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INTRODUCTION
The Senate Finance Committee's Subcommittee on Oversight of
the Internal Revenue Service has scheduled a hearing on June 2, 1981,
on S. 850, the Taxpayers' Bill of Rights Act (introduced by Senator
Baueus).
The bill deals with the following areas of tax administration procedures and tax payment requirements: (1) establishment of an independent taxpayer's ombudsman in the IRS; (2) provide administrativea ppeal of tax liens; (3) revision of rules relating to levies and
seizures of property for collection of taxes; (4) setting time requirements for issuance of Treasury Regulations; (5) modifying estimated
income tax payment requirements for individuals; and (6) changing
the rule for time of furnishing Forms W -2 to terminated employees
This pamphlet, prepared in connection with the hearing, contains
four parts. The first part is a summary of present law and the bill.
The second part is a discussion of present law and procedures relating
to the items considered in the bill. The third part provides a listing
and brief discussion of issues raised by the bill. Part four provides
a more detailed description of the provisions of S. 850, including effectiy~ dates and the revenue costs of the estimated tax payment
prOVISIon.
(l)

I. SUMMARY

A. Present Law
IRS taxpayer services
The Internal Revenue Service currently provides a number of taxpayer services. These services are provided in three major ways: (1)
telephone assistance, (2) walk-in assistance, and (3) taxpayer information and education programs.
The Problem Resolution Program (PRP) was established within
the IRS for the purpose of providing special attention for persistent
taxpayer problems and complaints that are not resolved in a prompt
or proper manner through normal procedures. The Taxpayer Ombudsman, an IRS employee, administers the Problem Resolution Program
and exercises other runctiollB on behalf of taxpayers.

Tax liens
Under present law, if a taxpayer refuses to pay tax after a tax assessment has been made and the payment has been demanded, the tax
owed becomes a lien in favor of the United States on all property
owned by the taxpayer. Present law contains very specific and detailed rules concerning lien priorities and the recordation of liens.
There are no administrative procedures for appealing the imposition
of a Federal tax lien. (However, there are several opportunities for
appeal prior to the assessment of tax.)

Seizure of property for the collection of taxes
In general, if 'a person who is liable to pay tax, after an assessment
has been made, neglects or refuses to do so within ten days after notice
and demand, the tax may be collected by levy upon that person's
property. However, there are several types of property, including a
portion ofa taxpayer's wages, that" are exempt from levy. The
Secretary of the Treasury is not required to obtain a court order
before making a levy.

Issuance of Treasury Regulations
Present law does not impose time limitatiollB upon the issu'ance of
Treasury Regulations. Often, the regulations process can take a substantial amount of time because of the number of levels of review involved, the resource limitations of the Treasury Department, and
the input that must be received from persons within and without
the Treasury Department.

Installment payments of estimated taxes by individuals
Present law generally requires individuals to make quarterly declarations and payments of estimated taxes if their tax lis.bi'lity is expected to exceed withheld taxes by $100 or more. Farmers and fisher(2)
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men generally may wait until January 15 of the following year to
declare and pay estimated tax.
Time for furnishing Forms W -2 to terminated employees
In general, employees who terminate employment prior to the close
of the calendar year must be provided with Forms W -2 at the time
of their last salary payment.

B. Summary of S. 850
1. Establishment of an Office of Ombudsman
The bill would establish an independent Ombudsman, within the
IRS, who would be appointed by the President, by and with the
advice and consent of the Senate. The Ombudsman primarily would
be an advocate for taxpayers' rights. In addition, the Ombudsman
would be permitted to take certain actions on behalf of taxpayers
who are suffering from unusual hardships because of the manner in
which the tax laws are being administered by the IRS.
2. Administrative appeal of tax liens
Under the bill, a taxpayer would be able to appeal, administratively, the imposition of Jien upon his property.
3. Revision of rules relating to property levies
In general, the bill would require the Secretary of the Treasury
to obtain a court order prior to making a levy upon property. A
taxpayer also would be permitted to appeal a decision by the Secretary to make a levy.
4. Time requirements for issuance of Treasury Regulations
In general, the bill would require that Treasury Regulations be
issued within 18 months after an amendment to the Internal Revenue
Code is enacted. If this time limitation is not met, then a taxpayer
who is contesting an issue with respect to which regulations have
not been promulgated would be permitted t9 rely on any reasonable
position regardless of what is contained in the regulations when
promulgated.
5. Installment payments of estimated income tax by individuals
Under the bill, declarations of estimated income tax would not be
required. Instead, individuals would make quarterly payments of estimated taxes from the time they first meet the estimated tax payment
requirements. Furthermore, estimated tax payments would not be reqmred if an individual's annual estimated tax could reasonably be expected to be less than $300. Moreover, the bill would give farmers and
fishermen the option to wait until March 1 of the succeeding taxable
year to make full payment of their estimated taxes.
6. Time for furnishing Forms W -2 to terminated employees
In general, the bill would permit an employer to furnish
Forms W-2 to employees who terminate employment during the calendar year at the same time as thev are furnished to all other employees (that is, by January 31 of the succeeding calend~r year).

a
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II. PRESENT LAW
A. Overview of Taxpayer Services Provided by the Internal
Revenue Service
1. Programs under the Assistant Commissioner of Internal Revenue (Taxpayer Service and Returns Processing)
In general
The Internal Revenue Service conducts a year-round tax information program in each of its 7 regions, 58 internal revenue districts, 10
internal revenue service centers, and in various foreign countries
(through .the IRS Office of International Operations). The basic
assistance part of the program is operated by a Taxpayers Service
Division under the supervision of the Assistant Commissioner of Internal Revenue (Taxpayer Service and Returns Processing). Assistance ranges from interpreting technical provisions of the tax law and
assisting taxpayers in preparmg their returns to answering questions
on tax account status and furnishing forms requested by taxpayers.
In addition, sinoo 1977, the Service has operated a special Problem
Resolution Program (discussed below) to handle-situations in which
nOmlal procedures are considered inadequate.
Taxpayer assistance is provided by three principal methods: telephone assistance, assistance to taxpayers who walk into an Internal
Revenue Service office, and taxpayer information and education programs, including programs directed at special groups.

Telephone assistance
A toll~free telephone network, centralized in 57 answering locations,
allows taxpayers to call IRS personnel for tax assistance. This service
covers all of the United States, Puerto Rico, and the Virgin Islands.
In addition, asSistance is provided without cost to deaf and hearingimpaired taxpayers through a television/telephone/teletypewriter
system.
-

Walk-in taxpayer assistance
The walk-in. taxpayer assistance program is available both at permanent and temporary (during the filing season) sites located throughout the country. (During the 1980 fiscal year, the IRS offered this
assistance at 702 permanent and 142 temporary offices.) The scope of
the program includes answering taxpayer questions, furnishing tax
forms and publications, assisting in preparation of returns for taxpayers, and reviewing returns completed by taxpayers.

Taxpayer information and education
In addition to its telephone and walk-in assistance programs, the
IRS presently conducts a vear-round public information program with
special emphl'LSis on the filing period (January through April). This
program includes training participants in several volunteer programs
and supervising the programs, directing educational programs for
hl;xpayers, a!ld preparing media efforts for targeted groups and the
general publIc.
The Volunteer Income Tax ' Assistance Program (VITA), begun
in 1969, provides assistance in completing tax returns to low-income,
(5)

elderly, and non-English speaking persons who have difficulty obtaining assistance from paid tax return preparers or IRS walk-ill assistance personnel: Community volunteers are trained by the IRS in simple tax return preparation skills. These individuals then offer free tax
return preparation assistance in neighborhood locations throughout
the country.
Tax Counseling for the Elderly, a similar volunteer program, was
established by the Revenue Act of 1978, to help meet the special tax
needs of persons aged 60 and older. Under this program, the IRS
enters into agreements with selected nonprofit organizations which
provide volunteers to furnish tax assistance to the elderly. The volunteers are reimbursed by the IRS, through the sponsoring organizations, for out-of-pocket expenses incurred in providing the assIstance.
The Student Tax Clinic Program is conducted at 15 colleges and
universities across the country. Under this program, law and graduate
accounting students represent low-income taxpayers before the IRS in
examination and appeal proceedings.
Small Business Workshops and Tax Practitioner Institutes are conducted in each internal revenue district to educate small businessmen
and tax practitioners on recent tax developments which may affect
them.
Disaster and Emergency Assistance Programs are conducted by
IRS in cooperation with other government agencies to provide specialized tax information to victims of major disasters and emergencies.
The Understanding Taxes and Fundamentals of Tax Preparation Programs provide free student publications to high schools and
colleges. Additionally, under this program, IRS employees may meet
with teachers to explain these publications and answer questions on
tax laws and procedures.

2. Problem Resolution Program and Office of the Taxpayer
Ombudsman
In 1977, the Internal Revenue Service implemented a taxpayer complaint handling svstem, known as the Problem Resolution Program
(PRP) , in each of its districts. Under this program, there is a Problem
Resolution Officer in, each district who reports directly to the district
director. In 1979, this program was expanded to cover all Internal
Rev4;\nue Service centers, as well as districts.
PRP was established to handle taxpayers' problems and complaints
not promptly or properly resolved through normal procedures, or those
problems which taxpayers believe have not received appropriate attention. In addition, the program provides for the analysis of problems
resolved by it to determine their underlying causes so corrective action
can be tl'l,ken to nrevent their recurrence.
In 1979, the IRS established 'a Taxpayer Ombudsman in the Office
of the Commissioner of Internal Revenue. The Ombudsman works
under the direct superviRion of the Deputy Commissioner of Internal
Revenue. The responsibilities of the Ombudsman include the administration of the Problem Resolution Program; representation of taxpayer interests and concerns within the IRS decision-making process;
review of IRS policies and procedures for possible adverse effects on
taxpayers; proposal of ideas on tax 'a dministration that will benefit
taxpayers; and reoresentation of taxpayer views in the design of tax
forms and instructions.

B. Tax Liens
Assessment of tax

.Present law !1uthorizes and

requir~

the Secretary of the Treasury

to mah;e assessments of all taxes, imposed by the Internal Revenue

Code, which have not been duly paid (Code sec. 6201 (a) ). Under
Treasury Regulations, this authority has been delegated to the district
director for the district in which the taxpayer's property is located
(Treas. Reg! sec. 301.6201-1). In general, under the assessment procedure, the district director records the liability of the taxpayer and,
upon request, furnishes the taxpayer with a record of the assessment.
If income, estate, or <Tift tax liability is understated on a tax return
(or, if no tax return is flIed), the amount of the deficiency becomes the
assessment amount. The deficiency ( assessment amount) is, in
general, the excess of tax due over the tax shown on the tax return
(Code sec. 6211 (a) ). The taxpayer is notified of a deficiency, generally .after qompletjon of the audit process, through a Notice of
Deficiency, which is sent by certified mail or registered mail to the
taxpayer;s last known address' (Code •sec: 6212). Within 90 days
(150 days if the taxpayer is outside the United States) from the date
the NotIce of Deficiency is mailed, the taxpayer may petition the Tax:
Court for a redetermination of the defidency. Thus, with the exception of certain types of assessments (for example, termination assessments and jeopardy asseg;;ments authorized under Code sees. 6851 and
6861), an assessment may not be made until the 90-day period for
petitioning the Tax Court expires or until a decision of the Tax Court
becomes fina1. 1
After the tax has been assessed, the taxpayer must receive, within
60 days, a notice ("Notice of Demand") stating the amount of the unpaid tax and demanding payment thereof (Code sec. 6303). The N0. tice of Demand is left at the dwelling or usual place of business of the
taxpayer or mailed to the taxpayer's last known address. However,
a 60-day notice is not required if the deficiency has been redetermined
by the Tax Court. The redetermined deficiency is ~ when the
decision of the Tax Court. has become final and is due immediately
upon notice and demand (Code sec. 6215).
Imposition of tax lien

If, after the tax has been assessed and payment has been demanded,
the taxpayer refuses to pay, then the amount owed becomes a lien in
favor of the United States on all property and rights to property,
whether real or personal, belonging to the taxpayer (Code sec. 6321).
The lien arises at the time the assessment is made and, unless removed
. 1 The Tax Court is not the only judicial forum in which the taxpayer can con.
test his or her tax liability. The taxpayer also may contest the liability in a
Federal district court or the Court of Claims by paying the tax and filing a suit
for refund. Liability for taxes other than income, estate, and gift taxes can be
litigated only by refund suits.
(7)
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or released, continues until the tax has been paid or until the lien
becomes unenforceable by reason of lapse of time (Code sec. 6322).2
Tax lien priorities
A Federal tax lien is not valid against any purchaser, ' holder of a
security interest., mechanic's lienor, or judgment lien creditor until
a notice of the lien has been properly filed (Code sec. 6323(a) ).3
Moreover, certain commercial transactions financing agreements are
protected against a Federal tax lien even though notice of the lien
has been filed (Code sec. 6323 ( c) ). ~ Such a transaction generally is
protected if the tmnsaction takes place pursuant to a wntten agreement entered into with the taxpayer before the date of the filing of
the notice of the lien, and is protected under local law -against a jl!dgment lien arising, as of the time of the tax lien filing, out of an unsecured obligation. In addition, if these requirement.s are met, security
interests, created within 45 days after the tax lien is filed, in property
existing at the time of filing, also are protected (Code sec. 6323 ( d) ) .
Ten types of transactions are protected against Federal tax liens
without regard to when a purchaser'S" creditor's or lienholder's
interest in the taxpayer's property arose (Code sec. 6323(b». A Federal tax lien is invalid in the following situations: (1) Against purchasers of securities, or holders of security interests in securities, who
at the time of purchase, or creation, of the security did not have
actual notice or knowledge of the existence of the lien; (2) against a
purchaser of a motor vehicle if, at the time of purchase and taking of
possession, the purchaser has no actual notice or knowledge of the
existence of the lien and does not thereafter relinquish possession to
the seller or his agent; (3) against a purchaser of personal property
at retail in the ordinary course of the seller's business (even if the
purchaser knows of the lien), unless the purchaser intends the purchase to (or knows the purchase will) hmder, evade, or defeat the
collection of tax; (4) agamst a purchaser of household goods, personal
effects, or other tangible personal property in a casual sale for less
than $250, provided that the purchaser does not have actual notice or
knowledge of the lien or of an intention on the part of the seller to
dispose of his tangible personal property in a series of sales;
(5) against the holder of a lien under local law to secure the reasonable price of repair or improvement of tangible personal property, so
long as the holder is, and has been, continuously in possession of the
• In general, the statute of limitations with respect to the collection of tax
runs for six years nfter the assessment of the tax (Code sec. 6502).
3 In the case of r eal property, notice of the Federal tax lien must be filed in
the one office within the State (or the county or other governmental subdivision) designated by the State where the real property is situated. Likewise, in
the case of personal property, notice of the lien must be filed in the one office
within the State (or the county or other governmental subdivision) designated
by the State in which the personal property is situated. (Personal property is situated at the residence of the taxpayer.) If the taxpayer has real property
located in the District of Columbia, or resides therein, notice of the lien must
be filed in the Office of the Recorder of Deeds. If a State has not designated
one office for the filing of notice, then notice of the lien must be filed with the
clerk of the U.S. District Court for the District in which the property if!
situated. (Code sec. 6323(f).)
• These agreements are (1) commercial transactions financing agreements.
(2) real property construction or improvement financing agreements, and (3)
obligatory disbursement agreements.
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property from the time the lien arose; (6) against the holder of a lien
on real property to secure payment of: ta) real property taxes,
(b) speCial assessments imposed on real property by any taxing
authority to defray the expenses of any puolic improvement, or (c)
utility 01' public service charges for services furnished to the property
by any governmental instrumentality (if, under local law, the hen is
entitled to priority over security interests in the property that are
prior in time); C() against a mechanic's lienor WIth respect to real
property subject to a lien for repair or improvement of a personal
residence (containing no more than four dwelling units) occupied by
the owner, provided that the contract price on the contract with the
owner is not more than $1,000; (8) against an attoruey wlto holds a
lien or a contract enforceable under local law against the proceeds of
a judgment or settlement of a claim, to the extent of reasonable compensation for services; (9) against an organization that is an insurer
under a life insurance, endowment, or annuity contract with respect
to actions taken before the organization has actual notice or knowledge
of the existence of a tax lien; and (10) against certain financial institutions with respect to a loan secured by a savings deposit, share, or other
account evidenced by a passbook, if the loan was made without actual
notiee or knowledge of existence of the lien and if the institution has
been continuously in possession of the passbook from the time the loan
was made. Purchase money mortgages, although not specifieally noted
in the statute, also are entitled to protection even if they arise aft." ..
the filing of a Federal tax lien.5
Release, discharge or subordination of a tax lien
A district director may issue a certificate of release of a lien whenever he 'finds that the entire tax liability, plus interest, has been satisfied or has beeome legally unenforceable (Code sec. 6325 (a) and Treas.
Reg. sec. 301.6325-1 (a) ) _ Moreover, the distriet director has the discretion to issue a certificate of release of a tax lien if he accepts a bond
that is conditioned upon the payment of the amount assessed (together
with interest) within the time agreed upon in the hond, hut no later
than six months before the expiration of the statutory period for
collection.
Property subject to a tax lien may be discharged if the value of
the property remaining subject to the lien is at least twice the amount
of the unsatisfied liability secured by the lien (Code sec. 6325 (b) (1)}.
Furthermore, property subject to a tax lien may be discharged if the
Treasury is paid an amount which is not less than the value of the
government's interest in the property or if it is determined that the
government's interest has no value (Code sec. 6325 (b) (2) ).
!fa dispute arises between competing lienors, induding the United
States, the property subject to the tax lien may be sold and the proceeds from the sale may be substituted as a fund subject to the claims
of the competing lienors (Code sec. 6325 (b) (3».
Under certain conditions, a district director may subordinate a
tax lien to another lien or interest in the property_ A tax lien can be
subordinated to another lien if an amount equal to the lien amount 1S
received (Code sec. 6325(d) (1». In additlOn, the district director
has the authority to subordinate the government's lien, if it is.believed
• See, Rev. Rul. 68-57, 1968-1 C.B. 553.
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that such action will ultimately aid in the collection of the entire lien 6
(Code secs. 6325(d) (2) and (3».
In order to qualify for subordmation, or any other type of discharge
from a lien, the interested person must apply in writing to the district
director (Treas. Regs. secs. 301.6325-1 (b) (4) and (c) and Rev. Proc.
68-8, 1968-1 C.B. 754). In general, the person seeking to have a lien
discharged or subordinated must persuade the district director
that to do so would be in the best interests of the government.
In situations where there has been confusion, such as a similarity
in names, which results in a mistake in tax lien filing, a certificate
of nonattachment of lien, certifying that the property of an individual
is free from a tax lien, may be issued (Code sec. 6325 (e) ) .
Special rules-gift and estate tax liens

Special rules apply with respect to gift tax liens and estate tax liens.
In general, a gift tax lien arises at the tim~ a gift is made and attaches
to all gifts made during the period for which the return was filed
(Clode sec. 6324(b». A gift tax lien continues for ten years from the
date of the gift unless sooner terminated. If the gift tax is not paid
when due, the donee of the gift beoomes'personally liable ·f or the tax
to the extent of the value of the gift.
An estate tax lien arises at the time of the decedent's death and continues for ten years unless sooner terminated (Code sec. 6324 ( a) ). An
estat~ tax lien attaches to every part of the gross estate, whether or not
the property comes into the possession of the duly qualified executor or
administrator (Treas. Reg. sec. 301.6324-1 (a) ). Thus, the attached
assets may include such items as gifts made within three years of death
and gifts taking effect at death.
Further, special liens apply with respect to deferred estate taxes attributable to a farm or other closely held business and with respect to
the recapture of estate taxes attributable to special use valuation of
farm or closely held business real property (Code secs. 6324A .and
6324B).
Enforcement of a tax lien

A Federal tax lien may be enforced by sale of seized property (discussed below) or by an action in a U.S. district court to enforce the
lien (Code sec. 7403).
The Federal Government may intervene in any civil action or suit in
order to assert its tax lien (Code sec. 7424). If the application of the
government to intervene is denied, the adjudication in such civil action
or suit will have no effect on the lien.
Special rules are provided to protect Federal tax liens that are subordinate to other interests and that may be discharged by the holder of
a senior security interest in a judicial, 'or other, State foreclosure proceeding. (CodS' sec. 7425). In general, if the Federal Government has
6 This may occur, for example, in a situation where a farmer needs money to
harvest his crop and a bank would be willing to make a loan that is secured by
a first mortgage on the farm which is prior to the Federal tax lien. In such
a sItuation, the district director might believe that the collection of the tax
liability would be facilitated by the availability of cash when the crop is harvested and sold and; thus, might subordinate the tax lien on the farm to the
mortgage securing the crop harvesting loan (see, Treas. Reg. sec. 301.6325-1(d)
(2) (ti), example (1».
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properly filed a notice of tax lien before a judicial foreclosure proceeding has begun, but has not been joined in the proceedings, a judgment
does not discharge the Federal tax lien. However, if notice of a Federal tax lien was not properly filed, then a judgment in a State judicial proceeding discharges the Federal tax lien, if State law so provides. With respect to non-judicial State foreclosure sales, if a notice
of the Federal tax lien was filed more than 30 days prior to the sale
and the Federal Government was not given notice of the sale, then the
Federal tax lien cannot be discharged. The Federal tax lien may be
discharged, however, if notice of the Federal tax lien was improperly
filed or if the government is properly notified of the sale.
Present law allows a person (other than the person against whom
was assessed the tax out of which the levy arose) to bring an action in
a Federal district court to recover property which was seized under
a wrongful levy (Code sec. 7426). Moreover, a junior lien holder may
bring am. action to enforce his interest in surplus proceeds realized by
the Federal Government on a sale after levy.

C. Levies on and Seizure of Property for Collection of Taxes
Procedures for collection of tax by levy
After a tax assessment has ooen made, if a person who is liable to pay
the tax neglects or refuses to do so within ten days after notice and
demand, the district director may collect the tax by levy (Code. sec.
6331(a) and Treas. Reg. sec. 301.6331-1 (a) ). If the district director
finds that the collection of tax is in jeopardy, notice and demand for
immediate payment may be made and, upon failure or refusal by the
taxpayer to pay, collection of the tax by levy is lawful without waiting
the usual ten-day period.
Property subject to levy includes any property, or rights to property,
whether real or personal, whether tangible or intangible, belonging to
the taxpayer (unless specifically exempted from levy). The district
director also may levy upon property with respect to which there is a
lien for the payment of tax.
Levy may be made upon the accrued salary or wages of any officer,
employee, or elected official of the United States, the District of Columbia, or any agency or instrumentality thereof, by serving a notice
of levy upon the employer. Levy also may be made upon the salary or
wages of any individual with respect to any unpaid tax after the individual has been notified in writing of the intent to levy (Code sec.
6331 ( d) ). This notice must 00 given in person, left at the dwelling or
usual place of business of the individual, or be mailed to the individual's last known address, no less than ten days before the day of levy.
The notice requirement, however, does not apply if there has been a
finding that the collection of the tax is in jeopardy. A levy on salary
or wages is continuous from the time of the levy until the liability out
of which the levy arose is satisfied or oocomes unenforceable due to
lapse of time.
In general, any person in possession of (or obligated with respect to)
property or rights to property upon which levy has been made must
surrender such property or rights (or discharge such obligation) upon
demand (Code sec. 6332 (a) ).7 This, however, does not apply with
respect to property or property rights that are subject to an attachment or execution under any judicial process. A person who fails, or
refuses, to surrender any property, or rights to property, upon demand
becomes personally liable for an amount equal to the lesser of the value
of the property or the amount of the tax liability with respect to which
the levy was made, plus costs and interest from the date of the levy
(Code sec. 6332 ( c ) ). In addition to personal liability, a person who
fails or refuses to sUITender property upon which levy has been made,
without reasonable cause, is liable for a penalty equal to 50 percent of
7 Special rules apply in the case of life insurance and endowment contracts.
(See Code sec. 6332.(b) and Treas. Reg. sec. 301.6332-2).
(12)
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E. Time Require~ents for Issuance of Treasury Regulations
The bill would provide that, unless any law provides otherwise, all
ina! regulations necess!LrY to im-'plement any addition to, or amendIlent of, the Internal Revenue Code would have to be promulgated
rithin 18 months a.fter the enactment of such addition or amendment.
The failure by the Secretary to promulgate regulations within the
?rescribed time would have the following effects: (1) the effective_date
,f the rega:lations could be no earlier than the date of publication in
:he Federal Begi8ter, and (2) any reasonable position advanced by a
:&%payer, with respect to an issue for which regulations have not been
~romUlgated, would apply to the taxpayer, with respect to that issue,

lotwithStanding that regUlations are promulgated subseq,uently. In a.
legal proceeding involving issues concerning "'hic:h regulations have
o.ot been issued within the time prescribed, the taxpayer would have the
burden. of proving that his P?Sition is reasonable. Moreover, with respect to such issues, the posItion of the Secreta.ry would not be given
my greater weight than that of the ta.xpayer. These rules would apply
onl~ to issues which arise with respect to a taxpayer after the l8-month
penod for promulgating regulations and on or before the date ot publication of the regulations in the Federal Begi8ter. Moreover, these
L"Ules would not apply to reoccurrences of issues with res~ect to the
~ayer mer the regulations are published in the Federal Regiau-r.
EflectiDe date
In general, these provisions would a.pply to Internal Revenue Code
IUIleIldments enacted after December 29,1969. However, in the case of
Internal Revenue Code amendments enacted after December 29, 1969,
and before six months after the date of enactment of the bill, any
l"eplations necessary to implement those amendments would have to
be issued within 36 months a.fter the date of enactment of the Ta3:payers' Bill of Rights.
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t~e amo~ntfor

whichthere is personal liability.8 A person in p()ssesSlOn of property upon which a levy has been. made who honors the levy
and surrenders the property is discharged from any liability to the
delinquent taxpayer (Code sec. 6332 ( d) ) .
Exemptions from levy
Present law exempts from levy the following items of property: 9
(1) Wearing apparel and school books necessary for the taxpayer or members of his family (not including expensive items
that are luxuries) ;
(2) Fuel, provIsions, furniture, personal household effects, arms
for personal use, livestock, and poultry, not exceeding $500 in
value, provided that the taxpayer is the head of a family;
(3) Books and tools necessary for the trade, business, or profession of the taxpayer, not exceeding $250 in aggregate value;
(4) Unemployment benefits;
(5) Undelivered mail;
(6) Certain annuity and pension payments; 10
(7) Amounts payable under workmen's compensation laws;
(8) So much of the wages, salary, or other income of the taxpayer as is necessary to comply with a prior judgment of a court of
competent jurisdiction for support of the taxpayer's minor :children; and
(9) A minimum amount of wages, salary, and other income (in
general, $50 per week plus $1.5 per week for each dependent) .
Seizure and sale of property
As soon as practicable after the seizure of property, notice must be
given to the owner of the property. Moreover, notice of sale generally
must be published in a newspaper that is published or generally circulated in the county where the seizure was made. The time of sale
of seized property may be no less than 10 days or more than 40 days
from the time that public notice is given. A minimum price must be
determined prior to the sale. If no person offers such minimum price,
the property is declared to be purchased at such price by the United
States or the property is declared to be sold to the highest bidder.
Seized property may be sold only by public auction or by public sale
under sealed bids (Code sec. 6335) .
Special rules are provided for perishable goods (Code sec. 6336).
Snch property will be returned to the owner if the owner pays an
n,mount equal to the property's appraised value or gives an acceptable
bond. Otherwise, the property will be sold as soon as practicahle.
A person whose property has been levied upon has the right to pay
the amount due, together with any costs and expenses, prior to the sale
of the property (Code sec. 6337). Upon such payment, the property
8 This penalty is not applicable · if a bona fide dispute exists . concerning the
amount of the property to be surrendered pursuant to a levy or concerning the
leg-al E'ffectiveness of the levy (~reas . Reg. sec. 301.6332-1 (d) ).
• Code sec. 6334 and Treas. Reg. secs. 301.6334-1 and 301-6334-2.
to That is, annuity or pension payments under the Railroad ~etirem~nt Act,
benefits under the Railroad Unemployment Insurance Act, speclal penslOn payments received by a person whose name has been entered on the Army, Navy, Air
Force, and Coast Guard Medal of Honor roll, and annuities based on retired or
retainer pay under chapter 73 (;}f title 10 of the U.S. Code.
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will be·returned to the taxpayer. Furthermore, the· owner of real property which is sold, his heirs, executors, administrators, or any person
having any interest therein, or a lien thereon, or any person in their
behalf, may redeem the property sold (or a portion thereof) within
120 days after the sale.
Any money realized from the sale of seized property is applied in
the following manner: first, against the expenses of the sale; second,
against any specific tax liability on the seized property; and, finally,
against the liability of the delinquent taxpayer (Code sec. 6342). Any
surplus proceeds are credited or refunded to the person or persons
If'gally entitled thereto (generally, the delinquent taxpayer unless
another person establishes a superior claim).

Release of a levy
A levy may be released, if it is determined that such action will
facilitate the collection of the .tax liability. Moreover, if it is determined that property has been wrongfully levied upon, the IRS may
return the specific property levied upon, an amount of money equal
to the amount of money levied upon, or the amount. of money equal
to an amount of money received by the United States from a sale of
such property. Interest at the current effective rate is paid for property seized under a wrongful levy . (Code sec. 6343)

n. Description of Procedures Relating to the Issuance of
Treasury Regulations
The principal method used by the Internal Revenue Service to interpret the tax law is regulations adopt~d as Treasury decisions.l1
Types of tax regulations
Tax -regulations are of two broad types. First, interpretative regulations advise taxpayers of the Treasury's interpretation of statutory
law. Second, legislative regulations provide detail necessary to implement rules of law pursuant to specific Congressional grants of rulemaking authority. Most tax regulations are interpretative. Tax
regulations may be relied upon as precedent by taxpayers and are
entitled to a presumption of correctness in court proceedings. Moreover, the position taken in the regulations generally is binding on
the IRS.
Procedures for adoption of tax regulations
Treasury tax regulations are adopted after detailed consideration
by the Office of Chief Counsel for the IRS, nearly all functions of
IRS, and the Treasury Department Office of Tax Policy. Primary
responsibility for drafting regulations and coordinating their adoption is assigned to the Office of Chief Counsel for the IRS. The Office
of Chief Counsel issues a monthly status report on pending regulations.
Development of prop08ed regulations
Most tax regulations are developed in response to new legislation;
however, some regulations result from internal review of existing regulations or suggestions received from the public. When a regulations
project is opened, a Regulations Work Plan must be approved by the
Chief Counsel, the Commissioner, the Office of Tax Policy, and the
Secretary of the Treasury, before further development can proceed
beyond the stage of study and issue classification. 12 After the work
plan is approved, the regulation project is assigned a priority (priority
numbers range from 1 to 3). A preliminary draft of a regulation is
prepared in the Office of Chief Counsel and circulated to designated
11 The Internal Revenue Service also uses other methods of issuing interpretations of the tax law. Revenue rulings, ruling letters, and Technical Advice
Memoranda are developed by personnel working under the Assistant Commissioner (Technical) and are subject to varying levels of review both within the
IRS and by the Office of Chief Counsel and the Treasury Department's Office of
Tax Policy, including many of the same personnel who are involved in developing regulations.
12 Temporary regulations, which are issued to answer questions on an interim
basis when timing is critical, and nonsignificant .regulations · .(primarily those
that are only clerical or clarifying) are exempt from the work plan requirement.
In addition to the work plan reqUirement, Treasury Directive 50.04F requires
that a regulatory analysis be prepared before development of any regulation
whose economic impact is estimated to exceed $50 million.
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offices for revi~w· arid comments. The Treasury Department's Office of
Tax Policy reviews the draft for legal accuracy, as well as on issues
of tax policy.
A revised draft is prepared to incorporate comments from these
offices, and a proposed notice of proposed rulemaking is forwarded
for formal approval to the Assistant Commissioner (Technical), who
also coordinates with other Assistant Commissioners. After approval
by the Assistant Commissioner (Technical), the prorosed notice of
proposed rulemaking is forwarded for formal approva to the Director
of the Legislation and Regulations Division of the Office of Chief
Counsel, the Chief Counsel, the Commissioner, the Assistant Secretary
of Treasury for Tax Policy, and the Executive Secretariat of the
Secretary of the Treasury.13 After approval by all of these offices, the
proposed regulation is published in the Federal Register together with
a request for written comments from members of the public, and
notice that a hearing will be held upon request.
Public comment on proposed regulations
The standard period allowed for public comment on a proposed
regulation is 60 days; however, if public interest warrants, this period
is extended by notice published in the Federal Register. If requests
for a public hearing are received, a separate notice is published in the
Federal Register announcing the date and time of the hearing. A
minimum of 30-days notice of the hearing date is provided. The public
hearing is the final step in the formal process for public input into
the ·regulatory process.
Final approval and publication of regulations
After all formal input is completed, the regulation process continues
with preparation of a proposed Treasury decision. This proposed
Treasury decision is circulated, reviewed. and approved in the same
manner as the proposed regulation, first for comment, and then, formally, for approvaL After final approval is secured, the regulation is
adopted and published in the Federal Register as a Treasury decision.
13 The Paperwork Reduction Act of 1980 (P.L. ~511)
requires Office of
Management and Budget review and approval of any "information collection
request" imposed by an agency after April 1, 1981. It is unclear whether regulations that impose such requirements are subject to OMB review under this
Act. If they are, failure to secure the necessary OMB approval would mean that
IRS could not require taxpayers to comply with the requirements after December 31,1981.

E. Installment Payments of Estimated Income Tax
by Individuals
Estimated tax requirements generally
Declaration and payment of estimated tax generally is required of
single persons, or married couples with one earner entitled to file a
joint return, whose gross income is expected to exceed $20,000 for the
taxable year; a married individual entitled to file a joint return, whose
gross income is expecred to exceed $10,000 for the taxable year, if both
spouses receive wages; and a married individual, not entitled to file
a joint return, whose gross income is expected to exceed $5,000 (Code
sec. 6015). In addition, an individual taxpayer who expects to receive
more than $500 from sources other than wages (e.g., dividends or
interest) during the year generally is required to file a declaration of
estimated tax. However, no declaration is required if an individual's
tax liability for the year, including self employment tax liability, reasonably can be expected to be no more than $100 over the amounts
withheld during the year.
In general, the time for filing declarations of estimated tax is on
April 15 if the requirements of Code sec. 6015 are first met on or before
April 1 (Code sec. 6073). If the declaration filing requirements are
first met after April 1, a calendar year taxpayer must file a declaration
in accordance with the following requirements:
Date requirements are metDate declaration is dueAfrer April 1 and before June 2____ June 15.
After June 1 and before September 2_________________________ _ Seprember 15.
After September L ______________ _ January 15 of the succeeding year.
For calendar year taxpayers, estimated tax payments are due on
April 15, June 15, and Se.ptember 15 of the current tax year and on
January 15 of thefollowmg tax year (Code sec. 6153). Fiscal year
taxpayers are subject to similar rules as to time of 'payment. Farmers
or fishermen who expect to receive at least two-thIrds of their grO&"l
income for the calendar year from farming or fishing may elect to wait
until January 15 of the following calendar year to file their declaration
or pay the tax.

Underpayment penalties
Individuals who fail to pay in full an installment of estimated tax
on or before the due date may be subject to a penalty which cannot be
waived for reasonable cause -(Code sec. 6654). The penalty, which is
applied to the period of the underpayment of any lllstallment at an
annual rate of 12 percent, applies to the difference between the payments (including any withholding) , if any, made on or before the due
date of each installment and 80 percent (66% percent for farmers or
fishermen) of the total tax shown on the return for the year, divided by
(17)
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the number of installments that should have been made. Thus, there is
no penalty i:f the sum of a taxpayer's estimated tax payments, plus
taxes withheld, is at least 80 percent (66% percent for farmers or fishermen) of the tax liability as shown on the tax return.
In addition, present law contains four exceptions to the general underpayment penalty. No penalty is imposed upon a taxpayer i:f: (1)
total tax payments (withholding plus estimated tax payments) exceed the preceding year's tax liability; (2.) total tax payments exceed
the tax on prior year's income under the current year's tax rates and
exemptions; (3) total tax payments exceed 80 percent (66% percent
for farmers or fishermen) of the taxes which would be due if the
income already received during the current year were placed on an
annual basis; or (4) total tax payments exceed 90 percent of the tax
which would be due on the income actually received from the beginning of the year to the computation date.

F. Time for Furnishing Forms W-2 to Terminated Employees

General requirements
Under,present law, every employer who pays wages from which Federal income tax or FICA (Social Security) tax must be withheld is
required to furnish each employee a statement (Form W-2) which sets
forth: the names of the employer and employee; the amount of wages
subject to income tax withholding and the amount withheld; the
amount of FICA wages and FICA tax withheld; and the amount, if
any, of advance payment of the earned income credit (Code sec. 6051
(Ia ) ). In the case of most employees, W -2 Forms for the calendar
year must be furnished no later than January 31 of the following
year. However, if an employee terminates employment prior to the
close of the calendar year, that employee must be furnished with a
Form W-2 on the day on which his or her last salary payment is
received.

IRS procedures
The Internal Revenue Service has provided through regulations
that an employer may furnish a Form W -2 to an employee whose employment terminates prior to the close of the calendar year at any time
after the termination but no later than January 31 of the following
year. However, if an employee who terminates employment prior to
the close of the calendar year requests earlier receipt of a Form W-2,
and if there is no reasonable expectation on the part of the employer
and employee of further employment during the calendar year, then
the employee must be given a Form VV-2 on or before the later of the
30th day after the request or the 30th day after the last salary payment (Treas. Reg. sec. 31.6051-1 (d) (1».
(19)

III. ISSUES
Summary of principal issues

The bill presents s~veral issues for consideration. The prtncipal
issues include the following:
(1) Whether there should be an independent ombudsman
within IRS or the Treasury Department to act as an advocate of
taxpayers' right and, if so, the proper scope of powers that could
be exercised by an ombudsman;
(2) Whether there should be a procedure for administratively
ap~aling the imposition of Federal tax liens;
(3) Whether a court order should be required before the IRS
can levy llPon a taxpayer's property;
(4) Whether statutory time requirements should be imposed
with respect to the issuance of Treasury Regulations and, if so,
what those requirements should be;
(5) Whether the declaration requirements with resyect to the
rules relating to the payment of estimated taxes by mdividuals
should be repealed and whether the tax liability threshold for the
payment of estimated taxes should be increased; and
(6) Whether employees who terminate employment during the
year should be provided with Forms W-2at the same time as all
other employees (rather than with the last-salary payment).
Discussion of certain issues
The primary issues raised by the bill involve the proper level of IRS
taxpayer servICes and scope of an ombudsman, the level of protection
whIch should be afforded to taxpayers in regard to IRS collection procedures,and the.tax regulations process.

Taxpayer services and ombudsman
TaaJpayer ~ervice8
Many individuals believe that increasingly complex tax laws mandate that the IRS provide continually increasing levels of taxpayer
services. These people especially are concerned that, in times of budget
cuts, taxpayer services are an easy target, and believe that the Congress
should send a signal to the IRS that it does not want taxpayer services
to be cut. Other people feel that the primary function of the IRS should
be to collect taxes and that taxpayer services should be provided only
to the extent that they do-not detract from that function. In general,
the problem is one of how existing IRS resources should properly be
allocated. .

Ombwl8mam
Many people believe that there is no need for the law to provide for ·
an ombudsman in theIRS since the IRS already has established, internally, an Office of Ombudsman. Others, however; would point out that
taxpayerS might perceive that an ombudsman could not operate asa
(20)
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truly independent spokesman for taxpayer rights unless legally independent of the IRS.

Tax collection procedures
The present law tax collection procedures provide important tools
(including liens and levies) necessary for the IRS to collect taxes
which have been assessed but not paid. While collection procedures
may be necessary to assure the Federal Government a means for collecting taxes and to preserve the integrity of the tax system, many
people have expressed a concern that certain tax collection devices have
been administered in a heavy-handed manner and have the potential of
depriving innocent taxpayers of their property. These people feel
that there should be some sort of appeals process prior to collection
and that the IRS generally should be required to get a court order
before levying against or seizing a taxpayer's property. Others argue
that taxpayers are currently afforded adequate protection prior to the
time an issue reaches the collection stage and that to provide for
appeals or to require a court order for levy would enable taxpayers to
further delay the collection of taxes properly due.

Regulations process
'Vith respect to Treasury Regulations, many have voiced concern
that the time involved in issuing regulations contributes to ambiguity
in the tax law. Some people believethat time limits should be placed
on the issuance of regulations. Others would argue, however, that because of resource limitations, complexity of issues, the need to provide
proper guidance, and input that must be considered both from sources
inside and outside the IRS, time limitations would be unrealistic.

IV. DESCRIPTION 0' S. 850
(THE TAXPAYERS' BILL OF RIGHTS ACT)

A. Statement of Findings and Purpose
This part of the bill .contains a · declaration by Congress that the
success of our .tax system depends upon the willingness of taxpayers
to accurately assess and voluntarily pay their taxes; that it is in the
national interest to encourage all Americans to voluntarily comply
with the tax laws; and that the Internal Revenue Service can encourage voluntary compliance by improving the assistance it provides to
taxpayers in answering tax questions, helping taxpayers complete
tax returns, and explaining notices and bills.
The stated purpose of the bill would be to protect the rights of
American taxpayers, basic to which would be the ability to receive
the assistance needed to deal with tax laws that have become increasingly .complex and difficult to understand.

B. Establishment of an Office of Ombudsman
1. In general
The bill would establish, within the Internal Revenue Service, the
Office of Ombudsman. Although established within the IRS, this
office would be under the supervision and discretion of the Ombudsman. The Ombudsman would be appointed bv the President, by and
with the consent of the Senate, for a term of six years. The Ombudsman would be permitted to employ personnel he deems necessary to carry out the functions of the office. The Ombudsman would
be compensated at the rate estab1ished for Federal Government personnel at level V 1 of the Executive Schedule.

2. Duties of the Ombudsman
The Ombudsman would be an advocate of the rights of taxpayers.
Under the bill, the Ombudsman would have the following dnties:
(1) To establish procedures to review and evaluate complaints
of taxpayers relating to improper, abusive, or inefficient service
by IRS employees and, with due regard to the rights both of
taxpayers and IRS employees, to take action, under regulations
to be prescribed,to correct such service;
(2) To survey taxpayers for the purpose of obtainins;r their
evaluation of the quality of the service provided by the IRS and
the Office of Ombudsman;
(3) To compile data concerning the number and type of taxpayer complaints in each Internal Revenue district and service
center and to evaluate .actions taken to resolve those complaints;
1 Compensation for personnel at this level currently is $53,600. This is the
same compensation paid to the Chief Counsel of IRS.
(22)
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(4) To issue "SOOp Action Orders" (described below) ;
(5) To provide a forum for taxpayers to communicate their
problems in dealing with the tax forms, publications, complex
regulations, and internal procedures of the IRS; and
(6) To carry out any other functions, relating to the assistance
of taxpayers, that the Ombudsman deems appropriate.
I'll addition to these duties, the Ombudsman would be required to
submit to the House Ways and Means Committee, the Senate Finance
Committee, and the Joint Committee on Taxation an aamual report
on the activities of the Office of the Ombudsman (including any recommended legislation).
3. Stop Action Orders
Under the bill, a taxpayer could apply (in such form, manner, and
at such time as pre!3cribed by Treasury Regulations) for the issuance
of a "Stop Action Order." The Ombudsman would issue a Stop Action
Order if it is determined that a taxpayer is suffering, or is about to
suffer, an irreparable loss as a result of the manner in which the Internal Revenue laws are being administered by the Secretary.
The effect of a Stop Action Order would be to prevent the Secr~ary
from taking any action adverse to the taxpayer (for a period of up to
60 days) under any provision of the Internal Revenue Code relating
to collection, bankruptcy and receiverships, discovery of liability and
enforcement of title, or any other provision of law that is specifically
described by the Ombudsman in the Order. A Stop Action Order,
however, would not be effective if the Secretary determines that the
collection of tax would be jeopardized by a delay.
4. Effective date
Thl~se provisions would become effective on the 90th day after the
date of enactment.

C. Administrative Appeal of Tax Liens
Under the bill, a person who has a lien placed upon his property,
or rights to property, would be able to appeal the imposition of the
lien. The appeall would be to the Secretary and would be made in a
manner to be prescribed by regulations to be issued no later than 180
days ILrter the bill is enacted.
Effective date
This provision of the bill would be effective with respect to liens
imposed 180 days or more after the date of enactment.

D. Revision of Rules Relating to Levies on and Seizure of Property
for Collection of Taxes
The bill would require that in order for the IRS to levy upon any
property, with respect to any unpaid tax liability, a court order authorizing such levy would have to be issued. However, if the collection
of tax is found -t o be in jeopardy, a court order would not be required.
The Secretary could seek a court order from any Federal judge or
from any judge of a State court of record within the district where
the 'property (or right to property) to be levied upon is located. A
court order authorizing a levy would be granted only upon a finding
that: (1) the owner of the property to be levied upon has exhausted
all admmistrative appeals with respect to the imposition of a lien
upon the property (or that the time for making such appeals has
expired) ; (2) the Secretary has established that the statutory requirements for making a levy upon property have been met; and (3) there
is reasonable cause to believe that the Secretary has met all of the
requirements for making a levy.
(The bill is unclear whether the taxpayer would be a party to the
action seeking a court order. If the taxpayer is not a party, then the
proceeding would amount to a judicial review of the IRS file. If the
taxpayer is a party, it is not clear what defenses to the levy request
could be raised by the taxpayer.)
In addition to the court order requirement, a person would be permitted to appeal the decision of the Secretary to levy upon his property
or rights to property. The Secretary would be required to prescribe
regulations to implement an administrative appeal procedure within
180 days after enactment of the bill.
Elfective date
This provision of the bill would be effective with respect to any levy
issued 180 days or more after the date of enactment.
(24)

E. Time Requirements for Issuance of Treasury Regulations
The bill would provide that, unless any law provides otherwise, all
final regulations necessary to implement any addition to, or amendment of, the Internal Revenue Code would have to be promulgated
within 18 months after the enactment of such addition or amendment.
The failure by the Secretary to promulgate regulations within the
prescribed time would have the following effects: (1) the effective date
of the regulations could be no earlier than the date of publication in
the Federal Register, and (2) any reasonable position advanced by a
taxpayer, with respect to an issue for which regulations have not been
promulgated, would apply to the taxpayer, with respect to that issue,
notwithstanding that regulations are promulgated subsequently. In a
Jegal proceeding involving issues concerning which regulations have
not been issued within the time prescribed, the taxpayer would have the
burden of proving that his position is reasonable. Moreover, with respect to such issues) the position of the Secretary would not be given
any greater weight than that of the taxpayer. These rules would apply
only to issues which arise with respect to a taxpayer after the 180 day
period for promulgating regulations and on or before the date of publication of the regulations in the Federal Register. Moreover, these
rules would not apply to reoccurrences of issues with respect to the
taxpayer after the regulations are published in the Federal Register.
Effective date
In general, these provisions would apply to Internal Revenue Code
amendments enacted after December 29, 1969. However, in the case of
Internal Revenue Code amendments enacted after December 29, 1969,
and before six months after the date of enactment of the bill, any
regulations necessary to implement those amendments would have to
be issued within 36 months after the date of enactment of the Taxpayers' Bill of Rights.
(25)

F. Installment Payments of Estimated Income Tax
by Individuals
The bill would repeal the present law requirement that individual
taxpayers make declarations of estimated tax; 2 it would raise the
annual estimated tax payment threshold from $100 of tax liability
in excess of withholding to $300; and it would allow farmers and
fishermen to have until March 1 of the succeeding taxable year (rather
than ,January 15) to make full payment of estimated tax.
The bill would not change the requirements with respect to who
must pay estimated taxes (except for the increase in the tax liability
threshold). Under the bill, individuals required to pay estimated
taxes would make payments according to the following schedule:
The folJowing percentages of the estimated
tax shalJ be paid on the 15th day of the-

If the estimated tax requirements

are met-

4th
month

6th
month

9th
month

Before the 1st day of the 4th
month of the taxable year ___
25
25
25
After the last day of the 3d
month and before the 1st
day of the 6th month of
the taxable year__________________
33}'
33~
After the last day of the 5th
month and before the 1st
day of the 9th month of
the taxable year___________________________
50
After the last day of the. 8th
month and before the 1st
day of the 12th month of
the taxable year ______ ______ ______ ______ ____ _______

Ist
month of
succeeding
taxable
year

25

33~

50

100

Effective date

These provisions would apply to taxable years beginning after the
date of enactment.
• The General Accounting Office has made a similar recommendation in a
report entitled "Legislative Change Needed to Eliminate the Requirement for a
Declaration of Estimated Tax" (May 8, 1980).
(26)

27
Revenue effect
It is estimated that this provision would reduce budget receipts by
$107 million in fiscal year 1982, $22 million in 1983, $27 million in
1984, $:31 million in 1985, and $37 million in 1986.
G. Time for Furnishing Forms W-2 to Terminated Employees 3
Under the bill, the employer of an employee who terminates employment prior to the close of the calendar year would be required to
furnish the employee with a Form W -2 no later than January 31 of
the following calendar year, unless the employee requests earlier receipt. If a terminated employee makes a WrItten request for early
receipt of a Form W -2, then the employer would be required to furnish the form no later than 30 days after the receipt of the request.
In addition, an employer would be required to furnish to a terminated employee (on the day on which the last salary payment is made)
a written notice stating that: (1) the employee may request early
receipt of a Form W-2; (2) that an amount of Federal taxes has been
withheld; and (3) that, if the employee is entitled to a refund, he
must file a return based on information which, unless requested earlier, will be sent to the employee's last known address prior to J anuary 31 of the next year.
.Kffective date
These provisions would become effective 30 days after enactment
of the bill.
3 TheBe provisions are similar to section 225 of H.R. 5829 (The Tax Reduction
Act of 1980), as reported by the Sellate Finance Committee on September 15,
1980 (Sen. Rept. 96-940). This bill was not considered by the Senate.
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