that, and I can understand why you
might want to enlarge another office, but at least half of the State
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might be neglected if you made such a move, by removing one from
another city. I would think that that would be unbelievably improper
under the present economic conditions. ;

I would like to talk to you about that because obviously I have a
concern of my own State and my own district on that.

CORPORATE TAXPAYER VERSUS INDIVIDUAL TAXPAYER

Mr. Jones. Mr. Commissioner, I just have one question that is raised
more than once by constituents and that is the relationship of the IRS
to a corporate taxpayer versus an individual taxpayer.

The impression is that when the corporate taxpayer is delinquent or
has some problem on a tax return, you automatically go into negotia-’
tions and reach a negotiated settlement, and it is all done amicably.

The impression is that when an individual taxpayer has a problem,
there is movement against him.

That is the impression of a number of my constituents. What can
we do under the present regulations to help change that image—and
it is a problem—and to change the practice?

Mr. Arexanpegr. That impression is false, and that situation does
not exist. We need to do certain things to make the image fit the
actuality.

We need to tell more individuals what their rights are so that they
will know what their rights are. And we need to make absolutely cer-
tain that our people in this Internal Revenue Service, almost 80,000
of us, feel a special responsibility toward the frightened taxpayers,
the hostile taxpayer, and the one who can’t communicate very well, if
at all, in the English language; and the taxpayer who is so overcome
by a letter from the Government that the letter is put in back of the
refrigerator and never read.

We need to understand that that taxpayer has special problems and
requires special guidance and requires a special attitude.

We are doing our best to do just that.

We have put together some material which I would like to supply
for the record, publication 566, which spells out in as simple English
as we bureaucrats can write, what people’s rights are when they do
get one of these letters from us saying that they are under audit.

We need to make the image fit the actuality. We need somehow to
get this message over to the public that, indeed, this is the case, and
to try to get this message over to the public we have taken actions like
that film that I mentioned.

[ The publication referred to follows:]
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AUDIT OF RETURNS

WHY RETURNS ARE SELECTED FOR
EXAMINATION.

The usual reason for selecting a tax return for
examination is to verify the correctness of in-
come, exemptions, or deductions that have been
reported on the return. However, some returns
are selected as part of a random sample for re-
search studies.

The vast majority of taxpayers are honest and
have nothing to fear from an examination of their
tax returns. An examination of such a taxpayer's
return does not suggest a suspicion of dishon-
esty or criminal liability. It may not even result in
more tax. Many cases are closed without change
in reported tax liability and, in many others, the
taxpayer receives a refund.

CONFIDENTIALITY OF TAX MATTERS

You have the right to have your tax case kept
confidential. The IRS has a duty under the law to
protect the confidentiality of your tax information.
However, if a lien or a lawsuit is filed certain as-
pects of your tax case will become public knowi-
edge.

IF YOUR RETURN IS EXAMINED

The examination may be conducted by corre-
spondence, or it may take piace in your home or
place of business, an Internal Revenue Service
office, or the office of your attorney or account-
ant. We try to select the method of examination
which is most appropriate under the circum-
stances, taking into account the complexity of
your return. If the method selected is not conve-
nient for you, we will attempt to work out a more
suitable method.

If you operate a business and file a Schedule C
with your return, the examination normally will be
conducted at your place of business for quick
access to your books and records.

Whatever method of examination is used, you
may act on your own behaif or you may have
someone represent you or accompany you. An
attorney, a certified public accountant, an indi-
vidual enrolled to practice before the Internal
Revenue Service, or the person who prepared
the return and signed it as the preparer, may rep-
resent or accompany you. If you prefer, you do
not have to be present at a routine examination, if
you have authorized one of these persons to rep-
resent you. Authorization may be made on Form

2848-D, Authorization and Declaration, which is
available at any internal Revenue Service office,
or by means of any other properly written autho-
rization.

If you filed a joint return, either you or your
spouse (or both) may meet with us.

TRANSFERS TO ANOTHER DISTRICT

As a general rule, the examination of a tax re-
turn is made in the Internal Revenue Service Dis-
trict where the taxpayer files. However, in any
case where the examination of your return can
be completed more quickly and conveniently in
another district, you may request that the case be
transferred to that district. Transfers are usually
based on circumstances such as:

1. Your place of residence is changed before
or during the examination; or

2. Your books and records are kept in another
district.

THE EXAMINATION: IN GENERAL

The examination normally begins when we no-
tify you by mail that your return has been se-
lected for examination. You will also be notified
of the method of examination and the records
you will need to assemble in order to clarify or
prove items reported on your return. By assem-
bling your records beforehand, you may be able
to clear up questionable items or arrive at the
correct tax with the least trouble.

Upon completion of the examination, our ex-
amining officer will explain 1o you (or your autho-
rized representative} any change he may pro-
pose to adjust your tax liability. He will also
explain the reasons for the change. It is important
that you understand any proposed change, so
please don't hesitate to ask questions about any-
thing that is not clear to you. Most individual ex-
aminations are agreed to and closed at this level,
but you don’t have to agree and you may appeal
any proposed change.

IF YOU AGREE.

I you agree with the findings of the examining
officer, you will be asked to sign an agreement
form. By signing you will indicate your agreement
to the amount shown on the form; and if you owe
additional tax, you will stop a six percent interest
charge 30 days after filing the form. No further
interest (or penalties) will be charged unless you



fail to pay the amount you owe within ten days
after you receive a notice of such amount. How-
ever, if you pay the tax when you sign the agree-
ment form, interest stops immediately.

If you wish to pay, make your check or money
order payable to the Internal Revenue Service.
Include interest on the additional tax (but not on
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penalties) at six percent a year from the due date
of the return to the date of payment. If the exami-
nation results in a refund, the Internal Revenue
Service can refund your money more promptly if
you sign the agreement form. You will receive
interest at the rate of six percent per year on the
amount of the refund.

APPEAL RIGHTS

IF YOU DON'T AGREE.

if you don’t agree with the proposed changes
of the examining officer and the examination was
made in an Internal Revenue Service office, you
may request an immediate meeting with a super-
visor to explain your position to him. If agreement
is reached, your case will be closed. If agreement
is not reached at this meeting, or if the unagreed
examination was made outside of an Internal
Revenue Service office, we will send you (1) a
copy of the examination report explaining the
proposed adjustments and (2) a transmittal letter
detailing the further appeals available to you and
giving you 30 days to respond.

If after receiving the examination report you
decide to agree with the examiner's findings, you
may pay any additional amount you owe without
waiting for a bill. Make your check or money or-
der payable to the Internal Revenue Service. In-
clude interest on the additional tax (but not on
penaities) at six percent from the due date of the
return to the date of payment. Please do not send
cash through the mail.

If after receiving the examination report you
decide not to agree with the examiner’s findings,
we urge you to first appeal your case to higher
levels within the Service before you go to court.

Because people sometimes disagree on tax
matters, the Service maintains a system of ap-
peals. Most differences can be settled in these
appeals without court trials. .

If you do not want to appeal your case in the
Service, however, you can take it directly to
court. .

The following general rules tell you how to ap-
peatl your case.

APPEAL WITHIN THE SERVICE
We have two levels of appeal: The District Con-
ference Staff and the Appellate Division.

Your first level of appeal from the findings of
the examiner is the District Conference Staff. If

you want a District Conference, ask for it in ac-
cordance with our transmittal letter to you. We
will then arrange a meeting at a convenient time
and place and a conferee from the Staff will dis-
cuss the disputed issues fully with you or your
representative. You or your representative
should be prepared to discuss all disputed issues
and present your views at this meeting, in order
to save the time and expense of additional con-
ferences. Most differences are resolved at this
level.

If you and the conferee don't reach agreement
at your District Conference, however, you may
appeal your case to the second level—the Appel-
late Division in the Regional Commissioner's of-
fice. Or, if you do not want a District Conference,
you may appeal directly to the Appellate Division.

if you want an Appellate Division hearing, ad-
dress your request to your District Director in ac-
cordance with our transmittal letter to you. Your
District Director will forward your request to the
Appeliate Division, which will arrange for a hear-
ing at a convenient time and place.

If agreement is not reached at your District
Conference or your Appellate Division hearing,
you may, at any stage of these procedures, take
your case to court. See Appeals To The Courts,
below.

WRITTEN PROTESTS
So that your case may get prompt and full con-
sideration by the District or Appeliate conferee,
you need to file a written protest with the District
Director. You don't have to file a written protest,
however, if you are appealing to the District Con-
ference Staff, and
(1) the proposed increase or decrease
in tax, or claimed refund, does not exceed $2,500
for any of the tax periods involved; or
(2) your examination was conducted by
correspondence or by an interview at our office.
A written protest is required for an Appellate



Division hearing in all cases except those (1)
where the amount involved does not exceed the
$2,500 limit described above and (2) you ap-
pealed to the District Conference Staff first. If you
filed a protest for your District Conference, you
don't have to file another for the Appellate Divi-
sion hearing.

If a written protest is required, it shouid be sub-
mitted in duplicate within the 30-day period
granted in the letter transmitting the report of ex-
amination and should contain:

1. A statement that you want to appea!
the findings of the examining officer to the Dis-
trict Conference Staff or to the Appellate Division,
as the case may be;

2. Your name and address;

3. The date and symbols from the letter
transmitting the proposed adjustments and find-
ings you wure protesting;

4. The tax periods or years involved;

5. An itemized schedule of the adjust-
ments with which you do not agree;

6. A statement of facts supporting your
position in any contested factual issue; and

7. A statement outlining the law or other
authority upon which you rely.

A statement of facts, under 6 above, must be
declared true under penalties of perjury. This
may be done by adding to the protest the follow-
ing signed declaration:

“Under the penalities of perjury, | declare that |
have examined the statement of facts presented
in this protest and in any accompanying sched-
ules and statements and, to the best of my knowi-
edge and belief, they are true, correct, and
complete.”

if your representative submits the protest for
you, he may substitute a declaration stating:

(1) That he prepared the protest and ac-
companying documents; and

(2) Whether he knows personally that
the statements of fact contained in the protest
and accompanying documents are true and cor-
rect.

REPRESENTATION

You may represent yourself at your District
Conference or Appeliate Division hearing, or you
may be represented by an attorney, certified pub-
lic accountant, or an individual enrolled to prac-
tice before the Internal Revenue Service. If he
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attends a.conference without you, he must file a
power of attorney or a tax information authoriza-
tion before he may receive or inspect confiden-
tial information. Form 2848, Power of Attorney, or
Form 2848-D, Authorization and Declaration (or
any other properly written power of attorney or
authorization) may be used for this purpose.
Copies of these forms may be obtained from any
Internal Revenue Service office.

You may also bring witnesses to support your
position.

APPEALS TO THE COURTS: IN
GENERAL

If you and the Service still disagree after your
conference or hearing, or if you skipped our ap-
peals system, you may take your case to the
United States Tax Court, the United States Court
of Claims, or your United States District Court.
These courts are independent judicial bodies
and have no connection with the Internal Rev-
enue Service.

TAX COURT

If your case involves a disagreement over
whether you owe additional income tax, or estate
or gift tax, you may go to the United States Tax
Court. To do this, ask the Service to issue a for-
mal letter, called a statutory notice of deficiency.
You have 90 days from the date this notice is
mailed to you to file a petition with the Tax Court
(150 days if addressed to you outside the United
States).

The Court will schedule your case for trial at a
location convenient to you. You may represent
yourself before the Tax Court, or you may be rep-
resented by anyone admitted to practice before
that Court.

If your case invoives a dispute of $1,500 or less
for any one taxable year, a simplified alternative
procedure is provided by the Tax Court. Upon
your request and with the approval of the Tax
Court your case may be handled under the Small
Tax Case procedures. At little cost to you in time
or money, you can present your own case to the
Tax Court for a binding decision. If your case is
handled under this procedure, the decision of
the Tax Court is final and cannot be appealed.
You can obtain more information regarding the
Small Tax Case procedures and other Tax Court
matters from the United States Tax Court, 400
Second Street, N.W., Washington, D.C. 20217.



DISTRICT COURT AND COURT OF
CLAIMS ’

As explained below, you may file a claim for
refund if, after having paid your tax you believe
the tax is erroneous or excessive. i your claim is
rejected, you will receive a statutory notice of
disallowance of your claim. If we haven't acted
on your claim within six months from the date you
filed it, you can then file suit for refund. A suit for
refund must be filed not fater than two years after
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we have disatlowed your claim. You may file your
refund suit in your United States District Court or
in the United States Court of Claims. Generally,
your District Court and the Court of Claims hear
tax cases only after you have paid the tax and
have filed a claim for refund. You can obtain in-
formation about procedures for filing suit in ei-
ther court by contacting the clerk of your District
Court or the clerk of the Court of Claims, 717
Madison Place, N.W., Washington, D.C. 20005.

CLAIMS FOR REFUND

HOW TO CLAIM A REFUND.

Once you have paid your tax you have the right
to file a claim for refund if you believe the tax is
erroneous or excessive. You may claim a refund
by filing Form 1040X, Amended U.S. Individual
Income Tax Return. You can obtain this form and
information about filing it at any Internal Revenue
Service office. You should file your claim by mail-
ing it to the Jnternal Revenue Service Center
where the original return was filed. Corporations
should use Form 1120X or such other form as is
appropriate for the type of refund claimed.

A separate form must be filed for each tax year
involved. You should attach to such form a state-
ment supporting your claim, including an expla-
nation of each item of income, deduction, or
credit on which you are basing your claim.

TIME FOR FILING A CLAIM FOR
REFUND: GENERAL RULE

A claim for refund must be filed within three
years from the date the return was filed (returns
filed before the due date are considered to have
been filed on the due date) or within two years
from the date the tax was paid, whichever date is
later.

LIMIT ON AMOUNT OF REFUND:
GENERAL RULE

If you file your claim within three years of the

date your return was filed, the credit or refund
may not exceed the portion of the tax paid within
a period, immediately preceding the filing of your
claim, equal to three years plus any extension of
time for filing your return. If you do not file your
claim within such three-year period, the credit or
refund may not exceed the portion of the tax paid
during the two years immediately preceding the
filing of your claim. This general rute is subject to
the exception described below, however,

EXCEPTION: FOR SPECIAL TYPES OF
REFUNDS

If your claim for credit or refund is based on a
bad debt, worthless security, net operating loss
carryback, capital loss carryback, foreign tax
credit, or an investment credit carryback; or if
you have entered into an agreement with the In-
ternal Revenue Service extending the period for
assessment of tax, you may be entitled to file
your claim at a date fater than stated above and
the above limit on amount may not apply. In such
cases, you should consult your Internal Revenue
Service office for further information.

PROCESSING CLAIMS FOR REFUND

Claims are usually processed shortly after they
are fited. Your claim may be accepted as filed or
may be subject to examination. If a claim is exam-
ined, the procedures are the same as in the audit
of a tax return.
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l. Introduction

This booklet is designed to explain your
rights and duties as a taxpayer owing a bill for
taxes. It also explains our obligation, by law,
to collect any tax due on your account, and how
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we fulfill this obligation. It is not intended to be
a precise and technical analysis of the law in
this area.

Il. Liability for Unpaidi Taxes and Notice to Taxpayer

A. Notice and Demand

Each return filed with the Internal Revenue
Service is checked for mathematical accuracy
and to see whether appropriate payment has
been made. !f tax is owing, a notice of tax due
{bill) will be sent to you.

We are required to issue you this bill which
is a demand for payment. You are thén required
by law to make payment within 10 days. If the
tax remains unpaid after the 10 day period has
passed, a statutory lien attaches to your prop-
erty and rights to property.

The only notice which we are required to is-
sue for unpaid tax is this 10 day notice and de-
mand. However, in actual practice, we will send

Ill. Payment Procedure

By law you are required to pay a tax bill
within 10 days after receiving the notice and
demand. Most taxpayers respond to this first
notice and pay the full amount owed.

If your tax is not paid on time, the law pro-
vides for interest and penalty for late payment.

® Interest—is computed at the rate of 6

percent a year on the unpaid tax from
the due date of the return.
Penalty for Late Payment—is V2 of 1
percent of the unpaid tax for each month
or part of a month the tax remains un-
paid. The penalty cannot exceed 25 per-
cent of the unpaid amount. However, if
you can show that your delay in payment
is due to reasonable cause this penalty
is eliminated:

Therefore, accounts should be paid promptly
to keep interest and late payment penalty
charges to a minimum. If you believe you can't
pay or believe your bill is wrong, you should

additional notices, normally three, to give you
added opportunity to make payment before en-
forcement action is taken.

B. Accelerated Notice and Demand

While the routine billing procedure is fol-
lowed in the great majority of cases involving
unpaid taxes, situations arise where the normal
10 day notice and demand period must be
shortened. Accelerated billings are made if we
have reason to believe that the Government’s
interest will be jeopardized by delay. These
bills become immediately due and payable after
delivery of the notice and demand to the tax-
payer, and collection action may begin if pay-
ment is not made at once.

immediately visit or contact your local Internal
Revenue Service office. This last sentence is
so important that we repeat it for emphasis. /f
you believe you can't pay or believe your bill is
wrong, you should immediately visit or contact
your local Internal Revenue Service office.
Ordinarily, the local IRS office address and
telephone number are located under the
heading of “United States Government” in the
white pages of your local telephone directory.

A. If You Believe Your Bill is Wrong

If you believe that your bill contains an error,
bring to our office whatever records you believe
would help in correcting the mistake (such as
cancelled checks, tax returns, etc.). Explain
the probiem to our representative, and if you
are correct the necessary adjustment will be
made to your account. You will be asked to pay
any tax, interest and penalty still due after the
correction is made.



B. If You Believe You Can’t Pay

If you believe that you cannot immediately
pay your bill in full, bring whatever records you
have which would be useful in supporting your
financial condition (such as mortgage or rent
books, unpaid bills, etc.). Explain the problem
to our representative at our office.

1. Financial Statement

We will ask you to complete a Statement of
Financial Condition. if you need heip, one of
our employees will be available to aid you in
the preparation of this financial statement. Once
you have completed the statement, our em-
ployee will carefully review your financial condi-
tion to determine whether or not you are in a
position to pay the amount due. He or she will
check to see whether you might have assets
which could readily be sold, mortgaged, or used
to secure funds to pay the tax; or whether you
might be able to secure a commercial loan for
such purposes.

2. Payment Agreements

If the examination of your financial condition
shows that immediate payment of the tax in full
would cause undue hardship, our employee will
help you prepare a form itemizing your monthly
income and expenses. After studying this in-
formation, we may determine that a monthly
payment agreement is in order and, if so, it
will be based on your maximum ability to pay.
In certain cases we can arrange, through a pay-
roll agreement, for your employer to withhold
and regularly pay to us amounts deducted from
your wages. If you are given a part-payment
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agreement, you must make each payment on
time. Collection action will be promptly taken
if you miss an instaliment without immediately
notifying us of the unusual circumstances caus-
ing the failure to pay. Also, during the time you
are making payments you are required to keep
the Service advised of improvements in your
financial condition which may enable you to
increase the amount or frequency of your pay-
ments.

3. Undue Hardship Cases

QOur .policy for collecting tax bills is based
upon your ability to pay. If in our judgment you
are unable to pay your account at this time be-
cause it would cause undue hardship to you
and your family, we may decide to delay collec-
tion action to a later date. Delaying collection
does not mean that your debt is forgiven; it is
merely held until your financial condition has
improved to the point where you can pay.

C. Summary

The most important step for you in the collec-
tion process is your contacting the Internal
Revenue Service. If you are unable to come
into our office, for example because of sickness
or physical handicap, contact us by mail or
phone.

When you come to our office, we will assist
you in determining the best way to pay your
tax. If you do not agree with the recommenda-
tions of our employee, you have the right to
appeal to his or her supervisor or to higher
management. Our employees will tell you the
name and location of their immediate super-
visor.

IV. Enforced Collection Policy

If you do not follow the recommendations just
discussed, the law provides that we may take
enforced collection against you. The following is

an explanation of our enforcement activity and.

your rights in relation to it.

A. Levy

A levy is a seizure of property to satisfy a tax
liability. The Internal Revenue Code provides
that if any person liable to pay neglects or re-
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fuses to pay within 10 days after notice and
demand, the tax may -be collected by levy on
any property or rights to property belonging to
a taxpayer. This includes, but is not limited to:
accounts receivable; bank accounts; evidences
of debt; securities; and any salaries, wages,
commissions and other compensation due.

We take levy action only after you have had
an opportunity to respond {and make- satisfac-
tory disposition of the tax) and you have failed
to do so. This does not apply, however, in situa-



tions where the Government’s interest will be
jeopardized by delay.

If more than one levy is necessary to fully
satisfy a tax liability, service of later levies is
timed to avoid undue hardship. As a general
rule, we do not serve consecutive levies on
wages.

A levy served to reach your wages attaches
your take-home pay. Any deductions which were
being made for such items as union dues, hos-
pitalization, court-ordered support payments,
etc., are not attached.

If at any point during the levy process you
establish reasonable doubt as to the correctness
of the tax bill, the levy may be released while
we consider your position. Moreover, the levy
may be released in full or in part if you pay

. your tax bill or agree to a payment plan, accept-
able to us, to pay it off.

1. Property Exempt From Levy

The following types of property are exempt
from levy:

' (a) Wearing apparel and school books—

However, expensive items of wearing ap-

parel, such as furs, are luxuries and are

not exempt from levy.

(b) Fuel, provisions and personal effects
not to exceed $500 in value.

(c) Books and tools used in your trade,
business or profession not to exceed $250
in value.

(d) Unemployment benefits.

(e) Undelivered mail.

(f) Certain annuity and pension pay-
ments.

(g) Workmen's Compensation.

(h) Salary, wages or other income subject
to a prior judgment for court-ordered child
support payments.

(i) Deposits to the Special Treasury Fund
made by members of the armed forces and
Public Health Services Employees on per-
manent duty assigned outside the United
States or its possessions.

2. Property Generally Not Levied On

The following types of income, as a matter of
policy, are only levied on in flagrant and
aggravated cases of refusal to pay:

(a) Social Security Benefits.
(b) Medicare.
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(c) Welfare.

(d) Payments under the Manpower Devel-
opment and Training Act of 1962 or the
Area Redevelopment Act.

(e) Cash loan value of insurance policies.

(f) Death benefits.

B. Seizures and Sales
1. Seizures

In taking levy action, we first consider levying
on such property as wages, salaries and bank
accounts, since the proceeds can be applied
directly to your tax account. However, where
this action does not fully satisfy the tax bill and
you still neglect or refuse to make payment or
an arrangement to pay, property not readily con-
vertible to cash will be considered for levy. Levy
on this type of property is referred to as a seiz-
ure.

Any type of property (including residential
property) may be seized and sold to satisfy your
tax bill. However, before seizing property, IRS
considers factors such as your equity in prop-
erty and the sale value of the property, and also
considers whether the seizure and sale of the
property would cause you or your family any
undue hardship. Serious consideration is given
to all other alternatives before determining to
seize a family home. You also have the right to
refuse access to your home to Collection per-
sonnel.

2. Sales

After property is seized for nonpayment of
taxes, we then take action to sell it. Except in
the case of perishable property which must be
sold immediately, sales are not made until at
least 10 days after notice to you and to the
public about the proposed sale.

3. Proceeds of Sale

Sale proceeds are applied first to the expen-
ses of the levy and sale; the remaining amount
is then applied against the tax bill. If the sale
proceeds are less than the tax bill, the unpaid
portion will, of course, be subject to further col-
lection action. If such proceeds are in excess of
the tax bill and seizure expenses, the balance
may be paid to your creditors if they have a
prior claim on the property that was seized and
sold, or, if not, to you.



4. Redemption of Property

You have the right to redeem your property
prior to the sale. Redemption consists of paying
the tax due, together with the expenses of the
seizure. Also, real estate may be redeemed at
any time within 120 days after the sale by paying
the purchaser the amount he paid for the prop-
erty plus interest of 20 percent per annum.

C. Federal Tax Lien

As we mentioned previously, once notice and
demand for payment is made and you neglect or
refuse to pay the tax, a statutory lien attaches
to your property and rights to property. This lien
is not valid against certain of your creditors
until a Notice of Lien has been filed. The filing
of the Notice of Lien is notice to your creditors
that the lien exists against your property. This
also includes property acquired after the lien is
filed.

Under normal circumstances we don't need
to file a Notice of Lien, because the taxpayer
pays the tax bill after receiving our notice and
demand. But in cases where a taxpayer neglects
to pay the tax due, we must determine whether
filing the Notice of Lien is necessary in order to

V. Claim Procedure

A. How to Claim a Refund

Once you have paid your tax bill, you have
the right to file a claim for refund if you feel the
bill is erroneous or excessive. You may claim a
refund by preparing a Form 1040X, “Amended
U.S. Individual Income Tax Return”; Form 843,
“Claim,” or such other form as is appropriate
for the type of refund claimed. You should file
your claim by mailing it to the Internal Revenue
Service Center where the original return was
filed. A separate form must be filed for each tax
year involved. You should attach to such form
a statement supporting your claim, including an
explanation of each item of income, deduction
or credit on which you are basing your claim.

B. Time for Filing a Claim for Refund

A claim for refund must be filed within 3 years
from the date the return was filed (returns filed
before the due date are considered to have
been filed on the due date) or within 2 years

6
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protect the interest of the Government in the
taxpayer's property. Once a notice of lien is
filed, it becomes a matter of public record and
may adversely affect "a taxpayer’s business
transactions or other financial interests. There-
fore, it is normally filed after we have tried to
contact the taxpayer personally and afford him
or her the opportunity to pay.

The Federal Tax Lien also may be filed when
an account is either under a payment agreement
(to protect the Government’s interest until the
final payment is made) or where collection ac-
tion is suspended. 4

The Notice of Lien is filed in one office, gen-
erally prescribed by the State where your prop-
erty is located. However, if the State prescribes
more than one place of filing or no place for
filing notices, the Notice of Lien is filed with the
Clerk of the U.S. District Court for the District
in which your property is located. Once the lien
is filed, it becomes effective against your cred-
itors and puts them on notice that the tax is
due and owing.

A lien will be released when the tax due (in-
cluding interest and other additions to the tax)
has been satisfied by payment or adjustment.

from the date the tax was paid, whichever date
is later.

C. Processing Claims for Refund

Claims are usually processed shortly after
they are filed. Your claim may be accepted as
filed or may be subject to examination. If your
.claim is examined, it may require an audit of
your tax return. (Publication 556, “Audit of Re-
turns, Appeal Rights and Claims for Refund” is
available at your local IRS office to explain our
procedures for auditing returns.)

D. Rejected Claims—Filing Suit in Dis-
trict Court and Court of Claims

If your claim is rejected, you will receive a
statutory notice of disallowance of your claim.
After receiving a notice of disallowance, you
may file a suit for refund in a U.S. District Court
or in the U.S. Court of Claims. You must file suit
within 2 years from the date the notice of dis-



allowance is mailed to you. Also, if we haven't
acted on your claim within six months from the
date you filed it, you can then file suit for
refund. You can obtain information about pro-

VI. Rights

The following section contains an explanation
of taxpayer rights. Read this section carefully to
be sure that you are aware of the rights which
may pertain to your tax account.

A. Representation

You may represent yourself or you may be
represented by an attorney, certified public
accountant, or an individual enrolled to practice
before the Internal Revenue Service. Your rep-
resentative must be qualified to practice before
the Internal Revenue Service. If he attends a
conference without you, he must file a power
of attorney.or a tax information authorization
before. he may receive or inspect confidential
information.

Form 2848, “Power of Attorney,” or 2848D,
‘“‘Authorization and Declaration” (or any other
properly written power of attorney or authoriza-
tion) may be used for this purpose. Copies of
these forms may be obtained from any Internal
Revenue Service office.

You may also bring witnesses to support your
position.

B. Transfer of Your Tax Case to Another
Geographical Area

In any case where your tax problem can be
handled more quickly and conveniently in
another district, you may request that the case
be transferred to that district. Transfers are us-
ually based on circumstances such as:

1. Your place of residence is changed before
or during the discussion of your tax case.

2. Your books and records are kept in another
district.

C. Interest on Refunds
You will receive interest at the rate of 6 per-
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cedures for filing suit in either court by contact-
ing the Clerk of your District Court, or the Clerk
of the Court of Claims, 717 Madison Place, N.W.,
Washington, D.C. 20005.

cent per annum on any refund delayed more
than 45 days after either the filing of your return
or the due date of the return, whichever is later.

D. Receipts

You have the right to receive a receipt for any
payment you make on your account. You will be
given a recejpt for all cash payments, and we
will give you, on request, a receipt for any other
type of payment you make. You also have the
right to receive copies of all contractual
arrangements (such as a part-payment agree-
ment) which you make with us.

E. Confidentiality of Tax Matters

You have the right to have your tax case kept
confidential. The IRS has a duty under law to
protect the confidentiality of your tax return in-
formation. However, if a levy is served or if a
Notice of Lien or lawsuit is filed, certain as-
pects of your tax case will become a matter of
public record.

F. Elimination of Penalty—Reasonable
Cause

The Internal Revenue Code provides for elim-
ination of penalties when a taxpayer shows
reasonable cause for either late filing of a return
or late payment of a tax. Reasonable cause,
broadly defined, is a cause which arises despite
ordinary care and prudence exercised by a
taxpayer. If you believe you have reasonable
cause for elimination of a penalty, discuss your
reason with our representative. If he or she
agrees, your penalty will be eliminated upon
your supplying us a written statement setting
forth the facts establishing reasonable cause.
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CONGRESSIONAL INQUIRIES ON BEHALF OF CONSTITUENTS

Mr. Raneer. Following that question, how far can public servants,
especially Members of Congress, go in making an inquiry to the IRS
on behalf of one of our constituents? I am concerned with that line of
propriety as to whether or not it could be interpreted as political
influence.

When we come across that type of person that you describe, that
just panicked, and who we believe acted without criminal intent, what
course of action is proper for us to take?

. We have problems with the post office, and what is the procedure on
that?
 Mr. Arexanprr. I think you are perfectly entitled to inquire on
behalf of your constituents to see whether or not our procedures are
being properly followed, and whether the constituent is getting fair
treatment and whether the constituent’s letter may have been lost in
one of our refrigerators, for example, or why the constituent’s refund
for 1973 hasn’t been paid yet.

Mr. RanceL. It issuch an important point.

Mr. Arexanper. I would like to also supply for the record a letter
that we sent to each Member of Congress with respect to congressional
inquiries, which I think might be helpful.

[ The letter follows:]

LETTER SENT To EvERY CONGRESSMAN IN THE 93D CONGRESS, SECOND SESSION ON
SEPTEMEER 30, 1974.

EVERY NEW MEMBER OF CONGRESS RECEIVED THE LETTER ON JANUARY 29, 1975,

As you know, the Internal Revenue Code contains strict provisions limiting
the disclosure of taxpayers’ affairs except in certain specified situations. These
provisions require the Internal Revenue Service to take particular care that
inquiries about a taxpayer are either authorized by the taxpayer or come within
the statutory and regulatory exceptions to the disclosure prohibitions.

Frequently, a taxpayer who feels that the IRS has not treated him or her
properly will ask either his Congressman or Senator to look into the matter.
This is a time-honored custom, and we believe that the elected officials in ques-
tion perform a valuable function, both to the constituent and to the IRS, in
ascertaining what the problem is and ensuring that the causes of the problem are
dealt with an appropriate. i

This function of elected officials can, however, conflict with the IRS’ obliga-
tion to maintain the confidentiality of taxpayers’ affairs. Thus, it is essential
that IRS personnel be assured that a particular inquiry has been authorized by
the taxpayer, and that our response is limited to only that information which the
taxpayer consents to have disclosed.

In view of these competing considerations, the IRS earlier this year pre-
pared an instruction sheet to all employees involved in responding to Congres-
sional inquiries. A copy of these instructions is enclosed. As you can see from
these instructions, it has been necessary to adopt rather rigid requirements of
verification. We believe that the law and the taxpayers’ basic right of privacy
demand that we do no less. You may wish to bring these instructions to the
attention of your staff personnel who are involved in this area.

T would, of course, certainly appreciate receiving any comments or suggestions
you may have on this problem.

Sincerely,
DonaLp C. ALEXANDER,
Commissioner.
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(25)00 DISCLOSURE OF TAX INFORMATION IN ANSWERING CONGRESSIONAL INQUIRIES

(25)10 GENERAL

(1) A member of Congress, in his individual capacity, is entitled to only that
information which is available to any person inquiring about the tax matters of
a third party. The disclosure of tax information in most cases may be made only
in accordance with 26 U.S.C. 6103 and 7213, corresponding provisions of the regu-
lations in Part 301 on Procedure and Administration, 18 U.S.C. 1905, and 5 U.8.C.
552, and Manual instructions and Delegation Orders. The manner and extent to
which such information may be furnished is contained in IRM 1272, Disclosure
of Official Information Handbook ; in Part 601, Statement of Procedural Rules;
regulations 26 CFR 301.9000-1; and Delegation Orders No. 83 and 86 (revised).
The requirements concerning tax information authorizations from taxpayers are
in 26 CFR 601.502 (¢) (2), Conference and Practice Requirements. Generally, all
of the aforementioned provide that tax return information submitted by the
taxpayer and all information oral or written which the Service obtains in its
investigation or examination of such returns are protected from disclosure
except as provided by the law and regulations.

(2) These instructions are intended to maintain the highest possible degree
of privacy for taxpayers. They should not be construed in any way to inhibit a
taxpayers’ right to correspond with his elected representatives.

(25)20 BACKGROUND

In some instances when a taxpayer communicates with a member of Congress
about some action the Service has taken or failed to take with respect to his tax
matters, he does not provide the member of Congress with a tax authorization
signed by the taxpayer nor does he execute a formal power of attorney authoriz-
ing the member of Congress to obtain information about his tax matters. In such
a situation, the Service takes the position that the taxpayer has made a limited
waiver of the privilege of confidentiality with respect to his tax affairs, and
there is no legal restriction preventing the Service from disclosing specific infor-
mation required to place in proper context the matter on which the privilege has
been waived. A taxpayer’s waiver of privilege as to a portion of his tax affairs
does not legalize or justify disclosure of all of his tax affairs. Indeed, the Service
should limit its response to the factual situation presented by the taxpayer and
disclose only that information required to do so.

(25)30 TELEPHONE INQUIRIES

Sometimes a member of Congress, or a member of his staff, will make a tele-
phone inquiry on behalf of a taxpayer. In such a situation, the Service requires
the member to send the taxpayer’s correspondence, which then furnishes us
with a clear understanding of the extent of the waiver of privilege. The Service
will not disclose information absent such correspondence or, as an alternative,
the Service will request permission of the member of Congress to deal directly
with the taxpayer and provide disclosable feedback if requested.

(25)40 CONGRESSIONAL INQUIRY ACCOMPANIED BY TAXPAYER'S CORRESPONDENCE

(1) If the member of Congress encloses with his letter an authorization or a
request from his constituent asking him to secure information concerning the
constituent’s tax matters, it is permissible to furnish the member information
about the specific matter disclosed by the taxpayer.

(2) In each case, judgment must be used in deciding how much information
should be disclosed. For example :

(a) If a constituent writes to a member complaining about some collection
action taken by the Service, it is likely that the constituent does not intend for a
full disclosure to be made of all his financial affairs as shown on income tax
returns, or other records which he has furnished the Service. Our reply should
deal as specifically as possible with the issues raised by the taxpayer and avoid
information concerning the taxpayer’s financial status or the amount of his
unpaid liabilities. For example, if it is the case, the member may be told that
there are unpaid taxes, that the taxpayer did not fulfill his agreement, and that
after full consideration of the taxpayer’s rights, enforced collection action
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became necessary. Information to counteract specific allegations about our
collection actions may also be disclosed, if required to correct the record.

(b) A similar type of response might be appropriate where the taxpayer com-
plains about certain audit activity or subsequent assessments. In a case of this
type, the member could be told, if it is the case:

1. how the taxpayer’s legal rights had been observed;

2. of the required statutory notices sent to him;

3. that he either agreed to the assessment or did not avail himself of his
appeal rights; and

4. under which section of the law the additional assessment was made.

(25)50 CONGRESSIONAL INQUIRY UNACCOMPANIED BY TAXPAYER'S CORRESPONDENCE

(1) If a member of Congress does not enclose with his letter an authorization
or a request from his constituent asking him to secure information concerning
the constituent’s tax matters, the disclosure restrictions shown in (25)10 gen-
erally prohibit our providing such information. In such situations, it will be
necessary to communicate with the member of Congress and ask that he provide
you with a copy of the taxpayer’s request. The member of Congress should be
advised that it is necessary for the Service to have such information since the
precise circumstances and extent of the taxpayer’s waiver determine whether
and to what extent the Service can or should disclose related information. An
alternative approach should be to request permission of the member of Congress
to deal directly with the taxpayer and provide disclosable feedback if requested.

(2) If the member of Congress does not provide a copy of the taxpayer’s
request, our response must necessarily be limited to avoid an unauthorized dis-
closure of tax information. We should, at a minimum, advise the member of
Congress why a particular disclosure of tax information may not be made and
the procedures concerning how the information may be obtained.

(25) 60 CONGRESSIONAL INQUIRY INVOLVING COURT CASES

(1) If a member of Congress inquires about a pending court action (other
than before the United States Tax Court) involving his constituent, such inquiry
should be referred to Chief Counsel for reply or for reference to the Department
of Justice for reply, or for coordination purposes.

(2) If a member of Congress inquires about a constituent’s Tax Court case
jointly under Commissioner and Chief Counsel jurisdiction, information in the
“public record” (taxpayers’ petition, statutory notice of deficiency, answer, reply,
etc.) may be used or enclosed in response to such inquiry after coordination with
Counsel.

(3) If a member of Congress inquires about a constituent’s Tax Court case
under the sole jurisdiction of Chief Counsel, such inquiry should be referred to
Chief Counsel for reply.

(25) 70 SPECIAL INSTRUCTIONS

In all disclosure decisions involved in responding to members of Congress and
other similar requests, the particular fact situation must be carefully studied
and the appropriate legal and policy considerations applied to determine how
much information, if any, may be disclosed. While the Service desires to be
responsive to members of Congress when they are acting on behalf of their
constituents, the Service is governed by the law and regulations concerning the
disclosure of tax information.

Mr. ALexanDpER. We do have two issues here. One is the issue of tax-
payer privacy, and the other more important issue that you raise is the
1ssue of propriety.

Certainly you are entitled to ask us to review our procedures, to
remove those cases, but T am sure you don’t want to ask us in a way
that influences our judgment as to the outcome, as to the exercise of
our investigatory rights and the powers that we have, the limited
powers, to decide cases.

Mr. Vantx. We have just a few moments, and I wanted to divide 1t
between Mr. Duncan and Mr. Helstoski.
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TAXPAYER ASSISTANCE

Mr. Duvcax. T want to compliment you on your response to the
questions, Mr. Alexander, and I wish that you were sitting down in my
district talking to people who come in and talk with us, because I
think that they would feel at ease with you.

Do you make an effort to get your employees in the local office to
treat people in a courteous manner ? Most of them do, but occasionally,
my office at one time was on the same floor with the Internal Revenue
Office in Knoxville, and some people would come in crying about the
manner in which they had been treated. And also they are unable to
communicate with the person who is talking with them.

I was just wondering what you are doing in that respect ?

Mr. ALexaxper. We are working on this, Mr. Duncan. We deal, as
has been mentioned earlier, in an atmosphere where there is hostility,
and hostility can breed hostility.

We do our best, and we monitor this constantly, to call on our people
to be courteous, to be careful, to not let fright be something that is
taken advantage of in any way, and not let hostility on the part of the
taxpayer who may be hostile to engender hostility on our part.

People are human, and if each of our 80,000 people made only one
mistake a year, that would be 80,000 mistakes.

But we try to avoid them, to prevent them from happening, and we
will do our best to do a better job in the future.

Mr. Jones. Could you supply this for the record? A lot of these
problems that Mr. Duncan brought up seem to result from temporary
people who are not adequately informed. Tt is a bureaucratic mistake.
You should have a stable work force during the year.

Mr. Arexanper. We are pinned to that now, and it would create
some problems. We are curtailing our hiring of temporaries because
we are aware of this problem, and we are hiring more permanent
assistants.

Mr. Duxcan. How many one-man offices do you have?

Mr. Avexanver. We can supply that.

[ The information follows:]

USE OF TEMPORARY TAXPAYER SERVICE REPRESENTATIVES

Fewer temporary Taxpayer Service Representatives will be used in Taxpayer
Service in FY 1975 than in FY 1974. This fiscal year, only 650 temporaries are
being used in our field offices, while we had over 1200 last year. On the other
hand, we have increased our permanent Taxpayer Service Representative work-
force from 1800 in FY 1974 to over 2300 today.

Generally, temporary TSR’s are assigned receptionist and clerical duties such
as tax forms distribution. In instances where it is necessary to use temporary
TSR’s in a tax assistance area, however, our field offices have been instructed
to assign temporary TSR’s only if they have experience and training comparable
to a permanent TSR and have demonstrated the ability to perform at a level
equal to that of a permanent TSR. Some of our temporary TSR’s have worked
for a number of previous filing seasons and have gained this experience and
training.

[The number of one-man posts of duty in the Internal Revenue Service is 52.
This does not include visitation offices which are open on less than a full-time
basis.]

ORGANIZATION AUTHORITY AND CONTROLS

1141.6 REGIONAL OFFICE, DISTRICT OFFICE, AND SERVICE CENTER ORGANIZATION

(1) The organization structure of the regional offices, district offices and
service centers will be prescribed by the Commissioner or the Deputy Commis-
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sioner down to the point at which flexibility can be left to local officials without
the loss of essential uniformity. Generally, prescribed organization will go down
through the branch level and guidelines will be provided for organizing below
that level.

(2) Regional Commissioner’s Responsibility and Authority.—The Regional
Commissioner is responsible for and authorized to prescribe the organization
structure of the regional office, including Appellate branch offices, or suboffices,
below the level prescribed by the National Office within any guidelines which
may be provided. He is also responsible for establishing any regional guidelines
which may be considered necessary for the organization of district offices and
service centers below the level of National Office prescribed structure and for
acting on any changes in prescribed organization or guidelines proposed by
subordinates.

(3) District (and Service Center) Director’s Authority.—District Directors
and Service Center Directors are responsible for organizing their offices below the
level of National Office prescribed structure and within the guidelines provided
by the National Office and regional office.

1141.7 ESTABLISHMENT AND DISCONTINUANCE OF BRANCH OFFICES AND OFFICES
BELOW THE DISTRICT HEADQUARTERS

(1) Regional Commissioners will develop and submit for review and approval

of the National Office proposals which deal with the establishment or discon-
tinuance of Appellate branch offices or suboffices.

(2) The Regional Commissioner is responsible for authorizing the establish-
ment or discontinuance of offices below the district headquarters, as defined in
IRM 1118.8, except that the closing of any such office in a redevelopment area
designated as such in accordance with Section 401 of the Public Works and
Economic Development Act of 1965, Public Law 89-136, shall be submitted to the
Deputy Commissioner for prior approval. If in doubt as to whether an office is
in a redevelopment area, information should be requested from the local field
office of the Commerce Department or, if information is not available there,
from the Director, Facilities Management Division.

(3) Decisions on establishing or discontinuing offices below the district head-
quarters shall be made in accordance with the following guidelines.

(a) From the standpoint of efficient assignment of personnel and rotation of
cases, offices below the district headquarters are usually justified in cities where
the Internal Revenue workload warrants the stationing of at least six employ-
ees (including both technical and clerical employees).

(b) Although workload is the primary criterion for establishing an office, con-
sideration must also be given to the distances that taxpayers must travel for
assistance and conferences, and to the cost of travel by Internal Revenue em-
ployees. If needed on account of these factors, offices may be established in:

1. each city of 25,000 and over population which is not included in the same
metropolitan area (as defined by Census) as a larger city in the same district;

2. the largest city of each county, provided the county has 50,000 or more pop-
ulation; and

3. the largest city in each county, provided the county has 5,000 or more popu-
lation, which city is located more than 60 miles by year-round surface travel
from the nearest office established under guides 1 and 2 above.

(e) Strict application of the guides above is not practicable, or desirable, in
all instances. For example, the availability of assistance and conference facilities
in a nearby city may make it unnecessary to have an office in a city meeting the
criteria in (b) above. Likewise, the Regional Commissioner is authorized to main-
tain an office in a city meeting neither the criteria in (a) or (b) above if he
finds exceptional circumstances which, in his opinion, require such an office in
the best interests of the Service. It is the responsibility of each District Director
to maintain a continuing watch on conditions in his district which would war-
rant establishment of new offices or discontinuance of old offices, and to make
appropriate recommendations to the Regional Commissioner. If discontinuance
of an office is indicated, it should be closed as soon as feasible, taking into
account personal hardship on the employees, impact on the community, and the
desirability of closing the post from the standpoint of efficient management and
effective supervision. This should be done by normal attrition and voluntary
transfer and reassignment as far as is reasonable, minimizing hardships on
employees resulting from involuntary transfers.

(d) It may be necessary to establish more than one office in a large metro-
politan area due to transportation facilities or other local factors. It might be
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advisable to substitute another city for the largest city of a county where the
substitute city is about the same size as the largest city and is more centrally
located or has other advantages over the largest city.

(4) District Directors are the officials primarily responsible for determining
the need for offices below the district headquarters. In meeting this responsibil-
ity, they should be objectively responsive to public demand and keep current on
economic changes, shifts or trends in population and other factors which may
have a bearing upon the need for such offices, including the Service’s responsi-
bility for providing essential service to taxpayers throughout the year. In con-
sidering the closing of an office in a redevelopment area, careful consideration
should also be given to the need to alleviate distress in such areas and to exercise
forbearance to avoid worsening existing conditions of unemployment or under-
employment. Upon determining that an office should be established or discon-
tinued, the District Director will make his recommendations to the Regional
Commissioner.

(5) Although closing an office below the district headquarters may lower
operating costs and increase efficiency without any undue effect on taxpayer
service, an uninformed public may look at it only as a withdrawal of service
which will seriously handicap their obtaining knowledge and help in fulfilling
tax obligations. Therefore, cxcept when the discretion authorized in paragraph
(8) of this subsection is exercised in the closing of small posts of duty, public
relations action must be taken before such changes are made to inform the public
of what is to be done, why it is being done, and how the Service will continue to
provide essential taxpayer service, especially during the income tax filing period.
To the maximum extent possible, civic leaders and local officials should be
informed of proposed changes in person by District Directors or other top
officials.

(6) Written notice should be given in advance, except when the discretion
authorized in paragraph (8) of this subsection is exercised in the closing of
small posts of duty, to all members of Congress of action to open or close an
office in their constituencies. This should be done by the Regional Commissioner
or District Director, whichever in the judgment of the Regional Commissioner
is most appropriate, and should, whenever practicable, precede any other action
which would alert employees or other interested individuals who would be
affected by the proposed change. Letters of notification on proposed closings of
offices must reflect the specific considerations that went into the decision to close
and show specifically how taxpayers in the area will be serviced under the new
arrangements. Notifying the Congressmen in question is effective only when
the reasons are stated succinetly and properly. Closings apparently based only
on small economies such as rent and travel costs give the appearance of being
indefensible and provoke controversy. Exhibits 1140-1, 1140-2 and 1140-3 are
sample letters dealing with various situations involved with office closings. The
letters are not meant to be prototypes for all notifications. They should, however,
be used as guides in formulating congressional notifications. They emphasize tax-
payer assistance and employee relations. By stressing the qualitative advantages
rather than the quantitative the Service is in a stronger position to resist
challenges.

(7) Advance copies of the notification letters, which should contain substan-
tially the same information which will be furnished to local persons and groups,
will be sent by the Regional Commissioner to the Deputy Commissioner for his
information so as to reach him at least ten days before the date of mailing to
the members of Congress. These letters to the Senators and Representatives
should be mailed sufficiently in advance of the effective date of the office change
to permit receipt and consideration of any replies before action is taken. In the
normal course of events, it is anticipated that these matters can be so planned
as to permit giving 60 days notice except in extraordinary circumstances.

(8) At the discretion of the Regional Commissioner, the requirements in
paragraphs (5), (6) and (7) of this subsection need not apply to closing small
posts of duty which have outlived their usefulness because of changes in economic
conditions, reduction in population, etc., when the personnel at that office can be
relocated, without reduction in grade or salary, to another office where they will
be of greater service to Internal Revenue and the publie. Generally, normal
attrition without the filling of vacancies will materially assist in these situa-
tions and result in less possibility of employee dissatisfaction. When the discre-
tion authorized by this paragraph is exercised, the Regional Commissioner will
notify the Commissioner and Deputy Commissioner as soon as the decision is
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made. The notification should explain the specific considerations that went into
the decision to close and the actions to be taken concerning affected employees.
(9) Regional Commissioners will furnish to the National Office advice of offices
below the district headquarters established or discontinued under authority
granted in this subsection, in order that an up-to-date record as to the number
and location of such offices will be available centrally. This will be done under
procedures provided in IRM 1(14)50, Space Management Handbook.

CONFIDENTIALITY OF TAX RETURNS

Mr. Herstoskr. This goes to the question of privacy.

Ts the submission of IRS taxpayer information to Federal agencies
automatic on the request of that particular agency?

Mr. Arexaxper. On the request of some agencies, yes. It is pretty
much automatic. We have an arrangement with all but two States, and
we submit information on their request. We have tightened up on it
somewhat, and we are doing our best to make certain that the people
to whom we supply information have the same regard for this vital
right of taxpayer privacy that we do.

Mr. Heustoskr. You mentioned that the Executive has authority to
secure information which would go to the FBI or the U.S. Attorney’s
Office, and you mentioned this casually, for criminal investigations.

What makes that determination of criminal investigaton—does the
IRS peruse the return prior to the submission of that return to one of
those offices?

Mr. Arexaxper. If the U.S. Attorney makes a request for a tax
return, the particular person would have to justify that request and
explain that, and then explain why they need it.

There is a paragraph at the bottom of the letter that contains their
undertaking to use this information only for the use required, and to
hold the information confidential.

Mr. Herstoskr. What does that mean ?

Mr. Avexanpir. Of course, in a court case, you have a problem.

Mr. Herstoskr. Is it that in supplying it for court purposes, the
confidentiality is violated, as far as the relation of IRS to the par-
ticular office in question ?

Mr. Arexaxper. As far as the relationship of the office in question
is concerned, to other offices and the public, if T understand correctly
the issue is what these offices, the U.S. Attorney and the Department
of Justice, do with the information that we give them or that we are
directed to give them by present law and present regulations. They
undertake to safeguard that information that we give them against
improper use and improper disclosure.

Would you care to add to that?

Mr. Warraxer. Of course anytime the Department of Justice has a
criminal matter under investigation and requests income tax informa-
tion, they must be free to use it in their prosecution. There are oc-
casions where, in the course of a prosecution, the tax information must
be used in a court proceeding.

Mr. Heustoskr. I am not talking about submission of information
to the courts; I am talking about allegations, or if there is an investi-
gation of an individual, there may be some allegations, and the re-
quest for tax information, to IRS. Do you automatically submit it
because it has been requested ? What is the basis or substantiation for
the request ? That is what I am seeking.

Mr. Arexanper. We have regulations on that.
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Mr. Herstoskr. If your determination is that there is no valid reason
why that request should be honored, then what is the basis for judg-
ment there?

Mr. ALexanper. We have questioned certain requests that have been
made to find out whether the request was, indeed, made for a purpose
contemplated by the statute and the regulations, and to find out
whether we should honor the particular request.

So, in answer to your initial question, this is not an automatic
matter.

I would like to supply the information for the record.

[The following was submitted :]

INSPECTION OF RETURNS BY FEDERAL AGENCIES

Section 6103 (a) of the Internal Revenue Code provides that returns shall be
open to inspection upon order of the President. Treasury regulations approved
by the President, 26 CFR 801.6103(a)-1(e), (f), (g), and (h), provide that the
Secretary of the Treasury or the Commissioner of Internal Revenue may permit
the head of a Federal agency to designate an employee of his agency to inspect
tax returns where necessary in connection with some matter officially before the
agency. The request must be signed by the head of the agency (no lesser official
may make the request) and state the official purpose, the name and address of
the taxpayer whose returns are desired, the type of return and the taxable period,
and the name and title of the employees designated to inspect the returns or
receive the information. When requests meet all of these criteria, they are
honored. If any one requirement is not met, the request is denied. If IRS has
any reason to believe that the purpose stated is not a valid one, the requester is
contacted for further information before a decision to honor the request is made.

Requests from the Department of Justice may also be signed by the Assistant
Attorneys General of the various divisions and by United States Attorneys. We
will deny access to tax returns if the reason given is for an investigation of a
tax matter, other than a tax case referred by IRS to the Department of Justice,
as such investigations are under the jurisdiction of the Internal Revenue Service.
Following are copies of correspondence from two United States Attorneys and
our replies, with identifying information deleted, showing typical reasons and
the emphasis placed upon confidentiality by both Justice and the Service. In
addition, Notice 129 is affixed to each return furnished. Also provided in the
following charts are the number of requests for returns made by Federal agencies
for calendar year 1974 and the number of taxpayers (individuals and corpora-
tions) involved, as well as a summary of reasons for the request.

IRS does not peruse the return prior to submission to the agency for the pur-
pose of deciding whether it contains information pertinent to the reason for the
request. It is screened, however, to remove documents which, if disclosed, might
hinder a tax case and the administration of the tax law or might identify or
tend to identify informants. In requests involving a number of taxpayers, IRS
may deny the furnishing of copies of returns, but may extract and provide
selected information from the returns. Also, we encourage the inspection of
returns at an Internal Revenue Service office, when possible, rather than provid-
ing copies.

The Federal Bureau of Investigation is a part of the Department of Justice
and not an independent agency, and the Director of the FBI does not have
authority to make requests for tax returns or tax data, other than tax checks.
Therefore, any requests for returns for use of the FBI must be made by the
Attorney General, the Deputy Attorney General, or an Assistant Attorney
General.

In addition to disclosure to Federal agencies, Section 6103(b) of the Internal
Revenue Code and the regulations issued thereunder provide for access to tax
return information by States. But only if the use is for State or local tax
administration purposes will it be made available and then only to State tax
officials who have been designated in writing by the Governor. At the present
time we have Federal-State tax agreements for the exchange of tax information
with all the States except Nevada and Texas, and with the District of Columbia,
American Samoa, Guam, and Puerto Rico. The same degree of safeguards are
instituted to prevent unauthorized or unwarranted disclosures of tax information
to States as to Federal Agencies.
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o A TronEee UNITED STATES ATTORNEY
AND RECER TO SOUTHERN DISTRICT OF

IETTLIIS AND NUMBLX

UNITED STATES COCRTHOUSE
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Commissioner of Internal Revenue
1111 Constitution Avenue, MN. V.
Washington, D.C. 20224

Attention: CF:D

Dear Sirs:

Pursuant to Title 26, Code of Federal Regulaticns,
Secticn 301.£103(a)-1(g)(n), 1t is requested that tais
ofrice be furnishea cories of the income tax returns for
the period 1271, 1972 and 1973 together witrn any and 2ll

cther informa“icn collected by your revenue intzllizence
agenis, of Social Securicy ..umicr
{Business adidress: , date of birth:

. Ve respectfully requect that this
master receive sxvedited treatment znd that the income
tax returns be furnished to us as soon as possiuvle.

This office iz conductir.z an official Investizatlion
invelving the viociatlon of Title 186, Uailtea States Code,
secticrs 17CC and 2314 relatinz to tnext or receipt of
%to;en moil and interstate transportation cf stolen secur

ties and these documents are needed in cornnecticn wit h
our investigation.

Deocuments furnished in response to this regnest w1ll
be limited in use to the purcose for whiel tney are re-
questeu and will uncer nc circumstences be made Tublic
Onc-.3 to the extent that publicity necessarily reiuw o

if they are used in litigaticn.

Access to these docurents. on a ﬂééd-tu—knnh tasis,
will be limitec to attorneys or employees ol nvy

engaged 1n tie invasti*a ien or

subseauent
ting me in

loyees tsels

cr ot
gation Persons he vi ng accest SC
gavc n. rer i avi P




Comnissioner of Internal Revenue -2- December 6, 1574

these documznts will be cautloned as to the confildentiality
of the information contained theieln anc of the cenaity
provisions of Section 721% of Title 26 and Section 1908
of Witle 18, United States Coce, revzraing the unautho-
rized disclosure cf informatior.

w L
o
o

Yerv truiw vou-s.

United States Attorney

ce: Service Cencer
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ropized our farvice Contrrw
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1£ z -sioveas ara assi-mad te your ctfice
Vo @sZicl Wl dnvasnt tion v ip ube 1itication,
plrase &2 —ation uld not be
used or uissﬂ“‘wateﬁ for anv other varposa.,

1Ff we can ba of furtler assistanca, fleasz let us know.

Sinece 'le
(Sign&d) Charles A. Gibb

cec: Service Center




UMIES STATES ATTORNE. oy dinited Stobes Uepartmeni of yr-gze

AL AT T INITIALS AND NUlJER . ) :
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... UNITED STATES ATTORNEY

 Nowtuern DustriCcT 0F

September 17, 1974 e e e

Coomissioner, Internal Revenue Service
1111 Constitution Avenue, N.W.
Washington, D.C. 20224

Re: v. United States
Civil No. (N.D.

Gentlemen:

The plaintiff in the referenced action has filed
suit against the United States under the Federal Torr
Claims Act for damages allegedly incurred as a result
of the neglizent and careless supervisicn cf emplovees
at the Veterans administracion Hospitai in

1

Among other items, the plaintiff ciaims loss

of income due to his total inabilicy to work as a result
of the alleged severe personal injuries. We accordingiy
Tequest, pursuant to the provisions of Title 26, C.F.R.
§301.6103(a)~1(h), that you provide us with photostatie
coples of the income tax returns of
and any related papers, for the years 1968-1973., For
your information and assistance in furnishing the rerurns,
please be au.’..d that plainticr resj ie. -t

Mr. Social
Security Number is

Our use of documents furnished in response hereto
will be limited to the purpose for which requested and

{ SEP 191974
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Page 2 ) R

will under no condition be made public except to the
extent that publicity necessarily results if used in
litigation. Access to the documents, un a need-ro-know
basis, will be limited to those attormeys or emp lovees

of this office who are actively engaged in the pending
litigation, or other Federal employees assisting ctherein.
Persons having access to the documents will be cautioned
as to the confidentiality of the information they contaia
and of the penalty provisions of §7213 of the Internal
Revenue Code and Title 18, United States Code, §1905,
regarding the unauthorized disclosure of such information.

If you need any further informationm, you may contact
Assgistant United.States Attormey at
to whom the case is assigned.

______Yerwv trulv vours.

/ United States Attormey

57-236 O - 75 -6
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imited States
Horthern Listr

Dear Mr. .

Irn Tes 0ise to your lettar
bl §

have autloriz

docunents.

farnis
and with
in azcorian
disclosvre

wour office
litigatien,
14 rot be

If we can be of furc.~xr ~-Tistance, plcase lat us kaow,

Sincerely,

{Signeg
SN€4) Horaca J

oraca J. Fite
Acking Chict,
: DD Office of Assi
cc: DD-. . . {Compliance)
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Disclosure
Limitations

Unauthorized disclosure,
printing or publishing of any
Federal return, copy, or part
thereof, or information there-
from, is punishable by fine or
imprisonment and dismissal
from office or employment. See
section 7213, Internal Revenue
Code and section 1905,

Title 18 U.S.C.

Department of theTreasury
internal Revenue Service

&

Notice 129 (1-70)
GPO 043—16—79468-1 360-681
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INCOME TAX INFORMATION REQUESTED BY FEDERAL AGENCIES WHICH WAS AUTHORIZED UNDER
26 CFR 301.6103(a)-1—CALENDAR YEAR 1974

Number of Number of Number of
Federal agency requests taxpayers returns
Department of Agriculture____________________________________ 3 5 12
Bureau of Alcohol, Tobacco, and Firearms______________________ 1 2 2
Department of Commerce____________________________________ 1 5 5
U.S. Customs Service.______________________ . ______________ 1 3 12
Federal Deposit Insurance Corp.._____________________________ 1 12 12
Federal Home Loan Bank Board______________________________ 5 50 178
General Accounting Office___.________________________________ 1 1342 1342
Interstate Commerce Commission_____________________________ 2 9
Department of Justice (other than U.S. attorneys)______________ - 384 3,228 10, 446
U.S attorneys__ ... T 1,594 4,448 18, 062
Departmentof Labor__________________________ . 1 2 6
Securities and Exchange Commission____________________ "~ 17 93 386
Renegotiation Board_._______.______________________________ 1 11 21
Totals_ . 2,012 8,210 29, 529

! Returns were not furnished; selected information was extracted from the returns by IRS and furnished to GAO.
Note.—The reasons given by these agencies for requesting returns are summarized in the attached pages.

SUMMARY OR REASONS FOR REQUESTS OF F'EDERAL AGENCIES FOR INCOME TAX
RETURNS

Department of Agriculture

Investigations under the Packers and Stockyards Act into possible illegal pay-
ments to employees.
Bureaw of Alcohol, Tobacco and Fircarms

Investigation involving the manufacture and sale of ammunition, and the
dealing in firearms without a Federal license, in violation of the Gun Control
Act of 1968.

Department of Commerce
Because of the sensitivity of the position for which an individual is being
considered.

U.8. Customs Service
Official matter involving the collection of customs duties.

Federal Deposit Insurance Corporation

Investigation of allegations concerning the sale of shares of stock which had
been pledged to a bank as collateral for a loan, and which were subsequently
determined to represent stolen securities. .

Federal Home Loan Bank Board

Investigations made pursuant to authority granted under Section 407 (m) (2)
of the National Housing Act, as amended (12 U.S.C. 1730(m) (2) ), into apparent
conversions and misappropriation of association funds, wrongdoing by associa-
tion officers in the area of unaccountable and unjustifiable travel and entertain-
ment expenses, and possibility that employees and officers of the Board may
have used resources of the association for their personal enrichment and may
have benefited substantially from transactions involving the association.

General Accounting Office

Review of the effectiveness of the Department of Housing and Urban Develop-
ment procedures for income recertification for the section 236 Rental Housing
Assistance Program. (Returns were not furnished. Certain information was
extracted by IRS and furnished to GAO.)
Interstate Commerce Commission

Investigations of regulated motor carriers under the jurisdiction of the Inter-
state Commerce Commission.
Department of Justice

The Attorney General.—Investigations into violations of various Federal
statutes; drug enforcement programs; investigations by Watergate Special
Prosecution Force.
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Antitrust Division.—Possible violations of avtitrust laws, Truth in Lending
Act, Clayton Act, etc.

Oivil Division.—Litigation involving the United States Government; rede-
termination of excess profits on renegotiable contracts.

Civil Rights Division.—Employment discrimination suits under Title VII of
the Civil Rights Act of 1964.

COriminal Division.—Strike Force investigations; Grand Jury investigations;
combatting fraud; narcotics targets; possible violations of various Federal
statutes; possible violations of securities regulations ; bribery cases, and other
criminal investigations.

Land and Natural Resources Division.—Condemnation proceedings, court
cases.

United States Attorneys

Official investigations involving violations of various Federal statutes, includ-
ing investigations of bank fraud, mail fraud, bribery, bankruptcy, embezzlement,
ete. ; collection of judgments; litigation against the United States; Grand Jury
investigations; violations of narcotics laws; determination of debtors’ where-
abouts and ability to pay.

Department of Labor
For use in a lawsuit.

Securities and Exchange Commission
Investigations into violations or possible violations of the federal securities
laws.

Renegotiation Board
To enable the Board to perform its duties under the Renegotiation Act of 1951,
as amended.

PROCEDURE AND ADMINISTRATION

§ 301.6103(b) Statutory provisions; publicity of returns and lists of taxpayers;
inspection by States.

SEc. 6103. Publicity of returns and lists of tawpayers. * * *

(b) Inspection by States— (1) State Officers. The proper officers of any State
may, upon the request of the governor thereof, have access to the returns of any
corporation, or to an abstract thereof showing the name and income of any
corporation, at such times and in such manner as the Secretary or his delegate
may prescribe.

(2) State bodies or commissions. All income returns filed with respect to the
taxes imposed by chapters 1, 2, 3, and 6 (or copies thereof, if so prescribed by
regulations nade under this subsection), shall be open to inspection by any
official, body, or commission, lawfully charged with the administration of any
State tax law, if the inspection is for the purpose of such administration or for
the purpose of obtaining information to be furnished to local taxing authorities
as provided in this paragraph. The inspection shall be permitted only upon
written request of the governor of such State, designating the representative of
such official, body, or commission to make the inspection on behalf of such of-
ficial, body, or commission. The inspection shall be made in such manner, and at
such times and places, as shall be prescribed by regulations made by the Secre-
tary or his delegate. Any information thus secured by any official, body, or com-
mission of any State may be used only for the administration of the tax laws
of such State, except that upon written request of the governor of such State any
such information may be furnished to any official body, or commission of any
political subdivision of such State, lawfully charged with the administration of
the tax laws of such political subdivision, but may be furnished only for the
purpose of, and may be used only for, the administration of such tax laws. -

§ 301.6103 (b)-1 Inspection by States.

(a) Corporation returns of income taw or unemployment tax, Under the pro-
visions of sections 6103(b) (1) and 6106, the proper tax officers of a State shall
have access, upon application made in accordance with the provisions of this
paragraph, to the returns filed by any corporation with respect to the taxes
imposed by chapters 1, 3, and 6 of the Code and with respect to the unemploy-
ment tax imposed by chapter 23 of the Code, or to abstracts of such returns.
Application for access to the return of any corporation, or abstracts thereof,
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Commissioner of Internal Revenue, Washington 25, D.C. The application shall
set forth the reason why access is desired; the names and official positions of
the officers designated to have such access; and, with respect to each return to
which access is desired, the name and address of the corporation filing the return,
the kind of tax (income tax or unemployment tax) reported on the return, and
the taxable year covered by the return. .

(b) Income tax returns—(1) In general. Income tax returns filed with re-
spect to the taxes imposed by chapters 1, 2, 3, and 6 of the Code shall, upon
application made in accordance with the provisions of this paragraph, be open to
inspection by any official, body, or commission, lawfully charged with the ad-
ministration of any State tax law, or any properly designated representative of
such official, body, or commission, if the inspection is for the purpose of such
administration or for the purpose of obtaining information to be furnished to
local taxing authorities as provided in section 6103 (b) (2). The application shall
be made in writing and signed by the governor of the State and shall be ad-
dressed to the Commissioner of Internal Revenue, Washington 25, D.C. The
application shall state—

(i) The title of the official, body, or commission by whom or which the in-
spection is to be made;

(ii) By specific reference, the State tax law which such official, body, or com-
mission is charged with administering and the law under which he or it is so
charged;

(iii) The purpose for which the inspection is to be made ; and

(iv) If the inspection is for the purpose of obtaining information to be fur-
nished to local taxing authorities, (a) the title of the official, body, or commis-
sion of each political subdivision of the State, lawfully charged with the admin-
istration of the tax laws of such political subdivision, to whom or to which the
information secured by the inspection is to be furnished, and (b) the purpose for
which the information is to be used by such official, body, or commission.

(2) Returns filed in internal revenue district within or including State— (i)
General inspection. Permission may be granted by the Commissioner to any State
for general inspection of returns of the taxes imposed by chapters 1, 2, 3, and 6
of the Code which are filed in an internal revenue district within or including
such State. If such general inspection is desired, the application made to the
Commissioner in accordance with subparagraph (1) of this paragraph shall
include a statement that general inspection is desired of returns filed in the
internal revenue district or districts within or including the State with respect
to the taxes imposed by chapters 1, 2, 3, and 6 of the Code. Permission granted for
the general inspection provided for in this subdivision shall continue in effect
until such time as the Commissioner by written notice to the governor of the
State provides that such inspection will be permitted only on the basis of
periodic applications therefor. The governor shall supply to the district director
with whom the returns to be inspected were filed a written list of the names of
the individuals designated to make the inspection on behalf of the official, body,
or commission named in the application to the Commissioner, and shall keep
such list current by appropriate deletions or additions as may be necessary.

(ii) Inspection of specific returns. Permission for the general inspection pro-
vided in subdivision (i) of this subparagraph includes permission to inspect a
specifically identified return when desired. However, a State interested only in
examining the returns of particular taxpayers may inspect such returns on
written application therefor to the Commissioner. The application in such case
shall state, in addition to the information outlined in subparagraph (1) of this
paragraph, the name and address of each taxpayer whose return or returns it is
desired to inspect, the taxable year covered by each such return, and the names
of the individuals designated to make the inspection on behalf of the official,
body, or commission named in the application.

(3) Returns filed in other intcrnal revenue districts. In the case of returns
filed with the Director of International Operations or in an internal revenue
district other than one within or including the State requesting the inspection,
permission for the inspection provided for in subparagraph (1) of this para-
graph will be granted only with respeet to specifically identified returns. The
application for such inspection shall be made to the Commissioner as provided in
subparagraph (1) of this paragraph and, in addition to the information outlined
in such subparagraph and in subparagraph (2)(ii) of this paragraph, shall
specify the internal revenue district or office in which the returns to be inspected
are believed to have been filed.
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(¢) Time and place of inspection. The internal revenue officer (district director
or Director of International Operations) with whom the returns were filed is
authorized to make such returns available in accordance with permission granted
by the Commissioner pursuant to this section. Such officer shall set a convenient
time and place for the inspection. The inspection will be permitted only in the
presence of an internal revenue officer or employee and only in an office of the
Internal Revenue Service during the regular hours of business of such office.

(d) Definition of retuwrn. For purposes of section 6103 (b) and this section, the
term “return” includes information returns, schedules, lists, and other written
statements filed with the Internal Revenue Service which are designed to be
supplemental to or to become a part of the return, and, in the discretion of the
Commissioner, other records or reports containing informtaion included or
required by statute to be included in the return. An application for exemption
from income tax under section 501 (a) filed by an organization described in
section 501(c) or (d) in order to establish its exemption is not a return for
purposes of section 6103(b). For provisions opening to public inspection exemp-
tion applications with respect to which a determination has been made that the
organization is entitled to exemption from income tax under section 501(a), see
section 6104 (a) and § 301.6104-1.

(e) Cross reference. For additional provisions relating to inspection of re-
turns on behalf of States, see paragraph (d) of §301.6103(a)-1. For penalties
for unauthorized disclosure of information, see section 7213.

Mr. Hewstoskr. Could I ask two questions which can be responded
to later?

That is—the seizures in respect to levies, in which you virtually put
people out of business, and jeopardy assessments.

[The following was submitted for the record :]

LEVY AND SEIZURE

Section 6331 of the Internal Revenue Code provides that when the taxpayer
neglects or refuses to pay the delinquent tax within ten days after notice and
demand for payment, levy action may be initiated.

We realize that the power the Congress gave to levy to collect taXes must be
judiciously used. For this reason, our collection procedures are designed to
secure voluntary payment whenever possible. After a tax is assessed, the law
only requires that one notice be sent. It is our normal practice, however, to send
four notices to individual income taxpayers and three notices to business tax-
payers. The last notice in each case clearly states that levy action will be taken
if the liability is not paid.

Generally, there are only two exceptions to this notice procedure. First, in the
case of large employment tax liabilities the only notice issued is the statutory
notice and demand. This exception exists primarily to protect the Government’s
interest in the trust fund area. Tax money withheld from employees’ wages and
salaries belongs to the employees from whom it is withheld and to the Federal
Government, to whom it is payable, not to the employer. The employer holds it
in trust and cannot use the money of others to compete with other businesses who
do observe the filing requirements of the law. The notice procedure in large
employment tax cases also reduces the possibility of further tax delinquencies
pyramiding to the point where the taxpayer can no longer satisfy the total
liability.

The second exception to the standard notice procedure involves jeopardy
assessments. These are used sparingly and care is taken to avoid excessive and
unreasonable assessments. Jeopardy Assessments are limited to amounts which
reasonably can be expected to protect the Government ; and each must receive the
personal approval of the Distriet Director.

In the routine case, more than three months will have elapsed from the date
of the first notice before levy action is taken. During this period, the taxpayer has
an opportunity to contact us to raise a question about the correctness of the
liability or to bring to our attention that payment of the tax liability would
create hardship. Where reasonable doubt is raised as to the validity of the assess-
ment, levy action is deferred while a determination of the correctness is estab-
lished. If appropriate, the assessment may be abated, or missing credits may be
located and applied. Where the taxpayer establishes, through submission of
financial data, that payment of the amount due would create undue hardship on
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the taxpayer or his family, efforts are made to arrive at a payment arrangement
based upon the taxpayer’s ability to pay.

Where the taxpayer has refused or neglected to respond to our notice or where
the response was inadequate, levy action is taken. Section 6334 of the Internal
Revenue Code exempts from levy :

1. Wearing apparel and school books ;

2. Fuel, provisions, furniture and personal effects, which in aggregate do not
exceed $500 in value;

3. Books and tools of a trade, business or profession which do not exceed $250
in the aggregate;

4. Unemployment benefits;

5. Undelivered mail ;

6. Annuity or pension payments under the Railroad Retirement Act, benefits
under the Railroad Unemployment Insurance Act, special pension payments
received by a person whose name has been entered on the Army, Navy, Air
Force and Coast Guard Medal of Honor role, and annuities based on retired or
retainer pay under Chapter 738 of title 10 of the United States Code;

7. Workmen’s compensation ; and

8. So much of salary, wages, or other income if the taxpayer is required by
judgment of a court of competent jurisdiction, entered prior to date of levy, to
contribute to support of his minor children.

Beyond the levy exemptions provided by statute, the IRS has established, for
practical purposes, many administrative exemptions. Currently these exemptions
include :

1. Public welfare payments;

2. Allowances for governmental training and skill development programs;

3. Balaries and wages in definite hardship cases ;

4. Insurance policies, as a general rule, with a face value of $1,000 or less:

5. Except in the most flagrant cases, benefit income such as Social Security,
VA pensions, GI benefits, ete.

In enforcing collection through levy action, the following service policies are
provided :

(1) “The Code authorizes the service of as many successive levies on the same
or other income, property, or rights to property, as may be necessary to fully
satisfy the tax liability. However, sound judgment should be exercised and the
service of successive levies on the same source of income, or type of property,
should be so timed as to avoid undue hardship to the taxpayer and/or his family.

(2) “With the exception of certain statutory deductions (social security,
income tax withholding, civil service retirement, etc.) a levy legally attaches to
the gross amount of the accrued wages or salary. However, in the interest of
administrative expediency, a levy will be considered as attaching only to the
“take home” pay of the delinquent taxpayer unless it is determined that the
taxpayer is voluntarily allotting his pay to an extent that would defeat the pur-
pose of the levy.

(3) “Whenever a taxpayer raises a question or presents information creating
reasonable doubt as to the correctness or validity of an assessment, reasonable
forbearance will be exercised with respect to collection provided (1) adjust-
ment of the taxpayer’s claim- is within control of the Service, and (2) the
interests of the Government will not be jeopardized thereby.

In effecting levy action, primary consideration is given to levy on such property
as wages, salaries and bank accounts, since the proceeds can be applied directly
to the taxpayer’s delinquent account. Where levy on such property does not fully
satisfy the tax liability and the taxpayer still neglects or refuses to make pay-
ment or arrangements to pay as appropriate, property not readily convertible to
cash will be considered for levy. Levy on this type of property, which is usually
in the taxpayer’s possession, is referred to as a “seizure.”

From time to time, we have been criticized for seizing going businesses to
collect employment taxes. It is our procedure to initiate seizure to a going
business only when every reasonable effort has been made to collect the delin-
quent taxes on a voluntary basis and no other reasonable alternative is available.
In many cases it is the only action available to prevent the continued pyramiding
of employment tax liabilities. However, in cases involving nursing homes or
hospitals no seizure action will be taken until we are assured that the patients
will be provided for. A seizure of a business can be released at any time prior to
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sale if the taxpayer makes satisfactory arrangements to liquidate its liability
(even through partial payments) and can show the ability to meet its current
tax obligations.

Mr. ALexanNpER. I would be delighted to return.
TAX SIMPLIFICATION AND PENSION ACT OF 1974

Mr. Vanig. I have two questions.

I was wondering what bars there would be, or why we could not get
recommendations that you have or the agency has for simplification
and why those recommendations shouldn’t come directly to the Joint
Committee or the Ways and Means Committee or this subcommittee
instead of coming around through a circuitous route. Is there some-
thing that precludes our getting your recommendations?

We have a common desire to simplify the whole process, and we
would like to have those recommendations come directly from the
agency.

Mr. ALExanpER. I am sure that the Treasury shares that desire com-
pletely, and our job, of course, is tax administration. Tax policy has
been reserved to the Secretary and Assistant Secretary for Tax Policy,
and we think that is the appropriate course, and we think those recom-
mendations will get to you because we know that the Secretary is
strongly onboard on this issue.

Mr. Vanik. We have a common desire to direct our efforts toward
simplification. I think you are in the best position to facilitate the
flow of those recommendations, so that we can make statutory changes.

I have one other question.

Last year in the Pension Act, the Congress created a new IRS Office
to deal with pension plans and exempt organizations. As I understand .
it, the formula in that act provides for an authorization of about $75
million for the operation of that office in fiscal 1976. Is that allocation
enough for you to carry on the business that is involved in that new
responsibility ¢

Mr. Arexanper. That allocation would be enough, Mr. Chairman.
We will be presenting our budget request.

Mr. Vanik. You asked for $75 million in fiscal year 1976; is that
right ?

Mr. ALexanper. We are not asking for quite that much, Mr. Chair-
man. We will be presenting our budget request to the House Appro-
priations Committee on Monday, and I would be glad to supply a copy
of thg, material that we are submitting to that committee for your
record. ’

[The material referred to follows:]

BUDGET DATA FOR EMPLOYEE PLANS AND EXEMPT ORGANIZATIONS—PROPOSED FISCAL YEAR 1976

Employee Exempt Total EP

plans organizations and EQ

POSIIONS - - oo i 1,229 919 2,145
Man-years___ . ____._._.___.____.._. s 1,196 879 2,078
Amount (in thousands) $26, 963 $19, 496 $46, 459
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Mr. Vanix. Well, our concern is that that part of the new law is
very carefully monitored, and it is going to be helpful to the com-
mittee and the Congress if that is carried out.

I want to say on behalf of the committee, and the members present
today, that we very much appreciate your very fine spirit of coopera-
tion. We are going to do everything that we can to work with your
agency, to help bring about the best kind of administration and the
best kind of relationship between the Congress and the Service, which
you so ably represent.

Thank you very much.

Mr. Craxcy. Before we adjourn I would like to raise a procedural
matter. What is going to be the procedure for members of the sub-
committee to receive notice with respect to meetings of the subcom-
mittee? Will that be done by the regular staff of the Ways and Means
Committee ?

Mr. Vanix. We really haven’t worked that out. Until it is resolved,
Iwvill see that you are advised by Mr. Vaughan.

Mr. Cranoy. If Mr. Vaughan advises me by phone or personally,
then I, in turn, will have to notify the Republican members?

Mr. Vanmx. We will notify all of the members of the committee.

The committee is adjourned.

[Whereupon, at 10:10 a.m., the subcommittee was adjourned, subject
to call of the Chair.]
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[The following questions and answers were submitted for the
record :]
ExHIBIT A

QUESTIONS SUBMITTED TO THE INTERNAL REVENUE SERVICE BY THE HoUSE WAYS
AND MEANS OVERSIGHT SUBCOMMITTEE

TAXPAYER ASSISTANCE

Question 1: What are the highlights of this Spring's taxpayer assistance

programs?
Reply: The 1975 objectives for the Taxpayer Service Program are

(1) to improve the quality of service, (2) to meet the needs

of special groups of taxpayers, and (3) to make taxpayer service
more convenient and accessible. We plan to accomplish these
objectives by continuously improving on program direction,
availability of services, and quality of service.

Program Direction

This is the first filing period with the new district tax-
payer service organization. We are confident there will be
greater involvement and concern leading to quicker identifica-
tion of problem areas and appropriate resolution. Emphasis is
being placed on toll-free telephone service, walk-in service,
correspondence, and special programs; e.g., elderly, low-income
groups and taxpayer education programs. This year we are using
fewer temporary taxpayer service representatives than were used
last year. On the other hand, we have increased the number of
average permanent TSR positions from 1,822 in FY 1974 to an
estimated 2,077 for this fiscal year.

Some of the other significant elements which help to define
program direction include referral and call-back service, improved
research tools and equipment, and assistance in the preparation
of returns, particularly through self help.

Availability of Services

All TSR's are expected to be able to provide the toll-free
telephone number, address locatioms of local taxpayer assistance
facilities and the hours of operation of each location in the
district upon request.

Extended office hours - we have made a concentrated effort
to gear extended hours to local needs.

Off-site locations - as in past years, major efforts have
been applied this year by the Service to use off-site locations
to reach those taxpayers, in particular the elderly and low-
income, who for one reason or another cannot come to an IRS
office and do not have access to a telephone. To meet these
kinds of situations, our field offices are encouraged to use
storefront locations near the people to be served and easily
accessible by public transportation. There are approximately
300 temporary locations in use this filing period.
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Quality of Service

Our definition of quality taxpayer service includes providing
on a year-round basis courteous, responsive, and accurate answers
to taxpayer inquiries and timely resolution of tax problems in a
manner which the taxpayer can understand. As mentioned earlier,
we have minimized the use of temporary TSR's. Conversely, we have
increased our permanent TSR staff. This in itself should improve
the quality of the service provided. Beyond that however, we are
employing several other management tools e.g., monitoring of
telephone calls, sample test calls, walk-in shopping with sample
tax problems, on-line observations of walk-in service and review
of Service prepared/reviewed returns.

The design of the FY 1975 Taxpayer Service Program is set forth
in Manual Supplement 62G-1 ¢(see—Exhibit—2).,

Are vou monitoring the quality of taxpayer assistance being

o~

el
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3

provided this spring? What percentage of error are you finding?
What steps are being taken this spring to reduce that error
factor?

Yes, we are monitoring the quality of taxpaver assistance
being provided this spring. We are using two basic approaches:

1. Field Management has installed quality control programs
using such techniques as test calls, telephone monitoring,
review of returns prepared, observation of walk-in ser-
vice, and shopping. Feedback from the field indicates
the following. The ranges in error rates reflect the
fact that the tests were made in a variety of different
district offices; other possible explanations are the
experience and training of different TSR's, management
emphasis on a particular method of quality review.

test calls 15% to 25%
telephone monitoring 47 to 10%
*returns reviewed 47 to 30%

*Many of the errors have no tax consequence, e.g., the
inadvertent omission of the foreign bank account
checkoff block.
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2. Our Internal Audit function conducts shopping trips
to field offices using test packages for returns
preparation; they also place test calls to our tele-
phone assistors. In neither instance is it revealed
who they are. Internal Audit is now in the field
reviewing prepared and assisted returns which have
been processed through locally established Quality
Review Programs. Findings will be compared to the
initial reports to determine the effectiveness of
Quality Review Programs.

Reports resulting from these two approaches are furnished
all levels of management. The following representative actioms
have been taken as a result of these two quality monitoring
efforts:

1. Regional Commissioners have held conference calls with
their District Directors to discuss major problem areas
and ways of correcting them. Regional memorandums have
stressed specific procedures and controls, especially
quality review, monitoring, referral, probing.

2. Districts have incrcased the sampling of returns pre-
pared. They have also effected immediate feedback,
through local publications, supervisor-employee meetings,
and recurring training sessions on major problem areas.

3. The National Office sends teletypes to all regions on
a continuing basis, calling attention to major problem
areas surfaced by Internal Audit,

How much training do the Taxpayer Service Representatives receive
before they start answering the phones?

All new permanent TSR's receive at least the Basic Course
(5 weeks) before they are permitted to answer the phomes. While
individual TSR's may be assigned to the phones immediately after
completion of the Basic Course, this should not normally occur
until after completion of an additional three weeks on-the-job
training.

Temporary TSR's receive three weeks of training before the
filing period. Ordinarily, they are not used on telephones.
However, when it is necessary to use temporary TSR's on telephones,
they should be assigned only if they have experience and training
comparable to a permanent TSR and have demonstrated the ability to
perform at a level comparable with that of a permanent TSR,
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Incumbent TSR's, returning temporaries, and Revenue Officers
receive one week of Refresher Income Tax Law Training. Revenue
Agents and Tax Auditors detailed to the Taxpayer Service Program
receive three days of Refresher Training.

In previous vears, you used a large number of temporary personnel

Question 5:

Reply:

to help with taxpaver assistance. Assistant Commissioner Barron
has said that you found that "it is too great a burden on the
temporary personnel to have to grasp the kinds of information in
the training session and to be immediately or shortly thereafter
put in a very rapid fire environment in terms of questions.'
What _is vour present policy on temporary help? What do you do
with taxpaver assistance representatives after the April rush is
over?

Fewer temporary. Taxpayer Service Representatives will be used
in Taxpayer Service in FY 1975 than in FY 1974, This fiscal year,
approximately 600 temporaries are being used in our field offices,
while we had over 1,200 last year. On the other hand, we have
increased our permanent TSR workforce from 1,822 average positions
in FY 1974 to an estimated 2,077 average positions in FY 1975,

When it is necessary to use temporary TSR's in a tax assistance
area, our field offices have been imstructed to assign temporary
TSR's only if they have experience and training comparable to a
permanent TSR and have demonstrated the ability to perform at a
level equal to that of a permanent TSR. Some of our temporary TSR's
have worked for a number of previous filing seasons and have gained
this experience and training. Generally, however, temporary TSR's
are assigned to receptionist and clerical duties such as tax forms
distribution.

After the "April rush" is over, permanent, full-time TSR's
are fully occupied with such activities as responding to taxpayers'
inquiries regarding notices received, fiscal year returns, amended
returns, refund and adjustment actions. Seasonal WAE's are placed
in a non-work status when their employment is not needed, and
temporaries are laid off,

How many "'temporary satellite' taxpaver service offices have been
set up for this filing period? How many last spring?

For this filing period, we have established almost 300 temporary
satellite offices, including eight movable (Trailers/Taxmobiles)
offices. We used approximately the same number for the last filing
period.
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What bilingual tax assistance is provided?

Reply:

Question 7:

Nearly nine hundred bilingual employees are available to
Taxpayer Service for the filing pexriod. The principal languages
are Spanish, German, French, Italian. However, many other lan-
guages are represented by at least one employee assigned or
available to Taxpayer Service for filing period. In addition to
assistance on the telephone or walk-in areas, our bilimgual TSR's
conduct VITA classes (voluntary income tax assistance) in the
Spanish language. We have also issued the following publications
in Spanish:

556-5 Audit of Returns, Appeal Rights, and Claims
for Refund
579-8 Guide for Preparing the Individual Federal
Income Tax Return
586-8 The Collection Process
T 806-5 Roadmaps of Forms 1040A and 1040 for 1974
832-8 Ccoursebook for VITA Instructions

We understand that last year you undertook a survey of some 14,000

Question 8:

taxpavers to determine if thev were satisfied with the taxpayer
assistance they received from IRS. What are the results of this
survey?

That survey was designed to measure reaction to various
aspects of our Taxpayer Service Program and to identify possible
needed improvements. A copy of the survey results are enclosed
(see Exhibit/g).

What will the new tax act we are considering today, with higher

Reply:

minimum and standard deductions, mean in terxms of reducing the
number who need IRS or private tax preparer services? Will this
result in budget savings to IRS?

The increases in the minimum standard and percentage standard
deductions, contained in the "Tax Reduction Act of 1975," will
cause about 5 million returns to be switched from itemizing to
the standard deduction. This includes approximately 2.5 million
returns with adjusted gross income of under $10,000.
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Information from tax year 1972 returns shows that about
52.7 percent of the returns with income under $10,000 and with
itemized deductions were completed by tax preparers. In con-
trast, 36.9 percent of the low income returns with a minimum
or standard deduction were completed by tax preparers. Applying
this information to the 2.5 million low income taxpayers who may
switch from itemized to standard deduction results in a reduction
in the number using tax preparers of only 400,000, For taxpayers
with incomes over $10,000, 45.6 percent of the returns with
itemized deductions and 45.1 percent of the returns with a minimum
or standard deduction were completed by preparers. Hence, little
change is expected for this group.

On the basis of this information, we feel that there will
not be a significant reduction in the number of taxpayers who
will utilize the services of return preparers as a result of
the increase in the standard deduction provided in the "Tax
Reduction Act of 1975," The impact on tax practitioners and the
Service is likely to be small and should be largely offset by
taxpayer service requirements generated by the estimated 3 mil-
lion new returns that will be filed under the earned income credit
provision in the new law.

We understand that many of the telephone calls into taxpayer

Reply:

service offices are monjtored by supervisory personnel. Should
not this fact be noted in the telephone directories under the
number for taxpayer services?

We believe that we have effectively noted the fact that tele-
phone calls in taxpayer service offices are monitored by highlighting
the following statement on the front page of the tax package:

"To help us provide courteous responses and accurate
information, IRS supervisors occasionally monitor tele-
phone calls. No record is made of the taxpayer's name,
address or social security number except where, at the
taxpayer's request, a follow-up telephone call must be
made "
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Question 10: The Service has put a great dzal of money and effort into the
taxpayer service program. Why not stand behind it? For
example, in October, 1973, the House Government Operations
Committee released a report (93-600) which, among other things,
recommended that:

The TRS hold itself bound by whatever services the
Taxpayer Service Representative is authorized to
perform for the taxpayer and clearly indicate to the
taxpayer what the boundaries of those authorized
services are. The IRS cannot succeed in persuading
taxpayers to utilize and rely on the assistance of
TSR's if the Service itself refuses to rely on such
assistance.

Could you comment on this proposal?

Reply: TSR's accept the statements made to them by taxpayers without
substantiating receipts, records, etc. They do not, nor are they
required to, perform an audit or examination of returns which they
assist in preparing. The TSR's will, however, bring to the tax-
payer's attention any items claimed on the return which are clearly
not allowed by law as constituted. Taxpayer Service is not intended
to be an audit or enforcement function.

To avoid any possible taxpayer misunderstanding over present
policy and the nature of IRS assistance, a disclaimer has been
prepared for posting in IRS offices, noting that returns prepared
with IRS assistance are subject to mathematical verification and
to audit in the same manner as all other returns.

Question 11: Why, despite increasing assistance being offered by IRS, do about
50% of the taxpayers still turn to private preparers? Have you
conducted a survey? 1t may be that the public views the IRS as
an enemy, does not believe that you will volunteer information
about deductions, etc. It might be wise to conduct a survey of
1,000 taxpavers who use private services and ask them why? It
may be that you are throwing money into taxpayer services -- and
will never get a higher rate of utilization.

Has any consideration been given to separating Taxpayer Services
into a separate agency -- a sort of ombudsmen -- which might be
Tocated in Post Offices or Social Security offices -- and which
would be identified in the public mind as an agency which will

go to bat for the taxpayer with the IRS -- rather than being part
of IRS?

57-236 O - 75 - 7
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There is no simple answer to the question as to why tax-
payers turn to private preparers, but information available to
us does not support the idea that the Service is viewed as the
enemy.

After the last filing period, some 14,000 randomly selected
taxpayers were surveyed about the IRS Taxpayer Service Program.
Among those who indicated they knew IRS taxpayer assistance was
available but did not use it, only about 7.5 percent gave as
their reason that they would "rather get help from someone other
than IRS." Surveying taxpayers who used only private services
is an interesting concept which will be considered for a future
survey.

Rather than separate Taxpayer Service into a separate ombuds-
man agency, we have concentrated our efforts on improving the
effectiveness and efficiency of the taxpayer service provided by
IRS. We believe a truly high-quality Taxpayer Service Program
can be achieved within IRS, and we are directing our efforts to
this goal.

Specifically, we have taken the following actions, among
others, to enhance the Taxpayer Service Program:

1. nearly doubled the number of Taxpayer Service employees;

2. extended the length of training and upgraded the content
considerably;

3. put into effect the nationwide toll-free telephone system;

4. established the new district organization, giving Taxpayer
Service equal status with the other functions and increased
visibility to the taxpayer;

5. activated about 300 temporary locations to offer taxpayer
assistance; and

6. assigned to Taxpayer Service nearly 900 bilingual employees
available for filing period assistance.

We think the Service's efforts are beginning to pay off.
About 90 percent of the taxpayers surveyed who used our taxpayer
assistance found it helpful and the number of taxpayers who use
our assistance inc¢reases each year.
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New initiatives are being pursued to further strengthen
the Taxpayer Service effort. We are developing procedures to
make clear to the taxpayer that the Taxpayer Service district
organization is the focal point for receiving and resolving
taxpayer problems not resolved through existing procedures.

We are also considering establishing a Problem Resolution
Service to provide a focal point for the receipt and resolution
of taxpayer problems not resolved through existing procedures.
This should afford a greater opportunity to improve our assis-
tance and be more responsive to taxpayers with serious problems.
As this consideration becomes more substantive and firm, we
will inform the Subcommittee as to its organization, procedures,
and operations. -
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In testimony before the Senate Appropriations Committee last

Reply:

Yyear, Secretary Simon seemed to indicate that in terms of

taxpayer services

We (the Treasury) couldn't fill out all of the forms

because this would cost a tremendous amount of money.
If we attempted to f£ill out ourselves in the Internal
Revenue Service all of the forms . . . would involve

upwards of 3200 million.

Can this figure be accurate? If so, since nearly 507 of the
taxpayers pay private practitioners approximately $600 million
to £fill out tax returns, why not have the IRS fill out all
forms? It is estimated half of these forms are filled out
wrong -- yet result in the loss of about $80 million through
tax deductions. An aide to the Secretary indicated that there
has been no study of charging taxpayers for this service?
Would it be possible to provide all taxpayers with assistance
in filling out returns perhaps charge a 85 fee and then have
the Federal government guarantee the accuracy of the return?

Secretary Simon's testimony before the Senate Appropriations
Committee last year referred to an TRS projection of $270 million
for filling out all individual tax returns., This figure was
based upon actual filings in 1973. An updated estimate based
upon returns filed in 1974 would exceed $300 million. There are
studies underway which examine, in greater detail, the costs of
preparing returns by IRS personnel and the comparative error
rates of IRS versus commercially prepared returns. This effort
will also estimate the amount of income lost from the returns
sampled.

The question on the possibility of guaranteeing the accuracy
of the returns prepared is a complicated one. Those taxpayers
filing 1040A's or those filing standard deduction 1040's present
no real problems because very few supporting records are required.
On the other hand, because IRS personnel must rely on taxpayer
statements, even without substantiating receipts or records, it
is presently impossible to guarantee the validity of the deductions
reported on itemized returns. IRS can, of course, assure the
mathematical accuracy and can bring to the attention of the tax-
payer those items being claimed on the return which are clearly
not allowed by law. Taxpayer Service Representatives do not, how-
ever, perform an audit or examination of returns which they assist
in preparing. Such an approach would significantly increase the
time and costs related to providing this service.
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1t seems that a great deal of the problem of providing taxpayer

asoistance is caused by the orusn of people filing on April 15.

s a result, the IRS has to hire extra people who may not be
fully trained. There is an extra purden on the Post Office and
on all 1RS personnel. Why Tot change the tax filing date so that,

say, one sixth of the public files every montn during the first

Talf of the yesr. Or it Could be reguired, that everyone must

Tile within ten days of their birthday.

This type of idea has teen proposed before. The Service points

To a number of problems. However, Tiave you calculated how much

could be saved through reauced personnel, more accurate filings

by taxpayers and Teduction in the April 15 crush which results

in late refunds and interest payments to the public?

The Service has considered several proposals aimed at
relieving the crush of return filing uncder the present April 15
deadline. Some of these proposals involve assigning taxpayers
specific filing periods on a monthly or quarterly basis in such
a way as to spread the flow of returns throughout the year, or
at least over a substantial part of the year. Under such
proposals, the assignment of filing periods would be on the
basis of birthdays, social security numbers, surnames, Or some
similar method, with a proportional allocation of taxpayers to
each filing period. A discussion of the problems associated with
such proposals was submitted to the hearings before Senator
Montoya in July 1974 (Senate Hearings Before the Committee on
Appropriations, Internal Revenue Service, Taxpayer Assistance and
Compliance Programs, FY 1975, pp- 799-801).

The proposals that the Service has examined present problems
relating to equity among taxpayers and to administrative and
compliance complexities; however, in recognition of the potential
advantages of a system which would spread the filing of returns
over a longer period of time, we are reexamining the matter in an
effort to develop a workable proposal. The eurrent study will
include a cost-benefit analysis which will attempt to recognize
the interests of the Service, taxpayers, tax practitioners,
information return preparers, the Postal Service, etc.



Question 1l4:

98

-12-

It has been said that the most important thing we could do to

Question 15:

help the taxpayer is simplify the tax code. In 1973, the
Administration submitted a number of proposals for the simpli-
fication of individual returns. Could you provide a list of
five or six areas where we might be able to provide corporate

tax simplification?

Our first and foremost concern in this area of simplification
has been with individual, nonbusiness taxpayers, These are the
people who are in greatest need of assistance and who account for
the overwhelming bulk of the services provided by commercial tax
preparers and IRS assistors. WNext in priority would be farmers
and individual proprietors filing Schedules F and C, respectively,
Then partnerships and corporations, which are more likely to have
ready access to professional help in the preparation of tax returns
and maintenance of the related accounting records, should be con-
sidered. We have not yet had an opportunity to focus on the
specifics of corporate tax simplification, but some areas which
deserve serious consideration are: (1) the complexity of capital
gains taxation, (2) the differences in the treatment of income
deductions for corporations as compared with that for individuals,
and (3) tax treatment of foreign income.

Who is in charge of and who are the members of the IRS Tax Forms

Reply:

Coordinating Committee? What are they doing now?

The Tax Forms Coordinating Committee is chaired by Erwin H.
Schuler and is comprised of representatives from each Assistant
Commissioner's office and Chief Counsel. These individuals are
listed below:

George Bousselaire (Chief Counsel)

David Bunch (Planning and Research)

Leonard Caracciolo (Administration)

James Dillon (Employee Plans and Exempt Organizations)
David Williams (Compliance)

Raymond Lardy (Accounts, Collection and Taxpayer Service)
William Rankin (Intelligence)

Gilbert Slomowitz (Technical)

Liaison is maintained with personnel in the Office of Tax
Analysis and the Tax Legislative Counsel in the Treasury Department.
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The Tax Forms Coordinating Committee is involved in the
ongoing task of reviewing forms, form letters, notices, etc., to
make sure they will receive the maximum acceptance by the tax-
payer and permit effective control and processing by the Service.
The Committee strives to keep the forms prescribed for use by the
Service at a minimum, and to see that they are designed for the
greatest possible effectiveness. An important task at the present
time is to ensure that the provisions of the Tax Reduction Act of
1975 are properly included in the revision of forms, letters, and
notices.

Where are the most mistakes made on filing an individual and in

Reply:

filing a corporate tax return?

One of the most frequent mistakes a taxpayer makes in computing
a tax return is checking the marital status code. This error, how-
ever, is resolved in service centers' editing and perfecting of the
return, with a taxpayer contact made when necessary.

Through April 5, 1975, there were a total of 968,910 math
errors on 1040 returns detected by computer. Approximately 38.6%
(374,253) were Tax Computation errors; (e.g., using the wrong tax
table) 177,640 or 18,37 were linked to Total Deductions; 125,292
or 12.9% were Overpayment or Balance Due errors.

0f the Form 1040A returns processed through April 5, 1975,
there were 434,833 math errors, of which 239,827 or 55.2% were
Tax Computation errors; 109,852 or 25.3% were Overpayment or
Balance Due errors; and 59,645 or 13.7% were related to Excess
FICA.

This kind of information is not readily available concerning
the corporate returns since we do not routinely capture such data.
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TAX PREPARERS

The members of the Committee recently received a letter from the
National Society of Public Accountants which discussed the problem
of tax return preparers and said

"The scope of the problem is by no means diminished
today, some vears later. 1In fact, the complexities of
increasing involvement by individual state and other
Jjurisdiction entities and the emergence of certain
commercial tax preparation advertising practices are
creating new problems,"

Would you agree that the tax return preparer problem is still
serious?

Generally, compliance by return preparers has improved and
our program to deter unscrupulous preparers is geared to the needs
of each district. We are completing the third year of our program
to monitor compliance among tax preparers and we believe that our
program has had a significant impact on the voluntary compliance
and practices of the return preparer. Public awareness of our com-
pliance efforts has been heightened by the publicity we have received
through the news media, the large number of public contacts, and
tax returns audited. We recognize that some compliance gaps still
exist, and that compliance is a recurring problem among the rela-
tively small number of unscrupulous preparers who purposefully and
surreptitiously attempt to circumvent our compliance efforts. We
will continue to focus on these noncompliance areas by maintaining
the Return Preparers Program according to the seriousness of the
problem in each district and preserving the level of compliance
achieved during the past three years.

In cooperation with the Federal Trade Commission, the Service
has been able to curb false and misleading advertising abuses and
other unfair trade practices by commercial return preparation
firms. At the local district level, preparers have been contacted
to have advertising material deleted or clarified and local news
releases have been issued to correct or refute misleading informa-
tion. Flagrant and purposefully deceptive practices have been
referred to the Federal Trade Commission. Cease and desist orders
obtained by the Federal Trade Commission have had a positive
influence on the preparer industry.
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Legislative changes have also helped. One of the unfair
trade practices that was prevalent in the preparer industry a
few years ago was the preparer's failure to treat tax informa-
tion received from clients as confidential. Enactment in 1971
of Section 7216 of the IRC making disclosure of a client's tax
information a misdemeanor has effectively curbed this abuse.

Question 2: What proportion of the tax return preparers surveyed this year
have been submitting inaccurate or fraudulent returns?

Reply: Approximately 700 return preparers were contacted in 1974
through "shopping." This is a method of identifying suspect
preparers where an IRS agent poses as a client and with a pre-
determined set of income, deductions and a cover story goes to
a preparer for preparation of a return.

Of 570 hypothetical returns prepared in this manner during
the 1974 program, 157 or 28% contained what appeared to be indi-
cations of possible fraud. These hypothetical returns were not
actually filed, therefore could not be used- as evidence in a
criminal action. However, suspect preparers were identified in
this manner. Returns prepared by suspect preparers and filed by
client taypayers were subsequently screened for examination.
Based on these examinations and preliminary criminal investiga-
tions of actual returns prepared by the suspect preparer and
filed by the client taxpayer, approximately 50% of the 157 cases
were closed for lack of potential as criminal cases. The remainder,
about 14% of the "shopping" cases, are currently under investigation
or have been recommended to the Justice Department for prosecution.

Question 3: The 1973 Annual Report of the Commissioner stated that "between
January, 1972 and June 30, 1973, the Intelligence Division filed
complaints, arrested or obtained indictments against 420 tax
return preparers. By the time of the 1973 report, 209 preparers
had either been convicted or pleaded guilty." What has been the
action since the 1973 report?

Reply: Since June 30, 1973 an additional 154 preparers have been
either convicted or pleaded guilty. As of December 31, 1974 the
inventory of criminal actions pending indicates 38 have been
indicted and await trial, 93 cases have been recommended for
prosecution and 79 are still under investigation.
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Status of Criminal Actions as
of December 31, 1974

FY 1972 FY 1973 FY 1974
Program Program Program Total

Convictions or Guilty Pleas 275 88 - 363
Acquittals & Dismissals 37 30 - 67
Pending Trial (Indictments) 22 15 1 38
Total Criminal Actions 1/ 334 133 1 468
Prosecution Recommended

and Pending 9 54 30 93
Open Investigations 1 12 66 79
Investigations Closed for

Lack of Potential _342 318 74 734
Total Investigations 686 517 171 1,374

1/ As of December 31, 1974, many 1973 and 1974 cases had not
progressed to Indictment and Trial status.

Audit of Returns

FY 1972 CY 1973 1/ CY 1974 1/ Total

Completed Examinations 195,156 121,832 39,797 356,785

Total Additional Tax and
Penalties Recommended $38.4 M $24.7 M $9.0 M $72.1 M

1/ -As of January 31, 1975

Question 4: Is it true that you are having a more difficult time winning
‘these cases now? Under the Consolidated Program Tax Return
Preparers, 1972-1974, there has been a real fall-off in trial
successes. For example, in 1972, you obtained 275 convictions
and 37 acquittals. In 1973, however, you obtained only 88
convictions and lost 30 cases.

Reply: There is more difficulty in achieving successes in the Return
. Preparers Project now than in the earlier stages of the project.
As of December 31, 1974 the number of successes realized per
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assignments initiated in each of the program years 1972, 1973

and 1974, was 275, 88 and 0 respectively. Actual successes
realized in each of these calendar years, respectively, was

115, 191 and 57. The "fall-off" in statistics from 1972 through
1974, however, resulted in large part from the overall success

of the project. There was increased awareness by the public to
the problem of returns preparation and there was improved com-
pliance by the preparers themselves, many of whom made abrupt
changes in the tactics they used in preparing fraudulant returns.
This created new problems for us in identifying suspect preparers
and new fraud patterns. Consequently, criteria for making these
identifications, case assignments and prosecution recommendations
were progressively tightened for these years. We .are now more
selective in all of these areas as evidenced by the following:

Calendar Year

1972 1973 1974

" Case assignments made 686 517 171
Cases closed for lack of criminal

potential 342 o318 74

Open cases 1 12 66

Question 5: Last vear, in considering tax reform legislation, the Ways and
Means Committee tentatively adopted a proposal to regulate tax
return preparers. This provision did not pass. Would it help
the Service and protect the public if we tried to pass this
provision on an emergency basis? 1f the Service would indicate
a need for this provisiom, we might be able to obtain its con-
sideration as a separate bill under Suspension of the Rules in
time for next year's tax season.

Reply: The Service continues to favor legislation along the lines
of the aborted Tax Reform Act of 1974, which contained the
Administration's recommendations for regulating tax return
preparers, and hopes Congress will see fit to enact these pro-
posals into law.

We are particularly interested in the civil penalty sanctions.
These included a $100 civil penalty for each case involving negligent
or intentional disregard of rules and regulations and a $500 civil
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penalty for each case involving willful understatement of lia-
bility. The existing penalty structure does not provide an
appropriate deterrent for unscrupulous preparers or for tax-
payers who utilize their services., The only sanctions available
under present law are the criminal provisions -- principally
Section 7206(2) of the Code -- which make it a felony to will-
fully aid or assist in the preparation of a false or fraudulent
return, and which impose fines of up to $5,000 and imprisonment
of up to 3 years, Criminal prosecution of preparers is an
extremely difficult and costly deterrent. There is a need for
civil sanctions that are less severe and easier to administer
than criminal penalties. Conceptually, the proposed penalties
would resemble the civil negligence and fraud penalties imposed
by Section 6653 of the Code for underpayment by the taxpayer.

If the legislation is passed, it would be our intention to
apply a penalty only in situations where there is a clear-cut
pattern of abuse by the return preparer., A penalty would not
be asserted where the understatement is due to bona fide dif-
ferences in judgment or technical interpretation between the
pPreparer and the Service, or where the understatement is caused
by inadvertent errors in computation. Moreover, preparers will
not be charged with duties of care as extensive as that imposed
upon taxpayers; thus, preparers will not be expected to ccllect
all relevant facts if the taxpayer does not furnish them or to
verify those that are furnished.

What is the status of the IRS master computer file on tax return

Reply:

preparers?

The computer file of preparers has been discontinued in view
of high maintenance costs in relation to the benefits derived.
The prime cost involved the identification and preparation for
input to the computer file of preparers’' names and identifying
numbers from the 40 million returns prepared by someone other
than the taxpayer. The data file was designed to permit computer
identification and saturated audit coverage of returns prepared
by any preparer suspected of noncompliance. We believe that
selective screening and "shopping" of preparers identified by
our regular examination programs at the local district offices
and a random sampling of preparers will maintain compliance at
a lower cost,

Frta) S P
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Question 7: In November, 1974, the FTC took two actions against tax return
preparers for improper advertising. Have you referred any
advertising cases to the FTC this year?

Reply: We have made one referral during the current filing period,
a potential violation of a cease and desist order previously
obtained by the Federal Trade Commission against a commercial
tax preparer.
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Exhibit A

Departmient of the Treasury / Internal Revenue Service / Washington, D.C. 20224

Commissioner
June 28, 1974

Dear Taxpayer:
I would like to ask for your help.

The Internal Revenue Service would like to know more about
the problems that taxpayers have in filling out their income tax
returns and the kinds of assistance they neede We would very
much appreciate your taking a few minutes to fill out the enclosed
questionnaire and returning it in the postage-paid envelope.

Please understand that your name was chosen completely at random.
We do not want you to sign the questionnaire, and we will have no way
of knowing which completed questionnaire is yourse What you say will
be combined with the views of all the others in the survey to give us
a statistical report that will not personally identify you or any
other individuals

There is certainly no obligation for you to fill out the ques—
tionnaire if you do not wish to do so. Since the questionnaire is
being sent to only a small number of taxpayers, however, it would
be very helpful if we had your views.

Thank you for your help.

Sincerely,

Dot . Alipirstin

Commissioner
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IRS provides tox help in many differert wavs, Soms of
these you may hiva nown 82out anc used, othe s Yy
may 0ot have used of 0 NOt kNow wire avarlavie,

Please answer 85 many of the following questions as
apply to you

(A) At the time you preparnd your tax return this vear
{or had it preparea), it you know [RS offered
toll-free tax halp by relephone?

1 {J Yes
2 T3 No (Skip to Questicn F}

(R} How gid vou 0 cut about this free teiephone
tax Servica?

1 ] Friend, reightar

2 (] Radio

3 (] Tax form instructions
4 [ Employer, union

§ [ Newspaper, magazine
eV

7 [] Don'tracali

8 [} Cther (explain)

(C) Within tho pest two y2ars, 2avs you teiech ned
IRS 1o 88k 3 tax question?

1 (3 Yes
2 (T} Ne(Skip to Question E}

(O

How helpfui was the answer ycu receivsd (0 your
question?

1 (7] Very helpful

2 [] Semewhat hetptul

3 [ Notbe'pful

4 [T i was not abix to complate Ty call,

Skip to Questeon F. .
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Taxpaysr Opinion Sarvey

{E} Why have you nat used this telepnane tax assis
ance during the past two yeoars?

1 [ | Thers was no nwed to

2 [T] My question seemac 100 comphicated T2
ask by phone

3 [ ttdidn't occur to me o call
4 [T 1didn’t have the talephone number

§ [ 1 would rather get heip from semeone othe
than RS

6 {3 Other (Piease explain: use ast page i
more space is needed,)

(F) At the time you prepared your tax return Has o«
{or had it prapared, did you know 183 wouls
answer tax Suestions for (3XpAYCrs wno Vs et
an IRS office? -

1 [ Yes
2 [T} No (Skip to Question M)

{G) How did vou find cut that IRS crovides na's w ¢
tax QueSHIoNs for 13xXPavers wha vinit a0 A3
oftice?

1 ] Friend, neighbor

2 (C] Radio

3 [ Tax form instructions
& [ Emoloyer, union

§ {] Newspaper, megazine
6 {1 Tetevision

7 [ Don’tRecall

8 ] Other (Explain) __

(H} Have you visited an RS oifice within the nast
two years to get nalp w.th 4 tax questron (not
just to pick up & form nc pubiication) ?

1 (3 Yes

2 [} No (Skip to Juestion L}
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How would you describe tha attitude of the IRS
amployas from wham yi sougnt help?

1 [ | Friandly, courtanus
2 | | Unlriendly, discourtouus
3 (] Don'trecait

How helpful was the IRS employee you tatked to?

(L]
1 [ Very heighul
2 [] Somewhat heiptul
3 7 Not helpful
K} Within the past two vears, have you had an iRS
employee actually fill cut your return for you?
1 {7 Yes, fitted out part of it
2 ] Yes, filled out atl of it
3 ] No
Skip to Questicn M,
{L} What is ycur reasan for not having visited an 185
office for tax help within the past two vears?
1 {3 There was no need to
2 ] The IRS office location is inconvanient
3 [ t dic not know whera the office is focated
4 ] The iRS office hours are not cenvenient
S [ twould rather get heip from somenan other
than RS
€ {1 Othor (Plesse expisink use lzst paga if
mora spece is needed)
(M) Within the past two ycars, have you used eny tax

(other than the instrucs

informaticon pub
i tax foemy 2

tions that coms

1 (] Yes, 1RS publicationis}

2z Yes, commercial {nenegovernment)
publication(s) (Skip t9 Guestion O}

3 [ No(Skip tc Questicn O}

4

9.4

8.9
14,0

4.7
15.8
1.8
9.7
16.4

34.9
65.1

50.3
9.7

47.0
T 7.9
3.5
1.3
20.1
17.2
3.0

89.8
5.0
5.2

N}

to!

4]

How did you t:ad our that IRS tax information
publications are available?

1 [} Friend, neighbor
2z
3

Radlo

Tex form instructions
Employer, union
Newsnaper, magsazine
Television

Don’t Recaitl

Other {Explain)

o0ooooo

What tax form did vou file this year?
1 (7] 1040A (short form)

2 [] 1040

Did you itemize your deductions or take the
standard deducion?

1 [ tremized decuctions

2 [[J Starcard deduction

Who prepared your tax return this year?
1 [ Myseif

2 [T Family Merber, Relative

3 ] Neighbor, Friend

4 {J RS Office
5 [C] Lawyer, Accountant
6 [} Commercial Tax Service

7 [ Other (Pisase explaint

)

Did you receive your tax forms in the ma:l ths
year?

1. Yes
2 ] Yes, but 1 had to use a ditferent form

3 [ Ne



% Very Somewhat Not Very

8} If you need them, is it convenient for you to get
Helptut Helptul  Hetofor

mexs of g:tferent tax toems?

£3.0 1 (] Yes - . @ (3)
25,1 2 [ } Don'tKnow =1 have not neaded to 3. Increase emphasis on [ ] [}
providing toll-free -
u.s 31 1o tolophone ass:stence 44,2 38.3 17.5
(T Wiat is yinr approximate yearly income? 4. Expend tax education C’ [} 0O
16.4 1 [T under $5,000 programs in scnools 56.1 29.3 b
30.7 2 [T $6,000 to 59,999 s. :'sgsd::cid':'?;;' [P fasi}
Lb.Y 3 [T $10,000 10 624,999 :’:"’i;:‘:e":u :’”""‘-95 50.9 37.5 1.6
6.5 4 [ 625,000 or more &, Simplify instructions O ] ()
and tax information
{U}  How would you describe the area in which you publications 80.7 15.7 3.6
—r .
e 7. Actually prepare re- O jwal ]
4.1 1 {7 Urban tio 2 city or large town) turms for oS BV 2.0 35.9 29,2
. . .
w2.4 2 [ Suburban {within normal commuting 8. Provide more Question- 1 o=} ]

Answer type columns

. in magazines and 38.7 38.8 22.5

distance of a city or large town)

16.5 3 (733 Rural (not in 8 city, large town, of their newsapers
suburbs)
9, Set up temporary 1PS ] jom} [}
oftices for tax
assistance cuirg e 61,5 28,0 10.5
(V) What kinds of improvements in taxpayer service fiting period shop-
do you think I8S should Ty to make in order to ping centers o other
best help taxpayers like yourself? convenient focations
{Mark for each item whether you believe it wauld 10. Cther {Use the space (] o O
below and any

be *very helpful,”* **Gomewnat helpful,”” or “not

very helpful,’’} additional space

necessary to o'fer
any suggestions for new 10.7
o improved services
. IRS might provide to
(U] T [&)] help tsxpayers.)

1, Develop aids to ] ] a

Very  Somewhat Not Very
Heloful Helpful _Heloful

simplily tax-related
recordkeeping during 64,2  27.5 8.3
the year _—

2. Work with state o 0O [}
officials to provide both

assistance in the same
office or tocstion _—

fedoral and state tax 51.6 32,0  16.4

57-236 O - 75 - 8
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. . Attachment 1
Taxpayer Opinion Survey
.
RESPONSE BY LOCATION OF RESIDENCE These questions shouid be answered by the taxpayer or
tamily manter whe [repsred tie year's tax return,
1t aoxtmonus tote 1 Yo by prapared yoor tnten for
Urban Suburban Rural Frms, W Wik b 0 et Sibwers 10 thaan QuloTixg,
(41.2%) (42.4%) (16.4%) o these ol the (21600 wihio rapered Ui (star, 1t
wdb Fl eletisary 1or you 10 file a tax retutn this yeor,
(1) "Not necessary to file this year..." podse check th5 D2x | | and return the Questionnane
n ine enclosed enveiope,
1.3 1.4 - - 1.7 e e e e
IRS provides tax heip in many different ways, Some of
these voL may have known about and usad, others you
may nct have used or did not know were availatie,
: Please answar &8s many of the following questions as
2pply to you
(a) [Al At tne time vou prepared yow tax retusn this year
for hac it greparec, did you kuow RS offered
1oll-free tax help by telephone?
1
1 61.0 62.6 60.9 I
2 39.0 37.4 39.1 2 ] NofSkip to Guestion )
(B) : (B} How did you fina cut about this f-ee 12iepnone
18x service?
1 6.8 5.4 4.4 1 [ Frienc, neighbor
2 22.1 25.6 21.6 2 O3 Radio
3 23.6 23.6 19.9 3 [ Tax form instructions
4 1.6 0.9 1.4 4 T} Employer, union
5 25.1 24.2 20.8 5 {7] Newspaper, magazine
6 44.5 43.6 51.5 6 1 v
7 10.0 8.3 7.2 7 {7 Dom'trecall
8 4.9 5.0 3.8 8 7] Otner (explain) _ —
(C) {C)  Within tra pest two vears, have you teiepnonea
IRS to ask a tax guestion?
1 33.8 36.6 27.9 1 73 Yes
. ;
2 66.2 63.4 72.1 2 ({22 Mo (Skip to Question E
(D) (D} How nelpful was the answer you received. 10 your
quastion?
1 57.5 53.1 52,9 ) 153 Very hetpful
2 29.6 33.0 36.5 2 (77 Sommwhet helghul
3 8.5 9.8 8.8 3 (7 Not helpfut
4 4.4 4.1 "'8_ . 4 1 1 was not able to complete my call,

Skip to Question F,
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Urban Suburban Rural
(E) (E)  Why have you not used this telepnone tax assist-
ance during the past two years?
1 70.4 69.0 62.2 1 | | There was no need to
2 6.0 5.9 8.0 . 2 (71] My question seemod too complicated to
ask by phone

3 5.1 3.4 7.7 3 [J 1t didn’t occur to me to call

1.2 1.6 2.9 4 [ 1 didn't have the telephone number

5.3 - 8.0 6.1 S () 1 wauld rather get help from someone other

. . than RS
6 16.8 17.3 20.3 6 [T] Other (Please explain; use last page if
) more space is needed.)

(F) (F) At the time you prepared your tax return this year
(or had 1t preparedi, did you know 185 would
answer tax questions for taxpeyers who visited
an IRS office?

1 84.0 85.3 76.4 1.0 Yes
2 16.0 14.7 23.6 2 [T No (Skip to Guestion M)

(G) (G) How cid you find out that IRS provides help with
tax questiors for taxpayers who visit an iRS
office?

1 12.9 10.7 10.1 1 [ Friend, neighbor

2 17.3 20.9 17.4 2 [ Radio

3 24.2 24,5 21.8 3 [J Tax form instructions
4 1.8 1.8 2.1 4 [ Employer, union

5 22.9 211 19.1 6 ) Newspoper, magozine
6 31.5 32.0 34.8 6 [ Television

7 14.6 14.7. 13.5 7 (] Don't Recall

8 10.1 8.9 9.4 & ) oter

(H) (H) Have you visited 8n IRS office within the past
two years to get help with a tax question (not
just to pick up a form or publication) ?

1 14.1 12.3 12.3 L ves

2 85.9 87.7 87.7

2 [7] No (Skip to Guestion L)
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Urban Suburban Rural
90.1 86.0 §9.6
5.8 9.0 8.5
4.1 5.0 1.9
66.0 54.0 60.4
27.6 33.8 27.4
6.4 12.2 12.2
10.2 7.0 5.5
6.7 6.1 6.9
83.1 86.9 87.6
69.7 .68.1 59.7
s. 8.3 13.2
2.6 3.8 10.2
6.2 6.6 6.3
7.7 8.5 7.6
15.8 14.4 15.5
18.5 22.8 18.1
12.0 15.4 10.9.
72.8 66.9 74.0

How would you describe the antitude of the IRS
smployee from whom you sought help?

1| | Friemdly, cowtoous
2 | | Unfriandly, discourteous
3 [_7) Don'trecsll

How helpful was the IRS employee you talked to?

8]
1 [J Very helpful
2 [J Somewhat helptul
3 [J Not help‘ful

(K) Within the past two years, have you had an IRS
employee actuaily filt out your return for you?
1 [J Yes, filled out part of it
2 [ Yes, filied out alt of it
3 [J No
Skip to Question M,

(L) What is your reason for not having visited an 1RS
office for tax heip within the past two years?
1 [J There was no need to
2 [] The IRS office location is inconvenient
3 [ 1 did not know where the office is located
4 [ The IRS office howrs are not convenient
5 [ 1 would rather get help from somecne other

than IRS
6 [] Other (Please explaini; use last poge if
more Space is needed)
(M} Within the past two years, have vou used any tax

information publications {other than the instruc-
tions that come with your tax form) 7

1 [ Yes, IRS publication(s)

2 ] Yes, commercial {non-government)
publication(s) (Skip to Question G)

3 [J No (Skip to Question 0}
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Urban

11.2
8.5
42.2
3.9

16.7
15.6
10.4
15.9

37.5
62.5

47.2
52.8

46.8
7.6
3.5

1.7
20.4
17.4

2.6

89.7

4.9
5.4
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Suburban Rural
8.2 8.1
8.7 10.5

47.4 39.9
4.6 6.5

14.4 18.1
13.0 19.4
9.5 8.9

16.2 17.7
30.6 39.2

69.4 60.8

55.9 44,1

44,1 55.9

49.7 41.5
8.4 7.8
3.2 4.5
0.9 1.5

18.2 23.2

16.7 17.5
2.9 4.0

90.2 89.8
5.0 5.5
4.8 4.7

N}

(0

[14]

{al

How ¢1d you tind out that 195 tax information
pubtications are avaiiaole”

1 (] Friend, neighbor

2 (7] Radlo

3 [3 Tex form instructions
4 [] Employer, union

5 J Nexvspapér. magazine
6 3 Television

7 {Z] Don’t Recall

8 ] Ctber (Explain) o

What tax form did you file this year?
1 {3 1040 {short form)

2 [ 1040

Did you itemize your deductions o take the
standard deduction?

1 T3 Iltemized deductions

2 {3 Stendard deduction

Wno prepared your tax return this year?
1 T Myself

2 ) Family Men‘ber, Relative

3 {7 Neighbor, Friend

4 [J 1Rs Office

§ ] tawver, Accountant

& [] Commercial Tax Service

7 [ Other (Please explain)

Did you receive your tax forms in the mail this
year?

1 [ Yes
2 [ Yes, but { had 10 use s different form

3 [ Ne
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. . Urban Suburban Rural
) s
1 65.6 62.7 57.8
2 23.8 24.9 28.5
3 10.6 12.4 13.7
(T) m
1 17.3 12.9 22.0
2 33.4 26.6 34.3
3 42.9 52.5 40.5
4 6.4 8.0 3.2
(1)) w
1 100.0 0.0 0.0
2 0.0 100.0 0.0
3 0.0 0.0 100.0
W) v
VH -- Very Helpful
SH -- Somewhat Helpful
NH -~ Not Very Helpful
1
VH 64.8 64.5 61.7
SH 27.9 26.8 28.8
) NH 7.3 8.7 9.5
VH 52.3 50.9 52.2
SH 31.7 32.4 32.0
NH 16.0 16.7 15.8

1l you recd them™, 15 it convenient for you 10 get
more or different tax forms?

1] Yes
2 [} Don’t Know = | have not needed to
a1 | Ne '

What is your aproximete yaarly income?
1 [T Under $5,000

2 [ $5.000 10 9,399

3 [ $10,000 to 524,999

—

4 7 825,000 or more

How would you describe the area in which you
live?

1 [ Urban tin a city o large townt

2 171 Suburban {within normal commuting
distance of a city or large town)

3 [ Aural tnot in a city, large town, or their
suburbs)

Wwhat kinds cf improvements in taxpayer service
do you think IRS should Ty to rmake in order to
best help taxpayers like yourseif?

(Mark for each item wrether you behieve it would
be **very he'pful,” **somewhat heipful,” or *not
very helpful,’”)

Very Somawhat Not Very!

Helpful Helptul  Haiztul

1] 2) 3
1. Deveiop 3i0s to (Y] s} a
simplify tax-related
recorckeeping during
the year
2. Work with state ] . 3

otficisls to provide both
Federal and state tax
assistance in the ssme
office or iocation
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Suburban Rural
Vey Somewhst Mot Very
Hetotul puiptvl  Hetotol
[ @ (3)
ég .g gg '2 3. Increase emphasis on 1 - [
17 * 8 . roviding toth-tree
* 15.6 telophone assistance
56.3 55.1 4, Expand tax education O e}
28.8 29.7 programs in schools
14.9 :
15.2 5, Provide additional [ o]
49,7 47 .5 assistance :n IRS
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ESPONSE BY INCOME CATEGORY R
Under $5,000- $10,000~ $25,000
$5,000 $9,999 $24,999 or above
€16.2%) (30.6%) (46.6%) (6.5%)

i) "...not necessary to file this year..."

2.0 1.6 1.2 0.1

A)

1 50.3 59.5 66.2 69.3
49,7 40.5 33.8 30.7

.B)

1 8.2 5.2 5.9 4.8

2 20.4 21.7 25.5 21.9

3 24.5 21.3 23.9 22.7

4 0.6 1.3 1.3 1.2

5 19.8 19.7 26.5 31.9

6 44,1 47.7 45.4 36.7

7 7.3 7.4 9.5 12.7

8 6.5 4.4 4.3 6.8

c)

1 27.9 29.6 37.7 41.7

2 72.1 70.4 62.3 58.3

(D)

1 64.2 59.9 52.7 42.3

2 25.6 28.7 33.7 40.4

3 5.8 8.0 9.7 13.5

4 4.4 3.4 3.9 3.8

Attachment 2

These (uestions should be snswered by the taxpayer or
tamily nwrrtior who (repared thie yeo e tax return,

U aimrmone oo your tamily propnred your totwn for
yrais wo Wil bing You e BNewots 10 oy Quastiing,
st thse uf the (1600 Wi rappred the raturn,
was Aut recessaly [or you 1o 1118 a tax return this yeer,
please cneck this box [ 1 and return the questiornasre
in the 8nclossd envelope,

s e s e e

RS provides tax help in many different ways, Soma of

these you may have known anout and used, others you
may not have used or did not know were available,

Please answer' s many of the following questions as
apply to you

(A} At the time you prenared your tax raturn tris year
{or had it prepareas, did you know IRS offered
toll-free 1ax help by teilephene?

1 (] Yes
2 {3 No (Skip to Question Fi

(8)  How did you find out about this frew telephone
tax service?

1 [ Friend, neighbor )
2 (3 Radio

3 [T} Tax form instructions
4 7 Employer, union

5 [ Newspaper, magazine
8 TV

7 [ Don’t recali

8 [] Other {explain}

(o

Viithin the past twe vears, have you teluphoned
IAS to ask 3 tax question?

1 {7 Yes
2 () No(Skip to Question E)

(D) How helpful was the answer you received to your
question?

1 [:' Very halpful

2 [ Somewhst helpful

3 [T Not helpful

4 [ 1 was not able to complete my call.

Skip to Question F.



E)

F)

G)

W N P WN

1)

117

Urider  $5,000- $10,000- $25,000
$5,000 $9,999  $24.999  or above
77.2 68.4 67.3 56.6
3.6 7.5 6.0 8.6
4.1 6.4 A 1.3
1.5 2.1 1.6 0.0
4.6 4.6 7.5 (’13.?
14.2 16.6 18.8 24.3
72.8 79.8 88.0 93.9
27.2 20.2 12.0 6.1
15.6 12.5 10.5 6.1
15.3 17.4 20.7 20.1
23.6 22.3 25.4 23.4
1.1 2.3 1.9 0.9
17.3 18.4 23.9 25.5
31.9 33.6 32.5 24.0
10.4 13.1 15.0 22.8
12.3 8.5 8.9 12.2
14.2 13.2 12.7 13.9
85.8 86.8 87.3 86.1

{E) Why have you not used this telephone tax assist-

ance during tha past two yours?

1 | j There was no need t0

2 {_J My question seemed too complicated to
ask by phone

3 [J it didn’t occur to me to cali

4 [] 1didn't have the telephone number

5 [ | would rather get help from someore Gther
than (RS

6 [T} Other (Please explain; use last page if
more space is needed.}

(F} At the time you prepared your tax return this year
tor had it penared, aid vou knew RS would
answer tax questions for 1anpav2s wha vesited
an IRS office?

1 (] ves
2 [T NoiSkip to Quastion M}

(G} How did you find out that iR3 provides h2id with
tax questions for taxpoyers wito visit an (RS
office?

1 ] Friend, neighbor
2 (7] Radio
3 [ Tax form instructions
4 [ Employer, union
§ [J Newspaper, magazine
6 [ Telovision
7 [ Don't Racall
8 [] Other (Explaint ____
(H) Have you visited 8n IRS office within the past

two years 1o get help with 3 1ax Guestion (not
just to pick up & form or putlication) ?

1 ] Yes

2 [1 No {Skip to Question L)



<~

I SV ST S

0

[\

118

Under  $5,000- $10,000- $25,000
$5,000  $9,999  $24.999 or above
91.3 86.4 87.6 91.6
5.2 7.5 8.7 4.2
3.5 6.1 3.7 4.2
69.3 66.8 54,2 44.9
22.8 25.0 35.1 .40.8
7.9- 8.2 10.7 14.3
17.1 9.1 5.6 0.0
15.8 7.1 3.6 0.0
67.1 83.8 90.8 100.0
73.5 69.1 65.8 58.9
6.4 7.7 8.9 5.6
5.1 5.7 3.5 1.9
3.8 6.8 7.3 3.7
5.5 6.1 9.0 15.2
13.7 14.4 15.2 22.6
11.9 13.7 25.3 36.2
6.6 6.4 17.0 35.1
83.2  81.0 63.0 43.4

oy

[N)]

{K

[{8)

Mo woald you dascrie the attitude of the IRS
arniiliyes from whom you sought heip?

1| | Friandly, comntnnus

2 (. | Unfriandly, discourtoous

3 [ 7] Don'trecall

How helpfut was the IRS employee you tatked to?
1 [ Very belpful

2 [ Somewhst helpfu!

3 [ Not hetpful

Within the past two years, have you had an IS
employee actuaily fili cut your return for you?

1 {7 Yes, filled out part of it

2 [ Yes, filled out all of it

33 No

Skip to Question M,

What is your reason for nct having visited an IRS
office for tax halp within the past two years?

1 There was no need to
2 The 1RS office location is inconvenient

3 1 did not know where the office is located
4

The IRS oftice hou's ae not convenient

Daoo0aan

)

i would rather get help from someone other
than IRS

[ Other (Please expiaint use last page if
more space is needed}

(M)

Within the past two vears, have you used any tax
information publications {other than the instruce
tions that come with your tex form) 2.

.1 [ Yes, RS publicationts)

2 [7) Yes, commercial {(non-government}
publicationis} {Skip to Question O}

3 [J No (Skip to Question O}
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- Under  $5,000- $10,000- $25,000
$5.000 $9.999  $24,999  or above
12.4 11.9 8.0 7.6
8.9 11.4 8.2 6.3
30.2 39.1 49.0 51.4
2.5 3.8 5.5 4.9
14.9 16.2 15.6 16.0
16.8 20.2 12.9 9.7
11.4 8.8 9.5 10.4
22.8 14.4 15.2 18.8
67.9 50.7 18.1 1.1
32.1 49.3 81.9 "98.9
15.8 31.7 67.7 92.9
84.2 68.3 32.3 7.1
42.6 44,2 50.9 48.2
20.0 9.3 3.9 0.6
5.5 5.2 2.3 0.0
.3.0 2.0 0.5 0.0
12.3 18.1. 20.3 43.1
13.3 17.7 19.5 6.4
3.3 3.5 2.6 1.7
88.3 88.7 90.7 92.5
3.8 4.7 5.6 6.4
7.9 6.6 3.7 1.1

(N} How did you find out trat 135 tax informatisn

(Ol

(P}

{a

puplications are avalavie”

1 [[_] Friend, neighbar

2 [T} Radio

3 ] Tex form instructions
4 ] Employer, union

5 [} Newspaper, magazine
6 [ Television

7 ] Don't Recall

8 [] Other lai

What tax form did you file this year?
1 [3 1040A (short form)
2 [ 1040

Did you itemize your deductions o« take the
standard deduction?

1 [J ltemized deductions

2 [ Standard deduction

Who prepared your tax roturn this year?
1 [ Myself

2 [ Family Member, Relative

3 [ Neighbor, Friend

4 [ RS Office

5 [] Lawyer, Accountant

6 [] Commercial Tax Service

7 [ Other (Please exptain)

(R

Cid you receive your tax forms in the mail this
year?

1 [ Yes
2 [ Yes, but | had to use a different form

3 [ Ne
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. Under $5,000- $10,000- $25,000
$5,000  $9,999 $24,999  or above IS If you need them, 15 it convenient for you 1o get

(S‘) more or different tax forms?

1 56.7 59.3 66.8 - 70.6 1L Yes

2 32.2- 28.9 21.3 15.7 2 [ ) Don't Know — | have not needed to

3 11.1 11.8 11.9 13.7 31 I Ne
(T) (T What is your approximate yearly income?

1 100.0 0.0 0.0 0.0 1 ] Under 85,000

2 0.0 100.0 0.0 0.0 2 (] 95.000 10 89,999

3 0.0 0.0 100.0 0.0 3 [T] $10,000 to 524,399

4 0.0 0.0 0.0 100.0 4 [ 525,000 or more
(U) (U) How would you describe the area in which you

. tive?
1 44,0 44.9 . 38.0 39.9 1 [] Urban (in a city or large town)
2 33.6 36.7 47.7 52.1 2 [ Suburban (within normal commuting
. distance of a city or iarge town)
3 22.4 18.4 14.3 8.0 3 [ Rural (not in a city, large town, or their
Suburbs)

V) (V] Wnat kinds of improvements in axpayer service
do you think IRS shoul¢ Uy to make in order to
best help taxpayers like yourself?

VH -- Very Helpful (Mark for each item whether vou beiieve it would

SH -- Somewhat Helpful be “*very helpful,” **somewhat helpful,’* or *“not

NH -- Not Very Helpful very helpful.’)

Very Somewhat Not Very
Helptul Helpful Heloful
1 m 12) 3)
_VH 63.2 62.7 64.8 67.9 1. Eer:ellgsf;:s';?md ) a a
SH 29.5 29.8 26.8 19.3 rocordkeening during
NH 7.3 7.5 8.4 12.8 tayay e o
2 2. Work with state o] ] O
VH 58.6 57.3 47.5 36.7 officials to provide both
SH 30.1 30.9 33.8 29.7 Federal and state 1ax
NH 11.3 11.8 18.7 33.6 e e ™
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* Unider $5,000-  $10,000- $25,000
$5,000 $9,999 $24.,999 or above | Verv Somawhet not Very

Helpful Heictui Malof.!

m ] 3}
54.1 50.0 39.0 29.4 % increaso emppesis e 3 = O
3.8 33.5 i3 38.8 T lepmons asstance
' . . Expand tax edi ion ]
S8 393 3o 1 prtetsbrbraraii
11.9 11.7 16.3. 22.9 5. Provide additional oo o
52.7 56 .4 49.0 34.3 assistance in RS
. . . . fti in the evening
37.9 34,1 39.0 41.6 o ekt
‘ ‘ ) 24.1 6, Simplify instructions (] o (]
80.6 80.7 80.7 78.8 and 1ax information
lgg 1§19+ 15.6 17.4 publications
‘ * 3.7 3.8 7. Actually prepare re- O 0 O
g%.g gg.g gg.; 24.1 wrns for more Bxpayers
21.8 2319 32.6 Z§'12 8. Provide more Question- (1 0 O3
37.9 40.3 3.9 336 o™
23.1 22.5 21.5 27.5 e
9. Sefx up tlempcfarv 1RS — = ]
65.5 67.4 58.4 46.5 of nl:esnoc t;:rin N
270 24.0 30.3 331 P oariod 0 Shon.
7.5 3.6 11.3 20.4 ping conters or other
convenient [ocations
2.1 . . .
1 3.1 5.7 1.2 10, Other {Use the space [} ] [}

below and any
additionat space
necessary to offer

any suggestions for new
of improved services
IRS might provide to
help taxpayers.)







IRS OPERATIONS AND TAXPAYER ASSISTANCE

MONDAY, APRIL 14, 1975

House or REPRESENTATIVES,
SUBCOMMITTEE ON OVERSIGHT,
CoMMITTEE oN WaYs AND MEANS,
Washington, D.C.

The subcommittee met at 4:19 p.m., pursuant to notice, in room 2325,
Rayburn House Office Building, Hon. Charles A. Vanik (chairman
of the subcommittee) presiding.

Mr. Vanik. The committee will now be in order.

We are again pleased to have Commissioner Alexander before the
subcommittee. We appreciate the cooperation of the Commissioner
and his staff in meeting with the committee on the important matters
of the administration of the Nation’s tax laws.

I want to point out that we have been delayed, because we were
just putting through a very important piece of legislation in the full
committee. Qur work there had to be completed before we could move
to subcommittee business.

STAFF SURVEY OF IRS TAXPAYER ASSISTANCE

We are interested in a number of items related to taxpayer assist-
ance and taxpayer service provided by the IRS and others. We would
hope that today we could discuss the level of assistance being provided
the American taxpayer and the quality of that aid.

Each year various groups and newspapers test the quality of service
provided by the IRS. They submit a series of tax questions to your
service representatives and invariably receive a wide variety of
answers.

In early February I requested the subcommittee staff to begin call-
ing certain IRS local offices throughout the Nation, and pose certain
tax questions provided me by the Library of Congress. The questions
were relatively simple, the type that middle-income taxpayers might
well ask. We did not ask for a dollar calculation, only a yes or no or
whether the item in question was deductible. The staff was able to
make about 124 calls to 17 different places in that many States.

I am most concerned about the high level of wrong answers. My staff
received 32 wrong answers out of the 124 calls made. This represents
an accuracy rate of only 75 percent. In at least 20 of these 32 wrong
answers, the IRS agent did not probe for further details to clarify the
initial question.

These were not trick questions but simple questions, They contained
enough information in the initial question for a correct ruling. On 10

(123)
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occasions, questions were referred to a technician or scheduled for a

callback.

p I‘I‘O2W does that compare with your experience in the Pentagon, Mr.
ke ?

Mzr. Pige. Mr. Chairman, I would simply say that statistically if
you want a rough guess that is about 3314 percent better accuracy
than we used to get from the Pentagon.

I am not sure if Mr. Clancy would agree with me. But that is my
view.

Mr. Crancy. Noj; I wouldn’t agree with you. I received accurate
information.

Mr. Pixe. You always got accurate information ¢

Mr. Craxcy. I wouldn’t say all the time. But on a number of
occasions I did.

* Mr. Pige. On a number of occasions I did too. About 50 percent of
the time.

Mr. Vanik. Our staff was concerned about delays in encountering
an agent. In all, 31 calls were placed on hold before being connected
with an agent. These delays ranged from 114 minutes to 8 minutes.
Delays of 6 to 8 minutes were not uncommon.

I might say that we have that experience in airline reservations and
other things. We sometimes have to wait 8 or 10 minutes.

On one occasion the IRS woffice closed while keeping the caller on
hold for 1414 minutes.

However once the calls were connected with an agent, calls were only
delayed three or four times while the agent researched the answer.

Generally, despite the delays and relatively high rate of error, the
agents were found to be most courteous and helpful. Only on one or
two occasions were the agents rude or hurried. They frequently offered
to give extra information and send necessary forms to the caller.

I would also like to say that staff visits to your walk-in taxpayers
services in Detroit and here in Washington revealed a very smooth flow
and courteous treatment of the taxpayers.

Any mistake in advice, however, which hurts the taxpayer is wrong.
We urge that you redouble your efforts to upgrade the quality of the
taxpayer assistance program.

I would also like to ask you your views on the taxpayer return pre-
parer’s legislation tentatively adopted by our committee last year but
which never reached the floor of the House.

We are interested in what type of oversight you are providing of the
private taxpayer industry and whether or not you are finding an in-
crease in the level of accuracy of the returns they prepare, and most
importantly, whether you feel the tax return preparer’s legislation is
needed to help protect the public against unscrupulous private tax re-
turn preparers.

If you feel that legislation is needed before the next tax season we
will certainly try to refine the language and move it through the Ways
and Means Committee as soon as possible.

If a tax return preparer’s provision is included in the major tax
reform bill, it will probably not reach the President’s desk until the
middle of next year. You may feel that quicker action is needed. I
would personally be interested in receiving a cost/benefit study of the
possibility of staggering the date on which Americans must file their
taxes.
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We have the “Ides of March.” But for most -Americans the 15th of
April is the day to beware and it makes April sometimes for so many
of us the cruelest month of the year. It is a day which is approached
with anxiety and fear. The idea of 200 million Americans having to
file their taxes by one day seems sort of reminiscent of the days of the
Roman Empire when Caesar Augustus made everybody travel back to
the place of their birth to be taxed. There must be a better way.

I would appreciate it if the Service would provide an analysis of all
extra costs created by having = single filing date: the extra employees,
the untrained advice these temporaries provide, the overtime pay.

Perhaps more importantly, we would like to hear your views on how
the new tax act will affect the complexity of next year’s tax forms.
We would like to hear your views on the need for tax simplification for
both individuals and business.

There is an “Alice-in-Wonderland” quality of speaking to a volun-
tary tax system, when nearly half of the Nation’s taxpayers feel that
they must get or pay others to help them complete their own returns.

I believe that the tax system ang support for it is being smothered
by the endless forms, instructions and complexities of present tax law.
The American taxpayer is not only overwhelmed by the Federal tax
forms, he is overwhelmed by the State and county and other forms. We
are wondering what IRS can do to get us toward a one-stop service,
something that would take care of everything.

Before we proceed to these questions I would like to raise several
issues.

First of all we are honored to have submitted for the hearing a state-
ment on taxpayer assistance and services by Senator Joseph Montoya,
chairman of the Senate Treasury Appropriations Subcommittee. Sen-
ator Montoya 1s one of the first Members of the Congress to really
rajse some of the questions about IRS procedures and services. He is

one more than any other who started the concerns which we hope to
further explore today.

SUBCOMMITTEE BUSINESS

For those who came in late, I want to be sure and introduce Mr.
Eugene Malone, who will serve as minority counsel.

We are happy to have you with us, Mr. Malone, on this committee.
We expect to work as a team. Majority and minority staff are expected
to work as one group, working toward a common goal. So we hope we
will work very well together.

Third, in reviewing the transeripts of our past two hearings with
the Commissioner, it is obvious that we are developing a very important
series of documents.

We would hope that after several more specific subject hearings with
. the Commissioner and other outside witnesses, we can print these hear-
ings as the proceedings on the Internal Revenue Service. We are re-
celving many requests for the transcripts. We can’t supply the demand.

Specifically, the reasons for which are unclear to me, the hearings
on March 26 with the Commissioner regarding how the IRS is investi-
gating certain recent charges was marked as an “executive session.”
This means that no one can see these transeripts except a Member of
Congress or an aide,accompanied by a Member.

There were no names of individuals mentioned in this hearing. It

57-236 O - 175 -9
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does provide valuable information about the national policies of IRS
in handling internal investigations.

Therefore I would like to move, under the committee rules, that we
vote to include that hearing in our public record.

If this is acceptable, then we can begin to circulate these transcripts
for correction of grammatical errors and the addition of material for
the record.*

Is there any objection to having that record opened up?

Do you have any, Mr. Commissioner ¢

Mr. Arpxanper. No. I thought that was an open hearing, Mr.
Chairman.

Mr. Vanix. Each member has before him a memo from the staff as
to possible inquiries which the committee may want to undertake in a
new area. I would appreciate it if you would indicate your feelings
about this with a yes or no and return them to me later this afternoon.

The fifth item of business is that several television stations have
been interested in possibly filming some or all of our oversight hear-
ings with the Commissioner.

This is a matter of course which would have to be approved by the
full committee. But I would appreciate your comments on whether
the subcommittee itself would be amenable to such request.

Needless to say, we would not support the televising of any hearing
mmvolving “Operation Leprechaun.” I believe there is just too much
opportunity there for sensationalism in that investigation. There is a
danger that the names of innocent persons might be mentioned.

But in the hearings such as today, where we deal with taxpayer serv-
ices, things that are a matter of interest to the general public, I would
certainly see no problem with television.

But I leave that to your vote.

Can we have a reaction from the committee now on the televising
of just general information hearings?

‘What is your feeling ?

Mr. PigE. My initial reaction, Mr. Chairman, would be that in gen-
eral they would be so dull in their content that you wouldn’t get a
television station in here taking pictures with a crowbar.

Mr. Vanixk. That would be a matter for their determination. In other
words, we would just leave it to their discretion as to whether or not
they would want to.

Yes, Mr. Pickle?

Mr. Pickre. I would be agreeable to the filming of hearings of the
subcommittee but on condition that such action be voted by the rules
of the House at least a day in advance of the hearings. In this way, we
could be selective about when we are having televised hearings.

%\Ir. Crancy. Yes, Mr. Charman, I think we should comply with the
rules.

Mr. Vanig. In other words we would have to go to the full com-
mittee. But if there is any request, then we can submit it to the com-
mittee and see how the parent committee feels about the request that
we might have.

I take it there would be no reaction as far as members of the com-
mittee are concerned, providing there was some interest by the media
In pursuing it.

Mr. Vanper VEEN. I think, Mr. Chairman, there would be no ob-
jection. But it should be looked at on a case-by-case basis.

! The record of this hearing will be printed at a later date.
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Mr. Vanixk. I think that is consistent with the concensus of the com-
mittee, yes.

Mr. Commissioner, there have been revelations in the past week
about wiretapping, particularly in the Miami area, and a new develop-
ment, which 1s the “IRS school for drinking.”

I don’t know if we have a counterpart to this on the Hill here. But
if there is we don’t officially talk about it.

I would like to say that if you would care to comment on either of
these two issues or submit comments for the record before going into
the subject of today’s hearing, you are welcome to proceed.

STATEMENT OF HON. DONALD C. ALEXANDER, COMMISSIONER,
INTERNAL REVENUE SERVICE; ACCOMPANIED BY WILLIAM E.
WILLIAMS, DEPUTY COMMISSIONER; ROBERT H. TERRY, AS-
SISTANT COMMISSIONER FOR ACCOUNTS, COLLECTION, AND TAX-
PAYER SERVICE; SINGLETON WOLFE, ASSISTANT COMMISSIONER
FOR COMPLIANCE; ANITA ALPERN, ACTING ASSISTANT COMMIS-
SIONER FOR PLANNING AND RESEARCH; AND BURKE WILLSEY,
ASSISTANT TO THE COMMISSIONER

Mr. Arexanper. 1 would be glad to comment on both those issues
very briefly, Mr. Chairman.

First I would like to introduce my companions here.

On my left is Mr, William E. Williams, Deputy Commissioner.

On my right is Mr. Robert Terry, Assistant Commissioner for
Accounts, Collection and Taxpayer Service.

Beyond Mr. Williams and behind him is Anita Alpern, Acting
Assistant Commissioner for Planning and Research. (

To Miss Alpern’s left is Mr. Singleton Wolfe, Assistant Commis-
sioner for Compliance.

Behind and to the right of Mr. Terry is Burke Willsey, my assistant.

Mr. Vantx. I want to say, Mr. Commissioner, that we were inter-
ested in having this hearing much earlier. But we didn’t want to in-
terfere with the normal business that you had of getting this year’s
receipts in. I hope they are coming in substantially to the degree that
we have expected. I hope we meet our expectations of estimated re-
ceipts. We are counting on your office to helping achieve that goal.

WIRETAPS

Mr. ArexanpEr. We will do our best, Mr. Chairman, with a little
help from the economy and the Congress. But you can be sure that
with the friendly and reasonable and effective attitude that I hope all
personnel in IRS are dedicated to, we will seek to collect what is due
and no more.

We will seek to process tax returns efficiently, promptly, early and
correctly and seek to get refunds out to the vast majority of the Amer-
ican individual taxpayers to whom they are due and seek to get rebates
out to almost all of the more than 80 million individual taxpayers. We
will seek to comply with the rest of the Tax Reduction Act of 1975
including devising new forms; I was working on that yesterday.

You mentioned two items, Mr. Chairman, that have been in the press
lately. As usunal in April the TRS is not going unnoticed.
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One of these relates to wiretaps. We have a flat prohibition against
wiretaps. I believe that the IRS is composed of some very fine people
who are trying to do a difficult job well. T think the vast majority of
our people are abiding by the rules that govern the IRS and 1ts people.

I cannot say that there may not have been some aberration, some
inadvertent or perhaps advertent violation in some way, direct or in-
direct, of our rules. We have not only the rules that govern the other
law enforcement agencies in this country but a special rule for IRS:
No wiretaps. And we mean to enforce that rule.

Mr. Vanik. How long has that been in effect ?

Mr. ALexanper. The alleged wiretaps mentioned in this particular
allegation, I am not certain, Mr. Chairman.

Do you know, Mr. Willsey ?

Mr. Wirisey. The allegations that have surfaced in the press con-
cerning possible wiretaps are relatively vague. There have been some
allegations that they have continued up until recent times. But there
has been quite a lack of specificity as to when particular incidents
may have occurred.

Mr. CLancy. What was the date of that? May I ask?

Mr. Wirtsey. Of the prohibition against wiretaps?

Mr. Avexanper. The prohibition against wiretaps is almost 10 years
old. It was in effect long before I became Commissioner.

Mr. Vanix. Commissioner Cohen, 1965.

Mr. Arexanper. Yes. That happens to be an important year in that
respect, Mr. Chairman, 1965.

The “school for drinking” which was mentioned in the press this
morning in New York and T guess this afternoon in Washington, was
training for a selected few undercover agents. The incident that was
mentioned in the press occurred in 1965.

Mr. Vanrx. Was that press story 1965 ?2

Mr. Worrk. That was 1965.

Mr. Vavig. It had the appearance of something that occurred
yesterday.

Mr. ALexanper. That particular incident did not.

Mr. WirLsey. The incident to which the press stories referred oc-
curred in 1965.

Mr. Arexanprr. There was a somewhat generalized allegation in the
story this morning that some of this particular type of training—
which would seem not only Inappropriate but also in most cases un-
necessary—continued through 1969. We have not found evidence of
any such continuation.

Mr. Wolfe?

Mr. Worre. That is right. That was the last one that they conducted
which involved that type of endeavor.

Mr. Avexaxper. Mr. Chairman, that is all T have at this point on
these two matters.

Mr. Prxe. Mr. Chairman, I would just like to say that if you read
this Times article closely—and T did see it coming down in the plane
this morning—it does say the classes usually had 12 to 15 agents and
“IRS records confirm 4 classes were conducted from 1965 to 1973.”

Can you tell us whether that was the total number of classes which
were conducted ?
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Mr. Arexanper. I cannot because I do not know of my own knowl-
edge. I know that there were very few. IRS has more than 80,000 em-
ployees. In 1965 it had fewer.

Mr. Prxr. Mr, Commissioner, I just want you to know I am wholly
on your side. I do hope this committee won’t go tramping off investi-
gating every newspaper story that comes along because I just think
that you can take a thing of this kind and obviously it is newsworthy
and obviously it is titillating and obviously people like it as news.

But I just can’t get that excited.

Mr. Vanix. I think, Mr. Commissioner, we clear the air on some-
thing by getting your responses and finding out precisely what is in-
volved. I think it is very useful to do that to be sure that this kind—
that the impression doesn’t go on that this kind of thing goes on
today. It is not modern. It is not part of our tax system. I feel much
better about this explanation and this knowledge about the time and
the circumstances that have occurred since that time.

Mr. Pixe. Mr. Chairman, if I can just wind up, if I had learned to
handle liquor and women at an early age properly I probably would
have gone into some useful occupation.

IRS TAXPAYER SERVICE

Mr. ArexanpEr. At this point I am a little uncertain how to de-
scribe the occupation that I would like to bring up. It is not my oceu-
pation. It is our taxpayers’ service function, which is a very important
part of tax administration.

We are delighted to see the interest of this Oversight Committee
in this function. We have done much to strengthen and improve our
taxpayer service function in the last 2 years; but we have a long way
to go.

We are quite concerned about the central problem of quality. We
have made our own studies this year as we have in the past of the
quality of the service that we are giving the American public as well
as the courtesy and the progress of that service.

We make studies monitoring telephone calls. That is the only effec-
tive mangement tool that you have to handle a bank of telephone calls.

We make studies through our people acting as taxpayers and pre-
senting not only questions but presenting themselves for help with
their returns,

We make studies in reviewing returns prepared by our IRS or with
IRS assistance or with IRS review.

We are concerned about this problem of quality. We are concerned
about the training that we have been able to give TSR’s, those who
have the responsiblity of assisting taxpayers prepare their tax returns.
We have done something about it and we are going to do more.

We have done something about it in cutting down the number of
temporary employees that we have had from about 1,200 last year to
about 600 this year. These temporary employees have received only 3
weeks training. They are instructed to handle only the simplest ques-
tions, only the easiest questions that are presented to them and to
refer difficult questions to those with more training, to those who are
more experienced, those with more ability to handle the tough ques-
tions that taxpayers frequently send to us.
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These are probably the type of questions that normally our inspec-
tion people would ask when they went around to check up on the qual-
ity and courtesy of our training and that the committee staff asks. We
need to have more permanent taxpayer assisters.

We are implementing career ladders for these people, the journey-
man grade 9 that is necessary for attracting and retaining people with
the skills and judgment and abilities necessary to perform this very
important part of tax administration.

Obviously we do need to have good facilities and we need to have
facilities placed where people can get to them. We also need to have
them open at times that people can get to them. We need to encourage
people to call us up.

Mr. Vanix. Do you have off-hours? What about off-hours? After
regular office hours.

Mr. Arexanper. We certainly need to have facilities open off-hours
when people will take advantage of those facilities. It is costly to the
public without material benefit to the public, however, if we keep our
facilities open till 10 but nobody shows up after 7 at night.

Our facilities have been open these last two Saturdays and some
other Saturdays in various places. This should be greatly helpful to
the public that it is our responsibility to serve.

People can call up after hours, sure, or before hours. We are going
to have a review of every aspect of our taxpayers’ service work of every
part of this job, of how we do it and where we perform it and when
we perform 1t. We will analyze it within the next few weeks with a
view toward improving our service and getting more and better service
to more people next year.

We think that with the new taxpayer service organization, which
is separated from collection, in 19 districts is a separate division, with
this organization getting off the ground and with additional qualified
people on a career ladder that will do a much better job for the Ameri-
can public next year than we have been able to do this year.

Mr. PrickLe. Mr. Chairman ¢

Mr. Vanik. Mr. Pickle?

Mr. Pickre. Let me ask Mr. Alexander what level of pay or classifi-
cation do these people receive—the ones who answer questions by the
publi%? Are they low? Average? Medium? What GS rating do they
have? '

Mr. ArexanpEr. In putting into effect this new career ladder they
will be 5,7, and 9 in the GS ratings, parallel to our present tax audi-
tors. They are below our revenue agents, of course.

This will mean a step upward in the present scale of our TSR’s.

Mr. Prckre. What are the 5’s, T’s, and 9’s in terms of dollars so we
will have some idea ?

Mr. ArexanpERr. Five starts at $8,500; 7, the first step is $10,520; 9,
$12,841 at step 1, in the GS scale.

Mr. Vanig. Mr. Clancy ?

ERROR TACTOR IN TEST CALLS

Mr. Craxcy. Mr. Chairman, T am delighted to hear the Commis-
stoner say that he intends to expand and improve this type of service.
I think it is very necessary that we do that.



131

When we talk about the margin of error,-what has been your experi-
ence as far as the taxpayer assistance program is concerned today ?
What is the margin of error that you have found?

Mr. Arexanper. The margin of error in certain tests we have made

is not greatly at variance with the 25 percent rate that the chairman
mentioned.

Mzr. Terry?

Mr. Terry. It depends on the kind of service that we are testing. If
we are testing the returns preparation we have found a rather high
error rate on our test questions.

Of course they don’t cover the whole range of possible problems.
They focus in on some of the more difficult problems, things we are
trying to get improvement in.

On the telephone monitoring we do we see lower error rates because
here the questions that are more general ; they don’t focus in on some
of the tougher parts of the tax law.

Mr. Vanig. What is the error rate for the private preparers?

Mr. Terry. For the private preparers?

Mr. Vanig. Yes. What would the error rate be on that?

Miss Avpern. We are currently setting up, Mr. Chairman, a system
for obtaining information on the incidence of errors occurring in our
returns preparation and review program. This information will be
compared with similar data from a separate study involving taxpayer
prepared and commercially prepared returns. We expect to complete
our studies by the spring of next year.

Mr. ALeExanper. Based upon some of the figures that were used in
the past with respect to private preparers or a selected sample of
private preparers, they are already suspect. They do not meet the
quality and integrity that one would and should expect that industry
to evidence.

So there are various figures in the records of our appropriations
hearings and elsewhere for the 1972 and 1973 filing years, tax years,
actually, filing years 1973 and 1974, which show a rather high rate of
error, much higher than what we are talking about here.

But that is from a sample selected with the belief that sample would
evidence a high rate of error.

Mr. Wolfe, would you care to supplement that?

Mr. Worrre. For example in 1972 of those returns we examined and
audited involving returns prepared by these preparers we had a 77
percent change rate, in 1973 it was a 79 percent change rate, in 1974 it
was an 83 percent change rate.

Mr. Vaxig. I wonder if your studies would include something on the
accuracy rate of individuals to see how he or she compares in a sample
study to see what the change rate would be for returns in which the
taxpayer is actually doing the work himself as compared to returns
completed by private tax return preparers.

Mr. ALExaNDER. Actually, Mr. Chairman, to some extent Mr. Wolfe
and I are getting ahead of our topic. We are getting to the topic of is
tax preparer legislation necessary ? Mr. Wolfe and I are convinced that
it is.

But Mr. Terry was discussing the variances that we have in error
rates depending on particular circumstances and types of questions.
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Mr. Terry. It is our experience on the test calls that it is about 15
to 25 percent depending on the particular district and the locale that
we are making the calls to. So that confirms your findings.

In our telephone monitoring, where the supervisor or designated
TSR is listening in on the conversations that come in from the tax-
payers at large, our error rates range from 4 to 10 percent. This is the
general run of questions that are being received in our district offices.

On the returns we have prepared, the error rate has ranged from 4
percent up to 30 percent. We are very much concerned with this par-
ticular area.

Commissioner Alexander indicated that we were going to conduct
a study before the end of April that will focus on this problem.

Mr. AvexanpEr. Some of those errors in these returns we reviewed
are of the no-tax-consequence variety such as where somebody hasn’t
checked a box. We think that returns should be perfect. We like to
make them this way. But we won’t always succeed.

IRS TRAINING PROGRAM

Mzr. Crancy. Mr. Commissioner, do you have any plans to upgrade
your training program for these people who are engaged in the assist-
ance program ?

Mr. Arexanper. Yes, we do. We are going to examine the entire
training program, Mr. Clancy. We have materially changed the train-
ing program for permanent TSR’s, permanent taxpayer assistants, in
the last year.

We have added to that program. And we propose to employ, instead
of temporaries, so-called WAE’s. These people are actually part-time
permanents. They have the advantage of permanent status with the
Government although they work only part of the year. We have had
great success 1n our service centers in employing these people. We pro-
pose to take them on and to give them more and better training than
we have been able to give the temporaries that we have employed.

Mr. Crancy. What do they do the other part of the year?

Mr. Avexanper. They are off. They work only part of the year. The
housewife that wants to supplement the family income but is unable to
work, say, during the summer time when the children are out of school
can work during the filing period. We have been lucky in being able to
hire some dedicated people that come back to us year after year in our
service centers.

We hope we can attract some of the same sort of people to do this
important work.

Mr. Vanix. I see, Commissioner, no reason why you shouldn’t use
some of the retired personnel that want to work for a few months to
be able to live on their retirement. I see nothing wrong with that. They
can come in under contract. They have the talent. They have the train-
ing. T think we could get a valuable person at a short-term cost to the
Government.

Mr. Pickle?

Mr. Prcgee. I wanted to ask one question. You have outlined some
general plans that you have, hopes and objectives you would like to
see achieved.
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Do you have a pamphlet, a booklet, or a manual on taxpayer services
that would be available to this committee so we might know overall
what your plans are? Is that too much detail? The reason I raise the
question is I would like to know what are your plans. You have men-
tioned a few this afternoon and they sound pretty good.

1 would like to know what you are trying to sell, what you are trying
to convince the public. With that as a background, my next question
to you is what do you want from us? What do you need from this com-
mittee ? What do you need from the Congress?

It is good for us to hold these meetings and for us to bear-pop you
questions on why haven’t you done this or what do you think about
this. It seems to me like we should approach this first on a positive
basis. What do you want from us?

I am convinced that there is a great deal more that needs to be done
in taxpayer services. But rather than pull it out one at a time, it seems
to me that you could be thinking in terms of what you want to ask
this commiftee or the Congress to give you so we can get it done. Do
you have plans in written form so that we can know what you are try-
mg to carry out?

Second, what do you want, what do you ask of the Congress?

Mr. ALexanper. The answer to your first question is that we do have
our plans in written form. We will get them to you. We will be glad
to send you our program letter. We will be glad to send you the other
parts of our manual in which we describe our new organization and
in which we describe what we intend to do and how to go about it.

[The documents follow :]
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manuall 62G-1 1(12)G-155

1(17)G-62
suppliement 03G-32 49G-27
04G-23 5(15)G-47
US Treasury Department Internal Revenue Service 67G-3
December 13, 1974 Taxpayer Service Program -- Fiscal Year 1975

Section 1. Purpose

This Supplement provides guidelines for regional, district, and service
center officials responsible for the Taxpayer Service Program for Fiscal
Year 1975.

Section 2. Program Objectives

.01l The 1975 objectives for the Taxpayer Service Program are:
1 To improve the quality of service;
2 To meet the needs of special groups of taxpayers; and
3 To make taxpayer service more convenient and accessible.
.02 Specific program objectives, along with additional objectives, are

outlined in Section 2 of Manual Supplement 5(15)G-41, CR 67G-2, Fiscal
Year 1975 Taxpayer Service Scheduling Guidelines, dated July 30, 1974.

Section 3. Program Direction

.01 General. The four major areas of program emphasis are:
1 Toll-Free Telephone Service
Walk-In Service

Correspondence

~owN

Special Programs

a Elderly

b Low-Income Groups

¢ Taxpayer Education Programs

.02 Staffing

1 Staffing should consist of full-time Taxpayer Service Represen-
tatives (TSR's) When Actually Employed (WAE's), Temporaries, Audit details,
and, where necessary, Collection personnel. Details from Audit are not to
exceed the man-years provided for the Taxpayer Service Program in the Audit
Examination Plan. Fewer temporaries should be used on the Taxpayer Service
Program than were used last year. To the extent possible, returning tempor-
aries should be converted to WAE's. Districts will provide adequate well-
trained backup staffing to make sure that:

Distribution:

IRM 0300, 0420.7, 1(12)82, 1(17)00, 4900, 5(15)00, 6200, and 6700
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a Necessary expertise is available for immediate referral
and resolution of questions beyond the tax law knowledge and skill level
of the front-line assistor.

b Unanticipated workloads are effectively handled.

2 Details from Audit and Collection during the non-filing period
should be kept at a minimum.

3 In subordinate offices, it may be necessary to detail Collec-
tion personnel to the Taxpayer Service Program. However, before Collection
personnel are detailed to the program, WAE's, itinerant TSR's, RA's, or
Tax Auditors should be considered.

4 Bi-lingual TSR's should be provided to serve non-English-
speaking taxpayers where needed.

.03 Referrals and Call-Backs. If a full, complete and correct
response cannot be given, the taxpayer should be-directed to an IRS
employee who can answer the inquiry or arrangements made for a call-back.
Call-backs on inquiries which must be researched should be made within one
workday of the inquiry. .

.04 Research Tools and Equipment. All assistors should have readily
available research and reference tools, such as IDRS, Publication 17, and
a Microfiche reader where provided by the National Office. Adding machines
are a necessity in all preparation and review areas.

.05 Toll-Free Telephone Service. District management is responsible
for planning and installing & system which provides sufficient manpower on
telephone lines to maintain an effective level of telephone taxpayer ser-
vice. District offices should install evaluation and monitoring systems as
a basis for timely identifying and improving telephone service which is
consistently ineffective or inadequate.

.06 Walk-in Service. To the extent feasible, walk-in areas should
have a receptionist and/or some other person (temporaries or WAE's) to help
direct walk~-in traffic and perhaps assist in handing out forms, publica-
tions or answering very basic tax questions. All employees servicing tax-
payers' walk-in inquiries should prominently display a name badge at all
times.

1 Taxpayer assistance walk-in contact areas should be arranged
considering available space, the volume of anticipated traffic, and other
necessary factors, to provide help accordimg to the type of assistance
requested as follows:

a Forms and publications requests;
b Taxpayer inquiries with no preparation of returns;

¢ Preparation of individual income tax returns, Forms 1040A
and 1040 without itemized deductions or schedules attached;

d Preparation of Form 1040 with all of the necessary and
related schedules and attachments.

Manual Supplement
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e Self-help area where at least one technical employee will
be assigned. This employee will monitor the seif-help area and be available
to taxpayers who may need some limited assistance in preparing their own
returns.

2 The office layout should be designed to afford maximum privacy
to taxpayers.

3 Supervisory personnel should be avzilable to provide information
or assist in the resolution of complaints if the taxpayer so requests.
Supervisors should have their names displayed prominently.

4 Taxpayer Service posters, Publications 840 and 840A, should be
displayed in locations visible to all taxpayers receiving assistance.

5 Taxpayer Service office locations should be planned iA accord-
ance with instructions set forth in Section 3(10)0 of IRM 1(22)70/, Tax-
payer Service Toll-Free Telephone Systems and Walk-In Facilities Handbook.
In particular, walk-in asSistance should be in high population density areas
and located on the main floor level, i.e., directly accessible to the
exterior public thoroughfare, on the same level.

.07 Assistance in the Preparation of Returns

1 Self-Help

a Self-help is a method of providing tax information and
assistance which offers the taxpayer maximum opportunity to learn to prepare
his own return. This will be accomplished by a positive approach to the
taxpayer's problem and by providing him all the guidance and tools necessary
to complete his return. This method will continue to be stressed during all
phases of the Taxpayer Service Program.

b Returns prepared under the self-help concept should not
normally be signed by the TSR. If the taxpayer requests, the return should
be reviewed as in Section 3.073 and stamped "Reviewed, but not audited."

2 Service Preparation of Returns

a The Service will prepare returns in any one of the following
circumstances: if the taxpayer appears to be incapable of using self-help
methods; if the taxpayer is unwilling and requests that the Service prepare
his return; or when working conditions permif such an expenditure of time by
Service personnel.

b As a general rule, the preparation of returns by Service
personnel will be limited to Forms 1040A and 1040 without business schedules
(C and F); however, District Directors may alter this due to local needs or
circumstances.

¢ Generally, tax returns are prepared only if the taxpayer
provides the necessary information in an orderly manner, except in those
cases where the taxpayer is clearly incapable of doing so. Taxpayers should
not bring their receipts and check stubs into the office and expect to have
the tax return prepared. Form 5033, Worksheet for Preparation of Form 1040,
is being revised for use by taxpayers to ease the preparation of their tax
returns.

Manual Supplement
62G-1, 033-32, 04G-23, 1(12)G-155, 1(17)5-62, 49G-27, 5(15)G-47, 67G-3
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3 Review of Returns Prepared without Service Assistance. Any
return submitted by a taxpayer for review should be reviewed, stamped, signed
and dated in accordance with the procedures in 4 below. As a general rule,
it will not be the Service's practice to perform a review service for com-

mercial preparers.

4 Disclaimer and Signature Stamps

a Service employees should stamp and sign those Forms 1040A and
1040 which they have prepared or reviewed. The signing of tax returns by
IRS employees will not affect the Service's right to audit these tax returns.
The assistor should make the taxpayer aware that the return may still be
subject to audit and that the return will be subject to math verification.

b The original and taxpayer's copy should be stamped, signed
and dated regardless of whether the taxpayer takes the original return with
him or leaves it at the office for forwarding to the appropriate service
center.

¢ If in the course of returns preparation or pre-filing review
taxpayers insist on claiming clearly unallowable deductions or exclusions,
they should be advised that the Service does not regard these items as
allowable. If they insist on claiming these items, the assistor should not
complete further preparation or review their returns. Such returns should
not be signed by Service employees as either preparer or reviewer.

d Two types of disclaimer stamps are being provided for employ=
ees assisting in the preparation or review of tax returns. The stamp
imprint should be placed in the lower right corner over the space allocated
for "Preparer's signature (other than taxpayer)", on either, as applicable,
page 1 of Form 1040 or page 2 of Form 1040A.

e The stamps being furnished include the appropriate office
location codes set out in Attachment 2 to Manual Supplement 67G-1, effective
July 1, 1974,and vead as follows:

"Reviewed, but not audited and "Prepared, but not audited
IRS w IRS
(Two-digit office location code) (Two-digit office location
code )"

f Special care should be used in stamping returns to make sure
that the type of stamp and office location code are clearly identifiable.

Red ink stamp pads should be utilized with the disclaimer
stamp for easy identification during processing.

5 Count of Returns. An accurate count should be kept and reported
by all personnel giving walk-in taxpayer service of individual and other tax
returns prepared and reviewed. Appropriate reporting instructions are con-
tained in Attachment 3 to Manual Supplement 68G-3, dated November 21, 1974.

Manual Supplement
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.08 Corréspondence

1 Timely and efficient handling of taxpayer correspondence is an
integral part of an effective Taxpayer Service Program. Local management is
responsible for making sure that replies are made to all taxpayer correspond-
ence within five days of receipt. Whenever possible, this correspondence
should be answered by telephone.

2 Correspondence which cannot be answered by telephone or fully
replied to in writing within five days must at least be acknowledged. To
the extent possible, taxpayers should be furnished a final written reply
within ten days after acknowledgement.

3 If correspondence or a telephone call is received from other
than the taxpayer, or a person who has on file a power of attorney to act for
the taxpayer, IRM 1272, Disclosure of Official Information Handbook, should
be checked before replying. As a general rule, no disclosure of confidential
tax information should be furnished other persons unless a written waiver
has been obtained from the taxpayer authorizing the disclosure in question.

4 Forms 5260, Guick Notes, should be utilized where possible
(see MS 5(15)G-42, CR 68G~2, dated July 26, 1974).

.09 Special Programs. It is essential that a vigorous effort be
undertaken to reach and assist those who most need help.

1 Elderly Program

a In recent years, the major thrust of taxpayer assistance
efforts for the elderly has been the Volunteer Income Tax. Assistance (VITA)
program. Even though every effort should be made to assist the elderly
through volunteers, districts should also make an effort to reach as many
older taxpayers as possible through other means.

b Districts should strive to provide service to those areas of
the community in which there is a high concentration of elderly residents.
TSR's may be sent out to provide assistance at nursing homes, hospitals,
Leisure World locations, and State Welfare offices.

¢ In dealing with elderly taxpayers, special emphasis should
be given to the Form W-4. TSR's should explain the W-4 to these taxpayers
and assist them in completing a new form if necessary to adjust their with-
holding to a more realistic level and lessen the financial impact of filing
their returns.

d Retired taxpavers should also be alerted to the fact that
by filing a Form W-4P with their pension source, taxes can be withheld from
their pension income. This simple step may relieve many elderly taxpayers
of their obligation to file estimated tax returns on Form 1040ES.

2 Tax Assistance for Low-Income Taxpayers. Districts should make
an expanded effort to reach and assist low-income taxpayers, preferably in
their own communities. The difficulties encountered by most taxpayers are
frequently compounded in the low-income community by a lack of basic educa-
ticn and/or an inability to communicate in the English language. For these
reasons, it is imperative to make an extra effort to reach into these areas
to provide assistance. Again the VITA program can be a primary vehicle
for providing this service. Districts are encouraged to seek the involvement
of community organizations, make use of taxmobiles, and establish additional
satellite offices wherc needed. Emphasis on a correct W-4 should also be
considered in all low-income contacts. (See Section 3.091)

4i=27, 5(15)6=47, ¢7G-3
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3 Taxpayer Education Programs

a Taxpayer Education Programs are a vital part of the Service's
voluntary compliance function in administering the tax law. The various
adult education, high school, tax institute and volunteer assistance pro-
grams have proven their ability to reach a broad cross section of the tax-
paying public and affect the quality of a large number of returns with a

minimum investment of Service manpower.

b Added emphasis on and participation in Taxpayer Education
Programs is expected this year. Districts should place primary emphasis on
establishing and expanding programs for elderly and low-income taxpayers,
e.g., VITA. Specific guidelines for all Taxpayer Education Programs,
including VITA, are contained in IRM 1(12)82, Taxpayer Education Handbook.

Section 4. Availability of Service

.01 General. All TSR's should be able to provide the toll-free tele-
phone numbers, address locations of local taxpayer assistance facilities
and the hours of operation of each location in the district upon request.

.02 Regular Hours

1 Walk-in - Districts should provide full-time walk-in taxpayer
assistance at all locations which have a permanent full-time TSR.

2 Telephone Service - The hours of toll-free telephone service
should be widely publicized and every effort should be made to encourage
taxpayers to use the service.

3 Certain days should be established and publicized for taxpayer
service in accordance with local need for those offices which are not staffed
with a full-time TSR. However, if employees are in these offices on other
than "designated days', doors will remain open and telephones will be
answered to help taxpayers who call or make a personal visit. When such
offices are closed, Publication 607, Federal Tax Information, is available
for posting on doors to inform taxpayers when and where help may be obtained.

.03 Extended Hours of Service

1 A concerted effort should be made to gear extended hours to
local area taxpayer needs. The district's historical experience, knowledge
of needs and availability of resources should be considered. Districts
should utilize change in duty hours and staggered hours or the use of over-
time for the work force to accomplish extended hours.

2 Publicity informing taxpayers of the types of service being
offered at the nearest site available to them must be coordinated with
Public Affairs Officers.

.04 Service Center Taxpayer Service

1 In view of the security problems inherent in providing walk-in
assistance in service centers, this service will be discontinued by the end
of Fiscal Year 1975. Necessary steps must be taken to redirect walk-in
activity from service centers to district offices which are staffed and

Manual Supplement
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equipped to provide walk-in assistance. Some suggested steps which should
be considered in accomplishing this goal are: publicity directing taxpayers
to district offices; displaying signs directing taxpayers to the nearest
offices providing walk-in assistance; and installing a telephone at the
center's entrance which a taxpayer may use to call the toll-free number for
assistance. In instances where a taxpayer appears at a center demanding
assistance, it should be provided; however, the taxpayer should be advised,
for future inquiries, of the nearest IRS location which regularly provides
walk-in assistance.

2 Although the toll-free telephone network has been implemented
nationwide, service center employees continue to receive telephone inquiries.
To the extent possible, service center employees should answer these ques-
tions or refer them to employees with the appropriate expertise within the
service center. In either case, at the conclusion of the call, the caller
should be advised of the availability of toli-free .telephone service and
given the toll-free number(s).

.05 O0ff-Site Locations. Over the past several years, major efforts
have been made by the Service to use off=-site locations to reach those
taxpayers, in particular the elderly and low~income, who for one reason or
another cannot come to an IRS office and do not have access to a telephone.
In those instances, storefront locations near the people to be served and
easily accessible by public transportation should be used whenever possible.
Taxmobiles are another excellent method of providing service. Whichever
method is used, it is extremely important to schedule work hours
in the evening and on the weekends so that more people will be able to
utilize our services. Little "city halls' where joint Federal, State and
city tax service may be provided should also be seriously and actively
pursued.

Section 5. Quality of Service

.01 Achieving of Quality

1 Quality Taxpayer Service means providing on a year-round basis
courteous, responsive, and accurate answers to taxpayer inquiries and timely
resolution of tax problems in a manner which the taxpayer can understand.
Additionally, quality service is also provided when we admit we do not know
the answer and refer the taxpayer to someone more knowledgeable.

2 Districts should develop a year-round plan for maintaining
quality taxpayer service. The plan should include monitoring of telephone
calls, sample test telephone calls, walk-in shopping, on-line observations
of walk-in service and review of Service prepared/reviewed returns.

3 Results from the various methods of quality review should be
fed back to employees for on-the-job training purposes. In addition,
incorrect answers or new procedures should be discussed with all employees
on a daily basis. Early morning (or other appropriate times during the day)
for discussion sessions are an excellent method of feeding information to
employees. This should be done on a year-round basis. Special emphasis
should be placed on the "most frequently asked questions'" to attain a
high-quality program.
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.02 Monitoring Quality
1 Telephone Service

a Monitored calls are those in which a Taxpayer Service super-—
visor or his delegate listens to the conversation between the taxpayer and
the assistor.

b Emplogees providing telephone service assistance should be
notified of the possibility that supervisory personnel will be monitoring
and/or sampling calls from time to time, for program evaluation purposes.
All appropriate telephones are to be clearly identified with a gummed label
stating, "This telephone is subject to monitoring for the purpose of spot-
checking taxpayer service work." The label should be placed so that the
telephone user will have knowledge of the monitoring and sampling possibili-
ties. The tax package will also contain a statement advising the taxpayer
that calls for tax information are subject to monitoring.

¢ Sample calls are those initiated anonymously by the Taxpayer
Service supervisor or his delegate who poses test questions to an employee
assigned to duty in the telephone contact area.

d A sample form {see Attachment 1) has been designed for
purposes of recording all pertinent data and information to check the
accuracy, completeness, and uniformity of responses of both monitored and
sampled calls. Also, telephone courtesy and responsiveness to new programs
should be determined and recorded.

e Districts and regions should conduct telephone monitoring
. and sampling activities on an on-going basis year-round as part of their
overall evaluation program. In this way, feedback and corrective actions
i (such as training and briefing sessions) can be taken where necessary as
well as identifying program problem areas requiring adjustments-

2 Walk-in Service

! a Shopping techniques have proved workable for providing

: program and management information. District management should formulate
sample tax problems to test the ability of walk-in service personnel to
prepare an accurate, thorough individual income tax return. For this

! monitoring technigue to be effective, the identity of the Service employees
who will pose as taxpayers must be unknown to those who will be doing the
actual preparation of the return. Taxpayer Service managers should select
the shoppers and develop a schedule of offices to be shopped. Taxpayer
Service group supervisors should know that their employees will be shopped
but should not be informed of the locations and schedules. Shoppers should
attempt to put themselves in the place of the taxpayer. They should note
the visibility and clarity of directional signs, the availability and dis-
play of forms, the length of waiting periods, the helpfulness and courtesy
Of the assistors, and other pertinent factors, in addition to judging the
technical accuracy of the final product.

Gl i

b On-line observations will be the most frequently used
method of monitoring the quality of assistance that employees provide tax-
payers in the walk-in area. It will be the on-line supervisor's responsi-
bility to see that it is accomplished in such a way as to cause the least
disturbance to the two principals. Supervisors should avoid being drawn

<
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into the conversation between the taxpayer and the TSR. It is difficult

to give any hard and fast guidelines for on-line monitoring the walk-ins,
but supervisors should attempt to stay in the background. Technical
accuracy and completeness of responses should be evaluated as well as
general meet-and-deal qualities. The physical layout of each office and
the resourcefulness of the supervisor will determine the effectiveness and
validity of this monitoring technique. Although no formal reports or tally
sheets have been prescribed for on-line monitoring, it is expected that
supervisors use the knowledge they gather to provide both positive and
negative feedback to employees.

¢ Review of Returns Prior to Filing. An additional means to
evaluate the accuracy and completeness of our service is to utilize the
results of the review of returns prepared in the subordinate office. Super-
visors should ensure that reviewers notify them if they find patterns or
trends developing, regardless of who prepared the return. Supervisors
should then provide feedback to front-line personnel. Supervisors should
also conduct spot-checks of reviewed returns to ensure that the review
procedures themselves are being conducted in a quality fashion.

Section_6. Personnel Evaluation

.01 No special filing period performance evaluation on Form 3861 will
be required for permanent Taxpayer Service personnel or for details-in.
Appropriate forms will continue to be prepared when necessary to meet other
requirements (e.g., competition for merit promotion}.

.02 Employees detailed-irn for the filing period should be counseled
by the supervisor to whom the employee is detailed on their performance in
the Taxpayer Service area, and informed that this information will also be
communicated to their Supervisor of Record. The information may then be
considered by Taxpayer Service in accepting employees for details for the

El

following year. 1
q

.03 The Supervisor of Record will decide how to use this information -

when preparing the official performance evaluation (Form 3861, the approp- .
riate contractual appraisal form, or recordation). The Supervisor of !
Record must vemember that before information received from the supervisor i

to whom the employee was detailed can be used to support a personnel action
or decision, it must be declared as "recordation" and the employee must be
given a chance to rebut the information. Otherwise, the information cannot !
be used.

.04 Temporaries should be evaluated in accordance with IRM 0430.22(3)
and 421:(6) of IRM 0431, Supervisor's Guide to Performance Appraisal.

Section 7. Training
.01 General

1 As a result of the expanding scope of taxpayer service activity
and the high level of competence expected of employees, districts should
place a strong emphasis on available training courses. A 1list of the
courses required for FY 1975 is contained in Attachment 2.

a For those test districts equipped with Microfiche, the train-
ing materials are scheduled to be available in mid-December 1974.
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2 Scheduling of training is at the discretion of regional and
district managers. However, training sessions should be held as close as
possible to the time the employee will use his training.

.02 On-The-Job Trainipg (OJT

1 To fully prepare TSR's to provide quality service, managerial
personnel should make certain that new employees receive a thorough orienta-
tion upon entering on duty, a minimum of three weeks 0JT immediately follow=
ing Phase I of the Basic Training for TSR's, and sufficient O0JT throughout
their first year to give them a full opportunity to learn and demonstrate
their ability to handle the job. The ratio of OJT coaches to new employees
should normally not exceed one to five, and each coach's normal work assign-
ments should be reduced by 20 percent for each trainee assigned.

2 General instructions regarding the role of the supervisor, the
district training officer, and the OJT instructor are outlined in the
Development Guide of the Basic Course for TSR's, Training No. 3025-01, and
the OJT Guide for the Post-filing phase of the basic TSR training course,
Training No. 2228-25.

Section 8. Public Affairs

.01 General. Public Affairs has provided a tax information program
for 1975. “Highlights of this campaign are:

! 1 A major emphasis on the availability of taxpayer assistance;

2 An information campaign geared to increase taxpayers' awareness
of special provisions of the tax law affecting students, part-time workers
and the elderly.

3 A continuation of the publicity program encouraging taxpayers
to file early.

4 A continuation of the campaign advising taxpayers of their
option to designate a portion of their taxes to the Presidential Election
Campaign Fund.

.02 Taxpayer Service managers and Public Affairs Officers should work
together to plan the public information effort in support of the program.
Extensive local publicity on the availability of toll-free service, the
"most frequently asked questions’ and extended hours is critical to a
successful district program.

.03 Free publications on specialized tax subjects should continue to
be widely disseminated and publicized.

; Section 9. Tax Forms, Publications and Other Related Materials

.01 Again this year, all individual income tax packages will be

mailid ;iirictly from the printer. (See MS 1(17)G-61, CR 1(19)G-78 and
5{15)G-46.

.0? The bulk mail-out to practitioners will be the responsibility of
4 the districts. However, the Kansas City Service Center will handle this
bulk mail-out for all districts in the Midwest Region and the Wichita District.
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.03  An order blank will be included in all 1974 income tax packages
to allow taxpayers to order additional tax forms and publications from the
district offices. The quantities of free tax publications have been
appropriately increased to meet the demands expected to be generated by
the turn-around order blank. Every effort should be made to handle these
requests within a 24-hour turn-around.

.04  Document 5044, Listing of Items Available for Taxpayer Assis~
tance, has been distributed to each district office. Each district should
determine the quantities of each item needed and order them so that they are
in place by January 1, 1975. Signs and Posters highlighting free taxpayer
service and information should be prominently displayed in the walk-in and
forms distribution areas.

.05 Publication 17, Your Federal Income Tax (1975 Edition), and
Publication 334, Tax Guide for Small Business (1975 Edition), will be given
away without charge to individual taxpayers this year on a single copy
basis. Publicity relating to this matter should be kept "Low key." Each
individual tax package states that ''Single Copies . . . may be obtained
without cost from most IRS offices." Instructions for distribution of
these documents are contained in MS 1(17)G-60, CR 1(12)G-154, CR 5(15)G-45,
dated November 25, 1974. :

Section_ 10. Forms

Form 5066, used in accordance with the instructions contained in
superseded MS 5(15)G-29, CR 1(12)G-148, CR 1(17)G~54, CR 49G-24, dated
January 15, 1973, (error, should have been 1974), will not be used this year.

Section 11. Effect on Other Documents

.01 The following Manual Supplements are superseded and the corre-
sponding cited annotations to the IR Manual for these Supplements should
be removed:

Superseded Supplements Prescribed Annotations
Cross in "Effect" to be Re~
Principal Numbey Reference(s) Date moved from IRM
5(15)G-24 03G6-19 and September 28, 1973 0300.444
49G-21 4970
5(15)23
5(15)G-25 04G~11 October 5, 1973 420.7 (Text 110)
5(15)00
5(15)G-26 1(12)G-146 and Qctober 26, 1973 5(13)20; 1(12)e2,
and 49G-22, and Chapters 400, 500
Amend. 1 Amend. 1 November 23, 1973 600); and 4970
Amend. 2 Amend. 2 January 11, 1974
Amend. 3 Amend. 3 January 17, 1974
5(15)G-2} 1(12)G-147, and December 11, 1973 5(15)26
and 49G-23, and 5(15)30
Amend. 1 Amend. 1 January 28, 1974
5(15)G-29 1(12)G-148 January 15, 1973 (in
1(17)G-54 and error for 1974)
49G-24 —
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Superseded Supplements Prescribed Annotations
Cross in "Effect" to be Re-
Principal Number Reference(s) Date moved from IRM
5(15)G-32 49G-25 February 1, 1974 5(15)14 and 4970
and and
Amend. 1 Amend. 1 May 10, 1974

.02 The following IRM segments are supplemented by the instructions
herein and annotations by pen and ink referring to this Supplement should
be made as indicated below:

1 IRM segments
0300.;4%2;,
0300.451.
1(17)50, 4970,
5(15)14, 5(15)20, 5(15)26, 5(15)30
2 Handbooks
IRM 0420.7, Taxpayer Service Training Programs Handbook Text
110; and IRM 1(12)82, Taxpayer Education Handbook, Text 400, 500, 6CC.

3 Manual Supplements
STIS)G=4T, CR 6/G-2, dated July 30, 1974

.03 This supplements IRM 6200 (to be issued).

Stanley Goldberg v
Director,

Taxpayer Service Division

Attachments
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Attachment 1 to MS62G-1, GR: 03G-32, 0LG-23, 1(12)G-155, 1(17)G-62, 496-27, 5(15)6-47,
67G-3

Sample Worksheet

TELEPHONE TAXPAYER SERVICE PERFORMANCE
5

2. Date 3. Time of Review
1. Office Location Month Day a. From To b. Total Time
4. Employee 5. Reviewed By
a. Name b. Category Code | c. Grade
6. 7. 8. Completed Calls 11. 12. 13.
Monitored| 9. 10. /) [Length of Call Multiple
or SampleRefer-|{Call- | Satis- Unsatis- |(minutes and ype of Inquiry | Questions
Call ral |Back |factory actor; qtrs of minutes) (V) if yes
W _1W ) alblc|d ajbleld]e

TOTAL
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Attachment 1 -- Cont. (1)/to MS 62G-1, CR: 03G-32, 04G-23, 1(12)G-155, 1(17)G-62,
496-27, 5(15)G-47, 67G-3

Procedures and Instructions for

Completing Sample Worksheet

All telephone taxpayer inquiries received will be subject to sampling and telephone review
1. Office Locations.

2. Date. Enter month/day. Example: 02-05 for February 5.

3. Time of Review.

a. From - To. This will be measured from the time of pick-up for the first call re-
viewed to the time of pick-up of the last consecutive call in the review.

b. Total Time Difference. Actual time (in minutes) measured from beginning to end of
review.

4. Employee.
a. Name of employee (do not enter taxpayer's name).

b. Category Code. This will be one of the following:

1) Permanent TSR's (Prior filing period experience)

2) Permanent TSR's (No prior filing period experience)

3) Returnee temporary TSR's (Prior filing period experience)

4) WAE's (Prior filing period experience)

5) WAE's (No prior filing period experience)

6) Interviewers and Revenue Representatives (Prior filing period experience)

7) Revenue Agents (Prior filing period experience)

8) Tax Technicians or Office Auditors (Prior filing period experience)

9) All other types of employees including Interviewers, R/0's, R/A's, T/I's, or O/A's
without prior filing period experience.

In categories four and six through eight above, "prior filing period experience" refers to
the performance of Taxpayer Service on a regular, but not necessarily full-time, basis.

c. Grade. All employees, enter their grade in these boxes.

5. Reviewed By. Show name.

6. Monitored or Sample Call. Indicate the number in sequence of the particular call being
reviewed.

7. Referral. If the employee being reviewed refers the inquiry to another individual (tech-
nical back-up, Audit, etc.) for responmse, a check (V) will be placed in this column. The
referral may be in the form of an actual call transfer, or it may be a written referral.

8. Call-Back. If the employee being reviewed cannot provide immediate response to an in-
quiry, but obtains the taxpayer's name and phone number for call-back, a check (V) will be
placed in this column. (If office procedures do not provide for call-back by front-line
taxpayer service personnel, then any taxpayer inquiry which cannot be completed immediately
will be referred, and a check (V) will be entered in the Referral column.)

9. Satisfactory Response. Defined as follows:
a. Employee comprehends caller's question quickly.
b. Response is given in a clear and concise fashion and is correct.
c. No unnecessary, unsolicited information is offered.

d. Employee gives name and is courteous on telephone.
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ﬁttachme(nt: 1 == Cont. (2) to MS 62G-1, CR: 03G-32, 04G-23, 1(12)G-155, 1(17)G-62,
9G-27, 5(15)G-47, 67G-3

If the employee being reviewed completes the inquiry in a satisfactory manner, a check (y)
will be placed in this column. Only completed (answered) inquiries will be rated here for
quality of response.

10. Unsatisfactory Response. If the response of the employce being reviewed is considered
unsatisfactory for any of the above (9a,9b,9¢c, or 9d) reasons, a Check ) will be placed
in the appropriate "unsatisfactory" column. 1In the event a response is judged unsatis-
factory for more than one reason, the reviewer will check the single reason considered most
serious. As in 9 above, only completed (answered) inquiries will be rated here for quality
of response. NOTE: Every call will require a check mark (and only one) in columns 7589
or 10.

11. Length of Call. The actual length of each call including referrals and call-backs will
be measured from pick-up to disconnect. Time will be measured in minutes and quarters of
minutes (e.g., 2.5 minutes).

12. Type of Inquiry Code. This will be one of the following: .

a. Prefiling, tax related, question or questions
be. Returns preparation and/or review

c+ Postfiling, returns related, question or questions. This includes refund inguiries,
Service Center bills and notices, efce.

d. Administrative, i.e., office hours, forms request
e« Other, such as District Office Audit and Collection cases, ctce

A check (V) will be placed in the appropriate column for each inquiry handled including re=
ferrals and call-backs.

13. Multiple Questions. The purpose of this category is to attempt to identify multiple
inquiries related to more than one taxpayer entity, c.g., practitioners or individuals pre-
paring more than one tax return. If the taxpayer's inquiry involves a series of distinct
questions rather than pne or two related inquiries, a check /) will be placed in this
column. If a check (/) is placed in this column, then multiple type of inquiry codes as
applicable will be checked in Col. 12. 1In the case of multiple questions, if it is necessary
to refer or call-back on one of more of the questions, that call will be checked as a refer-
ral or call-back (Col. 7 and 8). 1In these cases no entry will be made in columns 9 or 10,
even though satisfactory response may have been given to some of the caller questions. En-
tries will still be required in columns 11 and 12.

14. The total number of check 0/) for each of the following columns will be indicated across
line 14: Columns 6,7,8,9,10 (a,b,c,d), 12 and 13. No total will be indicated for column 11.
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%tcachment 2 to MS 62G-1, CR: 03G-32, 04G-23, 1(12)6-155, 1(17)G-62, 49G-27, 5(15)G-47,
7G-3

Permanent TSR Training Courses

Course No. 3026 Basic Course for TSR's (Pre-Filing Period) - 5 weeks (including 1 week
(Former No. simulation) followed by 3 weeks of OJT.
2228a) This course consists of 62 lessons and is aimed at preparing new re-
cruits to provide accurate responses to individual income and employ-
ment tax questions, including the preparation and review of returns.

Course No. 3027 Basic Course for TSR's (Post-Filing Period) 3 weeks

(Soon to be issund; This course deals with complex issues such as investment credit, alien
foriar No. 2228bh) clearance, penalties and interest, gift tax, notice stuffer, ADP and
IDRS.
Course No. 3028 Advanced Course for TSR's - 3 weeks
(Former HNo. This course is designed to prepare TSR's for more technical aspects of
2232) tax law and to enable them to achieve a skill level comparable to Tax
Auditors.

Temporary and Refresher Courses

Course No. 3029 Training for Temporary TSR's - 3 weeks (including 1 week simulation).
(Former No. This course for new temps is geared toward the newly limited temporary
2235) : position.

Course No. 3030 Refresher Income Tax Law Training (Incumbent TSR's, Returning Temporaries

(Former HNo. and Revenue Officers)- 5 days

2233) This course is designed to cover changes in tax law and new Revenue
Rulings, and to focus on tax areas where feedback indicates employees
need more training.

Refresher Training (Revenue Agents/Tax Auditors) 3 days

Management Courses

Course No. 3031 Functional Practices Training for Taxpayer Service Supervisors and
Managers - 3-5 days. This course, new this year, is geared to
overall direction of the Taxpayer Service Program, It inc
segments on the philosophy of the Program: selection, trai
development of employees: staffing needs: and reporting.

All group managers, branch and division chiefs should attend this train-
ing before the filing period.

Additional Courses and Aids

Course No. 9928 Basic Instructor Training - 2 weeks
All TSR's who will be instructing TSR courses this year and who have
not previously completed Basic Instructor Training should attend this
course.

Course No. 3025-01 Basic Course for TSR's -- Development Guide
This guide outlines OJT for TSR's and has been updated to give more
attention to evaluation and feedback.
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manual 62G-1, Amend. 1

03G-32, Amend, 1 49G-27, Amend. 1
su pplement 04G-23, Amend. 1 5(15)G-47, Amend. 1
1(12)G-155, Amend. 1 67G-3, Amend. 1
) 1(17)G-62, Amend, 1
om0 w0 T Internal Revenue Service

January 22, 1975 Taxpayer Service Program -- Fiscal Year 1975

Section 1, Purpose

This Amendment modifies Attachment 1 of the basic Supplement regarding completion of the
sample worksheet for recording telephone taxpayer service performance.

Section 2. Background

.01 When Toll-free Telephone Service was implemented, one of our objectives was to pro=-
vide year-round courteous, responsive and accurate answers to taxpayer inquiries., A major
objective for Fiscal Year 1975 is to improve this service over past years.

.02 This year districts have been requested to develop a year-round plan for monitoring
the quality of telephone service. To assist them, a sample worksheet has been designed for
purposes of recording all pertinent data and information .to check the accuracy, completeness,
and uniformity of responses of both monitored and sampled calls.

.03 The sample worksheet, in addition to recording data regarding the results of the
monitoring process;has a block for the name of the reviewer (monitor). We deem it important
that districts include with the name, the job title and grade of the reviewer. This data
will be used by management to deternine the validity of the judgmental decisions made by the
reviewer of the accuracy of TSR responses to taxpayers' inquiries, recorded in blocks 9 and
10 of the sample worksheet.

Section 3. Modification of Attachment 1

"Prec
ame, 4cb

amends Att
5, 1(37)53-62, 496G

otited by ren snd ink on that Suprlement

Mati] A putize ’]/

Stanley Gdldberg B
Director,
Taxpayer Service Division
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m@[m@]@ﬂ 62G-1, Amend. 2
03G-32, Amend. 2 45G-27, Amend. 2
04G-23, Amend. 2 §(16)G-47, Amend. 2
supplement T1210.155, Amend.2 870 Aron. 2
11171G-62, Amend. 2
= Internal Revenue Service

January 27, 1975 Taxpayer Service Program ~- Fiscal Year 1975

Section i, Purpose

This Amendment is to clarify the meaning ard intent of Section 3.03, Referrals and
Call-Backs, of the basic Manual Supplement dated December 13, 1974,

Section 2. Clarification of Time Element for Call-Backs

.01 Most call-backs on inquiries should be made within one workday of the inquiry.
However, there are circumstances that make it impossible to respond to a taxpayer's
inquiry within one workday.

.02 Circumstances that are recognized as preventing a one workday response include the
followings:

1 Additional information is required from the taxpayer as a result of
subsequent developments;

2 Extensive technical research is required before making a response;

3 Original tax return must be secured from the Federal Records Center or
service center;

4 Inquiry must be referred to the service center or other out-of~division
referral points; and

5 Peak workload periods prevent the expenditures of mappower for immediate
call-backs.

.03 Other situations may occur which would also prevent responding to a taxpayer's
inquiry within one workday. If it appears that a call-back can not be made within five
workdays, the taxpayer should be notified of the status of his inquiry. Management should
monitor pending inquiries to make sure that no backlog occurs unnecessarily.

Section 3. Effect on Other Documents

This supplements Section 3.03 of MS 62G-1, CR 03G-32, CR 04G-23, CR 1(12)G-155,
CR 1(17)G-62, CR 69G-27, CR 5(15)G-47, CR 67G-3, dated December 13, 1974, which should be
so annotated by pen and ink, W a reference to this Amendment.

)/z,m&. e
<
Stanley Gdidberg

Director,
Taxpayer Service Division

Distribution:
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5(15)G-41,
5(14)G-61, 5(17)G-119,
67G-2

manual
supplement

LORRCRR -.”- Internal Revenue Service

July 30, 1974 Fiscal Year 1975 Taypaver Service Scheduling
Guidelines

Section 1. Purpose

This Supplement provides guidelines for developing work schedules for Taxpaver Service
for FY 197c.

Section 2. Objectives and Program Fmphasis

«0l The primary objective of Taxpayer Service in FY 1975 is to continue the program
of improving the quality of service provided taxpayers by:

1 Evaluating and revising Taxpaver Service training programs.

2 Evaluating and modifying the nationwide toll~free telephone system.
Expanding the Integrated Data Retrieval System,

Implementing the Stuffer Program.

Reviewing form letters, notices, and similar IRS material.

[o L S -V

Evalvating the curren* locations to determine if ther are suitably located.
.02 Additional objectives for Tayparer Service in FY 1975 are:

1 To increase our capacit; to help tarparers most in need such as elderlr, low-
income, and non-English speaking, b improving training and educstion programs, preparing
additional plain and foreign language publications, and b encourasing recruitment of bi-
lingual TSR's.

2 To increase the range of rear-round assistance the Tarparer Service organiration
provides for the taxparer so that it becomes the IRS focal point for belping the taxparer.

3 To establish an appropriate district office organizational structure to reflect
the present role, responsibilities, and workload of Taxpayer Service within the Internal
Revenue Service,

+03 The aforementioned Taxpayer Service objectives will be accomplished by the Regions
and Districts through the following means:

1 Providing taxpayer service at locations that are easily accessible to all ta-
payers in environments designed to project the public service image. Off-site, satellite
locations will be established to the extent necessary based on actual and experienced local
taxpayer needs,

jusbinjueEinuabiniusEinuabiniusEin
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2 Establishing office hours that afford the taxpayers the maximum opportunity to
use Taxpayer Service facilities during the filing period. Extended office hours will be
scheduled for the filing period based on actual and experienced local needs. Particular
attention should be given to the needs of taxpayers located in geographic areas with special-
ized problems, i.e., densely populated urban areas.

3 Maintaining a year-round, nationwide toll-free telephone system for taxpayers
to call IRS.

4, Providing a pre-filing quality review of all returns for both completeness and
accuracy at the taxpayer's request. (These returns will be stamped “reviewed, but not
audited.")

5 Providing technically competent and service-motivated personnel to assist tax-
payers in preparing their returns through either Self-help or full preparation of the tax-
payer's return, as appropriate.

a Taxpayer Self-help will continue to be stressed during all phases of the
Taxpayer Service Program.

b Service persomnel will fully prepare returns in any one of the following
circumstancess

(1) If the taxpayer is incapable of using self-help methods;

(2) If the taxpayer appears capable but is unwilling and insists that
the Service prepare his return; and

(3) when working conditions permit such an expenditure of time by Ser-
vice personnel.

6 Securing and maintaining a high degree of quality in all aspects of the Program,
both technically and in the manner in which it is offered. Regions should review and con-
sider Imternal Audit reports from prior years and other indicators of quality to meet this
goal.

a The 1975 Filing Period Plan of Action for Taxpayer Service is being devel-
oped in the National Office to implement a program directed toward improving quality.

b Each region and district will develop a plan of action based on the
National Office plan of action geared toward the responsibilities of the regions and districts.

¢ We continue to encourage and promote the self-analysis currently being
carried out in some districts. All districts should regularly evaluate public response to
£3iling period and non-filing period Taxpayer Service programs, including both telephone and
face-to-face contacts. Any necessary sampling techniques may be developed locally, but
should include distribution of the Taxpayer Service Questionnaire (Form 5066) to walk-in
taxpayers during the filing period.

7 Providing adequate managerial and supervisory attention to the function to make
sure that Taxpayer Service is of the highest quality.

Section 3. Workload

L0l FY 1975 workload for each region should be based on May 1973 - April 1974 actual
workload figures plus an addition for anticipated growth, See Section 6.07.
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<02 A1l workload experience should be adjusted to reflect management's reasonable
expectations. It is likely that the rate of growth experienced in the 1974 filing period
over 1973 will continue.

.03 The expanded workload for the Stuffer Programs for notices and RSC and C letters
is anticipated for each region as follows:

Additional Workload (000's)
{Telephone Contacts)

Notices Letters Total
North-Atlantic 3444 59.5 403.9
Mid-Atlantic 287.7 49.7 337.4
Southeast 342.3 59.1 LOL1.4
Central 252.0 L3.5 295.5
Midwest 266.7 L6.1 312.8
Southwest 270.9 L6.8 317.7
Western 315.0 Shaoby 369.4
0Ic <2.0C 3.6 2.6

Section L. Manpower

<01 The permsnent and temporary man-years reflected in the schedules should be the
same as those in your FY 1974 Operating Financial Plan.

-02 The manpower figures shown herein should be used for planning and scheduling pur-
poses only. These guidelines and allocations are subject to change when the FY 1975 Budget
and the full impact of the 1974 Filing Period are known.

<03 If the FY 1975 Congressional Budpet increases are approved, we plan to allocste
248 part-time man-rears to hire permanent part-time emplorees to staff outlying posts of
duty on a pre-scheduled tour of duty, For funding purposes, permanent part-time emplorees
are paid from other than full-time, permanent funds. (Sub Object Class Code 1130} Subor—
dinate offices will be staffed to the maximum extent possible with permanent part-time TSR's.

1 The 140 additional temporary man-years allocated to the regions in FY 1974 will
be converted to 108 part-time man-years for hiring of part-time TSR's.

2 140 man~years of the expansion provided in the FY 1975 budget will also be
allocated to hire permanent part—time TSR's.

The total 248 man-years planned for this purpose will be apportioned to the
regions for staffing outlying posts of duty based upon the needs projected in the Part~time
Permanent TSR Study which was completed during FY 1973,

.04 The new Taxpayer Service organization was implemented on July 1, 197%.

1 Additional manpower authorized due to the reorganization is one manager and
one secretary per district. These additional 116 positions nationwide will be funded from
the FY 1975 budget expansion.

2 The combined Collection and Taxpayer Service organization will be split into
Collection and Taxpayer Service functions by apportioning the staffing based on prior
experienced manpower usage.
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.05 The use of detailed personnel on the Taxpayer Service Program should be kept to
the minimum necessary during the first half of FY 1975. If an unusual trend emerges in the
level of the Taxpayer Service workload during the first half, the District Director, with
regional concurrence, should take the necessary steps to provide the required skilled man-
power resources and the region should advise the National Office accordingly

.06 Additional personnel needed to perform Taxpayer Service duties will be provided
by details of Audit personnel. Details from Audit will be composed of approximately 65
percent Tax Auditors (one-half experienced Tax Auditors and one-half new recruits). The
remainder will be Revenue Agent new recruits. Details from Audit should be limited to
the number contributed in FY 1974 (515 direct men-years nationally including training);
the breakout by region follows:

NA MA SE C MW S W 010
81 &5 38 s 67 76 9t 2

1 Details from Audit during the non-filing period will be kept to the minimum
possible.

2 In outlying posts of duty staffed only with Revernue Officers, it may be neces-
sary to detail Revenue Officers to the Taxpayer Service Program. However, before Revemie
Officers are detailed to the program, consideration should be given to using itinerant
TSR's, permanent part-time TSR's, or Tax Auditors.

3 Details to the Taxpayer Service Program from Collection will be kept to the
minimum possible.

L, A1l personnel assigned to the Taxpayer Service Program should have demonstrated
a potential for the high-quality performance of these duties and should have indicated a
willingness to serve in this program. In detailing experienced personnel to the program,
preference should be given to those with previous successful details to the Taxpayer Service
Program.

.07 Fewer Temporary TSR's will be utilized on the Taxpayer Service Program in FY 1975
compared to FI 197k, Ordinarily Temporary TSR's will not be used on telephones. However,
in instances where it is necessary to use Temporary TSR's, they should only be assigned if
they have experience and training comparable to a permanent TSR and have demonstrated the
ability to perform at a level comparable with that of a permanent TSR.

.08 Regions and districts should consider the manpower impact in their outlying posts
of duty resulting from workload shifts from one location to another caused by program changes
such as the implementation of toll-free service which directs phone calls to a centralized
location. The region should use all possible means to minimize the impact of these program
changes such as careful allocation of attrition hires, redeployment of TSR's on a voluntary
basis, and reassignment of TSR's to provide for the efficient use of personnel.

.09 Taxpayer Service Representative participation in the Volunteer Income Tax Assis-
tance Program and Taxpayer Education Program should be expanded, as necessary. Any expan-
sion of the role of TSR's in these programs should be coordinated through the local Training
Office and identified in the narrative comments supporting the work schedules.

Section 5. Training Schedules

.01 Any incumbent TSR's who did not receive Advanced TSR Training prior to or during
FY 1974 should receive this training as soon as possible during the first half of FY 1975.
The maximum amount of training possible should be scheduled during the first guarter using
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FY 1974 training materials.

<02 Assuming that TSR attrition has been hired by July, some Recruit TSR Training
courses should be scheduled during the first quarter of FY 1975. The revised version of the
Pre-Filing TSR Course will be available on September 1, 1974, Any training scheduled before
that date will need to be conducted with FY 197L training materials. All pre-filing train-
ing should be scheduled for completion by the end of the second quarter. Schedules should
reflect training of the anticipated expansion hires as noted in Section 5.06.

.03 Basic Instructor Training courses and Instructor Workshops for Reeruit TSR
Training should be scheduled as early as possible in the first quarter of FY 1975,

+04 Training for Managers of Taxpayer Service should be completed as soon as possible
during the first half. Your schedules should reflect this training.

.05 Advanced TSR Training for TSR's newly hired for FY 1975 should not be scheduled
in FY 1975.

406 For the purpose of planning training during FY 1975, the following courses skould
be scheduled:

1 Recruit TSR Training (Recruit Permanents, full~time and part-time) -— 11 weeks
(Simula%ion Training is incorporated into Phase I —- 5 weeks, OJT —=- 3 weeks, Phase IT ——
3 weeks );

2 Temporary TSR Training (Recruit Temporaries) =— 3 weeks (Simulation Training
is incorporated —— 1 week);

3 Refresher TSR Training (Incumbent TSR's and Returning Temporaries) —— 1 week;

4 Training for Details-in (Collection and Audit) Since many Audit personnel
will be new recruits who have just received current tax law training, they will probably
need less tax law training for Taxpayer Service duties. However, Audit personnel who have
not had current tax law training should be scheduled for the training time necessary to
update their tax law knowledges. As required, detailed personnel should be scheduled for
training to familiarize them with current tax forms, Taxpayer Service reporting require-
ments, public relations training, etec.

5 Advanced TSR Training (Incumbent TSR's) —— 3 weeks;

6 Training for Managers of Taxpayer Serviece (All Taxpayer Service Managers) ——
minimum 1 week, maximum 2 weeks;

7 Basic Instructor Training (ALl incumbent TSR's who will be instructing TSR
Courses) — 2 weeks,

.07 For the purpose of planning training during FY 1975, the following tentative man-—
year allocations should be considered.

1 The tentative distribution of budget expansion man-vears follows:
NA MA SE c M oW W 010 NO

Man-Years 76 72 54 54 5¢ 53 el 5 5
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2 Permanent part-time TSR's should be allocated to those subordinate offices with
a need for less than one full-time, year-round TSR.

3 Only 250 temporary man—years for temporary Taxpayer Service Representatives will
be scheduled for training in FY 1975.
.08 No employee will be assigned or detailed to the Taxpayer Service Program unless
that employee has received the appropriate training outlined above for FY 1975.
.09 For training purposes, the Audit manpower used during FY 1974 .iould be rolled

over. Details of Audit manpower during the non-filing period should be kept to the minimum,

.10 The above Training Guidelines are for planning purposes only. They will belsgb—
ject to change when the funds available for training next fiscal year are kpovn. 0?f1c1a1
training guidelines will be issued later by the Assistant Commissioner (Admlnlstratlon).

Section 6. Scheduling Procedures and Timing

.01 Schedules will be prepared utilizing the listing of Taxpayer Service Activity
codes in Attachment 4.

.02 The attached Taxpayer Service Work and Manpower Planning System Worksheets (see
Attachments 1-3) will be used to estimate Taxpayer Service workload and to plan the man—
power necessary to accomplish this workload.

.03 Schedules will include both direct and indirect activities and overhead for the
Taxpayer Service Program. They will also show stheduled details both in and out of the
Taxpayer Service Program, and scheduled training for all employees assigned or detailed to
the Program.

.04 In those districts where Taxpayer Service remains under the direction of the
Chief, Collection and Taxpayer Service Division, all overhead time pertaining to the office
of the Division Chief will be reported as Collection overhead, in accordance with Collection
procedures.

.05 Taxpayer Service function scheduling and reporting periods will coincide with the
fiscal month scheduling and reporting period concept, a calendar showing the fiscal months
including the number of workdays for FY 1975 is contained in Attachment 5e

.06 Work schedules should be prepared and the originals forwarded through the regions
to reach the National Office no later than July 15, 1974.

.07 District narratives are very helpful in validating schedules and should be
forwarded together with the work schedules through regions to the National Office. These
narratives should explain reasons for variations from past experience together with any
operating decisions at variance with these guidelines which may have influenced the sched-
uling process. Narratives should include identification and explanation of the growth
factors and rate of growth projected. They should include a computation of man-years for
estimated training for the expansion hires. Districts should also inform the National
Office of their allocation of man-years to hire permanent part-time TSR's.
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Section 7. Fffect on Other bDocuments

.0l This supplements IRM 5{1L)70, 5(14)90 and 5/15)00. This "effect" should te
annotated by pen and ink beside the text cited, with a reference to this “upplement.
Also, this supplements IRM 5700 [tc be issued).

-02 This supersedes Manual Supplements 5(15)G-22, CR Z: 1L)G-5U, dated “eptemter 7,
1973, and Amend. 1, thereto, dated December 3, 1973. This alsc supersedes (iL)97.5 of
IRM 5(17)00, IDRE Handbook.

Assistant Commissionet/‘;

(Accounts, Collectior, and Taxpayer Service)
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Attachment 1 to MS 5(15)6~41, CR 5(14)G-61, 5(17)G-11S and 67G-2

Taxpayer Service Work and Manpower Planning System Worksheets

1, Purpose - The Taxpayer Service Work and Manpower Planning System Worksheets
(Forms 5145 and 5146 ) are designed to provide a uniform, logical means for
estimating workload and plamning the manpower staffing to service this work—
loads In addition, the Program emphasis continues to be on quality per-
formance of duties as well as providing services needed. The worksheets
currently provide for the projection of additional manpower needed to provide
this quality services

2, Forms - Form 5145 (Report Symbol NO-ACTS:T-120) is the Semiannual Worksheet.
Form 5146, bearing the same Report Symbol, is the Monthly format, providing
identical data. See Attachments 2 and 3.

3. Format - The separation of Taxpayer Service and Collection functions in the
field necessitated revision of the Form 5145 and Form 5146 formats used
during FY 1974, The revised forms provide for estimates of Direct and
Indirect Activities and Taxpayer Service Overheads Total hours for both
details-in and out of the Taxpayer Service Program, along with Training
scheduled for all employees assigned or detailed to the Program should be
shown.

Le Activities - Formerly, Taxpayer Service Operations and their Codes were
Tisted in the Collection Division Planning System Handbooks. Attachment 4
provides a new list of Taxpayer Service Activity Descriptions and new Code
numbers. These Activity Codes should be used in estimating data for de-
veloping the Work Schedules for FY 1975. Effective July 1, 1974, (FY 1975)
the new Activity Codes will be used for reporting Taxpayer Service work
performeds

Careful attention should be paid to the Activities listeds They have
been revised to reflect a more accurate picture of actual duties performed.
In the past some of the Operations encompassed several duties, all reported
under one Operation Code number. Using the new Activity list, these will
now be scheduled and reported under individual Activity Codes.

5. Instructions

a. Record the actual volumes for the comparable months of the prior year
for the Direct Activities provided.

b. Estimate your volume for these Direct Activities for the same months
this year.

c. Estimate your current year processing rate, keeping in mind Program
emphasis on qualitye.

d, Divide your estimated volume by your units per man-hour rate. Record
this answer for each of the Direct Activities in the Estimated M/H
column. Total these columnse

e. 1In the section below, break these figures down by category of employee
who will be performing these Direct Activities. Also record estimated
hours to be utilized as Details—out of the Program.
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fo Record man-hours actually expended last year on Indirect Activities
(when possible) and Overheads If no determination can be made for
actual hours spent on the new Indirect Activities (from FY 1974
records), skip these spaces.

gs Estimate man-hours to be spent this year on Indirect Activities as
listed, and Overhead. Total Indirect Activities and Overhead items.

he Use remarks section to indicate any unusual circumstances or clarify
statistics used.

Note: Revised drafts of Forms 5145 and 5146 will not be printed and
distributed. Reasonable facsimiles or covies of Attachments
2 and 3 will be acceptable for submission of your report figures.
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Attachment 3 to MS 5(15)6-41, CR 5(14)G-61, 5(17)G-119 and 67G-2
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Attachment 4 to MS 5(15)~41, CR 5(14)6-61, 5(17)G-119 and 57G-2
Taxpayer_ Service Activities

DIRECT ACTIVITIES

010 WAIK-IN Report both Hours and Units — All Employees
Unit count represents each Taxpayer contact

1. TInterview (each contact is éounted).

2. Prepare or assist in preparation of returns, documents, issue
Form 809 receipt, if necessary.

3. Prepare and transmit forms or documents for processing or research.

L. Determine what form or document taxpayer needs, and furnish same.
(This includes preparation of Form 4190, if necessary. )

020 PHONE-IN Report both Hours and Units — A1l Employees
(Unit count may be taken from register)

Note: If register count is available, supervisor will read and
record total number of calls received on her form. Each
employee will then record only hours.

If no register is available, or register is inoperative,
employees are required to keep individual count of callse

1., Interview and/or call back (each contact is counted).

2, Prepare and transmit forms or documents for processing or researche

3. Determine what form or document taxpayer needs, prepare Form 4190,
and transmit to distribution point.

030 CORRESPONDENCE Report both Units and Hours —- Taxpayer Service Persomnel only
Incoming and response are counted as one unit

1. Review letters, requests for information, etc.
2, Perform related research (including IDRS)s
3. Reply to taxpayer (by phone or letter o
Le Type response, where appropriates
INDIRECT ACTIVITIES
035 RESEARCH AND RESQLUTION (REFERRED} Report Hours only — Taxpayer Service Personnel

only

Note: Research that can be performed while taxpayer is on the phone
or waiting should not be reported under this Activity Code.
"0n-the-spot" research should be reported vunder the Direct
Activity being performed.

1. Receives unresolved taxpayer problems from those employees providing
front-line services, for purpose of additional researche
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2+ Performs detailed research using all possible techniques and
materials, including microfilm, IDRS, transcripts, copies of
returns, documents, etc.

3+ Prepares necessary documents for inputting information to
correct account, when needed.

Le When research has been completed, all data will be returned to
the original employee contacted for call back of resolution to
taxpayers

0,0 MONTTORING AND REVIFW (By Taxpayer Service Personnel only) Report Hours only

045

059

055

1. Review returns prepared in IRS offices, by or with the assistance
of IRS personnels

2+ Monitor incoming taxpayer calls to assess quality of service rendered.

3¢ Act as technical back-up reference point for employees providing
walk-in or telephone service to taxpayers.

Note: TSR review of returns prepared by the taxpayer, or by an agent
of the taxpayer, should not be reported under this Activity
Code., This should be reported under Code 010, Walk-in.

MONITORING_AND REVIEW (By Details—in ONLY) Report Hours only

1. Review returns prepared in IRS offices, by or with the assistance
of IRS personnels

2. Monitor incoming taxpayer calls to assess quality of service rendered.

3¢ Act as technical back-up reférence point for employees providing
walk-in or telephone service to taxpayers.

Note: TSR review of returns prepared by the taxpayer, or by an agent
of the taxpayer, should not be reported under this Activity
Code. This should be reported under Code OL0, Walk-in.
PUBLIC INFORMATION Heport Hours only
To be reported by Taxpayer Service employees only
Includes time spent in preparation and coordination
of materials
l. Speeches
2. Interviews
3+ Public (group) Instruction Sessions
OTHER Report Hours only —~ Taxpayer Service Personnel only

1. Travel to posts of duty to perform itinerant duties or delivery
of Your Business Tax Kit.

Manual Suppleme
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Attachment L—Cont. (2) to MS 5(15)G-41, CR 5(14)G-61, 5(17)G-119 and 67G-2

2. Update technical information (i.esy Manual issuances, TIR's,
TAX NEWS, etcs)e

3. Report all other time not reportable under any other Direct,
Tndirect or Overhead Activity, such as distribution of questionnaires.

OVERHFAD ACTIVITIES

060 REPORTS PREPARATION Report Hours only — Taxpayer Service Personnel only

1. Preparation of Reports, Time Cards, Travel Vouchers
(Individual daily time and Activity reports of employees are
not included ).

070 MANAGEMENT Report Hours only — Taxpayer Service Personnel only

1. Management/Supervisory Duties

2, Related Clerical Duties

3. Study and Filing of reference material
Le Attendance at conferences and meetings
5. Related travel

080 LFAVE Hours only — Taxpayer Service Personnel only
Report all leave except LWOP, Compensatory and Holiday Time

090 TAXPAYER SERVICE TRAINING Hours Only — All employees

1. All forwal classroom trainiug time, including instructor time.

. Trainee time on OJT

» N

3. T-ay~l time related tc training
Note: Instructor time on OJT is charged to the direct operation.

095 DETAILS-OUT Hours only — A1l Employees

Report all time detailed out of Taxpayer Service to another functional
activity — This,includes work performed on TDA's, TDI's, forms dis—
tribution, etce | (The name of the functional activity should be shown
in the remarks section of Form 4980, i.e., Collection, Audit, etc.)

List of Bmployee Reporting Categories
Termanent ToR

Temporary TSR or Part-time Permanent TSR

TPS Management/Supeersory

TPS Clerical

Details—in (Collection) -
Details—in Audit (Technical)

Details—in Audit (Other)
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Attachment 5 to MS 5(15)a-41, CR 5(14)G-61, 5(17)G-119 and 67G-2

TAXPAYER SERVICE FUNCTION
FY 1975 FISCAL MONTHS FOR BNTH
SCHEDULING AND REPORTING PURPOSES

Dates
Sunday Through Saturday (Inclusive)

Holiday (1) ‘* June 30, 1974 - July 6
19 Days July 7, - July 13
152 Man-Hours July 14, - July 20
. July 21, - July 27

20 Days July 78, ~ August 3
160 Man-Hours August 4, - August 10
August 11, - August 17

August 18, - August 24

Holiday (1) August 25, - August 31
24 Days September 1, - September 7
192 Man-Hours September 8, - September 14

v

September 21
September 28

September 15,
Sentember 22,

Holiday (1) September 29, - October 5
19 Days Nctober 6, - Nctober 12
152 Man-Hours October 13, - October 19

Nctober 20, Nctober 26

Holiday (1) October 27, - November 2
19 Days “ovember 3, - November 9
152 Man-Hours Movember 10, - November 16

November 17, - November 23
Holiday (2) November 24, - November 30
73 Days December 1, - December 7
184 Man-Hours December 8, - December 14

December 21
Necember 28

December 15,
December 22,

1
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Holiday (1)
19 Davs
152 Man-Hours

Holiday (1)
19 Days
157 Man-Hours

25 Days
700 Man-Hours

20 Davs
160 Man-Hours

20 Days
160 Man-Hours

Holiday (1)
24 Days
192 Man-Hours

December
Jannary
Jannary
January

January

Februarv
February
February

February
March
March
March
March

March
Anril
April
Aptil

April
May
May
May

May
Tune
Tune

June
June

79,

5,
17,
19,

23,

30,
13,
20,
27,

11,
18,

27,

1974
1975

'

Tanuary
Tannary
January
January

February
February
February
February

March
March
March
March
March

April
Aoril
April
April

May
May
May
May

May
Tune
June
Tune
June

11
18
25

15
22

15
22
29

12
19
26

10
17
24

31
7
14

21
28

1975
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Internal Revenue Service

May 13, 1274 Pestiucture of the District Collechion and Taxpayer
Service Division Action Date
" See Section 8
Implementation Detes:
Section 1. Purpose See Secticn 9

<Gl This Manval Supplement provides guidelines for restructuring the organization of
the district Collection and Taxpayer Service Division to accommodate the present role,
responsibilities, and workload of the Terpayer Service Progrem within the districts. The
primary purpose of this document is to provide guidelines for the permanent year-round
organizaiicn and staffing of the Taxpayer Service Activity. Each year specific scheduling
guidelines zre issued by the National Office Taxpayer Service Division which provide addi-
tional information concerning expanded staffing during the filing period.

«02 This Mznual Supplerient also authorizes the reorganization of the Office Branch
within the present Collection and Taxpayer Service Division in each district office to
facilitate the implementation of the Integrated Data Retrieval System (IDRS).

Section 2. Background

The organization and functions of the district Collection and Taxpayer Service Division
as outlined in IRM 1110 are based on functions and orgenizational requirements existing
prior to the installation of IDRS. In addition, since the existing district Collection ard
Taxpayer Service Division was established, significant changes have taken place in both the
size and complexity of the Taxpayer Service workload and the number and types of programs
to which the Service is committed. Such changes necessitate a realignment of the district
Collection and Taxpayer Service Division.

Section 3. Authority

<0l Regional Commissioners are authorized to restructure the organization of the
Collection and Taxpayer Service Division in district offices in accordance with the pro~-
visions of this document.

«02 If a Regional Commissioner believes that a modification to the organization
specified in this Manual Supplement would better meet the needs of the Taxpayer Service
Activity in any district in his region, he should submit his proposal for the Commissioner's
or Deputy Commissioner's consideration in accordance with IRM 1141.6.

«03 Organizational charts are shown in Attachment 2, and functional statements are
included as Attachment 3. Attachment 1 shows the grades for Taxpayer Service managerial
positions.

Section 4. Organization

«01 General, Both the new Taxpayer Service organization and the Office Branch should
be substructured into as few organizational entities as practicable. Smaller size sections
within the Office Branch should be organized only when the supervisor is responsible for
employees performing a variety of functions, i.e., a combined Analysis and Computer Services
Section, and then only when there are sufficient full-time employees to warrant separate
sections. Any substructuring will be employed only to the extent necessary to avoid over—
extending the span of control.
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Section 4--Cont. ~

.02 Super Districts (GS~17 Distwict Director) — Taxpayer Service

1 A separate Texpayer Service Division will be established in these districts
with GS-17 District Directors. In these districts, the former Collection and Taxpayer
Service Division will then be known as the Collection Division.

2 The Taxpayer Service Division will be substructured into the appropriate number

of Taxpayer Service Representative (TSR) groups; the grade level for TSR Group Managers will
be GS~10.

+03 Other Districts — Taxpayer Service

1 The remaining districts will establish a Taxpayer Service Branch within the
present Collection and Taxpayer Service Divisione

2 The Taxpayer Service Branch will be substructured into the appropriate number
of TSR groups; the grade level for TSR Group Managers will be GS-10.

o0, Size of Groups — Taxpayer Service

1 The size of TSR groups will vary among districts due to factors such as
geographic dispersion and size of district. Groups should have an authorized staffing of
12 to 15 permanent positionse This range is designed primarily to provide for smaller
groups in situations where geographic dicpersion is a factor i.e., where a substantial
portion of the group, at least three employees, is located away from the group headquarters
offices Under most other conditions, groups generally should have permanent authorized
staffing of 15 positions.

2 Districts will not establish a group substructure unless they have enough
permanent authorized positions to justify at least two groups. Generally, TSR groups are
authorized as followss less than 24 positions — no group, 24 to 35 positions -— two groups,
36 to 47 positions — three groups, etcs

3 In those subordinate offices with two or more PSR's but not a sufficient number
to establish a TSR group, districts should designate a Senior TSR who will act as a Mworking
manager" for the Taxpayer Svrvice Program at that location.

4 The Chief, Taxpayer Service Division/Branch,is both line and functional super-
visor of TSR's in the headquarters and Area offices and functional supervisor in the Zone
and Bocal offices. Designated Senior TSR's will provide line supervision of TSR's in Zone
and Local offices.

.05 Office Branches — Collection

1 ZLarge districts will generally establish three sections in the Office Branch:
an Analysis Section, a Computer Services’ Section and an Interview Section. Office Groups
in some Type II Field Branches may also be substructured if the number of full-time posi-
tions warrants it. (See Attachment 2.)

2 Medium-sized districts will usually establish two sections in an Office Branch:
an Analysis and Computer Services Section and an Interview Section. In some medium-sized
districts, separate Analysis and Computer Services Sections may be warranted at the head-
quarters office location. Office Groups in some Type II Field Branches may also be sub~
structured if the number of full-time positions warrants it. (5ee Attachment 2.)
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Section L--Joni.

3 In sm2ll districts, the Cffice Bran 5. Substruc—
turing is not contemplated unless the namber of sitions in the branch is
ient to warrant it. Two sections, an Analyzis and Computer Services Section and an
Interview Section may then be established. (See Albachment 2.3

L The Chief, Off
Representatives in Area Offi
Local offices. Designated Re

e Branch/Group.is lins supervisor of Interviewers and Revenue
s and functional supervisor of these employees in Zone and
onue Officer Group Managers will provide line supervision for
Interviewers and Revenue Representatives in Zone and Local offices. However, District
Directors may provide for line supervision of these Office Branch employees located in
Zone and Local offices by the Chief, Office Branch/&roup,where the best interests of the
Service require such an arrangement.

Section 5, Classification of Positions

» 01 Managerial grades a~d positions in the Taxpayer Service activity are shown in
Attachment 1. Position Descriptions with evaluation statements are being prepared and will
be issued by the National Office.

<02 Standard Position Descriptions and Classification Guidelines for the Office Branch
under IDRS were issued in MS 23G-58, CR 11G-73, dated July 24, 1972, Classification Guide—
“ines for Revenue Representative positions are included in MS 13G-68.% Text 33(33).1(29) -
31(33).1(23) and 31(33).3(27) - 31(33).1(29) of IR 1341, Handbook of Position Classificam
tion and Qualification Standards and Guidelines, containg Stendard Position Descriptions for
the Revenue Representative positions. *CR 03G-~22 and 51G-10C

Section 6. Staffing -- Taxpayer Service

«0l Staffing for the Taxpayer Service activity will consist of permanent TSR's on a
full-time or part~time tour of duty, details-in, and filing period temporary TSR's.

«02 Beginning in FY 1976 it has been determined that all Audit marpower detailed to
the Taxpayer Service Program will be Tax Auditors. During FY 1y75, sixty-five percent will
be Tax Auditors (50% experienced, 50f new recruits). The remainder will be Revenue Agent
new recruits,

.03 Support positions presently located in the Office Branch are multifunctional with
responsibilities for both Taxpayer Service and Collection functions. Any of these positions
which are clearly identifizble as Taxpayer Service or Collection positions should be placed
in their appropriate orgsrizational component.

Section 7. Fiscal Implications

The National Office will fund two positions per district; the Tarxpayer Service Division
Chief and one secretary in Super Districts, and the Taxpayer Service Branch Chief and one
secretary in all remaining districts. Ti.e remainder of the funding required for the District
Taxpayer Service organization will be financed within the regional Activity 2400 budget
allocation.

Section 8. Reports on Implementation

Each region should submit a plan for the restrcture of its district Taxpayer Service
organizations to the Director, Taxpayer Service Division, for his information 30 days from
the date of this Manual Supplement. The report should include a joint ARC (ACTS) —
Regional Personnel Branch estimate of the impact of this reorganization on the Collection
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Section 8--CTont.

ard Texpayer Service Div 1 Office Branch grade structure in =ach disirict, and on any
other personnel implicat of the reorganization. If any cf the perscmmel asticae rzquire
union consultation at the natioral level, please indicate.

Section 9. Implementation Dates

The suggzsted target date for implementation of the Taxpayer Service
changes is July 1, 1974. With respect to the impact on the Collection act
required action at this time is the submission of the report requested in Secticn &,
realize that due to personnel considerations or other local conditicns this Lmplementatior
dste may rot be feasible. Therefore, regions should establish tavgel da which reflect
their local situations; this target date should be reflected in the regicnal pians submitted
to the Director, Taxpayer Service Division.

Section 10, Effect on Other Documents

This supersedes IRM 1118.5, 1118.51, 1118.52, and 1118.53, and Exhibit 1118-2 ~ Exhibit
1118-2—Conts (2); and amends and supplements Exhibit 1118-1 and Text 430 of IR 1341,
Handbook of Position Classification and Qualification Standards and Guidelines. It also
amends and supplements Manual Supplement 13G-58, CR 11G-73. This "effect" should be noted
by pen and ink beside the text and on the Exhibits and Supplements cited, with a reference
to this Supplement. This Supplement supersede: MS 11G-£9, and the printed annotations to
that Supplement at IRM 1118.52 and 111£.53 and on the first vage of Exhibit 1118-2 should
be removed, with a pen-and-int reisrence tn this Supplemen:,

Dot . Pl lan

Commissioner

~ttachments
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Attachment 1 to MS 11G-76, CR 13G-70

Grades _for Taxpayer Service Managerial Positions

GS=17 District Directors GS=16 District Directors
Manhattan New Orleans
Los Angeles Springfield
Chicago Louisville
Newark Oklahoma City
San Francisco Des Moines
Detroit Denver .
Brooklyn GS-14 Portland B/ Gs-12
Philadelphia Division Wichita Branch
Jacksonville Chief Birmingham Chief
Boston Phoenix
Cleveland Albany
Baltimore Columbia
Dallas Omaha
Austin Jackson
Ste Louis Little Rock
Buffalo Parkersburg
GS-16 District Directors GS-15 District Directors
Indianapolis Providence
Atlanta Salt Lake City C/ GS-12
Cincinnati Augusta Branch
Richmond Albuquerque Chief
Pittsburgh 4/ 6s-13 Honolulu
Greensboro Branch
Ste Faul Chief
Milwauxee
Seattle
Hartford
Nashville Reno E/
A/ GS~16 District Director, at least 400,000 glimlngton
taxpayer service inquiries, at least,25 Pzrzgzouth
permanent taxpayer.servicg employees and Aberdeen 2/ G5-11
at least 1425 million individual returns filed Boise Branch
B/ GS~16 District Director, less than 14,00, 000 Fargo Chief
taxpayer service inquiries or less than 25 Burlington
permanent taxpayer service employees¥, but Cheyenne
at least o5 million individual returns filed Anchorage

¢/ G5-15 District Director, at leact 300,000
individual returns filed

D/ G5-15 District Director, less than 300,000
individual returns filed

E/ Dve %0 the size of its Audit function, Reno
has a GS=16 District Director; however, for
taxpayer serwvice purposes it falls within
the criteria for a2 =mall district

* Projected FY 1975 man-years
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Attachment 2 to MS 116-76, CR 13G-70
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Attachment 2--Cont. (1) to MS 11G6-76, CR 13G-70
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(2) to MS 11G-76, CR 13G-70

Attachment 2--Cont.
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Attachment 2--Cont. (5) to MS 11G-76, CR 13G-70
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{6) to MS 11G-76, CR 13G-70
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Attachment 3 to MS 11G6-76, CR 13G-70

REVISED COLLECTION AND TAXPAYER
SERVICE FUNCTIONAL STATEMENTS

1118,5 Collection and Taxpayer Service Functions

The organizational structure of the Taxpayer Service and Collection functions will
vary depending upon the size of the district. Specifically, a separate Taxpayer Service
Division and Collection Division will be established in the districts with GS-17 District
Directorss The Taxpayer Service function within the remaining districts will be organized
as a Taxpayer Service Branch within the Collection and Taxpayer Service Division. Attach~
ment 2 depicts the various organizational structures permissible for the Taxpayer Service
and Collection functions.

1118,51 Collection Division

The Collection Division is responsible for the receipt and transmittal of tax
returns and documents received in the district; the deposit to the credit of the Service
Center Director of tax remittances received in the district; the collection of delinquent
accounts through distraint, seizure, levy and other means; the securing of delinquent
returns; examination of offérs in compromise based on doubt as to collectibility of taxes
(except alcohol, tobacco and firearms taxes), offers in compromise of statutory additions
based on doubt as to liability (except alcohol, tobacco, firearms, employment and with—
holding taxes and specific penalties), and all offers in compromise of 100% penalties. The
Division receives, acts on, and processes information pertinent to bankruptcies, receiver-
ships, assignments, reorganizations, probate proceedings, foreclosures and redemptions after
eivil foreclosure, bulk sales, gifts and prizes, and dissolutions and initiates investiga-
tions for securing delinquent returns where necessary. The Division maintains files or
control records of payments received in insolvency, bankruptcy, and decedent cases and of
surety bonds and other collateral posted as security for tax liability. It also maintains
files and control records of property seized under distraint authority and takes appropriate
action with respect to seized property to ensure that proper legal action may be timely
taken.

1118.511 Special Procedures Staff

(1) The Special Procedures Staff is responsible for furnishing advisory assist-—
ance on technical delinquent collection and returns matters to the Chief, Collection
Division, Chief, Field Branch, Chief, Office Branch, and Group Supervisors; providing liaison
for the District Director with the Department of Justice, including the U.Se Attorneys, the
Chief Counsel and Regional Counsel on all collection matters; ascertaining tax liability and
filing of proof of claims in insolvency and decedent's estate proceedings; recommending
civil suits to enforce collection or to protect the Government's interests; processing civil
suits against the United States or the District Director; examining, reviewing and processing
seizure and sale reports; processing applications for discharge of property from the effect
of Federal tax liens and for certificates of non-attachment of Federal tax liens and certi-
ficates of subordination of the Federal tax lien; processing filed notices of Federal tax
liens and certificates of release; processing and maintaining executed collection waivers;
analyzing and determining the sufficiency of various forms of collateral offered as sescurity
for reldase of lien or postponement of collection action; furnishing technical advice and
assistance ard recommendations for or against entry into suitable escrow agreements for the
collection of delinquent accounts; reviewing recommendations for and holding conferences on
1004 penalty and transferce assessments; post reviewing of accounts reperted as uncollectible;
reviewing recommendations and holding conferences on offers in compromise cases based on
inability to pay; reviewing applications for and holding conferences on extensions of time to
pay estate tax; and maintaining riles and control records on all the above types of cases to
ensure that proper legal and other collection actions are taken timely.
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Attachment 3--Cont. (1) to MS 11G-76, CR 13G-70

(2) 1In the majority of District Offices this function is organized as a separate
Special Procedures Staff. In small offices where the Special Procedures function is a
one-position job, it is placed organizationally within the Office of the Division Chief.

1118,512 Office Branch

The Office Branch effects the collection of delinquent accounts and secures
delinquent returns through demands made by correspondence, telephone or office interviews.
Tt safeguards the Government's interest, in appropriate cases, by causing the filing of
notices of tax liens and serving or causing the service of notices of levies. It transfers
to Revenue Officer groups those assignments which require field investigations or can be
more efficiently completed by field Revenue Officers. The Branch screens and assigns cases
and maintains assignment files. It prepares periodic reports of collection activities. Tt
receives and deposits to the credit of the Service Center Director remittances received in
the District Offices, It also receives and transmits returns and documents received in the
District Office.

1118,513 Field Branch

The Field Branch is responsible for the management and control of five or more
Revenue Officer groups (Type I Field Branch), or three or more Revenue Officer groups and
an Office Group %Type II Field Branch). Within the assigned area, the Branch makes
collections of delinquent accounts and conducts a continuing program for the securing of
delinquent returns. It safeguards the Government's interest, in appropriate cases, through
the filing of notices of tax liens, and enforces collection by the serving of levies, and
seizure and sale of real and personal property. It recommends jeopardy assessments when
deemed necessary to protect revenue, c¢ivil actions to secure payment, suits to enforce
penalty for failure to honor levies, and penalty assessments as a means of collection or as
a method of cbtaining compliance with existing laws and regulations. The Branch recommends
the issuance of certificates of discharge of property from the effects of tax Jliens, recom—
mends issuances of certificates of subordination of Federal tax liems, and conducts the
investigations necessary to support such recommendations. The Branch examines offers in
compromise based on doubt as to collectibility of taxes (except alcohol, tobacco and fire-
arms taxes), offers in compromise of statutory additions based on doubt as to liability
(except alcohol, tobacco, firearms, employment and withholding taxes and specific penalties),
and all offers in compromise of 100% penalties.

1118.52 Taxpayer Service Division

The Taxpayer Service Division is responsible for planning, managing, directing and
executing a comprehensive, districtwide, year-round taxpayer service program which wiil
provide full and responsive assistance to taxpayers with respect to all types of Federal tax
returns and tax questions. The Division provides authoritative, prompt, courtecus, and
responsive services on taxpayer requests received via telephone, walk-ins and correspondence
regarding: (a) pre-filing questions; () assistance in preparing returns, including self-
help and actual preparation where the need exists; (c) aszsistsrnce on questions relating to
notices, form lethers, and obther communications rece Servi
{a) ascistance in the preparation of adjustment reques
areas, such as slien tax clearance. The Division performs detailed research and in
contactz with other offices (including service centers) to resolve issues raised by taxpayers.
The Division operates the district!s toll-free telephone system and ensures a proper balance
of staffing between this activity and all other taxpayer service activities, and is respon—
sible for preparing pericdic reports of taxpayer service activities.
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Attachment 3--Cont. (2) to MS 11G-76, CR 13G-70

1118.53 Collection and Taxpayer Service Division

The Collection and Taxpayer Service Division is responsible for the receipt
and transmittal of tax returns and documents received in the district; the deposit to the
credit of the Service Center Director of tax remittances received in the district; the
collection of delinguent accounts through distraint, seizure, levy and other means; the
securing of delinquent returns; examination of offers in compromise based on doubt as to
collectibility of taxes (except alcohol, tobacco and firearms taxes), offers in compromise
of statutory additions based on doubt as to liability (except 2lcohol, tobacce, firearms,
employment and withholding taxes and specific penalties), and all offers in compromise of
100% penalties. The Division receives, acts on, and processes information pertinent to
bankrupteies, receiverships, assignments, reorganizations, probate proceedings, fore-
closures and redemptions after civil foreclesure, bulk cales, gifts and prizes, and dis—
soluticns and initistes investigations for securing delinguent returns where necessary,
The Division maintains files or control records of payments received in inseclvency, bank—
ruptey, and decedent cases and of surety bonds and other collateral posted as security for
tax liability. Tt also maintains files and conmirol records of property seized under dis—
traint authority and takes appropriate action with respect to seized property to ensure
that proper legal action may be timely taken. Through the Texpayer Service Branch Chief,
the Division plans and manages a comprehensive year-round taxpayer service program which
will provide full and responsive assistance to taxpayerse Such assistance is provided
by answering technical and proscedural questions relating to both pre~filing and post-~
filing conditions, assistance in the preparation of tax returns, assistance in and prepara-
tion of requests for adjustments, and issuance of certificates of compliance to departing
aliens,

11184531 Special Procedures Staff

(1) Tme Special Procedures Staff is responsible for furnishing advisory assistence
on technical delinquent collection and returns matters to the Chief, Collection and Taxpaver
Service Division, Chief, Field Branch, Chief, Office Branch,and Group Supervisors; providing
liaison for the District Director with the Department of Justice, including the U,S.
Attorneys, the Chief Counsel and Regional Counsel on all collection matters; ascertaining
tax liability and ing of proof of claims in insolvency and decedent's estate proceedings;
recommending c¢ivil suits to enforce collection or to protect the Government's interests;
processing civil suits against the United States or the District Director; examining, re—
viewing and processing seizure and sale reports; processing applications for discharge of
property from the effect of Federal tax liens and for certificates of non—attachment of
Federal tax liens and certificates of subordination of the Federal tax lien; processing
filed notices of Federal tax liens and certificates of release; processing and maintaining
executed collection waivers; analyzing and determining the sufficiency of various forms of
collateral offered as security for release of lien or postponement of collection action;
furnishing technical advice and assistance and recommendations for or against entry inte
suitable escrow agreements for the collection of delinquent accounts; reviewing recomme
tions for and holding confersnces on 1004 penalty and transferee assessments; post revd
of aeccounts reported as uncollectible; reviswing recommendations and holding conferences
offers in compromise cases bssed on inability to pay; reviewing applications for and holding
conferences on extension of time tn pay estate tax; and maintaining files and control records
on all the above types of cases to ensure that proper legal and other collection actions are
taken timely.

da-

(2) In the mejority of District Offices this function is organized as a separate
Special Procedures Staff, In small offices vhere the Special Procedures function is a one=
position job, it is placed organizationally within the Office of the Division Chief.
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Attachment 3--Cont. (3) to MS 11G-76, CR 13G-70

1118.532 Office Branch
(See 1118,512)
111,533 Field Branch
(See 1118,513)
1118,534 Taxpayer Service Branch

For the Chief, Collection and Taxpayer Service Division, the Taxpayer Service Branch
is responsible for planning, managing, directing and executing a comprehensive, districtwide,
year-round taxpayer service program which will provide full and responsive assistance to
taxpayers with respect to all types of Federal tax returns. The Branch provides authorita-
tive, prompt, courteous, and responsive services on taxpayer requests received via telephone,
walk—ins and correspondence regarding: (a) pre-filing questions; (b) assistance in pre-
paring returns, including self-help and actual preparation where the need exists; (c) assis—
tance on questions relating to notices, form letters, and other communications received by
taxpayers from the Service; (d) assistance in the preparation of adjustment requests; and
(e) assistance in specialized areas, such as alien tax clearance. The Branch performs
detailed research and initiates contacts with other offices (inciuding service centers) to
resolve issues raised by taxpayers. The Branch operates the district's toll-free telephone
system and ensures a proper balance of staffing between this activity and all other taxpayer
service activities, and is responsible for preparing periodic reports of taxpayer service
activities.
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manual Department  Internal 5(15)G-51

of the Revenue 13G-76

supplement Treasury Service 68G-6

April 30, 1975 Taxpayer Service Blue Ribbon Program

Section l. Purpose

This Supplement provides instructions, guidelines and procedures for implementation of
the Taxpayer Service Blue Ribbon Program in district offices.

Section 2. Background

.01 Effective July 1, 1971, functional and nrogram respdnsibility for the year-round
Taxpayer Service Program was assigned to the newly established Taxpayer Service Division in
the National Office.

-02 For Fiscal Years 1974 and 1975, there were significant man-year increase allocated
to Taxpayer Service in district offices. For the FY 1974 filing period, each district
office appointed a Taxpayer Service Manager with sole responsibility for planning, directing
and executing the Taxpayer Service Program.

<03 Effective July 1, 1974, the District Collection and Taxpayer Service Division was
restructured to give Taxpayer Service separate organizational status.

«04 Within the past few years significant onerational improvements have been achieved
within Taxpayer Service, including the installation of IDRS, completion of the toll-free
telephone network and usc of extended office hours.

«05 In recognition of the additional responsibilities assigned to Taxpayer Service and
in view of the increasing demands from taxpayers and Congress, a study group was formed

early in Calendar Year 1974 to develop and implement a Taxpayer Service Blue. Ribbon Program.

Section 3. Taxpayer Service Blue Ribbon Study

«0l The study included provision for:

1 the establishment of a new occupation for Taxpayer Service, with new and
expanded duties and responsibilities, higher-level qualifications requirements, and an
improved grade structure. This new occupation is in addition to, not a replacement for, the
existing G5-962 Taxpayer Service Representative (TSR) occupation in Taxpayer Service.

2 an equitable and uniform method for the initial, one-time selection of incumbent
Taxpayer Service personnel to be reassigned to the new, higher-level occupation;

3 a carcer ladder which will permit the advancement of qualified Taxpayer Service
personnel from the entrance grade level to supervisory and management levels in Taxpayer
Service and to other occupational areas; and,

4 the development of training programs consistent wich work expectations.

Section 4. The New Occupation

<01 Through consultation with the Civil Service Commission, it has been determined that
the new Taxpayer Service occupation most closely resembles the present GS$S-526 Tax Auditor
occupation in terms of qualifications required. Therefore, as an interim measure, positions
in the new occupation will be classified in the GS-526 series (see also Section 5.06).

Distribution:
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.02 Series

1 The GSC has revised the GS-526 Tax Technician Series definition to include
Taxpayer Service work. It now reads:

WThis series includes positions that involve technical work
concerning tax liability requiring discretion and independent
judgement in the application of (a) knowledge of pertinent tax laws,
regulations, and procedures; (b) analytical methods; (c) skill in
personal contacts with taxpayers and their representatives; and
(d) at the full working level, knowledge of elementary accountings
The work includes examination or audit of tax returns to reach
decisions on correct tax liability, or technical assistance and
advice to the public on tax liability issues."

.03 It is anticipated that the work of the new GS-9 Taxpayer Service position will be
fully equivalent in level of difficulty and responsibility to that of the Tax Auditor,
GS-9 (Tax Technician G8-526-9), and will require fully equivalent qualifications. The new
GS-9 Taxpayer Service job will require, among other knowledge and abilities, these more
significant ones:

1 an extensive knowledge of the tax code and regulations (including tax laws and
regulations as they apply to business);

2 a familiarity with common business practices in the local area;

3 a knowledge of accounting,aquivalent,to at least that taught in college
elementary accounting courses;

4 an ability to advise business people on how to maintain books and simple
.accounting systems and how to use them to develop information for tax purposes;

5 an ability to identify, extract, and evaluate information from a variety of
records and documents such as financial balance sheets, taxpayer account records, sales and
other contracts, documents of title and property sale, and others;

6 a knowledge of the Service Center data processing system in order to follow
a taxpayer's account through the system and to institute proper corrective action (e.g.,
request for adjustment, payment tracers, filing amended returns, release of freeze codes,
resolution of invalid account identification).

7 an aiality to inform groups about taix taws and available tax scrvices;

8 an ability to assist taxpayers in any IRS related matter (i.e., acting as a
focal point for taxpayers who want to register complaints, suggestioms, ar’ problems about
any aspect of the 1RS) in addition to providing technical tax assistance

.04 Positions remaining in the GS-962 Contact Representative Seriss will be utilized
to:

1 augment GS-526 cmployees. and thereby allow them to perform duties commensurate
with their grade level a greater percentage of the time;

2 provide a "bridge" into the new GS-526 occupation -- i.e., a means by which
65-962 employees can become quatified for the higher-graded positions in the GS-526 scries;

3 provide an additional source of recruitment for the GS=526 Taxpayer Service
occupation.

Manua! Supplement



186

Section L--Cont.
-3 -

.03 Title

1 The organizational title for positions in the new GS-526 occupation will be
"Taxpayer Service Specialist' (TSS). The classification title will be "Tax Technician.'

2 The organizational title for positions remaining in the GS-962 series will be
"Taxpayer Service Representative™ (TSR). The classification title will be "Contact

Representative,'

«03 Grades, The CSC has determined that the new TSS job is classifiable, at the full
working level, at GS-9, with GS-7 and GS-5 developmental and trainee levels, respectively.

Section 5. Position Management

«0l No goal or limitation has been established for the reallocation of TSR positions
to the G5-526 series; the number and location of GS«526 positions should be dictated by
hoewn G8-5.0 workload. MNa.agement should carefully determine the availability oi GS~5_6

weornlead Lefore proposing the establishment of positions in the G$-526 series.

.02 Local needs, and the skills and abilities of incumbent TSR's, will have an impact
on the number and location of positions initially filled in the new G5-526 TSS occupation.
Line managers have the primary responsibility for these determinations, with Personnel
responsible for advising and assisting them in carrying out their position management
responsibilities, Specific position management criteria that should be applied to the

establishment of TSS positions in the GS-526 series includet: the need to concentrate
higher-graded (i.e., GS-526) work in as few positions as possible comsistent with manage-
ment needs in terms of mission accomplishment; and the need to evaluate the total

organization (i.c., Taxpayer Service Branch or Division) in terms of effective utilization
of personnel resources, including the mix of GS-962 and GS-526 positions.

+03  Regions should provide position management assistance to districts and are
responsible for carefully reviewing plans to implement the Taxpayer Service Blue Ribbon
Program. Regions should note that individual differences among their districts (e.g.,
geographic factors, population dispersion, etc.) may well result in valid differences
among them in the proportion of positions proposed for reallocation to GS5-526,

.04 while it is expected that the bulk of the higher-level work previously performed
by GS8-962-7 and 8 TSR's will now be performed by positions in the GS-526 series, there may
be a continuing need in some offices for G5-962 positions at GS-7. Specific situations

could include: small posts of duty, where substantial amounts of GS-962-7 work exist,
but where there is insufficient GS-526 work to warrant the establishment of a GS-526-9 TSS
position; and larger offices, where the number of GS-526 positions established is

insufficient to accomplish all of the work above the G5-962-6 level of difficulty. No SPD
has been established for such situations; continuing GS-962 positions above GS-6 should be
described and classified locally.

«05 By August 15, 1975, each region should notify the National Office,Personnel
Division, Attention A:P:P, of:

1 the number of permanent TSR's reassigned without promotion from GS-962 to
GS-526, by grade level and by full-time or part-time tour of duty;
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. 2 the number of permanent TSR's promoted from (35-962 to GS5-526 by grade level
and by full-time or part-time tour of duty;

3 the nwnber of permanent TSR positions remaining in GS-962, by grade level and
by full-time or part-time tour of duty.

.06 Approximately one year after full implementation of the new GS-526 TSR occupation,
a study will be conducted to determine whether these positions are f[unctioning as descrilkead
i+ rre SPD's and to determine whether GS-526 is the most appropriate classification series
for these positions.

Section 6. Position Classification

.01 Non-Supervisory, Position Descriptions

1 SPD's 595, 596, and 601 reflect the GS=5, 7 and 9 levels, respectively, of the
new GS-526 TSS occupation. These SPD's are being published in IRM 1341, Handbook of
Position Classification and Qualification Standards and Guidelines. After TSR's have been
selected for positions in the new occupation, they should be placed on an SPD at the
appropriate grade level.

2 SPD's 592, 593 and 594 describe the newly designed GS-962
TSR positions at the GS-4, GS-5 and GS-6 levels, representing trainee, developmental and
journeyman levels, respectively. These SPD's are also being published in IRM 1341.

3 SPD's 556, 560, 561 and 562 will continue to be used only for incumbent GS-%62
TSR's not seleched for the new TSS GS5-526 occupation and remaining in the (S-962 series.
These SPD's will continue to be used until incumbents leave the positions. Therealter,
thess #PO's will be abolished.

L SPD 628 and 599 are special, limited-duration SPD's for employees at GS-962-6
and 8, selected for the new T3S GS-526 occupation, but not yet eligible for
promotion to GS~526-7 or 9. These SPD's are also being published in IRM 1341.

5 Incumbents classified to (S-962-8, and not selected for the GS-526 occupation,
will be kept on those locally developed position descriptions at GS-962-8. However,
(5~962-8 positicns should not be filled after present incumbents vacate them, and no new
G5-562-8 TSR positions should be classified.

.02 WAE and Temporary TSR Positions

1 Generally, filing-season-only positions should be established to do less
complex, high-volume Taxpayer Service work which does not equate to the duties and
responsibilities of the GS-526 TSS occupation. Classification of filing-season-only
positions will, therefore, probably be appropriate in the GS-G62 series.

2 Positions established on a year-round basis but on other than a full-time
tour of duty may be classified to the G5-526 series where they meet the position management,
and position classification requirements of this Manual Supplement.

3 Substantive qualifying experience gained by employees on other than year-round
full-time tours of duty (e.g., WAE's) may be considered, on'a prorated basis, in determining
eligibility for positions in the GS-526 TSS occupation.

.03 Supervisory Positions

1 SPD 602 has been developed for the first full supervisory level over work with
a base level of (GS-526-9. The position is classified at the G5-526-11 level using SGEG,
Part II. Since this is a new position, eligible employees will have the opportunity to
compete for these Group Manager positions. If necessary, the position may be announced at
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grade levels lower than GS-11, with the understanding that employees selected will progress
to the GS-11 level as they are eligible.

2 SPD 570, Supervisory Taxpayer Service Representative, GS-962-10, will continue
to be used for the position of first-line supervisor over GS-$62 work with a base level of
GS-7.

3 Taxpayer Service managerial positions above the first full supervisory level
will continue to be classified at their present series and grade, using existing SPD's or
locally developed position descriptions for these positions,

Section 7. Qualification Guidelines

<01 The basic qualification requirements for GS-526 TSR positions are the same as
those for GS~526 Tax Technician (Tax Auditor) positions and are found in 21(11).}1 of
IRM 1341, Handbook of Position Classification and Qualification Standards and Guidelines.

.02 By agreement with the Central Office of the Civil Service Commission, and to Wake
the transition from the GS-962 series without unduly penalizing incumbent TSR's Specialized
Experience Requirement Number 1 is amended to include:

"experience in tax assistance work, including the actual preparation of returns and the
computation of tax liability, which required the application of pertinent parts of tbe
Internal Revenue Code and related regulations and procedures (but which did not require
a full professicnal knowledge of accounting) when the experience pas demonst?ated .
ability to (1) conduct analytical examinations, (2) make imaginative use of in-office
factfinding techniques, and, (3) develop effective public contact skills.

.03 For G3-525 positions at G3-9 or above, accounting knowledse at least equivalent to
that tayght in college elemsntary accounting courses is reguired. This requirement may be
met by successful completion of six semester hours {or the equivalent) of college accounting
courses, or business or commercial schosl courses, or by the successful completion of the
IRS correspondence courses in Fundamental and Constructive Accounting. A fuller explanation
cf the accounting requiremsnt is founi in 21(11).11 of IRM 1341.

Section 8. Screening Incumbent GS-952 TSR's for promotion or Reassignmsnt to the G35-525
Series

.01 The screening and selection process will be conducted in accordance with IRM 1851
(Servicewide Promotion Plan) and this Manual Supplement. In addition, districts will extend
the following provisions of Article 7 of the Multi-District Agreement (MDA) to this process:
Section 3A, Section 3E, Section LA, Section LC, Section LE, Section 6B, Section 5T,

Section 5D, Section 9, Section 10, Section 11 ani Section 14. The remaining provisions of
Article 7 of MDA are not applicable.

.02 Initial competition for entry into new GS-525 series will be limited to incumbent
GS-952's because of ceiling restrictions within Taxpayer Service. (For filling vacancies,
see Section 10).

.03 All GS-952 TSR's, GS-5 and above, GS-4 TSR's eligible for promotion to GS-5, who
wish to be considered for positions in the GS-525 series should complete Form L5356, Appli-
cation for Promotion/Reassignment Consideration, and submit it to their servicing Personnel
Offices.

.0k ALl supervisors are required to prepare new performance evaluations (e.g., Forms
3851) prior to the screening process, which reflect performance with the past 12 months.
(Follow provisions of Mg O4G-5),

.05 All applicants will be evaluated by the Screening Panel by considering current
supervisory evaluations; pertinent awards; pertinent training and/or education; and the
results of a panel interview. Specific instructions for the Screening Panel are contained
in Attachment 1 to this Manual Supplemsnt.
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.06 The Screening Panel will have the responsibility of screening all GS-962
candidates for positions in the new G$-526 TSS occupation,

.07 All GS-962 applicants who are selected for positions in the GS-526 series and are
fully eligible for promotion to Grades GS-526-7 or 9 should be promoted to those positions.
(At the GS-9 level full eligibility includes 6 hours of Accounting as well as the required
experience.)

.08 All GS-962 applicants at Grades GS-5 and G3-7 who are selected for positions in
the GS-526 series and are not fully eligible for promotion should be reassigned to positions
in the GS-526 series at their present grades.

.09 (©S-962 applicants at Grade GS-962-6 or 8 who are selected for positions in the
(GS-526 series and are not eligible for promotion should be reassigned to the special,
limited-duration SPD developed for Grades GS-526-6 and 8.

.10 All employees selected for the new (GS-526 TSS occupation will be expected to have
demonstrated the potential to advance to the GS-9 full-performance level.

1 Progressive promotion to the full-performance level will occur as employees
meet the qualifications requirements for the next higher grade, have the required time in
grade, and are certified by their supervisors as being able to perform the work at the
higher grade.

2 Generally, employees will remain in traimee or developmental positions for
approximately one year, or until fully eligible for promotion.

3 If for any reason an employee below the full-performance level is determined
to be not promotable after one year, he/she should be counselled in line with IRM 0431,
Supervisor’s Guide to Performance Appraisal. This counselling should include the establish-
ment of a new individual training and development plan lasting no longer than one additional
year.

4 1If the employee is not promoted by the end of this additional year, actionm
should be initiated to remove him/her from the GS-526 occupation by reassignment, demotion,
or separation, in line with Internal Revenue Service and Civil Service Commission require=-
ments,

.11 Interview guidelines and sample questions will be transmitted separately to each
Regional Personnel Officer who will, in turn, furnish a supply to each District Persomnel
Officer.

Section 9. Applicants Not Selected for Positions in the New GS-526 TSS Occupation

.01 The status of non-supervisory incumbents remaining in the GS§-962 series will not
be adversely affected by the establishment of the new GS-526 TSS occupation.

.02 Employees assigned to GS-962 positions on or before May 1, 1975 and not reassigned
to a GS-526 position may be given career promotions to GS-962-7.

.03 TIncumbents of GS-962 positions not selected for positioms im the new GS-526
occupation should be counselled on the reasons for their non-selection.
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Section 10, Filling Future Vacancies

After the initial consideration of incumbent GS-962 TSR applicants, existing and
future vacancies in the new occupation will be filled by concurrent consideration of quali-
fied applicants from all activities of IRS and applicants on PACE registers.

Section 11. Procedures

Detailed procedures covering the expanded work to be performed by TSS's will be
issued separately.in IRM 5(15)50, Taxpayer Service Representative Handbook.,

Section 12. Additional 7SS Training

.01 The new duties to be performed by GS-526 TSS's will require additional training
beyond the Basic and Advanced TSR courses. It is estimated that at least an additional
week's training will be needed to prepare these employees to undertake such duties as:

providing tax planning information on the timing of sales of capital assets and
ordinary assets; recommending recordkeeping methods and accounting methods;
advising taxpayers on the selection of the most advantageous method of depreciation;
recommending use of the Income Averaging provisions; etc.

-02 The training material will be distributed to the field by May 15, 1975. The

program will be developed as a separate module for those employees who are screened into
the new positions; the module could also be added to the Advanced course.

.03 Additional information on this course will be provided as the course content is
developed.

Section 13. Implementing Actions and Completion Dates

.01 The target date for full implementation of the Taxpayer Service Blue Ribbon
Program is the beginning of Fiscal Year 1976.

.02 To meet the above date, the following actions must be taken:

Responsible Completion

Action Item Office Date
Select Screening Panel RC/DO 4/15/75
Issue Additional Training Material for TSS's NO 5/15/75
Complete Current Performance Evaluations

by First~Line Supervisors DO 5/1/75
Screen Incumbent TSR's RO/DO 6/1/75
Complete Additional TSS Training, As Required - RO/DO 6/22/75

.03 Full implementation includes the preparation of the necessary Personnel actions
to complete the reassignment and promotion,. as warranted, of Taxpayer Service employees who
are selected for positions in the new occupation.

Section 14. Supply of Form M-0021

Initial distribution of Form M-0021, Taxpayer Service Representative Screening
Frocedure, will be made without requisition.
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Section 15. Effect on Other Documents

This amends 21(L1).11 of IRM 1341, Handbook of Position Classification and Qualification
Standards and Guidelines and supplements IRM 5(15)50, Taxpayer Service Representative Handbook
This "effect" should be annotated by pen and ink on the Handbooks, with a reference to this

AMlso, this supplements IRM 6800 (to be issued).

%C— mw—-.(_,\

Comnissioner

Supplement.
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Attachment 1 to MS 5(15)G-51, CR 13G-75 and 68G-6

Screening and Selection Process for
Taxpayer Service Representatives

The screening and selection process for the new GS-526 occupation in Taxpayer
Service will consist of two distinct elements: the Promotion Appraisal completed by
the supervisor worth a maximum of 60 points and the Screening Panel's evaluation worth
a maximum of 40 points. The total points in each element will be combined and will
constitute the final score for each candidate. Cutoff score for highly qualified will
be 71. No candidate with a score of less than 71 will be converted. Best qualified
will be determined based on assigned scores, in rank order. Best, qualified candidates
will be referred to the selecting official in alphabetical order, The number of candidates
selected for conversin i1l 2= bused on real =nd projected workload requirements.

I. Performance Bvaluation 60 Points

BEvaluation Form (3861) has 12 factors, each rated 5, 4, 3, 2, or 1; a perfect
total score is 60. Add the ratings given on each factor, and the total of all ratings
then becomes the final score of the evaluation.

II, Panel Judgment L0 Points
Composition of Panel

The panel must consist of three voting members: two top or mid-level managers,
one first line manager and, if possible, should include a non-voting member from
Personnel. The top or mid-level managers may include a Division or Branch Chief
from any activity in the District, or the Taxpayer Service Program Manager, or above,
in the Regional Office.

Methods to be Used

The following methods or sources of information will be utilized in evaluating
applicants against the Promotion Criteria: current supervisory performance evaluation,
pertinent awards, pertinent training and/or education and the interview. Panel
members must insure that all sowrces of information are considered in determining the
final rating of each candidate.

Promotion Criteria

Promotion criteria are as follows:

1., Interpersonal Skill A. Ability to meet and deal with and explain
technical tax laws and regulations to a wide
variety of people, including some who may not
readily accept the advice given.

B. Ability to express thoughts in an effectual
and diplomatic manner both in oral and written
communications.

C. Ability to inform groups about tax laws and
about the services available to taxpayers
at IRS.

2. Technical Expertise A. Demonstrates a sound knowledge of basic accounting
principles.
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B. Possesses an extensive knowledge of tax code
and regulations and is able to advise taxpayers
in terms of how tax laws and procedures relate
to their present or future circumstances.

C. Keeps informed of changing laws and procedures.

D. Knowledgeable of pertinent information sources
and how to utilize them.

E. Possesses a thorough knowledge of IRS organi-
zation and functions.

3, Decision Making Skills A. Ability to evaluate data and tO identify and
extract pertinent information from a variety
of documents.

B. Ability to determine what action would result
in the best solution to a taxpayer's problem.

G. Ability to discover and isolate potential tax
issues.

D. Ability to analyze issues pertaining to tax
laws and proccdural matters, weigh alternatives,
and to arrive at a correct and logical answer.

L. Dependability A. Ability to handle contacts with individual
taxpayers and make presentations to groups
whether on IR3S premises or at off-site locations
in an independent manner, but keeps supervisor
apprised of significant matters-.

B. Ability to effectively organize, plan and complete
assignments to maximize the utilization of time.

C. Completes work assignments in such a mamner and
with the degree of accuracy as to present an
exemplary image of the Service.

5, Adaptability A. Readily assimilates changes in regulations and
procedures.

B. Accepts special assignments and responds readily
to changes in plans and priorities.

C. 1Is resourceful in finding solutions to unusual
problems and is able o develop new approaches
and technigues when situations warrant.

¥ach criterion has a maximum point value of five and a minimum of one. The panel
hembers will individually assign point values for each criterion. The totals of these
assigned point values will then be averaged. (See conversion table for details).

Ratings will be assigned on the following bases:

Outstanding Potential - 5 points, the candidate meets the full definition
of this factor for the grade level indicated.
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Very Good Potential - 4 points, the candidate nearly meets the full
definition for this factor at the indicated grade level. The candidate could meet
expectations with a minimum of guidance and experience.

Good Potential - 3 points, the candidate does not fully meet the expectations
of this factor for the indicated grade level. Additional experience and guidance is
required for the candidate to fully meet the definition of this factor.

Fair Potential — 2 points, the candidate does not meet the expectations of this
factor for the indicated grade level. The candidate possibly may meet the definition
of this factor with considerable training, experience, and guidance.

Minimal Potential - 1 point, the candidate presently does not possess the
ability to meet the definition of this factor for the indicated grade level even with
considerable training, experience and guidance.

Panel Score

Add the ratings given on each eriterion to arrive at a raw score. Then, using
the table provided on the worksheet, determine the converted score.

I1I. The panel should then fully complete Form M-0021 for each applicant, per the
instructions contained on the form. (A copy of the formis included as part of
Attachment 1.)
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Onte
Taxpayer Service Specialist Screening Procedure

Candidate's Name Post of Duty

Instructions:

1. This form will be fully completed on each candidate for entry into the new occupation. It will becono & permanent part of
the promotion folder for documentation purposes.

2. Part A reflects the final score essigned to the candidete by his/her supervisor on the Promotion Appraisal, This is worth
a maximum of 60 points.

w

The table in Part B reflects ecross the top all the possible combinations of combined points assigned by individual panel
mombers. The values below are the fully computed scores for each evaluation criterion including the averaging of points
assigned by panel members, The panel should tatal individidually essigned scores and locate that total en the top line of
the table. The converted score should then be placed on the line next to the appropriate criterion.

4, The narrative statement reflecting consensus of the panel's final rating on each candidate will be completed in Part G,

5, Panel members will sign under the statement in Part C,

Part A = Supervisory Appraisal

Total

Each of 12 factors on Form 3861 is assigned a rating., Add assigned ratings for total,

Part B - Screening Panel

Raw Score 15 l 14 13 I 12 11 110 9 8 7 6
A M- T Lo

Comverted Score] 80 1 7.5 | 69 ‘64 1 59 | 53 48 |43 | 37 |32
Criteria i Cor

ted Score Total Converted Score | Final Combined Score
e (Total of Parts A and B)

a, Interpersonal Skills

b, Technical Expertise

c, Decision Making

d. Dependability

o, Adaptability

Part C - Narrative Statement

Signature Signaturs Signature

Form M-0021 (4-75) Department of the Treasury - Internal Revenue Service
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Ma nuaE Internat 1218-40

Revenue Date of Issue:

T[F @Dﬂ@ﬁﬁ]ﬁﬁﬁ@” Service December 16, 1974

Purpose participating in conducting seizures. When TSRs have
time available from their primary function they are

for IRM 1218, Policies of the Internal Revenue Service SXpected to perform duties in support of other District

Handbook, oot N b Office activities, such as telephone contacts on RCP
1 Ga";iggg. approved by the Commissioner November leads, following up on TDIs, and office processing work.

Also, clarifying changes have been made concerning
Service preparation of returns for taxpayers.

This transmits a revised statement of Service policy

Removal and Insertion of Pages
Effect on Other Documents

Manual Transmittal 1218-24, dated November 6,
1973, is obsolete.

Remove:
P-5-133 (Cont.) — P—5-154

Insert:
P-5-133 (Cont.) — P-5-154

Nature of Changes
P-5-154 has been revised to provide that Taxpayer 0M /g *%77‘4&—\__

Service personnel will not be assigned inventories of
TDAs, TDIs, or Audit examinations, or perform enforce-  JEREMIAM R. TuomPsoN
ment duties, such as scrving summonses or levies, and  Director, Internal Management Documents Division

MT 1218-40 (12-16-74) IR Manual
Official Use Only



