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Di scl osure of Return Information to the Bureau of the Census
AGENCY: Internal Revenue Service (IRS), Treasury.

ACTI ON: Final and tenporary regul ati ons.

SUMVARY: This docunent contains final and tenporary

regul ations relating to additions to, and deletions from
the list of itens of information disclosed to the Bureau of
the Census for use in certain statistical prograns. These
regul ati ons provi de gui dance to | RS personnel responsible
for disclosing the information. The text of the tenporary
regul ati ons al so serves as the text of the proposed

regul ations set forth in the notice of proposed rul emaki ng
on this subject in the Proposed Rul es section of this issue

of the Federal Register.

DATES: Effective Date: These regulations are effective
January 25, 1999.

Applicability Date: For dates of applicability, see

8301.6103(j)(1)-1T(e) of these regulations.
FOR FURTHER INFORMATION CONTACT: Jamie Bernstein, (202) 622-

4570 (not a toll-free number)



SUPPLEMENTARY | NFORMATI ON:
Backgr ound

Under section 6103(j)(1) of the Internal Revenue Code,
upon witten request fromthe Secretary of Comrerce, the
Secretary is to furnish to the Bureau of the Census
("Bureau") tax return information that is prescribed by
Treasury regul ations for the purpose of structuring censuses
and national econom c accounts and conducting rel ated
statistical activities. Section 301.6103(j)(1)-1 of the
regul ati ons provides an item zed description of the return
I nformati on authorized to be disclosed for this purpose.
Periodically, the disclosure regulations are anended to
refl ect the changing needs of the Bureau for data for its
statutorily authorized statistical activities.

Thi s docunent adopts tenporary regul ati ons that
aut hori ze I RS personnel to disclose the additional itens of
return information that have been requested by the Secretary
of Commerce. The tenporary regulations also delete certain
items of return information that are enunerated in the
exi sting regul ations but that the Secretary of Commerce has
I ndi cated are no | onger needed.

Except for §301.6103(j)(1)-1T(b)(3), (b)(6)(i)(A) and
(b)(6)(iii), the text of the temporary regulations is the
same as 26 CFR 301.6103(j)(1)-1. The changes made by
§301.6103(j)(1)-1T(b)(3), (b)(6)(i)(A) and (b)(6)(iii) are

discussed below.



Expl anati on of Provisions

The request by the Secretary of Commerce for additional
items of return information has indicated several areas in
whi ch changes to existing Bureau access to tax return
I nformati on either would inprove present statistical
prograns or are necessary to inplenent new prograns.

To reduce smal | businesses’ direct reporting burden in
gui nquenni al econom ¢ censuses and current econom Cc Surveys,
and to inprove the quality of the data received, the Bureau
needs certain itens of information set forth in tax returns.
These itens include total expenses or deductions, beginning-
and end-of -year inventories, net gain fromsales of business
property, other income, and total incone.

The Secretary of Conmerce al so has requested identity
I nformati on of parent corporations as shown on corporate tax
returns. This information wll enable the Bureau to coll ect
data for various econom c surveys at the subsidiary or
division level rather than at the establishnment |evel.
Restructuring data collection in accordance with such new
organi zati onal |inkages will reduce the burden on individual
busi ness establishnents to estimate data relating to their
affiliates, enhance the quality of the data collected, and
provide the Bureau with an efficient sanpling franme for
surveys collecting certain data, such as capital
expenditures, that are typically not avail able at the

est abli shnent | evel.



To elimnate the foll owup contact of corporate
t axpayers presently required under the Quarterly Financial
Report (QFR) programin order to establish S corporation
status, the Bureau needs the docunent code and district
of fice code fromcorporate returns. Another inprovenent to
the QFR program woul d be effected by the requested
di scl osure of parent corporation identity information,
because subsidiaries could then be |inked before a sanple
was sel ected and woul d be relieved of the separate Census
reporting requirements. Finally, the Bureau seeks to
enhance the quality and reduce the size of sanple franes
under the QFR program by identifying inactive corporations
so that they can be excluded fromthe universe subject to
sanpling. This requires that certain itens of corporate
enpl oynent tax information (enployer identification nunber,
tax period, total conpensation, and taxable wages and tips),
avai l abl e to the Bureau under the existing regulations for
econon ¢ census purposes, be available to the Bureau as well
for QFR purposes.

The Secretary of Commerce has advised that the Bureau
no | onger uses certain itens of information |listed in the
exi sting regul ations: sales of |ivestock and produce
rai sed, Schedule E information filed with the Form 1120
series, and, with respect to the QFR program net incone or
| oss. Accordingly, the tenporary regul ati ons have del eted

these itens fromthe enuneration of return information to be



di scl osed to the Bureau

The transfer of the Census of Agriculture to the
Department of Agriculture under the Census of Agriculture
Act of 1997 (Public Law 105-113) has al so obvi ated the need
for the Secretary of Commerce to receive certain itens of
information. These itens are: Schedule F filed wth the
Form 1040 series, net farmprofits, agricultural activity
code, and answers to material participation questions.
These itens have been deleted in the tenporary regul ations.

For sinplification and consistency, the term"loss" is
not expressly stated in these regulations as an alternative
to "incone" or "gain," but it is the intent of the Secretary
to interpret "income" or "gain" as including negative or
| oss figures and to provide any such figures to the Bureau.
Speci al Anal yses

It has been determined that this Treasury decision is
not a significant regulatory action as defined in EO 12866.
Therefore, a regulatory assessnent is not required. It also
has been determ ned that section 553(b) of the
Adm ni strative Procedure Act (5 U S.C. chapter 5) does not
apply to these regul ations. For the applicability of the
Regul atory Flexibility Act (5 U S.C. chapter 6) see the
Speci al Anal yses section of the preanble to the cross
reference notice of proposed rul emaki ng published in the
Proposed Rul es section in this issue of the Federal

Regi ster. Pursuant to section 7805(f) of the Internal



Revenue Code, these tenporary regulations will be submtted
to the Chief Counsel for Advocacy of the Small Business
Adm ni stration for comment on their inpact on small

busi ness.

Drafting Information

The principal author of these regulations is Dougl as
G blen, Ofice of the Associate Chi ef Counsel
(International) (fornmerly of the Ofice of Assistant Chief
Counsel (Disclosure Litigation)). However, other personnel
fromthe IRS and Treasury Departnment participated in their
devel opnent .
Li st of Subjects in 26 CFR Part 301

Enpl oynent taxes, Estate taxes, Excise taxes, G ft
t axes, I nconme taxes, Penalties, Reporting and recordkeeping
requirenents.
Adoption of Anendnents to the Regul ations

Accordingly, 26 CFR Part 301 is anended as foll ows:
PART 301- - PROCEDURE AND ADM NI STRATI ON

Paragraph 1. The authority citation for part 301 is
anended by adding an entry in nunerical order to read as
fol | ows:

Authority: 26 U S.C. 7805 * * *

Section 301.6103(j)(1)-1T also issued under 26 U. S. C
6103(j)(1);* * *

Par. 2. Section 301.6103(j)(1)-1 is anended by revising



par agraphs (b)(3) and (b)(6)(i)(A) to read as foll ows:

§301.6103(j)(1)-1 Disclosures of return information to

officers and employees of the Department of Commerce for

certain statistical purposes and related activities

* *k *x k%

(b)(3)[Reserved]. For further guidance, see
8301.6103(j)(1)-1T(b)(3).

(b)(6)(1)(A)[Reserved]. For further guidance, see
8301.6103(j)(1)-1T(b)(6)(i)(A).

Par. 3. Section 301.6103(j)(1)-1T is added to read as
follows:

§301.6103(j)(1)-1T Disclosure of return information to

officers and employees of the Department of Commerce for

certain statistical purposes and related activities

(temporary).

(a) through (b)(2)[Reserved]. For further guidance, see
§301.6103(j)(1)-1(a) through (b)(2).

(b)(3) Officers or employees of the Internal Revenue
Service will disclose the following business related return
information reflected on the return of a taxpayer to
officers and employees of the Bureau of the Census for
purposes of, but only to the extent necessary in, conducting
and preparing, as authorized by chapter 5 of title 13,

United States Code, demographic, economic, and agricultural



statistics prograns, censuses, and surveys. The “return of
a taxpayer” includes, but is not limted to, Form 941; Form
990 series; Form 1040 series and Schedul es C and SE; Form
1065 and all attendi ng schedul es and Form 8825; Form 1120
series and all attendi ng schedul es and Form 8825; Form 851;
Form 1096; and ot her business returns, schedules and forns
that the Internal Revenue Service may issue--

(i) Taxpayer identity information (as defined in section
6103(b) (6)) including parent corporation, sharehol der,
partner, and enployer identity information;

(i) Goss incone, profits, or receipts;

(ii1) Returns and al |l owances;

(iv) Cost of |abor, salaries, and wages;

(v) Total expenses or deductions;

(vi) Total assets;

(vii) Beginning- and end-of-year inventory,;

(viii) Royalty incone;

(ix) Interest income, including portfolio interest;

(x) Rental incone, including gross rents;

(xi) Tax-exenpt interest incone;

(xii) Net gain from sales of business property;

(xiii) O her inconeg;

(xiv) Total incone;

(xv) Percentage of stock owned by each sharehol der

(xvi) Percentage of capital ownership of each partner

(xvii) End-of-year code;



(xviii) Mnths actively operated,
(xix) Principal industrial activity code, including the
busi ness descri pti on;
(xx) Total nunmber of docunments and the total anount
reported on the Form 1096 transmtting Forns 1099-M SC;
(xxi) Form 941 indicator and busi ness address on
Schedul e C, and

(xxii) Consolidated return indicator.

(b)(4) and (5)[Reserved]. For further guidance, see
§301.6103(j)(1)-1(b)(4) and (5).

(b)(6)(i) Officers or employees of the Internal Revenue
Service will disclose the following return information (but
not including return information described in section
6103(0)(2)) reflected on the return of a corporation with
respect to the tax imposed by Chapter 1 to officers and
employees of the Bureau of the Census for purposes of, but
only to the extent necessary in, developing and preparing,
as authorized by law, the Quarterly Financial Report--

(A) From the business master files of the Internal
Revenue Service--

(1 _) Taxpayer identity information (as defined in section
6103(b)(6)), including parent corporation identity
information;

(2 _) Document code;

(3 _) District office code;

(4 _) Consolidated return and final return indicators;



(5) Principal industrial activity code;
(6) Partial year indicator;
(7) Annual accounting peri od;
(8) Goss receipts less returns and al |l owances; and
(9) Total assets.
(b)(6)(i)(B) and (ii)[Reserved]. For further guidance,
see §8301.6103(j)(1)-1(b)(6)(i)(B) and (ii).
(iii) Information from an employment tax return
disclosed pursuant to 8301.6103(j)(1)-1(b)(2)(iii))(A),
(B), (D), (I) and (J) may be used by officers and employees
of the Bureau of the Census for the purpose described in and
subject to the limitations of this paragraph (b)(6).
(c) and (d) [Reserved]. For further guidance, see
§301.6103(j)(1)-1(c) and (d).

(e) Effective date . This section is applicable to the

Bureau of the Census on January 25, 1999, through January

22, 2002.

/s/ Robert E. Wenzel

Deputy Commissioner of Internal Revenue

Approved: December 29, 1998

/s/ Donald C. Lubick

Assistant Secretary of the Treasury
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