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Present Law

The Internal Revenue Code prohibits disclosure of tax returns and return information,
except to the extent specifically authorized by the Internal Revenue Code (sec. 6103).
Unauthorized disclosure is a felony punishable by a fine not exceeding $5,000 or imprisonment of
not more than five years, or both (sec. 7213). An action for civil damages also may be brought
for unauthorized disclosure (sec. 7431). No tax information may be furnished by the Internal
Revenue Service (IRS) to another agency unless the other agency establishes procedures
satisfactory to the IRS for safeguarding the tax information it receives (sec. 6103(p)).

Among the disclosures permitted under the Code is disclosure to the Department of

~ Veterans Affairs (DVA) of self-employment tax information and certain tax information supplied
to the Internal Revenue Service and Social Security Administration by third parties. Disclosure is
permitted to assist DVA in determining eligibility for, and establishing correct benefit amounts
under, certain of its needs-based pension, health care, and other programs (sec.
6103(1)(7)(D)(viii)). The income tax returns filed by the veterans themselves are not disclosed to
DVA. '

The DVA. is required to comply with the safeguards currently contained in the Code and in
section 1137(c) of the Social Security Act (governing the use of disclosed tax information).
These safeguards include independent verification of tax data, notification to the individual
concerned, and the opportunity to contest agency findings based on such information.

The DVA disclosure provision is scheduled to expire after September 30, 1998.

Description of Proposal

The proposal would permanently extend the authority to disclose tax information to the
DVA o

‘Effective Date

The proposal would be effective on the date of enactment.



