
The subcommittee also re-
leased an apparent IRS names 
list mailed anonymously to the 
subcommittee by "an Ameri-
can who believes in the U.S. 
Constitution." 

Among the organization 
names are the American Le-
gion, Black Panther Party, 
Church of Jesus Christ, Occi-
dental Petroleum Corporation, 
Hyatt House and Synanon. In-
dividuals listed include enter-
tainers Doris Day, Dean Mar-
tin, Frank Sinatra and Stella 

DONALD C. ALEXANDER 
. . . a "tiny" portion 

Stevens, and former U.S. 'Am-
bassador to Great Britain Wal-
ter Annenberg. 

IRS officials said the list ap-
peared to be something that 
could have come from the 
agency's files, but declined to 
explain the list or discuss the 
names, citing IRS's confiden-
tiality rules. 

Alexander said IRS's partici-
pation in a federal drive on 
narcotics traffickers "has not 
been cost effective," costing 
IRS $53 million in the past 
three fiscal years while, re 
turning $35 million in reve-
nue. The number ' of IRS 
agents in the narcotics pro-
gram was reduced from 1,040 
at the end of June, 1074, to 634 
this March, an agency spokes-
man later said. 

eluding conyeraations with at-
torneys." ' 

The report said IRS agents 
also were found to have re-
corded t lephone conversa-
tions by Ise of Induction coils 
and tape ecorders without ob-
taining the required permis-
sion. Ita'said that while IRS's 
intelligInce division was sup-
posed have only 28 induction 
coils, 	inspection uncovered 
53. 

Me ander and other IRS of-
ficial ;dressed that the re-
ports electronic surveillance 
did not invole wiretapping, 
but ither telephone monitor- 

The IRS report on elec-
tronic surveillance said one 
week's review !'showed that In 
numerous cas special agents 
recorded nontelephonic con-
versations wi out proper au-
thorization from the Attorney 
General (and') recorded eon- 
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Internal Revenue Service 
agents assigned to two under- 
cover investigations "were ma-
jor participants in illegal ac-
tivities," according to an inter-
nal IRS audit report made 
public yesterday- 

"In one project the agent di- 
rectly participated in extor-
tion, sale of stolen property 
and fraudulent business 
schemes. The agent also made 
unauthorized travel to Italy 
and Canada," the IRS report 
said. 

ag
'lln the other project the 
ent conducted a gambling 

and illegal liquor sales opera-
tion that ultimately resulted 
in his arrest and prosecution," 
continued the report, released 
by a House subcommittee re-
viewing IRS Intelligence oper-
ations. 

Another IRS internal report 
made public by the subcom-
mittee said, "In a number of 
areas (IBS) policies and proce-
dures were not adhered to, 
which permitted unauthorized 
electronic recordings of tele-
phonic conversations in nine. 

'cases arid nontelephonic eon-
iversatioini in three cases." 

During obe week's survey 
last winter,- IRS internal audi-' 
tors Inland 17 instances around 
the nation of agency regula-
tions on eleetronic surveil-
lance being .violated by IRS 
agents, according to the re-
port- 

The internal IRS reports 
were the topic of a heated 
three-hOur hearing yesterday 
by the House Government Op-
erations subcommittee at 
which top IRS officials were 
questioned sternly. 

"I don't think that you folks 
are sensitive to the problem 
that we perceive to the inva-
sion of civil rights. Otherwiie, 
you wouldn't have let these 
things go on," said Rep. Benja-
min S. Rosenthal (D-N.Y.), 
Subcommittee chairman. 

IRS Commissioner Donald  

' 
IRS, rom Al 

"indicate th t there have been 
serious rn agernent failures 
in the poi les, practices and 
procedure pf IRS intelligence 
division," hich has 2,700 spe-
cial agents to Conduct criminal 
investigations. 

The renort on IRS under-
cover [piaajects cited as 
"serious weaknesses In man-
agement I and internal con-
trols" an undercover project 
"cendneted or 21/2 years with-
out an affective plan or pro-
gram" and one "conducted for 
18 months without significant 
results or coordination" with 
other IRS Investigations. 

Rep. Robert F. Drinan (D. 
Mass.) 'said IRS should elimi-
nate all its: undercover agents 
"doing ail,  this spooky spy 
stuff." 

Alexander said "a tiny num-
ber" of undercover IRS agents 
is needed to probe organized 
crime.  

party to a conversation or 
"wiring up" an Individual to 
record a. nontelephonic con-
versation. 

"We have a flat rulg against 
wiretapping. We don': engage 
in that," Alexander said 

lance abuses cited to the agen-
cy's report involve' violations 
of IRS regulations, but not 
breaking of the 11w. Pressed 
by Drinan to te 
IRS agents had 
piffled for the vi 
officials said the 

C. Alexander stressed that the 
abuses involve only a "tiny'l 
portion of 'IRS's 80,000 em-
ployees. Alexander said his 
agency has been tightening its 
safeguards against such 
abuses and "is basically doing 
a difficult job well." 

However, Rosenthal said the 
IRS internal audit reports 
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covered by uthorizations, in 
versations 7ith persons not 

. that the electronic surveil-
The His commissioner said 

how many 
been disci-
ations, IRS 
didn't know 

but would find me.. 
A third IRS itternal audit 

report released IF the subcom-
mittee eoncludtd that the 
agency's procedtres for deal-
ing with "narcotics law viola-
tors vary natiotally from dis-
trict to district, and that as a 
result, tax la' are not ap-
plied conststettly and equit-

ing with the consent of one ably to all taxpayers." 


