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NOMINATIONS OF MARK A. WEINBERGER TO
BE ASSISTANT SECRETARY OF THE TREAS-
URY FOR TAX POLICY, AND JOHN DUNCAN
TO BE ASSISTANT SECRETARY OF THE
TREASURY FOR LEGISLATIVE AFFAIRS

WEDNESDAY, FEBRUARY 28, 2001

U.S. SENATE,
COMMITTEE ON FINANCE,

Washington, DC.
The hearing was convened, pursuant to notice, at 4:20 p.m., in

room 215, Dirksen Senate Office Building, Hon. Charles E. Grass-
ley (chairman of the committee) presiding.

Also present: Senator Baucus.

OPENING STATEMENT OF HON. CHARLES E. GRASSLEY, A U.S.
SENATOR FROM IOWA, CHAIRMAN, COMMITTEE ON FINANCE
The CHAIRMAN. Now would Mr. Weinberger and Mr. Duncan

please come to the table? The committee is going to consider the
nomination of Mark Weinberger to be Assistant Secretary of Treas-
ury for Tax Policy, and Mr. John Duncan to be Deputy Under Sec-
retary of the Treasury.

As everyone knows, in executive session earlier today the Fi-
nance Committee approved Mr. Weinberger’s and Mr. Duncan’s
nomination. However, considering what you have to go through to
be in the Treasury Department, you may want to reconsider if you
want to go forward with your nomination.

The administration, of course, is very fortunate to have someone
of Mr. Weinberger’s knowledge and experience serving as Assistant
Secretary for Tax Policy. He was counsel for Senator Danforth dur-
ing his time on the committee.

In addition, he was Chief of Staff of the President’s Bipartisan
Committee on Entitlements and Tax Reform. That used to go by
the Kerrey Commission, after Senator Kerrey of Nebraska. Again,
a good background you have, Mr. Weinberger, for coming to work
where you are now, as you will be serving before us, to a consider-
able extent, in your work.

I would like to turn to another nominee who I got acquainted
with a lot better than I did you, Mr. Weinberger, in the time that
John Duncan served with an old friend of this committee and the
U.S. Senate, because Mr. Duncan was for 16 years an administra-
tive assistant to former Chairman Senator Roth, where he was
very, very closely involved with the work of this Senate Finance
Committee.
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Prior to that, it is my understanding that Mr. Duncan was in-
volved in government oversight in both the House and Senate for
a number of years. So he is a very well-known figure on the Hill,
and greatly respected by both Senators and staff, and I might say,
on both sides of the aisle.

President Bush and Secretary O’Neill should be commended for
having two such outstanding and sterling candidates joining the
Department of Treasury.

Before I turn to my colleague Senator Baucus, let me thank Sen-
ator Baucus and his staff of the Finance Committee for being so
gracious in working with us and with the administration to report
both nominations on such short notice.

Senator Baucus?

OPENING STATEMENT OF HON. MAX BAUCUS, A U.S. SENATOR
FROM MONTANA

Senator BAUCUS. Thank you very much, Mr. Chairman.
We have two great people here. We have worked with them in

different capacities over the years and they are both, Mr. Duncan
and Mr. Weinberger, a real credit to America. I know they are
going to serve us very well.

Both of you gentlemen, we want to work with you. I know we
will. Thanks for your service.

The CHAIRMAN. I would like to ask either of you to introduce any
family or friends that you have with you. We will start with Mr.
Weinberger.

Mr. WEINBERGER. Thank you, Mr. Chairman. I do, so I will just
enter in here. I have two-thirds of my family with us. My wife,
Nancy, and my daughter Rachel, who is 5, and my son Noah, who
is 3, and our 15-month-old twins are home, I assume, to give my
wife a break.

The CHAIRMAN. The child tax credit is the one that is going to
get top priority. [Laughter.]

Mr. Duncan, do you have anybody you would like to introduce?
Senator BAUCUS. It may be so high as this phases out forward.

[Laughter.]
Mr. DUNCAN. Mr. Chairman, my wife was unable to make it this

afternoon. I have a son who is under the weather, so she is taking
care of him and unable to make it this afternoon.

The CHAIRMAN. Well, we will ask you for your statement at this
particular time, before we ask some questions.

STATEMENT OF MARK A. WEINBERGER, NOMINATED TO BE
ASSISTANT SECRETARY OF THE TREASURY FOR TAX POLICY

Mr. WEINBERGER. Great. I, first of all, would like to ask that my
statement be submitted for the record, if I can.

The CHAIRMAN. Yes.
[The prepared statement of Mr. Weinberger in the appendix.]
Mr. WEINBERGER. Thank you, Mr. Chairman and Mr. Baucus.
The CHAIRMAN. And also yours, Mr. Duncan, if you have one.
Mr. WEINBERGER. I am deeply honored to appear before this com-

mittee as the President’s nominee to serve as the Assistant Sec-
retary of the Treasury for Tax Policy.
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I am grateful to President Bush and to Secretary O’Neill for giv-
ing me this opportunity to serve my country in this capacity, and
to Chairman Grassley and Senator Baucus for expediting the proc-
ess in getting this hearing done today.

In particular, thanks to the staff, I know, who had to run around
and pull all the paperwork together in rather short order. It is
greatly appreciated.

It was a short 4 months ago that I appeared before this com-
mittee as a nominee of President Clinton to serve as a member of
the Social Security Advisory Board. I appreciated then this commit-
tee’s consideration and support of the full Senate in confirming me
for that position.

Once again, now, I find myself before the committee. The com-
mittee is on the front line for decision making at one of the most
momentous times in history. The Federal Government’s projected
surpluses over the next decade are unprecedented.

The scope of the issues that will be faced in this regard over the
next few years, primarily with respect to programs under jurisdic-
tions of the Committee on Finance, cannot be broader.

Decisions this committee makes will have a profound effect on
the quality of life of every man, woman, and child in the country.
If confirmed, I look forward to being part of that discussion with
you. I am sure that your answers, the ones you arrive at, will serve
our country well.

Lastly, and most importantly, I would like to recognize my family
that I introduced moments ago. If I could have them at this table
with me today, I would. I cannot do justice in words when express-
ing the love and appreciation for my wonderful wife and children.

My wife Nancy, and four children, Rachel, Noah, Sean and Ben,
who are the twin boys who are not here today, truly are my begin-
ning and my end. They cheerfully support all the mounting com-
mitments in life and give me the strength, courage, and refuge
needed to face life’s challenges and opportunities.

It is a great privilege to be here today, and I look forward to an-
swering any questions you might have.

The CHAIRMAN. Thank you.
Now, Mr. Duncan, for your statement, please.

STATEMENT OF JOHN DUNCAN, NOMINATED TO BE ASSIST-
ANT SECRETARY OF THE TREASURY FOR LEGISLATIVE AF-
FAIRS

Mr. DUNCAN. Mr. Chairman, Senator Baucus, I also am very
honored to be before this committee as the President’s nominee to
serve as Assistant Secretary of the Treasury for Legislative Affairs.
I am very grateful to President Bush and to Secretary O’Neill for
this opportunity.

I also want to thank your staff, and you, for the extra effort that
was made to have our hearing today. The amount of work that has
gone on behind the scenes to get all the papers where they need
to be has been extraordinary, and we appreciate it a great deal.

In my years with former Chairman Roth, I have come to under-
stand the dynamics of this committee, its tradition of searching for
consensus and acting with a thoughtfulness and collegiality. I ap-
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preciate this opportunity to continue to make contributions to the
committee’s work.

I want to take this time to acknowledge the profound debt that
I owe to Senator Roth. He has taught me a great deal over the last
16 years. He is a good friend and he is the best boss that any ad-
ministrative assistant could ever have.

As you know, the Department of Treasury has a very broad port-
folio, although tax cuts are on the front pages and the department
handles issues as diverse as the economic crisis in Turkey to poli-
cies affecting financial institutions and law enforcement.

One of the fundamental purposes of the Assistant Secretary for
Legislative Affairs is to ensure that the view of Congress are
known and fully considered by the department and the administra-
tion, while at the same time providing Treasury’s views to Con-
gress in a timely manner.

I pledge that I will always be available to field any questions or
concerns that members of this committee may have, and to ensure
that the responsible officials at the Treasury provide you with
timely response.

It is a great privilege to be here today, and I look forward to an-
swering any questions you might have.

[The prepared statement of Mr. Duncan appears in the appen-
dix.]

The CHAIRMAN. Now I would have three standard questions that
we ask everybody who’s appointed. This would be to both of you,
but I would ask you to respond separately.

Is there anything you are aware of in your background that
might present a conflict of interest with the duties of the office to
which you have been nominated? Mr. Weinberger?

Mr. WEINBERGER. No.
The CHAIRMAN. Mr. Duncan?
Mr. DUNCAN. No.
The CHAIRMAN. Second, do you know of any reason, personal or

otherwise, that would in any way prevent you from fully and hon-
orably discharging the responsibilities of the office to which you
have been nominated? Mr. Weinberger?

Mr. WEINBERGER. No.
The CHAIRMAN. Mr. Duncan?
Mr. DUNCAN. No.
The CHAIRMAN. Third, do you agree, without reservation, to re-

spond to any reasonable summons to appear and testify before any
duly-constituted committee of Congress, if you are confirmed? Mr.
Weinberger?

Mr. WEINBERGER. Yes.
The CHAIRMAN. Mr. Duncan?
Mr. DUNCAN. Yes.
The CHAIRMAN. All right.
I had some questions I was going to ask you. I do not think they

are that important that we ask now, and I do not even think that
I would ask you to respond in writing.

If Senator Baucus has any questions, I will defer to him. If you
need some time, go ahead.

Senator BAUCUS. No. That is fine. Thank you very much, Mr.
Chairman.
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Just a couple of questions for you, Mr. Weinberger. I was a bit
taken aback when last week, when I was walking through an air-
port, there in the newspaper rack was a Forbes magazine article.

The cover story was how to cheat on your taxes, or said, ‘‘Are you
a Chump?’’ or something like that, because you are paying more
taxes than you have to. It really got to the question of evasion,
shelters, havens, and so forth.

Based on the conclusion of the Forbes article, it was several
pages, I read it, there are a lot of shelters which many are taking
advantage of. We are losing, according to that article, about $200
billion a year in unreported and uncollected revenue. That is al-
most the President’s tax cut.

What are we going to do about that? As I recall, there are ones
like Section 503(c)(15), which is an insurance shelter, which this
article claimed is being abused by some insurance companies. That
is, paying low premiums, able to get total deferment, even long-
term capital gains, until it is repatriated.

I am concerned, and I think a lot of Americans are concerned
about shelter abuses. What are we going to do about that?

Mr. WEINBERGER. Well, Senator Baucus, the previous adminis-
tration had actually taken a leadership role in starting the dia-
logue on tax shelter issues. The staffs of this committee have
played an active role in also trying to deal with that.

The article you refer to is based on individual tax shelters. We
have other alleged tax shelters in the corporate area. I think the
best thing we can do is to continue to try and sift out what is
abuses of the law, illegalities. That article contained many situa-
tions of outright fraud.

We have to be prepared and have a strong IRS that can enforce
the laws and go after those taxpayers so that all taxpayers feel like
we have a fair system and everyone pays their fair share. That is,
of course, the underpinning of a voluntary system. If we lose the
benefit of people feeling like they are treated fairly, we are in seri-
ous trouble.

So I think that the Treasury Department, as we identify these
situations, we have issued a series of notices to go after them when
we do identify them. We have put forward a number of regulations
that the previous administration has that we will be reviewing,
proposed regulations dealing with a variety of additional disclosure
and circular 230, governing the rules of how lawyers and account-
ants deal with these situations. We want to work with this com-
mittee and this committee staff to help to continue to identify these
situations and deal with them in a proactive way.

Senator BAUCUS. Well, I urge you to be aggressive. That article
also pointed out, and it is sort of common, there are just fewer au-
dits now. People think they can get away with more.

The more that trend continues, the more we are going to go down
in this vicious circle. It is just going to get worse, and worse, and
worse. I strongly urge you, the Treasury, this administration, to get
pretty aggressive in clamping down on some of these shelters.

I might just say, coincidentally, I was speaking to a business
group over the weekend and made this very point. These are high-
powered business people. When I finished, one of them walked up
to me and said, Senator, you are right. He is involved in an insur-
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ance company. He said, you are on to something. I know some com-
panies do abuse that provision of the Code.

He seemed like a real reasonable guy. I do not want to make pol-
icy on anecdotal conversations, but I think there is more than a
kernel of truth in that article. I would just urge the administration
to be a lot more aggressive than we have been thus far if somebody
is not paying their taxes. If they are abusing the system, he or she
ought to pay, individual or corporate.

The other question, is tax havens. There is some concern about
the U.S. being somewhat concerned about havens, thinking that,
well, we are intruding upon a Nation’s sovereignty. The Nation
ought to be able to set up its own tax system.

But a lot of this is really transparency. The country can have its
own system, but what is it? The first question is, is it fair? Does
it discriminate or not discriminate against Americans? There are a
lot of American companies that do think that a lot of countries are
discriminating now against American corporations.

The second question, is transparency. Do we fully know what is
going on in some of these countries? It is my opinion, frankly, that
we are kind of slipping, as Americans. The U.S. Government’s pro-
tecting American taxpayers is slipping. I am talking about the last
administration; it is the only one I know about, not yours.

So, I think you can perform a real credit and kind of make some
people stand up and take notice, and a couple of eyebrows be
raised, if you in the Treasury and this administration could be fair,
but firm, about correcting some of these abuses. It is a very com-
petitive world and it is going to get more competitive with each
passing day.

I am not being nationalist about this, I am just being fair about
it. We do not want to discriminate against others, we just do not
want them to discriminate against us. So that addresses discrimi-
nation, but also the transparency issue is one that I encourage you
to address.

Mr. DUNCAN. Senator, you are absolutely right in striking the
balance that has to be identified between sovereignty and the abil-
ity for countries who have worldwide taxation to be able to collect
taxation from their taxpayers that are outside their borders.

There is a project the OECD has under way, looking at harmful
tax competition. The United States, under the previous administra-
tion, has been a leader in that effort.

The current administration is reviewing that project, seeing how
we can certainly continue to do exactly what you are talking about,
cut down on illegalities by trying to encourage transparency, get-
ting rid of secrecy, and the ability to subvert the law, while at the
same time ensuring that individual countries are able to set their
own tax policies.

Senator BAUCUS. I appreciate that. But there have been many,
and at least one Wall Street Journal article, that quoted Secretary
O’Neill suggesting that the United States might back off a bit on
that project. I think it would be wise to reexamine that statement.

Mr. DUNCAN. Yes, Senator. The actual Wall Street Journal arti-
cle was going to the point that you were making before, where the
Secretary has made clear that he is continuing to go after the
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transparency and trying to prevent countries that have secrecy
that allows taxpayers to hide their money.

But at the same time, what he was saying, he just wanted to en-
sure, since obviously he has only been in the office a month, the
objective of the entire study is basically that, to target those two
situations and not to try and infringe on country sovereignty. The
OECD has repeatedly said that is not their intention, and we hope
it is not.

Senator BAUCUS. All right. Thank you.
The CHAIRMAN. I said I did not have a question, but I have got

a concern I would like to express to you. This would really be for
both of you, because it is a matter of Congress getting information.

We are particularly concerned about costs and complication of
the implementation of the Tax Code, particularly as we do changes
from time to time, how the changes in the Tax Code will make the
IRS work easier or more difficult, and the impact of Tax Code
changes on the taxpayers, whether it will increase or decrease sim-
plification for the taxpayers that struggle very hard to fill out, if
they do fill out their own forms, or it is very costly if they have
somebody else do it.

We have heard concerns that the IRS has not been free to give
its opinion on the impact of tax legislation on the work of the Con-
gress.

I was wondering if you would assure us that you do what you
can to make sure the IRS is not muzzled by the Treasury respond-
ing to Congressional requests on these matters.

Mr. WEINBERGER. I certainly assure you, we will do everything
we can to preserve the independence of the IRS on those issues.
You know the Commissioner well; he is not someone who is muz-
zled. We have a great working relationship with the Commissioner,
and look forward to fostering that communication as opposed to
really doing anything that would muffle it.

The CHAIRMAN. All right.
The same for you, Mr. Duncan?
Mr. DUNCAN. Yes. Absolutely the same.
The CHAIRMAN. Thank you all very much.
Senator BAUCUS. Mr. Chairman, if I might, just very briefly.
The CHAIRMAN. Yes. Please.
Senator BAUCUS. Back to the frequency of audits. What is the

proper rate? What is the proper level? Is there a resource problem
at the IRS? Some suggest there is, and that is why the audit rate
has fallen off so much. So it really begs the question of what the
rate should be. Your thoughts?

Mr. DUNCAN. Well, I am not sure what the proper rate should
be. Obviously the proper rate needs to be enough so that we have
a system where taxpayers feel that they need to comply. It is a vol-
untary system, but obviously if we had no audits, it may not be so
voluntary.

I think that resources are always an issue for the IRS. This
budget actually does fund a program that is aimed at a program
that was actually put in place last year, which would put 4,000
more people at the IRS who would be able to be in a position to
do audits.
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One of the things that we have seen, Senator, is a shift in focus
to some degree, from the personnel in the audits to responding to
taxpayers via questions and things like that, because of a limita-
tion of resources.

But the President, in his budget, has actually funded a program
that would provide money for additional auditors to be out there
and conducting those audits.

Senator BAUCUS. I appreciate that answer. The article had $200
billion in uncollected, unreported. That just caught my attention a
little bit.

Thank you, Mr. Chairman.
The CHAIRMAN. Yes. Thank you very much. Good luck in your

work. Do not forget your families; they are important.
[Whereupon, at 4:40 p.m., the hearing was concluded.]
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A P P E N D I X

ADDITIONAL MATERIAL SUBMITTED FOR THE RECORD

PREPARED STATEMENT OF JOHN DUNCAN

Mr. Chairman, Senator Baucus, Members of the Committee:
I am deeply honored to appear before this Committee as the President’s nominee

to serve as Assistant Secretary of the Treasury for Legislative Affairs. I am grateful
to President Bush and Secretary O’Neill for this opportunity to serve.

I want to thank you and your able staffs for the extra effort that allowed this
hearing today for Mr. Weinberger and myself to be scheduled.

I have here with me today my wife Marcia and my son John.
In my years with former Chairman Roth, I have come to understand the dynamics

of this Committee, its tradition of searching for consensus and acting with thought-
fulness and collegiality. I appreciate this opportunity to continue making a contribu-
tion to this Committee’s work.

I want to acknowledge also the profound debt I owe to Senator Roth. He has
taught me a great deal. He is a good friend and the best boss any AA could have.

As you know, the Department of the Treasury has a very broad portfolio. Al-
though tax cuts are on the front pages, the Department handles issues as diverse
as the economic crisis in Turkey to policy effecting financial institutions and law en-
forcement.

One of the fundamental purposes of the Assistant Secretary for Legislative Affairs
is to ensure that the views of Congress are known and fully considered by the De-
partment and the Administration, while at the same time providing Treasury’s
views to the Congress in a timely fashion.

I pledge that I will always be available to field any question or concern Members
of this Committee may have, and to ensure that the responsible officials at Treasury
provide you with a timely responses.

It is a great privilege to be here today and I look forward to answering your ques-
tions.
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PREPARED STATEMENT OF MARK A. WEINBERGER

Mr. Chairman, Senator Baucus, Members of the Senate Finance Committee:
I am deeply honored to appear before this Committee as the President’s nominee

to serve as Assistant Secretary of the Treasury for Tax Policy. I am grateful to
President Bush and Secretary O’Neill for the opportunity to serve my country in
this capacity, and to Chairman Grassley and Senator Baucus for expediting this
process and holding this hearing.

It was a short four months ago that I appeared before this Committee as a nomi-
nee of President Clinton to serve as a member of the Social Security Advisory
Board. I appreciated then this Committee’s consideration, and the support of the full
Senate, in confirming me to serve the government and the American people in that
capacity. I am proud of the work of the board and honored to serve with its other
distinguished members to analyze the important policy and administrative issues
that our Social Security and disability programs face.

I began my government service with a Member of this Committee, Senator John
Danforth (R–MO), in 1990. Working with the Members and staff of the Finance
Committee taught me some of the fundamentals of good government which are high-
ly relevant today. This Committee’s thoughtful consideration of policy, its search for
consensus, and its tradition of comity are the benchmarks to which any public offi-
cial or organization aspires. I am proud to have had the opportunity to serve this
Committee.

On the path to this point in my career I have taken many turns. Upon leaving
the Finance Committee I was fortunate to have the opportunity to serve as Chief
of Staff and Counsel to the President’s Bipartisan Commission on Entitlement and
Tax Reform, chaired by Senators Bob Kerrey (D–NE) and Jack Danforth. I also
served as a Commissioner on the bipartisan National Commission on Retirement
Security, with Senator Breaux (D–LA), of this Committee. If confirmed by the Sen-
ate I will continue to work in the same bipartisan spirit.

I started a law firm with several friends and colleagues named Washington Coun-
sel, PC. The firm was made up of an outstanding group of individuals who taught
me the true value of teamwork. I most recently served as the Director of the Na-
tional Tax practice for Ernst & Young. I was truly humbled by the incredible talent
of the people there.

Once again—now—I find myself before this Committee. This Committee is on the
front line for decision-making at one of the most momentous times in our history.
The Federal government’s projected surpluses over the next decade are unprece-
dented. The scope of the issues that will be faced in this regard over the next few
years, primarily with respect to programs under the jurisdiction of the Committee
on Finance, could not be broader.

Decisions this Committee makes will have a profound effect on the quality of life
of every man, woman and child in this country. If confirmed, I look forward to being
a part of that discussion with you, and I am sure that the answers you arrive at
will serve our country well.

Lastly, and most importantly, I would like to recognize my family. If I could have
them at this table with me today I would. I can not do justice in words when ex-
pressing my love and appreciation for my wonderful wife and children. My wife
Nancy, and four children Rachel, Noah, Sean and Ben, truly are my beginning and
end. They cheerfully support all my mounting commitments in life and give me the
strength, courage and refuge needed to face life’s challenges and opportunities.

It is a great privilege to be here today and I look forward to answering your ques-
tions.
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PREPARED STATEMENT OF HON. FRANK MURKOWSKI

Mr. Chairman, I am very pleased that the President has nominated Mark Wein-
berger to be the Assistant Secretary for Tax Policy. I believe he is one of the most
qualified people anywhere in the country to meet the challenges and tests of this
position.

Mark is universally liked and respected by everyone in the tax community. Not
only does he know the ins and out of the income tax code, but he also knows exactly
how things work on Capitol Hill. He may have gotten his start as an intern in Sen-
ator Specter’s office in 1992, but Mark really learned the ways of the Finance Com-
mittee when he became Chief Tax and Budget Counsel for Senator Jack Danforth.

Everyone who worked with Mark during his 3 years with Senator Danforth,
whether on the Democratic or the Republican side of the aisle, held great respect
for his intelligence and his diligence. Those traits will also be well appreciated in
his new job at the Treasury Department.

You know, Mr. Chairman, very few people understand the financial sacrifice that
people make to enter public service. I am sure that Mark is making a great sacrifice
in accepting this position. His lovely wife Nancy Lynn and their four young children,
will share in that sacrifice, not only financially but in time spent away from home.

I truly commend you, Mark, for taking this opportunity to serve America. I know
you will do an outstanding job. And I know that you are very sensitive to the impor-
tant and unique tax issues that affect Alaska.

I wish you the best in your new position.

Æ
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