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115TH CONGRESS REPORT
9d Session. HOUSE OF REPRESENTATIVES 115—

21ST CENTURY IRS ACT

APRIL --, 2018.—Committed to the Committee of the Whole House on the State of
the Union and ordered to be printed

Mr. BRADY of Texas, from the Committee on Ways and Means,
submitted the following

REPORT

together with

VIEWS
[To accompany H.R. 5445]

[Including cost estimate of the Congressional Budget Office]

The Committee on Ways and Means, to whom was referred the
bill (H.R. 5445) to amend the Internal Revenue Code of 1986 to im-
prove cybersecurity and taxpayer identity protection, and mod-
ernize the information technology of the Internal Revenue Service,
and for other purposes, having considered the same, reports favor-
ably thereon with an amendment and recommends that the bill as
amended do pass.

The amendment is as follows:

Strike all after the enacting clause and insert the following:

SECTION 1. SHORT TITLE; ETC.

(a) SHORT TITLE.—This Act may be cited as the “21st Century IRS Act”.

(b) AMENDMENT OF 1986 CODE.—Except as otherwise expressly provided, when-
ever in this Act an amendment or repeal is expressed in terms of an amendment
to, or repeal of, a section or other provision, the reference shall be considered to be
made to a section or other provision of the Internal Revenue Code of 1986.

(c) TABLE OF CONTENTS.—The table of contents of this Act is as follows:

Sec. 1. Short title; etc.

TITLE I-CYBERSECURITY AND IDENTITY PROTECTION

Sec. 101. Public-private partnership to address identity theft refund fraud.

Sec. 102. Recommendations of Electronic Tax Administration Advisory Committee regarding identity theft re-
fund fraud.

Sec. 103. Information sharing and analysis center.

Sec. 104. Compliance by contractors with confidentiality safeguards.

Sec. 105. Report on electronic payments.
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TITLE II-DEVELOPMENT OF INFORMATION TECHNOLOGY

Sec. 201. Management of Internal Revenue Service information technology.
Sec. 202. Development of online accounts and portals.
Sec. 203. Internet platform for Form 1099 filings.

TITLE III—-MODERNIZATION OF CONSENT-BASED INCOME VERIFICATION SYSTEM

Sec. 301. Disclosure of taxpayer information for third-party income verification.
Sec. 302. Limit redisclosures and uses of consent-based disclosures of tax return information.

TITLE IV—EXPANDED USE OF ELECTRONIC SYSTEMS

Sec. 401. Electronic filing of returns.

Sec. 402. Uniform standards for the use of electronic signatures for disclosure authorizations to, and other au-
thorizations of, practitioners.

Sec. 403. Payment of taxes by debit and credit cards.

TITLE I—CYBERSECURITY AND IDENTITY
PROTECTION

SEC. 101. PUBLIC-PRIVATE PARTNERSHIP TO ADDRESS IDENTITY THEFT REFUND FRAUD.

The Secretary of the Treasury (or the Secretary’s delegate) shall work collabo-
ratively with the public and private sectors to protect taxpayers from identity theft
refund fraud.

SEC. 102. RECOMMENDATIONS OF ELECTRONIC TAX ADMINISTRATION ADVISORY COM-
MITTEE REGARDING IDENTITY THEFT REFUND FRAUD.

The Secretary of the Treasury shall ensure that the advisory group convened by
the Secretary pursuant to section 2001(b)(2) of the Internal Revenue Service Re-
structuring and Reform Act of 1998 (commonly known as the Electronic Tax Admin-
istration Advisory Committee) studies (including by providing organized public fo-
rums) and makes recommendations to the Secretary regarding methods to prevent
identity theft and refund fraud.

SEC. 103. INFORMATION SHARING AND ANALYSIS CENTER.

(a) IN GENERAL.—The Secretary of the Treasury (or the Secretary’s delegate) may
participate in an information sharing and analysis center to centralize, standardize,
and enhance data compilation and analysis to facilitate sharing actionable data and
information with respect to identity theft tax refund fraud.

(b) DEVELOPMENT OF PERFORMANCE METRICS.—The Secretary of the Treasury (or
the Secretary’s delegate) shall develop metrics for measuring the success of such
center in detecting and preventing identity theft tax refund fraud.

(c¢) DISCLOSURE.—

(1) IN GENERAL.—Section 6103(k) is amended by adding at the end the fol-
lowing new paragraph:

“(13) DISCLOSURE OF RETURN INFORMATION FOR PURPOSES OF CYBERSECURITY
AND THE PREVENTION OF IDENTITY THEFT TAX REFUND FRAUD.—

“(A) IN GENERAL.—Under such procedures and subject to such conditions
as the Secretary may prescribe, the Secretary may disclose specified return
information to specified ISAC participants to the extent that the Secretary
determines such disclosure is in furtherance of effective Federal tax admin-
istration relating to the detection or prevention of identity theft tax refund
fraud, validation of taxpayer identity, authentication of taxpayer returns, or
detection or prevention of cybersecurity threats.

“(B) SPECIFIED ISAC PARTICIPANTS.—For purposes of this paragraph—

“(i) IN GENERAL.—The term ‘specified ISAC participant’ means—

“(I) any person designated by the Secretary as having primary
responsibility for a function performed with respect to the informa-
tion sharing and analysis center described in section 403(a) of the
21st Century IRS Act, and

“(II) any person subject to the requirements of section 7216 and
which is a participant in such information sharing and analysis
center.

“(ii) INFORMATION SHARING AGREEMENT.—Such term shall not include
any person unless such person has entered into a written agreement
with the Secretary setting forth the terms and conditions for the disclo-
sure of information to such person under this paragraph, including re-
quirements regarding the protection and safeguarding of such informa-
tion by such person.
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“(C) SPECIFIED RETURN INFORMATION.—For purposes of this paragraph,
the term ‘specified return information’ means—

“(1) in the case of a return which is in connection with a case of po-
tential identity theft refund fraud—

“(I) in the case of such return filed electronically, the internet
protocol address, device identification, email domain name, speed
of completion, method of authentication, refund method, and such
other return information related to the electronic filing characteris-
tics of such return as the Secretary may identify for purposes of
this subclause, and

“(II) in the case of such return prepared by a tax return pre-
parer, identifying information with respect to such tax return pre-
parer, including the preparer taxpayer identification number and
electronic filer identification number of such preparer,

“(i1) in the case of a return which is in connection with a case of a
identity theft refund fraud which has been confirmed by the Secretary
(pursuant to such procedures as the Secretary may provide), the infor-
mation referred to in subclauses (I) and (II) of clause (i), the name and
taxpayer identification number of the taxpayer as it appears on the re-
turn, and any bank account and routing information provided for mak-
ing a refund in connection with such return, and

“(ii) in the case of any cybersecurity threat to the Internal Revenue
Service, information similar to the information described in subclauses
(I) and (II) of clause (i) with respect to such threat.

“(D) RESTRICTION ON USE OF DISCLOSED INFORMATION.—

“(i) DESIGNATED THIRD PARTIES.—Any return information received by
a person described in subparagraph (B)(i)(I) shall be used only for the
purposes of and to the extent necessary in—

“(I) performing the function such person is designated to perform
under such subparagraph,

“(II) facilitating disclosures authorized under subparagraph (A)
to persons described in subparagraph (B)(i)(II), and

“(III) facilitating disclosures authorized under subsection (d) to
participants in such information sharing and analysis center.

“(i1) RETURN PREPARERS.—Any return information received by a per-
son described in subparagraph (B)i)(II) shall be treated for purposes of
section 7216 as information furnished to such person for, or in connec-
tion with, the preparation of a return of the tax imposed under chapter

“(E) DATA PROTECTION AND SAFEGUARDS.—Return information disclosed
under this paragraph shall be subject to such protections and safeguards
as the Secretary may require in regulations or other guidance or in the
written agreement referred to in subparagraph (B)(ii). Such written agree-
ment shall include a requirement that any unauthorized access to informa-
tion disclosed under this paragraph, and any breach of any system in which
such information is held, be reported to the Treasury Inspector General for
Tax Administration.”.

(2) APPLICATION OF CIVIL AND CRIMINAL PENALTIES.—

(A) Section 6103(a)(3) is amended by striking “subsection (k)(10)” and in-
serting “paragraph (10) or (13) of subsection (k)”.

(B) Section 7213(a)(2) is amended by inserting “or (13)” after “(k)(10)”.

SEC. 104. COMPLIANCE BY CONTRACTORS WITH CONFIDENTIALITY SAFEGUARDS.

(a) IN GENERAL.—Section 6103(p) is amended by adding at the end the following
new paragraph:

“(9) DISCLOSURE TO CONTRACTORS AND OTHER AGENTS.—Notwithstanding any
other provision of this section, no return or return information shall be disclosed
to any contractor or other agent of a Federal, State, or local agency unless such
agency, to the satisfaction of the Secretary—

“(A) has requirements in effect which require each such contractor or
other agent which would have access to returns or return information to
provide safeguards (within the meaning of paragraph (4)) to protect the con-
fidentiality of such returns or return information,

“(B) agrees to conduct an on-site review every 3 years (or a mid-point re-
view in the case of contracts or agreements of less than 3 years in duration)
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of each contractor or other agent to determine compliance with such re-
quirements,
“(C) submits the findings of the most recent review conducted under sub-
paragraph (B) to the Secretary as part of the report required by paragraph
(4)(E), and
“(D) certifies to the Secretary for the most recent annual period that such
contractor or other agent is in compliance with all such requirements.
The certification required by subparagraph (D) shall include the name and ad-
dress of each contractor and other agent, a description of the contract or agree-
ment with such contractor or other agent, and the duration of such contract or
agreement. The requirements of this paragraph shall not apply to disclosures
pursuant to subsection (n) for purposes of Federal tax administration.”.
(b) CONFORMING AMENDMENT.—Section 6103(p)(8)(B) is amended by inserting “or
paragraph (9)” after “subparagraph (A)”.
(c) EFFECTIVE DATE.—The amendments made by this section shall apply to disclo-
sures made after December 31, 2022.

SEC. 105. REPORT ON ELECTRONIC PAYMENTS.

Not later than 2 years after the date of the enactment of this Act, the Secretary
(or the Secretary’s delegate), in coordination with the Bureau of Fiscal Service and
the Internal Revenue Service, and in consultation with private sector financial insti-
tutions, shall submit a written report to Congress describing how the government
can utilize new payment platforms to increase the number of tax refunds paid by
electronic funds transfer. Such report shall weigh the interests of reducing identity
theft tax refund fraud, reducing the Federal Government’s costs in delivering tax
refunds, the costs and any associated fees charged to taxpayers (including monthly
and point-of-service fees) to access their tax refunds, the impact on individuals who
do not have access to financial accounts or institutions, and ensuring payments are
made to accounts at a financial institution that complies with section 21 of the Fed-
eral Deposit Insurance Act, chapter 2 of title I of Public Law 91-508, and subchapter
II of chapter 53 of title 31, United States Code (commonly referred to collectively
as the “Bank Secrecy Act”) and the USA PATRIOT Act. Such report shall include
any legislative recommendations necessary to accomplish these goals.

TITLE II—-DEVELOPMENT OF INFORMATION
TECHNOLOGY

SEC. 201. MANAGEMENT OF INTERNAL REVENUE SERVICE INFORMATION TECHNOLOGY.

(a) DUTIES AND RESPONSIBILITIES OF INTERNAL REVENUE SERVICE CHIEF INFORMA-
TION OFFICER.—Section 7803 is amended by adding at the end the following new
subsection:

“(f) INTERNAL REVENUE SERVICE CHIEF INFORMATION OFFICER.—

“(1) IN GENERAL.—There shall be in the Internal Revenue Service an Internal
Revenue Service Chief Information Officer (hereafter referred to in this sub-
section as the ‘IRS CIO’) who shall be appointed by the Administrator of the
Internal Revenue Service.

“(2) CENTRALIZED RESPONSIBILITY FOR INTERNAL REVENUE SERVICE INFORMA-
TION TECHNOLOGY.—The Administrator of the Internal Revenue Service (and
the Secretary) shall act through the IRS CIO with respect to all development,
implementation, and maintenance of information technology for the Internal
Revenue Service. Any reference in this subsection to the IRS CIO which directs
the IRS CIO to take any action, or to assume any responsibility, shall be treat-
ed as a reference to the Administrator of the Internal Revenue Service acting
through the IRS CIO.

“(3) GENERAL DUTIES AND RESPONSIBILITIES.—The IRS CIO shall—

“(A) be responsible for the development, implementation, and mainte-
nance of information technology for the Internal Revenue Service,

“(B) ensure that the information technology of the Internal Revenue Serv-
ice is secure and integrated,

“(C) maintain operational control of all information technology for the In-
ternal Revenue Service,

“(D) be the principal advocate for the information technology needs of the
Internal Revenue Service, and
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“(E) consult with the Chief Procurement Officer of the Internal Revenue
Service to ensure that the information technology acquired for the Internal
Revenue Service is consistent with—

“di) the goals and requirements specified in subparagraphs (A)
through (D), and

“(i1) the strategic plan developed under paragraph (4).

“(4) STRATEGIC PLAN.—

“(A) IN GENERAL.—The IRS CIO shall develop and implement a multiyear
strategic plan for the information technology needs of the Internal Revenue
Service. Such plan shall—

“@i) include performance measurements of such technology and of the
implementation of such plan,

“@i1) include a plan for an integrated enterprise architecture of the in-
formation technology of the Internal Revenue Service,

“(ii) include and take into account the resources needed to accom-
plish such plan,

“iv) take into account planned major acquisitions of information
technology by the Internal Revenue Service, including Customer Ac-
cmant Data Engine 2 and the Enterprise Case Management System,
an

“(v) align with the needs and strategic plan of the Internal Revenue
Service.

“(B) PLAN UPDATES.—The IRS CIO shall, not less frequently than annu-
ally, review and update the strategic plan under subparagraph (A) (includ-
ing the plan for an integrated enterprise architecture described in subpara-
graph (A)(ii)) to take into account the development of new information tech-
nology and the needs of the Internal Revenue Service.

“(5) SCOPE OF AUTHORITY.—

“(A) INFORMATION TECHNOLOGY.—For purposes of this subsection, the
term ‘information technology’ has the meaning given such term by section
11101 of title 40, United States Code.

“(B) INTERNAL REVENUE SERVICE.—Any reference in this subsection to the
Internal Revenue Service includes a reference to all components of the In-
ternal Revenue Service, including—

“(1) the Office of the Taxpayer Advocate,

“(i1) the Criminal Investigation Division of the Internal Revenue
Service, and

“(iii) except as otherwise provided by the Secretary with respect to
information technology related to matters described in subsection
(b)(3)(B), the Office of the Chief Counsel.”.

(b) INDEPENDENT VERIFICATION AND VALIDATION OF THE CUSTOMER ACCOUNT
DATA ENGINE 2 AND ENTERPRISE CASE MANAGEMENT SYSTEM.—

(1) IN GENERAL.—The Administrator of the Internal Revenue Service shall
enter into a contract with an independent reviewer to verify and validate the
implementation plans (including the performance milestones and cost estimates
included in such plans) developed for the Customer Account Data Engine 2 and
the Enterprise Case Management System.

(2) DEADLINE FOR COMPLETION.— Such contract shall require that such
verification and validation be completed not later than the date which is 1 year
after the date of the enactment of this Act.

(3) APPLICATION TO PHASES OF CADE 2.—

(A) IN GENERAL.—Paragraphs (1) and (2) shall not apply to phase 1 of the
Customer Account Data Engine 2 and shall apply separately to each other
phase.

(B) DEADLINE FOR COMPLETING PLANS.—Not later than 1 year after the
date of the enactment of this Act, the Administrator of the Internal Rev-
enue Service shall complete the development of plans for all phases of the
Customer Account Data Engine 2.

(C) DEADLINE FOR COMPLETION OF VERIFICATION AND VALIDATION OF
PLANS.—In the case of any phase after phase 2 of the Customer Account
Data Engine 2, paragraph (2) shall be applied by substituting “the date on
which the plan for such phase was completed” for “the date of the enact-
ment of this Act”.

(¢c) COORDINATION OF IRS CIO AND CHIEF PROCUREMENT OFFICER OF THE INTER-
NAL REVENUE SERVICE.—
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(1) IN GENERAL.—The Chief Procurement Officer of the Internal Revenue
Service shall—

(A) identify all significant IRS information technology acquisitions and
provide written notification to the Internal Revenue Service Chief Informa-
tion Officer (hereafter referred to in this subsection as the “IRS CIO”) of
each such acquisition in advance of such acquisition, and

(B) regularly consult with the IRS CIO regarding acquisitions of informa-
tion technology for the Internal Revenue Service, including meeting with
the IRS CIO regarding such acquisitions upon request.

(2) SIGNIFICANT IRS INFORMATION TECHNOLOGY ACQUISITIONS.—For purposes
of this subsection, the term “significant IRS information technology acquisi-
tions” means—

(A) any acquisition of information technology for the Internal Revenue
Service in excess of $1,000,000, and

(B) such other acquisitions of information technology for the Internal Rev-
enue Service (or categories of such acquisitions) as the IRS CIO, in con-
sultation with the Chief Procurement Officer of the Internal Revenue Serv-
ice, may identify.

(3) ScoPE.—Terms used in this subsection which are also used in section
7803(f) of the Internal Revenue Code of 1986 (as amended by subsection (a))
shall have the same meaning as when used in such section.

SEC. 202. DEVELOPMENT OF ONLINE ACCOUNTS AND PORTALS.

(a) IN GENERAL.—The Secretary of the Treasury or the Secretary’s delegate (here-
after referred to in this section as the “Secretary”) shall—

(1) develop secure individualized online accounts to provide services to tax-
payers and their designated return preparers, including obtaining taxpayer in-
formation, making payment of taxes, sharing documentation, and (to the extent
feasible) addressing and correcting issues, and

(2) develop a process for the acceptance of tax forms, and supporting docu-
mentation, in digital or other electronic format.

(b) ELECTRONIC SERVICES TREATED AS SUPPLEMENTAL; APPLICATION OF SECURITY
STANDARDS.—The Secretary shall ensure that the processes described in subsection
(a)—

(1) are a supplement to, and not a replacement for, other services provided
by the Internal Revenue Service to taxpayers, including face-to-face taxpayer
assistance and services provided by phone, and

(2) comply with applicable security standards and guidelines.

(c) PROCESS FOR DEVELOPING ONLINE ACCOUNTS.—

(1) DEVELOPMENT OF PLAN.—Not later than 1 year after the date of the enact-
ment of this Act, the Secretary shall submit to Congress a written report de-
scribing the Secretary’s plan for developing the secure individualized online ac-
counts described in subsection (a)(1). Such plan shall address the feasibility of
taxpayers addressing and correcting issues through such accounts and whether
access to such accounts should be restricted and in what manner.

(2) DEADLINE.—The Secretary shall make every reasonable effort to make the
secure individualized online accounts described in subsection (a)(1) available to
taxpayers by December 31, 2023.

SEC. 203. INTERNET PLATFORM FOR FORM 1099 FILINGS.

(a) IN GENERAL.—Not later than January 1, 2023, the Secretary of the Treasury
or the Secretary’s delegate (hereafter referred to in this section as the “Secretary”)
shall make available an Internet website or other electronic media, with a user
interface and functionality similar to the Business Services Online Suite of Services
provided by the Social Security Administration, that will provide access to resources
and guidance provided by the Internal Revenue Service and will allow persons to—

(1) prepare and file Forms 1099,

(2) prepare Forms 1099 for distribution to recipients other than the Internal
Revenue Service, and

(3) maintain a record of completed and submitted Forms 1099.

(b) ELECTRONIC SERVICES TREATED AS SUPPLEMENTAL; APPLICATION OF SECURITY
STANDARDS.—The Secretary shall ensure that the services described in subsection
(a)—

(1) are a supplement to, and not a replacement for, other services provided
by the Internal Revenue Service to taxpayers, and
(2) comply with applicable security standards and guidelines.
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TITLE III—-MODERNIZATION OF CONSENT-
BASED INCOME VERIFICATION SYSTEM

SEC. 301. DISCLOSURE OF TAXPAYER INFORMATION FOR THIRD-PARTY INCOME
VERIFICATION.

(a) IN GENERAL.—Not later than 1 year after the close of the 2-year period de-
scribed in subsection (d)(1), the Secretary of the Treasury or the Secretary’s delegate
(hereafter referred to in this section as the “Secretary”) shall implement a program
to ensure that any qualified disclosure—

(1) is fully automated and accomplished through the Internet, and

(2) is accomplished in as close to real-time as is practicable.

(b) QUALIFIED DISCLOSURE.—For purposes of this section, the term “qualified dis-
closure” means a disclosure under section 6103(c) of the Internal Revenue Code of
1986 of returns or return information by the Secretary to a person seeking to verify
the income or creditworthiness of a taxpayer who is a borrower in the process of
a loan application.

(¢) APPLICATION OF SECURITY STANDARDS.—The Secretary shall ensure that the
program described in subsection (a) complies with applicable security standards and
guidelines.

(d) USeER FEE.—

(1) IN GENERAL.—During the 2-year period beginning on the first day of the
6th calendar month beginning after the date of the enactment of this Act, the
Secretary shall assess and collect a fee for qualified disclosures (in addition to
any other fee assessed and collected for such disclosures) at such rates as the
Secretary determines are sufficient to cover the costs related to implementing
the program described in subsection (a), including the costs of any necessary in-
frastructure or technology.

(2) DEPOSIT OF COLLECTIONS.—Amounts received from fees assessed and col-
lected under paragraph (1) shall be deposited in, and credited to, an account
solely for the purpose of carrying out the activities described in subsection (a).
Such amounts shall be available to carry out such activities without need of fur-
ther appropriation and without fiscal year limitation.

SEC. 302. LIMIT REDISCLOSURES AND USES OF CONSENT-BASED DISCLOSURES OF TAX RE-
TURN INFORMATION.

(a) IN GENERAL.—Section 6103(c) is amended by adding at the end the following:
“Persons designated by the taxpayer under this subsection to receive return infor-
mation shall not use the information for any purpose other than the express purpose
for which consent was granted and shall not disclose return information to any
other person without the express permission of, or request by, the taxpayer.”.

(b) APPLICATION OF PENALTIES.—Section 6103(a)(3) is amended by inserting “sub-
section (¢),” after “return information under”.

(c) EFFECTIVE DATE.—The amendments made by this section shall apply to disclo-
sures made after the date of the enactment of this Act.

TITLE IV—EXPANDED USE OF ELECTRONIC
SYSTEMS

SEC. 401. ELECTRONIC FILING OF RETURNS.

(a) IN GENERAL.—Section 6011(e)(2)(A) is amended by striking “250” and inserting
“the applicable number of”.
(b) APPLICABLE NUMBER.—Section 6011(e) is amended by adding at the end the
following new paragraph:
“(6) APPLICABLE NUMBER.—For purposes of paragraph (2)(A), the applicable
number shall be determined in accordance with the following table:
“(A) in the case of calendar years before 2020, 250,
“(B) in the case of calendar year 2020, 100, and
“(C) in the case of calendar years after 2020, 10.”.
(¢c) RETURNS FILED BY A TAX RETURN PREPARER.—Section 6011(e)(3) is amended
by adding at the end the following new subparagraph:
“(D) EXCEPTION FOR CERTAIN PREPARERS LOCATED IN AREAS WITHOUT
INTERNET ACCESS.—The Secretary may waive the requirement of subpara-
graph (A) if the Secretary determines, on the basis of an application by the
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tax return preparer, that the preparer cannot meet such requirement by
reason of being located in a geographic area which does not have access to
internet service (other than dial-up or satellite service).”.

(d) EFFECTIVE DATE.—The amendments made by this section shall take effect on
the date of the enactment of this Act.

SEC. 402. UNIFORM STANDARDS FOR THE USE OF ELECTRONIC SIGNATURES FOR DISCLO-

SURE AUTHORIZATIONS TO, AND OTHER AUTHORIZATIONS OF, PRACTITIONERS.

Section 6061(b)(3) is amended to read as follows:

“(3) PUBLISHED GUIDANCE.—

“(A) IN GENERAL.—The Secretary shall publish guidance as appropriate to
define and implement any waiver of the signature requirements or any
method adopted under paragraph (1).

“(B) ELECTRONIC SIGNATURES FOR DISCLOSURE AUTHORIZATIONS TO, AND
OTHER AUTHORIZATIONS OF, PRACTITIONERS.—Not later than 6 months after
the date of the enactment of this subparagraph, the Secretary shall publish
guidance to establish uniform standards and procedures for the acceptance
of taxpayers’ signatures appearing in electronic form with respect to any re-
quest for disclosure of a taxpayer’s return or return information under sec-
tion 6103(c) to a practitioner or any power of attorney granted by a tax-
payer to a practitioner.

“(C) PRACTITIONER.—For purposes of subparagraph (B), the term ‘practi-
tioner’ means any individual in good standing who is regulated under sec-
tion 330 of title 31, United States Code.”.

SEC. 403. PAYMENT OF TAXES BY DEBIT AND CREDIT CARDS.

Section 6311(d)(2) is amended by adding at the end the following: “The preceding
sentence shall not apply to the extent that the Secretary ensures that any such fee
or other consideration is fully recouped by the Secretary in the form of fees paid
to the Secretary by persons paying taxes imposed under subtitle A with credit,
debit, or charge cards pursuant to such contract. Notwithstanding the preceding
sentence, the Secretary shall seek to minimize the amount of any fee or other con-
sideration that the Secretary pays under any such contract.”.
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April _, 2018.—Committed to the Committee of the Whole House
on the State of the Union and ordered to be printed

Mr. BRADY of Texas, from the Committee on Ways and Means,
submitted the following

REPORT

[To accompany H.R. 5445]

[Including cost estimate of the Congressional Budget Office]

The Committee on Ways and Means, to whom was referred the bill (H.R. 5445) to amend
the Internal Revenue Code of 1986 to improve cybersecurity and taxpayer identity protection,
and modernize the information technology of the Internal Revenue Service, and for other
purposes, report favorably thereon with an amendment and recommend that the bill as amended
do pass.
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I. SUMMARY AND BACKGROUND
A. Purpose and Summary

The “21% Century IRS Act,” H.R. 5445, as reported by the Committee on Ways and
Means, would modernize the Internal Revenue Service’s information technology (IT)
infrastructure, enhance the role of the agency’s Chief Information Officer (CIO), and provide
additional tools to protect taxpayer information and to combat identity theft tax refund fraud.

B. Background and Need for Legislation

Over the past two years, the Ways and Means Oversight Subcommittee has spent
significant time reviewing the Internal Revenue Service’s (IRS) use of information technology
(IT). The Subcommittee found that the IRS relies heavily on an ageing IT infrastructure, some
of which dates back to the 1960s, to administer the tax system. Additionally, the Committee
found that, while the IRS spends approximately $2.4 billion annually on IT, it continues to
struggle with undertaking and completing large IT modernization efforts. These issues result in
the waste of billions of taxpayer dollars and time spent maintaining outdated legacy systems
rather than deploying newer, more modern systems that are less costly to maintain.

The IRS can no longer afford to continue running antiquated IT systems that are difficult,
if not impossible, to maintain. Each year, the IRS is relying on fewer and fewer employees with
the expertise to update outdated software. Failure of one of these legacy systems could be
disastrous, potentially resulting in a range of issues from an inability to collect taxes to
significant loss of taxpayer data. A lack of up-to-date, modern IRS IT systems also negatively
impacts taxpayers seeking to comply with their tax responsibilities, often resulting in frustrating,
prolonged interactions with the IRS that could be more easily and seamlessly resolved online. In
addition, like many other public and private entities, the IRS has experienced cyberattacks and
fraud schemes that seek to exploit stolen taxpayer information in order to steal tax refunds.

This bipartisan legislation seeks to modernize the IRS and improve the ease and
efficiency of the taxpayer experience when filing taxes, retrieving information, resolving issues,
and making payments. The legislation also includes a number of provisions to strengthen the
IRS’s ability to proactively combat identity theft tax refund fraud.

C. Legislative History

Background

H.R. 5445 was introduced on April 10, 2018 and was referred to the Committee on
Financial Services and the Committee on Ways and Means.

Committee action

The Committee on Ways and Means marked up H.R. 5445, the “21% Century IRS Act”
on April 11, 2018, and ordered the bill, as amended, favorably reported (with a quorum being
present).



Committee hearings and roundtables

During the 115th Congress, the Ways and Means Oversight Subcommittee held five
hearings and four roundtables on reforming the IRS in terms of modernizing IT for a better
taxpayer experience. Oversight Subcommittee hearings included:

e April 26,2017: Examining the 2017 Tax Filing Season;

e May 19, 2017: IRS Reform: Lessons Learned from the National Taxpayer Advocate;

e October 4, 2017: IRS Reform: Challenges to Modernizing IT Infrastructure;

e December 13,2017: IRS Reform: The Taxpayer Experience; and

e January 30, 2018: Member Day Hearing on Legislation to Improve Tax Administration.

Roundtables included:

e June 22, 2017: Reforming the IRS —Lessons Learned from 1998, Roundtable Part I;
July 12, 2017: Reforming the IRS—Lessons Learned from 1998, Roundtable Part II;
October 12,2017: IRS Security Summit; and
January 17, 2018: Briefing on the IRS’s Technology Roadmap.



II. EXPLANATION OF THE BILL
TITLE I - CYBER SECURITY AND IDENTITY PROTECTION

1. Public-private partnership to address identity theft tax refund fraud (sec. 101 of the bill)

Present Law

The Security Summit, formed in 2015, is a partnership of the IRS, State tax agencies, and
the private-sector tax industry to address tax refund fraud caused by identity theft. In 2016, the
Security Summit group members identified and agreed to share more than 20 data components
relating to Federal and State returns to improve fraud detection and prevention. For example,
group members are sharing computer device identification data tied to the return's origin, as well
as the improper or repetitive use of the numbers that identify the internet address from where the
return originates.! Tax software providers agreed to enhance identity requirements and
strengthen validation procedures for new and returning customers to protect their accounts from
theft. Along with the IRS, 40 State departments of revenue, and 21 tax industry members have
signed onto a Memorandum of Understanding regarding roles, responsibilities and information
sharing pathways among the IRS, States and industry.>

Reasons for Change

The Committee believes the Security Summit has been a successful and productive venue
for governmental and private organizations to work together to address the growing problem of
identity theft tax refund fraud. The Committee is encouraged by the proactive steps that the IRS
has taken to address this issue and wants to ensure that these efforts continue going forward.

Explanation of Provision

The provision requires the Secretary to work collaboratively with the public and private
sectors to protect taxpayers from identity theft tax refund fraud.

Effective Date

The provision is effective on the date of enactment.

! Internal Revenue Service, 2016 Security Summit: Protecting Taxpayers from Identity Theft Tax Refund
Fraud (June 2016) at p. 3. https:/www.irs.gov/pub/newsroom/6_2016_security _summit_report.pdf.

2 Ibid.



2. Recommendations of Electronic Tax Administration Advisory Committee regarding
identity theft and refund fraud (sec. 102 of the bill)

Present Law

The IRS Reform and Restructuring Act of 1998 (“RRA98”) authorized the Electronic
Tax Administration Advisory Committee (“ETAAC”). ETAAC was intended to provide input to
the IRS on electronic tax administration. ETAAC’s responsibilities involve researching,
analyzing, and making recommendations on a variety of electronic tax administration issues.
Pursuant to RRA98, ETAAC reports to Congress annually concerning:

e IRS progress on reaching its goal to electronically receive 80 percent of tax and
information returns;

o Legislative changes assisting the IRS in meeting the 80 percent goal;

e Status of the IRS strategic plan for electronic tax administration; and

o Effects of e-filing tax and information returns on small businesses and the self-

employed.

According to the latest annual report, ETAAC members come from State departments of
revenue, large tax preparation companies, solo tax practitioners, tax software companies,
financial services industry and low income and consumer advocacy groups.?

Reasons for Change

ETAAC’s focus on electronic tax administration issues makes it a suitable entity to
examine and make recommendations regarding methods to address identity theft and refund
fraud after evaluating various stakeholder viewpoints. ETAAC has already amended its charter
to focus on the issue of identity theft and refund fraud. This provision codifies the recent
changes to ETAAC's charter and ensures that ETAAC will continue to examine this issue going
forward. The Committee also finds ETAAC's annual reports to Congress, which include
recommendations to improve the work of the Security Summit, to be valuable sources of
information and would like to ensure that this work continues.

Explanation of Provision

The provision requires ETAAC to study (including through organized public forums) and
make recommendations to the Secretary regarding methods to prevent identity theft and refund
fraud.

3 Electronic Tax Administration Advisory Committee, Publication 3415, Annual Report to Congress (June
2017), https://www.irs.gov/pub/irs-pdf/p3415.pdf.




Effective Date

The provision is effective on the date of enactment.
3. Information Sharing and Analysis Center (sec. 103 of the bill and sec. 6103 of the Code*)
Present Law

Information Sharing and Analysis Center

The Security Summit, formed in 2015, is a partnership of the IRS, State tax agencies, and
the private-sector tax industry to address tax refund fraud caused by identity theft. In 2016, the
Security Summit created an Identity Theft Tax Refund Fraud Information Sharing and Analysis
Center (“ISAC”).> The ISAC is a secure, web-based venue for States, industry and the IRS to
share and exchange information. The ISAC enables the IRS and the States to work together with
external third parties to serve as an early warning system for tax refund fraud, identity theft
schemes, and cybersecurity issues. A third-party contractor, hosts, maintains, and facilitates the
web-based leads reporting and information sharing process for the ISAC.

Confidentiality and disclosure of return information

As a general rule, returns and return information are confidential and cannot be disclosed
unless authorized by the Code.® The definition of return information is very broad and generally
includes any information received or collected by the IRS with respect to liability under the Code
of any person for any tax, penalty, interest or offense. The term “return information” includes,
among other items:

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

4 All section references herein are to the Internal Revenue Code of 1986, as amended (herein “Code”),
unless otherwise stated.

5 Internal Revenue Service, 2016 Security Summit: Protecting Taxpayers from Identity Theft Tax Refund
Fraud (June 2016) https://www.irs.gov/pub/newsroom/6_2016_security _summit_report.pdf.sec.

¢ Sec. 6103(a).

7 Sec. 6103(b)(2)(A).



There are several exceptions to the general rule of confidentiality. Such exceptions
include provisions to permit disclosures to State tax administration officials, for IRS employees
and officers to make investigative disclosures, and rules to allow one authorized party to disclose
to another authorized party with the permission of the Commissioner.®

The IRS exchanges confidential information with State tax agencies under the authority
of section 6103(d). The disclosures are made pursuant to written request from the head of the
State tax agency, which designates the State tax officials who can receive the information. The
information can only be used for State tax purposes, not for general State civil or criminal law
enforcement. The State officials can redisclose the information to other officers and employees
of the State tax agency, the agency's legal representative, or the agency's contractors (but only for
State tax administration purposes). The IRS uses this authority to alert State tax administration
officials to tax refund fraud schemes.

IRS officers and employees may disclose return information to the extent that such
disclosure is necessary in obtaining information, which is not otherwise reasonably available,
with respect to the correct determination of tax, liability for tax, or the amount to be collected, or
with respect to the enforcement of any other provision of Title 26. Such disclosures are to be
made only in such situations and under such conditions as the Secretary may prescribe by
regulation.” This provision generally cannot be used to provide confidential return information
on an industry-wide basis to alert return preparers to potential fraud schemes.

Under the Treasury regulations, returns or return information that have been obtained by
a Federal, State, or local agency, or its agents or contractors, in accordance with section 6103
(the first recipient) may be disclosed by the first recipient to another recipient authorized to
receive such returns or return information under section 6103 (the second recipient).!° The
disclosure must be approved by the Commissioner of the IRS. The second recipient may receive
only such returns or return information as authorized by the provision of section 6103 applicable
to such recipient and only for a purpose authorized by and subject to any conditions imposed by
section 6103, including applicable safeguards.

Preparer disclosure penalties

The Code provides for a civil penalty for a tax return preparer who (i) discloses any
information furnished to the preparer for, or in connection with, the preparation of such return or
(i) uses such information for any purpose other than to prepare or assist in preparing any such
return.!! There is a corresponding criminal penalty under section 7216 of the Code for knowing
or reckless conduct. The same exceptions from the imposition of the criminal penalty apply for
purposes of the civil penalty. In general, the penalty does not apply for disclosures permitted by

8 Sec. 6103(d) (disclosures to States), 6103(k)(6)(investigative disclosures) and the Treasury regulations
under sec. 6103(p)(2)(B).

% Sec. 6103(k)(6); Treas. Reg. sec. 301.6103(k)(6)-1.
10 Treas. Reg. sec. 301.6103(p)(2)(B)-1.

1 Sec. 6713.



the Code or pursuant to an order of a court. Further, the penalty does not apply to the use of
information in the preparation of, or in connection with the preparation of State and local tax
returns and declarations of estimated tax of the person to whom the information relates. The
Code also permits the Secretary to provide additional exceptions through regulations. The
Secretary has prescribed by regulation the circumstances not involving tax preparation in which
disclosure and use of a taxpayer's information by a tax return preparer is permitted.

Penalties for the unauthorized disclosure or inspection of return information

The unauthorized disclosure of a return or return information is a felony punishable by
fine of up to $5,000, five years imprisonment or both. Unauthorized inspection is a
misdemeanor, punishable by a fine of up to $1,000, one year imprisonment, or both.

Reasons for Change

As the profitability and ease of identity theft grows, the threat to the tax system from
fraudulent tax refund filings increases. While the IRS has traditionally been more reactionary to
external threats, the Committee is encouraged to see the IRS look for new and alternative ways
to combat identity theft tax refund fraud, particularly through its participation in the ISAC pilot.
The Committee believes there is a need for all parts of the tax system, including the IRS, State
tax administrators, and return preparers, to work proactively together to combat identity theft tax
refund fraud. To be effective in this collaboration, stakeholders with the ability to guard the tax
system need to be able to receive the necessary information about potential risks quickly.
Therefore, the Committee believes it is appropriate to provide a narrowly tailored exception to
the general rules of confidentiality to facilitate alerts of potential tax refund fraud schemes and
cyber security threats to the IRS.

Explanation of Provision

ISAC participation and performance metrics

The provision provides that the Secretary may participate in an information sharing and
analysis center. The purpose of such participation is to centralize, standardize and enhance data
compilation and analysis to facilitate sharing actionable data and information with respect to
identity theft tax refund fraud. The provision requires the Secretary to develop metrics for
measuring the success of such center in detecting and preventing identity theft tax refund fraud.

Disclosure of return information to certain ISAC participants

In general

The provision authorizes the disclosure of specified return information to ISAC
participants who have entered into a written information sharing agreement with the Secretary.
Under such procedures and subject to such conditions as the Secretary may prescribe, the
Secretary may disclose specified return information to specified ISAC participants if such
disclosure is in furtherance of effective Federal tax administration relating to the following: (1)
the detection or prevention of identity theft tax refund fraud; (2) validation of taxpayer identity;



(3) authentication of taxpayer returns; or (4) the detection or prevention of cybersecurity threats
to the IRS.

Terminology

Specified ISAC participant

The term “specified ISAC participant” means any person designated by the Secretary as
having primary responsibility for a function performed by the ISAC and any return preparer (or
other person) subject to section 7216 and who is a participant in the ISAC. A person is only a
specified ISAC participant if such person has entered into a written information sharing
agreement with the Secretary. The information sharing agreement must set forth the terms and
conditions for the disclosure of information to such person, including the requirements imposed
on such person for the protection and safeguarding of such information. The information sharing
agreement must require that recipients of return information under the provision are required to
affirmatively report to the Treasury Inspector General for Tax Administration any unauthorized
access or disclosure of information and any breaches of any system holding the information.

Specified return information

For purposes of the provision, the term “specified return information” means, in the case
of a return filed electronically which is in connection with a case of potential identity theft tax
refund fraud, return information related to the electronic filing characteristics of such return.
Such characteristics include: internet protocol address, device identification, email domain
name, speed of completion, method of authentication, refund method, and such other return
information relating to the electronic filing characteristics of such return as the Secretary may
prescribe. In addition, with respect to a return prepared by a tax return preparer in connection
with a case of potential identity theft refund fraud, “specified return information” also includes
identifying information with respect to such tax return preparer, including the preparer taxpayer
identification number (“PTIN”) and electronic filer identification number (“EFIN”) of such
preparer.

With respect to a return for which identity theft refund fraud has been confirmed by the
Secretary (pursuant to such procedures as the Secretary may provide), “specified return
information” also includes the name and taxpayer identification number of the taxpayer as it
appears on the return, and any bank account and routing information provided for making a
refund in connection with such return.

Finally, in the case of any cybersecurity threat to the IRS, information similar to that
associated with cases of potential identity theft refund fraud (e.g. electronic characteristics and
preparer identifying information) are considered specified return information with respect to
such threat.

Restriction on use of disclosed information

Any return information received by a specified ISAC participant under the provision is to
be used only for the purposes of and to the extent necessary in (1) performing the function the
person is designated to perform with respect to the ISAC, (2) facilitating authorized disclosures



to return preparers who are specified ISAC participants, and (3) facilitating disclosures
authorized under section 6103(d) to State tax authorities who are participants in the ISAC.
Return information received by specified ISAC participants who are return preparers is treated
for purposes of section 7216 as information furnished to such person for, or in connection with,
the preparation of a return of tax.

Data protection, safeguards, penalties

As noted above, to be a specified ISAC participant, the person must enter into an
information sharing agreement that includes, among other responsibilities, requirements for the
protection and safeguarding of information received under the provision. The return information
disclosed under the provision is subject to such protections and safeguards as the Secretary may
require by regulations, other guidance, or written information sharing agreement. Recipients of
return information under the provision are subject to civil and criminal penalties for the
unauthorized disclosure or inspection of returns or return information.

Effective Date

The provision is generally effective on the date of enactment. The disclosure provisions
are effective for disclosures made on or after the date of enactment.

4. Compliance by contractors with confidentiality safeguards (sec. 104 of the bill and
sec. 6103 of the Code)

Present Law

Section 6103 permits the disclosure of returns and return information to State agencies, as
well as to other Federal agencies for specified purposes. Section 6103(p)(4) requires, as a
condition of receiving returns and return information, that State agencies (and others) provide
safeguards as prescribed by the Secretary of the Treasury by regulation that are necessary or
appropriate to protect the confidentiality of returns or return information.!? It also requires that a
report be furnished to the Secretary at such time and containing such information as prescribed
by the Secretary regarding the procedures established and utilized for ensuring the confidentiality
of returns and return information.!? After an administrative review, the Secretary may take such

12 Sec. 6103(p)(4)(D).

13 Sec. 6103(p)(4)(E).



actions as are necessary to ensure these requirements are met, including the refusal to disclose
returns and return information.'

Under present law, employees of a State tax agency may disclose returns and return
information to contractors for tax administration purposes.!> These disclosures can be made only
to the extent necessary to procure contractually equipment, other property, or services, related to
tax administration.'®

The contractors can make redisclosures of returns and return information to their
employees as necessary to accomplish the tax administration purposes of the contract, but only to
contractor personnel whose duties require disclosure.!” Treasury regulations prohibit
redisclosure to anyone other than contractor personnel without the written approval of the IRS.!8

By regulation, all contracts must provide that the contractor will comply with all
applicable restrictions and conditions for protecting confidentiality prescribed by regulation,
published rules or procedures, or written communication to the contractor.!® Failure to comply
with such restrictions or conditions may cause the IRS to terminate or suspend the duties under
the contract or the disclosures of returns and return information to the contractor.?’ In addition,
the IRS can suspend disclosures to the State tax agency until the IRS determines that the
conditions are or will be satisfied.?! The IRS may take such other actions as are deemed
necessary to ensure that such conditions or requirements are or will be satisfied.??

14 Sec. 6103(p)(4) (flush language) and (7); Treas. Reg. sec. 301.6103(p)(7)-1.

15" Sec. 6103(n) and Treas. Reg. sec. 301.6103(n)-1(a). “Tax administration” includes “the administration,
management, conduct, direction, and supervision of the execution and application of internal revenue laws or related
statutes (or equivalent laws and statutes of a State)...” Sec. 6103(b)(4).

16 Treas. Reg. sec. 301.6013(n)-1(a). Such services include the processing, storage, transmission or
reproduction of such returns or return information, the programming, maintenance, repair, or testing of equipment or
other property, or the providing of other services for purposes of tax administration.

17 Treas. Reg. sec. 301.6103(n)-1(a) and (b). A disclosure is necessary if such procurement or the
performance of such services cannot otherwise be reasonably, properly, or economically accomplished without such
disclosure. Treas. Reg. sec. 301.6103(n)-1(b). The regulations limit the quantity of information to that needed to
perform the contract.

18 Treas. Reg. sec. 301.6103(n)-1(a).

19 Treas. Reg. sec. 301.6103(n)-1(d).

20 Treas. Reg. sec. 301.6103(n)-1(d)(1).

Treas. Reg. sec. 301.6103(n)-1(d)(2).

22

Treas. Reg. sec. 301.6103(n)-1(d).

10



Reasons for Change

The Committee notes the increasing use of contractors by government agencies to
perform the work of the government. In the Committee’s view, the IRS has insufficient
resources to monitor the compliance of every contractor in addition to its other duties. Further,
the Committee finds that it is appropriate to require that Federal, State, and local agency
recipients of tax information monitor and certify that their contractors and other agents have in
place adequate safeguards to protect this information.

Explanation of Provision

The provision requires that a State, local, or Federal agency conduct on-site reviews
every three years of all of its contractors or other agents receiving Federal returns and return
information. If the duration of the contract or agreement is less than three years, a review is
required at the mid-point of the contract. The purpose of the review is to assess the contractor’s
efforts to safeguard Federal returns and return information. This review is intended to cover
secure storage, restricting access, computer security, and other safeguards deemed appropriate by
the Secretary. Under the provision, the State, local, or Federal agency is required to submit a
report of its findings to the IRS and certify annually that such contractors and other agents are in
compliance with the requirements to safeguard the confidentiality of Federal returns and return
information. The certification is required to include the name and address of each contractor or
other agent with the agency, the duration of the contract, and a description of the contract or
agreement with the State, local, or Federal agency.

The provision does not apply to contracts for purposes of Federal tax administration.

This provision does not alter or affect in any way the right of the IRS to conduct
safeguard reviews of State, local, or Federal agency contractors or other agents. It also does not
affect the right of the IRS to initially approve the safeguard language in the contract or
agreement and the safeguards in place prior to any disclosures made in connection with such
contracts or agreements.

Effective Date

The provision is effective for disclosures made after December 31, 2022.
5. Report on electronic payments (sec. 105 of the bill)
Present Law

The Secretary is not currently required by Congress to examine expansion of electronic
fund transfers.

Reasons for Change

The Committee is interested in creating safe, efficient, and innovative ways for taxpayers
to receive their federal income tax refunds electronically. The Committee believes that the
report will be helpful in accomplishing these goals.

11



Explanation of Provision

Not later than two years after the date of the enactment, the Secretary, or the Secretary’s
designee, in coordination with the Bureau of Fiscal Service and the Internal Revenue Service,
and in consultation with private sector financial institutions, is required to submit a written report
to Congress describing how the IRS can utilize new payment platforms to increase the number of
tax refunds paid by electronic funds transfer. The report is required to consider the interests of
reducing identity theft tax refund fraud, reducing the IRS’s costs in delivering tax refunds, the
costs and any associated fees charged to taxpayers (including monthly and point-of-service fees)
to access their tax refunds, the impact on individuals who do not have access to financial
accounts or institutions, and ensuring payments are made to accounts that comply with the Bank
Secrecy Act?® and the USA PATRIOT Act of 2001.2* The report is required to include
legislative recommendations necessary to accomplish these goals.

Effective Date

The provision is effective on the date of enactment.

23 The Bank Secrecy Act, 31 U.S.C. secs. 5311-5332.

24 Pub. L. No. 107-56.
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TITLE II - DEVELOPMENT OF INFORMATION TECHNOLOGY

1. Management of IRS information technology (sec. 201 of the bill and sec 7803 of the
Code)

Present Law

The Code describes duties and responsibilities for the Commissioner, the Chief Counsel,
and the Office of the Taxpayer Advocate of the IRS.% It does not presently enumerate duties
and responsibilities of an IRS Chief Information Officer (“IRS CIO”).

Also, the Code does not explicitly provide for development and implementation of a
multiyear strategic plan for the information technology needs of the IRS, and does not require
verification and validation of major acquisitions of information technology by the IRS, including
the Customer Account Data Engine 2 (“CADE 2”) and the Enterprise Case Management System
(ECM).

Reasons for Change

The Committee believes it is important for the IRS to afford taxpayers peace of mind that
their most sensitive information is being responsibly protected by their government, using the
latest technology. The Committee believes the appointment of an IRS CIO with operational
control of all information technology infrastructure for the IRS, and responsibility for the
development and implementation of realistic multiyear strategic plans, in conjunction with the
verification and validation of major acquisitions of information technology are important
components in the development, maintenance, and implementation of information technology
that is secure and integrated.

The Committee also has concerns about audits from the IRS's oversight bodies, which
report that offices or divisions within the IRS, other than the Office of Information Technology,
have procured solutions that the Committee considers to be within the definition of IT, but for
which the Office of Information Technology was not notified or consulted. The Committee
believes that strengthening of the roles and responsibilities of the CIO and clarifying the
definition of "information technology" will assist the IRS in better administering and overseeing
its IT.

The Committee believes that it is important to mandate the independent verification and
validation of CADE 2 and ECM plans to ensure that the planning for each of these projects is
reasonable and achievable. The Committee notes that the IRS has struggled for years to
complete both of these projects. CADE 2, the IRS's replacement for the Individual Master File
that houses individuals' tax account data, initially began development in 2009 with an estimated
completion in 2015. However, to date, the IRS has spent almost $2 billion on this project and is
not able to provide a completion date for all phases of the project. While the IRS initiated the
ECM project in 2015, after initially selecting and procuring an ECM solution, the IRS later
determined that this solution could not be deployed enterprise-wide. Both of these systems are

25 Sec. 7803.
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central to the success of the IRS in meeting its mission. If Congress is to continue to support and
fund these programs, certainty is needed that the IRS will be able to plan for and implement
these programs.

Explanation of Provision

Under the provision, the Administrator?® of the IRS will appoint an IRS CIO. The
Administrator and the Secretary will act through the IRS CIO with respect to the development,
implementation, and maintenance of information technology for the IRS. The IRS CIO will be
responsible for the development, implementation, and maintenance of information technology
for the IRS, for ensuring that the information technology of the IRS is secure and integrated, for
maintaining operational control of all information technology for the IRS, for acting as the
principal advocate for the information technology needs of the IRS, and for consulting with the
Chief Procurement Officer of the IRS to ensure that the information technology acquired for the
IRS is consistent with the strategic plan.

The IRS CIO will also be responsible for developing and implementing a multiyear
strategic plan for the information technology needs of the IRS. This plan should include
performance measures of such technology and its implementation, and a plan for an integrated
enterprise architecture of the information technology of the IRS. It should take into account the
resources needed to accomplish such a plan, as well as planned major acquisitions of information
technology by the IRS, including CADE 2 and the ECM System. The plan should also align
with the needs and strategic plan of the IRS. The IRS CIO will review and update this plan at
least once a year, taking into account the development of new information technology and the
needs of the IRS.

Under the provision, the Administrator of the IRS will develop plans for each phase
except phase one of CADE 2 and enter into a contract with an independent reviewer to verify
and validate implementation plans developed for each phase except phase one of CADE 2 and
for the ECM System. Furthermore, the Chief Procurement Officer of the IRS is directed to
regularly consult with the IRS CIO and to identify all significant IRS information technology
acquisitions in excess of $1,000,000, providing written notification to the IRS CIO of each such
acquisition in advance of acquisition.

Effective Date

The provision is generally effective on the date of enactment.

The verification and validation of phase two of CADE 2 and the ECM System are to be
completed within one year after the date of enactment. The development of plans for all
subsequent phases of CADE 2 should be completed within one year after the date of enactment
and the verification and validation of each phase should be completed within one year after the
date on which the plan for such phase is completed.

26 «“Administrator” is used in lieu of “Commissioner” to reflect the proposed change made in H.R. 5444,
the “Taxpayer First Act,” contemporaneously reported favorably out of Committee.
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2. Development of online accounts and portals (sec. 202 of the bill)
Present Law

The Code does not expressly provide for the development of individualized online
accounts.

Reasons for Change

The Committee believes it is important for the IRS to provide customer service akin to
that expected in the private sector by treating taxpayers with respect, ensuring that taxpayers can
ask questions and receive assistance, and incorporating the latest technology, including online
services, call-back options, and improved support on the phone. The Committee believes the
development of secure, individualized online accounts will improve customer service to
taxpayers by allowing taxpayers and their designated return preparers to access a variety of
services including, for example, obtaining copies of their tax information, paying taxes, sharing
documentation, and addressing and correcting issues.

The Committee notes that the IRS has been slow to adopt online accounts as an
additional means through which to provide taxpayer services. Furthermore, the online services
currently offered are disjointed and not always easily accessible. Similar to the electronic filing
goal laid out in RRA98, Congress has included this provision to signal to the IRS the need to
provide robust, online services to taxpayers and their designated preparers as an alternatives
service channel. The Committee believes that doing so would free up much needed resources to
provide phone and in-person services to those would prefer to use them.

During hearings held on this issue, the Committee heard multiple reports of taxpayers or
their preparers who were unable to submit needed forms and documentation to the IRS
electronically, creating additional burdens on taxpayers and their preparers. The Committee also
notes that the IRS currently has a number of forms, including those for amended returns, which
cannot be filed electronically with the IRS. Those forms, even if prepared electronically, must
then be printed and mailed to the IRS. In an effort to reduce taxpayer burden and shorten the
time in which the IRS receives and processes forms and documents, the Committee would like
the IRS to develop a portal for the receipt of forms and documentation.

Explanation of Provision

Under the provision, the Secretary will develop secure, individualized online accounts to
provide services to taxpayers and their designated return preparers, including, for example,
obtaining taxpayer information, making payment of taxes, sharing documentation, and
addressing and correcting issues. The Secretary will also develop a process for accepting returns
of tax and supporting documentation in electronic format. These electronic services should be a
supplement to, and not a replacement for, other services provided by the IRS to taxpayers,
including face-to-face taxpayer assistance and services provided by phone. They should also
comply with applicable security standards and guidelines. These electronic services are intended
to enhance taxpayers’ options for submitting their tax forms and supporting documents in a
secure and cost-effective manner for faster, more efficient interactions with the IRS.
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The IRS will formulate a plan for development of online accounts and report the plan to
Congress within a year of enactment. The IRS should consider as part of this plan, the feasibility
of taxpayers addressing and correcting issues through such accounts, and whether access to these
accounts should be restricted in any way.

Effective Date

Not later than one year after the date of enactment, the Secretary will submit to Congress
a written report describing the plan for development of online accounts.

The Secretary will make every reasonable effort to make secure individualized online
accounts available to taxpayers by December 31, 2023.

3. Internet platform for Form 1099 filings (sec. 203 of the bill)
Present Law

The Code does not presently require the IRS to make available an internet platform for
the preparation or filing of information returns, such as the series, Form 1099.

Reasons for Change

The Committee believes that it is desirable to provide a simple and secure manner for
small businesses to file critical tax information returns electronically. The Committee further
believes that such a secure manner of filing can be modeled on an existing online platform,
Social Security Administration (“SSA”) Business Services Online. The Committee believes that
an online platform for submitting information returns to the IRS, similar to SSA Business
Services Online, could improve compliance of small business taxpayers while reducing their
administrative burden. Businesses would be able to prepare and file information returns such as
IRS Form 1099-MISC, Miscellaneous Income, online while preparing the payee statements and
creating necessary business records.

Explanation of Provision

The provision requires the Secretary of the Treasury (or his or her delegate) to make
available, by January 1, 2023, an internet website or other electronic medium (the “website”),
with a user interface and functionality similar to the Business Services Online Suite of Services
provided by the Social Security Administration.?” The website will allow persons, with access to
resources and guidance provided by the IRS, to prepare, file, and distribute Forms 1099, and
maintain a record of completed and submitted Forms 1099. The Secretary is required to ensure
that the services provided on the website are not a replacement for services currently provided by
the IRS, and that the website comply with applicable security standards.

27 Available at http://www.ssa.gov/bso/bsowelcome.htm.

16



Effective Date

The provision is effective on the date of enactment.
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TITLE III - MODERNIZATION OF CONSENT-BASED INCOME
VERIFICATION SYSTEM

1. Disclosure of taxpayer information for third-party income verification (sec. 301 of the
bill and sec. 6103 of the Code)

Present Law

Disclosure of return information with consent of the taxpayer

As a general rule, returns and return information are confidential and cannot be disclosed
unless authorized by Title 26.2% Under section 6103(c), the IRS may disclose the return or return
information of a taxpayer to a third party designated by the taxpayer in a request for or consent to
such disclosure. Treasury regulations set forth the requirements for such consent.?” A request
for consent to disclosure in written form must be a separate written document pertaining solely to
the authorized disclosure. At the time the consent is signed and dated by the taxpayer, the
written document must indicate: (1) the taxpayer's taxpayer identity information; (2) the identity
of the person(s) to whom disclosure is to be made; (3) the type of return (or specified portion of
the return) or return information (and the particular data) that is to be disclosed; and (4) the
taxable year(s) covered by the return or return information. The regulations also require that the
consent be submitted within 120 days of the date signed and dated by the taxpayer.

Income Verification Express Service (IVES)

Mortgage lenders and others in the financial community use the IRS's Income
Verification Express Service (IVES) to confirm the income of a borrower during the processing
of a loan application.’® Customers of IVES fax to a specified IRS office a signed Form 4506-T
(“Request for Transcript of Tax Return”) or Form 4506T-EZ (“Short Form Request for
Individual Tax Return Transcript”). The IRS provides three types of transcript information as
part of the IVES program: (1) a return transcript; (2) Form W-2 (“Wage and Tax Statement”)
transcript information; and (3) Form 1099°! transcript information.

28 Sec. 6103(a).

2 Treas. Reg. sec. 301.6103(c)-1. The regulations also specify the requirements for a nonwritten request
for information or consent to disclosure to allow a third party to provide information or assistance relating to the
taxpayer's return or to a transaction or other contact between the taxpayer and the IRS.

30 Internal Revenue Service, Income Verification Express Service,
https://www.irs.gov/individuals/international-taxpayers/income-verification-express-service (February 26, 2018).

31 There are various Forms 1099: Form 1099-B, Proceeds From Broker or Barter Exchange Transactions;
Form 1099-DIV, Dividends and Distributions; 1099-INT, Interest Income; 1099-MISC, Miscellaneous Income;
1099-01D, Original Issue Discount; or 1099-R, Distributions From Pensions, Annuities, Retirement or Profit-
Sharing Plans, IRAs, Insurance Contracts, etc.
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The IRS imposes a $2.00 fee for each transcript requested. The requested transcript
information is delivered to a secure mailbox on the IRS's e-Services electronic platform,
generally within two to three business days.

To participate in the IVES program, companies must register and identify employees to
act as agents to receive transcripts on the company's behalf.>?> According to the Form 13803
(“Application to Participate in the Income Verification Express Services (IVES) Program”), the
IRS conducts a suitability check on the applicant and all the principals listed on the application to
determine the applicant's suitability to be an IVES participant. After an applicant passes the
suitability check and the IRS completes processing the application, the IRS notifies the applicant
of acceptance to participate in the program.

Reasons for Change

The Committee believes that fully automating the IVES program to allow for electronic
submissions, as well as electronic responses, will reduce operational costs, and reduce paperwork
burdens for borrowers. The Committee also believes that automating the IVES program will
remove unnecessary delays to allow small businesses to access capital more quickly, thereby
making borrowing more affordable, easier, and safer for consumers and small business. The
Committee intends that the automated process be as close to real time as possible while
providing the same data fields currently provided by the non-automated version. While
convenience is important, the Committee also wants to emphasize that convenience should not
compromise the security of information within the system. Therefore, the Committee believes it
is appropriate that the Secretary ensure that the program comply with applicable security
standards, such as regulations and guidance provided by the National Institute of Standards and
Technology.

Explanation of Provision

As noted above, the current IVES program requires that transcript information requests
be submitted to the IRS by fax and then the transcripts are furnished electronically to a secure
mailbox. After a specified time period, the provision requires the Secretary (or his delegate) to
implement a qualified disclosure program that is fully automated, accomplished through the
Internet; and through which disclosures are accomplished in as close to real-time as is
practicable. The program is to comply with applicable security standards and guidelines. The
term “qualified disclosure” means a disclosure made pursuant to section 6103(c) to a person
seeking to verify the income of a taxpayer who is a borrower in the process of a loan application.
“Qualified disclosure” is intended as a reference to the types of disclosures made under the
current IVES program.

To cover the costs of implementing such a program, for a two-year period beginning six
months after the date of enactment, the Secretary is authorized to assess and collect a fee for
qualified disclosures at such rates as the Secretary determines are sufficient to cover the costs

32 Applicants also must choose one or more of the reasons listed on the form as the basis for using the
IVES program: mortgage services, background check, credit check, banking service, licensing requirement, or other
(must be specified).
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related to implementing the program, including the costs of any necessary infrastructure or
technology. Such fees are in addition to any other fee assessed and collected for such
disclosures. The amounts received from the fees assessed and collected are to be deposited in and
credited to an account solely for the purpose of carrying out the activities associated with
implementing the qualified disclosure program. Not later than one year after the close of the
two-year period, the Secretary is required to implement the program.

Effective Date

The provision is effective on the date of enactment.

2. Limit redisclosures and uses of consent-based disclosures of tax return information
(sec. 302 of the bill and sec. 6103 of the Code)

Present Law

In general

As a general rule, returns and return information are confidential and cannot be disclosed
unless authorized by the Code.*® Under section 6103(c), a taxpayer may designate in a request or
consent to the disclosure by the IRS of his or her return or return information to a third party.
Treasury regulations set forth the requirements for such consent.>* The Treasury regulations
require that the taxpayer sign and date a written consent. At the time the consent is signed and
dated by the taxpayer, the written document must indicate: (1) the taxpayer's identity
information; (2) the identity of the person to whom disclosure is to be made; (3) the type of
return (or specified portion of the return) or return information (and the particular data) that is to
be disclosed; and (4) the taxable year covered by the return or return information. The
regulations also require that the consent be submitted within 120 days of the date signed and
dated by the taxpayer. Present law does not require that a recipient receiving returns or return
information by consent maintain the confidentiality of the information received. Under present
law, the recipient is also free to use the information for purposes other than for which the
information was solicited from the taxpayer.

Criminal penalties

Under section 7206, it is a felony to willfully make and subscribe any document that
contains or is verified by a written declaration that it is made under penalties of perjury and
which the maker or subscriber does not believe to be true and correct as to every material
matter.>> Upon conviction, such person may be fined up to $100,000 ($500,000 in the case of a
corporation) or imprisoned up to three years, or both, together with the costs of prosecution.

3 Sec. 6103(a).
3 Treas. Reg. sec. 301.6103(c)-1.

35 Sec. 7206(1).
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Under section 7213, criminal penalties apply to: (1) willful unauthorized disclosures of
returns and return information by Federal and State employees and other persons; (2) the offering
of any item of material value in exchange for a return or return information and the receipt of
such information pursuant to such an offer; and (3) the unauthorized disclosure of return
information received by certain shareholders under the material interest provision of section
6103. Under section 7213, a court can impose a fine up to $5,000, up to five years
imprisonment, or both, together with the costs of prosecution. If the offense is committed by a
Federal employee or officer, the employee or officer will be discharged from office upon
conviction.

The willful and unauthorized inspection of returns and return information can subject
Federal and State employees and others to a maximum fine of $1,000, up to a year in prison, or
both, in addition to the costs of prosecution. If the offense is committed by a Federal employee
or officer, the employee or officer will be discharged from office upon conviction.

Civil damage remedies for unauthorized disclosure or inspection

If a Federal employee makes an unauthorized disclosure or inspection, a taxpayer can
bring suit against the United States in Federal district court. If a person other than a Federal
employee makes an unauthorized disclosure or inspection, suit may be brought directly against
such person. No liability results from a disclosure based on a good faith, but erroneous,
interpretation of section 6103. A disclosure or inspection made at the request of the taxpayer
will also relieve liability.

Upon a finding of liability, a taxpayer can recover the greater of $1,000 per act of
unauthorized disclosure (or inspection), or the sum of actual damages plus, in the case of an
inspection or disclosure that was willful or the result of gross negligence, punitive damages.
The taxpayer may also recover the costs of the action and, if found to be a prevailing party,
reasonable attorney fees.

The taxpayer has two years from the date of the discovery of the unauthorized inspection
or disclosure to bring suit. The IRS is required to notify a taxpayer of an unauthorized inspection
or disclosure as soon as practicable after any person is criminally charged by indictment or
information for unlawful inspection or disclosure.

Reasons for Change

The Committee is concerned that information obtained by consent is not subject to the
same protection and limits on use as other taxpayer information. The Committee believes that
this provision addresses the numerous privacy concerns raised by current law.

Explanation of Provision

The provision provides that persons designated by the taxpayer to receive return
information shall not use the information for any purpose other than the express purpose for
which consent was granted, and shall not disclose return information to any other person without
the express permission of, or request by, the taxpayer.
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Effective Date

The provision is effective for disclosures made after the date of enactment.
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TITLE IV — EXPANDED USE OF ELECTRONIC SYSTEMS
1. Electronic filing of returns (sec. 401 of the bill and sec. 6011 of the Code)

Present Law

In general

The IRS Reform and Restructuring Act of 1998 (“RRA98”) states a Congressional policy
to promote the paperless filing of Federal tax returns. Section 2001(a) of RRA98 set a goal for
the IRS to have at least 80 percent of all Federal tax and information returns filed electronically
by 2007.3¢ Section 2001(b) of RRA98 requires the IRS to establish a 10-year strategic plan to
eliminate barriers to electronic filing.

Present law requires the Secretary to issue regulations regarding electronic filing and
specifies certain limitations on the rules that may be included in such regulations.>’” The statute
requires that Federal income tax returns prepared by specified tax return preparers be filed
electronically,®® and that all partnerships with more than 100 partners be required to file
electronically. For taxpayers other than partnerships, the statute prohibits any requirement that
persons who file fewer than 250 returns during a calendar year file electronically. With respect
to individuals, estates, and trusts, the Secretary may permit, but generally cannot require,
electronic filing of income tax returns. In crafting any of these required regulations, the
Secretary must take into account the ability of taxpayers to comply at a reasonable cost.

The regulations require corporations that have assets of $10 million or more and file at
least 250 returns during a calendar year to file electronically their Form 1120/1120S income tax
returns (U.S. Corporation Income Tax Return/U.S. Income Tax Return for an S Corporation) and
Form 990 information returns (Return of Organization Exempt from Income Tax) for tax years
ending on or after December 31, 2006. In determining whether the 250 returns threshold is met,
income tax, information, excise tax, and employment tax returns filed within one calendar year
are counted.

Reasons for Change

Consistent with the policy expressed in RRA98, the Committee supports paperless filing
as the preferred and most convenient means of filing Federal tax and information returns.
Electronic filing produces a number of benefits both for taxpayers and the IRS, including shorter
processing times, fewer errors, and better data. The Committee believes that the efficiencies and

36 The Electronic Tax Administration Advisory Committee, the body charged with oversight of IRS
progress in reaching that goal projected an overall e-filing rate of 80.1 percent in the 2017 filing season based on all
Federal returns. See Electronic Tax Administration Advisory Committee, Annual Report to Congress, June 2017,
IRS Pub. 3415, page 5.

37 Sec. 6011(e).

38 Section 6011(e)(3)(B) defines a “specified tax return preparer” as any return preparer who reasonably
expects to file more than 10 individual income tax returns during a calendar year.
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cost savings achieved through electronic filing justify expanding such requirements. The
Committee is aware that present law restricts the IRS’s ability to expand the scope of returns that
are required to be filed electronically. The Committee believes that the widespread adoption of
computer technology since RRA98 has reduced the additional burden that mandatory e-filing
imposes on taxpayers.

Explanation of Provision

The provision relaxes the current restrictions on the authority of the Secretary to mandate
electronic filing based on the number of returns required to be filed by a taxpayer in a given
taxable period. First, it phases in a reduction in the threshold requirement that taxpayers have an
obligation to file a specified number of returns and statements during a calendar year in order to
be subject to a regulatory mandate. That threshold is reduced from 250 to 100 for calendar year
2020, from 100 to 10 for calendar year 2021 and for calendar years thereafter.

Second, the provision authorizes the Secretary to waive the requirement that a Federal
income tax return prepared by a specified tax return preparer be filed electronically if a tax return
preparer applies for a waiver and demonstrates that the inability to file electronically is due to
lack of internet availability (other than dial-up or satellite service) in the geographic location in
which the return preparation business is operated.

Effective Date

The provision is effective on the date of enactment.

2. Uniform standards for the use of electronic signatures for disclosure authorizations to,
and other authorizations of, practitioners (sec. 402 of the bill and sec. 6061 of the Code)

Present Law

Disclosure of return information by consent of the taxpavyer

As a general rule, returns and return information are confidential and cannot be disclosed
unless authorized by the Code.?* Under section 6103(c), the IRS may disclose the return or
return information of a taxpayer to a third party designated by the taxpayer in a request for or
consent to such disclosure. Treasury regulations set forth the requirements for such consent.* A
request for consent to disclosure in written form must be a separate written document pertaining
solely to the authorized disclosure. At the time the consent is signed and dated by the taxpayer,
the written document must indicate (1) the taxpayer's taxpayer identity information; (2) the
identity of the person(s) to whom disclosure is to be made; (3) the type of return (or specified
portion of the return) or return information (and the particular data) that is to be disclosed; and

3 Sec. 6103(a).

40 Treas. Reg. sec. 301.6103(c)-1.
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(4) the taxable year(s) covered by the return or return information. The regulations also require
that the consent be submitted within 120 days of the date signed and dated by the taxpayer.

Electronic signatures

The Secretary is required to develop procedures for the acceptance of signatures in digital
and other electronic form.*! Until such time as such procedures are in place, the Secretary may
waive the requirement of a signature for, or provide for alternative methods of signing or
subscribing, a particular type or class of return, declaration, statement or other document
required or permitted to be made or written under the internal revenue laws and regulations. The
Secretary is required to publish guidance as appropriate to define and implement any waiver of
the signature requirements or alternative method of signing or subscribing.

IRS Forms

Form 2848 (Power of Attorney and Declaration of Representative) is used to authorize an
individual to represent the taxpayer before the IRS. The individual must be eligible to practice
before the IRS.

Form 8821 (Tax Information Authorization) authorizes an individual or organization to
request and inspect a taxpayer's confidential tax return information. Form 4506-T (Request for
Transcript of Tax Return) authorizes an individual or organization to request and inspect
transcripts of a taxpayer's confidential return information. These forms do not authorize an
individual to represent the taxpayer before the IRS.

Reasons for Change

In the private sector, electronic signatures are widely accepted and there are many
commercially available options to facilitate the acceptance of electronic signatures. The
Committee believes that the establishment of uniform guidance for verification of electronic
signatures will reduce operational costs and facilitate practitioner representation.

Explanation of Provision

For a request for disclosure to a practitioner with consent of the taxpayer, or for any
power of attorney granted by a taxpayer to a practitioner, the provision requires the Secretary to
publish guidance to establish uniform standards and procedures for the acceptance of taxpayers'
signatures appearing in electronic form with respect to such requests or power of attorney. Such
guidance must be published within six months of the date of enactment. For purposes of the
provision, a “practitioner” means an individual in good standing who is regulated under 31
U.S.C. sec. 330 (relating to practice before the Department of the Treasury).

41 Sec. 6061.
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Effective Date

The provision is effective on the date of enactment.
3. Payment of taxes by debit and credit cards (sec. 403 of the bill and sec. 6311 of the Code)
Present Law

The Code generally permits the payment of taxes by commercially acceptable means
such as credit cards.*? The Secretary may not pay any fee or provide any other consideration in
connection with the use of credit, debit, or charge cards for the payment of income taxes.*’

Reasons for Change

The Committee believes that removing the prohibition on the Secretary paying any fees
or provide, any other consideration in connection with the use of credit, debit, or charge cards
will allow the IRS to realize benefits similar to those realized by any business that accepts
payment by credit card, including a guarantee that the funds will be paid over and a reduction in
the costs of handling paper checks. The Committee believes that the proposal could result in
increased collections by allowing busy taxpayers to more easily make a payment by credit card
over the telephone without having to wait for the IRS to connect them to third party providers.

Explanation of Provision

The provision removes the prohibition on paying any fees or providing any other
consideration in connection with the use of credit, debit, or charge cards for the payment of
income taxes to the extent taxpayers paying in this manner are fully responsible for any fees or
consideration incurred. The provision requires the Secretary to seek to minimize the amount of
any fee or other consideration that the Secretary pays under any contract.

Effective Date

The provision is effective on the date of enactment.

42 Sec. 6311.

4 Sec. 6311(d)(2).
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III. VOTES OF THE COMMITTEE

In compliance with clause 3(b) of rule XIII of the House of Representatives, the
following statement is made concerning the vote of the Committee on Ways and Means during
the markup consideration of H.R. 5445, the “21st Century IRS Act,” on April 11, 2018.

The bill, H.R. 5445, as amended, was ordered favorably reported to the House of
Representatives by a voice vote (with a quorum being present).
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IV. BUDGET EFFECTS OF THE BILL
A. Committee Estimate of Budgetary Effects

In compliance with clause 3(d) of rule XIII of the Rules of the House of Representatives,
the following statement is made concerning the effects on the budget of the bill, H.R. 5445, as
reported.

The bill, as reported, is to increase Federal fiscal year budget receipts by less than
$500,000 for the period 2018 through 2028.

Pursuant to clause 8 of rule XIII of the Rules of the House of Representatives, the
following statement is made by the Joint Committee on Taxation with respect to the provisions
of the bill amending the Internal Revenue Code of 1986: The gross budgetary effect (before
incorporating macroeconomic effects) in any fiscal year is less than 0.25 percent of the current
projected gross domestic product of the United States for that fiscal year; therefore, the bill is not
“major legislation” for purposes of requiring that the estimate include the budgetary effects of
changes in economic output, employment, capital stock and other macroeconomic variables.

B. Statement Regarding New Budget Authority
and Tax Expenditures Budget Authority

In compliance with clause 3(c)(2) of rule XIII of the Rules of the House of
Representatives, the Committee states that the bill involves no new or increased budget
authority. The Committee further states that the revenue-reducing tax provision involves a new
tax expenditure. See Part IV.A., above.

C. Cost Estimate Prepared by the Congressional Budget Office

In compliance with clause 3(c)(3) of rule XIII of the Rules of the House of
Representatives, the Committee advises that the Congressional Budget Office did not provide a
cost estimate for the resolution.
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V. OTHER MATTERS TO BE DISCUSSED UNDER THE
RULES OF THE HOUSE

A. Committee Oversight Findings and Recommendations

Pursuant to clause 3(c)(1) of rule XIII of the Rules of the House of Representatives, the
Committee advises that the findings and recommendations of the Committee, based on oversight
activities under clause 2(b)(1) of rule X of the Rules of the House of Representatives, are
incorporated into the description portions of this report.

B. Statement of General Performance Goals and Objectives

With respect to clause 3(c)(4) of rule XIII of the Rules of the House of Representatives,
the Committee advises that the bill contains no measure that authorizes funding, so no statement
of general performance goals and objectives for which any measure authorizes funding is
required.

C. Information Relating to Unfunded Mandates

This information is provided in accordance with section 423 of the Unfunded Mandates
Reform Act of 1995 (Pub. L. No. 104-4).

The Committee has determined that the bill does not contain Federal mandates on the
private sector. The Committee has determined that the bill does not impose a Federal
intergovernmental mandate on State, local, or tribal governments.

D. Applicability of House Rule XXI 5(b)

Rule XXI 5(b) of the Rules of the House of Representatives provides, in part, that “A bill
or joint resolution, amendment, or conference report carrying a Federal income tax rate increase
may not be considered as passed or agreed to unless so determined by a vote of not less than
three-fifths of the Members voting, a quorum being present.” The Committee has carefully
reviewed the bill and states that the bill does not involve any Federal income tax rate increases
within the meaning of the rule.

E. Tax Complexity Analysis

Section 4022(b) of the Internal Revenue Service Restructuring and Reform Act of 1998
(“IRS Reform Act”) requires the staff of the Joint Committee on Taxation (in consultation with
the Internal Revenue Service and the Treasury Department) to provide a tax complexity analysis.
The complexity analysis is required for all legislation reported by the Senate Committee on
Finance, the House Committee on Ways and Means, or any committee of conference if the
legislation includes a provision that directly or indirectly amends the Internal Revenue Code of
1986 and has widespread applicability to individuals or small businesses.

Pursuant to clause 3(h)(1) of rule XIII of the Rules of the House of Representatives, the
staff of the Joint Committee on Taxation has determined that a complexity analysis is not
required under section 4022(b) of the IRS Reform Act because the bill contains no provisions
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that amend the Internal Revenue Code of 1986 and that have “widespread applicability” to
individuals or small businesses, within the meaning of the rule.

F. Congressional Earmarks, Limited Tax Benefits, and Limited Tariff Benefits

With respect to clause 9 of rule XXI of the Rules of the House of Representatives, the
Committee has carefully reviewed the provisions of the bill and states that the provisions of the
bill do not contain any congressional earmarks, limited tax benefits, or limited tariff benefits
within the meaning of the rule.

G. Duplication of Federal Programs

In compliance with Sec. 3(c)(5) of rule XIII of the Rules of the House of Representatives,
the Committee states that no provision of the bill establishes or reauthorizes: (1) a program of the
Federal Government known to be duplicative of another Federal program, (2) a program
included in any report from the Government Accountability Office to Congress pursuant to
section 21 of Public Law 111-139, or (3) a program related to a program identified in the most
recent Catalog of Federal Domestic Assistance, published pursuant to section 6104 of title 31,
United States Code.

H. Disclosure of Directed Rule Makings

In compliance with Sec. 3(i) of H. Res. 5 (115th Congress), the following statement is
made concerning directed rule makings: The Committee advises that the bill requires no directed
rule makings within the meaning of such section.

30



VI. CHANGES IN EXISTING LAW MADE BY THE BILL,
AS REPORTED

A. Text of Existing Law Amended or Repealed by the Bill, as Reported

In compliance with clause 3(e)(1)(A) of rule XIII of the Rules of the House of
Representatives, the text of each section proposed to be amended or repealed by the bill, as
reported, is shown below:

[Insert A — Ramseyer entire text]
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CHANGES IN EXISTING LAW MADE BY THE BILL, AS REPORTED

In compliance with clause 3(e) of rule XIII of the Rules of the
House of Representatives, changes in existing law made by the bill,
as reported, are shown as follows (existing law proposed to be omit-
ted is enclosed in black brackets, new matter is printed in italics,
and e))zisting law in which no change is proposed is shown in
roman):

INTERNAL REVENUE CODE OF 1986

* * & & * * &

Subtitle F—Procedure and Administration

* * * & * * *

CHAPTER 61—INFORMATION AND RETURNS

* k *k & * k *k

Subchapter A—Returns and Records

* * & & * * &

PART II—TAX RETURNS OR STATEMENTS

% * * * % * *

Subpart A—General Requirement
% % £ £ % % £

SEC. 6011. %?gI‘ERAL REQUIREMENT OF RETURN, STATEMENT, OR

(a) GENERAL RULE.—When required by regulations prescribed
by the Secretary any person made liable for any tax imposed by
this title, or with respect to the collection thereof, shall make a re-
turn or statement according to the forms and regulations pre-
scribed by the Secretary. Every person required to make a return
or statement shall include therein the information required by such
forms or regulations.

(b) IDENTIFICATION OF TAXPAYER.—The Secretary is authorized
to require such information with respect to persons subject to the
taxes imposed by chapter 21 or chapter 24 as is necessary or help-
ful in securing proper identification of such persons.

(¢) RETURNS, ETC., OF Discs AND FORMER DiscS AND FORMER
Fsc’s.—

(1) RECORDS AND INFORMATION.—A DISC, former DISC, or
former FSC (as defined in section 922 as in effect before its re-
peal by the FSC Repeal and Extraterritorial Income Exclusion
Act of 2000) shall for the taxable year—
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(A) furnish such information to persons who were
shareholders at any time during such taxable year, and to
the Secretary, and

(B) keep such records, as may be required by regula-
tions prescribed by the Secretary.

(2) RETURNS.—A DISC shall file for the taxable year such
returns as may be prescribed by the Secretary by forms or reg-
ulations.

(d) AUTHORITY TO REQUIRE INFORMATION CONCERNING SECTION
912 ALLOWANCES.—The Secretary may by regulations require any
individual who receives allowances which are excluded from gross
income under section 912 for any taxable year to include on his re-
turn of the taxes imposed by subtitle A for such taxable year such
information with respect to the amount and type of such allow-
ances as the Secretary determines to be appropriate.

(e) REGULATIONS REQUIRING RETURNS ON MAGNETIC MEDIA,
ETc..—

(1) IN GENERAL.—The Secretary shall prescribe regulations
providing standards for determining which returns must be
filed on magnetic media or in other machine-readable form. Ex-
cept as provided in paragraph (3), the Secretary may not re-
quire returns of any tax imposed by subtitle A on individuals,
estates, and trusts to be other than on paper forms supplied
by the Secretary.

(2) REQUIREMENTS OF REGULATIONS.—In prescribing regu-
lations under paragraph (1), the Secretary—

(A) shall not require any person to file returns on
magnetic media unless such person is required to file at
least [250] the applicable number of returns during the
calendar year, and

(B) shall take into account (among other relevant fac-
tors) the ability of the taxpayer to comply at reasonable
cost with the requirements of such regulations.

(3) SPECIAL RULE FOR TAX RETURN PREPARERS.—

(A) IN GENERAL.—The Secretary shall require that any
individual income tax return prepared by a tax return pre-
parer be filed on magnetic media if—

(i) such return is filed by such tax return pre-
parer, and

(i1) such tax return preparer is a specified tax re-
turn preparer for the calendar year during which such
return is filed.

(B) SPECIFIED TAX RETURN PREPARER.—For purposes of
this paragraph, the term “specified tax return preparer”
means, with respect to any calendar year, any tax return
preparer unless such preparer reasonably expects to file 10
or fewer individual income tax returns during such cal-
endar year.

(C) INDIVIDUAL INCOME TAX RETURN.—For purposes of
this paragraph, the term “individual income tax return”
means any return of the tax imposed by subtitle A on indi-
viduals, estates, or trusts.
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(D) EXCEPTION FOR CERTAIN PREPARERS LOCATED IN
AREAS WITHOUT INTERNET ACCESS.—The Secretary may
waive the requirement of subparagraph (A) if the Secretary
determines, on the basis of an application by the tax return
preparer, that the preparer cannot meet such requirement
by reason of being located in a geographic area which does
not have access to internet service (other than dial-up or
satellite service).

(4) SPECIAL RULE FOR RETURNS FILED BY FINANCIAL INSTI-
TUTIONS WITH RESPECT TO WITHHOLDING ON FOREIGN TRANS-
FERS.—The numerical limitation under paragraph (2)(A) shall
not apply to any return filed by a financial institution (as de-
fined in section 1471(d)(5)) with respect to tax for which such
institution is made liable under section 1461 or 1474(a).

(5) SPECIAL RULES FOR PARTNERSHIPS.—

(A) PARTNERSHIPS PERMITTED TO BE REQUIRED TO FILE
ON MAGNETIC MEDIA.—In the case of a partnership, para-
graph (2)(A) shall be applied by substituting for “250” the
following amount:

(i) In the case of returns and statements relating

to calendar year 2018, “200”.

(i1) In the case of returns and statements relating

to calendar year 2019, “150”.

(iii) In the case of returns and statements relating

to calendar year 2020, “100”.

(iv) In the case of returns and statements relating

to calendar year 2021, “50”.

(v) In the case of returns and statements relating

to calendar years after 2021, “20”.

(B) PARTNERSHIPS REQUIRED TO FILE ON MAGNETIC
MEDIA.—Notwithstanding subparagraph (A) and paragraph
(2)(A), the Secretary shall require partnerships having
more than 100 partners to file returns on magnetic media.
(6) APPLICABLE NUMBER.—For purposes of paragraph

(2)(A), the applicable number shall be determined in accordance

with the following table:

(A) in the case of calendar years before 2020, 250,

(B) in the case of calendar year 2020, 100, and

(C) in the case of calendar years after 2020, 10.

(f) PROMOTION OF ELECTRONIC FILING.—

(1) IN GENERAL.—The Secretary is authorized to promote
the benefits of and encourage the use of electronic tax adminis-
tration programs, as they become available, through the use of
mass communications and other means.

(2) INCENTIVES.—The Secretary may implement procedures
to provide for the payment of appropriate incentives for elec-
tronically filed returns.

(g) DISCLOSURE OF REPORTABLE TRANSACTION TO TAX-EXEMPT
ENTITY.—Any taxable party to a prohibited tax shelter transaction
(as defined in section 4965(e)(1)) shall by statement disclose to any
tax-exempt entity (as defined in section 4965(c)) which is a party
to such transaction that such transaction is such a prohibited tax
shelter transaction.
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(h) INCOME, ESTATE, AND GIFT TAXES FOR REQUIREMENT THAT
RETURNS OF INCOME, ESTATE, AND GIFT.—taxes be made whether
or not there is tax liability, see subparts B and C.

* * & * * * &

PART IV—SIGNING AND VERIFYING OF RETURNS AND
OTHER DOCUMENTS

* * *k & * * *k

SEC. 6061. SIGNING OF RETURNS AND OTHER DOCUMENTS.

(a) GENERAL RULE.—Except as otherwise provided by sub-
section (b) and sections 6062 and 6063, any return, statement, or
other document required to be made under any provision of the in-
ternal revenue laws or regulations shall be signed in accordance
with forms or regulations prescribed by the Secretary.

(b) ELECTRONIC SIGNATURES.—

(1) IN GENERAL.—The Secretary shall develop procedures
for the acceptance of signatures in digital or other electronic
form. Until such time as such procedures are in place, the Sec-
retary may—

(A) waive the requirement of a signature for; or

(B) provide for alternative methods of signing or sub-
scribing,

a particular type or class of return, declaration, statement, or

other document required or permitted to be made or written

under internal revenue laws and regulations.

(2) TREATMENT OF ALTERNATIVE METHODS.—Notwith-
standing any other provision of law, any return, declaration,
statement, or other document filed and verified, signed, or sub-
scribed under any method adopted under paragraph (1)(B)
shall be treated for all purposes (both civil and criminal, in-
cluding penalties for perjury) in the same manner as though
signed or subscribed.

[(3) PUBLISHED GUIDANCE.—The Secretary shall publish
guidance as appropriate to define and implement any waiver
of the signature requirements or any method adopted under
paragraph (1).1

(3) PUBLISHED GUIDANCE.—

(A) IN GENERAL.—The Secretary shall publish guidance
as appropriate to define and implement any waiver of the
signature requirements or any method adopted under para-
graph (1).

(B) ELECTRONIC SIGNATURES FOR DISCLOSURE AUTHOR-
IZATIONS TO, AND OTHER AUTHORIZATIONS OF, PRACTI-
TIONERS.—Not later than 6 months after the date of the en-
actment of this subparagraph, the Secretary shall publish
guidance to establish uniform standards and procedures
for the acceptance of taxpayers’ signatures appearing in
electronic form with respect to any request for disclosure of
a taxpayer’s return or return information under section
6103(c) to a practitioner or any power of attorney granted
by a taxpayer to a practitioner.
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(C) PRACTITIONER.—For purposes of subparagraph (B),
the term “practitioner” means any individual in good
standing who is regulated under section 330 of title 31,
United States Code.

% * * * % * *

Subchapter B—Miscellaneous Provisions
* £ * * * £ *

SEC. 6103. CONFIDENTIALITY AND DISCLOSURE OF RETURNS AND RE-
TURN INFORMATION.
(a) GENERAL RULE.—Returns and return information shall be
confidential, and except as authorized by this title—
(1) no officer or employee of the United States,
(2) no officer or employee of any State, any local law en-
forcement agency receiving information under subsection
1)(1)C) or (7)A), any local child support enforcement agency,
or any local agency administering a program listed in sub-
section (1)(7)(D) who has or had access to returns or return in-
formation under this section or section 6104(c), and
(3) no other person (or officer or employee thereof) who has
or had access to returns or return information under subsection
(c), subsection (e)(1)(D)(iii), [subsection (k)(10)1 paragraph (10)
or (13) of subsection (k), paragraph (6), (10), (12), (16), (19),
(20), or (21) of subsection (1), paragraph (2) or (4)(B) of sub-
section (m), or subsection (n),
shall disclose any return or return information obtained by him in
any manner in connection with his service as such an officer or an
employee or otherwise or under the provisions of this section. For
purposes of this subsection, the term “officer or employee” includes
a former officer or employee.

(b) DEFINITIONS.—For purposes of this section—

(1) RETURN.—The term “return” means any tax or informa-
tion return, declaration of estimated tax, or claim for refund
required by, or provided for or permitted under, the provisions
of this title which is filed with the Secretary by, on behalf of,
or with respect to any person, and any amendment or supple-
ment thereto, including supporting schedules, attachments, or
lists which are supplemental to, or part of, the return so filed.

(2) RETURN INFORMATION.—The term “return information”
means—

(A) a taxpayer’s identity, the nature, source, or
amount of his income, payments, receipts, deductions, ex-
emptions, credits, assets, liabilities, net worth, tax liabil-
ity, tax withheld, deficiencies, overassessments, or tax pay-
ments, whether the taxpayer’s return was, is being, or will
be examined or subject to other investigation or proc-
essing, or any other data, received by, recorded by, pre-
pared by, furnished to, or collected by the Secretary with
respect to a return or with respect to the determination of
the existence, or possible existence, of liability (or the
amount thereof) of any person under this title for any tax,
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1f)enalty, interest, fine, forfeiture, or other imposition, or of-
ense,

(B) any part of any written determination or any back-
ground file document relating to such written determina-
tion (as such terms are defined in section 6110(b)) which
is not open to public inspection under section 6110,

(C) any advance pricing agreement entered into by a
taxpayer and the Secretary and any background informa-
tion related to such agreement or any application for an
advance pricing agreement, and

(D) any agreement under section 7121, and any simi-
lar agreement, and any background information related to
such an agreement or request for such an agreement,

but such term does not include data in a form which cannot
be associated with, or otherwise identify, directly or indirectly,
a particular taxpayer. Nothing in the preceding sentence, or in
any other provision of law, shall be construed to require the
disclosure of standards used or to be used for the selection of
returns for examination, or data used or to be used for deter-
mining such standards, if the Secretary determines that such
disclosure will seriously impair assessment, collection, or en-
forcement under the internal revenue laws.

(3) TAXPAYER RETURN INFORMATION.—The term “taxpayer
return information” means return information as defined in
paragraph (2) which is filed with, or furnished to, the Sec-
retary by or on behalf of the taxpayer to whom such return in-
formation relates.

(4) TAX ADMINISTRATION.—The term “tax administration”—

(A) means—

(i) the administration, management, conduct, di-
rection, and supervision of the execution and applica-
tion of the internal revenue laws or related statutes
(or equivalent laws and statutes of a State) and tax
conventions to which the United States is a party, and

(i1) the development and formulation of Federal
tax policy relating to existing or proposed internal rev-
enue laws, related statutes, and tax conventions, and
(B) includes assessment, collection, enforcement, liti-

gation, publication, and statistical gathering functions

under such laws, statutes, or conventions.

(5) STATE.—

(A) IN GENERAL.—The term “State” means—

(i) any of the 50 States, the District of Columbia,
the Commonwealth of Puerto Rico, the Virgin Islands,
Guam, American Samoa, and the Commonwealth of
the Northern Mariana Islands,

(i1) for purposes of subsections (a)(2), (b)(4), (d)(1),
(h)(4), and (p), any municipality—

I) with a population in excess of 250,000 (as
determined under the most recent decennial

United States census data available),

1 (IT) which imposes a tax on income or wages,
an
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(IIT) with which the Secretary (in his sole dis-
cretion) has entered into an agreement regarding
disclosure, and
(iii) for purposes of subsections (a)(2), (b)(4), (d)(1),

(h)(4), and (p), any governmental entity—

(I) which is formed and operated by a quali-
fied group of municipalities, and

(IT) with which the Secretary (in his sole dis-
cretion) has entered into an agreement regarding
disclosure.

(B) REGIONAL INCOME TAX AGENCIES.—For purposes of
subparagraph (A)@iii)—

(i) QUALIFIED GROUP OF MUNICIPALITIES.—The
term “qualified group of municipalities” means, with
respect to any governmental entity, 2 or more munici-
palities—

(I) each of which imposes a tax on income or
wages,

(IT) each of which, under the authority of a
State statute, administers the laws relating to the
imposition of such taxes through such entity, and

(ITT) which collectively have a population in
excess of 250,000 (as determined under the most
recent decennial United States census data avail-
able).

(ii) REFERENCES TO STATE LAW, ETC.—For pur-
poses of applying subparagraph (A)(ii) to the sub-
sections referred to in such subparagraph, any ref-
erence in such subsections to State law, proceedings,
or tax returns shall be treated as references to the
law, proceedings, or tax returns, as the case may be,
of the municipalities which form and operate the gov-
ernmental entity referred to in such subparagraph.

(iii) DISCLOSURE TO CONTRACTORS AND OTHER
AGENTS.—Notwithstanding any other provision of this
section, no return or return information shall be dis-
closed to any contractor or other agent of a govern-
mental entity referred to in subparagraph (A)(iii) un-
less such entity, to the satisfaction of the Secretary—

(I) has requirements in effect which require
each such contractor or other agent which would
have access to returns or return information to
provide safeguards (within the meaning of sub-
section (p)(4)) to protect the confidentiality of such
returns or return information,

(IT) agrees to conduct an on-site review every
3 years (or a mid-point review in the case of con-
tracts or agreements of less than 3 years in dura-
tion) of each contractor or other agent to deter-
mine compliance with such requirements,

(IIT) submits the findings of the most recent
review conducted under subclause (II) to the Sec-
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retary as part of the report required by subsection
(p)(4)(E), and
(IV) certifies to the Secretary for the most re-
cent annual period that such contractor or other
agent is in compliance with all such requirements.
The certification required by subclause (IV) shall in-
clude the name and address of each contractor and
other agent, a description of the contract or agreement
with such contractor or other agent, and the duration
of such contract or agreement. The requirements of
this clause shall not apply to disclosures pursuant to
subsection (n) for purposes of Federal tax administra-
tion and a rule similar to the rule of subsection
(p)(8)(B) shall apply for purposes of this clause.

(6) TAXPAYER IDENTITY.—The term “taxpayer identity”
means the name of a person with respect to whom a return is
filed, his mailing address, his taxpayer identifying number (as
described in section 6109), or a combination thereof.

(7) INSPECTION.—The terms “inspected” and “inspection”
mean any examination of a return or return information.

(8) D1SCLOSURE.—The term “disclosure” means the making
known to any person in any manner whatever a return or re-
turn information.

(9) FEDERAL AGENCY.—The term “Federal agency” means
an agency within the meaning of section 551(1) of title 5,
United States Code.

(10) CHIEF EXECUTIVE OFFICER.—The term “chief executive
officer” means, with respect to any municipality, any elected of-
ﬁcilal and the chief official (even if not elected) of such munici-
pality.

(11) TERRORIST INCIDENT, THREAT, OR ACTIVITY.—The term
“terrorist incident, threat, or activity” means an incident,
threat, or activity involving an act of domestic terrorism (as de-
fined in section 2331(5) of title 18, United States Code) or
intiernational terrorism (as defined in section 2331(1) of such
title).

(¢c) DISCLOSURE OF RETURNS AND RETURN INFORMATION TO
DESIGNEE OF TAXPAYER.—The Secretary may, subject to such re-
quirements and conditions as he may prescribe by regulations, dis-
close the return of any taxpayer, or return information with respect
to such taxpayer, to such person or persons as the taxpayer may
designate in a request for or consent to such disclosure, or to any
other person at the taxpayer’s request to the extent necessary to
comply with a request for information or assistance made by the
taxpayer to such other person. However, return information shall
not be disclosed to such person or persons if the Secretary deter-
mines that such disclosure would seriously impair Federal tax ad-
ministration. Persons designated by the taxpayer under this sub-
section to receive return information shall not use the information
for any purpose other than the express purpose for which consent
was granted and shall not disclose return information to any other
person without the express permission of, or request by, the tax-

payer.
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(d) DISCLOSURE TO STATE TAX OFFICIALS AND STATE AND
LocAaL LAW ENFORCEMENT AGENCIES.—

(1) IN GENERAL.—Returns and return information with re-
spect to taxes imposed by chapters 1, 2, 6, 11, 12, 21, 23, 24,
31, 32, 44, 51, and 52 and subchapter D of chapter 36 shall be
open to inspection by, or disclosure to, any State agency, body,
or commission, or its legal representative, which is charged
under the laws of such State with responsibility for the admin-
istration of State tax laws for the purpose of, and only to the
extent necessary in, the administration of such laws, including
any procedures with respect to locating any person who may
be entitled to a refund. Such inspection shall be permitted, or
such disclosure made, only upon written request by the head
of such agency, body, or commission, and only to the represent-
atives of such agency, body, or commission designated in such
written request as the individuals who are to inspect or to re-
ceive the returns or return information on behalf of such agen-
cy, body, or commission. Such representatives shall not include
any individual who is the chief executive officer of such State
or who is neither an employee or legal representative of such
agency, body, or commission nor a person described in sub-
section (n). However, such return information shall not be dis-
closed to the extent that the Secretary determines that such
disclosure would identify a confidential informant or seriously
impair any civil or criminal tax investigation.

(2) DISCLOSURE TO STATE AUDIT AGENCIES.—

(A) IN GENERAL.—Any returns or return information
obtained under paragraph (1) by any State agency, body,
or commission may be open to inspection by, or disclosure
to, officers and employees of the State audit agency for the
purpose of, and only to the extent necessary in, making an
audit of the State agency, body, or commission referred to
in paragraph (1).

(B) STATE AUDIT AGENCY.—For purposes of subpara-
graph (A), the term “State audit agency” means any State
agency, body, or commission which is charged under the
laws of the State with the responsibility of auditing State
revenues and programs.

(3) EXCEPTION FOR REIMBURSEMENT UNDER SECTION 7624.—
Nothing in this section shall be construed to prevent the Sec-
retary from disclosing to any State or local law enforcement
agency which may receive a payment under section 7624 the
amount of the recovered taxes with respect to which such a
payment may be made.

(4) AVAILABILITY AND USE OF DEATH INFORMATION.—

(A) IN GENERAL.—No returns or return information
may be disclosed under paragraph (1) to any agency, body,
or commission of any State (or any legal representative
thereof) during any period during which a contract meet-
ing the requirements of subparagraph (B) is not in effect
between such State and the Secretary of Health and
Human Services.
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(B) CONTRACTUAL REQUIREMENTS.—A contract meets
the requirements of this subparagraph if—

(i) such contract requires the State to furnish the
Secretary of Health and Human Services information
concerning individuals with respect to whom death
certificates (or equivalent documents maintained by
the State or any subdivision thereof) have been offi-
cially filed with it, and

(i1) such contract does not include any restriction
on the use of information obtained by such Secretary
pursuant to such contract, except that such contract
may provide that such information is only to be used
by the Secretary (or any other Federal agency) for pur-
poses of ensuring that Federal benefits or other pay-
melnts are not erroneously paid to deceased individ-
uals.

Any information obtained by the Secretary of Health and
Human Services under such a contract shall be exempt
from disclosure under section 552 of title 5, United States
Colde, and from the requirements of section 552a of such
title 5.

(C) SPECIAL EXCEPTION.—The provisions of subpara-
graph (A) shall not apply to any State which on July 1,
1993, was not, pursuant to a contract, furnishing the Sec-
retary of Health and Human Services information con-
cerning individuals with respect to whom death certificates
(or equivalent documents maintained by the State or any
subdivision thereof) have been officially filed with it.

(5) DISCLOSURE FOR COMBINED EMPLOYMENT TAX REPORT-

ING.—

(A) IN GENERAL.—The Secretary may disclose taxpayer
identity information and signatures to any agency, body,
or commission of any State for the purpose of carrying out
with such agency, body, or commission a combined Federal
and State employment tax reporting program approved by
the Secretary. Subsections (a)(2) and (p)(4) and sections
7213 and 7213A shall not apply with respect to disclosures
or inspections made pursuant to this paragraph.

(B) TERMINATION.—The Secretary may not make any
disclosure under this paragraph after December 31, 2007.
(6) LIMITATION ON DISCLOSURE REGARDING REGIONAL IN-

COME TAX AGENCIES TREATED AS STATES.—For purposes of
paragraph (1), inspection by or disclosure to an entity de-
scribed in subsection (b)(5)(A)(ii) shall be for the purpose of,
and only to the extent necessary in, the administration of the
laws of the member municipalities in such entity relating to
the imposition of a tax on income or wages. Such entity may
not redisclose any return or return information received pursu-
ant to paragraph (1) to any such member municipality.

(e) DISCLOSURE TO PERSONS HAVING MATERIAL INTEREST.—

(1) IN GENERAL.—The return of a person shall, upon writ-

ten request, be open to inspection by or disclosure to—

(A) in the case of the return of an individual—
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(1) that individual,

(i) the spouse of that individual if the individual
and such spouse have signified their consent to con-
sider a gift reported on such return as made one-half
by him and one-half by the spouse pursuant to the
provisions of section 2513; or

(iii) the child of that individual (or such child’s
legal representative) to the extent necessary to comply
with the provisions of section 1(g);

(B) in the case of an income tax return filed jointly, ei-
}}ieg of the individuals with respect to whom the return is
iled;

(C) in the case of the return of a partnership, any per-
son who was a member of such partnership during any
part of the period covered by the return;

(D) in the case of the return of a corporation or a sub-
sidiary thereof—

(i) any person designated by resolution of its
board of directors or other similar governing body,

(i1) any officer or employee of such corporation
upon written request signed by any principal officer
and attested to by the secretary or other officer,

(iii) any bona fide shareholder of record owning 1
percent or more of the outstanding stock of such cor-
poration,

(iv) if the corporation was an S corporation, any
person who was a shareholder during any part of the
period covered by such return during which an elec-
tion under section 1362(a) was in effect, or

(v) if the corporation has been dissolved, any per-
son authorized by applicable State law to act for the
corporation or any person who the Secretary finds to
have a material interest which will be affected by in-
formation contained therein;

(E) in the case of the return of an estate—

(1) the administrator, executor, or trustee of such
estate, and

(i1) any heir at law, next of kin, or beneficiary
under the will, of the decedent, but only if the Sec-
retary finds that such heir at law, next of kin, or bene-
ficiary has a material interest which will be affected
by information contained therein; and
(F) in the case of the return of a trust—

d(i) the trustee or trustees, jointly or separately,
an

(i1) any beneficiary of such trust, but only if the
Secretary finds that such beneficiary has a material
interest which will be affected by information con-
tained therein.

(2) INCOMPETENCY.—If an individual described in para-
graph (1) is legally incompetent, the applicable return shall,
upon written request, be open to inspection by or disclosure to
the committee, trustee, or guardian of his estate.

g:\VHLC\041218\041218.089.xm!
April 12, 2018 (11:25 a.m.)



G:\OFFICE\RAMSEYER\R15\RAM\H5445_RAM.XML H.L.C.

12

(3) DECEASED INDIVIDUALS.—The return of a decedent
shall, upon written request, be open to inspection by or disclo-
sure to—

(A) the administrator, executor, or trustee of his es-
tate, and

(B) any heir at law, next of kin, or beneficiary under
the will, of such decedent, or a donee of property, but only
if the Secretary finds that such heir at law, next of kin,
beneficiary, or donee has a material interest which will be
affected by information contained therein.

(4) TITLE 11 CASES AND RECEIVERSHIP PROCEEDINGS.—If—

(A) there is a trustee in a title 11 case in which the
debtor is the person with respect to whom the return is
filed, or

(B) substantially all of the property of the person with
respect to whom the return is filed is in the hands of a re-
ceiver,

such return or returns for prior years of such person shall,
upon written request, be open to inspection by or disclosure to
such trustee or receiver, but only if the Secretary finds that
such trustee or receiver, in his fiduciary capacity, has a mate-
rial interest which will be affected by information contained
therein.

(5) INDIVIDUAL’S TITLE 11 CASE.—

(A) IN GENERAL.—In any case to which section 1398
applies (determined without regard to section 1398(b)(1)),
any return of the debtor for the taxable year in which the
case commenced or any preceding taxable year shall, upon
written request, be open to inspection by or disclosure to
the trustee in such case.

(B) RETURN OF ESTATE AVAILABLE TO DEBTOR.—Any
return of an estate in a case to which section 1398 applies
shall, upon written request, be open to inspection by or
disclosure to the debtor in such case.

(C) SPECIAL RULE FOR INVOLUNTARY CASES.—In an in-
voluntary case, no disclosure shall be made under subpara-
graph (A) until the order for relief has been entered by the
court having jurisdiction of such case unless such court
finds that such disclosure is appropriate for purposes of
determining whether an order for relief should be entered.
(6) ATTORNEY IN FACT.—Any return to which this sub-

section applies shall, upon written request, also be open to in-
spection by or disclosure to the attorney in fact duly authorized
in writing by any of the persons described in paragraph (1), (2),
(3), (4), (5), (8), or (9) to inspect the return or receive the infor-
mation on his behalf, subject to the conditions provided in such
paragraphs.

(7) RETURN INFORMATION.—Return information with re-
spect to any taxpayer may be open to inspection by or disclo-
sure to any person authorized by this subsection to inspect any
return of such taxpayer if the Secretary determines that such
disclosure would not seriously impair Federal tax administra-
tion.
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(8) DISCLOSURE OF COLLECTION ACTIVITIES WITH RESPECT
TO JOINT RETURN.—If any deficiency of tax with respect to a
joint return is assessed and the individuals filing such return
are no longer married or no longer reside in the same house-
hold, upon request in writing by either of such individuals, the
Secretary shall disclose in writing to the individual making the
request whether the Secretary has attempted to collect such
deficiency from such other individual, the general nature of
such collection activities, and the amount collected. The pre-
ceding sentence shall not apply to any deficiency which may
not be collected by reason of section 6502.

(9) DISCLOSURE OF CERTAIN INFORMATION WHERE MORE
THAN 1 PERSON SUBJECT TO PENALTY UNDER SECTION 6672.—If
the Secretary determines that a person is liable for a penalty
under section 6672(a) with respect to any failure, upon request
in writing of such person, the Secretary shall disclose in writ-
ing to such person—

(A) the name of any other person whom the Secretary
has determined to be liable for such penalty with respect
to such failure, and

(B) whether the Secretary has attempted to collect
such penalty from such other person, the general nature of
such collection activities, and the amount collected.

(10) LIMITATION ON CERTAIN DISCLOSURES UNDER THIS SUB-
SECTION.—In the case of an inspection or disclosure under this
subsection relating to the return of a partnership, S corpora-
tion, trust, or an estate, the information inspected or disclosed
shall not include any supporting schedule, attachment, or list
which includes the taxpayer identity information of a person
other than the entity making the return or the person con-
ducting the inspection or to whom the disclosure is made.

(11) DISCLOSURE OF INFORMATION REGARDING STATUS OF
INVESTIGATION OF VIOLATION OF THIS SECTION.—In the case of
a person who provides to the Secretary information indicating
a violation of section 7213, 7213A, or 7214 with respect to any
return or return information of such person, the Secretary may
disclose to such person (or such person’s designee)—

(A) whether an investigation based on the person’s
provision of such information has been initiated and
whether it is open or closed,

(B) whether any such investigation substantiated such
a violation by any individual, and

(C) whether any action has been taken with respect to
such individual (including whether a referral has been
made for prosecution of such individual).

(f) D1SCLOSURE TO COMMITTEES OF CONGRESS.—

(1) COMMITTEE ON WAYS AND MEANS, COMMITTEE ON FiI-
NANCE, AND JOINT COMMITTEE ON TAXATION.—Upon written
request from the chairman of the Committee on Ways and
Means of the House of Representatives, the chairman of the
Committee on Finance of the Senate, or the chairman of the
Joint Committee on Taxation, the Secretary shall furnish such
committee with any return or return information specified in
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such request, except that any return or return information
which can be associated with, or otherwise identify, directly or
indirectly, a particular taxpayer shall be furnished to such
committee only when sitting in closed executive session unless
such taxpayer otherwise consents in writing to such disclosure.

(2) CHIEF OF STAFF OF JOINT COMMITTEE ON TAXATION.—
Upon written request by the Chief of Staff of the Joint Com-
mittee on Taxation, the Secretary shall furnish him with any
return or return information specified in such request. Such
Chief of Staff may submit such return or return information to
any committee described in paragraph (1), except that any re-
turn or return information which can be associated with, or
otherwise identify, directly or indirectly, a particular taxpayer
shall be furnished to such committee only when sitting in
closed executive session unless such taxpayer otherwise con-
sents in writing to such disclosure.

(3) OTHER COMMITTEES.—Pursuant to an action by, and
upon written request by the chairman of, a committee of the
Senate or the House of Representatives (other than a com-
mittee specified in paragraph (1)) specially authorized to in-
spect any return or return information by a resolution of the
Senate or the House of Representatives or, in the case of a
joint committee (other than the joint committee specified in
paragraph (1)) by concurrent resolution, the Secretary shall
furnish such committee, or a duly authorized and designated
subcommittee thereof, sitting in closed executive session, with
any return or return information which such resolution author-
izes the committee or subcommittee to inspect. Any resolution
described in this paragraph shall specify the purpose for which
the return or return information is to be furnished and that
such information cannot reasonably be obtained from any other
source.

(4) AGENTS OF COMMITTEES AND SUBMISSION OF INFORMA-
TION TO SENATE OR HOUSE OF REPRESENTATIVES.—

(A) COMMITTEES DESCRIBED IN PARAGRAPH (1).—Any
committee described in paragraph (1) or the Chief of Staff
of the Joint Committee on Taxation shall have the author-
ity, acting directly, or by or through such examiners or
agents as the chairman of such committee or such chief of
staff may designate or appoint, to inspect returns and re-
turn information at such time and in such manner as may
be determined by such chairman or chief of staff. Any re-
turn or return information obtained by or on behalf of such
committee pursuant to the provisions of this subsection
may be submitted by the committee to the Senate or the
House of Representatives, or to both. The Joint Committee
on Taxation may also submit such return or return infor-
mation to any other committee described in paragraph (1),
except that any return or return information which can be
associated with, or otherwise identify, directly or indi-
rectly, a particular taxpayer shall be furnished to such
committee only when sitting in closed executive session
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unless such taxpayer otherwise consents in writing to such

disclosure.

(B) OTHER COMMITTEES.—Any committee or sub-
committee described in paragraph (3) shall have the right,
acting directly, or by or through no more than four exam-
iners or agents, designated or appointed in writing in
equal numbers by the chairman and ranking minority
member of such committee or subcommittee, to inspect re-
turns and return information at such time and in such
manner as may be determined by such chairman and
ranking minority member. Any return or return informa-
tion obtained by or on behalf of such committee or sub-
committee pursuant to the provisions of this subsection
may be submitted by the committee to the Senate or the
House of Representatives, or to both, except that any re-
turn or return information which can be associated with,
or otherwise identify, directly or indirectly, a particular
taxpayer, shall be furnished to the Senate or the House of
Representatives only when sitting in closed executive ses-
sion unless such taxpayer otherwise consents in writing to
such disclosure.

(5) DISCLOSURE BY WHISTLEBLOWER.—Any person who oth-
erwise has or had access to any return or return information
under this section may disclose such return or return informa-
tion to a committee referred to in paragraph (1) or any indi-
vidual authorized to receive or inspect information under para-
graph (4)(A) if such person believes such return or return infor-
mation may relate to possible misconduct, maladministration,
or taxpayer abuse.

(g) DISCLOSURE TO PRESIDENT AND CERTAIN OTHER PERSONS.—

(1) IN GENERAL.—Upon written request by the President,
signed by him personally, the Secretary shall furnish to the
President, or to such employee or employees of the White
House Office as the President may designate by name in such
request, a return or return information with respect to any
taxpayer named in such request. Any such request shall
state—

(A) the name and address of the taxpayer whose re-
turn or return information is to be disclosed,

(B) the kind of return or return information which is
to be disclosed,

(C) the taxable period or periods covered by such re-
turn or return information, and

(D) the specific reason why the inspection or disclosure
is requested.

(2) DISCLOSURE OF RETURN INFORMATION AS TO PRESI-
DENTIAL APPOINTEES AND CERTAIN OTHER FEDERAL (GGOVERN-
MENT APPOINTEES.—The Secretary may disclose to a duly au-
thorized representative of the Executive Office of the President
or to the head of any Federal agency, upon written request by
the President or head of such agency, or to the Federal Bureau
of Investigation on behalf of and upon written request by the
President or such head, return information with respect to an
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individual who is designated as being under consideration for
appointment to a position in the executive or judicial branch
of the Federal Government. Such return information shall be
limited to whether such individual—

(A) has filed returns with respect to the taxes imposed
under chapter 1 for not more than the immediately pre-
ceding 3 years;

(B) has failed to pay any tax within 10 days after no-
tice and demand, or has been assessed any penalty under
this title for negligence, in the current year or immediately
preceding 3 years;

(C) has been or is under investigation for possible
criminal offenses under the internal revenue laws and the
results of any such investigation; or

(D) has been assessed any civil penalty under this title
for fraud.

Within 3 days of the receipt of any request for any return in-
formation with respect to any individual under this paragraph,
the Secretary shall notify such individual in writing that such
information has been requested under the provisions of this
paragraph.

(3) RESTRICTION ON DISCLOSURE.—The employees to whom
returns and return information are disclosed under this sub-
section shall not disclose such returns and return information
to any other person except the President or the head of such
agency without the personal written direction of the President
or the head of such agency.

(4) RESTRICTION ON DISCLOSURE TO CERTAIN EMPLOYEES.—
Disclosure of returns and return information under this sub-
section shall not be made to any employee whose annual rate
of basic pay is less than the annual rate of basic pay specified
for positions subject to section 5316 of title 5, United States
Code.

(5) REPORTING REQUIREMENTS.—Within 30 days after the
close of each calendar quarter, the President and the head of
any agency requesting returns and return information under
this subsection shall each file a report with the Joint Com-
mittee on Taxation setting forth the taxpayers with respect to
whom such requests were made during such quarter under this
subsection, the returns or return information involved, and the
reasons for such requests. The President shall not be required
to report on any request for returns and return information
pertaining to an individual who was an officer or employee of
the executive branch of the Federal Government at the time
such request was made. Reports filed pursuant to this para-
graph shall not be disclosed unless the Joint Committee on
Taxation determines that disclosure thereof (including identi-
fying details) would be in the national interest. Such reports
shall be maintained by the Joint Committee on Taxation for a
period not exceeding 2 years unless, within such period, the
Joint Committee on Taxation determines that a disclosure to
the Congress is necessary.
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(h) D1SCLOSURE TO CERTAIN FEDERAL OFFICERS AND EMPLOY-
EES FOR PURPOSES OF TAX ADMINISTRATION, ETC..—

(1) DEPARTMENT OF THE TREASURY.—Returns and return
information shall, without written request, be open to inspec-
tion by or disclosure to officers and employees of the Depart-
ment of the Treasury whose official duties require such inspec-
tion or disclosure for tax administration purposes.

(2) DEPARTMENT OF JUSTICE.—In a matter involving tax
administration, a return or return information shall be open to
inspection by or disclosure to officers and employees of the De-
partment of Justice (including United States attorneys) person-
ally and directly engaged in, and solely for their use in, any
proceeding before a Federal grand jury or preparation for any
proceeding (or investigation which may result in such a pro-
ceeding) before a Federal grand jury or any Federal or State
court, but only if—

(A) the taxpayer is or may be a party to the pro-
ceeding, or the proceeding arose out of, or in connection
with, determining the taxpayer’s civil or criminal liability,
or the collection of such civil liability in respect of any tax
imposed under this title;

(B) the treatment of an item reflected on such return
is or may be related to the resolution of an issue in the
proceeding or investigation; or

(C) such return or return information relates or may
relate to a transactional relationship between a person
who is or may be a party to the proceeding and the tax-
payer which affects, or may affect, the resolution of an
issue in such proceeding or investigation.

(3) FORM OF REQUEST.—In any case in which the Secretary
is authorized to disclose a return or return information to the
Department of Justice pursuant to the provisions of this sub-
section—

(A) if the Secretary has referred the case to the De-
partment of Justice, or if the proceeding is authorized by
subchapter B of chapter 76, the Secretary may make such
disclosure on his own motion, or

(B) if the Secretary receives a written request from the
Attorney General, the Deputy Attorney General, or an As-
sistant Attorney General for a return of, or return infor-
mation relating to, a person named in such request and
setting forth the need for the disclosure, the Secretary
shall disclose return or return the information so re-
quested.

(4) DISCLOSURE IN JUDICIAL AND ADMINISTRATIVE TAX PRO-
CEEDINGS.—A return or return information may be disclosed in
a Federal or State judicial or administrative proceeding per-
taining to tax administration, but only—

(A) if the taxpayer is a party to the proceeding, or the
proceeding arose out of, or in connection with, determining
the taxpayer’s civil or criminal liability, or the collection of
such civil liability, in respect of any tax imposed under
this title;
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(B) if the treatment of an item reflected on such re-
turn is directly related to the resolution of an issue in the
proceeding;

(C) if such return or return information directly re-
lates to a transactional relationship between a person who
is a party to the proceeding and the taxpayer which di-
rectly affects the resolution of an issue in the proceeding;
or

(D) to the extent required by order of a court pursuant
to section 3500 of title 18, United States Code, or rule 16
of the Federal Rules of Criminal Procedure, such court
being authorized in the issuance of such order to give due
consideration to congressional policy favoring the confiden-
tiality of returns and return information as set forth in
this title.

However, such return or return information shall not be dis-
closed as provided in subparagraph (A), (B), or (C) if the Sec-
retary determines that such disclosure would identify a con-
fidential informant or seriously impair a civil or criminal tax
investigation.

(5) WITHHOLDING OF TAX FROM SOCIAL SECURITY BENE-
FITS.—Upon written request of the payor agency, the Secretary
may disclose available return information from the master files
of the Internal Revenue Service with respect to the address
and status of an individual as a nonresident alien or as a cit-
izen or resident of the United States to the Social Security Ad-
ministration or the Railroad Retirement Board (whichever is
appropriate) for purposes of carrying out its responsibilities for
withholding tax under section 1441 from social security bene-
fits (as defined in section 86(d)).

(6) INTERNAL REVENUE SERVICE OVERSIGHT BOARD.—

(A) IN GENERAL.—Notwithstanding paragraph (1), and
except as provided in subparagraph (B), no return or re-
turn information may be disclosed to any member of the
Oversight Board described in subparagraph (A) or (D) of
section 7802(b)(1) or to any employee or detailee of such
Board by reason of their service with the Board. Any re-
quest for information not permitted to be disclosed under
the preceding sentence, and any contact relating to a spe-
cific taxpayer, made by any such individual to an officer or
employee of the Internal Revenue Service shall be reported
by such officer or employee to the Secretary, the Treasury
Inspector General for Tax Administration, and the Joint
Committee on Taxation.

(B) EXCEPTION FOR REPORTS TO THE BOARD.—If—

(i) the Commissioner or the Treasury Inspector

General for Tax Administration prepares any report or

other matter for the Oversight Board in order to assist

the Board in carrying out its duties; and

(i1) the Commissioner or such Inspector General
determines it is necessary to include any return or re-
turn information in such report or other matter to en-
able the Board to carry out such duties, such return
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or return information (other than information regard-
ing taxpayer identity) may be disclosed to members,
employees, or detailees of the Board solely for the pur-
pose of carrying out such duties.

(1) DISCLOSURE TO FEDERAL OFFICERS OR EMPLOYEES FOR AD-
MINISTRATION OF FEDERAL LAWS NOT RELATING TO TAX ADMINIS-
TRATION.—

(1) DISCLOSURE OF RETURNS AND RETURN INFORMATION FOR

USE IN CRIMINAL INVESTIGATIONS.—

(A) IN GENERAL.—Except as provided in paragraph (6),
any return or return information with respect to any speci-
fied taxable period or periods shall, pursuant to and upon
the grant of an ex parte order by a Federal district court
judge or magistrate judge under subparagraph (B), be open
(but only to the extent necessary as provided in such
order) to inspection by, or disclosure to, officers and em-
ployees of any Federal agency who are personally and di-
rectly engaged in—

(1) preparation for any judicial or administrative
proceeding pertaining to the enforcement of a specifi-
cally designated Federal criminal statute (not involv-
ing tax administration) to which the United States or
such agency is or may be a party, or pertaining to the
case of a missing or exploited child,

(i) any investigation which may result in such a
proceeding, or

(iii) any Federal grand jury proceeding pertaining
to enforcement of such a criminal statute to which the
United States or such agency is or may be a party, or
to such a case of a missing or exploited child,

solely for the use of such officers and employees in such
preparation, investigation, or grand jury proceeding.

(B) APPLICATION FOR ORDER.—The Attorney General,
the Deputy Attorney General, the Associate Attorney Gen-
eral, any Assistant Attorney General, any United States
attorney, any special prosecutor appointed under section
593 of title 28, United States Code, or any attorney in
charge of a criminal division organized crime strike force
established pursuant to section 510 of title 28, United
States Code, may authorize an application to a Federal
district court judge or magistrate judge for the order re-
ferred to in subparagraph (A). Upon such application, such
judge or magistrate judge may grant such order if he de-
termines on the basis of the facts submitted by the appli-
cant that—

(1) there is reasonable cause to believe, based upon
information believed to be reliable, that a specific
criminal act has been committed,

(i) there is reasonable cause to believe that the
return or return information is or may be relevant to
a matter relating to the commission of such act, and

(iii) the return or return information is sought ex-
clusively for use in a Federal criminal investigation or
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proceeding concerning such act (or any criminal inves-

tigation or proceeding, in the case of a matter relating

to a missing or exploited child), and the information
sought to be disclosed cannot reasonably be obtained,
under the circumstances, from another source.

(C) DISCLOSURE TO STATE AND LOCAL LAW ENFORCE-
MENT AGENCIES IN THE CASE OF MATTERS PERTAINING TO A
MISSING OR EXPLOITED CHILD.—

(i) IN GENERAL.—In the case of an investigation
pertaining to a missing or exploited child, the head of
any Federal agency, or his designee, may disclose any
return or return information obtained under subpara-
graph (A) to officers and employees of any State or
local law enforcement agency, but only if—

(I) such State or local law enforcement agency
is part of a team with the Federal agency in such
investigation, and

(IT) such information is disclosed only to such
officers and employees who are personally and di-
rectly engaged in such investigation.

(ii) LIMITATION ON USE OF INFORMATION.—Infor-
mation disclosed under this subparagraph shall be
solely for the use of such officers and employees in lo-
cating the missing child, in a grand jury proceeding,
or in any preparation for, or investigation which may
result in, a judicial or administrative proceeding.

(iii) MISSING CHILD.—For purposes of this sub-
paragraph, the term “missing child” shall have the
meaning given such term by section 403 of the Missing
Children’s Assistance Act (42 U.S.C. 5772).

(iv) EXPLOITED CHILD.—For purposes of this sub-
paragraph, the term “exploited child” means a minor
with respect to whom there is reason to believe that
a specified offense against a minor (as defined by sec-
tion 111(7) of the Sex Offender Registration and Noti-
fication Act (42 U.S.C. 16911(7))) has or is occurring.

(2) DISCLOSURE OF RETURN INFORMATION OTHER THAN TAX-

PAYER RETURN INFORMATION FOR USE IN CRIMINAL INVESTIGA-
TIONS.—

(A) IN GENERAL.—Except as provided in paragraph (6),
upon receipt by the Secretary of a request which meets the
requirements of subparagraph (B) from the head of any
Federal agency or the Inspector General thereof, or, in the
case of the Department of Justice, the Attorney General,
the Deputy Attorney General, the Associate Attorney Gen-
eral, any Assistant Attorney General, the Director of the
Federal Bureau of Investigation, the Administrator of the
Drug Enforcement Administration, any United States at-
torney, any special prosecutor appointed under section 593
of title 28, United States Code, or any attorney in charge
of a criminal division organized crime strike force estab-
lished pursuant to section 510 of title 28, United States
Code, the Secretary shall disclose return information
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(other than taxpayer return information) to officers and
employees of such agency who are personally and directly
engaged in—

(i) preparation for any judicial or administrative
proceeding described in paragraph (1)(A)(),

(il) any investigation which may result in such a
proceeding, or

(iii) any grand jury proceeding described in para-
graph (1)(A)(T),

solely for the use of such officers and employees in such
preparation, investigation, or grand jury proceeding.

(B) REQUIREMENTS.—A request meets the require-
ments of this subparagraph if the request is in writing and
sets forth—

(i) the name and address of the taxpayer with re-
1spect to whom the requested return information re-
ates;

(i1) the taxable period or periods to which such re-
turn information relates;

(iii) the statutory authority under which the pro-
ceeding or investigation described in subparagraph (A)
is being conducted; and

(iv) the specific reason or reasons why such disclo-
sure is, or may be, relevant to such proceeding or in-
vestigation.

(C) TAXPAYER IDENTITY.—For purposes of this para-
graph, a taxpayer’s identity shall not be treated as tax-
payer return information.

(3) DISCLOSURE OF RETURN INFORMATION TO APPRISE AP-

PROPRIATE OFFICIALS OF CRIMINAL OR TERRORIST ACTIVITIES OR
EMERGENCY CIRCUMSTANCES.—

(A) POSSIBLE VIOLATIONS OF FEDERAL CRIMINAL LAW.—

(i) IN GENERAL.—Except as provided in paragraph
(6), the Secretary may disclose in writing return infor-
mation (other than taxpayer return information)
which may constitute evidence of a violation of any
Federal criminal law (not involving tax administra-
tion) to the extent necessary to apprise the head of the
appropriate Federal agency charged with the responsi-
bility of enforcing such law. The head of such agency
may disclose such return information to officers and
employees of such agency to the extent necessary to
enforce such law.

(ii)) TAXPAYER IDENTITY.—If there is return infor-
mation (other than taxpayer return information)
which may constitute evidence of a violation by any
taxpayer of any Federal criminal law (not involving
tax administration), such taxpayer’s identity may also
be disclosed under clause (i).

(B) EMERGENCY CIRCUMSTANCES.—

(i) DANGER OF DEATH OR PHYSICAL INJURY.—Under
circumstances involving an imminent danger of death
or physical injury to any individual, the Secretary may
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disclose return information to the extent necessary to
apprise appropriate officers or employees of any Fed-
eral or State law enforcement agency of such cir-
cumstances.

(i) FLIGHT FROM FEDERAL PROSECUTION.—Under
circumstances involving the imminent flight of any in-
dividual from Federal prosecution, the Secretary may
disclose return information to the extent necessary to
apprise appropriate officers or employees of any Fed-
eral law enforcement agency of such circumstances.
(C) TERRORIST ACTIVITIES, ETC..—

(i) IN GENERAL.—Except as provided in paragraph
(6), the Secretary may disclose in writing return infor-
mation (other than taxpayer return information) that
may be related to a terrorist incident, threat, or activ-
ity to the extent necessary to apprise the head of the
appropriate Federal law enforcement agency respon-
sible for investigating or responding to such terrorist
incident, threat, or activity. The head of the agency
may disclose such return information to officers and
employees of such agency to the extent necessary to
investigate or respond to such terrorist incident,
threat, or activity.

(i) DISCLOSURE TO THE DEPARTMENT OF JUS-
TICE.—Returns and taxpayer return information may
also be disclosed to the Attorney General under clause
(i) to the extent necessary for, and solely for use in
preparing, an application under paragraph (7)(D).

(iii)) TAXPAYER IDENTITY.—For purposes of this
subparagraph, a taxpayer’s identity shall not be treat-
ed as taxpayer return information.

(4) USE OF CERTAIN DISCLOSED RETURNS AND RETURN IN-
FORMATION IN JUDICIAL OR ADMINISTRATIVE PROCEEDINGS.—

(A) RETURNS AND TAXPAYER RETURN INFORMATION.—

Except as provided in subparagraph (C), any return or tax-
payer return information obtained under paragraph (1) or
(7)(C) may be disclosed in any judicial or administrative
proceeding pertaining to enforcement of a specifically des-
ignated Federal criminal statute or related civil forfeiture
(not involving tax administration) to which the United
States or a Federal agency is a party—

(i) if the court finds that such return or taxpayer
return information is probative of a matter in issue
relevant in establishing the commission of a crime or
the guilt or liability of a party, or

(i1) to the extent required by order of the court
pursuant to section 3500 of title 18, United States
Code, or rule 16 of the Federal Rules of Criminal Pro-
cedure.

(B) RETURN INFORMATION (OTHER THAN TAXPAYER RE-

TURN INFORMATION).—Except as provided in subparagraph
(C), any return information (other than taxpayer return in-
formation) obtained under paragraph (1), (2), (3)(A) or (C),
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or (7) may be disclosed in any judicial or administrative
proceeding pertaining to enforcement of a specifically des-
ignated Federal criminal statute or related civil forfeiture
(not involving tax administration) to which the United
States or a Federal agency is a party.

(C) CONFIDENTIAL INFORMANT; IMPAIRMENT OF INVES-
TIGATIONS.—No return or return information shall be ad-
mitted into evidence under subparagraph (A)(i) or (B) if
the Secretary determines and notifies the Attorney Gen-
eral or his delegate or the head of the Federal agency that
such admission would identify a confidential informant or
seriously impair a civil or criminal tax investigation.

(D) CONSIDERATION OF CONFIDENTIALITY POLICY.—In
ruling upon the admissibility of returns or return informa-
tion, and in the issuance of an order under subparagraph
(A)(11), the court shall give due consideration to congres-
sional policy favoring the confidentiality of returns and re-
turn information as set forth in this title.

(E) REVERSIBLE ERROR.—The admission into evidence
of any return or return information contrary to the provi-
sions of this paragraph shall not, as such, constitute re-
versible error upon appeal of a judgment in the proceeding.
(5) DISCLOSURE TO LOCATE FUGITIVES FROM JUSTICE.—

(A) IN GENERAL.—Except as provided in paragraph (6),
the return of an individual or return information with re-
spect to such individual shall, pursuant to and upon the
grant of an ex parte order by a Federal district court judge
or magistrate judge under subparagraph (B), be open (but
only to the extent necessary as provided in such order) to
inspection by, or disclosure to, officers and employees of
any Federal agency exclusively for use in locating such in-
dividual.

(B) APPLICATION FOR ORDER.—Any person described in
paragraph (1)(B) may authorize an application to a Fed-
eral district court judge or magistrate judge for an order
referred to in subparagraph (A). Upon such application,
such judge or magistrate judge may grant such order if he
determines on the basis of the facts submitted by the ap-
plicant that—

(i) a Federal arrest warrant relating to the com-
mission of a Federal felony offense has been issued for
an individual who is a fugitive from justice,

(i1) the return of such individual or return infor-
mation with respect to such individual is sought exclu-
sively for use in locating such individual, and

(iii) there is reasonable cause to believe that such
return or return information may be relevant in deter-
mining the location of such individual.

(6) CONFIDENTIAL INFORMANTS; IMPAIRMENT OF INVESTIGA-

TIONS.—The Secretary shall not disclose any return or return
information under paragraph (1), (2), (3)(A) or (C), (5), (7), or
(8) if the Secretary determines (and, in the case of a request
for disclosure pursuant to a court order described in paragraph
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(1)B) or (5)(B), certifies to the court) that such disclosure
would identify a confidential informant or seriously impair a
civil or criminal tax investigation.

(7) DISCLOSURE UPON REQUEST OF INFORMATION RELATING
TO TERRORIST ACTIVITIES, ETC..—

g:\VHLC\041218\041218.089.xm!
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(A) DISCLOSURE TO LAW ENFORCEMENT AGENCIES.—

(i) IN GENERAL.—Except as provided in paragraph
(6), upon receipt by the Secretary of a written request
which meets the requirements of clause (iii), the Sec-
retary may disclose return information (other than
taxpayer return information) to officers and employees
of any Federal law enforcement agency who are per-
sonally and directly engaged in the response to or in-
vestigation of any terrorist incident, threat, or activity.

(ii) DISCLOSURE TO STATE AND LOCAL LAW EN-
FORCEMENT AGENCIES.—The head of any Federal law
enforcement agency may disclose return information
obtained under clause (i) to officers and employees of
any State or local law enforcement agency but only if
such agency is part of a team with the Federal law en-
forcement agency in such response or investigation
and such information is disclosed only to officers and
employees who are personally and directly engaged in
such response or investigation.

(ii1) REQUIREMENTS.—A request meets the require-
ments of this clause if—

(I) the request is made by the head of any
Federal law enforcement agency (or his delegate)
involved in the response to or investigation of any
terrorist incident, threat, or activity, and

(IT) the request sets forth the specific reason
or reasons why such disclosure may be relevant to
a terrorist incident, threat, or activity.

(iv) LIMITATION ON USE OF INFORMATION.—Infor-
mation disclosed under this subparagraph shall be
solely for the use of the officers and employees to
whom such information is disclosed in such response
or investigation.

(v) TAXPAYER IDENTITY.—For purposes of this sub-
paragraph, a taxpayer’s identity shall not be treated
as taxpayer return information.

(B) DISCLOSURE TO INTELLIGENCE AGENCIES.—

(i) IN GENERAL.—Except as provided in paragraph
(6), upon receipt by the Secretary of a written request
which meets the requirements of clause (ii), the Sec-
retary may disclose return information (other than
taxpayer return information) to those officers and em-
ployees of the Department of Justice, the Department
of the Treasury, and other Federal intelligence agen-
cies who are personally and directly engaged in the
collection or analysis of intelligence and counterintel-
ligence information or investigation concerning any
terrorist incident, threat, or activity. For purposes of
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the preceding sentence, the information disclosed
under the preceding sentence shall be solely for the
use of such officers and employees in such investiga-
tion, collection, or analysis.

(i1) REQUIREMENTS.—A request meets the require-
ments of this subparagraph if the request—

(I) is made by an individual described in
clause (iii), and

(IT) sets forth the specific reason or reasons
why such disclosure may be relevant to a terrorist
incident, threat, or activity.

(iii)) REQUESTING INDIVIDUALS.—An individual de-
scribed in this subparagraph is an individual—

(I) who is an officer or employee of the De-
partment of Justice or the Department of the
Treasury who is appointed by the President with
the advice and consent of the Senate or who is the
Director of the United States Secret Service, and

(II) who is responsible for the collection and
analysis of intelligence and counterintelligence in-
formation concerning any terrorist incident,
threat, or activity.

(iv) TAXPAYER IDENTITY.—For purposes of this
subparagraph, a taxpayer’s identity shall not be treat-
ed as taxpayer return information.

(C) DISCLOSURE UNDER EX PARTE ORDERS.—

(i) IN GENERAL.—Except as provided in paragraph
(6), any return or return information with respect to
any specified taxable period or periods shall, pursuant
to and upon the grant of an ex parte order by a Fed-
eral district court judge or magistrate judge under
clause (ii), be open (but only to the extent necessary
as provided in such order) to inspection by, or disclo-
sure to, officers and employees of any Federal law en-
forcement agency or Federal intelligence agency who
are personally and directly engaged in any investiga-
tion, response to, or analysis of intelligence and coun-
terintelligence information concerning any terrorist in-
cident, threat, or activity. Return or return informa-
tion opened to inspection or disclosure pursuant to the
preceding sentence shall be solely for the use of such
officers and employees in the investigation, response,
or analysis, and in any judicial, administrative, or
grand jury proceedings, pertaining to such terrorist in-
cident, threat, or activity.

(i1) APPLICATION FOR ORDER.—The Attorney Gen-
eral, the Deputy Attorney General, the Associate At-
torney General, any Assistant Attorney General, or
any United States attorney may authorize an applica-
tion to a Federal district court judge or magistrate
judge for the order referred to in clause (i). Upon such
application, such judge or magistrate judge may grant
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such order if he determines on the basis of the facts

submitted by the applicant that—

(I) there is reasonable cause to believe, based
upon information believed to be reliable, that the
return or return information may be relevant to a
matter relating to such terrorist incident, threat,
or activity, and

(IT) the return or return information is sought
exclusively for use in a Federal investigation,
analysis, or proceeding concerning any terrorist
incident, threat, or activity.

S(D) SPECIAL RULE FOR EX PARTE DISCLOSURE BY THE
IRS.—
(1) IN GENERAL.—Except as provided in paragraph

(6), the Secretary may authorize an application to a

Federal district court judge or magistrate judge for the

order referred to in subparagraph (C)i). Upon such

application, such judge or magistrate judge may grant
such order if he determines on the basis of the facts
submitted by the applicant that the requirements of
subparagraph (C)(ii)(I) are met.

(ii) LIMITATION ON USE OF INFORMATION.—Infor-

mation disclosed under clause (1)—

(I) may be disclosed only to the extent nec-
essary to apprise the head of the appropriate Fed-
eral law enforcement agency responsible for inves-
tigating or responding to a terrorist incident,
threat, or activity, and

(IT) shall be solely for use in a Federal inves-
tigation, analysis, or proceeding concerning any
terrorist incident, threat, or activity.

The head of such Federal agency may disclose such in-

formation to officers and employees of such agency to

the extent necessary to investigate or respond to such
terrorist incident, threat, or activity.
(8) COMPTROLLER GENERAL.—

(A) RETURNS AVAILABLE FOR INSPECTION.—Except as
provided in subparagraph (C), upon written request by the
Comptroller General of the United States, returns and re-
turn information shall be open to inspection by, or disclo-
sure to, officers and employees of the Government Ac-
countability Office for the purpose of, and to the extent
necessary in, making—

(i) an audit of the Internal Revenue Service, the

Bureau of Alcohol, Tobacco, Firearms, and Explosives,

Department of Justice, or the Tax and Trade Bureau,

Department of the Treasury, which may be required

by section 713 of title 31, United States Code, or

(i1) any audit authorized by subsection (p)(6),
except that no such officer or employee shall, except to the
extent authorized by subsection (f) or (p)(6), disclose to any
person, other than another officer or employee of such of-
fice whose official duties require such disclosure, any re-
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turn or return information described in section 4424(a) in
a form which can be associated with, or otherwise identify,
directly or indirectly, a particular taxpayer, nor shall such
officer or employee disclose any other return or return in-
formation, except as otherwise expressly provided by law,
to any person other than such other officer or employee of
such office in a form which can be associated with, or oth-
erwise identify, directly or indirectly, a particular tax-
payer.
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(B) AUDITS OF OTHER AGENCIES.—

(i) IN GENERAL.—Nothing in this section shall pro-
hibit any return or return information obtained under
this title by any Federal agency (other than an agency
referred to in subparagraph (A)) or by a Trustee as de-
fined in the District of Columbia Retirement Protec-
tion Act of 1997, for use in any program or activity
from being open to inspection by, or disclosure to, offi-
cers and employees of the Government Accountability
Office if such inspection or disclosure is—

(I) for purposes of, and to the extent necessary
in, making an audit authorized by law of such
program or activity, and

(I) pursuant to a written request by the
Comptroller General of the United States to the
head of such Federal agency.

(ii) INFORMATION FROM SECRETARY.—If the Comp-
troller General of the United States determines that
the returns or return information available under
clause (i) are not sufficient for purposes of making an
audit of any program or activity of a Federal agency
(other than an agency referred to in subparagraph
(A)), upon written request by the Comptroller General
to the Secretary, returns and return information (of
the type authorized by subsection (1) or (m) to be made
available to the Federal agency for use in such pro-
gram or activity) shall be open to inspection by, or dis-
closure to, officers and employees of the Government
Accountability Office for the purpose of, and to the ex-
tent necessary in, making such audit.

(ii1) REQUIREMENT OF NOTIFICATION UPON COMPLE-
TION OF AUDIT.—Within 90 days after the completion
of an audit with respect to which returns or return in-
formation were opened to inspection or disclosed under
clause (i) or (ii), the Comptroller General of the United
States shall notify in writing the Joint Committee on
Taxation of such completion. Such notice shall in-
clude—

(I) a description of the use of the returns and
return information by the Federal agency in-
volved,

(IT) such recommendations with respect to the
use of returns and return information by such
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Federal agency as the Comptroller General deems

appropriate, and

(ITT) a statement on the impact of any such
recommendations on confidentiality of returns and
return information and the administration of this
title.

(iv) CERTAIN RESTRICTIONS MADE APPLICABLE.—
The restrictions contained in subparagraph (A) on the
disclosure of any returns or return information open to
inspection or disclosed under such subparagraph shall
also apply to returns and return information open to
inspection or disclosed under this subparagraph.

(C) DisaPPROVAL BY JOINT COMMITTEE ON TAX-

ATION.—Returns and return information shall not be open

to inspection or disclosed under subparagraph (A) or (B)

with respect to an audit—

(i) unless the Comptroller General of the United
States notifies in writing the Joint Committee on Tax-
ation of such audit, and

(i) if the Joint Committee on Taxation dis-
approves such audit by a vote of at least two-thirds of
its members within the 30-day period beginning on the
day the Joint Committee on Taxation receives such no-
tice.

(j) STATISTICAL USE.—
(1) DEPARTMENT OF COMMERCE.—Upon request in writing
by the Secretary of Commerce, the Secretary shall furnish—
(A) such returns, or return information reflected there-
on,o_l to officers and employees of the Bureau of the Census,
an
(B) such return information reflected on returns of cor-
porations to officers and employees of the Bureau of Eco-
nomic Analysis,
as the Secretary may prescribe by regulation for the purpose
of, but only to the extent necessary in, the structuring of cen-
suses and national economic accounts and conducting related
statistical activities authorized by law.

(2) FEDERAL TRADE COMMISSION.—Upon request in writing
by the Chairman of the Federal Trade Commission, the Sec-
retary shall furnish such return information reflected on any
return of a corporation with respect to the tax imposed by
chapter 1 to officers and employees of the Division of Financial
Statistics of the Bureau of Economics of such commission as
the Secretary may prescribe by regulation for the purpose of,
but only to the extent necessary in, administration by such di-
vision of legally authorized economic surveys of corporations.

(3) DEPARTMENT OF TREASURY.—Returns and return infor-
mation shall be open to inspection by or disclosure to officers
and employees of the Department of the Treasury whose offi-
cial duties require such inspection or disclosure for the purpose
of, but only to the extent necessary in, preparing economic or
financial forecasts, projections, analyses, and statistical studies
and conducting related activities. Such inspection or disclosure
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shall be permitted only upon written request which sets forth
the specific reason or reasons why such inspection or disclosure
is necessary and which is signed by the head of the bureau or
office of the Department of the Treasury requesting the inspec-
tion or disclosure.

(4) ANONYMOUS FORM.—No person who receives a return
or return information under this subsection shall disclose such
return or return information to any person other than the tax-
payer to whom it relates except in a form which cannot be as-
sociated with, or otherwise identify, directly or indirectly, a
particular taxpayer.

(5) DEPARTMENT OF AGRICULTURE.—Upon request in writ-
ing by the Secretary of Agriculture, the Secretary shall furnish
such returns, or return information reflected thereon, as the
Secretary may prescribe by regulation to officers and employ-
ees of the Department of Agriculture whose official duties re-
quire access to such returns or information for the purpose of,
but only to the extent necessary in, structuring, preparing, and
conducting the census of agriculture pursuant to the Census of
Agriculture Act of 1997 (Public Law 105-113).

(6) CONGRESSIONAL BUDGET OFFICE.—Upon written re-
quest by the Director of the Congressional Budget Office, the
Secretary shall furnish to officers and employees of the Con-
gressional Budget Office return information for the purpose of,
but only to the extent necessary for, long-term models of the
social security and medicare programs.

(k) DISCLOSURE OF CERTAIN RETURNS AND RETURN INFORMA-
TION FOR TAX ADMINISTRATION PURPOSES.—

(1) DISCLOSURE OF ACCEPTED OFFERS-IN-COMPROMISE.—Re-
turn information shall be disclosed to members of the general
public to the extent necessary to permit inspection of any ac-
cepted offer-in-compromise under section 7122 relating to the
liability for a tax imposed by this title.

(2) DISCLOSURE OF AMOUNT OF OUTSTANDING LIEN.—If a
notice of lien has been filed pursuant to section 6323(f), the
amount of the outstanding obligation secured by such lien may
be disclosed to any person who furnishes satisfactory written
evidence that he has a right in the property subject to such
lien or intends to obtain a right in such property.

(3) DISCLOSURE OF RETURN INFORMATION TO CORRECT
MISSTATEMENTS OF FACT.—The Secretary may, but only fol-
lowing approval by the Joint Committee on Taxation, disclose
such return information or any other information with respect
to any specific taxpayer to the extent necessary for tax admin-
istration purposes to correct a misstatement of fact published
or disclosed with respect to such taxpayer’s return or any
transaction of the taxpayer with the Internal Revenue Service.

(4) DISCLOSURE OF COMPETENT AUTHORITY UNDER INCOME
TAX CONVENTION.—A return or return information may be dis-
closed to a competent authority of a foreign government which
has an income tax or gift and estate tax convention, or other
convention or bilateral agreement relating to the exchange of
tax information, with the United States but only to the extent
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provided in, and subject to the terms and conditions of, such
convention or bilateral agreement.

(5) STATE AGENCIES REGULATING TAX RETURN PREPARERS.—
Taxpayer identity information with respect to any tax return
preparer, and information as to whether or not any penalty
has been assessed against such tax return preparer under sec-
tion 6694, 6695, or 7216, may be furnished to any agency,
body, or commission lawfully charged under any State or local
law with the licensing, registration, or regulation of tax return
preparers. Such information may be furnished only upon writ-
ten request by the head of such agency, body, or commission
designating the officers or employees to whom such informa-
tion is to be furnished. Information may be furnished and used
under this paragraph only for purposes of the licensing, reg-
istration, or regulation of tax return preparers.

(6) DISCLOSURE BY CERTAIN OFFICERS AND EMPLOYEES FOR
INVESTIGATIVE PURPOSES.—An internal revenue officer or em-
ployee and an officer or employee of the Office of Treasury In-
spector General for Tax Administration may, in connection
with his official duties relating to any audit, collection activity,
or civil or criminal tax investigation or any other offense under
the internal revenue laws, disclose return information to the
extent that such disclosure is necessary in obtaining informa-
tion, which is not otherwise reasonably available, with respect
to the correct determination of tax, liability for tax, or the
amount to be collected or with respect to the enforcement of
any other provision of this title. Such disclosures shall be made
only in such situations and under such conditions as the Sec-
retary may prescribe by regulation.

(7) DISCLOSURE OF EXCISE TAX REGISTRATION INFORMA-
TION.—To the extent the Secretary determines that disclosure
is necessary to permit the effective administration of subtitle
D, the Secretary may disclose—

(A) the name, address, and registration number of
each person who is registered under any provision of sub-
title D (and, in the case of a registered terminal operator,
th?i address of each terminal operated by such operator),
an

(B) the registration status of any person.

(8) LEVIES ON CERTAIN GOVERNMENT PAYMENTS.—

(A) DISCLOSURE OF RETURN INFORMATION IN LEVIES ON
FINANCIAL MANAGEMENT SERVICE.—In serving a notice of
levy, or release of such levy, with respect to any applicable
government payment, the Secretary may disclose to offi-
cers and employees of the Financial Management Serv-
ice—

(i) return information, including taxpayer identity
information,

(i1) the amount of any unpaid liability under this
title (including penalties and interest), and

(ii1) the type of tax and tax period to which such
unpaid liability relates.
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(B) RESTRICTION ON USE OF DISCLOSED INFORMA-
TION.—Return information disclosed under subparagraph
(A) may be used by officers and employees of the Financial
Management Service only for the purpose of, and to the ex-
tent necessary in, transferring levied funds in satisfaction
of the levy, maintaining appropriate agency records in re-
gard to such levy or the release thereof, notifying the tax-
payer and the agency certifying such payment that the
levy has been honored, or in the defense of any litigation
ensuing from the honor of such levy.

(C) APPLICABLE GOVERNMENT PAYMENT.—For purposes
of this paragraph, the term “applicable government pay-
ment” means—

(i) any Federal payment (other than a payment for
which eligibility is based on the income or assets (or
both) of a payee) certified to the Financial Manage-
ment Service for disbursement, and

(i1) any other payment which is certified to the Fi-
nancial Management Service for disbursement and
which the Secretary designates by published notice.

(9) DISCLOSURE OF INFORMATION TO ADMINISTER SECTION

6311.—The Secretary may disclose returns or return informa-
tion to financial institutions and others to the extent the Sec-
retary deems necessary for the administration of section 6311.
Disclosures of information for purposes other than to accept
payments by checks or money orders shall be made only to the
extent authorized by written procedures promulgated by the
Secretary.

(10) DISCLOSURE OF CERTAIN RETURNS AND RETURN INFOR-

MATION TO CERTAIN PRISON OFFICIALS.—

(A) IN GENERAL.—Under such procedures as the Sec-
retary may prescribe, the Secretary may disclose to officers
and employees of the Federal Bureau of Prisons and of any
State agency charged with the responsibility for adminis-
tration of prisons any returns or return information with
respect to individuals incarcerated in Federal or State
prison systems whom the Secretary has determined may
have filed or facilitated the filing of a false or fraudulent
return to the extent that the Secretary determines that
such disclosure is necessary to permit effective Federal tax
administration.

(B) DISCLOSURE TO CONTRACTOR-RUN PRISONS.—Under
such procedures as the Secretary may prescribe, the disclo-
sures authorized by subparagraph (A) may be made to con-
tractors responsible for the operation of a Federal or State
prison on behalf of such Bureau or agency.

(C) RESTRICTIONS ON USE OF DISCLOSED INFORMA-
TION.—Any return or return information received under
this paragraph shall be used only for the purposes of and
to the extent necessary in taking administrative action to
prevent the filing of false and fraudulent returns, includ-
ing administrative actions to address possible violations of
administrative rules and regulations of the prison facility
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and in administrative and judicial proceedings arising
from such administrative actions.

(D) RESTRICTIONS ON REDISCLOSURE AND DISCLOSURE
TO LEGAL REPRESENTATIVES.—Notwithstanding subsection
(h)—

(i) RESTRICTIONS ON REDISCLOSURE.—Except as
provided in clause (ii), any officer, employee, or con-
tractor of the Federal Bureau of Prisons or of any
State agency charged with the responsibility for ad-
ministration of prisons shall not disclose any informa-
tion obtained under this paragraph to any person
other than an officer or employee or contractor of such
Bureau or agency personally and directly engaged in
the administration of prison facilities on behalf of such
Bureau or agency.

(i) DISCLOSURE TO LEGAL REPRESENTATIVES.—The
returns and return information disclosed under this
paragraph may be disclosed to the duly authorized
legal representative of the Federal Bureau of Prisons,
State agency, or contractor charged with the responsi-
bility for administration of prisons, or of the incarcer-
ated individual accused of filing the false or fraudulent
return who is a party to an action or proceeding de-
scribed in subparagraph (C), solely in preparation for,
or for use in, such action or proceeding.

(11) DISCLOSURE OF RETURN INFORMATION TO DEPARTMENT

OF STATE FOR PURPOSES OF PASSPORT REVOCATION UNDER SEC-
TION 7345.—

(A) IN GENERAL.—The Secretary shall, upon receiving
a certification described in section 7345, disclose to the
Secretary of State return information with respect to a
taxpayer who has a seriously delinquent tax debt de-
scribed in such section. Such return information shall be
limited to—

(i) the taxpayer identity information with respect
to such taxpayer, and

deb (i1) the amount of such seriously delinquent tax

ebt.

(B) RESTRICTION ON DISCLOSURE.—Return information
disclosed under subparagraph (A) may be used by officers
and employees of the Department of State for the purposes
of, and to the extent necessary in, carrying out the require-
ments of section 32101 of the FAST Act.

(12) QUALIFIED TAX COLLECTION CONTRACTORS.—Persons

providing services pursuant to a qualified tax collection con-
tract under section 6306 may, if speaking to a person who has
identified himself or herself as having the name of the tax-
payer to which a tax receivable (within the meaning of such
section) relates, identify themselves as contractors of the Inter-
nal Revenue Service and disclose the business name of the con-
tractor, and the nature, subject, and reason for the contact.
Disclosures under this paragraph shall be made only in such
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situations and under such conditions as have been approved by
the Secretary.

(13) DISCLOSURE OF RETURN INFORMATION FOR PURPOSES
OF CYBERSECURITY AND THE PREVENTION OF IDENTITY THEFT
TAX REFUND FRAUD.—

(A) IN GENERAL.—Under such procedures and subject

to such conditions as the Secretary may prescribe, the Sec-
retary may disclose specified return information to specified
ISAC participants to the extent that the Secretary deter-
mines such disclosure is in furtherance of effective Federal
tax administration relating to the detection or prevention of
identity theft tax refund fraud, validation of taxpayer iden-
tity, authentication of taxpayer returns, or detection or pre-
vention of cybersecurity threats.

(B) SPECIFIED ISAC PARTICIPANTS.—For purposes of

this paragraph—

(1) IN GENERAL.—The term “specified ISAC partici-

pant” means—

(D) any person designated by the Secretary as
having primary responsibility for a function per-
formed with respect to the information sharing
and analysis center described in section 403(a) of
the 21st Century IRS Act, and

(I) any person subject to the requirements of
section 7216 and which is a participant in such in-
formation sharing and analysis center.

(ii) INFORMATION SHARING AGREEMENT.—Such

term shall not include any person unless such person
has entered into a written agreement with the Sec-
retary setting forth the terms and conditions for the
disclosure of information to such person under this
paragraph, including requirements regarding the pro-
tection and safeguarding of such information by such
person.

(C) SPECIFIED RETURN INFORMATION.—For purposes of

this paragraph, the term “specified return information”
means—
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(i) in the case of a return which is in connection

with a case of potential identity theft refund fraud—

(D) in the case of such return filed electroni-
cally, the internet protocol address, device identi-
fication, email domain name, speed of completion,
method of authentication, refund method, and
such other return information related to the elec-
tronic filing characteristics of such return as the
Secretary may identify for purposes of this sub-
clause, and

(ID in the case of such return prepared by a
tax return preparer, identifying information with
respect to such tax return preparer, including the
preparer taxpayer identification number and elec-
tronic filer identification number of such preparer,



G:\OFFICE\RAMSEYER\R15\RAM\H5445_RAM.XML H.L.C.

34

(ii) in the case of a return which is in connection
with a case of a identity theft refund fraud which has
been confirmed by the Secretary (pursuant to such pro-
cedures as the Secretary may provide), the information
referred to in subclauses (I) and (II) of clause (i), the
name and taxpayer identification number of the tax-
payer as it appears on the return, and any bank ac-
count and routing information provided for making a
refund in connection with such return, and

(iti) in the case of any cybersecurity threat to the
Internal Revenue Service, information similar to the
information described in subclauses (I) and (II) of
clause (i) with respect to such threat.

(D) RESTRICTION ON USE OF DISCLOSED INFORMA-

TION.—

(i) DESIGNATED THIRD PARTIES.—Any return infor-
mation received by a person described in subparagraph
(B)(W)(I) shall be used only for the purposes of and to
the extent necessary in—

(I) performing the function such person is des-
ignated to perform under such subparagraph,

(ID) facilitating disclosures authorized under
subparagraph (A) to persons described in subpara-
graph (B))ID), and

(I11) facilitating disclosures authorized under
subsection (d) to participants in such information
sharing and analysis center.

(it) RETURN PREPARERS.—Any return information
received by a person described in subparagraph
(B))(ID) shall be treated for purposes of section 7216
as information furnished to such person for, or in con-
nection with, the preparation of a return of the tax im-
posed under chapter 1.

(E) DATA PROTECTION AND SAFEGUARDS.—Return infor-

mation disclosed under this paragraph shall be subject to
such protections and safeguards as the Secretary may re-
quire in regulations or other guidance or in the written
agreement referred to in subparagraph (B)(ii). Such written
agreement shall include a requirement that any unauthor-
ized access to information disclosed under this paragraph,
and any breach of any system in which such information
is held, be reported to the Treasury Inspector General for

Tax Administration.

() D1SCLOSURE OF RETURNS AND RETURN INFORMATION FOR
PurPOSES OTHER THAN TAX ADMINISTRATION.—

(1) DISCLOSURE OF CERTAIN RETURNS AND RETURN INFOR-
MATION TO SOCIAL SECURITY ADMINISTRATION AND RAILROAD
RETIREMENT BOARD.—The Secretary may, upon written re-
quest, disclose returns and return information with respect

to—

(A) taxes imposed by chapters 2, 21, and 24, to the So-

cial Security Administration for purposes of its administra-
tion of the Social Security Act;
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(B) a plan to which part I of subchapter D of chapter
1 applies, to the Social Security Administration for pur-
poses of carrying out its responsibility under section 1131
of the Social Security Act, limited, however to return infor-
mation described in section 6057(d); and

(C) taxes imposed by chapter 22, to the Railroad Re-
tirement Board for purposes of its administration of the
Railroad Retirement Act.
(2) DISCLOSURE OF RETURNS AND RETURN INFORMATION TO

THE DEPARTMENT OF LABOR AND PENSION BENEFIT GUARANTY
CORPORATION.—The Secretary may, upon written request, fur-
nish returns and return information to the proper officers and
employees of the Department of Labor and the Pension Benefit
Guaranty Corporation for purposes of, but only to the extent
necessary in, the administration of titles I and IV of the Em-
ployee Retirement Income Security Act of 1974.

(3) DISCLOSURE THAT APPLICANT FOR FEDERAL LOAN HAS

TAX DELINQUENT ACCOUNT.—

(A) IN GENERAL.—Upon written request, the Secretary
may disclose to the head of the Federal agency admin-
istering any included Federal loan program whether or not
an applicant for a loan under such program has a tax de-
linquent account.

(B) RESTRICTION ON DISCLOSURE.—Any disclosure
under subparagraph (A) shall be made only for the pur-
pose of, and to the extent necessary in, determining the
creditworthiness of the applicant for the loan in question.

(C) INCLUDED FEDERAL LOAN PROGRAM DEFINED.—For
purposes of this paragraph, the term “included Federal
loan program” means any program under which the
United States or a Federal agency makes, guarantees, or
insures loans.

(4) DISCLOSURE OF RETURNS AND RETURN INFORMATION FOR

USE IN PERSONNEL OR CLAIMANT REPRESENTATIVE MATTERS.—
The Secretary may disclose returns and return information—

(A) upon written request—
(1) to an employee or former employee of the De-
partment of the Treasury, or to the duly authorized
legal representative of such employee or former em-
ployee, who is or may be a party to any administrative
action or proceeding affecting the personnel rights of
such employee or former employee; or
(i1) to any person, or to the duly authorized legal
representative of such person, whose rights are or may
be affected by an administrative action or proceeding
under section 330 of title 31, United States Code,
solely for use in the action or proceeding, or in preparation
for the action or proceeding, but only to the extent that the
Secretary determines that such returns or return informa-
tion is or may be relevant and material to the action or
proceeding; or

(B) to officers and employees of the Department of the
Treasury for use in any action or proceeding described in
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subparagraph (A), or in preparation for such action or pro-
ceeding, to the extent necessary to advance or protect the
interests of the United States.

(5) SOCIAL SECURITY ADMINISTRATION.—Upon written re-

quest by the Commissioner of Social Security, the Secretary
may disclose information returns filed pursuant to part IIT of
subchapter A of chapter 61 of this subtitle for the purpose of—

(A) carrying out, in accordance with an agreement en-
tered into pursuant to section 232 of the Social Security
Act, an effective return processing program; or

(B) providing information regarding the mortality sta-
tus of individuals for epidemiological and similar research
Rl accordance with section 1106(d) of the Social Security

ct.
(6) DISCLOSURE OF RETURN INFORMATION TO FEDERAL,

STATE, AND LOCAL CHILD SUPPORT ENFORCEMENT AGENCIES.—

(A) RETURN INFORMATION FROM INTERNAL REVENUE
SERVICE.—The Secretary may, upon written request, dis-
close to the appropriate Federal, State, or local child sup-
port enforcement agency—

(i) available return information from the master
files of the Internal Revenue Service relating to the so-
cial security account number (or numbers, if the indi-
vidual involved has more than one such number), ad-
dress, filing status, amounts and nature of income,
and the number of dependents reported on any return
filed by, or with respect to, any individual with respect
to whom child support obligations are sought to be es-
tablished or enforced pursuant to the provisions of
part D of title IV of the Social Security Act and with
respect to any individual to whom such support obliga-
tions are owing, and

(ii) available return information reflected on any
return filed by, or with respect to, any individual de-
scribed in clause (i) relating to the amount of such in-
dividual’s gross income (as defined in section 61) or
consisting of the names and addresses of payors of
such income and the names of any dependents re-
ported on such return, but only if such return informa-
tion is not reasonably available from any other source.
(B) DISCLOSURE TO CERTAIN AGENTS.—The following

information disclosed to any child support enforcement
agency under subparagraph (A) with respect to any indi-
vidual with respect to whom child support obligations are
sought to be established or enforced may be disclosed by
such agency to any agent of such agency which is under
contract with such agency to carry out the purposes de-
scribed in subparagraph (C):

(i) The address and social security account num-
ber (or numbers) of such individual.

(i1)) The amount of any reduction under section
6402(c) (relating to offset of past-due support against
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overpayments) in any overpayment otherwise payable

to such individual.

(C) RESTRICTION ON DISCLOSURE.—Information may be
disclosed under this paragraph only for purposes of, and to
the extent necessary in, establishing and collecting child
support obligations from, and locating, individuals owing
such obligations.

(7) Disclosure of return information to Federal, State, and

local agencies administering certain programs under the Social
Security Act, the Food and Nutrition Act of 2008 of 1977, or
title 38, United States Code, or certain housing assistance pro-
grams

(A) RETURN INFORMATION FROM SOCIAL SECURITY AD-
MINISTRATION.—The Commissioner of Social Security shall,
upon written request, disclose return information from re-
turns with respect to net earnings from self-employment
(as defined in section 1402), wages (as defined in section
3121(a) or 3401(a)), and payments of retirement income,
which have been disclosed to the Social Security Adminis-
tration as provided by paragraph (1) or (5) of this sub-
section, to any Federal, State, or local agency admin-
istering a program listed in subparagraph (D).

(B) RETURN INFORMATION FROM INTERNAL REVENUE
SERVICE.—The Secretary shall, upon written request, dis-
close current return information from returns with respect
to unearned income from the Internal Revenue Service
files to any Federal, State, or local agency administering
a program listed in subparagraph (D).

(C) RESTRICTION ON DISCLOSURE.—The Commissioner
of Social Security and the Secretary shall disclose return
information under subparagraphs (A) and (B) only for pur-
poses of, and to the extent necessary in, determining eligi-
bility for, or the correct amount of, benefits under a pro-
gram listed in subparagraph (D).

(D) PROGRAMS TO WHICH RULE APPLIES.—The pro-
grams to which this paragraph applies are:

(i) a State program funded under part A of title IV
of the Social Security Act;

(i1) medical assistance provided under a State plan
approved under title XIX of the Social Security Act or
subsidies provided under section 1860D-14 of such Act;

(iii) supplemental security income benefits pro-
vided under title XVI of the Social Security Act, and
federally administered supplementary payments of the
type described in section 1616(a) of such Act (including
payments pursuant to an agreement entered into
under section 212(a) of Public Law 93-66);

(iv) any benefits provided under a State plan ap-
proved under title I, X, XIV, or XVI of the Social Secu-
rity Act (as those titles apply to Puerto Rico, Guam,
and the Virgin Islands);

(v) unemployment compensation provided under a
State law described in section 3304 of this title;
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(vi) assistance provided under the Food and Nutri-
tion Act of 2008;

(vii) State-administered supplementary payments
of the type described in section 1616(a) of the Social
Security Act (including payments pursuant to an
agreement entered into under section 212(a) of Public
Law 93-66);

(viii)(I) any needs-based pension provided under
chapter 15 of title 38, United States Code, or under
any other law administered by the Secretary of Vet-
erans Affairs;

(II) parents’ dependency and indemnity com-
pensation provided under section 1315 of title 38,
United States Code;

(ITI) health-care services furnished under sec-
tions 1710(a)(2)(G), 1710(a)(3), and 1710(b) of such
title; and

(IV) compensation paid under chapter 11 of
title 38, United States Code, at the 100 percent
rate based solely on unemployability and without
regard to the fact that the disability or disabilities
are not rated as 100 percent disabling under the
rating schedule; and
(ix) any housing assistance program administered

by the Department of Housing and Urban Develop-
ment that involves initial and periodic review of an
applicant’s or participant’s income, except that return
information may be disclosed under this clause only on
written request by the Secretary of Housing and
Urban Development and only for use by officers and
employees of the Department of Housing and Urban
Development with respect to applicants for and par-
ticipants in such programs.

Only return information from returns with respect to net

earnings from self-employment and wages may be dis-

closed under this paragraph for use with respect to any

program described in clause (viii)(IV).

(8) DISCLOSURE OF CERTAIN RETURN INFORMATION BY SO-

CIAL SECURITY ADMINISTRATION TO FEDERAL, STATE, AND
LOCAL CHILD SUPPORT ENFORCEMENT AGENCIES.—

(A) IN GENERAL.—Upon written request, the Commis-
sioner of Social Security shall disclose directly to officers
and employees of a Federal or State or local child support
enforcement agency return information from returns with
respect to social security account numbers, net earnings
from self-employment (as defined in section 1402), wages
(as defined in section 3121(a) or 3401(a)), and payments of
retirement income which have been disclosed to the Social
Security Administration as provided by paragraph (1) or
(5) of this subsection.

(B) RESTRICTION ON DISCLOSURE.—The Commissioner
of Social Security shall disclose return information under
subparagraph (A) only for purposes of, and to the extent
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necessary in, establishing and collecting child support obli-

gations from, and locating, individuals owing such obliga-

tions. For purposes of the preceding sentence, the term

“child support obligations” only includes obligations which

are being enforced pursuant to a plan described in section

454 of the Social Security Act which has been approved by

the Secretary of Health and Human Services under part D

of title IV of such Act.

(C) STATE OR LOCAL CHILD SUPPORT ENFORCEMENT
AGENCY.—For purposes of this paragraph, the term “State
or local child support enforcement agency” means any
agency of a State or political subdivision thereof operating
pursuant to a plan described in subparagraph (B).

(9) DISCLOSURE OF ALCOHOL FUEL PRODUCERS TO ADMINIS-
TRATORS OF STATE ALCOHOL LAWS.—Notwithstanding any other
provision of this section, the Secretary may disclose—

(A) the name and address of any person who is quali-
fied to produce alcohol for fuel use under section 5181, and

(B) the location of any premises to be used by such
person in producing alcohol for fuel,

to any State agency, body, or commission, or its legal rep-
resentative, which 1s charged under the laws of such State
with responsibility for administration of State alcohol laws
solely for use in the administration of such laws.

(10) DISCLOSURE OF CERTAIN INFORMATION TO AGENCIES
REQUESTING A REDUCTION UNDER SUBSECTION (C), (D), (E), OR (F)
OF SECTION 6402.—

(A) RETURN INFORMATION FROM INTERNAL REVENUE
SERVICE.—The Secretary may, upon receiving a written re-
quest, disclose to officers and employees of any agency
seeking a reduction under subsection (c), (d), (e), or (f) of
section 6402, to officers and employees of the Department
of Labor for purposes of facilitating the exchange of data
in connection with a request made under subsection (f)(5)
of section 6402, and to officers and employees of the De-
partment of the Treasury in connection with such reduc-
tion—

(i) taxpayer identity information with respect to
the taxpayer against whom such a reduction was
made or not made and with respect to any other per-
son filing a joint return with such taxpayer,

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

(ii1) the amount of such reduction,

d(iv) whether such taxpayer filed a joint return,
an

(v) the fact that a payment was made (and the
amount of the payment) to the spouse of the taxpayer
on the basis of a joint return.

(B)(1) Restriction on use of disclosed information

Any officers and employees of an agency receiving re-
turn information under subparagraph (A) shall use such

g:\VHLC\041218\041218.089.xm!
April 12, 2018 (11:25 a.m.)



G:\OFFICE\RAMSEYER\R15\RAM\H5445_RAM.XML H.L.C.

40

information only for the purposes of, and to the extent nec-
essary in, establishing appropriate agency records, locating
any person with respect to whom a reduction under sub-
section (c), (d), (e), or (f) of section 6402 is sought for pur-
poses of collecting the debt with respect to which the re-
duction is sought, or in the defense of any litigation or ad-
ministrative procedure ensuing from a reduction made
under subsection (c¢), (d), (e), or (f) of section 6402 and to
officers and employees of the Department of the Treasury
in connection with such reduction.

(ii) Notwithstanding clause (i), return information
disclosed to officers and employees of the Department
of Labor may be accessed by agents who maintain and
provide technological support to the Department of La-
bor’s Interstate Connection Network (ICON) solely for
the purpose of providing such maintenance and sup-
port.

(11) DISCLOSURE OF RETURN INFORMATION TO CARRY OUT

FEDERAL EMPLOYEES' RETIREMENT SYSTEM.—

(A) IN GENERAL.—The Commissioner of Social Security
shall, on written request, disclose to the Office of Per-
sonnel Management return information from returns with
respect to net earnings from self-employment (as defined
in section 1402), wages (as defined in section 3121(a) or
3401(a)), and payments of retirement income, which have
been disclosed to the Social Security Administration as
provided by paragraph (1) or (5).

(B) RESTRICTION ON DISCLOSURE.—The Commissioner
of Social Security shall disclose return information under
subparagraph (A) only for purposes of, and to the extent
necessary in, the administration of chapters 83 and 84 of
title 5, United States Code.

(12) DISCLOSURE OF CERTAIN TAXPAYER IDENTITY INFORMA-

TION FOR VERIFICATION OF EMPLOYMENT STATUS OF MEDICARE
BENEFICIARY AND SPOUSE OF MEDICARE BENEFICIARY.—

(A) RETURN INFORMATION FROM INTERNAL REVENUE
SERVICE.—The Secretary shall, upon written request from
the Commissioner of Social Security, disclose to the Com-
missioner available filing status and taxpayer identity in-
formation from the individual master files of the Internal
Revenue Service relating to whether any medicare bene-
ficiary identified by the Commissioner was a married indi-
vidual (as defined in section 7703) for any specified year
after 1986, and, if so, the name of the spouse of such indi-
vidual and such spouse’s TIN.

(B) RETURN INFORMATION FROM SOCIAL SECURITY AD-
MINISTRATION.—The Commissioner of Social Security shall,
upon written request from the Administrator of the Cen-
ters for Medicare & Medicaid Services, disclose to the Ad-
ministrator the following information:

(1) The name and TIN of each medicare bene-
ficiary who is identified as having received wages (as
defined in section 3401(a)), above an amount (if any)

9:\VHLC\041218\041218.089.xml

April 12, 2018 (11:25 a.m.)



G:\OFFICE\RAMSEYER\R15\RAM\H5445_RAM.XML H.L.C.

41

specified by the Secretary of Health and Human Serv-
ices, from a qualified employer in a previous year.

(i1) For each medicare beneficiary who was identi-
fied as married under subparagraph (A) and whose
spouse is identified as having received wages, above
an amount (if any) specified by the Secretary of Health
and Human Services, from a qualified employer in a
previous year—

(I) the name and TIN of the medicare bene-
ficiary, and
(IT) the name and TIN of the spouse.

(iii) With respect to each such qualified employer,
the name, address, and TIN of the employer and the
number of individuals with respect to whom written
statements were furnished under section 6051 by the
employer with respect to such previous year.

(C) DISCLOSURE BY CENTERS FOR MEDICARE & MED-

ICAID SERVICES.—With respect to the information disclosed
under subparagraph (B), the Administrator of the Centers
for Medicare & Medicaid Services may disclose—
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(i) to the qualified employer referred to in such
subparagraph the name and TIN of each individual
identified under such subparagraph as having received
wages from the employer (hereinafter in this subpara-
graph referred to as the “employee”) for purposes of
determining during what period such employee or the
employee’s spouse may be (or have been) covered
under a group health plan of the employer and what
benefits are or were covered under the plan (including
tllle name, address, and identifying number of the
plan),

(i) to any group health plan which provides or
provided coverage to such an employee or spouse, the
name of such employee and the employee’s spouse (if
the spouse is a medicare beneficiary) and the name
and address of the employer, and, for the purpose of
presenting a claim to the plan—

(I) the TIN of such employee if benefits were
paid under title XVIII of the Social Security Act
with respect to the employee during a period in
which the plan was a primary plan (as defined in
section 1862(b)(2)(A) of the Social Security Act),
and

(IT) the TIN of such spouse if benefits were
paid under such title with respect to the spouse
during such period, and
(ii1) to any agent of such Administrator the infor-

mation referred to in subparagraph (B) for purposes of
carrying out clauses (i) and (ii) on behalf of such Ad-
ministrator.

(D) SPECIAL RULES.—

(i) RESTRICTIONS ON DISCLOSURE.—Information
may be disclosed under this paragraph only for pur-
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poses of, and to the extent necessary in, determining

the extent to which any medicare beneficiary is cov-

ered under any group health plan.

(il) TIMELY RESPONSE TO REQUESTS.—Any request
made under subparagraph (A) or (B) shall be complied
with as soon as possible but in no event later than 120
days after the date the request was made.

(E) DeFINITIONS.—For purposes of this paragraph—

(i) MEDICARE BENEFICIARY.—The term “medicare
beneficiary” means an individual entitled to benefits
under part A, or enrolled under part B, of title XVIII
of the Social Security Act, but does not include such
an individual enrolled in part A under section 1818.

(i1) GROUP HEALTH PLAN.—The term “group health
plan” means any group health plan (as defined in sec-
tion 5000(b)(1)).

(ii1) QUALIFIED EMPLOYER.—The term “qualified
employer” means, for a calendar year, an employer
which has furnished written statements under section
6051 with respect to at least 20 individuals for wages
paid in the year.

(13) DISCLOSURE OF RETURN INFORMATION TO CARRY OUT
INCOME CONTINGENT REPAYMENT OF STUDENT LOANS.—

(A) IN GENERAL.—The Secretary may, upon written re-
quest from the Secretary of Education, disclose to officers
and employees of the Department of Education return in-
formation with respect to a taxpayer who has received an
applicable student loan and whose loan repayment
amounts are based in whole or in part on the taxpayer’s
income. Such return information shall be limited to—

(i) taxpayer identity information with respect to
such taxpayer,

(i1) the filing status of such taxpayer, and

(iii) the adjusted gross income of such taxpayer.
(B) RESTRICTION ON USE OF DISCLOSED INFORMA-

TION.—Return information disclosed under subparagraph
(A) may be used by officers and employees of the Depart-
ment of Education only for the purposes of, and to the ex-
tent necessary in, establishing the appropriate income con-
tingent repayment amount for an applicable student loan.

(C) APPLICABLE STUDENT LOAN.—For purposes of this
paragraph, the term “applicable student loan” means—

(1) any loan made under the program authorized
under part D of title IV of the Higher Education Act
of 1965, and

(i1) any loan made under part B or E of title IV
of the Higher Education Act of 1965 which is in de-
fault and has been assigned to the Department of
Education.

(D) TERMINATION.—This paragraph shall not apply to
any request made after December 31, 2007.

(14) DISCLOSURE OF RETURN INFORMATION TO UNITED
STATES CUSTOMS SERVICE.—The Secretary may, upon written
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request from the Commissioner of the United States Customs
Service, disclose to officers and employees of the Department
of the Treasury such return information with respect to taxes
imposed by chapters 1 and 6 as the Secretary may prescribe
by regulations, solely for the purpose of, and only to the extent
necessary in—

(A) ascertaining the correctness of any entry in audits
as provided for in section 509 of the Tariff Act of 1930 (19
U.S.C. 1509), or

(B) other actions to recover any loss of revenue, or to
collect duties, taxes, and fees, determined to be due and
owing pursuant to such audits.
(15) DISCLOSURE OF RETURNS FILED UNDER SECTION

6050].—The Secretary may, upon written request, disclose to of-
ficers and employees of—

(A) any Federal agency,

(B) any agency of a State or local government, or

(C) any agency of the government of a foreign country,
information contained on returns filed under section 60501.
Any such disclosure shall be made on the same basis, and
subject to the same conditions, as apply to disclosures of
information on reports filed under section 5313 of title 31,
United States Code; except that no disclosure under this
paragraph shall be made for purposes of the administra-
tion of any tax law.
(16) DISCLOSURE OF RETURN INFORMATION FOR PURPOSES

OF ADMINISTERING THE DISTRICT OF COLUMBIA RETIREMENT
PROTECTION ACT OF 1997.—

(A) IN GENERAL.—Upon written request available re-
turn information (including such information disclosed to
the Social Security Administration under paragraph (1) or
(5) of this subsection), relating to the amount of wage in-
come (as defined in section 3121(a) or 3401(a)), the name,
address, and identifying number assigned under section
6109, of payors of wage income, taxpayer identity (as de-
fined in subsection 6103 (b)(6)), and the occupational sta-
tus reflected on any return filed by, or with respect to, any
individual with respect to whom eligibility for, or the cor-
rect amount of, benefits under the District of Columbia Re-
tirement Protection Act of 1997, is sought to be deter-
mined, shall be disclosed by the Commissioner of Social
Security, or to the extent not available from the Social Se-
curity Administration, by the Secretary, to any duly au-
thorized officer or employee of the Department of the
Treasury, or a Trustee or any designated officer or em-
ployee of a Trustee (as defined in the District of Columbia
Retirement Protection Act of 1997), or any actuary en-
gaged by a Trustee under the terms of the District of Co-
lumbia Retirement Protection Act of 1997, whose official
duties require such disclosure, solely for the purpose of,
and to the extent necessary in, determining an individual’s
eligibility for, or the correct amount of, benefits under the
District of Columbia Retirement Protection Act of 1997.
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(B) DISCLOSURE FOR USE IN JUDICIAL OR ADMINISTRA-
TIVE PROCEEDINGS.—Return information disclosed to any
person under this paragraph may be disclosed in a judicial
or administrative proceeding relating to the determination
of an individual’s eligibility for, or the correct amount of,
benefits under the District of Columbia Retirement Protec-
tion Act of 1997.

(17) DISCLOSURE TO NATIONAL ARCHIVES AND RECORDS AD-
MINISTRATION.—The Secretary shall, upon written request from
the Archivist of the United States, disclose or authorize the
disclosure of returns and return information to officers and em-
ployees of the National Archives and Records Administration
for purposes of, and only to the extent necessary in, the ap-
praisal of records for destruction or retention. No such officer
or employee shall, except to the extent authorized by sub-
section (f), (1)(8), or (p), disclose any return or return informa-
tion disclosed under the preceding sentence to any person
other than to the Secretary, or to another officer or employee
of the National Archives and Records Administration whose of-
ficial duties require such disclosure for purposes of such ap-
praisal.

(18) DISCLOSURE OF RETURN INFORMATION FOR PURPOSES
OF CARRYING OUT A PROGRAM FOR ADVANCE PAYMENT OF CREDIT
FOR HEALTH INSURANCE COSTS OF ELIGIBLE INDIVIDUALS.—The
Secretary may disclose to providers of health insurance for any
certified individual (as defined in section 7527(c)) return infor-
mation with respect to such certified individual only to the ex-
tent necessary to carry out the program established by section
7527 (relating to advance payment of credit for health insur-
ance costs of eligible individuals).

(19) DISCLOSURE OF RETURN INFORMATION FOR PURPOSES
OF PROVIDING TRANSITIONAL ASSISTANCE UNDER MEDICARE DIS-
COUNT CARD PROGRAM.—

(A) IN GENERAL.—The Secretary, upon written request
from the Secretary of Health and Human Services pursu-
ant to carrying out section 1860D-31 of the Social Security
Act, shall disclose to officers, employees, and contractors of
the Department of Health and Human Services with re-
spect to a taxpayer for the applicable year—

(i)I) whether the adjusted gross income, as modi-
fied in accordance with specifications of the Secretary
of Health and Human Services for purposes of car-
rying out such section, of such taxpayer and, if appli-
cable, such taxpayer’s spouse, for the applicable year,
exceeds the amounts specified by the Secretary of
Health and Human Services in order to apply the 100
and 135 percent of the poverty lines under such sec-
tion, (II) whether the return was a joint return, and
(ITT) the applicable year, or

(i1) if applicable, the fact that there is no return
filed for such taxpayer for the applicable year.

(B) DEFINITION OF APPLICABLE YEAR.—For the pur-
poses of this subsection, the term “applicable year” means
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the most recent taxable year for which information is
available in the Internal Revenue Service’s taxpayer data
information systems, or, if there is no return filed for such
taxpayer for such year, the prior taxable year.

(C) RESTRICTION ON USE OF DISCLOSED INFORMA-
TION.—Return information disclosed under this paragraph
may be used only for the purposes of determining eligi-
bility for and administering transitional assistance under
section 1860D-31 of the Social Security Act.

(20) DISCLOSURE OF RETURN INFORMATION TO CARRY OUT

MEDICARE PART B PREMIUM SUBSIDY ADJUSTMENT AND PART D
BASE BENEFICIARY PREMIUM INCREASE.—

(A) IN GENERAL.—The Secretary shall, upon written
request from the Commissioner of Social Security, disclose
to officers, employees, and contractors of the Social Secu-
rity Administration return information of a taxpayer
whose premium (according to the records of the Secretary)
may be subject to adjustment under section 1839(i) or in-
crease under section 1860D-13(a)(7) of the Social Security
Act. Such return information shall be limited to—

(i) taxpayer identity information with respect to
such taxpayer,

(i1) the filing status of such taxpayer,

(iii) the adjusted gross income of such taxpayer,

(iv) the amounts excluded from such taxpayer’s
gross income under sections 135 and 911 to the extent
such information is available,

(v) the interest received or accrued during the tax-
able year which is exempt from the tax imposed by
chapter 1 to the extent such information is available,

(vi) the amounts excluded from such taxpayer’s
gross income by sections 931 and 933 to the extent
such information is available,

(vii) such other information relating to the liabil-
ity of the taxpayer as is prescribed by the Secretary by
regulation as might indicate in the case of a taxpayer
who is an individual described in subsection
(1)(4)(B)(iii) of section 1839 of the Social Security Act
that the amount of the premium of the taxpayer under
such section may be subject to adjustment under sub-
section (i) of such section or increase under section
1860D-13(a)(7) of such Act and the amount of such ad-
justment, and

(viii) the taxable year with respect to which the
preceding information relates.

(B) RESTRICTION ON USE OF DISCLOSED INFORMA-
TION.—

(1) IN GENERAL.—Return information disclosed
under subparagraph (A) may be used by officers, em-
ployees, and contractors of the Social Security Admin-
istration only for the purposes of, and to the extent
necessary in, establishing the appropriate amount of
any premium adjustment under such section 1839(i) or
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increase under such section 1860D-13(a)(7) or for the
purpose of resolving taxpayer appeals with respect to
any such premium adjustment or increase.

(ii) DISCLOSURE TO OTHER AGENCIES.—Officers,
employees, and contractors of the Social Security Ad-
ministration may disclose—

(I) the taxpayer identity information and the
amount of the premium subsidy adjustment or
premium increase with respect to a taxpayer de-
scribed in subparagraph (A) to officers, employees,
and contractors of the Centers for Medicare and
Medicaid Services, to the extent that such disclo-
sure is necessary for the collection of the premium
subsidy amount or the increased premium
amount,

(IT) the taxpayer identity information and the
amount of the premium subsidy adjustment or the
increased premium amount with respect to a tax-
payer described in subparagraph (A) to officers
and employees of the Office of Personnel Manage-
ment and the Railroad Retirement Board, to the
extent that such disclosure is necessary for the
collection of the premium subsidy amount or the
increased premium amount,

(IIT) return information with respect to a tax-
payer described in subparagraph (A) to officers
and employees of the Department of Health and
Human Services to the extent necessary to resolve
administrative appeals of such premium subsidy
adjustment or increased premium, and

(IV) return information with respect to a tax-
payer described in subparagraph (A) to officers
and employees of the Department of Justice for
use in judicial proceedings to the extent necessary
to carry out the purposes described in clause (i).

(21) DISCLOSURE OF RETURN INFORMATION TO CARRY OUT

ELIGIBILITY REQUIREMENTS FOR CERTAIN PROGRAMS.—

(A) IN GENERAL.—The Secretary, upon written request
from the Secretary of Health and Human Services, shall
disclose to officers, employees, and contractors of the De-
partment of Health and Human Services return informa-
tion of any taxpayer whose income is relevant in deter-
mining any premium tax credit under section 36B or any
cost-sharing reduction under section 1402 of the Patient
Protection and Affordable Care Act or eligibility for partici-
pation in a State medicaid program under title XIX of the
Social Security Act, a State’s children’s health insurance
program under title XXI of the Social Security Act, or a
basic health program under section 1331 of Patient Protec-
tion and Affordable Care Act. Such return information
shall be limited to—

(i) taxpayer identity information with respect to
such taxpayer,
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(i1) the filing status of such taxpayer,

(iii) the number of individuals for whom a deduc-
tion is allowed under section 151 with respect to the
taxpayer (including the taxpayer and the taxpayer’s
spouse),

(iv) the modified adjusted gross income (as defined
in section 36B) of such taxpayer and each of the other
individuals included under clause (iii) who are re-
quired to file a return of tax imposed by chapter 1 for
the taxable year,

(v) such other information as is prescribed by the
Secretary by regulation as might indicate whether the
taxpayer is eligible for such credit or reduction (and
the amount thereof), and

(vi) the taxable year with respect to which the
preceding information relates or, if applicable, the fact
that such information is not available.

(B) INFORMATION TO KEXCHANGE AND STATE AGEN-
CIES.—The Secretary of Health and Human Services may
disclose to an Exchange established under the Patient Pro-
tection and Affordable Care Act or its contractors, or to a
State agency administering a State program described in
subparagraph (A) or its contractors, any inconsistency be-
tween the information provided by the Exchange or State
agency to the Secretary and the information provided to
the Secretary under subparagraph (A).

(C) RESTRICTION ON USE OF DISCLOSED INFORMA-
TION.—Return information disclosed under subparagraph
(A) or (B) may be used by officers, employees, and contrac-
tors of the Department of Health and Human Services, an
Exchange, or a State agency only for the purposes of, and
to the extent necessary in—

(i) establishing eligibility for participation in the
Exchange, and verifying the appropriate amount of,
any credit or reduction described in subparagraph (A),

(i) determining eligibility for participation in the
State programs described in subparagraph (A).

(22) DISCLOSURE OF RETURN INFORMATION TO DEPARTMENT

OF HEALTH AND HUMAN SERVICES FOR PURPOSES OF ENHANC-
ING MEDICARE PROGRAM INTEGRITY.—

(A) IN GENERAL.—The Secretary shall, upon written
request from the Secretary of Health and Human Services,
disclose to officers and employees of the Department of
Health and Human Services return information with re-
spect to a taxpayer who has applied to enroll, or reenroll,
as a provider of services or supplier under the Medicare
program under title XVIII of the Social Security Act. Such
return information shall be limited to—

(i) the taxpayer identity information with respect
to such taxpayer;

(i1) the amount of the delinquent tax debt owed by
that taxpayer; and
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(ii1) the taxable year to which the delinquent tax
debt pertains.

(B) RESTRICTION ON DISCLOSURE.—Return information
disclosed under subparagraph (A) may be used by officers
and employees of the Department of Health and Human
Services for the purposes of, and to the extent necessary
in, establishing the taxpayer’s eligibility for enrollment or
reenrollment in the Medicare program, or in any adminis-
trative or judicial proceeding relating to, or arising from,
a denial of such enrollment or reenrollment, or in deter-
mining the level of enhanced oversight to be applied with
respect to such taxpayer pursuant to section 1866(j)(3) of
the Social Security Act.

(C) DELINQUENT TAX DEBT.—For purposes of this para-
graph, the term “delinquent tax debt” means an out-
standing debt under this title for which a notice of lien has
been filed pursuant to section 6323, but the term does not
include a debt that is being paid in a timely manner pur-
suant to an agreement under section 6159 or 7122, or a
debt with respect to which a collection due process hearing
under section 6330 is requested, pending, or completed and
no payment is required.

(m) DISCLOSURE OF TAXPAYER IDENTITY INFORMATION.—

(1) TaAx REFUNDS.—The Secretary may disclose taxpayer
identity information to the press and other media for purposes
of notifying persons entitled to tax refunds when the Secretary,
after reasonable effort and lapse of time, has been unable to
locate such persons.

(2) FEDERAL CLAIMS.—

(A) IN GENERAL.—Except as provided in subparagraph
(B), the Secretary may, upon written request, disclose the
mailing address of a taxpayer for use by officers, employ-
ees, or agents of a Federal agency for purposes of locating
such taxpayer to collect or compromise a Federal claim
against the taxpayer in accordance with sections 3711,
3717, and 3718 of title 31.

(B) SPECIAL RULE FOR CONSUMER REPORTING AGEN-
cY.—In the case of an agent of a Federal agency which is
a consumer reporting agency (within the meaning of sec-
tion 603(f) of the Fair Credit Reporting Act (15 U.S.C.
1681a(f))), the mailing address of a taxpayer may be dis-
closed to such agent under subparagraph (A) only for the
purpose of allowing such agent to prepare a commercial
credit report on the taxpayer for use by such Federal agen-
cy in accordance with sections 3711, 3717, and 3718 of title
31.

(3) NATIONAL INSTITUTE FOR OCCUPATIONAL SAFETY AND
HeALTH.—Upon written request, the Secretary may disclose
the mailing address of taxpayers to officers and employees of
the National Institute for Occupational Safety and Health sole-
ly for the purpose of locating individuals who are, or may have
been, exposed to occupational hazards in order to determine
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the status of their health or to inform them of the possible
need for medical care and treatment.

(4) INDIVIDUALS WHO OWE AN OVERPAYMENT OF FEDERAL

PELL GRANTS OR WHO HAVE DEFAULTED ON STUDENT LOANS AD-
MINISTERED BY THE DEPARTMENT OF EDUCATION.—

(A) IN GENERAL.—Upon written request by the Sec-
retary of Education, the Secretary may disclose the mail-
ing address of any taxpayer—

(i) who owes an overpayment of a grant awarded
to such taxpayer under subpart 1 of part A of title IV
of the Higher Education Act of 1965, or

(i1) who has defaulted on a loan—

(I) made under part B, D, or E of title IV of
the Higher Education Act of 1965, or
(I) made pursuant to section 3(a)(1) of the
Migration and Refugee Assistance Act of 1962 to
a student at an institution of higher education,
for use only by officers, employees, or agents of the Depart-
ment of Education for purposes of locating such taxpayer
for purposes of collecting such overpayment or loan.

(B) DISCLOSURE TO EDUCATIONAL INSTITUTIONS, ETC..—
Any mailing address disclosed under subparagraph (A)(i)
may be disclosed by the Secretary of Education to—

(i) any lender, or any State or nonprofit guarantee
agency, which is participating under part B or D of
title IV of the Higher Education Act of 1965, or

(ii) any educational institution with which the
Secretary of Education has an agreement under sub-
part 1 of part A, or part D or E, of title IV of such Act,

for use only by officers, employees, or agents of such lend-
er, guarantee agency, or institution whose duties relate to
the collection of student loans for purposes of locating indi-
viduals who have defaulted on student loans made under
such loan programs for purposes of collecting such loans.
(5) INDIVIDUALS WHO HAVE DEFAULTED ON STUDENT LOANS

ADMINISTERED BY THE DEPARTMENT OF HEALTH AND HUMAN
SERVICES.—

(A) IN GENERAL.—Upon written request by the Sec-
retary of Health and Human Services, the Secretary may
disclose the mailing address of any taxpayer who has de-
faulted on a loan made under part C of title VII of the
Public Health Service Act or under subpart II of part B of
title VIII of such Act, for use only by officers, employees,
or agents of the Department of Health and Human Serv-
ices for purposes of locating such taxpayer for purposes of
collecting such loan.

(B) DISCLOSURE TO SCHOOLS AND ELIGIBLE LENDERS.—
Any mailing address disclosed under subparagraph (A)
may be disclosed by the Secretary of Health and Human
Services to—

(i) any school with which the Secretary of Health
and Human Services has an agreement under subpart

IT of part C of title VII of the Public Health Service
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Act or subpart II of part B of title VIII of such Act,
or
(i1) any eligible lender (within the meaning of sec-

tion 737(4) of such Act) participating under subpart I

of part C of title VII of such Act,
for use only by officers, employees, or agents of such school
or eligible lender whose duties relate to the collection of
student loans for purposes of locating individuals who have
defaulted on student loans made under such subparts for
the purposes of collecting such loans.

(6) BLoOD DONOR LOCATOR SERVICE.—

(A) IN GENERAL.—Upon written request pursuant to
section 1141 of the Social Security Act, the Secretary shall
disclose the mailing address of taxpayers to officers and
employees of the Blood Donor Locator Service in the De-
partment of Health and Human Services.

(B) RESTRICTION ON DISCLOSURE.—The Secretary shall
disclose return information under subparagraph (A) only
for purposes of, and to the extent necessary in, assisting
under the Blood Donor Locator Service authorized persons
(as defined in section 1141(h)(1) of the Social Security Act)
in locating blood donors who, as indicated by donated blood
or products derived therefrom or by the history of the sub-
sequent use of such blood or blood products, have or may
have the virus for acquired immune deficiency syndrome,
in order to inform such donors of the possible need for
medical care and treatment.

(C) SAFEGUARDS.—The Secretary shall destroy all re-
lated blood donor records (as defined in section 1141(h)(2)
of the Social Security Act) in the possession of the Depart-
ment of the Treasury upon completion of their use in mak-
ing the disclosure required under subparagraph (A), so as
to make such records undisclosable.

(7) SOCIAL SECURITY ACCOUNT STATEMENT FURNISHED BY

SOCIAL SECURITY ADMINISTRATION.—Upon written request by
the Commissioner of Social Security, the Secretary may dis-
close the mailing address of any taxpayer who is entitled to re-
ceive a social security account statement pursuant to section

1143(c) of the Social Security Act, for use only by officers, em-

ployees or agents of the Social Security Administration for pur-

poses of mailing such statement to such taxpayer.

(n) CERTAIN OTHER PERSONS.—Pursuant to regulations pre-
scribed by the Secretary, returns and return information may be
disclosed to any person, including any person described in section
7513(a), to the extent necessary in connection with the processing,
storage, transmission, and reproduction of such returns and return
information, the programming, maintenance, repair, testing, and
procurement of equipment, and the providing of other services, for
purposes of tax administration.

(o) DISCLOSURE OF RETURNS AND RETURN INFORMATION WITH
RESPECT TO CERTAIN TAXES.—

(1) TAXES IMPOSED BY SUBTITLE E.—
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(A) IN GENERAL.—Returns and return information
with respect to taxes imposed by subtitle E (relating to
taxes on alcohol, tobacco, and firearms) shall be open to in-
spection by or disclosure to officers and employees of a
Federal agency whose official duties require such inspec-
tion or disclosure.

(B) USE IN CERTAIN PROCEEDINGS.—Returns and re-
turn information disclosed to a Federal agency under sub-
paragraph (A) may be used in an action or proceeding (or
in preparation for such action or proceeding) brought
under section 625 of the American Jobs Creation Act of
2004 for the collection of any unpaid assessment or penalty
arising under such Act.

(2) TAXES IMPOSED BY CHAPTER 35.—Returns and return in-
formation with respect to taxes imposed by chapter 35 (relating
to taxes on wagering) shall, notwithstanding any other provi-
sion of this section, be open to inspection by or disclosure only
to such person or persons and for such purpose or purposes as
are prescribed by section 4424.

(p) PROCEDURE AND RECORDKEEPING.—

(1) MANNER, TIME, AND PLACE OF INSPECTIONS.—Requests
for the inspection or disclosure of a return or return informa-
tion and such inspection or disclosure shall be made in such
manner and at such time and place as shall be prescribed by
the Secretary.

(2) PROCEDURE.—

(A) REPRODUCTION OF RETURNS.—A reproduction or
certified reproduction of a return shall, upon written re-
quest, be furnished to any person to whom disclosure or in-
spection of such return is authorized under this section. A
reasonable fee may be prescribed for furnishing such re-
production or certified reproduction.

(B) DISCLOSURE OF RETURN INFORMATION.—Return in-
formation disclosed to any person under the provisions of
this title may be provided in the form of written docu-
ments, reproductions of such documents, films or
photoimpressions, or electronically produced tapes, disks,
or records, or by any other mode or means which the Sec-
retary determines necessary or appropriate. A reasonable
fee may be prescribed for furnishing such return informa-
tion.

(C) USE OF REPRODUCTIONS.—Any reproduction of any
return, document, or other matter made in accordance
with this paragraph shall have the same legal status as
the original, and any such reproduction shall, if properly
authenticated, be admissible in evidence in any judicial or
administrative proceeding as if it were the original, wheth-
er or not the original is in existence.

(3) RECORDS OF INSPECTION AND DISCLOSURE.—

(A) SYSTEM OF RECORDKEEPING.—Except as otherwise
provided by this paragraph, the Secretary shall maintain
a permanent system of standardized records or account-
ings of all requests for inspection or disclosure of returns
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and return information (including the reasons for and
dates of such requests) and of returns and return informa-
tion inspected or disclosed under this section and section
6104(c). Notwithstanding the provisions of section 552a(c)
of title 5, United States Code, the Secretary shall not be
required to maintain a record or accounting of requests for
inspection or disclosure of returns and return information,
or of returns and return information inspected or dis-
closed, under the authority of subsections (c), (e), (f)(5),
(h)(1), (3)(A), or (4), (i)(4), or (8)(A)Gi),(k)(1), (2),(6), (8), or
(9), (D), (4)B), (5), (1), (8), (9), (10), (11), (12), (13), (14),
(15), (16), (17), or (18), (m), or (n). The records or account-
ings required to be maintained under this paragraph shall
be available for examination by the Joint Committee on
Taxation or the Chief of Staff of such joint committee.
Such record or accounting shall also be available for exam-
ination by such person or persons as may be, but only to
the extent, authorized to make such examination under
section 552a(c)(3) of title 5, United States Code.

(B) REPORT BY THE SECRETARY.—The Secretary shall,
within 90 days after the close of each calendar year, fur-
nish to the Joint Committee on Taxation a report with re-
spect to, or summary of, the records or accountings de-
scribed in subparagraph (A) in such form and containing
such information as such joint committee or the Chief of
Staff of such joint committee may designate. Such report
or summary shall not, however, include a record or ac-
counting of any request by the President under subsection
(g) for, or the disclosure in response to such request of, any
return or return information with respect to any individual
who, at the time of such request, was an officer or em-
ployee of the executive branch of the Federal Government.
Such report or summary, or any part thereof, may be dis-
closed by such joint committee to such persons and for
such purposes as the joint committee may, by record vote
of a majority of the members of the joint committee, deter-
mine.

(C) PUBLIC REPORT ON DISCLOSURES.—The Secretary
shall, within 90 days after the close of each calendar year,
furnish to the Joint Committee on Taxation for disclosure
to the public a report with respect to the records or ac-
countings described in subparagraph (A) which—

(i) provides with respect to each Federal agency,
each agency, body, or commission described in sub-
section (d), (1)(3)B)1) or (7)(A){i), or (1)(6), and the
Government Accountability Office the number of—

(I) requests for disclosure of returns and re-
turn information,

(IT) instances in which returns and return in-
formation were disclosed pursuant to such re-
quests or otherwise,
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(III) taxpayers whose returns, or return infor-
mation with respect to whom, were disclosed pur-
suant to such requests, and
(i1) describes the general purposes for which such

requests were made,
(4) SAFEGUARDS.—Any Federal agency described in sub-

section (h)(2), (h)(5), (i)(1), (2), (3), (5), or (7), (j)(1), (2), or (5),
(kX(8), (10), or (11), (1)(1), (2), (3), (5), (10), (11), (13), (14), (17),
or (22) or (0)(1)(A), the Government Accountability Office, the
Congressional Budget Office, or any agency, body, or commis-
sion described in subsection (d), ()(1)(C), (3)(B)@1), or 7(A)(ii), or
(k)(10), ()(6), (7), (8), (9), (12), (15), or (16), any appropriate
State officer (as defined in section 6104(c)), or any other person
described in subsection (k)(10), subsection (1)(10), (16), (18),
(19), or (20), or any entity described in subsection (1)(21), shall,
as a condition for receiving returns or return information—

(A) establish and maintain, to the satisfaction of the
Secretary, a permanent system of standardized records
with respect to any request, the reason for such request,
and the date of such request made by or of it and any dis-
closure of return or return information made by or to it;

(B) establish and maintain, to the satisfaction of the
Secretary, a secure area or place in which such returns or
return information shall be stored;

(C) restrict, to the satisfaction of the Secretary, access
to the returns or return information only to persons whose
duties or responsibilities require access and to whom dis-
closure may be made under the provisions of this title;

(D) provide such other safeguards which the Secretary
determines (and which he prescribes in regulations) to be
necessary or appropriate to protect the confidentiality of
the returns or return information;

(E) furnish a report to the Secretary, at such time and
containing such information as the Secretary may pre-
scribe, which describes the procedures established and uti-
lized by such agency, body, or commission, the Govern-
ment Accountability Office, or the Congressional Budget
Office for ensuring the confidentiality of returns and re-
turn information required by this paragraph; and

(F) upon completion of use of such returns or return
information—

(i) in the case of an agency, body, or commission

described in subsection (d), (1)(3)(B)(1), (k)(10), or (1)(6),

(7), (8), (9), or (16), any appropriate State officer (as

defined in section 6104(c)), or any other person de-

scribed in subsection (k)(10) or subsection (1)(10), (16),

(18), (19), or (20) return to the Secretary such returns

or return information (along with any copies made

therefrom) or make such returns or return information
undisclosable in any manner and furnish a written re-
port to the Secretary describing such manner,

(i1) in the case of an agency described in sub-

sections (h)(2), (h)(5), (i)(1), (2), (3), (5) or (7), ()(1), (2),
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or (5), (k)(8), (10), or (11), ()(1), (2), (3), (5), (10), (11),
(12), (13), (14), (15), (17), or (22), or (0)(1)(A) or any en-
tity described in subsection (1)(21),,, the Government
Accountability Office, or the Congressional Budget Of-
fice, either—

(I) return to the Secretary such returns or re-
turn information (along with any copies made
therefrom),

(IT) otherwise make such returns or return in-
formation undisclosable, or

(ITI) to the extent not so returned or made
undisclosable, ensure that the conditions of sub-
paragraphs (A), (B), (C), (D), and (E) of this para-
graph continue to be met with respect to such re-
turns or return information, and
(iii) in the case of the Department of Health and

Human Services for purposes of subsection (m)(6), de-
stroy all such return information upon completion of
its use in providing the notification for which the in-
formation was obtained, so as to make such informa-
tion undisclosable;
except that the conditions of subparagraphs (A), (B), (C), (D),
and (E) shall cease to apply with respect to any return or re-
turn information if, and to the extent that, such return or re-
turn information is disclosed in the course of any judicial or
administrative proceeding and made a part of the public record
thereof. If the Secretary determines that any such agency,
body, or commission, including an agency, an appropriate State
officer (as defined in section 6104(c)), or any other person de-
scribed in subsection (k)(10) or subsection (1)(10), (16), (18),
(19), or (20) or any entity described in subsection (1)(21),, or the
Government Accountability Office or the Congressional Budget
Office, has failed to, or does not, meet the requirements of this
paragraph, he may, after any proceedings for review estab-
lished under paragraph (7), take such actions as are necessary
to ensure such requirements are met, including refusing to dis-
close returns or return information to such agency, body, or
commission, including an agency, an appropriate State officer
(as defined in section 6104(c)), or any other person described
in subsection (k)(10) or subsection (I)(10), (16), (18), (19), or
(20) or any entity described in subsection (1)(21),, or the Gov-
ernment Accountability Office or the Congressional Budget Of-
fice, until he determines that such requirements have been or
will be met. In the case of any agency which receives any mail-
ing address under paragraph (2), (4), (6), or (7) of subsection
(m) and which discloses any such mailing address to any agent
or which receives any information under paragraph (6)(A), (10),
(12)(B), or (16) of subsection (1) and which discloses any such
information to any agent, or any person including an agent de-
scribed in subsection (1)(10) or (16), this paragraph shall apply
to such agency and each such agent or other person (except
that, in the case of an agent, or any person including an agent
described in subsection (1)(10) or (16), any report to the Sec-
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retary or other action with respect to the Secretary shall be

made or taken through such agency). For purposes of applying

this paragraph in any case to which subsection (m)(6) applies,

the term “return information” includes related blood donor

X}C(;rds (as defined in section 1141(h)(2) of the Social Security
ct).

(5) REPORT ON PROCEDURES AND SAFEGUARDS.—After the
close of each calendar year, the Secretary shall furnish to each
committee described in subsection (f)(1) a report which de-
scribes the procedures and safeguards established and utilized
by such agencies, bodies, or commissions, the Government Ac-
countability Office, and the Congressional Budget Office for en-
suring the confidentiality of returns and return information as
required by this subsection. Such report shall also describe in-
stances of deficiencies in, and failure to establish or utilize,
such procedures.

(6) AUDIT OF PROCEDURES AND SAFEGUARDS.—

(A) AupiT BY COMPTROLLER GENERAL.—The Comp-
troller General may audit the procedures and safeguards
established by such agencies, bodies, or commissions and
the Congressional Budget Office pursuant to this sub-
section to determine whether such safeguards and proce-
dures meet the requirements of this subsection and ensure
the confidentiality of returns and return information. The
Comptroller General shall notify the Secretary before any
such audit is conducted.

(B) RECORDS OF INSPECTION AND REPORTS BY THE
COMPTROLLER GENERAL.—The Comptroller General shall—

(i) maintain a permanent system of standardized
records and accountings of returns and return infor-
mation inspected by officers and employees of the Gov-
ernment Accountability Office wunder subsection

(1)(8)(A)(11) and shall, within 90 days after the close of

each calendar year, furnish to the Secretary a report

with respect to, or summary of, such records or ac-
countings in such form and containing such informa-
tion as the Secretary may prescribe, and

(i1) furnish an annual report to each committee
described in subsection (f) and to the Secretary setting
forth his findings with respect to any audit conducted

pursuant to subparagraph (A).

The Secretary may disclose to the Joint Committee any re-

port furnished to him under clause (i).

(7) ADMINISTRATIVE REVIEW.—The Secretary shall by regu-
lations prescribe procedures which provide for administrative
review of any determination under paragraph (4) that any
agency, body, or commission described in subsection (d) has
failed to meet the requirements of such paragraph.

(8) STATE LAW REQUIREMENTS.—

(A) SAFEGUARDS.—Notwithstanding any other provi-
sion of this section, no return or return information shall
be disclosed after December 31, 1978, to any officer or em-
ployee of any State which requires a taxpayer to attach to,
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or include in, any State tax return a copy of any portion
of his Federal return, or information reflected on such Fed-
eral return, unless such State adopts provisions of law
which protect the confidentiality of the copy of the Federal
return (or portion thereof) attached to, or the Federal re-
turn information reflected on, such State tax return.

(B) DISCLOSURE OF RETURNS OR RETURN INFORMATION
IN STATE RETURNS.—Nothing in subparagraph (A) or para-
graph (9) shall be construed to prohibit the disclosure by
an officer or employee of any State of any copy of any por-
tion of a Federal return or any information on a Federal
return which is required to be attached or included in a
State return to another officer or employee of such State
(or political subdivision of such State) if such disclosure is
specifically authorized by State law.

(9) DISCLOSURE TO CONTRACTORS AND OTHER AGENTS.—
Notwithstanding any other provision of this section, no return
or return information shall be disclosed to any contractor or
other agent of a Federal, State, or local agency unless such
agency, to the satisfaction of the Secretary—

(A) has requirements in effect which require each such
contractor or other agent which would have access to re-
turns or return information to provide safeguards (within
the meaning of paragraph (4)) to protect the confidentiality
of such returns or return information,

(B) agrees to conduct an on-site review every 3 years (or
a mid-point review in the case of contracts or agreements
of less than 3 years in duration) of each contractor or other
agent to determine compliance with such requirements,

(C) submits the findings of the most recent review con-
ducted under subparagraph (B) to the Secretary as part of
the report required by paragraph (4)(E), and

(D) certifies to the Secretary for the most recent annual
period that such contractor or other agent is in compliance
with all such requirements.

The certification required by subparagraph (D) shall include
the name and address of each contractor and other agent, a de-
scription of the contract or agreement with such contractor or
other agent, and the duration of such contract or agreement.
The requirements of this paragraph shall not apply to disclo-
sures pursuant to subsection (n) for purposes of Federal tax ad-
ministration.
(q) REGULATIONS.—The Secretary is authorized to prescribe
such other regulations as are necessary to carry out the provisions
of this section.

* * *k & * * *k

CHAPTER 64—COLLECTION

* * *k & * * *k
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Subchapter B—Receipt of Payment

* * *k & * * *k

SEC. 6311. PAYMENT OF TAX BY COMMERCIALLY ACCEPTABLE MEANS.

(a) AUTHORITY TO RECEIVE.—It shall be lawful for the Sec-
retary to receive for internal revenue taxes (or in payment for in-
ternal revenue stamps) any commercially acceptable means that
the Secretary deems appropriate to the extent and under the condi-
tions provided in regulations prescribed by the Secretary.

(b) ULTIMATE LIABILITY.—If a check, money order, or other
method of payment, including payment by credit card, debit card,
or charge card so received is not duly paid, or is paid and subse-
quently charged back to the Secretary, the person by whom such
check, or money order, or other method of payment has been ten-
dered shall remain liable for the payment of the tax or for the
stamps, and for all legal penalties and additions, to the same ex-
tent as if such check, money order, or other method of payment had
not been tendered.

(¢) L1ABILITY OF BANKS AND OTHERS.—If any certified, treas-
urer’s, or cashier’s check (or other guaranteed draft), or any money
order, or any other means of payment that has been guaranteed by
a financial institution (such as a credit card, debit card, or charge
card transaction which has been guaranteed expressly by a finan-
cial institution) so received is not duly paid, the United States
shall, in addition to its right to exact payment from the party origi-
nally indebted therefor, have a lien for—

(1) the amount of such check (or draft) upon all assets of
the financial institution on which drawn,

(2) the amount of such money order upon all the assets of
the issuer thereof, or

(3) the guaranteed amount of any other transaction upon
all the assets of the institution making such guarantee,

and such amount shall be paid out of such assets in preference to
any other claims whatsoever against such financial institution,
issuer, or guaranteeing institution, except the necessary costs and
expenses of administration and the reimbursement of the United
States for the amount expended in the redemption of the circu-
lating notes of such financial institution.

(d) PAYMENT BY OTHER MEANS.—

(1) AUTHORITY TO PRESCRIBE REGULATIONS.—The Secretary
shall prescribe such regulations as the Secretary deems nec-
essary to receive payment by commercially acceptable means,
including regulations that—

(A) specify which methods of payment by commercially
acceptable means will be acceptable,

(B) specify when payment by such means will be con-
sidered received,

(C) identify types of nontax matters related to pay-
ment by such means that are to be resolved by persons ul-
timately liable for payment and financial intermediaries,
without the involvement of the Secretary, and
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(D) ensure that tax matters will be resolved by the
Secretary, without the involvement of financial inter-
mediaries.

(2) AUTHORITY TO ENTER INTO CONTRACTS.—Notwith-
standing section 3718(f) of title 31, United States Code, the
Secretary is authorized to enter into contracts to obtain serv-
ices related to receiving payment by other means where cost
beneficial to the Government. The Secretary may not pay any
fee or provide any other consideration under any such contract
for the use of credit, debit, or charge cards for the payment of
taxes imposed by subtitle A. The preceding sentence shall not
apply to the extent that the Secretary ensures that any such fee
or other consideration is fully recouped by the Secretary in the
form of fees paid to the Secretary by persons paying taxes im-
posed under subtitle A with credit, debit, or charge cards pur-
suant to such contract. Notwithstanding the preceding sentence,
the Secretary shall seek to minimize the amount of any fee or
other consideration that the Secretary pays under any such con-
tract.

(3) SPECIAL PROVISIONS FOR USE OF CREDIT CARDS.—If use
of credit cards is accepted as a method of payment of taxes
pursuant to subsection (a)—

(A) a payment of internal revenue taxes (or a payment
for internal revenue stamps) by a person by use of a credit
card shall not be subject to section 161 of the Truth in
Lending Act (15 U.S.C. 1666), or to any similar provisions
of State law, if the error alleged by the person is an error
relating to the underlying tax liability, rather than an
error relating to the credit card account such as a com-
putational error or numerical transposition in the credit
card transaction or an issue as to whether the person au-
thorized payment by use of the credit card,

(B) a payment of internal revenue taxes (or a payment
for internal revenue stamps) shall not be subject to section
170 of the Truth in Lending Act (15 U.S.C. 1666i), or to
any similar provisions of State law,

(C) a payment of internal revenue taxes (or a payment
for internal revenue stamps) by a person by use of a debit
card shall not be subject to section 908 of the Electronic
Fund Transfer Act (15 U.S.C. 1693f), or to any similar pro-
visions of State law, if the error alleged by the person is
an error relating to the underlying tax liability, rather
than an error relating to the debit card account such as a
computational error or numerical transposition in the
debit card transaction or an issue as to whether the person
authorized payment by use of the debit card,

(D) the term “creditor” under section 103(f) of the
Truth in Lending Act (15 U.S.C. 1602(f)) shall not include
the Secretary with respect to credit card transactions in
payment of internal revenue taxes (or payment for internal
revenue stamps), and

(E) notwithstanding any other provision of law to the
contrary, in the case of payment made by credit card or
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debit card transaction of an amount owed to a person as
the result of the correction of an error under section 161
of the Truth in Lending Act (15 U.S.C. 1666) or section
908 of the Electronic Fund Transfer Act (15 U.S.C. 1693f),
the Secretary is authorized to provide such amount to such
person as a credit to that person’s credit card or debit card
account through the applicable credit card or debit card
system.

(e) CONFIDENTIALITY OF INFORMATION.—

(1) IN GENERAL.—Except as otherwise authorized by this

subsection, no person may use or disclose any information re-
lating to credit or debit card transactions obtained pursuant to
section 6103(k)(9) other than for purposes directly related to
the processing of such transactions, or the billing or collection
of amounts charged or debited pursuant thereto.

(2) EXCEPTIONS.—

(A) Debit or credit card issuers or others acting on be-
half of such issuers may also use and disclose such infor-
mation for purposes directly related to servicing an issuer’s
accounts.

(B) Debit or credit card issuers or others directly in-
volved in the processing of credit or debit card transactions
or the billing or collection of amounts charged or debited
thereto may also use and disclose such information for
purposes directly related to—

(i) statistical risk and profitability assessment;

(i) transferring receivables, accounts, or interest
therein;

(iii) auditing the account information;

(iv) complying with Federal, State, or local law;
and

(v) properly authorized civil, criminal, or regu-
latory investigation by Federal, State, or local authori-
ties.

(3) PROCEDURES.—Use and disclosure of information under

this paragraph shall be made only to the extent authorized by
written procedures promulgated by the Secretary.

(4) CROSS REFERENCE.—For provision providing for civil

damages for violation of paragraph (1), see section 7431.

* * & * * * *

CHAPTER 75—CRIMES, OTHER OFFENSES, AND

FORFEITURES

* * & & * * &

Subchapter A—Crimes

* * k & * * k
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PART I—GENERAL PROVISIONS
* * * * * * *

SEC. 7213. UNAUTHORIZED DISCLOSURE OF INFORMATION.
(a) RETURNS AND RETURN INFORMATION.—

(1) FEDERAL EMPLOYEES AND OTHER PERSONS.—It shall be
unlawful for any officer or employee of the United States or
any person described in section 6103(n) (or an officer or em-
ployee of any such person), or any former officer or employee,
willfully to disclose to any person, except as authorized in this
title, any return or return information (as defined in section
6103(b)). Any violation of this paragraph shall be a felony pun-
ishable upon conviction by a fine in any amount not exceeding
$5,000, or imprisonment of not more than 5 years, or both, to-
gether with the costs of prosecution, and if such offense is com-
mitted by any officer or employee of the United States, he
shall, in addition to any other punishment, be dismissed from
office or discharged from employment upon conviction for such
offense.

(2) STATE AND OTHER EMPLOYEES.—It shall be unlawful for
any person (not described in paragraph (1)) willfully to disclose
to any person, except as authorized in this title, any return or
return information (as defined in section 6103(b)) acquired by
him or another person under subsection (d), (i)(1)(C), (3)(B){),
or (7)(A)ii), (k)(10) or (13), (1)(6), (7), (8), (9), (10), (12), (15),
(16), (19), (20), or (21) or (mM)(2), (4), (5), (6), or (7) of section
6103 or under section 6104(c). Any violation of this paragraph
shall be a felony punishable by a fine in any amount not ex-
ceeding $5,000, or imprisonment of not more than 5 years, or
both, together with the costs of prosecution.

(3) OTHER PERSONS.—It shall be unlawful for any person
to whom any return or return information (as defined in sec-
tion 6103(b)) is disclosed in a manner unauthorized by this
title thereafter willfully to print or publish in any manner not
provided by law any such return or return information. Any
violation of this paragraph shall be a felony punishable by a
fine in any amount not exceeding $5,000, or imprisonment of
not more than 5 years, or both, together with the costs of pros-
ecution.

(4) SOLICITATION.—It shall be unlawful for any person will-
fully to offer any item of material value in exchange for any
return or return information (as defined in section 6103(b)) and
to receive as a result of such solicitation any such return or re-
turn information. Any violation of this paragraph shall be a
felony punishable by a fine in any amount not exceeding
$5,000, or imprisonment of not more than 5 years, or both, to-
gether with the costs of prosecution.

(5) SHAREHOLDERS.—It shall be unlawful for any person to
whom a return or return information (as defined in section
6103(b)) is disclosed pursuant to the provisions of section
6103(e)(1)(D)(iii) willfully to disclose such return or return in-
formation in any manner not provided by law. Any violation of
this paragraph shall be a felony punishable by a fine in any
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amount not to exceed $5,000, or imprisonment of not more

than 5 years, or both, together with the costs of prosecution.

(b) DISCLOSURE OF OPERATIONS OF MANUFACTURER OR PRO-
DUCER.—Any officer or employee of the United States who divulges
or makes known in any manner whatever not provided by law to
any person the operations, style of work, or apparatus of any man-
ufacturer or producer visited by him in the discharge of his official
duties shall be guilty of a misdemeanor and, upon conviction there-
of, shall be fined not more than $1,000, or imprisoned not more
than 1 year, or both, together with the costs of prosecution; and the
offender shall be dismissed from office or discharged from employ-
ment.

(c) DISCLOSURES BY CERTAIN DELEGATES OF SECRETARY.—AIl
provisions of law relating to the disclosure of information, and all
provisions of law relating to penalties for unauthorized disclosure
of information, which are applicable in respect of any function
under this title when performed by an officer or employee of the
Treasury Department are likewise applicable in respect of such
function when performed by any person who is a “delegate” within
the meaning of section 7701(a)(12)(B).

(d) DISCLOSURE OF SOFTWARE.—Any person who willfully di-
vulges or makes known software (as defined in section 7612(d)(1))
to any person in violation of section 7612 shall be guilty of a felony
and, upon conviction thereof, shall be fined not more than $5,000,
or imprisoned not more than 5 years, or both, together with the
costs of prosecution.

(e) CROSS REFERENCES.—

(1) PENALTIES FOR DISCLOSURE OF INFORMATION BY PRE-

PARERS OF RETURNS.—For penalty for disclosure or use of infor-

mation by preparers of returns, see section 7216.

(2) PENALTIES FOR DISCLOSURE OF CONFIDENTIAL INFORMA-

TION FOR PENALTIES FOR DISCLOSURE OF CONFIDENTIAL INFOR-

MATION BY.—any officer or employee of the United States or

any department or agency thereof, see 18 U.S.C. 1905.

* * * * * * &

CHAPTER 80—GENERAL RULES

* * & * * * &

Subchapter A—Application of Internal Revenue
Laws

* * *k & * * *k

SEC. 7803. COMMISSIONER OF INTERNAL REVENUE; OTHER OFFI-
CIALS.

(a) COMMISSIONER OF INTERNAL REVENUE.—
(1) APPOINTMENT.—
(A) IN GENERAL.—There shall be in the Department of
the Treasury a Commissioner of Internal Revenue who
shall be appointed by the President, by and with the ad-
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vice and consent of the Senate. Such appointment shall be

made from individuals who, among other qualifications,

have a demonstrated ability in management.

(B) TERM.—The term of the Commissioner of Internal
Revenue shall be a 5-year term, beginning with a term to
commence on November 13, 1997. Each subsequent term
shall begin on the day after the date on which the previous
term expires.

(C) VACANCY.—Any individual appointed as Commis-
sioner of Internal Revenue during a term as defined in
subparagraph (B) shall be appointed for the remainder of
that term.

(D) REMOVAL.—The Commissioner may be removed at
the will of the President.

(E) REAPPOINTMENT.—The Commissioner may be ap-
pointed to serve more than one term.

(2) DuTIES.—The Commissioner shall have such duties and
powers as the Secretary may prescribe, including the power
to—

(A) administer, manage, conduct, direct, and supervise
the execution and application of the internal revenue laws
or related statutes and tax conventions to which the
United States is a party; and

(B) recommend to the President a candidate for ap-
pointment as Chief Counsel for the Internal Revenue Serv-
ice when a vacancy occurs, and recommend to the Presi-
dent the removal of such Chief Counsel.

If the Secretary determines not to delegate a power specified
in subparagraph (A) or (B), such determination may not take
effect until 30 days after the Secretary notifies the Committees
on Ways and Means, Government Reform and Oversight, and
Appropriations of the House of Representatives and the Com-
mittees on Finance, Governmental Affairs, and Appropriations
of the Senate.

(3) EXECUTION OF DUTIES IN ACCORD WITH TAXPAYER
RIGHTS.—In discharging his duties, the Commissioner shall en-
sure that employees of the Internal Revenue Service are famil-
iar with and act in accord with taxpayer rights as afforded by
other provisions of this title, including—

(A) the right to be informed,

(B) the right to quality service,

(C) the right to pay no more than the correct amount
of tax,

(D) the right to challenge the position of the Internal
Revenue Service and be heard,

(E) the right to appeal a decision of the Internal Rev-
enue Service in an independent forum,

(F) the right to finality,

(G) the right to privacy,

(H) the right to confidentiality,

(I) the right to retain representation, and

(J) the right to a fair and just tax system.
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(4) CONSULTATION WITH BOARD.—The Commissioner shall
consult with the Oversight Board on all matters set forth in
paraggaphs (2) and (3) (other than paragraph (3)(A)) of section
7802(d).

(b) CHIEF COUNSEL FOR THE INTERNAL REVENUE SERVICE.—

(1) ApPOINTMENT.—There shall be in the Department of
the Treasury a Chief Counsel for the Internal Revenue Service
who shall be appointed by the President, by and with the con-
sent of the Senate.

(2) DuTIES.—The Chief Counsel shall be the chief law offi-
cer for the Internal Revenue Service and shall perform such
guties as may be prescribed by the Secretary, including the

uty—

(A) to be legal advisor to the Commissioner and the
Commissioner’s officers and employees;

(B) to furnish legal opinions for the preparation and
review of rulings and memoranda of technical advice;

(C) to prepare, review, and assist in the preparation of
proposed legislation, treaties, regulations, and Executive
orders relating to laws which affect the Internal Revenue
Service;

(D) to represent the Commissioner in cases before the
Tax Court; and

(E) to determine which civil actions should be litigated
under the laws relating to the Internal Revenue Service
and prepare recommendations for the Department of Jus-
tice regarding the commencement of such actions.

If the Secretary determines not to delegate a power specified
in subparagraph (A), (B), (C), (D), or (E), such determination
may not take effect until 30 days after the Secretary notifies
the Committees on Ways and Means, Government Reform and
Oversight, and Appropriations of the House of Representatives
and the Committees on Finance, Governmental Affairs, and
Appropriations of the Senate.

(3) PERSONS TO WHOM CHIEF COUNSEL REPORTS.—The
Chief Counsel shall report directly to the Commissioner of In-
ternal Revenue, except that—

(A) the Chief Counsel shall report to both the Commis-
sioner and the General Counsel for the Department of the
Treasury with respect to—

(i) legal advice or interpretation of the tax law not
relating solely to tax policy;

(i1) tax litigation; and (B) the Chief Counsel shall
report to the General Counsel with respect to legal ad-
vice or interpretation of the tax law relating solely to
tax policy.

If there is any disagreement between the Commissioner and
the General Counsel with respect to any matter jointly referred
to them under subparagraph (A), such matter shall be sub-
mitted to the Secretary or Deputy Secretary for resolution.

(4) CHIEF COUNSEL PERSONNEL.—AIl personnel in the Of-
fice of Chief Counsel shall report to the Chief Counsel.

(c) OFFICE OF THE TAXPAYER ADVOCATE.—
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(1) ESTABLISHMENT.—

(A) IN GENERAL.—There is established in the Internal

Revenue Service an office to be known as the “Office of the
Taxpayer Advocate”.

(B) NATIONAL TAXPAYER ADVOCATE.—

(1) IN GENERAL.—The Office of the Taxpayer Advo-
cate shall be under the supervision and direction of an
official to be known as the “National Taxpayer Advo-
cate”. The National Taxpayer Advocate shall report di-
rectly to the Commissioner of Internal Revenue and
shall be entitled to compensation at the same rate as
the highest rate of basic pay established for the Senior
Executive Service under section 5382 of title 5, United
States Code, or, if the Secretary of the Treasury so de-
terimines, at a rate fixed under section 9503 of such
title.

(i1)) APPOINTMENT.—The National Taxpayer Advo-
cate shall be appointed by the Secretary of the Treas-
ury after consultation with the Commissioner of Inter-
nal Revenue and the Oversight Board and without re-
gard to the provisions of title 5, United States Code,
relating to appointments in the competitive service or
the Senior Executive Service.

(iii) QUALIFICATIONS.—An individual appointed
under clause (ii) shall have—

(I) a background in customer service as well
as tax law; and

(II) experience in representing individual tax-
payers.

(iv) RESTRICTION ON EMPLOYMENT.—An individual
may be appointed as the National Taxpayer Advocate
only if such individual was not an officer or employee
of the Internal Revenue Service during the 2-year pe-
riod ending with such appointment and such indi-
vidual agrees not to accept any employment with the
Internal Revenue Service for at least 5 years after
ceasing to be the National Taxpayer Advocate. Service
as an officer or employee of the Office of the Taxpayer
Advocate shall not be taken into account in applying
this clause.

(2) FUNCTIONS OF OFFICE.—

(A) IN GENERAL.—It shall be the function of the Office

of the Taxpayer Advocate to—
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(i) assist taxpayers in resolving problems with the
Internal Revenue Service;

(i) identify areas in which taxpayers have prob-
lems in dealings with the Internal Revenue Service;

(iii) to the extent possible, propose changes in the
administrative practices of the Internal Revenue Serv-
icedto mitigate problems identified under clause (ii);
an

(iv) identify potential legislative changes which
may be appropriate to mitigate such problems.
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(B) ANNUAL REPORTS.—

(1) OBJECTIVES.—Not later than June 30 of each
calendar year, the National Taxpayer Advocate shall
report to the Committee on Ways and Means of the
House of Representatives and the Committee on Fi-
nance of the Senate on the objectives of the Office of
the Taxpayer Advocate for the fiscal year beginning in
such calendar year. Any such report shall contain full
and substantive analysis, in addition to statistical in-
formation.

(i1) AcTIvITIES.—Not later than December 31 of
each calendar year, the National Taxpayer Advocate
shall report to the Committee on Ways and Means of
the House of Representatives and the Committee on
Finance of the Senate on the activities of the Office of
the Taxpayer Advocate during the fiscal year ending
during such calendar year. Any such report shall con-
tain full and substantive analysis, in addition to sta-
tistical information, and shall—

(I) identify the initiatives the Office of the
Taxpayer Advocate has taken on improving tax-
payer services and Internal Revenue Service re-
sponsiveness;

(IT) contain recommendations received from
individuals with the authority to issue Taxpayer
Assistance Orders under section 7811;

(IIT) contain a summary of at least 20 of the
most serious problems encountered by taxpayers,
including a description of the nature of such prob-
lems;

(IV) contain an inventory of the items de-
scribed in subclauses (I), (II), and (III) for which
action has been taken and the result of such ac-
tion;

(V) contain an inventory of the items de-
scribed in subclauses (I), (II), and (III) for which
action remains to be completed and the period
during which each item has remained on such in-
ventory;

(VI) contain an inventory of the items de-
scribed in subclauses (I), (II), and (IIT) for which
no action has been taken, the period during which
each item has remained on such inventory, the
reasons for the inaction, and identify any Internal
Revenue Service official who is responsible for
such inaction;

(VII) identify any Taxpayer Assistance Order
which was not honored by the Internal Revenue
Service in a timely manner, as specified under
section 7811(b);

(VIII) contain recommendations for such ad-
ministrative and legislative action as may be ap-
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propriate to resolve problems encountered by tax-

payers;

(IX) identify areas of the tax law that impose
significant compliance burdens on taxpayers or
the Internal Revenue Service, including specific
recommendations for remedying these problems;

(X) identify the 10 most litigated issues for
each category of taxpayers, including rec-
ommendations for mitigating such disputes; and

(XI) include such other information as the Na-
tional Taxpayer Advocate may deem advisable.
(iii) REPORT TO BE SUBMITTED DIRECTLY.—Each re-

port required under this subparagraph shall be pro-
vided directly to the committees described in clause (i)
without any prior review or comment from the Com-
missioner, the Secretary of the Treasury, the Over-
sight Board, any other officer or employee of the De-
partment of the Treasury, or the Office of Manage-
ment and Budget.

(iv) COORDINATION WITH REPORT OF TREASURY IN-
SPECTOR GENERAL FOR TAX ADMINISTRATION.—To the
extent that information required to be reported under
clause (ii) is also required to be reported under para-
graph (1) or (2) of subsection (d) by the Treasury In-
spector General for Tax Administration, the National
Taxpayer Advocate shall not contain such information
in the report submitted under such clause.

(C) OTHER RESPONSIBILITIES.—The National Taxpayer

Advocate shall—
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(1) monitor the coverage and geographic allocation
of local offices of taxpayer advocates;

(ii) develop guidance to be distributed to all Inter-
nal Revenue Service officers and employees outlining
the criteria for referral of taxpayer inquiries to local
offices of taxpayer advocates;

(iii) ensure that the local telephone number for
each local office of the taxpayer advocate is published
and available to taxpayers served by the office; and

(iv) in conjunction with the Commissioner, develop
career paths for local taxpayer advocates choosing to
make a career in the Office of the Taxpayer Advocate.
(D) PERSONNEL ACTIONS.—

(1) IN GENERAL.—The National Taxpayer Advocate
shall have the responsibility and authority to—

(I) appoint local taxpayer advocates and make
av3ilable at least 1 such advocate for each State;
an

(IT) evaluate and take personnel actions (in-
cluding dismissal) with respect to any employee of
any local office of a taxpayer advocate described in
subclause (I).

(i1) CONSULTATION.—The National Taxpayer Advo-
cate may consult with the appropriate supervisory per-
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sonnel of the Internal Revenue Service in carrying out
the National Taxpayer Advocate’s responsibilities
under this subparagraph.

(3) RESPONSIBILITIES OF COMMISSIONER.—The Commis-
sioner shall establish procedures requiring a formal response
to all recommendations submitted to the Commissioner by the
National Taxpayer Advocate within 3 months after submission
to the Commissioner.

(4) OPERATION OF LOCAL OFFICES.—

(A) IN GENERAL.—Each local taxpayer advocate—

(1) shall report to the National Taxpayer Advocate
or delegate thereof;

(i1) may consult with the appropriate supervisory
personnel of the Internal Revenue Service regarding
the daily operation of the local office of the taxpayer
advocate;

(iii) shall, at the initial meeting with any taxpayer
seeking the assistance of a local office of the taxpayer
advocate, notify such taxpayer that the taxpayer advo-
cate offices operate independently of any other Inter-
nal Revenue Service office and report directly to Con-
gress through the National Taxpayer Advocate; and

(iv) may, at the taxpayer advocate’s discretion, not
disclose to the Internal Revenue Service contact with,
or information provided by, such taxpayer.

(B) MAINTENANCE OF INDEPENDENT COMMUNICA-

TIONS.—Each local office of the taxpayer advocate shall
maintain a separate phone, facsimile, and other electronic
communication access, and a separate post office address.
(d) ADDITIONAL DUTIES OF THE TREASURY INSPECTOR GENERAL
FOR TAX ADMINISTRATION.—
(1) ANNUAL REPORTING.—The Treasury Inspector General
for Tax Administration shall include in one of the semiannual
reports under section 5 of the Inspector General Act of 1978—

(A) an evaluation of the compliance of the Internal

Revenue Service with—

g:\VHLC\041218\041218.089.xm!
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(i) restrictions under section 1204 of the Internal
Revenue Service Restructuring and Reform Act of
1998 on the use of enforcement statistics to evaluate
Internal Revenue Service employees;

(i1) restrictions under section 7521 on directly con-
tacting taxpayers who have indicated that they prefer
their representatives be contacted;

(iii) required procedures under section 6320 upon
the filing of a notice of a lien;

(iv) required procedures under subchapter D of
chapter 64 for seizure of property for collection of
taxes, including required procedures under section
6330 regarding levies; and

(v) restrictions under section 3707 of the Internal
Revenue Service Restructuring and Reform Act of
1998 on designation of taxpayers;



G:\OFFICE\RAMSEYER\R15\RAM\H5445_RAM.XML H.L.C.

68

(B) a review and a certification of whether or not the
Secretary is complying with the requirements of section
6103(e)(8) to disclose information to an individual filing a
joint return on collection activity involving the other indi-
vidual filing the return;

(C) information regarding extensions of the statute of
limitations for assessment and collection of tax under sec-
tion 6501 and the provision of notice to taxpayers regard-
ing requests for such extension;

(D) an evaluation of the adequacy and security of the
technology of the Internal Revenue Service;

(E) any termination or mitigation under section 1203
of the Internal Revenue Service Restructuring and Reform
Act of 1998;

(F) information regarding improper denial of requests
for information from the Internal Revenue Service identi-
fied under paragraph (3)(A); and

(G) information regarding any administrative or civil
actions with respect to violations of the fair debt collection
provisions of section 6304, including—

(i) a summary of such actions initiated since the
date of the last report; and

(i1) a summary of any judgments or awards grant-
ed as a result of such actions.

(2) SEMIANNUAL REPORTS.—

(A) IN GENERAL.—The Treasury Inspector General for
Tax Administration shall include in each semiannual re-
port under section 5 of the Inspector General Act of 1978—

(i) the number of taxpayer complaints during the
reporting period;

(i1) the number of employee misconduct and tax-
payer abuse allegations received by the Internal Rev-
enue Service or the Inspector General during the pe-
riod from taxpayers, Internal Revenue Service employ-
ees, and other sources;

(iii) a summary of the status of such complaints
and allegations; and

(iv) a summary of the disposition of such com-
plaints and allegations, including the outcome of any
Department of Justice action and any monies paid as
a settlement of such complaints and allegations.

(B) Clauses (iii) and (iv) of subparagraph (A) shall only
apply to complaints and allegations of serious employee
misconduct.

(3) OTHER RESPONSIBILITIES.—The Treasury Inspector

General for Tax Administration shall—

(A) conduct periodic audits of a statistically valid sam-
ple of the total number of determinations made by the In-
ternal Revenue Service to deny written requests to disclose
information to taxpayers on the basis of section 6103 of
this title or section 552(b)(7) of title 5, United States Code;

(B) establish and maintain a toll-free telephone num-
ber for taxpayers to use to confidentially register com-
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plaints of misconduct by Internal Revenue Service employ-

ees and incorporate the telephone number in the state-

ment required by section 6227 of the Omnibus Taxpayer

Bill of Rights (Internal Revenue Service Publication No. 1);

and

(C) not later than December 31, 2010, submit a writ-
ten report to Congress on the implementation of section
6103(k)(10).

(f) INTERNAL REVENUE SERVICE CHIEF INFORMATION OFFI-
CER.—

(1) IN GENERAL.—There shall be in the Internal Revenue
Service an Internal Revenue Service Chief Information Officer
(hereafter referred to in this subsection as the “IRS CIO”) who
shall be appointed by the Administrator of the Internal Revenue
Service.

(2) CENTRALIZED RESPONSIBILITY FOR INTERNAL REVENUE
SERVICE INFORMATION TECHNOLOGY.—The Administrator of the
Internal Revenue Service (and the Secretary) shall act through
the IRS CIO with respect to all development, implementation,
and maintenance of information technology for the Internal
Revenue Service. Any reference in this subsection to the IRS
CIO which directs the IRS CIO to take any action, or to assume
any responsibility, shall be treated as a reference to the Admin-
istrator of the Internal Revenue Service acting through the IRS
CIO.

(3) GENERAL DUTIES AND RESPONSIBILITIES.—The IRS CIO
shall—

(A) be responsible for the development, implementation,
and maintenance of information technology for the Internal
Revenue Seruvice,

(B) ensure that the information technology of the Inter-
nal Revenue Service is secure and integrated,

(C) maintain operational control of all information
technology for the Internal Revenue Service,

(D) be the principal advocate for the information tech-
nology needs of the Internal Revenue Service, and

(E) consult with the Chief Procurement Officer of the
Internal Revenue Service to ensure that the information
technology acquired for the Internal Revenue Service is con-
sistent with—

(i) the goals and requirements specified in sub-
paragraphs (A) through (D), and
(it) the strategic plan developed under paragraph

4).

(4) STRATEGIC PLAN.—

(A) IN GENERAL.—The IRS CIO shall develop and im-
plement a multiyear strategic plan for the information tech-
nology needs of the Internal Revenue Service. Such plan
shall—

(i) include performance measurements of such tech-
nology and of the implementation of such plan,
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(it) include a plan for an integrated enterprise ar-
chitecture of the information technology of the Internal
Revenue Service,

(iit) include and take into account the resources
needed to accomplish such plan,

(iv) take into account planned major acquisitions
of information technology by the Internal Revenue
Service, including Customer Account Data Engine 2
and the Enterprise Case Management System, and

(v) align with the needs and strategic plan of the
Internal Revenue Service.

(B) PLAN UPDATES.—The IRS CIO shall, not less fre-
quently than annually, review and update the strategic
plan under subparagraph (A) (including the plan for an in-
tegrated enterprise architecture described in subparagraph
(A)(it)) to take into account the development of new infor-
mation technology and the needs of the Internal Revenue
Service.

(5) SCOPE OF AUTHORITY.—

(A) INFORMATION TECHNOLOGY.—For purposes of this
subsection, the term “information technology” has the
meaning given such term by section 11101 of title 40,
United States Code.

(B) INTERNAL REVENUE SERVICE.—Any reference in this
subsection to the Internal Revenue Service includes a ref-
erence to all components of the Internal Revenue Service,
including—

(i) the Office of the Taxpayer Advocate,

(it) the Criminal Investigation Division of the In-
ternal Revenue Service, and

(iii) except as otherwise provided by the Secretary
with respect to information technology related to mat-
ters described in subsection (b)(3)(B), the Office of the
Chief Counsel.

* * * & * * *
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115TH CONGRESS
L H, R, 544

[Report No. 115-]

To amend the Internal Revenue Code of 1986 to improve cybersecurity
and taxpayer identity protection, and modernize the information tech-
nology of the Internal Revenue Service, and for other purposes.

IN THE HOUSE OF REPRESENTATIVES

AprriL 10, 2018
Mr. Brsiop of Michigan (for himself and Ms. DELBENE) introduced the
following bill; which was referred to the Committee on Ways and Means
APRIL --, 2018
Reported with an amendment, committed to the Committee of the Whole
House on the State of the Union, and ordered to be printed
[Strike out all after the enacting clause and insert the part printed in italic]

[For text of introduced bill, see copy of bill as introduced on April 10, 2018]
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A BILL

To amend the Internal Revenue Code of 1986 to improve
cybersecurity and taxpayer identity protection, and mod-
ernize the information technology of the Internal Rev-

enue Service, and for other purposes.
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Be it enacted by the Senate and House of Representa-

tives of the United States of America in Congress assembled,
SECTION 1. SHORT TITLE; ETC.

(a) SHORT TrrLE.—This Act may be cited as the “21st
Century IRS Act”.

(b) AMENDMENT OF 1986 CODE.—Except as otherwise
expressly provided, whenever in this Act an amendment or
repeal 1s expressed in terms of an amendment to, or repeal
of, a section or other provision, the reference shall be consid-
ered to be made to a section or other provision of the Inter-
nal Revenue Code of 1986.

(¢) TABLE OF CONTENTS.—The table of contents of this

Act 1s as follows:
Sec. 1. Short title; ete.
TITLE I—CYBERSECURITY AND IDENTITY PROTECTION

Sec. 101. Public-private partnership to address identity theft refund fraud.

Sec. 102. Recommendations of Electronic Tax Administration Advisory Com-
mattee regarding identity theft refund fraud.

Sec. 103. Information sharing and analysis center.

Sec. 104. Compliance by contractors with confidentiality safequards.

Sec. 105. Report on electronic payments.

TITLE II—DEVELOPMENT OF INFORMATION TECHNOLOGY

Sec. 201. Management of Internal Revenue Service information technology.
Sec. 202. Development of online accounts and portals.
Sec. 203. Internet platform for Form 1099 filings.

TITLE III—MODERNIZATION OF CONSENT-BASED INCOME
VERIFICATION SYSTEM

Sec. 301. Disclosure of taxpayer information for third-party income verification.
Sec. 302. Limit redisclosures and uses of consent-based disclosures of tax return
mformation.

TITLE IV—EXPANDED USE OF ELECTRONIC SYSTEMS

Sec. 401. Electronic filing of returns.

g:\VHLC\041218\041218.092.xml
April 12,2018 (11:27 a.m.)



G:\OFFICE\RAMSEYER\R15\RH\H5445_RH.XML H.L.C.

O o0 9 N U B WD =

[\O T \© R N R O S e e e e e e T e e
W = O O 0NN R WD = O

4

Sec. 402. Uniform standards for the use of electronic signatures for disclosure au-
thorizations to, and other authorizations of, practitioners.
Sec. 403. Payment of taxes by debit and credit cards.

TITLE I—CYBERSECURITY AND
IDENTITY PROTECTION

SEC. 101. PUBLIC-PRIVATE PARTNERSHIP TO ADDRESS
IDENTITY THEFT REFUND FRAUD.

The Secretary of the Treasury (or the Secretary’s dele-
gate) shall work collaboratively with the public and private
sectors to protect taxpayers from identity theft refund fraud.
SEC. 102. RECOMMENDATIONS OF ELECTRONIC TAX ADMIN-

ISTRATION ADVISORY COMMITTEE REGARD-
ING IDENTITY THEFT REFUND FRAUD.

The Secretary of the Treasury shall ensure that the ad-
visory group convened by the Secretary pursuant to section
2001(b)(2) of the Internal Revenue Service Restructuring
and Reform Act of 1998 (commonly known as the Electronic
Tax Administration Advisory Committee) studies (includ-
mg by providing organized public forums) and makes rec-
ommendations to the Secretary regarding methods to pre-
vent identity theft and refund fraud.

SEC. 103. INFORMATION SHARING AND ANALYSIS CENTER.

(a) IN GENERAL—The Secretary of the Treasury (or
the Secretary’s delegate) may participate in an information
sharing and analysis center to centralize, standardize, and

enhance data compilation and analysis to facilitate sharing
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actionable data and information with respect to identity
theft tax refund fraud.

(b) DEVELOPMENT OF PERFORMANCE METRICS.—The
Secretary of the Treasury (or the Secretary’s delegate) shall
develop metrics for measuring the success of such center in
detecting and preventing identity theft tax refund fraud.

(¢) DISCLOSURE.—

(1) IN GENERAL.—RSection 6103(k) is amended

by adding at the end the following new paragraph:

“(13) DISCLOSURE OF RETURN INFORMATION

FOR PURPOSES OF CYBERSECURITY AND THE PREVEN-

TION OF IDENTITY THEFT TAX REFUND FRAUD.—

“(A) IN GENERAL.—Under such procedures
and subject to such conditions as the Secretary
may prescribe, the Secretary may disclose speci-
fied return information to specified ISAC par-
ticipants to the extent that the Secretary deter-
mines such disclosure s in furtherance of effec-
twe Federal tax administration relating to the
detection or prevention of identity theft tax re-
Jund fraud, validation of taxpayer identity, au-
thentication of taxpayer returns, or detection or
prevention of cybersecurity threats.

“(B) SPECIFIED ISAC PARTICIPANTS.—For

purposes of this paragraph—
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1 “(1) IN GENERAL—The term ‘specified
2 ISAC participant’ means—

3 “(I) any person designated by the
4 Secretary as having primary responsi-
5 Dility for a function performed with re-
6 spect to the information sharing and
7 analysis center described n  section
8 403(a) of the 21st Century IRS Act,
9 and

10 “(II) any person subject to the re-
11 quirements of section 7216 and which
12 18 a participant in such information
13 sharing and analysis center.

14 “(11) INFORMATION SHARING AGREE-
15 MENT.—Such term shall not include any
16 person unless such person has entered into
17 a written agreement with the Secretary set-
18 ting forth the terms and conditions for the
19 disclosure of information to such person
20 under this paragraph, including require-
21 ments regarding the protection and safe-
22 guarding of such information by such per-
23 son.
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“(C) SPECIFIED RETURN INFORMATION.—
For purposes of this paragraph, the term ‘speci-

fied return information” means—

“(1) wn the case of a return which is in

connection with a case of potential identity

theft refund fraud—

“(I) wn the case of such return

filed electronically, the internet pro-

tocol address, device identification,
emarl domain name, speed of comple-
tion, method of authentication, refund
method, and such other return infor-
mation related to the electronic filing
characteristics of such return as the
Secretary may identify for purposes of
this subclause, and

“(I) in the case of such return
prepared by a tax return preparer,
identifying information with respect to
such tax return preparer, including the
preparer taxpayer identification num-
ber and electronic filer identification
number of such preparer,

“(11) wn the case of a return which is

m connection with a case of a identity theft
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refund fraud which has been confirmed by
the Secretary (pursuant to such procedures
as the Secretary may provide), the informa-
tion referred to in subclauses (I) and (1) of
clause (i), the name and taxpayer identi-
fication number of the taxpayer as it ap-
pears on the return, and any bank account
and routing information provided for mak-
mg a refund in connection with such re-
turn, and

“(in1) in the case of any cybersecurity
threat to the Internal Revenue Service, in-
Jormation svmilar to the information de-
sceribed in subclauses (1) and (II) of clause
(1) with respect to such threat.

“(D) RESTRICTION ON USE OF DISCLOSED

INFORMATION.—

“(1) DESIGNATED TIIRD PARTIES.—
Any return information recewved by a per-
son described n  subparagraph (B)(1)(I)
shall be used only for the purposes of and
to the extent necessary in—

“(1) performing the function such
person s designated to perform under

such subparagraph,
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“(I1) facilitating disclosures au-
thorized wunder subparagraph (A) to
persons described in  subparagraph
(B)(v)(11), and

“(I11) facilitating disclosures au-
thorized under subsection (d) to par-
ticipants in such information sharing
and analysis center.

“(11) RETURN PREPARERS.—Any re-
turn anformation recewved by a person de-
seribed in subparagraph (B)(1)(I1) shall be
treated for purposes of section 7216 as in-
Jormation furnished to such person for, or
m connection with, the preparation of a re-
turn of the tax vmposed under chapter 1.

“(E) DArA  PROTECTION AND  SAFE-

GUARDS.—Return information disclosed under
this paragraph shall be subject to such protec-
tions and safequards as the Secretary may re-
quire in requlations or other guidance or in the
written agreement referred to in subparagraph
(B)(ir). Such written agreement shall include a
requirement that any wunauthorized access to in-
Jormation disclosed under this paragraph, and

any breach of any system in which such infor-
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1 mation 1s held, be reported to the Treasury In-
2 spector General for Tax Administration.”.

3 (2) APPLICATION OF CIVIL AND CRIMINAL PEN-
4 ALTIES.—

5 (A) Section 6103(a)(3) is amended by strik-
6 g “subsection (k)(10)” and inserting “para-
7 graph (10) or (13) of subsection (k).

8 (B) Section 7213(a)(2) is amended by in-
9 serting “or (13)” after “(k)(10)”.

10 SEC. 104. COMPLIANCE BY CONTRACTORS WITH CONFIDEN-
11 TIALITY SAFEGUARDS.

12 (a) IN GENERAL.—Section 6103(p) is amended by
13 adding at the end the following new paragraph:

14 “(9) DISCLOSURE TO CONTRACTORS AND OTHER
15 AGENTS.—Notwithstanding any other provision of
16 this section, no return or return information shall be
17 disclosed to any contractor or other agent of a Fed-
18 eral, State, or local agency unless such agency, to the
19 satisfaction of the Secretary—
20 “(A) has requirements in effect which re-
21 quire each such contractor or other agent which
22 would have access to returns or return informa-
23 tion to provide safeguards (within the meaning
24 of paragraph (4)) to protect the confidentiality
25 of such returns or return information,
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“(B) agrees to conduct an on-site review
every 3 years (or a mid-point review in the case
of contracts or agreements of less than 3 years in
duration) of each contractor or other agent to de-
termine compliance with such requirements,

“(C) submaits the findings of the most recent
review conducted under subparagraph (B) to the
Secretary as part of the report required by para-
graph (4)(E), and

“(D) certifies to the Secretary for the most
recent annual period that such contractor or
other agent is in compliance with all such re-
quirements.

The certification required by subparagraph (D) shall
mclude the name and address of each contractor and
other agent, a description of the contract or agreement
with such contractor or other agent, and the dwration
of such contract or agreement. The requirements of
thas paragraph shall not apply to disclosures pursu-
ant to subsection (n) for purposes of Federal tax ad-
ministration.”.

(b) CONFORMING AMENDMENT.—Section

23 6103(p)(8)(B) is amended by inserting “or paragraph (9)”

24 after “subparagraph (A)”.
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[E—

(¢c) EFFECTIVE DATE.—The amendments made by this
section shall apply to disclosures made after December 31,
2022.

SEC. 105. REPORT ON ELECTRONIC PAYMENTS.

Not later than 2 years after the date of the enactment
of this Act, the Secretary (or the Secretary’s delegate), in
coordination with the Bureau of Fiscal Service and the In-

ternal Revenue Service, and in consultation with private

O o0 9 AN U B~ W

sector financial institutions, shall submat a written report

[a—
S

to Congress describing how the government can utilize new

[E—
[—

payment platforms to increase the number of tax refunds

[S—
[\

paid by electronic funds transfer. Such report shall weigh

[a—
W

the wnterests of reducing identity theft tax refund fraud, re-

[—
N

ducing the Federal Government’s costs in delivering tax re-

[S—
()}

Sfunds, the costs and any associated fees charged to tax-

[a—
(@)}

payers (including monthly and point-of-service fees) to ac-

[S—
~

cess thewr tax refunds, the 1mpact on indwiduals who do

[S—
o0

not have access to financial accounts or institutions, and

[a—
O

ensuring payments are made to accounts at a financial in-

[\
)

stitution that complies with section 21 of the Federal De-

(\9)
[U—

posit Insurance Act, chapter 2 of title I of Public Law 91-

I\
\®}

508, and subchapter II of chapter 53 of title 31, United

[\
W

States Code (commonly referred to collectively as the “Bank

&)
=~

Secrecy Act”) and the USA PATRIOT Act. Such report
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shall imclude any legislative recommendations necessary to

accomplish these goals.

TITLE IT—-DEVELOPMENT OF
INFORMATION TECHNOLOGY

SEC. 201. MANAGEMENT OF INTERNAL REVENUE SERVICE
INFORMATION TECHNOLOGY.

(a) DUTIES AND RESPONSIBILITIES OF INTERNAL
REVENUE SERVICE CHIEF INFORMATION OFFICER.—Sec-
tion 7803 1s amended by adding at the end the following
new subsection:

“(f) INTERNAL REVENUE SERVICE CHIEF INFORMA-
TION OFFICER.—

“(1) IN GENERAL.—There shall be in the Inter-
nal Revenue Service an Internal Revenue Service
Chief Information Officer (hereafter referred to in this
subsection as the ‘IRS CIO’) who shall be appointed
by the Administrator of the Internal Revenue Service.

“(2) CENTRALIZED RESPONSIBILITY FOR INTER-
NAL REVENUE SERVICE INFORMATION TECHNOLOGY.—
The Administrator of the Internal Revenue Service
(and the Secretary) shall act through the IRS CIO
with respect to all development, vmplementation, and
maintenance of information technology for the Inter-
nal Revenue Service. Any reference in this subsection

to the IRS CIO which directs the IRS CIO to take
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any action, or to asswme any responsibility, shall be
treated as a reference to the Administrator of the In-
ternal Revenue Service acting through the IRS CIO.
“(3)  GENERAL DUTIES AND RESPONSIBIL-
ITIES.—The IRS CIO shall—

“(A) be responsible for the development, 1m-
plementation, and maintenance of information
technology for the Internal Revenue Service,

“(B) ensure that the information technology
of the Internal Revenue Service is secure and in-
tegrated,

“(C) mawntain operational control of all in-
Jormation technology for the Internal Revenue
Service,

“(D) be the principal advocate for the infor-
mation technology needs of the Internal Revenue
Service, and

“(E) consult with the Chief Procurement
Officer of the Internal Revenue Service to ensure
that the information technology acquirved for the
Internal Revenue Service is consistent with—

“(1) the goals and requirements speci-
fied in subparagraphs (A) through (D), and
“(11) the strategic plan developed under

paragraph (4).
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“(4) STRATEGIC PLAN.—

“(A) IN GENERAL—The IRS CIO shall de-
velop and implement a multiyear strategic plan
Jor the information technology needs of the Inter-
nal Revenue Service. Such plan shall—

“(1) include performance measurements
of such technology and of the implementa-
tion of such plan,

“(11) include a plan for an integrated
enterprise architecture of the information
technology of the Internal Revenue Service,

“(iir) anclude and take into account
the resources mneeded to accomplish such
plan,

“(w) take into account planned major
acquisitions of information technology by
the Internal Revenue Service, including
Customer Account Data Engine 2 and the
Enterprise Case Management System, and

“(v) align with the needs and strategic
plan of the Internal Revenue Service.

“(B) PLAN UPDATES.—The IRS CIO shall,
not less frequently than annually, review and
update the strategic plan under subparagraph

(A) (including the plan for an integrated enter-
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prise architecture described n  subparagraph
(A)(1n)) to take into account the development of
new information technology and the needs of the
Internal Revenue Service.

“(5) SCOPE OF AUTHORITY.—

“(A)  INFORMATION  TECHNOLOGY.—For
purposes of this subsection, the term ‘“information
technology’ has the meaning given such term by
section 11101 of title 40, United States Code.

“(B) INTERNAL REVENUE SERVICE.—Any
reference in this subsection to the Internal Rev-
enue Service includes a reference to all compo-
nents of the Internal Revenue Service, includ-
mg—

“(1) the Office of the Taxpayer Advo-
cate,

“(1n) the Criminal Investigation Divi-
sion of the Internal Revenue Service, and

“(111) except as otherwise provided by
the Secretary with respect to information
technology related to matters described in
subsection (b)(3)(B), the Office of the Chief

Counsel.”.
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(b) INDEPENDENT VERIFICATION AND VALIDATION OF

THE CUSTOMER ACCOUNT DATA ENGINE 2 AND KENTER-

PRISE CASE MANAGEMENT SYSTEM.—

(1) IN GENERAL—The Admanistrator of the In-
ternal Revenue Service shall enter into a contract
with an independent reviewer to verify and validate
the implementation plans (including the performance
milestones and cost estimates included in such plans)
developed for the Customer Account Data Engine 2
and the Enterprise Case Management System.

(2) DEADLINE FOR COMPLETION. Such con-

tract shall require that such verification and valida-
tion be completed not later than the date which is 1
year after the date of the enactment of this Act.

(3) APPLICATION TO PHASES OF CADE 2.—

(A) IN GENERAL—Paragraphs (1) and (2)
shall not apply to phase 1 of the Customer Ac-
count Data Engine 2 and shall apply separately
to each other phase.

(B) DEADLINE FOR COMPLETING PLANS.—
Not later than 1 year after the date of the enact-
ment of this Act, the Administrator of the Inter-
nal Revenue Service shall complete the develop-
ment of plans for all phases of the Customer Ac-

count Data Engine 2.
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1 (C) DEADLINE FOR COMPLETION  OF
2 VERIFICATION AND VALIDATION OF PLANS.—In
3 the case of any phase after phase 2 of the Cus-
4 tomer Account Data Engine 2, paragraph (2)
5 shall be applied by substituting “the date on
6 which the plan for such phase was completed”
7 Jor “the date of the enactment of this Act”.

8 (¢c) COORDINATION OF IRS CI10O AND CHIEF PROCURE-
9 MENT OFFICER OF THE INTERNAL REVENUE SERVICE.—
10 (1) IN GENERAL.—The Chief Procurement Offi-
11 cer of the Internal Revenue Service shall—

12 (A) wdentify all significant IRS information
13 technology acquisitions and provide written noti-
14 fication to the Internal Revenue Service Chief
15 Information Officer (hereafter referred to in this
16 subsection as the “IRS CIO”) of each such acqui-
17 sitton in advance of such acquisition, and

18 (B) regularly consult with the IRS CIO re-
19 garding acquisitions of information technology
20 Jor the Internal Revenue Service, including meet-
21 mg with the IRS CIO regarding such acquisi-
22 tions upon request.
23 (2) SIGNIFICANT IRS INFORMATION TECHNOLOGY
24 ACQUISITIONS.—For purposes of this subsection, the
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1 term “significant IRS information technology acqui-
2 sitions” means—
3 (A4) any acquisition of information tech-
4 nology for the Internal Revenue Service in excess
5 of $1,000,000, and
6 (B) such other acquisitions of information
7 technology for the Internal Revenue Service (or
8 categories of such acquisitions) as the IRS CIO,
9 wm consultation with the Chief Procurement Offi-
10 cer of the Internal Revenue Service, may tiden-
11 tify.
12 (3) ScorPE.—Terms used in this subsection which
13 are also used in section 7803(f) of the Internal Rev-
14 enue Code of 1986 (as amended by subsection (a))
15 shall have the same meaning as when used in such
16 section.

17 SEC. 202. DEVELOPMENT OF ONLINE ACCOUNTS AND POR-
18 TALS.

19 (a) IN GENERAL.—The Secretary of the Treasury or
20 the Secretary’s delegate (hereafter referred to in this section

21 as the “Secretary”) shall—

22 (1) develop secure individualized online accounts
23 to provide services to taxpayers and their designated
24 return preparers, including obtaining taxpayer infor-
25 mation, making payment of taxes, sharing docu-
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mentation, and (to the extent feasible) addressing and
correcting issues, and

(2) develop a process for the acceptance of tax
forms, and supporting docwmentation, in digital or
other electronic format.

(b) ELECTRONIC SERVICES TREATED AS SUPPLE-

MENTAL; APPLICATION OF SECURITY STANDARDS.—The
Secretary shall ensure that the processes described in sub-

section (a)—

(1) are a supplement to, and not a replacement
Jor, other services provided by the Internal Revenue
Service to taxpayers, including face-to-face taxpayer
assistance and services provided by phone, and

(2) comply with applicable security standards
and guidelines.
(¢) PROCESS FOR DEVELOPING ONLINE ACCOUNTS.—

(1) DEVELOPMENT OF PLAN.—Not later than 1
year after the date of the enactment of this Act, the
Secretary shall submit to Congress a written report
describing the Secretary’s plan for developing the se-
cure indiwvidualized online accounts described in sub-
section (a)(1). Such plan shall address the feasibility
of taxpayers addressing and correcting issues through
such accounts and whether access to such accounts

should be restricted and in what manner.
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(2) DEADLINE.—The Secretary shall make every
reasonable effort to make the secure individualized on-
line accounts described in subsection (a)(1) available
to taxpayers by December 31, 2023.

SEC. 203. INTERNET PLATFORM FOR FORM 1099 FILINGS.
(a) IN GENERAL.—Not later than January 1, 2023,
the Secretary of the Treasury or the Secretary’s delegate

(hereafter referred to in this section as the “Secretary”)

O o0 9 AN U B~ W

shall make available an Internet website or other electronic

[a—
S

media, with a user interface and functionality svmilar to

[E—
[—

the Business Services Online Suite of Services provided by

[S—
[\

the Social Security Administration, that will provide access

[a—
W

to resources and guidance provided by the Internal Revenue

[
N

Service and will allow persons to—

[S—
()}

(1) prepare and file Forms 1099,

[a—
(@)}

(2) prepare Forms 1099 for distribution to re-

[S—
~

cipients other than the Internal Revenue Service, and

[S—
o0

(3) maintain a record of completed and sub-

[a—
O

maitted Forms 1099.

[\
)

(b) KELECTRONIC SERVICES TREATED AS SUPPLE-
21 MENTAL; APPLICATION OF SECURITY STANDARDS.—The
22 Secretary shall ensure that the services described in sub-

23 section (a)—
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22
(1) are a supplement to, and not a replacement
Jor, other services provided by the Internal Revenue
Service to taxpayers, and
(2) comply with applicable security standards

and guidelines.

TITLE III—MODERNIZATION OF
CONSENT-BASED INCOME
VERIFICATION SYSTEM

SEC. 301. DISCLOSURE OF TAXPAYER INFORMATION FOR
THIRD-PARTY INCOME VERIFICATION.

(a) IN GENERAL.—Not later than 1 year after the close
of the 2-year period described in subsection (d)(1), the Sec-
retary of the Treasury or the Secretary’s delegate (hereafter
referred to in this section as the “Secretary”) shall imple-
ment a program to ensure that any qualified disclosure—

(1) 1s fully automated and accomplished through
the Internet, and

(2) 1s accomplished in as close to real-time as is
practicable.

(b) QUALIFIED DISCLOSURE.—For purposes of this
section, the term “qualified disclosure” means a disclosure
under section 6103(c) of the Internal Revenue Code of 1986
of returns or return information by the Secretary to a per-

son seeking to verify the income or creditworthiness of a
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1 taxpayer who is a borrower in the process of a loan applica-
2 tion.

3 (¢) APPLICATION OF SECURITY STANDARDS.—The Sec-
4 retary shall ensure that the program described in subsection

S (a) complies with applicable security standards and guide-

6 lines.

7 (d) USER FEE.—

8 (1) IN GENERAL—During the 2-year period be-
9 ginning on the first day of the 6th calendar month be-
10 gimning after the date of the enactment of this Act,
11 the Secretary shall assess and collect a fee for quali-
12 fied disclosures (in addition to any other fee assessed
13 and collected for such disclosures) at such rates as the
14 Secretary determines are sufficient to cover the costs
15 related to implementing the program described in
16 subsection (a), including the costs of any necessary
17 mfrastructure or technology.

18 (2) DEPOSIT OF COLLECTIONS.—Amounts re-
19 cewed from fees assessed and collected under para-
20 graph (1) shall be deposited in, and credited to, an
21 account solely for the purpose of carrying out the ac-
22 tiwities described in subsection (a). Such amounts
23 shall be available to carry out such activities without
24 need of further appropriation and without fiscal year
25 limitation.
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24
SEC. 302. LIMIT REDISCLOSURES AND USES OF CONSENT-

BASED DISCLOSURES OF TAX RETURN INFOR-
MATION.
(a) IN GENERAL.—Section 6103(c) is amended by add-
g at the end the following: “Persons designated by the taux-
payer under this subsection to recewve return information
shall not use the information for any purpose other than
the express purpose for which consent was granted and shall
not disclose return information to any other person without
the express permassion of, or request by, the taxpayer.”.
(b) APPLICATION OF PENALTIES.—Section 6103(a)(3)

1s amended by inserting “subsection (c),” after “return in-

SJormation under”.

(¢) EFFECTIVE DATE.—The amendments made by this
section shall apply to disclosures made after the date of the

enactment of this Act.

TITLE IV—EXPANDED USE OF
ELECTRONIC SYSTEMS
SEC. 401. ELECTRONIC FILING OF RETURNS.
(a) IN GENERAL.—RSection 6011(e)(2)(A) 1s amended
by striking “2507 and inserting “the applicable number of”.
(b) APPLICABLE NUMBER.—Section 6011(e) is amend-
ed by adding at the end the following new paragraph:
“(6) APPLICABLE NUMBER.—For purposes of
paragraph (2)(A), the applicable number shall be de-

termaned n accordance with the following table:
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“(A) wn the case of calendar years before
2020, 250,

“(B) in the case of calendar year 2020, 100,
and

“(C) an the case of calendar years after

2020, 10.”.

(¢) RETURNS FILED BY A TAX RETURN PREPARER.—
Section 6011(e)(3) is amended by adding at the end the

Jollowing new subparagraph:

10 “(D) EXCEPTION FOR CERTAIN PREPARERS
11 LOCATED IN AREAS WITHOUT INTERNET AC-
12 CESS.—The Secretary may waive the require-
13 ment of subparagraph (A) if the Secretary deter-
14 mines, on the basis of an application by the tax
15 return preparer, that the preparer cannot meet
16 such requirement by reason of being located in a
17 geographic area which does not have access to
18 mternet service (other than dial-up or satellite
19 service).”.

20 (d) EFFECTIVE DATE.—The amendments made by this

21 section shall take effect on the date of the enactment of this

22 Act.
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1 SEC. 402. UNIFORM STANDARDS FOR THE USE OF ELEC-

TRONIC SIGNATURES FOR DISCLOSURE AU-
THORIZATIONS TO, AND OTHER AUTHORIZA-

TIONS OF, PRACTITIONERS.

“(3) PUBLISHED GUIDANCE.—
“tA) IN GENERAL—The Secretary shall

publish guidance as appropriate to define and

2
3
4
5 Section 6061(b)(3) s amended to read as follows:
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
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mmplement any warver of the signature require-
ments or any method adopted under paragraph
(1).

“(B) ELECTRONIC SIGNATURES FOR DIS-
CLOSURE AUTHORIZATIONS TO, AND OTHER AU-
THORIZATIONS OF, PRACTITIONERS.—Not later
than 6 months after the date of the enactment of
this subparagraph, the Secretary shall publish
guidance to establish uniform standards and
procedures for the acceptance of taxpayers’ sig-
natures appearing in electronic form with re-
spect to any request for disclosure of a taxpayer’s
return or return anformation under section
6103(c) to a practitioner or any power of attor-
ney granted by a taxpayer to a practitioner.

“(C) PRACTITIONER.—For purposes of sub-
paragraph (B), the term ‘practitioner’ means

any indwidual i good standing who s regu-
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lated under section 330 of title 31, United States

Code.”.

[E—

SEC. 403. PAYMENT OF TAXES BY DEBIT AND CREDIT
CARDS.

Section 6311(d)(2) 1s amended by adding at the end

the following: “The preceding sentence shall not apply to

the extent that the Secretary ensures that any such fee or

other consideration is fully recouped by the Secretary in

O o0 9 AN U B~ W

the form of fees paid to the Secretary by persons paying

[a—
S

taxes imposed under subtitle A with credit, debit, or charge

[E—
[—

cards pursuant to such contract. Notwithstanding the pre-

[S—
[\

ceding sentence, the Secretary shall seek to minimize the

[a—
W

amount of any fee or other consideration that the Secretary

[—
N

pays under any such contract.”.
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115TH CONGRESS
L8 H, R, 544

To amend the Internal Revenue Code of 1986 to improve cybersecurity
and taxpayer identity protection, and modernize the information tech-
nology of the Internal Revenue Service, and for other purposes.

IN THE HOUSE OF REPRESENTATIVES

ApriL 10, 2018

Mr. Bistor of Michigan (for himself and Ms. DELBENE) introduced the
following bill; which was referred to the Committee on Ways and Means

A BILL

To amend the Internal Revenue Code of 1986 to improve
cybersecurity and taxpayer identity protection, and mod-
ernize the information technology of the Internal Rev-

enue Service, and for other purposes.

1 Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
SECTION 1. SHORT TITLE; ETC.

(a) SHORT TITLE.—This Act may be cited as the
“21st Century IRS Act”.

(b) AMENDMENT OF 1986 CoDE.—Except as other-

wise expressly provided, whenever in this Act an amend-

o BN =) V) e SN UV I \ O]

ment or repeal is expressed in terms of an amendment
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to, or repeal of, a section or other provision, the reference
shall be considered to be made to a section or other provi-
sion of the Internal Revenue Code of 1986.
(¢) TABLE OF CONTENTS.—The table of contents of

this Act is as follows:
Sec. 1. Short title; ete.

TITLE I-—CYBERSECURITY AND IDENTITY PROTECTION

See. 101. Public-private partnership to address identity theft refund fraud.

See. 102. Recommendations of Electronic Tax Administration Advisory Com-
mittee regarding identity theft refund fraud.

See. 103. Information sharing and analysis center.

See. 104. Compliance by contractors with confidentiality safeguards.

Sec. 105. Report on electronic payments.

TITLE HI—DEVELOPMENT OF INFORMATION TECHNOLOGY

See. 201. Management of Internal Revenue Service information technology.
See. 202. Development of online accounts and portals.
See. 203. Internet platform for Form 1099 filings.

TITLE HI—MODERNIZATION OF CONSENT-BASED INCOME
VERIFICATION SYSTEM

See. 301. Disclosure of taxpayer information for third-party income verification.
See. 302, Limit redisclosures and uses of consent-based disclosures of tax re-
turn information.

TITLE IV—EXPANDED USE OF ELECTRONIC SYSTEMS

See. 401. Electronie filing of returns.

See. 402. Uniform standards for the use of electronic signatures for disclosure
authorizations to, and other authorizations of, practitioners.

See. 403. Payment of taxes by debit and credit cards.

TITLE I—-CYBERSECURITY AND
IDENTITY PROTECTION

SEC. 101. PUBLIC-PRIVATE PARTNERSHIP TO ADDRESS
IDENTITY THEFT REFUND FRAUD.
The Secretary of the Treasury (or the Secretary’s

delegate) shall work collaboratively with the public and

*HR 5445 IH
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private sectors to protect taxpayers from identity theft re-

fund fraud.

SEC. 102. RECOMMENDATIONS OF ELECTRONIC TAX AD-
MINISTRATION ADVISORY COMMITTEE RE-
GARDING IDENTITY THEFT REFUND FRAUD.

The Secretary of the Treasury shall ensure that the
advisory eroup convened by the Secretary pursuant to see-
tion 2001(b)(2) of the Internal Revenue Service Restrue-
turing and Reform Act of 1998 (commonly known as the
Electronic Tax Administration Advisory Committee) stud-
ies (including by providing organized public forums) and
makes recommendations to the Secretary regarding meth-
ods to prevent identity theft and refund fraud.

SEC. 103. INFORMATION SHARING AND ANALYSIS CENTER.

(a) IN GENERAL.—The Secretary of the Treasury (or
the Secretary’s delegate) may participate in an informa-
tion sharing and analysis center to centralize, standardize,
and enhance data compilation and analysis to facilitate
sharing actionable data and information with respect to
identity theft tax refund fraud.

(b) DEVELOPMENT OF PERFORMANCE METRICS.—
The Secretary of the Treasury (or the Secretary’s dele-
cate) shall develop metries for measuring the success of
such center in detecting and preventing identity theft tax

refund fraud.

*HR 5445 IH
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(¢) DISCLOSURE.—
(1) IN GENERAL.—Section 6103(k) 1s amended
by adding at the end the following new paragraph:
“(13) DISCLOSURE OF RETURN INFORMATION
FOR PURPOSES OF CYBERSECURITY AND THE PRE-
VENTION OF IDENTITY THEFT TAX REFUND
FRAUD.—

“(A) IN GENERAL.—Under such proce-
dures and subject to such conditions as the Sec-
retary may prescribe, the Secretary may dis-
close specified return information to specified
ISAC participants to the extent that the Sec-
retary determines such disclosure is in further-
ance of effective Federal tax administration re-
lating to the detection or prevention of identity
theft tax refund fraud, validation of taxpayer
identity, authentication of taxpayer returns, or
detection or prevention of cybersecurity threats.

“(B) SPECIFIED ISAC PARTICIPANTS.—KFor
purposes of this paragraph—

“(1) IN GENERAL.—The term ‘speci-
fied ISAC participant’ means—

“(I) any person designated by

the Secretary as having primary re-

sponsibility for a function performed

*HR 5445 IH
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with respect to the information shar-

ing and analysis center deseribed in

section 403(a) of the 21st Century

IRS Act, and

“(IT) any person subject to the

requirements of section 7216 and

which 1s a participant in such infor-

mation sharing and analysis center.

“(11) INFORMATION SHARING AGREE-
MENT.—Such term shall not include any
person unless such person has entered into
a written agreement with the Secretary
setting forth the terms and conditions for
the disclosure of information to such per-
son under this paragraph, including re-
quirements regarding the protection and
safeguarding of such information by such
person.

“(C) SPECIFIED RETURN INFORMATION.—

For purposes of this paragraph, the term ‘spec-

ified return information’ means—

*HR 5445 IH

“(1) in the case of a return which is
in connection with a case of potential iden-

tity theft refund fraud—
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“(I) in the case of such return
filed electronically, the internet pro-
tocol address, device identification,
email domain name, speed of comple-
tion, method of authentication, refund
method, and such other return infor-
mation related to the electronic filing
characteristics of such return as the
Secretary may identify for purposes of
this subclause, and

“(II) in the case of such return
prepared by a tax return preparer,
identifying information with respect to
such tax return preparer, including
the preparer taxpayer identification
number and electronie filer identifica-
tion number of such preparer,

“(i1) in the case of a return which 1s
in connection with a case of a identity
theft refund fraud which has been con-
firmed by the Secretary (pursuant to such
procedures as the Secretary may provide),
the information referred to in subeclauses
(I) and (II) of clause (i), the name and

taxpayer identification number of the tax-
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payer as it appears on the return, and any
bank account and routing information pro-
vided for making a refund in connection
with such return, and

“(111) n the case of any cybersecurity
threat to the Internal Revenue Service, in-
formation similar to the information de-
scribed 1n subclauses (I) and (IT) of clause
(1) with respect to such threat.

“(D) RESTRICTION ON USE OF DISCLOSED

INFORMATION.—

*HR 5445 IH

“(1) DESIGNATED THIRD PARTIES.—
Any return information received by a per-
son described in subparagraph (B)(i)(I)
shall be used only for the purposes of and
to the extent necessary in—

“(I) performing the function such
person 1s designated to perform under
such subparagraph,

“(IT) facilitating disclosures au-
thorized under subparagraph (A) to
persons described in  subparagraph
(B)(1)(IT), and

“(III) facilitating disclosures au-

thorized under subsection (d) to par-
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ticipants in such information sharing

and analysis center.

“(i1)) RETURN PREPARERS.—Any re-

turn information received by a person de-
seribed in subparagraph (B)(1)(II) shall be
treated for purposes of section 7216 as in-
formation furnished to such person for, or
in connection with, the preparation of a re-
turn of the tax imposed under chapter 1.
“(E) DATA PROTECTION AND SAFE-

GUARDS.—Return information disclosed under

this paragraph shall be subject to such protec-
tions and safeguards as the Secretary may re-
quire in regulations or other guidance or in the
written agreement referred to in subparagraph
(B)(i1). Such written agreement shall include a
requirement that any unauthorized access to in-
formation disclosed under this paragraph, and
any breach of any system in which such infor-
mation is held, be reported to the Treasury In-
spector General for Tax Administration.”.

(2) APPLICATION OF CIVIL AND CRIMINAL PEN-

*HR 5445 IH



9
(A) Section 6103(a)(3) is amended by

striking  “‘subsection (k)(10)” and inserting
“paragraph (10) or (13) of subsection (k).
(B) Section 7213(a)(2) is amended by in-
serting “‘or (13)” after “(k)(10)”.
SEC. 104. COMPLIANCE BY CONTRACTORS WITH CONFIDEN-
TIALITY SAFEGUARDS.
(a) IN GENERAL.—Section 6103(p) is amended by
adding at the end the following new paragraph:

“(9) DISCLOSURE TO CONTRACTORS AND

OTHER AGENTS.—Notwithstanding any other provi-
sion of this section, no return or return information
shall be disclosed to any contractor or other agent

of a Federal, State, or local agency unless such

agency, to the satisfaction of the Secretary

“(A) has requirements in effect which re-
quire each such contractor or other agent which
would have access to returns or return informa-
tion to provide safeguards (within the meaning
of paragraph (4)) to protect the confidentiality
of such returns or return information,

“(B) agrees to conduct an on-site review
every 3 years (or a mid-point review in the case
of contracts or agreements of less than 3 years

in duration) of each contractor or other agent

*HR 5445 IH
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10

to determine compliance with such require-
ments,
“(C) submits the findings of the most re-
cent review conducted under subparagraph (B)
to the Secretary as part of the report required
by paragraph (4)(E), and
“(D) certifies to the Secretary for the most
recent annual period that such contractor or
other agent is in compliance with all such re-
quirements.
The certification required by subparagraph (D) shall
include the name and address of each contractor and
other agent, a description of the contract or agree-
ment with such contractor or other agent, and the
duration of such contract or agreement. The require-
ments of this paragraph shall not apply to disclo-
sures pursuant to subsection (n) for purposes of
Federal tax administration.”.

(b) CONFORMING AMENDMENT.—Section

20 6103(p)(8)(B) is amended by inserting ‘“‘or paragraph

21
22

(9)” after “‘subparagraph (A)”.

(¢) EFFECTIVE DATE.—The amendments made by

23 this subsection shall apply to disclosures made after De-

24 cember 31, 2022.
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11
SEC. 105. REPORT ON ELECTRONIC PAYMENTS.

Not later than 2 years after the date of the enact-
ment of this Act, the Secretary (or the Secretary’s dele-
eate), in coordination with the Bureau of Fiscal Service
and the Internal Revenue Service, and in consultation with
private sector financial institutions, shall submit a written
report to Congress describing how the government can uti-
lize new payment platforms to increase the number of tax
refunds paid by electronic funds transfer. Such report
shall weigh the interests of reducing identity theft tax re-
fund fraud, reducing the Federal Government’s costs in
delivering tax refunds, the costs and any associated fees
charged to taxpayers (including monthly and point-of-serv-
1ce fees) to access their tax refunds, the impact on individ-
uals who do not have access to financial accounts or insti-
tutions, and ensuring payments are made to accounts at
a financial institution that complies with section 21 of the
Federal Deposit Insurance Act, chapter 2 of title I of Pub-
lic Law 91-508, and subchapter II of chapter 53 of title
31, United States Code (commonly referred to collectively
as the “Bank Secrecy Act””) and the USA PATRIOT Act.
Such report shall include any legislative recommendations

necessary to accomplish these goals.
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TITLE II-DEVELOPMENT OF
INFORMATION TECHNOLOGY

SEC. 201. MANAGEMENT OF INTERNAL REVENUE SERVICE
INFORMATION TECHNOLOGY.

(a) DUTIES AND RESPONSIBILITIES OF INTERNAL
REVENUE SERVICE CHIEF INFORMATION OFFICER.—Sec-
tion 7803 is amended by adding at the end the following
new subsection:

“(f) INTERNAL REVENUE SERVICE CHIEF INFORMA-
TION OFFICER.—

“(1) IN GENERAL.—There shall be in the Inter-
nal Revenue Service an Internal Revenue Service
Chief Information Officer (hereafter referred to in
this subsection as the ‘IRS CIO’) who shall be ap-
pointed by the Administrator of the Internal Rev-
enue Service.

“(2) CENTRALIZED RESPONSIBILITY FOR IN-
TERNAL REVENUE SERVICE INFORMATION TECH-
NOLOGY.—The Administrator of the Internal Rev-
enue Service (and the Secretary) shall act through
the IRS CIO with respect to all development, imple-
mentation, and maintenance of information tech-
nology for the Internal Revenue Service. Any ref-
erence in this subsection to the IRS CIO which di-

rects the IRS CIO to take any action, or to assume
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13

any responsibility, shall be treated as a reference to
the Administrator of the Internal Revenue Service
acting through the IRS CIO.

“(3) GENERAL DUTIES AND RESPONSIBIL-

The IRS CIO shall—

ITIES.
“(A) be responsible for the development,
implementation, and maintenance of informa-
tion technology for the Internal Revenue Serv-

1ce,

“(B) ensure that the information tech-
nology of the Internal Revenue Service is secure
and Integrated,

“(C) maintain operational control of all in-
formation technology for the Internal Revenue
Service,

“(D) be the principal advocate for the in-
formation technology needs of the Internal Rev-
enue Service, and

“(E) consult with the Chief Procurement
Officer of the Internal Revenue Service to en-
sure that the information technology acquired
for the Internal Revenue Service is consistent

with—
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14

“(1) the goals and requirements speci-
fied in subparagraphs (A) through (D),
and

“(11) the strategic plan developed

under paragraph (4).

“(4) STRATEGIC PLAN.—

“(A) IN GENERAL.—The IRS CIO shall

develop and implement a multiyear strategic

plan for the information technology needs of the

Internal Revenue Service. Such plan shall—

*HR 5445 IH

“(1) include performance measure-
ments of such technology and of the imple-
mentation of such plan,

“(11) include a plan for an integrated
enterprise architecture of the information
technology of the Internal Revenue Service,

“(m) include and take into account
the resources needed to accomplish such
plan,

“(iv) take into account planned major
acquisitions of information technology by
the Internal Revenue Service, including
Customer Account Data Engine 2 and the

Enterprise Case Management System, and
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“(v) align with the needs and stra-
tegic plan of the Internal Revenue Service.

“(B) PraN uprDATES.—The IRS CIO

shall, not less frequently than annually, review
and update the strategic plan under subpara-
oraph (A) (including the plan for an integrated
enterprise architecture described in subpara-
oraph (A)(i1)) to take into account the develop-
ment of new information technology and the
needs of the Internal Revenue Service.

“(5) SCOPE OF AUTHORITY.—

“(A)  INFORMATION TECHNOLOGY.—For
purposes of this subsection, the term ‘informa-
tion technology’ has the meaning given such
term by section 11101 of title 40, United States
Code.

“(B) INTERNAL REVENUE SERVICE.—Any
reference in this subsection to the Internal Rev-
enue Service includes a reference to all compo-
nents of the Internal Revenue Service, includ-
mng—

“(1) the Office of the Taxpayer Advo-
cate,
“(i1) the Criminal Investigation Divi-

sion of the Internal Revenue Service, and
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16
“(ii1) except as otherwise provided by
the Secretary with respect to information
technology related to matters deseribed in
subsection (b)(3)(B), the Office of the
Chief Counsel.”.

(b) INDEPENDENT VERIFICATION AND VALIDATION

OF THE CUSTOMER ACCOUNT DATA ENGINE 2 AND KEN-

TERPRISE CASE MANAGEMENT SYSTEM.—

(1) IN GENERAL.—The Administrator of the In-
ternal Revenue Service shall enter into a contract
with an independent reviewer to verify and validate
the implementation plans (including the performance
milestones and cost estimates included in such
plans) developed for the Customer Account Data
Engine 2 and the Enterprise Case Management Sys-
tem.

(2) DEADLINE FOR COMPLETION.—Such con-
tract shall require that such verification and valida-
tion be completed not later than the date which is
1 year after the date of the enactment of this Act.

(3) APPLICATION TO PHASES OF CADE 2.—

(A) IN GENERAL.—Paragraphs (1) and (2)

shall not apply to phase 1 of the Customer Ac-
count Data Engine 2 and shall apply separately

to each other phase.
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(B) DEADLINE FOR COMPLETING

PLANS.

Not later than 1 year after the date of
the enactment of this Act, the Administrator of
the Internal Revenue Service shall complete the
development of plans for all phases of the Cus-
tomer Account Data Engine 2.

(C) DEADLINE FOR COMPLETION OF

VERIFICATION AND VALIDATION OF PLANS.—In

the case of any phase after phase 2 of the Cus-
tomer Account Data Engine 2, paragraph (2)
shall be applied by substituting ‘“the date on
which the plan for such phase was completed”

for “the date of the enactment of this Act”.

(¢) COORDINATION OF IRS CIO AND CHIEF PRro-

CUREMENT OFFICER OF THE INTERNAL REVENUE SERV-

(1) IN GENERAL.—The Chief Procurement Offi-

cer of the Internal Revenue Service shall—

(A) identify all significant IRS information
technology acquisitions and provide written no-
tification to the Internal Revenue Service Chief
Information Officer (hereafter referred to in
this subsection as the “IRS CIO”) of each such

acquisition in advance of such acquisition, and
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(B) regularly consult with the IRS CIO re-
carding acquisitions of information technology
for the Internal Revenue Service, including
meeting with the IRS CIO regarding such ac-
quisitions upon request.

(2) SIGNIFICANT IRS INFORMATION TECH-
NOLOGY ACQUISITIONS.—For purposes of this sub-
section, the term “significant IRS information tech-
nology acquisitions’” means—

(A) any acquisition of information tech-
nology for the Internal Revenue Service in ex-
cess of $1,000,000, and

(B) such other acquisitions of information
technology for the Internal Revenue Service (or
categories of such acquisitions) as the IRS CIO,
in consultation with the Chief Procurement Of-
ficer of the Internal Revenue Service, may iden-
tify.

(3) ScorPE.—Terms wused in this subsection
which are also used in section 7803(f) of the Inter-
nal Revenue Code of 1986 (as amended by sub-
section (a)) shall have the same meaning as when

used 1n such section.
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1 SEC. 202. DEVELOPMENT OF ONLINE ACCOUNTS AND POR-
2 TALS.

3 (a) IN GENERAL.—The Secretary of the Treasury or
4 the Secretary’s delegate (hereafter referred to in this see-
5 tion as the “Secretary’’) shall—

6 (1) develop secure individualized online ac-
7 counts to provide services to taxpayers and their
8 designated return preparers, including obtaining tax-
9 payer information, making payment of taxes, shar-
10 ing documentation, and (to the extent feasible) ad-
11 dressing and correcting issues, and
12 (2) develop a process for the acceptance of tax
13 forms, and supporting documentation, in digital or
14 other electronic format.
15 (b) ELECTRONIC SERVICES TREATED AS SUPPLE-
16 MENTAL; APPLICATION OF SECURITY STANDARDS.—The
17 Secretary shall ensure that the processes described in sub-

18 section (a)—

19 (1) are a supplement to, and not a replacement
20 for, other services provided by the Internal Revenue
21 Service to taxpayers, including face-to-face taxpayer
22 assistance and services provided by phone, and

23 (2) comply with applicable security standards
24 and guidelines.

25 (¢) PROCESS FOR DEVELOPING ONLINE AcC-

26 COUNTS.—
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(1) DEVELOPMENT OF PLAN.—Not later than 1
vear after the date of the enactment of this Act, the
Secretary shall submit to Congress a written report
describing the Secretary’s plan for developing the se-
cure individualized online accounts described in sub-
section (a)(1). Such plan shall address the feasibility
of taxpayers addressing and correcting issues
through such accounts and whether access to such
accounts should be restricted and in what manner.

(2) DEADLINE.—The Secretary shall make
every reasonable effort to make the secure individ-
ualized online accounts described 1n  subsection

(a)(1) available to taxpayers by December 31, 2023.

SEC. 203. INTERNET PLATFORM FOR FORM 1099 FILINGS.

(a) IN GENERAL.—Not later than January 1, 2023,

the Secretary of the Treasury or the Secretary’s delegate
(hereafter referred to in this section as the “Secretary’”)
shall make available an Internet website or other elec-
tronic media, with a user interface and functionality simi-
lar to the Business Services Online Suite of Services pro-
vided by the Social Security Administration, that will pro-
vide access to resources and guidance provided by the In-

ternal Revenue Service and will allow persons to—

(1) prepare and file Forms 1099,
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| (2) prepare Forms 1099 for distribution to re-
2 cipients other than the Internal Revenue Service,
3 and

4 (3) maintain a record of completed and sub-
5 mitted Forms 1099.

6 (b) ELECTRONIC SERVICES TREATED AS SUPPLE-
7 MENTAL; APPLICATION OF SECURITY STANDARDS.—The
8 Secretary shall ensure that the services described in sub-
9 section (a)—
10 (1) are a supplement to, and not a replacement
11 for, other services provided by the Internal Revenue
12 Service to taxpayers, and

13 (2) comply with applicable security standards
14 and guidelines.

15 TITLE III—MODERNIZATION OF
16 CONSENT-BASED INCOME
17 VERIFICATION SYSTEM

18 SEC. 301. DISCLOSURE OF TAXPAYER INFORMATION FOR

19 THIRD-PARTY INCOME VERIFICATION.
20 (a) IN GENERAL.—Not later than 1 year after the

21 close of the 2-year period described in subsection (d)(1),
22 the Secretary of the Treasury or the Secretary’s delegate
23 (hereafter referred to in this section as the “Secretary’)
24 shall implement a program to ensure that any qualified

25 disclosure—
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(1) 1s fully automated and accomplished
through the Internet, and

(2) is accomplished in as close to real-time as
1s practicable.

(b) QUALIFIED DISCLOSURE.—For purposes of this
section, the term “qualified disclosure” means a disclosure
under section 6103(¢) of the Internal Revenue Code of
1986 of returns or return information by the Secretary
to a person seeking to verify the income or creditworthi-
ness of a taxpayer who is a borrower in the process of

a loan application.

(¢) APPLICATION OF SECURITY STANDARDS.—The
Secretary shall ensure that the program described in sub-
section (a) complies with applicable security standards and
cuidelines.

(d) USER FEE.—

(1) IN GENERAL.—During the 2-year period be-
einning on the first day of the 6th calendar month
beginning after the date of the enactment of this
Act, the Secretary shall assess and collect a fee for
qualified disclosures (in addition to any other fee as-
sessed and collected for such disclosures) at such

rates as the Secretary determines are sufficient to

cover the costs related to implementing the program
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described in subsection (a), including the costs of

any necessary infrastructure or technology.

(2) DEPOSIT OF COLLECTIONS.—Amounts re-
ceived from fees assessed and collected under para-
oraph (1) shall be deposited in, and credited to, an
account solely for the purpose of carrying out the
activities described in subsection (a). Such amounts
shall be available to carry out such activities without
need of further appropriation and without fiscal year
limitation.

SEC. 302. LIMIT REDISCLOSURES AND USES OF CONSENT-

BASED DISCLOSURES OF TAX RETURN INFOR-
MATION.

(a) IN GENERAL.—Section 6103(c¢) is amended by
adding at the end the following: “Persons designated by
the taxpayer under this subsection to receive return infor-
mation shall not use the information for any purpose other
than the express purpose for which consent was granted
and shall not disclose return information to any other per-
son without the express permission of, or request by, the
taxpayer.”.

(b) APPLICATION OF PENALTIES.—Section
6103(a)(3) is amended by inserting ‘“‘subsection (¢),” after

“return information under’’.
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(¢) EFFECTIVE DATE.—The amendments made by
this section shall apply to disclosures made after the date

of the enactment of this Act.

TITLE IV—EXPANDED USE OF
ELECTRONIC SYSTEMS

SEC. 401. ELECTRONIC FILING OF RETURNS.

(a) IN GENERAL.—Section 6011(e)(2)(A) is amended
by striking “250” and inserting ‘“‘the applicable number
of”.

(b) ArrLICABLE NUMBER.—Section 6011(e) is
amended by adding at the end the following new para-
oraph:

“(5) APPLICABLE NUMBER.—For purposes of
paragraph (2)(A), the applicable number shall be de-
termined in accordance with the following table:

“(A) in the case of calendar years before

2020, 250,

“(B) in the case of calendar year 2020,

100, and

“(C) in the case of calendar years after

2020, 10.”.

(¢) RETURNS FILED BY A TAX RETURN PRE-
>ARER.—Section 6011(e)(3) is amended by adding at the

end the following new subparagraph:
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1 “(D) EXCEPTION FOR (CERTAIN PREPARES
2 LOCATED IN AREAS WITHOUT INTERNET AC-
3 CESS.—The Secretary may waive the require-
4 ment of subparagraph (A) if the Secretary de-
5 termines, on the basis of an application by the
6 tax return preparer, that the preparer cannot
7 meet such requirement by reason of being lo-
8 cated in a geographic area which does not have
9 access to internet service (other than dial-up or
10 satellite service).”.

11 (d) EFFECTIVE DATE.—The amendments made by

12 this section shall take effect on the date of the enactment
13 of this Act.

14 SEC. 402. UNIFORM STANDARDS FOR THE USE OF ELEC-

15 TRONIC SIGNATURES FOR DISCLOSURE AU-
16 THORIZATIONS TO, AND OTHER AUTHORIZA-
17 TIONS OF, PRACTITIONERS.

18 Section 6061(b)(3) 1s amended to read as follows:

19 “(3) PUBLISHED GUIDANCE.—

20 “(A) IN GENERAL.—The Secretary shall
21 publish guidance as appropriate to define and
22 implement any waiver of the signature require-
23 ments or any method adopted under paragraph
24 (1).
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“(B) ELECTRONIC SIGNATURES FOR DIS-
CLOSURE AUTHORIZATIONS TO, AND OTHER AU-
THORIZATIONS OF, PRACTITIONERS.—Not later
than 6 months after the date of the enactment
of this subparagraph, the Secretary shall pub-
lish guidance to establish uniform standards
and procedures for the acceptance of taxpayers’
signatures appearing in electronic form with re-
spect to any request for disclosure of a tax-
payer’s return or return information under sec-
tion 6103(¢) to a practitioner or any power of
attorney granted by a taxpayer to a practi-
tioner.

“(C) PrACTITIONER.—For purposes of
subparagraph (B), the term ‘practitioner’
means any individual in good standing who is
regulated under section 330 of title 31, United
States Code.”.

SEC. 403. PAYMENT OF TAXES BY DEBIT AND CREDIT
CARDS.

(a) IN GENERAL.—Section 6311(d)(2) is amended by
adding at the end the following: “The preceding sentence
shall not apply to the extent that the Secretary ensures
that any such fee or other consideration is fully recouped

by the Secretary in the form of fees paid to the Secretary
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by persons paying taxes imposed under subtitle A with
credit, debit, or charge cards pursuant to such contract.
Notwithstanding the preceding sentence, the Secretary
shall seek to minimize the amount of any fee or other con-
sideration that the Secretary pays under any such con-

tract.”.
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   The Committee on Ways and Means, to whom was referred the bill (H.R. 5445) to amend the Internal Revenue Code of 1986 to improve cybersecurity and taxpayer identity protection, and modernize the information technology of the Internal Revenue Service, and for other purposes, having considered the same, reports favorably thereon with an amendment and recommends that the bill as amended do pass. 
 
   The amendment is as follows: 
   
  Strike all after the enacting clause and insert the following: 
 
  
  1. Short title; etc 
  (a) Short title This Act may be cited as the   21st Century IRS Act.  
 
  (b) Amendment of 1986 Code Except as otherwise expressly provided, whenever in this Act an amendment or repeal is expressed in terms of an amendment to, or repeal of, a section or other provision, the reference shall be considered to be made to a section or other provision of the Internal Revenue Code of 1986. 
 
  (c) Table of contents The table of contents of this Act is as follows: 
  Sec. 1. Short title; etc. Title I—Cybersecurity and identity protection Sec. 101. Public-private partnership to address identity theft refund fraud. Sec. 102. Recommendations of Electronic Tax Administration Advisory Committee regarding identity theft refund fraud. Sec. 103. Information sharing and analysis center. Sec. 104. Compliance by contractors with confidentiality safeguards. Sec. 105. Report on electronic payments. Title II—Development of information technology Sec. 201. Management of Internal Revenue Service information technology. Sec. 202. Development of online accounts and portals. Sec. 203. Internet platform for Form 1099 filings. Title III—Modernization of consent-based income verification system Sec. 301. Disclosure of taxpayer information for third-party income verification. Sec. 302. Limit redisclosures and uses of consent-based disclosures of tax return information. Title IV—Expanded use of electronic systems Sec. 401. Electronic filing of returns. Sec. 402. Uniform standards for the use of electronic signatures for disclosure authorizations to, and other authorizations of, practitioners. Sec. 403. Payment of taxes by debit and credit cards. 
 
 
 
  I Cybersecurity and identity protection 
  101. Public-private partnership to address identity theft refund fraud The Secretary of the Treasury (or the Secretary’s delegate) shall work collaboratively with the public and private sectors to protect taxpayers from identity theft refund fraud.  
 
  102. Recommendations of Electronic Tax Administration Advisory Committee regarding identity theft refund fraud The Secretary of the Treasury shall ensure that the advisory group convened by the Secretary pursuant to section 2001(b)(2) of the Internal Revenue Service Restructuring and Reform Act of 1998 (commonly known as the Electronic Tax Administration Advisory Committee) studies (including by providing organized public forums) and makes recommendations to the Secretary regarding methods to prevent identity theft and refund fraud. 
 
  103. Information sharing and analysis center 
  (a) In general The Secretary of the Treasury (or the Secretary’s delegate) may participate in an information sharing and analysis center to centralize, standardize, and enhance data compilation and analysis to facilitate sharing actionable data and information with respect to identity theft tax refund fraud. 
 
  (b) Development of performance metrics The Secretary of the Treasury (or the Secretary’s delegate) shall develop metrics for measuring the success of such center in detecting and preventing identity theft tax refund fraud. 
 
  (c) Disclosure 
  (1) In general Section 6103(k) is amended by adding at the end the following new paragraph: 
  
  (13) Disclosure of return information for purposes of cybersecurity and the prevention of identity theft tax refund fraud 
  (A) In general Under such procedures and subject to such conditions as the Secretary may prescribe, the Secretary may disclose specified return information to specified ISAC participants to the extent that the Secretary determines such disclosure is in furtherance of effective Federal tax administration relating to the detection or prevention of identity theft tax refund fraud, validation of taxpayer identity, authentication of taxpayer returns, or detection or prevention of cybersecurity threats. 
 
  (B) Specified ISAC participants For purposes of this paragraph— 
  (i) In general The term  specified ISAC participant means— 
  (I) any person designated by the Secretary as having primary responsibility for a function performed with respect to the information sharing and analysis center described in section 403(a) of the  21st Century IRS Act, and 
 
  (II) any person subject to the requirements of section 7216 and which is a participant in such information sharing and analysis center. 
 
 
  (ii) Information sharing agreement Such term shall not include any person unless such person has entered into a written agreement with the Secretary setting forth the terms and conditions for the disclosure of information to such person under this paragraph, including requirements regarding the protection and safeguarding of such information by such person. 
 
 
  (C) Specified return information For purposes of this paragraph, the term  specified return information means—  
  (i) in the case of a return which is in connection with a case of potential identity theft refund fraud— 
  (I) in the case of such return filed electronically, the internet protocol address, device identification, email domain name, speed of completion, method of authentication, refund method, and such other return information related to the electronic filing characteristics of such return as the Secretary may identify for purposes of this subclause, and 
 
  (II) in the case of such return prepared by a tax return preparer, identifying information with respect to such tax return preparer, including the preparer taxpayer identification number and electronic filer identification number of such preparer, 
 
 
  (ii) in the case of a return which is in connection with a case of a identity theft refund fraud which has been confirmed by the Secretary (pursuant to such procedures as the Secretary may provide), the information referred to in subclauses (I) and (II) of clause (i), the name and taxpayer identification number of the taxpayer as it appears on the return, and any bank account and routing information provided for making a refund in connection with such return, and 
 
  (iii) in the case of any cybersecurity threat to the Internal Revenue Service, information similar to the information described in subclauses (I) and (II) of clause (i) with respect to such threat. 
 
 
  (D) Restriction on use of disclosed information 
  (i) Designated third parties Any return information received by a person described in subparagraph (B)(i)(I) shall be used only for the purposes of and to the extent necessary in— 
  (I) performing the function such person is designated to perform under such subparagraph, 
 
  (II) facilitating disclosures authorized under subparagraph (A) to persons described in subparagraph (B)(i)(II), and 
 
  (III) facilitating disclosures authorized under subsection (d) to participants in such information sharing and analysis center. 
 
 
  (ii) Return preparers Any return information received by a person described in subparagraph (B)(i)(II) shall be treated for purposes of section 7216 as information furnished to such person for, or in connection with, the preparation of a return of the tax imposed under chapter 1. 
 
 
  (E) Data protection and safeguards Return information disclosed under this paragraph shall be subject to such protections and safeguards as the Secretary may require in regulations or other guidance or in the written agreement referred to in subparagraph (B)(ii). Such written agreement shall include a requirement that any unauthorized access to information disclosed under this paragraph, and any breach of any system in which such information is held, be reported to the Treasury Inspector General for Tax Administration. 
 
 . 
 
 
  (2) Application of civil and criminal penalties 
  (A) Section 6103(a)(3) is amended by striking  subsection (k)(10) and inserting  paragraph (10) or (13) of subsection (k). 
 
  (B) Section 7213(a)(2) is amended by inserting  or (13) after  (k)(10). 
 
 
 
 
  104. Compliance by contractors with confidentiality safeguards 
  (a) In General Section 6103(p) is amended by adding at the end the following new paragraph: 
  
  (9) Disclosure to contractors and other agents Notwithstanding any other provision of this section, no return or return information shall be disclosed to any contractor or other agent of a Federal, State, or local agency unless such agency, to the satisfaction of the Secretary— 
  (A) has requirements in effect which require each such contractor or other agent which would have access to returns or return information to provide safeguards (within the meaning of paragraph (4)) to protect the confidentiality of such returns or return information, 
 
  (B) agrees to conduct an on-site review every 3 years (or a mid-point review in the case of contracts or agreements of less than 3 years in duration) of each contractor or other agent to determine compliance with such requirements, 
 
  (C) submits the findings of the most recent review conducted under subparagraph (B) to the Secretary as part of the report required by paragraph (4)(E), and 
 
  (D) certifies to the Secretary for the most recent annual period that such contractor or other agent is in compliance with all such requirements. 
 The certification required by subparagraph (D) shall include the name and address of each contractor and other agent, a description of the contract or agreement with such contractor or other agent, and the duration of such contract or agreement. The requirements of this paragraph shall not apply to disclosures pursuant to subsection (n) for purposes of Federal tax administration. 
 . 
 
 
  (b) Conforming Amendment Section 6103(p)(8)(B) is amended by inserting  or paragraph (9) after  subparagraph (A). 
 
  (c) Effective Date The amendments made by this section shall apply to disclosures made after December 31, 2022. 
 
 
  105. Report on electronic payments Not later than 2 years after the date of the enactment of this Act, the Secretary (or the Secretary’s delegate), in coordination with the Bureau of Fiscal Service and the Internal Revenue Service, and in consultation with private sector financial institutions, shall submit a written report to Congress describing how the government can utilize new payment platforms to increase the number of tax refunds paid by electronic funds transfer. Such report shall weigh the interests of reducing identity theft tax refund fraud, reducing the Federal Government’s costs in delivering tax refunds, the costs and any associated fees charged to taxpayers (including monthly and point-of-service fees) to access their tax refunds, the impact on individuals who do not have access to financial accounts or institutions, and ensuring payments are made to accounts at a financial institution that complies with section 21 of the Federal Deposit Insurance Act, chapter 2 of title I of Public Law 91-508, and subchapter II of chapter 53 of title 31, United States Code (commonly referred to collectively as the  Bank Secrecy Act) and the USA PATRIOT Act. Such report shall include any legislative recommendations necessary to accomplish these goals. 
 
 
  II Development of information technology 
  201. Management of Internal Revenue Service information technology 
  (a) Duties and responsibilities of Internal Revenue Service Chief Information Officer Section 7803 is amended by adding at the end the following new subsection: 
  
  (f) Internal Revenue Service Chief Information Officer 
  (1) In general There shall be in the Internal Revenue Service an Internal Revenue Service Chief Information Officer (hereafter referred to in this subsection as the  IRS CIO) who shall be appointed by the Administrator of the Internal Revenue Service. 
 
  (2) Centralized responsibility for Internal Revenue Service information technology The Administrator of the Internal Revenue Service (and the Secretary) shall act through the IRS CIO with respect to all development, implementation, and maintenance of information technology for the Internal Revenue Service. Any reference in this subsection to the IRS CIO which directs the IRS CIO to take any action, or to assume any responsibility, shall be treated as a reference to the Administrator of the Internal Revenue Service acting through the IRS CIO. 
 
  (3) General duties and responsibilities The IRS CIO shall— 
  (A) be responsible for the development, implementation, and maintenance of information technology for the Internal Revenue Service, 
 
  (B) ensure that the information technology of the Internal Revenue Service is secure and integrated, 
 
  (C) maintain operational control of all information technology for the Internal Revenue Service, 
 
  (D) be the principal advocate for the information technology needs of the Internal Revenue Service, and 
 
  (E) consult with the Chief Procurement Officer of the Internal Revenue Service to ensure that the information technology acquired for the Internal Revenue Service is consistent with— 
  (i) the goals and requirements specified in subparagraphs (A) through (D), and 
 
  (ii) the strategic plan developed under paragraph (4). 
 
 
 
  (4) Strategic plan 
  (A) In general The IRS CIO shall develop and implement a multiyear strategic plan for the information technology needs of the Internal Revenue Service. Such plan shall— 
  (i) include performance measurements of such technology and of the implementation of such plan, 
 
  (ii) include a plan for an integrated enterprise architecture of the information technology of the Internal Revenue Service, 
 
  (iii) include and take into account the resources needed to accomplish such plan, 
 
  (iv) take into account planned major acquisitions of information technology by the Internal Revenue Service, including Customer Account Data Engine 2 and the Enterprise Case Management System, and 
 
  (v) align with the needs and strategic plan of the Internal Revenue Service. 
 
 
  (B) Plan updates The IRS CIO shall, not less frequently than annually, review and update the strategic plan under subparagraph (A) (including the plan for an integrated enterprise architecture described in subparagraph (A)(ii)) to take into account the development of new information technology and the needs of the Internal Revenue Service. 
 
 
  (5) Scope of authority 
  (A) Information technology For purposes of this subsection, the term  information technology has the meaning given such term by section 11101 of title 40, United States Code. 
 
  (B) Internal Revenue Service Any reference in this subsection to the Internal Revenue Service includes a reference to all components of the Internal Revenue Service, including— 
  (i) the Office of the Taxpayer Advocate, 
 
  (ii) the Criminal Investigation Division of the Internal Revenue Service, and 
 
  (iii) except as otherwise provided by the Secretary with respect to information technology related to matters described in subsection (b)(3)(B), the Office of the Chief Counsel. 
 
 
 
 . 
 
 
  (b) Independent verification and validation of the Customer Account Data Engine 2 and Enterprise Case Management System 
  (1) In general The Administrator of the Internal Revenue Service shall enter into a contract with an independent reviewer to verify and validate the implementation plans (including the performance milestones and cost estimates included in such plans) developed for the Customer Account Data Engine 2 and the Enterprise Case Management System. 
 
  (2) Deadline for completion  Such contract shall require that such verification and validation be completed not later than the date which is 1 year after the date of the enactment of this Act. 
 
  (3) Application to phases of CADE 2 
  (A) In general Paragraphs (1) and (2) shall not apply to phase 1 of the Customer Account Data Engine 2 and shall apply separately to each other phase. 
 
  (B) Deadline for completing plans Not later than 1 year after the date of the enactment of this Act, the Administrator of the Internal Revenue Service shall complete the development of plans for all phases of the Customer Account Data Engine 2. 
 
  (C) Deadline for completion of verification and validation of plans In the case of any phase after phase 2 of the Customer Account Data Engine 2, paragraph (2) shall be applied by substituting  the date on which the plan for such phase was completed for  the date of the enactment of this Act. 
 
 
 
  (c) Coordination of IRS CIO and Chief Procurement Officer of the Internal Revenue Service 
  (1) In general The Chief Procurement Officer of the Internal Revenue Service shall— 
  (A) identify all significant IRS information technology acquisitions and provide written notification to the Internal Revenue Service Chief Information Officer (hereafter referred to in this subsection as the  IRS CIO) of each such acquisition in advance of such acquisition, and 
 
  (B) regularly consult with the IRS CIO regarding acquisitions of information technology for the Internal Revenue Service, including meeting with the IRS CIO regarding such acquisitions upon request. 
 
 
  (2) Significant IRS information technology acquisitions For purposes of this subsection, the term  significant IRS information technology acquisitions means— 
  (A) any acquisition of information technology for the Internal Revenue Service in excess of $1,000,000, and 
 
  (B) such other acquisitions of information technology for the Internal Revenue Service (or categories of such acquisitions) as the IRS CIO, in consultation with the Chief Procurement Officer of the Internal Revenue Service, may identify. 
 
 
  (3) Scope Terms used in this subsection which are also used in section 7803(f) of the Internal Revenue Code of 1986 (as amended by subsection (a)) shall have the same meaning as when used in such section. 
 
 
 
  202. Development of online accounts and portals 
  (a) In general The Secretary of the Treasury or the Secretary’s delegate (hereafter referred to in this section as the  Secretary) shall— 
  (1) develop secure individualized online accounts to provide services to taxpayers and their designated return preparers, including obtaining taxpayer information, making payment of taxes, sharing documentation, and (to the extent feasible) addressing and correcting issues, and 
 
  (2) develop a process for the acceptance of tax forms, and supporting documentation, in digital or other electronic format. 
 
 
  (b) Electronic services treated as supplemental; application of security standards The Secretary shall ensure that the processes described in subsection (a)— 
  (1) are a supplement to, and not a replacement for, other services provided by the Internal Revenue Service to taxpayers, including face-to-face taxpayer assistance and services provided by phone, and 
 
  (2) comply with applicable security standards and guidelines. 
 
 
  (c) Process for developing online accounts 
  (1) Development of plan Not later than 1 year after the date of the enactment of this Act, the Secretary shall submit to Congress a written report describing the Secretary’s plan for developing the secure individualized online accounts described in subsection (a)(1). Such plan shall address the feasibility of taxpayers addressing and correcting issues through such accounts and whether access to such accounts should be restricted and in what manner. 
 
  (2) Deadline The Secretary shall make every reasonable effort to make the secure individualized online accounts described in subsection (a)(1) available to taxpayers by December 31, 2023. 
 
 
 
  203. Internet platform for Form 1099 filings 
  (a) In general Not later than January 1, 2023, the Secretary of the Treasury or the Secretary’s delegate (hereafter referred to in this section as the  Secretary) shall make available an Internet website or other electronic media, with a user interface and functionality similar to the Business Services Online Suite of Services provided by the Social Security Administration, that will provide access to resources and guidance provided by the Internal Revenue Service and will allow persons to— 
  (1) prepare and file Forms 1099, 
 
  (2) prepare Forms 1099 for distribution to recipients other than the Internal Revenue Service, and 
 
  (3) maintain a record of completed and submitted Forms 1099. 
 
 
  (b) Electronic services treated as supplemental; application of security standards The Secretary shall ensure that the services described in subsection (a)— 
  (1) are a supplement to, and not a replacement for, other services provided by the Internal Revenue Service to taxpayers, and 
 
  (2) comply with applicable security standards and guidelines. 
 
 
 
 
  III Modernization of consent-based income verification system 
  301. Disclosure of taxpayer information for third-party income verification 
  (a) In general Not later than 1 year after the close of the 2-year period described in subsection (d)(1), the Secretary of the Treasury or the Secretary’s delegate (hereafter referred to in this section as the  Secretary) shall implement a program to ensure that any qualified disclosure— 
  (1) is fully automated and accomplished through the Internet, and 
 
  (2) is accomplished in as close to real-time as is practicable. 
 
 
  (b) Qualified disclosure For purposes of this section, the term  qualified disclosure means a disclosure under section 6103(c) of the Internal Revenue Code of 1986 of returns or return information by the Secretary to a person seeking to verify the income or creditworthiness of a taxpayer who is a borrower in the process of a loan application. 
 
  (c) Application of security standards The Secretary shall ensure that the program described in subsection (a) complies with applicable security standards and guidelines. 
 
  (d) User fee 
  (1) In general During the 2-year period beginning on the first day of the 6th calendar month beginning after the date of the enactment of this Act, the Secretary shall assess and collect a fee for qualified disclosures (in addition to any other fee assessed and collected for such disclosures) at such rates as the Secretary determines are sufficient to cover the costs related to implementing the program described in subsection (a), including the costs of any necessary infrastructure or technology. 
 
  (2) Deposit of collections Amounts received from fees assessed and collected under paragraph (1) shall be deposited in, and credited to, an account solely for the purpose of carrying out the activities described in subsection (a). Such amounts shall be available to carry out such activities without need of further appropriation and without fiscal year limitation.  
 
 
 
  302. Limit redisclosures and uses of consent-based disclosures of tax return information 
  (a) In general Section 6103(c) is amended by adding at the end the following:  Persons designated by the taxpayer under this subsection to receive return information shall not use the information for any purpose other than the express purpose for which consent was granted and shall not disclose return information to any other person without the express permission of, or request by, the taxpayer.. 
 
  (b) Application of penalties Section 6103(a)(3) is amended by inserting  subsection (c), after  return information under. 
 
  (c) Effective date The amendments made by this section shall apply to disclosures made after the date of the enactment of this Act. 
 
 
 
  IV Expanded use of electronic systems 
  401. Electronic filing of returns 
  (a) In general Section 6011(e)(2)(A) is amended by striking  250 and inserting  the applicable number of. 
 
  (b) Applicable number Section 6011(e) is amended by adding at the end the following new paragraph: 
  
  (6) Applicable number For purposes of paragraph (2)(A), the applicable number shall be determined in accordance with the following table: 
  (A) in the case of calendar years before 2020, 250, 
 
  (B) in the case of calendar year 2020, 100, and 
 
  (C) in the case of calendar years after 2020, 10. 
 
 . 
 
 
  (c) Returns filed by a tax return preparer Section 6011(e)(3) is amended by adding at the end the following new subparagraph: 
  
  (D) Exception for certain preparers located in areas without internet access The Secretary may waive the requirement of subparagraph (A) if the Secretary determines, on the basis of an application by the tax return preparer, that the preparer cannot meet such requirement by reason of being located in a geographic area which does not have access to internet service (other than dial-up or satellite service). 
 . 
 
 
  (d) Effective date The amendments made by this section shall take effect on the date of the enactment of this Act. 
 
 
  402. Uniform standards for the use of electronic signatures for disclosure authorizations to, and other authorizations of, practitioners Section 6061(b)(3) is amended to read as follows: 
  
  (3) Published guidance 
  (A) In general The Secretary shall publish guidance as appropriate to define and implement any waiver of the signature requirements or any method adopted under paragraph (1). 
 
  (B) Electronic signatures for disclosure authorizations to, and other authorizations of, practitioners Not later than 6 months after the date of the enactment of this subparagraph, the Secretary shall publish guidance to establish uniform standards and procedures for the acceptance of taxpayers’ signatures appearing in electronic form with respect to any request for disclosure of a taxpayer's return or return information under section 6103(c) to a practitioner or any power of attorney granted by a taxpayer to a practitioner. 
 
  (C) Practitioner For purposes of subparagraph (B), the term  practitioner means any individual in good standing who is regulated under section 330 of title 31, United States Code. 
 
 . 
 
 
  403. Payment of taxes by debit and credit cards Section 6311(d)(2) is amended by adding at the end the following:  The preceding sentence shall not apply to the extent that the Secretary ensures that any such fee or other consideration is fully recouped by the Secretary in the form of fees paid to the Secretary by persons paying taxes imposed under subtitle A with credit, debit, or charge cards pursuant to such contract. Notwithstanding the preceding sentence, the Secretary shall seek to minimize the amount of any fee or other consideration that the Secretary pays under any such contract.. 
 
 
 
 
 
 



