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DEPARTMENT OF THE TREASURY 

WASHINGTON, D.C. 20005 

INSPECTOR GENERAL 
for TAX 

ADMINISTRATION 

The Honorable John Cornyn 
Committee on Finance 
United States Senate 
Washington , DC 20510-6200 

Dear Senator Cornyn: 

September 28, 2010 

I am writing to acknowledge receipt of your letter dated September 23, 2010, in 
which you ask me "to investigate a very serious allegation that Administration 
employees may have improperly accessed and disclosed confidentia l taxpayer 
information." Your letter cites section 6103 of the Internal Revenue Code, the provision 
of the United States Code which protects the privacy of Federal tax returns and their 
information. 

Thank you for bringing this. matter to my attention. As the Inspector General 
charged with ensuring, among other things, the fair implementation of our Nation's 
system of tax administration , pursuant to Treasury Inspector General for Tax 
Administration practice, I have ordered the commencement of a review into the matters 
alleged . 

As you are aware, there are certain constraints on my abil ity to share information 
frorr,i our review with you in the absence of a request from the Chai'rman of the 
Committee on Finance. After completing this review, I will advise you of the results to 
the extent allowable by law. If you have any questions, please do not hesitate to 
contact me at (202) 622-6500. 

Sincerely, 

d· 0-.J.t '1((1~ 
J. Russell George 
Inspector General 



The Honorable John Cornyn 
Page Two 
September 28, 2010 

Identical letters sent to: 

The Honorable Charles E. Grassley 
Ranking Member 
Committee on Finance 
United States Senate 
Washington, DC 20510-6200 

The Honorable Jon L. Kyl 
Committee on Finance 
United States Senate 
Washington , DC 20510-6200 

The Honorable Jim Bunning 
Committee on Finance 
United States Senate 
Washington, DC 20510-6200 

The Honorable Pat Roberts 
Committee on Finance 
U.S. Senate 
Washington, DC 20510-6200 

The Honorable Michael B. Enzi 
Cormittee on Finance 
United States Senate 
Washington, DC 20510-6200 

The Honorable John Ensign 
Committee on Finance 
United States Senate 
Washington, DC 20510-6200 
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DEPARTMENT OF THE TREASURY 

WASHINGTON, O.C. 20005 

INSPECTOR GENERAL 
for TAX 

ADMINISTRATION 

The Honorable Jim Bunning 
Committee on Finance 
United States Senate 
Washington, DC 20510-6200 

Dear Senator Bunning: 

September 28, 2010 

I am writing to acknowledge receipt of your letter dated September 23, 2010, in 
which you ask me "to investigate a very serious allegation that Administration 
employees may have improperly accessed and disclosed confidential taxpayer 
information." Your letter cites section 6103 of the Internal Revenue Code, the provision 
of the United States Code which protects the privacy of Federal tax returns and their 
information . 

Thank you for bringing this matter to my attention . As the Inspector General 
charged with ensuring , among other things, the fair implementation of our Nation's 
system of tax administration, pursuant to Treasury Inspector General for Tax 
Administration practice, I have ordered the commencement of a review into the matters 
alleged . 

As you are aware, there are certain constraints on my ability to share information 
from our review with you in the absence of a request from the Chairman of the 
Committee on Finance. After completing this review, I will advise you of the results to 
the extent allowable by law. If you have any questions, please do not hesitate to 
contact me at (202) 622-6500. 

Sincerely, 

J·~'1~cre-
.J . Russell George 
Inspector General 
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September 28, 2010 

Identical letters sent to: 

The Honorable Charles E. Grassley 
Ranking Member 
Committee on Finance 
United States Senate 
Washington, DC 20510-6200 

The Honorable Jon L. Kyl 
Committee on Finance 
United States Senate 
Washington, DC 20510-6200 

The Honorable Pat Roberts 
Committee on Finance 
United States Senate 
Washington, DC 20510-6200 

The Honorable Michael B. Enzi 
Committee on Finance 
U.S. Senate 
Washington , DC 20510-6200 

The Honorable John Cornyn 
Committee on Finance 
United States Senate 
Washington, DC 20510-6200 

The Honorable John Ensign 
Committee on Finance 
United States Senate 
Washington, DC 20510-6200 
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DEPARTMENT OF THE TREASURY 

WASHINGTON , D.C. 20005 

INSPECTOR GENERAL 
for TAX 

ADMINISTRATION 

The Honorable John Ensign 
Committee on Finance 
United States Senate 
Washington, DC 20510-6200 

Dear Senator Ensign: 

September 28, 2010 

I am writing to acknowledge receipt of your letter dated September 23, 2010, in 
which you ask me "to investigate a very serious allegation that Administration 
employees may have improperly accessed and disclosed confidential taxpayer 
information." Your letter cites section 6103 of the Internal Revenue Code. the provision 
of the United States Code which protects the privacy of Federal tax returns and their 
information. 

Thank you for bringing this matter to my attention . As the Inspector General 
charged with ensuring , among other things, the fair implementation of our Nation's 
system of tax administration, pursuant to Treasury Inspector General for Tax 
Administration practice, I have ordered the commencement of a review into the matters 
alleged . 

As you are aware, there are certain constraints on my ability to share information 
frorn our review with you in the absence of a request from the Chairman of the 
Committee on Finance. After completing this review, I will advise you of the results to 
the extent allowable by law. If you have any questions, please do not hesitate to 
contact me at (202) 622-6500. 

Sincerely, 

d~~'?l-
j . Russell George 
Inspector General 



The Honorable John Ensign 
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September 28, 2010 

Identical letters sent to: 

The Honorable Charles E. Grassley 
Ranking Member 
Committee on Finance 
United States Senate 
Washington, DC 20510-6200 

The Honorable Jon L. Kyl 
Committee on Finance 
United States Senate 
Washington, DC 20510-6200 

The Honorable Jim Bunning 
Committee on, Finance 
United States Senate 
Washingto'n, DC 20510-6200 

The Honorable Pat Roberts 
Committee on Finance 
U.S. Senate 
Washington. DC 20510-6200 

The Honorable Michael 8 . Enzi 
Committee on Finance 
United States Senate 
Washington, DC 20510-6200 

The Honorable John Cornyn 
Committee on Finance 
United States Senate 
Washington, DC 20510-6200 
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DEPARTMENT OF THE TREASURY 

WASHINGTON, O.C. 20005 

INSPECTOR GENERAL 
lorTAX 

ADMINISTRATION 

The Honorable Michael B. Enzi 
Committee on Finance 
United States Senate 
Washington , DC 20510-6200 

Dear Senator Enzi: 

September 28, 2010 

I am writing to acknowledge receipt of your letter dated September 23, 2010, in 
which you ask me "to investigate a very serious allegation that Administration 
employees may have improperly accessed and disclosed confidential taxpayer 
information." Your letter cites section 6103 of the Internal Revenue Code, the provision 
of the United States Code which protects the privacy of Federal tax returns and their 
information. 

Thank you for bringing this matter to my attention. As the Inspector General 
charged with ensuring , among other things, the fair implementation of our Nation's 
system of tax administration, pursuant to Treasury Inspector General for Tax 
Administration practice. I have ordered the commencement of a review into the matters 
alleged . 

As you are aware, there are certain constraints on my ability to share information 
from our review with you in the absence of a request from the Chairman of the 
Committee on Finance. After completing this review, I will advise you of the results to 
the extent allowable by law. If you have any questions, please do not hesitate to 
contact me at (202) 622-6500. 

Sincerely, 

J·~'1"~ 
J. Rus$ell George 
Inspector General 



The Honorable Michael B Enzi 
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September 28, 2010 

Identical letters sent to: 

The Honorable Charles E. Grassley 
Ranking Member 
Committee on Finance 
United States Senate 
Washington, DC 20510-6200 

The Honorable Jon L. Kyl 
Committee on Finance 
United States Senate 
Washington, DC 20510-6200 

The Honorable Jim Bunning 
Committee on Finance 
United States Senate 
Washington, DC 20510-6200 

The Honorable Pat Roberts 
Committee· on Finance 
U.S. Senate 
Washington. DC 20510-6200 

The Honorable John Cornyn 
Committee on Finance 
United States Senate­
Washington, DC 20510-6200 

The Honorable John Ensign 
Committee on Finance 
United States Senate 
Washington . DC 20510-6200 
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DEPARTMENT OF THE f"REAS'.JRY 

WASHINGTON, D.C. 200ll!> 

September 28, 2010 

The Honorable Charles E. Grassiey 
Ranking Member 
Committee on Finance 
United States Senate 
Washington , DC 20510-6200 

Dear Senator Grassley: 

I am wnting to acknowledge receipt of your letter dated September 23, 2010. in 
which you ask me "to investigate a very serious allegation that Administration 
employees may have improperly accessed and disclosed confidential taxpayer 
information ." Your letter cites section 6103 of the Internal Revenue Code, the provision 
of the United States Code which protects the privacy of Federal tax returns and their 
information . 

Thank you for bringing this matter to my attention. As the Inspector General 
charged with ensuring, among other things, the fa ir implementation of our Nation's 
system of tax administration , pursuant to Treasury Inspector General for Tax 
Administration practice, I have ordered the commencement of a review into the matters 
alleged. 

As you are aware. there are certain constraints on my ability to share information 
from our review with you in the absence of a request from 'the Chairman of the 
CC?mmittee on Finance. After ~ompleting this review. I will advis·e you of the results to 
the extent allowable by law. If you have any questions, please do not hesitate to 
contact me at (202) 622-6500. 

Sincerely. 

j. L.JJ 11'->-'-~ 
J. Russel; George 
Inspector General 



The Honorahle Charles E. Grassley 
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September 28 2010 

Identical letters sent to: 

The Honorable Jon L. Kyl 
Committee on Finance 
United States Senate 
Washington , DC 20510-6200 

The Honorable Jim Bunning 
Committee on Finance 
United States Senate 
Washington, DC 20510-6200 

The Honorable Pat Roberts 
Committee on Finance 
United States Senate 
Washington, DC 20510-6200 

The Honorable Michael B. Enzi 
Committee on Finance 
U.S. Senate 
Washington, DC 20510-6200 

The Honorable John Cornyn 
Committee on Finance 
United States Senate 
Washington , DC 20510-6200 

The Honorable John Ensign 
Committee on Finance 
United States Senate 
Washington, DC 20510-6200 
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DEPARTMENT OF THE TREASURY 

WASHINGTON, D.C. 20005 

INSPECTOR GENERAL 
for TAX 

ADMINISTRATION 

The Honorable Jon L. Kyl 
Committee on Finance 
United States Senate 
Washington , DC 20510-6200 

Dear Senator Kyl: 

September 28, 2010 

I am writing to acknowledge receipt of your letter dated September 23. 2010, in 
which you ask me "to investigate a very serious allegation that Administration 
employees may have improperly accessed and disclosed confidential taxpayer 
information." Your letter cites section 6103 of the Internal Revenue Code, the provision 
of the United States Code which protects the privacy of Federal tax returns and their 
information. 

Thank you for bringing this matter to my attention . As the Inspector General 
charged with ensuring , among other things, the fair implementation of our Nation 's 
system of tax administration , pursuant to Treasury Inspector General for Tax 
Administration practice, I have ordered the commencement of a review into the matters 
alleged . 

As you are aware, there are certain constraints on my ability to share information 
from our review with you in the absence of a request from the Chairman of the 
Committee on Finance. After completing this review. I wi ll advise you of the results to 
the extent allowable by law. If you have any questions, please do not hesitate to 
contact me at (202) 622-6500. 

Sincerely, 

J· ~r1~eyL-
j. Russell George 
Inspector General 



The Honorable Jon L Kyl 
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September 28, 2010 

Identical letters sent to: 

The Honorable Charles E. Grassley 
Ranking Member 
Committee on Finance 
United States Senate 
Washington, DC 20510-6200 

The Honorable Jim Bunning 
Committee on Finance 
United States Senate 
Washington, DC 20510-6200 

The Honorable Pat Roberts 
Committee on Finance 
United States Senate 
Washington. DC 20510-6200 

The Honorable Michael B. Enzi 
Committee on Finance 
U.S. Senate 
Washington , DC 20510-6200 

The Honorable John Cornyn 
Committee on Finance 
United States Senate 
Washington , DC 20510-6200 

The Honorable John Ensign 
Committee on Finance 
United States Senate 
Washington, DC 20510-6200 

Page 12 



Page 13 

DEPARTMENT OF THE TREASURY 

WASHINGTON, D.C. 20005 

INSPECTOR GENERAL 
rorTAX 

AOMINISTRA TION 

The Honorable Pat Roberts 
Committee on Finance 
United States Senate 
Washington, DC 20510-6200 

Dear Senator Roberts: 

September 28, 2010 

I am writing to acknowledge receipt of your letter dated September 23, 2010, in 
which you ask me "to investigate a very serious allegation that Administration 
employees may have improperly accessed and disclosed confidentia l taxpayer 
information." Your letter cites section 6103 of the Internal Revenue Code, the provision 
of the United States Code which protects the privacy of Federal tax returns and their 
information. 

Thank you for bringing this matter to my attention As the Inspector General 
charged with ensuring , among other things, the fair implementation of our Nation's 
system of tax administratior, pursuant to Treasury Inspector General for Tax 
Administration practice, I have ordered the commencement of a review into the matters 
alleged . 

As you are aware, there are certain constraints on my abi lity to share information 
from our review with you in the absence of a request from the Chairman of the 
Committee on Finance. After completing this review. I will advise you of the results to 
the extent al lowable by law. If you have any questions, please do not hesitate to 
contact me at (202) 622 .. 6500 

Sincerely, 

~· ~ '1~"Cf--
J. Russell George 
Inspector General 



The Honorable Pat Roberts 
Page Two 
September 28. 2010 

Identical letters sent to: 

The Honorable Charles E. Grassley 
Ranking Member 
Committee on Finance 
United States Senate 
Washington, DC 20510-6200 

The Honorable Jon L. Kyl 
Committee on· Finance 
United States Senate 
Washington , DC 20510-6200 

The Honorable Jim Bunning 
Committee on Finance 
United States Senate 
Washington, DC 20510-6200 

The Honorable Michael B. Enzi 
Committee on Finance 
U.S. Senate 
Washington , DC 20510-6200 

The Honorable John Cornyn 
Committee on Finance 
United States Senate · 
Washington. DC 20510-6200 

The Honorable John Ensign 
Committee on Finance 
United States Senate 
Washington, DC 20510-6200 
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MAX BAUCIJS, MONTAN'I, f.HAIRMAN 

JOHN D. ROCKErELLER IV, WfST VIRGINIA 
KEl'IT CON~AO, NORTH OAKOTI\ 
JEFF BtN(;AMAN, NEW MEXH.:O 
JOllN f. KEl\RV, MASSAC/l\JS[TTS 
RLANCHf L. LINCOlN. ARKANSAS 
RON WYOF.N, ORlGON 
CHAR~tS ~. SCHUMf.R. Nf.11\' YORK 
DFBUlf Sl ABf:NOW. MICHIG4N 
MARIA CANTWELL, WASHINGTON 
Bill NELSO..,, FLORIDA 
fl08f.fll M~N~Nllf.l. N~W JH<SlY 
THOMAS A. CARPfA, D>I AWAR• 

CHUCK \1RA5SLEY, IOWA 
ORRIN G. HATCH. Ill All 
OLYMPIA J. 5NOWE, MAINE 
JON KVL. ARIZO"lA 
.JIM RUNNING, KfNTUr.KV 
Mlk[ CRAPO. IDAHO 
Pl\ T ROflF.RTS. KANSAS 
JOit"' rnSIGN, Nf.VADI\ 
MICHAEL 8. ENZI. WYOMING 
JOl<N COR..,YN, TEXAS 

RUSSEL l 5LJLI tVAN, STAff OIRFCTOR 
KOLAN DAVIS, "EPUBLICA'll STAFF DIRECTOR ANOCHiH COUNS•L. 

The Honorable J. Russell George 
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tlnitrd ~tatcs ~cnatr 
COMMITIEE ON FINANCE 

WASHINGTON, DC 20510--6200 

September 23, 2010 

Treasury Inspector General for Tax Administration 
1125 15th Street NW, Suite 700 
Washington, DC 20005 

Dear Inspector General George: 

We are writing to ask you to investigate a very serious allegation that Administration 
employees may have improperly accessed and disclosed confidential taxpayer information. As 
you know, section 6103 of the Internal Revenue Code protects the privacy of federal tax returns 
and return information. This law was enacted as a result of the use of tax information for 
political gain during the Watergate scandal. 

Congress sent a very clear message with the enactment of section 6103 that taxpayer 
privacy was extremely important. The Internal Revenue Service (IRS) Restructuring and 
Reform Act of 1998 (RRA 98) imposed further sanctions on IRS and Treasury employees for 
accessing tax information without reason - even if such information was not further disclosed. 
Penalties for unauthorized access or disclosure of returns and return information range from 
monetary penalties to termination of employment to imprisonment. 

Chairmen of either the Senate Committee on Finance or the House Ways and Means 
Committee are the only Members of Congress able to receive information protected by section 
6103 and that is only upon written request in which specific individuals who may view the 
sensitive information are identified to the IRS. However, these Members and their staff are 
subject to the same sanctions for unauthorized access or disclosure of returns and return 
information. 

Similarly, your office and the Government Accountability Office (GAO) are also subject 
to the same sanctions. In fact, we have been told repeatedly that TI GT A, GAO, and even IRS 
reports that summarize tax information are in violation of section 6103 if they include aggregate 
data on so few taxpayers that the taxpayers may be easily identified. 

Thus, we are very concerned about a statement made by Administration officials in an 
August 27, 2010, press briefing regarding the President's Economic Recovery Board's (PERAB) 
report on corporate tax reform. This statement, as reported by The Wall Street Journal, 
comments on the legal structure of Koch Industries, Inc. (Koch) and its impact on the group's tax 
liability. While Koch's website indicates some of the Koch companies are limited liability 
companies (LLC) or limited partnerships, there is no indication that Koch itself is a Subchapter S 
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Corporation, which is one type of flow through entity, or a Subchapter C corporation. In 
addition, an LLC can choose to be taxed as Subchapter C corporation. 

Thus, the statement that Koch is a pass-through entity implies direct knowledge of 
Koch's legal and tax status, which would appear to be a violation of section 6103. Alternatively, 
if the statement was based on speculation, it rai ses the question of whether the Administration 
speculating about any speci fic taxpayer's liability is appropriate. 

The statement is also troubling because it was made shortly after the President 
highlighted the advocacy work of certain tax-exempt organizations funded by Koch Industries, 
Inc. and its owners. The work of these tax-exempt organizations, while opposing the 
Administration's policies, appears to be in compliance with the tax laws. However, we are 
concerned that the PERAB • s statement singling out Koch Industries, Inc. so soon after the 
President's statement was politically motivated. 

As a result, we ask that you obtain and review a transcript of the August 27, 2010, press 
briefing to determine the basis for the Administrations employees' statements and review the 
PERAB's work in preparing its report on corporate tax reform. In particular, we ask you to 
address the following questions. 

I) Did Administration employees, including PERAB employees, have access to tax 
returns and return infonnation in compiling the PERAB report? 

2) If yes, how many companies' tax returns did the PERAB employees review and did 
they follow the procedures prescribed under the regulations governing section 6103 
for accessing and protecting taxpayer information? 

3) Did Administration employees, including PERAB employees, violate section 6103 
when they discussed the tax status of Koch Industries, Inc. and its related companies? 

4) If violations of 6103 did not occur, what was the basis for the statement regarding 
Koch's legal and tax status and was the statement appropriate? 

We appreciate your prompt attention to this matter. 

Chuck Grassley 
Ranking Member 

Sincerely, 
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United States Senator 
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Pat oberts 
United States Senator 

~E~ -4ot.la 
JohnComyn 

United States Senator United States Senator 

John Ensign 
United States Senator 
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