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Dear Director Whitle
| I have yo
the expertise ¢

management . j
Conference § g8/Division of the Department of Revenue.
As you state, s—gdeghfion is whether the Department may
permit these outside consultants, who are independent con-
tractors, to have access to Illinois income tax case files,

solely for the purpose of analyzing the operational problems
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in detail, without violating the confidentiality provision
of section 917 of the Illinois Income Tax Act. (Ill. Rev.
Stat. 1975, ch. 120, par. 9-917.) Section 917 provides

in paragraph (a):

"(a) Confidentiality. Except as provided
in this Section, all information received by the
Department from returns filed under this aAct,
or from any investigation conducted under the
provisions of this Act, shall be confidential,
except for official purposes within the Depart-
ment or pursuant to official procedures for
collection of any State tax or enforcement of any
civil or criminal penalty or sanction imposed
by this Act or by another statute imposing a
State tax, and any person who divulges any such
information in any manner, except for such purposes
and pursuant to order of the Director or in
accordance with a proper judicial order, shall
be guilty of a Class A misdemeanor."

It is my opinion that the employment of outside consultants
to prepare a plan that would improve the‘opsrations of the
conference and Hearings Division is an “official purpose
within the Department"” so that the consultants"access to
inéome tax case files would not be a breach of the confiden-
tiality provision of the Illinois Income Tax Act.

| The exception to confidentiality "for official

purposes within the Department” is rather broad. There is

little authority construing the phrase and a search of Illinois

statutes containing similar language has uncovered no further




elaboration or judicial interpretation of the terminology.
A reagonable interpretation is that the tax returns shall at
all times be kept within the Department and examined only by
those officially authorized to examine them, and then only
for purposes of carrying on the business and functions of the
Department, but only so far as necessary to carry on those
functions.

What is to be regarded within the exception is
primarily determined by the Director of the Department.
The statute states that the information shall be confidential
except for certain purposes and pursuant to order of the
Director. If the Director issues an order authorizing the
use of the information and stating that the use permitted is
for official purposes, the exception would become operative,
In'this particular case it would be reasonable for the
Director to make a determination that the employment of a
professional firm to devise a.plan to improve the functions
of the Department so ihat it can efficiently perform the
duties it was designed to carry out constitutes an "official
purpose within the Department". |

In order to guard against any breach of confiden-
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tiality, the contract entered into between the Department

of Revenue and the management consulting firm should contain
provisions incorporating section 917, stating that the returns
and the information in them are confidential and may be
examined only for official purposes related to the manage-
ment problem; stating that the employees and agents of the
consulting firm may not divulge any information from any
return to any person other than an employee of the Department
or to another employee or agent of the consulting firm and
then only for purposes of the management survey; and pro-
viding for practical procedures that the Director deems
necessary to insure confidentiality. Such pfocedures could
include naming the management firm people who could examine
the returns and limiting their.number, directing supervision
and control of reﬁurns to be handled by certain department
employees, providing for safekeeping, and requiring careful
a&hereﬁce by everyone to the requirements  for keeping the
information in the returns confidential. 1In short, the
Department should retain a greater supervisory role over thq
opérations of the consultants than is usually the case with
an independent contractor.

Very truly yours,

ATTORNEY GENERAL




