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THE GENERAL COUNSEL OF THE TREASURY
WASHINGTON, D.C. 20220

October 22, 1974

Re: Tax Privacy Legislation~—Access
to Tax Returns by U.S. Attorneys

Dear Mr. Buchen:

Following our meeting in your office of last Friday, I
1ave had further conversations with Commissioner Alexander
and with Meade Whitaker concerning their statements of past
abuses by U.S. Attorneys on the privacy of tax returns.
Commissioner Alexander has asked that I send to you the
enclosed copies of memos which he sent to Secretary Simon
and Deputy Secretary Gardner on the subject last month.

Sincerely yours,

- e YA

Richard R. Albrecht

The Honorable

Philip Buchen

Counsel to the President
The White House

Enclosures




MEMORANDUM FOR: 'SECRETARY SIMON

!
1

Date: OLF 177 -

/s/_DeThy
‘From: Commissioner of Internmal Revenue .” 4D “

Subject: Attached Memorandum Discussing Justice Department

- Department of Justice pitch about ''mo problem" and the further
fact that there is indeed a problem -- and a serious one --

Access to Tax Returns

In view of the fact that Mr. Philip Buchen heard the

I recommend that you send a copy of this memorandum to Mr. Buchen
so that he may have the correct picture.

)

Initiator Reviewer Reviewer Reviewer ) Reviéwer Ex. Seci
Surname ' o |
pitials / Date / ' / / / / / -

form 0S-3128
[~ - -t B




























THE WHITE HOUSE
WASHINGTON

10/25/74

To: Mr, Buchen
From: Eva
I have sent copies

to Timmons and Shepard;
also Doug Metz,

Shall we send a copy t
Albrecht osxssume [€5
Geotf~willsomd ?






THE WHITE HOUSE

WASHINGTON

Dear Lowell:

I appreciated the opportunity to discuss with you and Congressman
Litton our mutual interest in legislation to restrict inspection of tax
returns and disclosure of tax return information. I share your
commitment to assuring that such documents and information are
properly protected.

One area of concern to you is the access of the President and White
‘House staff to tax returns. As you know, I have recently addressed
this concern in Executive Order 11805, which regulates and volun-
tarily restricts White House access to tax returns and return informa-
tion. I believe that the terms of my Executive Order are compatible
with the approach embodied in your bill, and I have asked the
Treasury Department to redraft the legislative proposal submitted
by Secretary Simon to include in the bill the operative provisions

of my Executive Order. In the meantime, White House access will
be strictly limited as provided by my Executive Order until legis-
lation is enacted.

You have also expressed concern regarding the availability of tax
returns for general law enforcement purposes and for statistical
compilations by organizations other than the Internal Revenue Service.
Your proposals in these areas have serious implications with respect

to effective criminal enforcement and efficient development of necessary
economic and statistical information. In my view, the consequences of
restrictive legislation in these areas must be carefully weighed before
proceeding. I have, therefore, requested that the Department of
Justice and the Department of Commerce prepare and transmit on my
behalf, before Congress reconvenes, a report containing our views

on each of these matters. I trust that these reports will be helpful in
defining the issues, and I earnestly hope that the Congress will
early hearings to air fully all of the issues . e Fog
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I am certain yYou will do your best to see that this important Subject

receives the careful and thoughtful legislative attention that you and
I agree it deserves .

Sincerely yours ,

Honorable Lowell P . Weicker
United States Senate
Washington, D. C. 20510

-




THE WHITE HOUSE

WASHINGTON

Dear Jerry:

I appreciated the opportunity to discuss with you and Senator
Weicker our mutual interest in legislation to restrict inspection of tax
returns and disclosure of tax return information. I share your
commitment to assuring that such documents and information are
properly protected.

One area of concern to you is the access of the President and White
House staff to tax returns. As you know, I have recently addressed
this concern in Executive Order 11805, which regulates and volun-
tarily restricts White House access to tax returns and return informa-
tion. I believe that the terms of my Executive Order are compatible
with the approach embodied in your bill, and I have asked the
Treasury Department to redraft the legislative proposal submitted
by Secretary Simon to include in the bill the operative provisions
of my Executive Order. In the meantime, White House access will
be strictly limited as provided by my Executive Order until legis-
lation is enacted.

You have also expressed concern regarding the availability of tax
returns for general law enforcement purposes and for statistical
compilations by organizations other than the Internal Revenue Service.
Your proposals in these areas have serious implications with respect
to effective criminal enforcement and efficient development of necessary
economic and statistical information. In my view, the consequences of
restrictive legislation in these areas must be carefully weighed before
proceeding. I have, therefore, requested that the Department of
Justice and the Department of Commerce prepare and transmit on my
behalf, before Congress reconvenes, a report containing our views

on each of these matters. I trust that these reports will be helpful in
defining the issues, and I earnestly hope that the Congress will hold
early hearings to air fully all of the issues.
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I am certain you will do your best to see that this important subject

receives the careful and thoughtful legislative attention that you and
I agree it deserves.

Sincerely yours,

Honorable Jerry Lon Litton
United States House of Representatives
Washington, D. C. 20510







THE WHITE HousE

WASHINGTON 10/24

TO: PHIL BUCHEN

FROM: GEOFF snnm{g .

FYI

COMMENT

The attached is the joint Justice-

Treasury draft. I think the

changes I made are important.

Could I have your response back

as soon as convenient?




THE GENERAL COUNSEL OF THE TREASURY
WASHINGTON, D.C. 20220

October 23, 1974

Dear Jeff:

Pursuant to our discussions at the meeting in
Mr. Buchen's office last Friday, I am enclosing a draft of
a letter that could be sent by the President to Senator
Weicker and Representative Litton. The enclosed draft has
been reviewed by Larry Silberman and has his concurrence.

Please call me concerning any changes you believe
should be made in the letter. We would appreciate
receiving a copy of any letter that is sent to Weicker and
Litton on this subject.

Sincerely yours,

Richard R. Albrecht

Mr. Geoffrey Shepard
Associate Director
Domestic Council Committee
on the Right of Privacy
The White House
Washington, D.C. 20500

Enclosure



DRAFT :RRAlbrecht /MWolfe:jsl 10/23/74

Dear Senator Weicker:

I appreciated the opportunity to discuss with you and
Congressman Litton our mutual interest in legislation to restrict
inépéction of tax returns and disclosure of.tax return information.

I share your commitment to assuring that such documents and informa-
tion are properly protectéd.

One area of concern to you is the access of the President and
Wﬁite House staff to tax returns. As you know, I have recently
addressed this concern in Executive Order 11805, which regulates aﬁd
voluntarily restricts White House access to tax returns and return
information. I believe that the terms of my Executive Order are
compatible with the approach embodied in your bill, and I have
requested fhat the Administration's legislative proposal be redrafted
to include in the bill the operative provisions of my Executive Order.
In the meantime, White House access will be strictly limited as
provided by my Executive Order until legislation is enacted.

You have alsoc expressed concern regarding the availability of
ta# returns for general law enforcement purposes and for statistical
compilations by orgaﬁizations other thaq the Internal Revenue Service.
Your proposals in th;se areas have iégggiggt implications with respect
to effective criminal enforcement and efficient development of necessary

e Comseguinces g reslralive
economic and statistical information. In my view,,legislation in

,05{745/ beffore fmcu,{,kj.
these areas must be carefully eeamsidered. I have, therefore, requested

that the Department of Justice and the Department of Commerce prepare



and transmit on my behalf, before Congress reconvenes, a report
containing our views on each of thése matters. I trust that these
reports will be helpful in defining the issues, and I earnestly hope
that the Congress will hold early hearings to air fully all of the
issues.

I sincerely hope that this important subject will receive the
caréful aqd thoughtful legislative attention that you and I agree it
deserves. |

Sincerely yours,

Gerald R. Ford






THE WHITE HOUSE

WASHINGTON

" October 30, 1974

Dear Jerry:

I appreciated. the opportunity to discuss with you and Senator
Weicker our mutual interest in legislation to restrict inspection of tax
returns and disclosure of tax return information. I share your
commitment to assuring that such documents and information are
properly protected.

One area of concern to you is the access of the President and White
House staff to tax returns. As you know, I have recently addressed
this concern in Executive Order 11805, which regulates and volun-
tarily restricts White House access to tax returns and return informa-
tion. I believe that the terms of my Executive Order are compatible
with the approach embodied in your bill, and I have asked the

- Treasury Department to redraft the legislative proposal submitted
by Secretary Simon to include in the bill the operative provisions

of my Executive Order. In the meantime, White House access will
be strictly limited as provided by my Executive Order until legis-
lation is enacted. :

You have also expressed concern regarding the availability of tax
returns for general law enforcement purposes and for statistical
compilations by organizations other than the Internal Revenue Service.
Your proposals in these areas have serious implications with respect
to effective criminal enforcement and efficient development of necessary
economic and statistical information. In my view, the consequences of
restrictive legislation in these areas must be carefully weighed before
proceeding. I have, therefore, requested that the Department of
Justice and the Department of Commerce prepare and transmit on my
behalf, before Congress reconvenes, a report containing our views

on each of these matters. I'trust that these reports will be helpful in
defining the issues, and I earnestly hope that the Congress will hold
early hearings to air fully all of the issues. N
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I am certain you will do your best to see that this important subject

receives the careful and thoughtful legislative attention that you and
I agree it deserves.

Sincerely yours,

il R IA ‘

Honorable Jerry Lon Litton
United States House of Representatives
Washington, D. C. 20510
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THE WHITE HOUSE

WASHINGTON

October 30, 1974

Dear Lowell:

I appreciated the opportunity to discuss with you and Congressman
Litton our mutual interest in legislation to restrict inspection of tax
returns and disclosure of tax return information. I share your
commitment to assuring that such documents and information are
properly protected.

One area of concern to you is the access of the President and White
House staff to tax returns. As you know, I have recently addressed
this concern in Executive Order 11805, which regulates and volun-
tarily restricts White House access to tax returns and return informa-
tion. I believe that the terms of my Executive Order are compatible
with the approach embodied in your bill, and I have asked the
Treasury Department to redraft the legislative proposal submitted
by Secretary Simon to include in the bill the operative provisions

of my Executive Order. In the meantime, White House access will
be strictly limited as provided by my Executive Order until legis-
lation is enacted.

You have also expressed concern regarding the availability of tax
returns for general law enforcement purposes and for statistical
compilations by organizations other than the Internal Revenue Service.
Your proposals in these areas have serious implications with respect

to effective criminal enforcement and efficient development of necessary
economic and statistical information. In my view, the consequences of
restrictive legislation in these areas must be carefully weighed before
proceeding. I have, therefore, requested that the Department of
Justice and the Department of Commerce prepare and transmit on my
behalf, before Congress reconvenes, a report containing our views

on each of these matters. I trust that these reports will be helpful in
defining the issues, and I earnestly hope that the Congress will hold
early hearings to air fully all of the issues.,




-2-

I am certain you will do your best to see that this important subject
receives the careful and thoughtful legislative attention that you and
I agree it deserves,

Sincerely yours, y rr,[

Honorable Lowell P. Weicker
United States Senate

Washington, D. C. 20510




THE WHITE HOUSE

WASHINGTON

October 25, 1974

MEMORANDUM FOR: THE PRESIDENT
FROM: PHIL BUCHEN /)7 W 6
SUBJECT: Inspection of Tax Returns

Attached are the letters which I have prepared as a follow-up to your
meeting with Senator Weicker and Representative Litton.

These should serve to clear up any ambiguity as to your position, as
well as give the affected agencies appropriate guidance in the subject
matter.

Treasury and Justice jointly drafted the letter. Ash, Cole, Timmons and
I all recommend that you sign the letters.

Attachments
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DOMESTIC COUNCIL COMMITTEE ON THE RIGHT OF PRIVACY

WASHINGTON, D.C. 20504

March 4, 1975

MEMORANDUM FOR: PHIL. BUCHEN
FROM: DOUG METZW |
SUBJECT: : Treasury Taxpayer Privacy

Legi slation

The current situation in respect to the above=-referenced legislation
is reflected in my attached memorandum to Dick Albrecht, Treasury.
We are coordinating with OMB, which shares our view on the issues
needing resolution before presenting final recommendations to

you -~ hopefully by the end of next week.

DWM/fme

Attachment



DOMESTIC COUNCIL COMMITTEE ON THE RIGHT OF PRIVACY

WASHINGTON, D.C. 20504

March 3, 1975

MEMORANDUM FOR: . . RICHARD R. ALBRECHT
. A ) :
FROM: - | DOUGLAS . W. METZD’M
/‘/' N -
SUBJECT: . A . Treasury Proposed Legislation on
' ' g N : ‘Privacy of Tax Returns

\

- Pursuant to our telephd'n\’e conversation, I am noting below some questions
we have concerning the tax return privacy bill currently in the OMB
clearance process.

Our basic concern is the adequacy of the justification for an approach which
supersedes the Privacy Act of 1974; thus opening the door for other agencies
to seek similar legislation. The Treasury bill appears to be inconsistent
with P. L. 93-579 in the following respects:

(1) Ittreats all of Treasury as a single agency so that any
officer or employee of the Department could have ""need
to know'' access to tax returns and tax return information;

(2) It has no public notice requirement and no requirement
to inform taxpayers of the uses that may be made of the
information they are required to provide;

(3) It does not require an accounting of disclosures made
(2) to anyone within the Treasury Department, (b) to the
Justice Department for tax administration purposes,
(c) at the discretion of the Secretary (i.e., to recipients
other than those expressly authorized in the bill), (d) for
non-tax purposes, and (e) in responses to requests for
taxpayer identification information.

(4) It, in effect, forbids taxpayer access to the limited
accounting that is required to be made of disclosures

_Fop

. . SR o
of return and return information; ,_.;,"' >\
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(5) It permits the withholding of return information from the
taxpayer to whom it pertains at the discretion of the
Secretary or his delegate, rather than requiring the
Secretary to go through an exemption by rule-making
procedure like that provided in subsection (k) (2) of
P, L. 93-579;

(6) It says that determinations to withhold return information
shall not be subject to judicial review;

(7) It see\ks to regulate the behavior of contractors through

' regulations whose content shall be decided at the dis-
cretion of the Secretary; '

¢ )
(8) - It establishes the IRS as a whereabouts "locator" service
for Federal and State agencies;

(9) It would exempt IRS and other units of the Treasury
Department from the requirement in P. L. 93-579 to
report to OMB, the Congress, and the Privacy Commission
on new systems and changes in systems that contain tax
returns and return information;

(10) It would naysay a recent court decision on public access
under the FolA to so-called ""private tax rulings'; and

(11) Its provision allowing disclosures to correct misstatements
of fact in the press has no readily recognized precedent.

As agreed, we should meet after you have reacted to the above points. In
summary, our current thinking leans toward a legislative proposal governing
third-party access, i.e., leaving the individual access, correction, and
challenge provisions of P. L. 93-579 intact but tightening the ""conditions

of disclosure' as they would apply to IRS records on individuals.

cc: Robert P. Bedell

e



N

. cc: Mr. Buchen

DOMESTIC COUNCIL COMMITTEE ON THE RIGHT OF PRIVACY

WASHINGTON, D.C. 20504

April 17, 1975

MEMORANDUM FOR: DICK ALBRECHT
FROM: . DOUG METW
SUBJECT: Treasury Taxpayer Privacy Legislation

i

At today's meeting of Treasury and IRS officials with
representatives of the Domestic Council, OMB, Vice
President and Privacy Committee, it was decided that
Treasury should develop several issues and options
papers as vehicles for early resolution of questions
concerning needed additional confidentiality safeguards
for tax returns and tax information to be implemented
by way of either administrative or legislative action.

Among the questions identified as candidates for individual
papers were:

(1) The utilization of the Privacy Act for
collateral attacks on determinations of
individual tax liability.

(2) The appropriateness of having Congress alone
determine the conditions of 3rd party access
to tax returns and tax return information.

(3) The appropriateness of circumscribing tax-
payer access to IRS records pertaining to
him in a way that narrows the provisions
of the Privacy Act, the IRS Code and existing
Executive orders and regulations. e TV

&~
<
(4) The appropriateness of single or separate J;?
standards of confidentiality protection for & w5/
individual and non-individual tax returns and e

tax return information.




(5) The adequacy of the Privacy Act's ""routine use!
exception as a vehicle for providing third-
party access to income tax returns and
return information.

(6) The adequacy of the Privacy Act's criminal
penalties and civil sanctions on improper
~ disclosures by agencies which obtain individ-
uval tax returns and tax return information
from IRS. '

(7) Any specific limitations deemed desirable
by Treasury on current access by third
parties to tax returns and tax return
information.

This list should be supplemented by you to assure that all
issues of concern to the Treasury and IRS are raised and

evaluated,

We can talk further about the list on Monday at 5:00 pm in
your office.

As discussed at the meeting we should target receipt of the
issue papers by this office by c.o0.b. May 1.

DWM/crs
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May 12, 1975

Honorable Calvin J. Collier
General Counsel

Office of Management and Budget
Washington, D. C. 20503

Dear Cal:

As you recall, last fall Senator Weicker and others were vigorously
pursuing an amendment to pending 'privacy' legislation that would, for
all practical purposes, have limited access to and use of Federal income
tax data to the IRS alone. At President Ford's request, Commerce
prepared a full white paper on the historic and essential use of selected
tax information in the census and economic analysis work of SESA, for
use in discussions with the Congress.

Notwithstanding the President's concern and our efforts, Senator Weicker
prevailed in the form of an undebated, last-minute floor amendment of

the privacy legislation which would have cut off this essential and ancillary
use of tax information.

Wkile the amendment was deleted from the final enactment, new bills,

S. 199, H.R. 616 and duplicate House bills, which seek again to cut off
even legitimate statistical use of tax information, now enjoy a total of
247 sponsors. As one approach to meeting this threat, Secretary Morton
has sent to these sponsors an abbreviated version of the white paper,

per enclosure.

A further essential step is early agreement upon and introduction of
Treasury's omnibus measure on use of tax information which is now
pending in OMB. Commissioner Alexander recently testified against the
"meat-axe' approach of S. 199 and the companion House bills, urging,
instead, the Treasury bill as the right place to start. Assistant Secretary
for Economic Affairs Jim Pate, together with Jim Ravlin of my office,
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are available at any time to assist in resolving whatever differ-

ences may be holding up transmittal of that important bill to the Hill.
I understand that Phil Buchen is also interested in moving that legis-
lation along.

'

Sincerely,

Kol L. Bakke_

Karl E. Bakke
General Counsel

Enclosure

Copy to:

hilip W. Buchen, Executive Director, Privacy Committee
Richard C. Albrecht, General Counsel, Department of Treasury
Meade Whitaker, General Counsel, Internal Revenue Service
Harold R. Tyler, Jr., Deputy Attorney General
Dcuglas Metz, Deputy Executive Director, Privacy Committee



USE OF TAX DATA IN THE STRUCTURING OF BASIC ECONOMIC TOOLS

The Job of the Bureaus of Census and Economic Analysis

The Bureaus of the Census and Economic Analysis, comprising the
Social and Economic Statistical Administration of the Department of
Commerce, necessarily use selected tax return information, principally
corporate, in structuring such basic and complex economic tools as the

- Quinquennial Economic and Agricultural Censuses,

- the critical National Economic Accounts, including the "GNP"
and Balance-of-Payments Accounts and related key economic
indices,

- the several essential Industrial, Wholesale and Trade Censuses,

- the Current Economic Indicators in both the industrial and
distributive areas, and

- revenue sharing data which now control the distribution of over
$5 billion in Federal funds annually,

This highly confidential and strictly statistical ancillary use of tax infor-
mation dates back over a quarter of a century. It is subject to tight
statutory controls (13 U.S.C. 9 and 15 U.S. C. 176(a)) geared expressly

to these strictly statistical and economic analyses mandated by Congress.
Neither Bureau is involved in direct determinations about either individual
people or individual businesses. Neither has fiscal, regulatory, promo-
tional, or revenue authority. This emphasis upon, and restriction to,
statistical and analytical function is unique in the Government; and the
25-year long record of confidential use of tax information is spotless.

Together, Census and BEA are the Government's centralized statistical
source. They serve the Joint Economic Committee- -the Joint Committee
on Internal Revenue Taxation--the Senate Committees on Banking, Housing,
and Urban Affairs; Finance; Foreign Relations; and Public Works--~the
House Committees on Ways and Means, International Relations, Labor and
Education, and Public Works--the President--the Council of Economic
Advisers--the Federal Reserve Board--the Domestic Council--~and the
Treasury, Labor, and other Departments--as well as industry, agriculture,
and labor. There is no broader constituency.

The sole mandate and mission of Census/BEA is to produce statistical
tools of ever finer precision, on ever accelerated schedules, reflecting
critical movements in our ever more complex economy. In meeting thig;

<

requirement, two additional Congressional conditions are assidu,(ii,isly «

-

observed--also largely through the limited use of tax informations -namel
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- The reporting burden on all respondents is to be minimized by
cutting out needless duplication of Governmental information
solicitation—-particularly in the small business area.

- The spiralling costs and wide errors which characterize the
direct canvass of information in many sectors of the economy
are also to cut to the minimum.

The need for both Precision and timeliness was never greater than in
today's troubled and contradictory domestic economy, amidst wide
and deep international change. Yet both quality and worth are now
seriously threatened by legislative proposals which would cut off the

absolutely depend.

Denial of Tax Information Will Deteriorate Economic Intelligence

A few deplorable insensitivities and abuses in the use of tax return infor-
mation have led to such stringent, far-reaching legislative proposals as
S. 199 and H.R. 616. While the Census/BEA record is inviolate, these
backlash measures would nonetheless incisively cut off the highly confi-
dential and selective use of tax information in the structuring of these
basic economic tools, They would--in today's economic adversity--
turn the calendar back to the much cruder tools of years past.

Yet there has been no single instance--over decades--in which these
solely statistical uses of tax data violated the privacy of any individual
or the confidentiality of any tax return information. With no abuse to
remedy, the wide sweep of these measures, as applied to Census/BEA,
would nonetheless

- seriously deteriorate the quality of both the Economic and
Agricultural Censuses,

- materially impair the reliability of such critical economic tools
as the "GNP" and Balance of Payments Accounts,

- significantly delay the availability of essential economic data,

- force discontinuation of some of the Current Economic Indicators,

- necessitate devising new revenue sharing mechanisms,

- render "before' and Mafter' economic data non-comparable,
destroying vital trend information,

- substantially increase the cost of inferior statistical and economic
products, and

- 1impose burdensome multiplicity of reporting on the full fs;?%effugz
of the business community, ot <
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The heart of the Federal statistical system is truly at stake--and for no
reason at all. All identifiable information which is provided to Census/BEA,
the government's economic toolmaker, whether through direct canvass

or from such other sources as IRS and the Social Security Administration,

is protected by strict and specific legal safeguards against either improper
use or disclosure. They date back to 1879--long predating either the income
tax or Social Security. These special statutory safeguards are unique.

Both the long-standing record of fidelity and quality of statistics and the
imperative need for continuing access to tax return information for statis-
tical purposes were affirmed by the Congress only weeks ago in the trans-
fer exemption included in enacting the Privacy Act of 1974, It expressly
and specifically permits the transfer of information about individuals

to Census for statistical purposes. The recognition of, and provision for,
this need is unique.

Census is authorized by law to solicit directly the same information now
derived from tax returns. Years ago Census used direct canvass methods.
But that duplication today would be costly, less accurate, and needles sly
burdensome on respondents, particularly upon small business. Cutting off
the IRS source would, however, abrogate neither the need for, nor the use
of, the information in question. .

The narrow statistical and analytmal role of Census/BEA is unique, The
service role to the entire Government--all levels--is unique. The special
long-standing safeguards for data obtained either directly or from other
agencies are unique, as is the continuous record of unbroken trust. The
new Privacy Act exception is unique. None of the privacy, political, or
proliferation concerns which gave rise to the pending legislative proposals
is involved. The case is sui generis.

Integrated Analytical Responsibilities Cannot Be Splintered

S. 199, H.R. 6167, and related bills incorrectly assume that the IRS could
meet the requirements of Census and BEA simply by providing tabulations
or aggregations of data. That simply would not be a workable substitute

for direct access by Census/BEA to selected identifiable tax information.

The use of tax data is an organic part of a whole mix of information (which
includes confidential Census data that, by law, are not available to IRS),

of specialized technical and analytical skills, and of resources fully dedi-
cated specifically to these statistical and analytical requirements. Only
serious deterioration of these basic statistical and economic products could
result from endeavoring to fragmentize what has always been an 1ntegra'teﬁ“$’*
responsibility.
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The Economic and Agricultural Censuses

Tax lists accurately define the population for the Economic and Agricultural
Censuses. No other source can approach either their accuracy or the time-
liness for this purpose. Only these lists accurately reflect business and
agricultural entries and quits. They enable Census readily and scientifically
to select and apply efficient sampling procedures. They permit automatic
elimination of millions of businesses thus determined not to be within the
scope of a particular census. They eliminate need for cumbersome enumera-
tion by direct canvass. The Agricultural Census, for example, is now handled,
on the basis of tax lists and other information, entirely by mail.

Census needs neither hard copy tax returns nor reproductions of returns on
tape or disc. Subject to an exception to be noted, Census does not require
figures on corporate net income, tax liability, costs, investment, deprecia-
tion, borrowing, net worth, and so on. Census is advised by IRS simply of
the business type and size codes, gross receipts, dollar payroll and number
of employees. This limited information enables Census to extrapolate from
its own samplings to the universe. This is not tax information, and there
are no voices from either business or agriculture which object to the effici-

ency of this integration of economic data. .,
/

Data Essential to Structuring the "GNP"

Census needs more detailed financial data on the 100, 000 or so corporations
covered by the IRS publication '"Statistics of Income. ' Again, this data does
not and cannot involve Census access to, or probing of, taxpayer data of

its own selection. The reason Census needs this selective data is somewhat
complex, but nonetheless very important. IRS data is based on a ''legal
entity'' or taxpayer concept. Thus, a conglomerate in many lines of business
with many plants and outlets is one taxpayer to IRS. But Census, for many
reasons, reports on an 'establishment' basis~--~and establishment data and
data refined as to type of business are essential to ""GNP' and other basic
economic analyses. Again, a mix of confidential data is involved.

The availability of identifiable data behind the ""Statistics of Income' publi-
cation also enables Census to create a critical "link" which permits trans-
lation by economists between ''legal entity' and "establishment' data. This

is not an esoteric exercise; on the contrary, it is indispensable to the creation
and use of basic economic indicators.
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Bureau of Economic Analysis

BEA's professional economists and statisticians draw on many sources

for essential information for the National Economic Accounts, but their
primary sources are Census and, in a limited but important way, IRS.

BEA requires and has access to full tax information on less than 1, 000
corporations. There is no other way the '""GNP' and other critical accounts
could be accurately structured.

These data are also needed by BEA for necessary adjustments when sig-
nificant changes in tax accounting practice and tax law interpretation distort
the reflection of underlying economic facts and impair comparability of

data over time. Access to these data enables BEA to construct extrapo-
lators to move rapidly from sample to universe without duplicative reporting
burden on the corporate community. Both Census and tax data are also
essential to fixing critical benchmarks for economic analysis work. Limited
IRS information is also essential in the conduct of statutorily mandated
surveys of U.S. foreign investment and foreign investment in the U. S.

Some of this very basic product would come to a standstill if BEA were to
be deprived of access to corporate tax data, and other elements of the

product would be seriously degraded.

Use of Tax Information about Individuals

Finally, Census (but not BEA) uses personal income tax data in three ways.
First, minute samplings of individual returns are used in evaluation of

" Decennial Censuses and various statistical surveys. To effect this essen-
tial evaluation, the data necessarily include Social Security numbers and
addresses, but not taxpayer names. Second, the same low level of sample
is used for Current Population Surveys, which include per capita income
data and serve periodically to update the Decennial Census. Being only
partial data, as to a very small number of taxpayers, selected by random
methods, the information is not amenable to political or other abuse.
Given the usefulness of, and need for, both functions, either this miniscule
access to partial tax data on individuals must be available to Census or

the law must be changed to permit full disclosure of confidential Census
data to IRS. IRS would then have to be staffed to handle these Census
functions.

The third use of individual tax data is made in preparing and updating . o2y,
revenue-sharing bases keyed to population, per capita income by areas, -
and other fixed factors. While this statutory function necessarily covers h
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the full spectrum of the population (hence all individual taxpayers, rather
than a sample), this use involves only selected information. Use of Social
Security numbers is necessary to determine migration patterns and volume.
The resulting revenue-sharing data are, of course, important to and used
by Federal, State and local governments. Perfection of the techniques
involved is evolutionary, and again a meld of confidential information is
involved.

Conclusion

The Department of Commerce agrees unqualifiedly that misuse of tax infor-
mation, personal or corporate, is reprehensible and that any such invasions
of privacy and violations of trust should be subject to severe statutory sanc-
tions.,

The Privacy Act is a long step forward in this direction, and the strict
administrative safeguards contained in Executive Order 11805 pertaining to
Presidential access is open to codification if Congress wishes.

Congress long since put a strong statutory band around all confidential infor-
mation used by Census and BEA, regardless of source. There has not been
a single instance of abuse by either Census or BEA, and there is abundant
evidence that the data compiled by these agencies are indispensable and that
the accuracy and completeness of such data are of direct concern across the
entire spectrum of Federal, State, and local government economic analysis,
planning, and action.

Finally, there is simply no way to bifurcate the highly specialized and tech-
nical economic analyses of Census and BEA. Seeking surgically to sever
parts of integrated procedures and to graft them onto the IRS, the Social
Security Administration, or any other agency will not work. Nor is there
either abuse or complaint to be addressed.

This case is not made on account of particular bureaus--rather, it is an
urgent pleading on behalf of the Nation's economy.

The United Statés Department of Commerce
May 2, 1975



















FOR IMMEDIATE RELEASE SEPTEMBER 20, 1974

Office of the White House Press Secretary

THE WHITE HOUSE

FACT SHEET

On Executive order entitled "Insgection by President and

Certaln Desi natea"Emglo%ees o e te House Office of

Tax Returns Made Under the nternal Revenue Code of 19547

An Executive order limiting White House access to tax
returns was issued by the President today. The order
was 1ssued under authority vested in him by the
Constitution.

In the past, regulations issued by the Treasury Department
and approved by the President pursuant to Section 6103 of
the Internal Revenue Code have placed strict limitations
upon agency and public access to tax return information.
However, there have been no explicit legal restrictions
upon White House access.

The Executive order sets forth strict and legally binding
procedures by which the President's access will be governed
as well as access by members of his staff. Under this
Order, the President must personally specify in writing

the returns desired and must personally designate in
writing the member of his staff who is authorized to see
the returns on his behalf.

On September 11, 1974, the Secretary of the Treasury
submitted to Congress proposed legislation to 1limit
generally access to tax returns and related information.
The Order issued today complements this proposal, but

is effective immediately.
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FOR IMMEDIATE RELEASE September 20, 1974
Office of the White House Press Secretary

THE WHITE HOUSE

EXECUTIVE ORDER

INSPECTION BY PRESIDENT AND CERTAIN DESIGNATED
EMPLOYEES OF THE WHITE HOUSE OFFICE OF TAX
RETURNS MADE UNDER THE
INTERNAL REVENUE CODE OF 1954

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

Any such request for delivery or inspection shall be
addressed to the Secretary of the Treasury or his delegate
and shall state: (i) the name and address of the taxpayer:
whose return 1s to be inspected, (i1) the kind of return
or returns which are to be inspected, and (1ii) the taxable
period or periods covered by such return or returns.

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

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

GERALD R. FORD

THE WHITE HOUSE,
September 20, 1974 4 W&
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