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Public Law 105–206
105th Congress

An Act
To amend the Internal Revenue Code of 1986 to restructure and reform the Internal

Revenue Service, and for other purposes.

Be it enacted by the Senate and House of Representatives of
the United States of America in Congress assembled,
SECTION 1. SHORT TITLE; AMENDMENT OF 1986 CODE; WAIVER OF

ESTIMATED TAX PENALTIES; TABLE OF CONTENTS.

(a) SHORT TITLE.—This Act may be cited as the ‘‘Internal
Revenue Service Restructuring and Reform Act of 1998’’.

(b) AMENDMENT OF 1986 CODE.—Except as otherwise expressly
provided, whenever in this Act an amendment or repeal is expressed
in terms of an amendment to, or repeal of, a section or other
provision, the reference shall be considered to be made to a section
or other provision of the Internal Revenue Code of 1986.

(c) WAIVER OF ESTIMATED TAX PENALTIES.—No addition to tax
shall be made under section 6654 or 6655 of the Internal Revenue
Code of 1986 with respect to any underpayment of an installment
required to be paid on or before the 30th day after the date of
the enactment of this Act to the extent such underpayment was
created or increased by any provision of this Act.

(d) TABLE OF CONTENTS.—The table of contents for this Act
is as follows:

Sec. 1. Short title; amendment of 1986 Code; waiver of estimated tax penalties;
table of contents.

TITLE I—REORGANIZATION OF STRUCTURE AND MANAGEMENT OF THE
INTERNAL REVENUE SERVICE

Subtitle A—Reorganization of the Internal Revenue Service
Sec. 1001. Reorganization of the Internal Revenue Service.
Sec. 1002. Internal Revenue Service mission to focus on taxpayers’ needs.

Subtitle B—Executive Branch Governance and Senior Management
Sec. 1101. Internal Revenue Service Oversight Board.
Sec. 1102. Commissioner of Internal Revenue; other officials.
Sec. 1103. Treasury Inspector General for Tax Administration.
Sec. 1104. Other personnel.
Sec. 1105. Prohibition on executive branch influence over taxpayer audits and other

investigations.

Subtitle C—Personnel Flexibilities
Sec. 1201. Improvements in personnel flexibilities.
Sec. 1202. Voluntary separation incentive payments.
Sec. 1203. Termination of employment for misconduct.
Sec. 1204. Basis for evaluation of Internal Revenue Service employees.
Sec. 1205. Employee training program.

TITLE II—ELECTRONIC FILING
Sec. 2001. Electronic filing of tax and information returns.
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(i) an amount equal to the amount the employee
would be entitled to receive under section 5595(c) of
title 5, United States Code; or

(ii) an amount determined by an agency head not
to exceed $25,000;
(D) may not be made except in the case of any qualify-

ing employee who voluntarily separates (whether by retire-
ment or resignation) before January 1, 2003;

(E) shall not be a basis for payment, and shall not
be included in the computation, of any other type of Govern-
ment benefit; and

(F) shall not be taken into account in determining
the amount of any severance pay to which the employee
may be entitled under section 5595 of title 5, United States
Code, based on any other separation.

(c) ADDITIONAL INTERNAL REVENUE SERVICE CONTRIBUTIONS
TO THE RETIREMENT FUND.—

(1) IN GENERAL.—In addition to any other payments which
it is required to make under subchapter III of chapter 83
of title 5, United States Code, the Internal Revenue Service
shall remit to the Office of Personnel Management for deposit
in the Treasury of the United States to the credit of the Civil
Service Retirement and Disability Fund an amount equal to
15 percent of the final basic pay of each employee who is
covered under subchapter III of chapter 83 or chapter 84 of
title 5, United States Code, to whom a voluntary separation
incentive has been paid under this section.

(2) DEFINITION.—In paragraph (1), the term ‘‘final basic
pay’’, with respect to an employee, means the total amount
of basic pay which would be payable for a year of service
by such employee, computed using the employee’s final rate
of basic pay, and, if last serving on other than a full-time
basis, with appropriate adjustment therefor.
(d) EFFECT OF SUBSEQUENT EMPLOYMENT WITH THE GOVERN-

MENT.—An individual who has received a voluntary separation
incentive payment under this section and accepts any employment
for compensation with the Government of the United States, or
who works for any agency of the United States Government through
a personal services contract, within 5 years after the date of the
separation on which the payment is based shall be required to
pay, prior to the individual’s first day of employment, the entire
amount of the incentive payment to the Internal Revenue Service.

(e) EFFECT ON INTERNAL REVENUE SERVICE EMPLOYMENT
LEVELS.—

(1) INTENDED EFFECT.—Voluntary separations under this
section are not intended to necessarily reduce the total number
of full-time equivalent positions in the Internal Revenue Serv-
ice.

(2) USE OF VOLUNTARY SEPARATIONS.—The Internal Reve-
nue Service may redeploy or use the full-time equivalent posi-
tions vacated by voluntary separations under this section to
make other positions available to more critical locations or
more critical occupations.

SEC. 1203. TERMINATION OF EMPLOYMENT FOR MISCONDUCT.

(a) IN GENERAL.—Subject to subsection (c), the Commissioner
of Internal Revenue shall terminate the employment of any
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employee of the Internal Revenue Service if there is a final adminis-
trative or judicial determination that such employee committed
any act or omission described under subsection (b) in the perform-
ance of the employee’s official duties. Such termination shall be
a removal for cause on charges of misconduct.

(b) ACTS OR OMISSIONS.—The acts or omissions referred to
under subsection (a) are—

(1) willful failure to obtain the required approval signatures
on documents authorizing the seizure of a taxpayer’s home,
personal belongings, or business assets;

(2) providing a false statement under oath with respect
to a material matter involving a taxpayer or taxpayer represent-
ative;

(3) with respect to a taxpayer, taxpayer representative,
or other employee of the Internal Revenue Service, the violation
of—

(A) any right under the Constitution of the United
States; or

(B) any civil right established under—
(i) title VI or VII of the Civil Rights Act of 1964;
(ii) title IX of the Education Amendments of 1972;
(iii) the Age Discrimination in Employment Act

of 1967;
(iv) the Age Discrimination Act of 1975;
(v) section 501 or 504 of the Rehabilitation Act

of 1973; or
(vi) title I of the Americans with Disabilities Act

of 1990;
(4) falsifying or destroying documents to conceal mistakes

made by any employee with respect to a matter involving
a taxpayer or taxpayer representative;

(5) assault or battery on a taxpayer, taxpayer representa-
tive, or other employee of the Internal Revenue Service, but
only if there is a criminal conviction, or a final judgment
by a court in a civil case, with respect to the assault or battery;

(6) violations of the Internal Revenue Code of 1986, Depart-
ment of Treasury regulations, or policies of the Internal Reve-
nue Service (including the Internal Revenue Manual) for the
purpose of retaliating against, or harassing, a taxpayer, tax-
payer representative, or other employee of the Internal Revenue
Service;

(7) willful misuse of the provisions of section 6103 of the
Internal Revenue Code of 1986 for the purpose of concealing
information from a congressional inquiry;

(8) willful failure to file any return of tax required under
the Internal Revenue Code of 1986 on or before the date pre-
scribed therefor (including any extensions), unless such failure
is due to reasonable cause and not to willful neglect;

(9) willful understatement of Federal tax liability, unless
such understatement is due to reasonable cause and not to
willful neglect; and

(10) threatening to audit a taxpayer for the purpose of
extracting personal gain or benefit.
(c) DETERMINATION OF COMMISSIONER.—

(1) IN GENERAL.—The Commissioner of Internal Revenue
may take a personnel action other than termination for an
act or omission under subsection (a).
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