AUTHORIZE LIMITED SHARING OF BUSINESS TAX RETURN INFORMATION TO
MEASURE THE ECONOMY MORE ACCURATELY

Current Law

Current law authorizes the Internal Revenue Service (IRS) to disclose certain Federal tax
information (FTI) for governmental statistical use. Business FT1 may be disclosed to officers and
employees of the Census Bureau for all businesses. Similarly, business FTI may be disclosed to
officers and employees of the Bureau of Economic Analysis (BEA), but only for corporate
businesses. Specific items permitted to be disclosed are detailed in the associated Treasury
Regulations. The Bureau of Labor Statistics (BLS) is currently not authorized to receive FTI.

Reasons for Change

BEA’s limited access to business FT1 and BLS’s lack of access to business FTI prevent BEA,
BLS, and Census Bureau from synchronizing their business lists. Synchronization of business
lists would significantly improve the consistency and quality of sensitive economic statistics
including productivity, payroll, employment, and average hourly earnings.

In addition, given the growth of non-corporate businesses, especially in the service sector, the
current limitation on BEA’s access to corporate FTI impedes the measurement of income and
international transactions in the National Accounts. The accuracy and consistency of income data
are important to the formulation of fiscal policies.

Further, the Census Bureau’s Business Register is constructed using both FTI and non-tax
business data derived from the Economic Census and current economic surveys. Because this
non-tax business data is inextricably comingled with FTI, it is not possible for the Census Bureau
to share data with BEA and BLS in any meaningful way.

Proposal

The proposal would give officers and employees of BEA access to FTI of those sole
proprietorships with receipts greater than $250,000 and of all partnerships. BEA contractors
would not have access to FTI.

The proposal would also give BLS officers and employees access to certain business (and tax-
exempt entities) FTI including: TIN; name(s) of the business; business address (mailing address
and physical location); principal industry activity (including business description); number of
employees and total business-level wages (including wages, tips, and other compensation,
quarterly from Form 941, Employer’s Quarterly Federal Tax Return, and annually from Forms
943, Employer’s Annual Federal Return for Agricultural Employees, and 944, Employer’s
Annual Federal Tax Return); and sales revenue for employer businesses only. BLS would not
have access to individual employee FTI. In other words, the proposal would allow officers and
employees of each of BLS, BEA, and the Census Bureau to access the same FTI for businesses,
and would permit BLS, BEA, and the Census Bureau to share such FTI amongst themselves
(subject to the restrictions described below).
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For the purpose of synchronizing BLS and Census Bureau business lists, the proposal would
permit employees of State agencies to receive from BLS the following FTI identity items: TIN,
business name(s), business address(es), and principal industry activity (including business
description). No BLS contractor or State agency contractor would have access to FTI.

The proposal would require any FTI to which BEA and BLS would have access, either directly
from the IRS, from the Census Bureau, or from each other, to be used for statistical purposes
consistently with the Confidential Information Protection and Statistical Efficiency Act
(CIPSEA). The three statistical agencies and State agencies would be subject to taxpayer privacy
law, safeguards, and penalties. They would also be subject to CIPSEA confidentiality safeguard
procedures, requirements, and penalties. Conforming amendments to applicable statutes would
be made as necessary to apply the taxpayer privacy law, including safeguards and penalties to
BLS as well as the Census Bureau and BEA. BLS would be required to monitor compliance by
State agencies with the prescribed safeguard protocols.

The proposal would be effective upon enactment.
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