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Organization and Functions

This material supersedes the state-
ments on organization and functions
published at 36 F.R. 849-890, 36 F.R.
11946, and 37 F.R. 489-490.

Dated: September 27, 1972.

[sEAL] JoHNNIE M. WALTERS,
Commissioner of Internal Revenue.
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1111 ESTABLISHMENT OF THE INTERNAL
REVENUE SERVICE

1111.1 MISSION

The mission of the Service is to encourage
and achieve the highest possible degree of
voluntary compliance with the tax laws and
regulations and to maintain the highest de-
gree of public confidence in the integrity and
efficiency of the Service. This includes com-
municating the requirements of the law to
the public, determining the extent of com-
pliance and causes of noncompliance, and
doing all things needful to a proper enforce=-
ment of the law.

1111.2

(1) The Office of the Commissioner of In-
ternal Revenue was established by an act of
Congress (12 Stat. 432) on July 1, 1862, and
the first Commissioner of Internal Revenue
took office on July 17, 1862.

(2) The act of July 1 provided:

“s *# * That, for the purpose of superin-
tending the collection of internal duties,
stamp duties, licenses, or taxes imposed by
this Act, or which may be hereafter imposed,
and of assuming the same, an office is hereby
created in the Treasury Department to be
called the Office of the Commissioner of the
Internal Revenue; * * * Commissioner of
Internal Revenue, * * * shall be charged, and
hereby is charged, under the direction of the
Secretary of the Treasury, with preparing all
the instructions, regulations, directions,
forms, blanks, sta'nps, and licenses, and dis-
tributing the same or any part thereof, and
8ll other matters pertaining to the assess-
ment and collection of the duties, stamp
duties, licenses, and taxes, which may be
necessary to carry this Act into effect, and
with the general superintendence of his office,
as aforesaid, and shall have authority, and
hereby is authorized and required, to provide
proper and sufficlent stamps or dies for ex-
pressing and denoting the several stamp
duties, or the amount thereof in the case of
percentage duties, imposed by this Act, and
to alter and renew or replace such stamps
from time to time, as occasion shall
require; - * * =

(3) By common parlance and understand~
ing of the time, an office of the importance
of the Office of Commissioner of Internal
Revenue was & bureau. The Secretary of the
Treasury in his report at the close of the
calendar year 1862 stated that “The Bureau
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of Internal Revenue has been organized
under the Act of the last session * * *” Also
it can be seen that Congress had intended
to establish a Bureau of Internal Revenue,
or thought they had, from the act of
March 8, 1863, in which provision was made
for the President to appoint with Senate
confirmation a Deputy Commissioner of In-
ternal Revenue “who shall be charged with
such duties in the bureau of internal reve-
nue as may be prescribed by the Secretary of
the Treasury, or as may be required by law,
and who shall act as Commissioner of inter-
nal revenue in the absence of that officer,
and exercise the privilege of franking all let-
ters and documents pertaining to the office
of internal revenue.” In other words, “the
office of internal revenue” was “the bureau
of internal revenue,” and the act of July 1,
1862 is the organic act of today’s Internal
Revenue Service.

1111.3 HISTORY

1111.31 Internal Tazation. Madison’s
Notes on the Constitutional Convention re=
veal clearly that the framers of the Constitu=
tion believed for some time that the principal,
if not sole, support of the new Federal Gov-
ernment would be derived from customs du-
ties and taxes connected with shipping and
importations. Internal taxation would not be
resorted to except infrequently, and for spe=
cial reasons. The first resort to internal tax-
ation, the enactment of internal revenue
laws in 1791 and in the following 10 years,
was occasioned by the exigencies of the pub-
lic credit. These first laws were repealed in
1802. Internal revenue laws were reenacted
for the period 1813-17 when the effects of the
war of 1812 caused Congress to resort to in-
ternal taxation. From 1818 to 1861, however,
the United States had no internal revenue
laws and the Federal' Government was sup-
ported by the revenue from import duties
and the proceeds from the sale of public
lands. In 1862 Congress once more levied in-
ternal revenue taxes. This time the estab-
lishment of an internal revenue system, not
exclusively dependent upon the supplies of
foreign commerce, was permanent.

1111.32 Background and Evolution of

Present Organization. (1) Before the estab-

lishment of the Office of Commissioner of
Internal Revenue, taxes were collected by
“Supervisors” of collection districts who were
appointed by the President, subject to Senate
confirmation. These Supervisors worked
under the direct control of the Treasury De=
partment. The Revenue Act of 1813 provided,
for the first time, for a ‘“Collector” and a
“Principal Assessor” for each collection dis-
trict, and for deputy collectors and assistant
assessors. Collectors and Assessors appear to
be the original forerunners of the 20th cen-
tury Collectors of Internal Revenue and In-
ternal Revenue Agents in Charge.

(2) Since 1862, the Internal Revenue Serv-~
ice has undergone a period of steady growth
as the means for financing Government op=
erations shifted from the levying of import
duties to internal taxation. Its expansion
received comnsiderable impetus in 1913 with
the ratification of the 16th amendment to the
Constitution under which Congress received
constitutional authority to levy taxes on the
income of individuals and corporations. With
the enactment of income tax laws the work
of the Revenue Service began to take on a
highly technical character.

(3) From the World War I period through
1951, the basic organizational structure of the

Internal Revenue Service remained essen-
tlally unchanged even though there were
marked increases in the number of taxpagyers
serviced, revenue receipts, employees and the
overall workload. The Service was organized,
in Washington and the field, on a program or
“type-of-tax” basis, with jurisdictionally
separate organizations, or “Units,” charged
;ith the administration of different types of
xes,

1111.4 REORGANIZATION PLAN NO. 1 OF 1952
AND OTHER CHANGES

(1) On January 14, 1952, the President of
the United States submitted to Congress
Reorganization Plan No. 1 of 1952, calling
for a comprehensive reorganization of the
Internal Revenue Service. On March 13, 1952,
the last motion to defeat the plan was voted
down in the Senate, and the plan became
effective on March 15, 1952,

(2) Reorganization Plan No. 1 of 1952
brought about four basic changes in the
Internal Revenue Service:

(a) The organization of the Service along
functional lines—i.e., operations, adminis-
tration, technical, planning, and inspection;

(b) The abandonment of the system of
political appointments to positions below the
Commissioner;

(e) The integration of most fleld revenue
programs under District Directors of Internal
Revenue; and

(d) The establishment of a system of re-
glonal administration under Reglonal Com-
missioners of Internal Revenue.

(8) The Reorganization Plan provided au-
thority for the establishment of 26 Offices of
Reglonal Commissioners (referred to as “Dis-
trict Commissioners” in the Plan). By De-
cember 1, 1952, the offices of 17 regional com-
missioners had been established. The major
fleld programs, including alcohol and tobacco
tax enforcement, were integrated under dis-
trict directors; the appellate program and
the permissive alcohol and tobacco tax func-
tions were placed in the offices of regional
commissioners; and, in the National Office,
all activities were placed under Assistant
Commissioners for Inspection; Operations;
and Technical; an Assistant to the Commis-
sioner, and an Administrative Assistant to
the Commissioner.

(4) In 1953, a number of organizational
refinements were effected. The number of
regions was reduced to nine; the field opera-
tions of alcohol and tobacco tax were cen-
tralized at the reglonal level; and the delin-
quent accounts and returns program was
transferred from the Audit Divisions in the
Offices of District Directors to their Collection
Divisions, In the Natlonal Office, the position
of Deputy Commissioner was established and
the Bureau of Internal Revenue was redesig-
nated as the Internal Revenue Service.

(5) Other significant changes since 1953
Include establishment of the Offices of As-
sistant Commissioners for Administration,
Data Processing, and Planning and Research;
redesignation of the Assistant Commissioner
(Operations) as the Assistant Commissioner
(Compliance); discontinuance of the Colum-
bus and Toledo (Ohio) districts and consoli-
dation of the Upper and Lower Manhattan
districts, effective January 1, 1960; estab-
lishment of the Anchorage (Alaska) district
on January 1, 1961; transfer on September 13,
1963, of the Director of Practice from the
Internal Revenue Service to the Office of the
Secretary of the Treasury to be under the
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