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 SEPTEMBER 21, 1961.—Ordered to be printed

Mr. BYRD“Of- V'i‘rginia,‘fro'm the Committee on Finance, submitted
the following : g '

REPORT

[To ‘accompany H.R. 8876)

The Committee on Finanee to whom was referred the bill (H.R.
8876) to amend the Internal Revenue Code of 1954 to permit the use
of identifying numbers, having considered the same, regort favorably
thereon without amendment and recommend that the bill do pass.

I. SUMMARY OF BILL

- The bill is designed to improve enforcement and collection of internal
revenue taxes by facilitating the expanded use of automatic data groc~
essing equipment by the Internal Revenus Service and by enabling
the Service to match information returns now filed with tax returns,
~ This bill provides that persons required to file tax returns maéy be
required to record their account numbers on their tax returns. Simi-
larly, persons filing information returns (such as those relating to
dividends or interest) are to request the account numbers of persons
with respect to whom information is supplied and include those num-
bers on the information returns they send to the Internal Revenue
Service. Also, the bill requires that persons, with respect to whom
the information returns are filed, are to Suppiy their numbers to the
person required to file the information returns, L P

The Internal Revenue Service has indicated that it intends to use
social security numbers as the account numbers in order to minimize
the number of persons having to be assigned new numbers. Also, to
the maximum extent possible, applications for account numbers will
be mailed to those who do not presently have such numbers in order
to minimize, the burden imposed on taxpayers, .

The Treasury Department has recommended this bill and it has
been reported unanimously by your committee. ‘
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HI. REASONS 'FOR: THEBILL ENTEERN T ]

" "The wﬂayer.» account - number .system - provided -by. this bill is
needed both to make possible a aEgmtly expanded use of automatic
data processing equipment an: to fully ‘utilize the information
documents presently coming into the Internal Revenue Service.

Taxpayer account numbers are basic to a satisfactory identification
system for automatic dats_processing (or. ADF) equipment. This
has been established: by ‘the ‘expetiehce’ of businéss concerns such as
utilities, insurance companies, and banks which have found account
numbers essential in ADP operations.. ... ...

Through the use of taxpayer account numbers and automatic data
processing equipment the Ihternal Révéniie Servies hopes to develop
a single file which would contain, in one- place, information relative to
all of the tax transactions involving a taxpayer. Such a file would
contain first, the taxpayer's name, address, and account number.
Second,iit would contain ‘reféreticed to other takpayers with whom' he
was involved from a tax standpoint (for:example, a cross-reference to
an account number of the taxpayer’s wife if she filed & separate return
or a reference to a partnership account.number for each member of
the partnership). Third, the’file would’¢ontain details as to income
and deductions reported by the taxpayer for the current and prior

ears, as well as changes made in these items as the result of audits,

ourth, the file would contain information reported by others with
respect to the taxpa&sr-, such as withholding’ tax statements sent in
by employers (form W2) and information returhs ‘on dividends, inter-
est, etc. ‘(forms: 1099 and 1087). 'Fifth, the -actount would contain
records of estimated and withheld taxes paid by thé taxpayer, bills
gent to him, payments received from him, balances due, etc.

The recording of this information in & singlé file for each taxpayer
would make it possible for the Internal Revenue Service to reach
objectives which can ‘be ‘only partially achieved today. First, this
woild make it possible to-detect cases where the taxpayer failed to fils
the required returhis by ‘checking returus actually filed against his con-
golidated file. f‘Secbﬁti in recording 'income and deductions in the file,
the tax return itseélf could be mathématically verified and the amount
due from the taxpayer, or refundable to him, could be determined as
8 byproduct. Third, the selection of returns for audit examination
could be mdade not only on the basis of the returns ‘themselves, buf
also on the basis of returns for prior years and for other taxes, Fourth,
the Service would be abla'to verify ‘at high'speed’ the income and
credits ‘rbgorted* by the émfpls%yeﬁ’ and 'payors’of 'diyidends ‘and in-
terest’ with ‘the amounts of such ‘itemis reported ‘or ¢laimed 'by the
taxpayer. Fifth, it would be possible to consolidaté finkncial transs
actions with' taxpajers éven though'they miay relate to'different thxes,
- Taxpayer account numbérs also are ésfsential”fbr’{'pi'opér 1dentifica-
tion of taxpayers ‘on’infornmiation documents, Identification by name
and address has léd to'an almost endless variéty of errors and. varia.
tiotis which make it difficult, if'not impossible, to'miatch the informa;
tion documents with, th'tdk rétuins. This 6afl ariss, for' example,
from varying wagis of rogistetih wtoék’ Fo cxample, the' {axbayer
at one time mey use his firdt 'namé and- middle initial, the next time
his full name, and perhaps the next time give only his first and middle
initials. Similarly, the address of the taxpayer may be }us home
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sddress, & business address, a bank account, address, or a stockbroker
,sdd;ess»,;,,;&I‘hemg.e\.ot.,mmm addregsps) a8 means;of. identification
is complicated still further by the fact. that many-married persons.own
stock.independently but file joint returnsand, viga versa... Difficylties
such as. thosetouphed,on- only, briefly here have really,limited the.use-
fulness.of the more,than 100 million information documents, presently
received. by, the, Internal Revenna, Service...-A. positive, identification
in the form of aceount numbers will do much to remowe this difficulty.
. In, yiew. of tgga., considerations. outlined; above, your committee, hag
reported, this. bill providing for: the. use. ofi account; numbers for tax
urposes inthe;same form;es. it pagsed the. House,  In. doing: so,
owever, your committee like the Committee on Ways and Means of
the. House, beljeves, the: Service should work; out. & system: involving
the least possible, burden, to, taxpayers.in, obtsining, such, account
numbers.: For: this reason; the  present. socisl. security - numberin
system will:be used: - Between: 85, and: 90, percent, of all individual
income . .tax; returns. pregently. filed. already; show. a social security.
account number. ' Thus, for these taxpayers, it will.npt be necessary:
to obtain. new account,.numbers,. For persons: not. now -having
account numbers, applications.to obtain the information necessary to
assign. them. account numbers, can be: obtained: from .the Internal.
Revenue Service. or local post office. - Applications, will be sent out.to
those filing declarations in 1962.in the.case of those returns which, are
sent in, without. account numbers. .. For others not. having;such nums -
bers, pnblicibfy: will be sent out late in1962 encouraging them.to, obtain,
applications for agcount nymbers either from. district directors! offices.
or from local post offices or banks. A further check will be made with
respect to those filing regular income tax returns in the spring of 1963,

I, GENERAL EXPLANATION OF THE BILL

As indicated above, the account numbers.to be used by the Internal.
Revenue Service are the presently existing social security numbers.,
The Service has estimated that about 24 million persons having some
connection: with the tax system either have.never had social security.
numbers, or have f,oréﬁptt‘en‘ the numhers they once had. About half
of this number will have to obtain numbers or request a search. for
their old numbers. It is cstimated that the other half of this 24
million will not need numbers since they represent wives filing joint
returng with husbands and either have no independent income’
amounting to $600.or more, . In such cases the account numbers: of
the husbands will be sufficient.. .. .= . .- . .

‘There are two. categories of social security numbers, each numi}er'
consisting of nine digits. The first category 18 known as an “account’’
number and presently is issued to individual employees of self-
employed persons, It is planned that account numbers will also be
assigned  fo other individual filers of tax returns and persons receiving:
income required to be reported on informgtion returns, .. ~ .
-The second category of social security numbers is. the “identifica-
tion” number, These numbers, presently. are issued to employers
having-gmploms covered by social security or by withholding, and-

0. businesses filing excise fax returns. The only new category which
will have to obtain such numbers are businesses without employees.

which, nevertheless, distribute income to others.



3 Duplications will be prevented, Where s taxphyet who'already has-
&'number mistakenly files for a second: nuniber through'dn' aytomatic -
screening: process: alréady!in ‘use tunder ‘the Social  secirity’ system;
Also, in"a' similar ‘manner; those who know thiey had numbers;’ but
have forgotten them, can’ have such: numbers' searched ‘out for them,
" 'Under present law:the: Secretary: of the¢’ Treasury Has'the specific
authority to require the useof account or identificatiofi numbers only
in the case of social security: taxes and withholditig taxés on’wages
(sec. 6611(b)). Moreover,: certain sections of the code (for example
sec. 6041) limit- the identifying information required to he presented
to the name and address of the recipient of the income or other
payment, © R e e
. The first new section added by the bill (sec.:6109) has three basic
re%uirements relative to account or identification numbers.. -~ - = -
. First, the new section provides that-any person required to file &
return statement or other document is to include in it such identifying
number as may be prescribed. ' Tn this connection iit'is’ﬁlan'ne’;l that
all tax returns and declaration forms will provide that the filer show
ah account number in the case of individuals, or an identification
nymber in the case of a business. In the case of a joint return, a
,econd taxpayer account number would be required only if the second

rson has independent income of $600 or more, or is covered by
social security or wage withholding or receives income, such as divi-
dends or interest, from a payor who is required to report this payment
on an information return, - The requirement that account or identifi-
cation numbers be mg)glied with respect to these returns (and also
related siatements and documents) is to apply to periods commencin
after December 31, 1961. This means that numbers generally mﬁ
not be required with respect to tax returns filed in 1962 since these
ususlly relate to liabilities incurred in 1961,  However; account or
identification numbers will be required with respect to the declarations
of estimatod tax due on April 15, 1962, since these relate to the 1962
tax year, S C ‘

The second requirement is that any person with respect to whom a
return, statement, or other document is required to be filed by another
person is to furnish this other person with such identifying number as
may be prescribed. This requires the furnishing of these numbers by
the recipients of dividend, interest and certain other {;ayments. The
recipient of the payment must supply his account number to the person
making the payment. e

The third requirement provides that any person required to file &
return, statement, or other document with respect to another person
is required ‘to request from this other person, and include on his
return, statement, or other document the identifying numiber if ob-
tained. ' Thus, the employer will be required to include the numbers
of employees on ‘all wige withholding tax reports, and those filing
information returns with respect to others will be required to include
the latters’ numbers on thé information returns, - This includes infor-
mation on payments of interest and most other forms of income of
$600 or more, returns with respect to dividend payments' of $10 or
more, réturns with respect to patronage dividends of $100 or more,
returns ‘with respect to payments made by brokers, returns with
respect . to wage withholding, returns with respect to partnership
income, returns with respect to common' trust funds, returns with
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respect to’exempt:organizations,; and certdin other types of informa<
tionireturns:: In addition; the bill provides-that returns with respect
to estates:and:trusts, :’@ltﬁou'gh‘in‘.pavt themselves tax returns, dre
also for this purpose to be treated as'if they were information returns
with:respéct: to the beneficiafies of the estate or trust.  .This is pro-
vided so that it will be possible to relate:to the estate or trust returns
the returns of their:beneficiaries:which fortax purposes must report

income received from the:estates'or trusts, = <. . . BRRRRE
A limitation in' the new section: provides thatin filing his tax return
8 Yerson*(except in.the case of estates and trusts referred to above)
will: not be required to report: the account-numbers of other persons
from whom' he received income or to:report the numbers of persons
with respect to whom' the taxpayer claims deductions, credits, ete.
Thus, for example, it will not be necessary to relate medical expenses
to the tax account numbers of the physicians involved nor will there
be a requirement that dependents claimed on a return be identified
by their number. - - : L o ;
- This second and third category of requirements, primarily con-
cerned with information returns, will apply only with respect to
returns, statements, or other documents relating to periods commenc-~
ing after December 31, 1962." Thus, recipients of dividends, interest,
and other forms of income with respect to which information returns
are required will be required to supply their numbers to the banks or
dividend disbursers only with respect to payments made by the banks
or dividend disbursers in 1963 and subsequent years. This is designed
to allow adequate time for the installation of the account number
system. ‘ ’ ‘ -
yA second new section (sec. 6676) added by the bill provides a penalty
of $6 for each failure to supply an identifying number unless the person
can show this failure is due to reasonable cause. This penalty will
apply where the person required to make a return fails to supply his
own number, where a person required to furnish his number to another
person fails to do so, and where the person required to include the
number of another on an information or other return which he is
required to make with respect to this other person fails to do so, This
penalty will not apply, however, where there is reasonable cause for
the failure to furnish or include the identifying number, Thus, for
example, where A is is required to furnish his number to B and fails
to do so, B will be unable to include the number on an information
return which he may be required to make with respect to A. This
would be reasonable cause for such failure and the penalty would not
apply to B. Howover, the penalty may apply to A unless he, too,
can show reasonable cause. '

IV. TECHNICAL EXPLANATION OF THE BILL

Subsection' (a) of the first section of the bill amends subchapter B
of chapter 61 of the Internal Revenue Code of 1964 (relating to mis-
cellaneous provisions with respact to information and returns) by re-
numbering section 6109 -as section 6110 and inserting after section
6108 & new section 6109, : e ‘ ‘

Undeér the new section 6109(a)(1), the Secretary of the Treasury
or his delegate is authorized by regulations to require any person who
is required by statute or by regulations to make any return, statement,’
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or other document to include-therein th&identiiﬁngsnumbemassigx;ed; ;
to.such pergon. This new authorization extends ta all returns. made
for. the purpose of disclosing the amount, of tax for. which:a;taxpayer.
is liable (regardless:of the type of tax involved), and alsoito allinforma-
tion returns, statements, and other, do‘cux‘nénbs.;tv:S’ectiomﬁl,OQ(w)‘(f)r
authorizes the Secretary.iof the Treasury. or his, delegateito prescribe
regulations requiring a: person .with, respect, to whom ‘a return; state-
ment, or other document. is required by statute or by régulations to be:
made by ancther person to furnish his identifying number to such other
person, Section 6109(a)(3) authorizes the: Secretary of the Treasury.
or_his- delegate: to presaribe: regulations;requirng any person, who.is
required by statute or by:regulations toxm&e ‘a.return, statement, or-
other document with respect to.another person, to request.from such
other person; and to include in the return, statement, or:other docu-
ment, the identifying number assigned: to such other-person; - . . - .-
- Paragraph (1) of section 6109(b) constitut:s &:limitation .on the
authority granted by paragraphs (2) and (3) of section: 6109(a)..
Pursuant to’ this limitation;-and apart.from the exception in para-
E{:}ﬁh- (2).of ‘section :6109(b), a return: of any. J)erson with respect to.
ability. for tax, or any statement or othér document in-support of
such a: return, ig not-considered for purposes of paragraphs (2) and
(3): of section 6109(a) as a return, statement, or other document with:
respect to another person..’ ‘The phrase “a return of any person with
respect to his liability for tax'’ is limited: to .6 return made for the
purpose of disclosing the.amount of tax for which a taxpayer is liable
as distinguished from returns made for other purposes. g statement
or other document is considered to be in support of & return with
respect to a person’s liability for tax, for example; when the purpose
of such statement or document is to substantiate an item of income or
deduction appearing on the return. Thus, & taxpayer who:claims per-
sonal exemptions for dependents on his income tax return will not have
to include numbers identifying such dependents... Section. 6109(b) §1)
does not apply in respect of & return which is not a return made for
the purpose of disclosing the amount of tax for which a-taxpayer is
liable, or any statement or other document substantiating an- item
appearing on such a return. Any such return, statement, or other
document in which information is required: about another person or
persons, is considered to be g return, statement, or other document
with respect to such other person or persons, v :
Paragraph (2) of section »6109?))) provides an exception to the limi-
tation contained in section 8109(b)(1). Under this exception & return
of an estate or trust with respect to its liability for tax, and:any state-,
ment or other document in support thereof is, for purposes of para-
graphs (2) and (3) of section 6109(a), considered as a return, statement,
or other document with respect to each beneficiary of such estate or
trust. Thus, each beneficiary’s identifying number may be required
to be included in any return, statement, or other document filed by
the fiduciary of an estdte or trust. For purposes of :section 6109 the
term “beneficiary” includes heirs, devisees, and legatees. - . . ..
Subsection (b) of the first section of the bill amends subchapter. B
of chapter 68 of the 1954 code (relating to assessable penalties) by:
adding at the end thereof 4 new section. 6676. - Section 6676(a)
imposes a civil penalty of $5 for each failure of a person-to comply
with any requirement for furnishing or including an ‘identifying
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number under the. clrcumstancee “36t forth 'in’ the subsectlon uniless
it:cin’be shown that the failuré was'due to'reasonable cause. Section
6676(b) specifically provxdes\that the adsessment or ‘collection of ‘any
‘penilty m\zpoded‘ ‘utider” subsection - (@) ‘shall not be siibject to the
deﬁcwncy prdcedures prowded by Subchapter B of chqpter 63 of the

Subseétlon (o) of the ‘firt ‘section of ‘the - blll ‘contains ‘ te¢hnical
amendments to conform the table of sections*for -subchaptér B of
;cha[il r' 81 of the code and for siubchapter'B/of chapter 68 of the code

é amendments imade by ‘subsections’ ?') and’ (b) of the bill.

“Subsection (d) ‘of the first’ section of the’ bill - contains effective
date ‘provisions; Para.graph (1)"of "the new 'section 6109(a), under
which a person may be: requlred to furmsh ‘his own number.on a
retum, ‘statement; or “other doc¢ument, is’' to  apply in connection
- -with ‘returns, statements, and’ other documents relating  to ‘periods
commencing' 'after December 31, 1961. : Paragraphs (2) and (3) of
such section’ 6109(a), which relate to the furnishing of other persons’
numbers, are to api)ly in connection with returns, statements, or
other documents relating to ‘periods commencmg a.fter December
31, 1962. ‘

‘CHANGES IN EXISTING LAW

In com llance with- subsectlon 4 of rule XXIX . of the Standing
‘Ruiles of the Senate, chianges in existing law made by the bill -are shown
as follows (existing law proposed to be omitted is enclosed in: black
brackets, new matter is printed in italic; existing law in which no
change 13 proposed is shown in roman)

~SUBCHAPTER B OF CHAPTER 61.OF THE INTERNAL REVENUE
CODE OF 1954

' Subchapter B—-Miscellaneons Provisions

Sec. 6101 Period covered by returns or other documents
Sec. 6102, Computations on returns or other documents,
:Bec. 6103, Pub city:of returns’and. lists of taxpayers.

Sec. 6104 Publiclty of information required from certain exempt organizatiom
‘ L -and certain trusts,

Beo. 6105 C lrilation of relief from ‘éxcess profits tax cases,
Sec. 6106, Pub oity of unemployment tax: returns.

-8eo, 6107.; List of s{)emal i taxpayers: for: public inspection.
Sec. 6108, Publication of statistics of inoome _
-[Bec. 6109. Cross references.] ;

‘Bec. 6109, Identifying numbers.

Sec 6110. Crou reference ,

IR N SR IR * *
SEC. 6108, PUBLICATION OF STATISTICS OF INCOME.

The Secretary or his delegate shall prepare and publish annually
statistics reasonably available with respect to the operation of the
income tax laws, including classnﬁcatxons of taxpayers and of income,
the amounts allowed as deductions, exemptions, and credits, and any
other facts deemed pertinent and valuable.
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SEC. 6109. IDEN TIF YING -NUMBERS. .

(a) SUPPLYJ NG oF, JDENTIFYING NUMBERS. —-Wlwn requzred by regu~
lations prescribed by the Secretary.or his delegate:

1). INCLUSION 1IN .RETURNS,—Any person. required under the
authorzty of this title to make.a retyrn, statement, or. other, document
shall include in such return, statement, or other document such
identifying number as may be prescmbed for securing proper identi-
Sication of such person. .. .

(2) FurnisuiNg NUMBER 70 OTHER PERSONS —-Any person with
respect to, whom a, return - Statement, or other document is.required
under the authority of thas title. to be made by another person shall
Jurnish to such other person .such zdenty‘ymg number as may. be
prescribed for securing his proper identification. .

(3) FURNISHING NUMBER OF ANOTHER PERSON.—Any perso'n
required under the authority of this title to make a return, statement,
or other document with respect to- another person shall request. from
such other person, and, shall include in any such return, statement
or other document, such identifying number as may be prescmbe
for secumng proper identification of such other person.

(0) Lidrrarion.—

(1) Except as. provided in paragraph (2); a.return of any person
with respect to his liability for taz, or any statement or other docu-
ment tn support thereof, shall not-be considered for purposes of paro-
graphs (2) and (3) of subsection (a) as a return, statement, or other
document with respect to.another person. ..

() For purposes of paragraphs (2) and (8) of subsectwn (a),
a return-of an estate or trust-with-respect to its Liability for taz,
any statement or other document in support thereof, shall be con-
sidered a8 a return, statement, or other document with respect to each
beneficiary of such estate or trust ;

(¢) REQUIREMENT oF INFORMATION. —For purposes of this section,
the Secretary or his;delegate ts authorized to require such information
as may be necessary to assign an identifying number to any person.
SEC. [6109] 6110. CROSS I\‘EFERENCE‘B

(1) For reports of Seoreta.ry of .Agriculture concermng cotton
futures, see section 4876. ‘

(2) Yor inspection-ef-returns, order forms, and prescriptions con-
cerning narcotics, see section 47 73.

(3) For inspection of returns, order forms, and prescmptlons con-
cerning marihuana, 8e6_ section 4773.

(4) For authority of Secretary or his delegate to furnish list of
special taxpayers, see section 4775.

(6) For inspection of records, returns, etc., concerning gasohne or
lubricating oils, see section 4102. , ,

» e A * .
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SUBCHAPTER B OF CHAPTER 68 OF THE INTERNAL REVENUE
: ' CODE OF 1954

Subdhupter B—Assessable Penalties

Seo. 6671, Rules for application of assessable penalties,
Sec. 6672. Failure to collect and pay over tax, or attempt to evade or defeat tax.
Sec. 6673, Damages assessable for instituting proceedings before the Tax Court
merely for delay.
Sec. 6674. Fraudulent statement or failure to furnish statement to employee.
Seo. 6675. Excessive claims with respect to the use of certain gasoline.
Sec. 6676, Failure to supply identifying numbers, -
] : * * * * ] *

SEC. 6675. EXCESSIVE CLAIMS WITH RESPECT TO THE USE OF CER-
TAIN GASOLINE,

(a) Crivin PeNauvry.—In addition to any criminal penalty provided
by law, if a claim is made under section 6420 (relating to gasoline
used on farms) or 6421 (relating to gasoline used for certain non-
highway purposes or by local transit systems) for an excessive amount,
unless it 18 shown that the claim for such excessive amount is due to
reasonable cause, the person making such claim shall be liable to a
penalty in an amount equal to whichever of the following is the
greater:

(1) Two times the excessive amount; or
2) $10.

(b) Excessive AMouNT DrrFINED.—For purposes of this section,
the term ‘‘excessive amount’” means in the case of any person the
amount by which—

(1) the amount claimed under section 6420 or 6421, as the case
may be, for any period, exceeds .
(2) the amount allowable under such section for such period.

(c) AssessMENT AND CoLLrcTIiON OF PENALTY.—For assessment
and collection of penalty provided by subsection (a), see section 6206.
SEC. 6676. FAILURE TO SUPPLY IDENTIFYING NUMBERS.

(@) Crvir Penxarry.—If any person who t8 required hy regulations
prescribed under section 6109—

(1) to include his identifying number in any return, statement, or
other document,
(2) to furnish his identifyring number to another person, or
(8) to include in any return, statement, or other document made
with respect to another person the identifying number of such other
erson,
failspto coﬁzply with such requirement at the time prescribed by such
regulations, such person shall pay a penally of 86 for each such failure,
unless 1t 1s shown that such farlure 18 due to reasonable cause.

(0) Dericrexcy Procepures Nor To Arpry.—Subchapter B o
chapter 63 (relating to deficiency procedures for income, estate, and ¢
tazes) shall not apply in respect of the assessment or collection of any
penalty imposed by subsection (a).

O



