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NOMINATIONS OF J. RUSSELL GEORGE, TO
BE INSPECTOR GENERAL FOR TAX ADMIN-
ISTRATION, U.S. DEPARTMENT OF THE
TREASURY; PATRICK P. O’CARROLL, JR., TO
BE INSPECTOR GENERAL, SOCIAL SECU-
RITY ADMINISTRATION; TIMOTHY
BITSBERGER, TO BE ASSISTANT SEC-
RETARY OF FINANCIAL MARKETS, U.S. DE-
PARTMENT OF THE TREASURY; AND PAUL
JONES, TO BE A MEMBER OF THE IRS
OVERSIGHT BOARD, U.S. DEPARTMENT OF
THE TREASURY

WEDNESDAY, JULY 7, 2004

U.S. SENATE,
COMMITTEE ON FINANCE,
Washington, DC.

The hearing was convened, pursuant to notice, at 10:00 a.m., in
room SD-215, Dirksen Senate Office Building, Hon. Charles E.
Grassley (chairman of the committee) presiding.

Also present: Senators Baucus and Lincoln.

OPENING STATEMENT OF HON. CHARLES E. GRASSLEY, A U.S.
SENATOR FROM IOWA, CHAIRMAN, COMMITTEE ON FINANCE

The CHAIRMAN. Good morning, everybody.

We have the opportunity this morning to consider four nomina-
tions. First, we will hear from Mr. Russell George, who has been
nominated by the President to serve as Inspector General for Tax
Administration at the Department of Treasury.

Mr. George currently serves as Inspector General at the Corpora-
tion for National and Community Service. Throughout his long and
distinguished career in public service, he has served as staff direc-
tor of the House Governmental Reform Committee’s Subcommittee
on Government Efficiency, Financial Management, Inter-Govern-
mental Relations. He has also served in the White House during
the first Bush administration.

We will then go to Patrick O’Carroll, who has been nominated to
serve as Inspector General of Social Security. Mr. O’Carroll cur-
rently serves at the Office of Inspector General at Social Security,
and as Assistant Inspector General in the Office of Investigations.
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Mr. O’Carroll worked with me both in my capacity as Finance
chair, as well as when I was chair of the Aging Committee.

We will also hear from Timothy Bitsberger, who has been nomi-
nated to the position of Assistant Secretary, Financial Markets,
within the Department of Treasury. Since October, 2002, Mr.
Bitsberger has served as Deputy Assistant Secretary, Federal Fi-
nance, at the Department of Treasury. He has great experience in
financial markets, both at the Department of Treasury, as well as
the private sector.

Finally, we will hear from Paul Jones, who has been nominated
to be a member of the IRS Oversight Board. Mr. Jones currently
serves as senior vice president of Time Warner Telecom.

I would like to welcome you all to the Finance Committee hear-
ing. We have an opportunity to have a colleague, Senator Sununu
of New Hampshire, introduce one of the nominees.

Mr. Sununu?

STATEMENT OF HON. JOHN SUNUNU, A U.S. SENATOR FROM
NEW HAMPSHIRE

Senator SUNUNU. Thank you very much, Chairman Grassley.

I am very pleased to be here today before the committee to intro-
duce Russell George to be Inspector General to the Internal Rev-
enue Service.

Russell is a good friend, and someone with whom I had the
pleasure of working as a member of the House of Representatives,
serving on the Government Reform and Oversight Committee, and
in particular with him as staff director on the Government Man-
agement Information and Technology Subcommittee.

Now, there are not a great deal of people outside the committee
that know or understand the workings of that subcommittee, but
I always enjoyed its work, in particular because the scope of its
work and involvement and the administration and management of
our Federal Government was so broad.

He provided leadership, guidance, and advice as the staff director
on that subcommittee, working under Chairman Steve Horn, dur-
ing a very, very critical period when Congress was developing and
passing, and seen signed into law, a number of pieces of legislation
that dramatically improved the accountability of the Federal Gov-
ernment, improved our management practices, and improved the
way we deploy technology.

In particular, there was legislation like the Chief Financial Offi-
cers Act that improved the way Federal administrations did their
accounting, that improved the selection of personnel, that added a
level of financial accountability that didn’t exist before, legislation
that addressed the way the Internal Revenue Service was utilizing
and deploying technology and the accountability for the procure-
ment of technology, not just in the IRS, but throughout the entire
Federal Government.

All of these pieces of legislation improved the way government
operates today, but equally important will continue to bear divi-
dends for taxpayers for many years to come.

Russell George was an instrumental figure in the crafting, devel-
opment, and passage of that legislation, as any staff director would
be on such a subcommittee. His experience, however, extends even
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far beyond his work as staff director for a subcommittee in Con-
gress.

He has worked as a Director of Policy in the White House, so has
a strong understanding of how policy is crafted at the executive
level. He has worked as the inspector general for the Corporation
for National and Community Service, which is as good a training
ground as you could possibly have for this next challenge as Inspec-
tor General of the Internal Revenue Service.

He has always approached his work with a dedication that,
frankly, is hard to find anywhere, inside or outside of government,
but is especially valued in this type of a role, that has, of course,
legal and ethical responsibilities, but fiduciary responsibilities
where we are looking for someone that understands how the execu-
tive works, how cabinet-level agencies work, and at the same time,
understands how Congress works.

Russell George brings all of these experiences together, which is
why I could not recommend him more strongly for the position. It
is hard to find such a cross-section of experiences anywhere, but for
this role especially, Inspector General of the Internal Revenue
Service.

We all understand how important that job is, dealing with the
role, the responsibility, integrity, and credibility of the IRS. If you
ask anyone about Russell George’s credibility, integrity, and com-
petence, those are among the very first words that come to mind.

So, I could not be more emphatic in my support for his nomina-
tion, and am urging the committee to act quickly to confirm him
so that we will have a stronger and more accountable IRS. I thank
you very much, Mr. Chairman. I am pleased to be here with Rus-
sell, and all the nominees today.

The CHAIRMAN. We thank you very much for taking time out of
your busy schedule to come and introduce Mr. George. If Senator
Baucus does not have any questions of you, you can go. Then I will
have Senator Baucus give a statement.

Senator SUNUNU. I am happy to answer any questions. I am sure
you will find more substance and directness in Russell’s responses,
but I am happy to answer questions as well.

The CHAIRMAN. All right.

If you do not have any questions, then you go with your opening
statement. Then we will call the witnesses.

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

Senator BAucus. Thank you, Mr. Chairman.

Thank you, nominees, for deciding that you want to help serve
our country.

We consider four nominees this morning: Timothy Bitsberger, to
be Assistant Secretary for Financial Markets; Patrick O’Carroll for
the Social Security Administration, Inspector General; Russell
George for Treasury Inspector General for Tax Administration; and
Paul Jones, for the IRS Oversight Board.

These are important positions. They are responsible for ensuring
the security and efficient management of some of our government’s
most important programs: financial markets, the Social Security
program, and the voluntary tax system that we have.
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The Assistant Secretary for Financial Markets is responsible for
the development and sale of U.S. Government securities that are
traded in financial markets. The Assistant Secretary also advises
the Treasury Secretary on a broad array of matters regarding fed-
eral, State, and local finance.

In addition, the Assistant Secretary leads the Treasury’s partici-
pation in the financing of the District of Columbia.

The Assistant Secretary also advises on Federal Government
credit policies and lending and privatizing activities, as well as
serving as a senior member of the Treasury Financing Group and
the President’s Working Group on financial markets. This is a big
job.

Moreover, I am going to ask—and I think that Mr. Bitsberger is
going to tell us—about our need to raise the debt subject to limit
soon. Last year and the year before that, avoiding default by the
U.S. Treasury was extremely stressful for the Treasury Depart-
ment. Mr. Bitsberger will have quite a task as we try to figure out
how we raise the debt between now and the next several months.

The Social Security Administration plays an essential role in get-
ting Social Security benefits to seniors, widows, widowers, children
who have lost a parent, and people with disabilities.

Making sure that the Social Security program runs properly is
no small task, but it can mean the difference between life and
death for a Social Security recipient.

It could mean the difference between eating or not eating—and
that is literally true—or between taking needed prescription drugs
or not taking them. That is also true. I have witnessed it. It is very
important.

The Social Security Inspector General plays an essential role in
making sure that Social Security gets the job done right. The Social
Security Inspector General protects the Social Security system
against waste, fraud and abuse by conducting independent and ob-
jective audits, evaluations, and investigations.

The documents and reports that the Inspector General provides
have been very helpful to me over the years, and I hope to learn
more today about the project that the Inspector General has
planned.

Mr. O’Carroll has a strong record of public service and an exten-
sive background in law enforcement. I am confident that he will do
a fine job as Social Security Inspector General.

The Treasury Inspector General for Tax Administration is also
extremely important. Congress established the position to oversee
the IRS and tax administration functions by others in the executive
branch. The office includes more than 900 employees.

When Congress designated the Treasury Inspector General for
Tax Administration office in 1998, we maintained requirements of
all other inspector generals, that the nominee should be appointed
without regard to political affiliation and solely on the basis of such
appointee’s integrity and ability.

Congress also recognized the enormity of the job of overseeing
tax administration, so we required that the Inspector General for
Tax Administration have experience running a large organization.

The next Inspector General for Tax Administration faces a
daunting task. The IRS tells us that there is an annual tax gap of
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more than $300 billion each year. That is $300 billion in taxes that
are owed, but not collected, every year.

The Treasury Inspector General for Tax Administration will be
charged with identify where the IRS’s collection efforts have fallen
short and making recommendations as to how to ensure a more ef-
ficient and effective IRS.

Needless to say, experience in tax policy and tax administration
is important. I understand that Mr. George does not have this type
of experience. I urge him, therefore, to pay heed to the many capa-
ble career employees in the office of the IG.

While I have concerns about Mr. George’s nomination, I have an
open mind, especially about his ability to succeed in this job. I look
forward to hearing from Mr. George about how he plans to take the
hard steps necessary to help reform the IRS, a problem we have
had for a long time.

Mr. George, this may take some biting some heads and it will not
always make you popular with the administration or the political
branches, but it will make you effective. The integrity of our vol-
untary tax system depends on your diligence.

Finally, we have a nominee to the IRS Oversight Board, Paul
Jones. The IRS Oversight Board performs a useful function. The
board oversees the Services Administration’s execution and applica-
tion of our tax laws.

Mr. Jones comes to the board with experience in information
technology. Mr. Jones is coming into the position that is critical to
our voluntary tax system. The IRS has spent billions—that is, bil-
lions—in trying to modernize the 1960’s technology.

Congress is frustrated with the IRS’s lack of progress, and the
American taxpayer deserves to see improved service. So, I urge Mr.
Jones to take charge. No more excuses. It is time to see us get
some real results. I am eager to hear from him, as well as the other
nominees. Thank you, Mr. Chairman.

The CHAIRMAN. Senator Baucus, you gave a very complete state-
ment. I did not give that long of a statement. I am glad that you
did, because it is important that we point out in our oversight ca-
pacity that we are concerned about who holds these positions.

Wherever there is independence, whether it is an inspector gen-
eral or whether it is a member of an oversight board, all those
things, I want to emphasize that there is a certain amount of inde-
pendence.

I expect people appointed to those positions to exercise that inde-
pendence in order to have the integrity of the office and the goals
that Congress wanted to accomplish in setting up the office actu-
ally be performed.

Now, what we will do, is starting with Mr. George, then Mr.
O’Carroll, then Mr. Bitsberger, then Mr. Jones, we will ask each
of you to give whatever statement you want to give to us, but a
longer statement would just be automatically put in the record
without your asking and we would ask you to summarize.

Before you speak, each of you should introduce family members
that you want to have recognized. We welcome them here. They
ought to be very proud of you for the acknowledgement of the abil-
ity that your appointment represents.

So, we will start with you, Mr. George.
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Mr. GEORGE. Thank you, Mr. Chairman.

At the outset, I would like to introduce both my mother and fa-
ther, who traveled from New York to be with me today.

The CHAIRMAN. Thank you for standing.

Mr. GEORGE. I would also like to just say to them, thank you for
instilling in me the values that afforded me this opportunity. I love
them very much.

The CHAIRMAN. Thank you very much. Congratulations to you as
parents.

Mr. O’Carroll?

Mr. O’CARROLL. Thank you, Mr. Chairman. At this time I'd like
to introduce my wife, Elaine O’Carroll, who has been with me for
the last 24 years and has stuck with me through thick and thin.

The CHAIRMAN. Very good.

Mr. Bitsberger?

Mr. BITSBERGER. Thank you, Mr. Chairman.

I would like to introduce my wife, Cheryl, and mother of our 4-
year-old twins. Thank you.

The CHAIRMAN. Thank you.

Senator BAucus. How old are your twins?

The CHAIRMAN. Yes.

Mr. BITSBERGER. Four.

The CHAIRMAN. All right.

Now, Mr. Jones?

Mr. JONES. Mr. Chairman, thank you. I would like to introduce
my wife, Ruth, of 6 years. She is behind me, and has stood behind
me faithfully and I thank her for that.

The CHAIRMAN. All right. Thank you.

Senator BAucus. That reminds me. This is probably inappro-
priate. I was at an event not long ago, Mr. Chairman, where a man
was honored. They said, behind every successful man, there is a
surprised wife. [Laughter.] I do not think she is surprised.

The CHAIRMAN. Now, we are going to go through all of the open-
ing statements. So, Mr. George, would you start out?

STATEMENT OF J. RUSSELL GEORGE, NOMINATED TO BE IN-
SPECTOR GENERAL FOR TAX ADMINISTRATION, U.S. DE-
PARTMENT OF THE TREASURY, WASHINGTON, DC

Mr. GEORGE. All right. Thank you.

Chairman Grassley, Senator Baucus, thank you for the oppor-
tunity to provide some testimony today. It is an honor to be here
as the President’s nominee for the position of Treasury Inspector
General for Tax Administration. I am truly grateful to the Presi-
dent for the trust placed in me by his nomination.

I would also like to thank Senator Sununu for his gracious intro-
duction and for his assistance with my nomination.

Mr. Chairman, Senator Baucus, I have served as an inspector
general for nearly 2 years. Prior to that time, I had the opportunity
to assist the chairman of the subcommittee in the House of Rep-
resentatives with responsibility for overseeing the implementation
of the Inspectors General Act.

For over 7 years in that position, I worked with inspectors gen-
eral as they performed their roles. I have worked with inspectors
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general. I observed first-hand how the activities of inspectors gen-
eral can benefit agencies, Congress, and the Nation.

From that experience, as well as my current position, I have
come to the following conclusion: an inspector general is not an-
other general counsel of an organization.

The IG function is to identify waste, fraud and abuse and advise
both the agency head, as well as Congress, on his or her findings
with the goal of stemming inappropriate activity and helping to
avoid its recurrence.

Given the very important role the Internal Revenue Service pro-
vides to the Nation, I am very much aware of the sensitive nature
of the position for which I am being considered. I assure you that,
if confirmed, the Office of Inspector General will be zealous in its
oversight of the agency.

In 1995, when I joined then-chairman Steven Horn as a Staff Di-
rector of the House of Representatives’ Subcommittee on Govern-
ment Management, one of the first charges I received from him
was to examine issues pertaining to the Internal Revenue Service,
especially those identified as being at high risk of waste and abuse.

Among the first issues we reviewed were what was then referred
to as the Tax Systems Modernization Initiative, and is currently re-
ferred to as Business Systems Modernization, what is now referred
to as the tax gap that Senator Baucus referred to, and other com-
pliance issues, and the issue of erroneous and improper payments.

As you note, these very same issues which we reviewed nearly
a decade ago still persist, and in some cases have been exacerbated.
They will be among the first areas that I will focus on, if confirmed.

In addition, I had the opportunity to assist with the House of
Representatives’ consideration of the Internal Revenue Service Re-
structuring and Reform Act, which, as you know, established the
position of Treasury Inspector General for Tax Administration.

Working with Representative Portman and his staff on this legis-
lation enhanced my understanding of the significant role of the In-
spector General for Tax Administration.

Mr. Chairman, once again, thank you for the opportunity to ap-
pear here today. I have devoted most of my life to public service.
If afforded the opportunity to assume the position to which I have
been nominated, I will do my level best to ensure that the Office
of Treasury Inspector General for Tax Administration continues to
assist the Assistant Secretary of the Treasury and the Commis-
sioner of the Internal Revenue Service in their efforts to ensure
that the IRS serves the Nation in a more efficient, effective, and
responsive manner. Thank you.

The CHAIRMAN. Thank you, Mr. George.

[The prepared statement of Mr. George appears in the appendix.]

The CHAIRMAN. Now, Mr. O’Carroll?

STATEMENT OF PATRICK P. O'CARROLL, JR., NOMINATED TO
BE INSPECTOR GENERAL, SOCIAL SECURITY ADMINISTRA-
TION, BALTIMORE, MD

Mr. O’CARROLL. Good morning, Mr. Chairman, Ranking Member
Baucus, and members of the committee.

I appreciate the opportunity to appear before this distinguished
panel to discuss my vision for ensuring the integrity of Social Secu-
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rity’s programs, should I be confirmed. I am honored that President
Bush has nominated me for the position of Inspector General for
the Social Security Administration.

Henry Clay observed, “Government is a trust and the officers of
government are trustees, and both the trust and the trustees are
created for the benefit of the people.”

Although Americans face new challenges at home and abroad,
there is no better time to be their trustee. In my 34 years of public
service, I have received extensive law enforcement experience and
management training, including a master of forensic sciences de-
gree from George Washington University. Additionally, my 26
years with the U.S. Secret Service have provided me with valuable
experience as an investigator and a leader.

At SSA’s Office of the Inspector General, I have held various po-
sitions of increasing responsibility, including Special Agent in
Charge of Congressional Affairs, Strategic Enforcement, and As-
sistant Inspector General for External Affairs.

Most significantly, over the past 4 years I served as the Assistant
Inspector General for Investigations, where I led investigators and
employees in 64 offices throughout the Nation.

In this position, I undertook a number of initiatives to reduce
fraud, waste and abuse in SSA’s programs and operations. This in-
cludes my leadership of OIG’s efforts in the Cooperative Disability
Investigative Program, the Fugitive Felon Program, Identify Theft
Task Forces, and, most importantly, Homeland Security.

No program touches more lives than Social Security. As stewards
of the sacred trust, we work continuously to maintain the efficiency
and effectiveness of SSA and its programs and to eradicate waste,
fraud and abuse.

An important part of our mandate is to provide timely, useful,
and reliable information and advice to administration officials,
Congress, and the public.

To meet this mandate, in 1997 I established an Office of External
Affairs, focusing on quality assurance, Congressional liaison, and
vitally important, to foster a strong, open relationship with Con-
gress while providing timely and accurate information.

Ultimately, our relationship depends on our performance. We
must continue to conduct our audits and investigations with the
strictest adherence to legal and professional standards and make
the most efficient use of our resources to prevent fraud on the front
end of SSA’s business processes.

Today, we are focused on the threat of terrorism and the impact
it can have on our everyday lives. Social Security programs face ad-
ditional challenges, and we must take them seriously.

We learned after the September 11 terrorist attacks that govern-
ment departments and agencies at every level must be able to com-
municate and share information in a timely fashion. At the same
time, it is our duty to protect the privacy of every citizen.

If confirmed, I will make it a top priority to continue developing
collaborative relationships with fellow Federal, State, and local de-
partments and agencies to foster greater communication.

Another priority of mine is to continue developing OIG through
better recruitment programs to attract highly capable candidates,
representing the mosaic that is America.
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Should I be confirmed, our organization will continue to function
as a critical law enforcement arm and key management tool for
SSA. We will continue to vigorously pursue those who try to take
advantage of SSA’s programs, operations, or beneficiaries, while
safeguarding the precious resources allotted to us.

We will also continue to work with the agency to identify oppor-
tunities to improve efficiency and effectiveness. I look forward to
working with Congress and Commissioner Barnhart to help SSA
meet these, and other, challenges.

Because Social Security plays such an important role in the lives
of Americans, I would consider it an honor to serve as the next In-
spector General of Social Security.

Thank you for this opportunity. I will be pleased to answer any
questions.

The CHAIRMAN. Thank you.

[The prepared statement of Mr. O’Carroll appears in the appen-
dix.]

The CHAIRMAN. Mr. Bitsberger?

STATEMENT OF TIMOTHY BITSBERGER, NOMINATED TO BE
ASSISTANT SECRETARY OF FINANCIAL MARKETS, U.S. DE-
PARTMENT OF THE TREASURY

Mr. BITSBERGER. Chairman Grassley, Ranking Member Baucus,
and members of the Committee on Finance, thank you for the op-
portunity to appear before you and your committee today.

I am honored to be President Bush’s nominee to be Assistant
Secretary of the Treasury for Financial Markets, and am grateful
for Secretary Snow’s confidence in me.

If confirmed, I look forward to the opportunity to work in this
role with Secretary Snow, the Treasury staff, others in the admin-
istration, and the Congress on the variety of issues pertinent of the
Office of Financial Markets.

For the past two and a half years, I have had the privilege of
serving as the Deputy Assistant Secretary of Federal Finance for
Treasury, where my primary responsibility has been managing the
Federal debt.

We have made great strides in our objective of achieving the low-
est cost of financing over time for the American taxpayer. By im-
proving the transparency of our decision making, we have reduced
investor uncertainty. But expanding our offering of securities be-
yond the traditional mix, we have taken significant steps to expand
and broaden our investor base.

By improving our computer systems, we have created a more effi-
cient and accessible electronic marketplace, allowing any investor
the opportunity to readily participate in our auctions. Though dif-
ficult to precisely quantify, these efforts have helped us to reduce
and lower the cost of financing the debt.

The past 2 years have been an especially demanding time for
public service, and there is no reason to think that this will change
in the future. If confirmed, I look forward to the opportunity to
work with this committee on formulating policy and legislation in
the areas of public debt management, financial markets, govern-
ment financial management services, and Federal lending.
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I have now worked for approximately 20 years in the capital
markets, primarily in the credit markets. I first started trading
U.S. Treasuries in 1986, and have witnessed profound changes not
1(;nly in the U.S. Treasury market, but also in all the financial mar-

ets.

Though the bulk of my private career was spent trading and in-
vesting, I have had exposure to most financial market issues. I be-
lieve this gives me a unique perspective of the give and take re-
quired between the public and private sectors.

Thank you again, Mr. Chairman, for the privilege to appear be-
fore this committee. If confirmed, I can promise you I will work
closely and with an open mind with you, members of this com-
mittee, and committee staff.

Thank you.

The CHAIRMAN. Mr. Bitsberger, thank you.

4 [The prepared statement of Mr. Bitsberger appears in the appen-
ix.]
The CHAIRMAN. Now, Mr. Jones?

STATEMENT OF PAUL JONES, TO BE MEMBER OF THE INTER-
NAL REVENUE SERVICE OVERSIGHT BOARD, U.S. DEPART-
MENT OF THE TREASURY

Mr. JoNEs. Thank you. Thank you, Chairman Grassley and
Ra(tinking Member Baucus. Thank you for holding this hearing
today.

I am honored, as echoed by the other nominees, to appear before
this committee as you consider my nomination to become a member
of the IRS Oversight Board. I thank the President for nominating
me, and the Secretary of the Treasury for choosing me as a can-
didate.

As I have said, my wife Ruth is seated behind me, and she joins
me in thanking you for conducting this hearing today.

I am a graduate of both Yale College and Yale Law School. In
private law practice early in my career, I joined the Coudert inter-
national law firm in Paris, representing large, multinational clients
and transactions, including corporate and tax structuring. Moving
back to New York in 1973, I remained with the Coudert firm and
developed skills as a trial lawyer, representing the three major
broadcast networks.

During that period, the CBS “60 Minutes” program became my
principal client under their relationship with Lloyds of London.

Press coverage of issues raised in one of my “60 Minutes” cases
brought my name to the attention of the Federal Communications
Commission in 1976, when I was invited to serve as a co-director
of an FCC task force charged with exploring the economics of video
program production and distribution.

The ultimate goal of that task force was to recommend regu-
latory change that would increase program choice for the American
public beyond the three commercial broadcast networks. I accepted
that position, and also served as Assistant General Counsel for the
FCC.

That was my first foray into public service. Based on that experi-
ence, I hoped that, again, later in my career, I would have the op-
portunity to serve the public, sharing experience gained in the pri-
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vate sector. Happily, I am before you today, seeking confirmation
so that I may serve on the IRS Oversight Board.

In the years following that FCC experience, I have served as vice
president for Strategy and Business Development for CBS, as gen-
eral counsel for Warner Communications’ cable business, as senior
vice president of Corporate Development for Time Warner Cable
Ventures.

Serving as senior vice president, general counsel, and regulatory
policy for Time Warner Telecom, I am part of the senior manage-
ment team that has grown Time Warner Telecom from an idea to
a successful publicly traded company. That company is 41 percent
owned by Time Warner, Incorporated, but traded separately on the
Nasdaq stock exchange.

Creating and executing on the strategy or vision for the company
is the principal responsibility for our senior management team and
our board of directors, which, as secretary of the company, I also
serve.

I now find myself in the position where the knowledge and expe-
rience I have gained through my corporate experience can be put
to good use in the service of the public.

I am honored and privileged to be nominated to give something
back to my country, and I believe that by serving as a member of
the IRS Oversight Board, I can apply the good governance prin-
cipals I have learned in the private sector to a public sector institu-
tion that affects virtually every American.

In recommending the creation of the IRS Oversight Board, the
National Commission on Restructuring the Internal Revenue Serv-
ice issued its report in 1997, stating, as Chairman Grassley well
knows, that the IRS Oversight Board should be focused on pro-
viding strategic direction to the IRS.

If confirmed, I will embrace that mission, steeled in the convic-
tion that the interests of the American taxpayers are served where
improved and modernized business processes and systems support
both service and enforcement by improved and simplified processes
both for filing and administration, and by awareness programs that
help both taxpayers and tax professionals understand that, as a
country, we are far better off with core values that support, rather
than avoid, the payment of our taxes.

Thank you again, Chairman Grassley, Ranking Member Baucus,
and members of the Senate Finance Committee, for the honor of
appearing before you today.

The CHAIRMAN. Thank you.

[The prepared statement of Mr. Jones appears in the appendix.]

The CHAIRMAN. Now we have three routine questions that we
will ask each one of you to respond to.

First, 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. George?

Mr. GEORGE. No, Mr. Chairman.

The CHAIRMAN. Mr. O’Carroll?

Mr. O’CARROLL. No, Mr. Chairman.

The CHAIRMAN. Mr. Bitsberger?

Mr. BITSBERGER. No, Mr. Chairman.
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The CHAIRMAN. And Mr. Jones?

Mr. JONES. No, Mr. Chairman.

The CHAIRMAN. Thank you.

Second, do you know of any reason, personal or otherwise, that
would in any way prevent you from fully and honorably dis-
charging the responsibilities of the office to which you have been
nominated?

Mr. GEORGE. No, sir.

The CHAIRMAN. Mr. O’Carroll?

Mr. O’CARROLL. No, Mr. Chairman.

Mr. BITSBERGER. No, Mr. Chairman.

Mr. JONES. No, Mr. Chairman.

The CHAIRMAN. Thank you.

Third, do you agree without reservation to respond to any rea-
sonable summons to appear and testify before any duly-constituted
committee of Congress, if you are confirmed?

Mr. GEORGE. I do, Mr. Chairman.

Mr. O’CARROLL. Yes, Mr. Chairman.

Mr. BITSBERGER. Yes, Mr. Chairman.

Mr. JONES. Yes, Mr. Chairman.

The CHAIRMAN. And before I forget, before I ask questions and
Senator Baucus asks questions, one of the things that is very im-
portant for Senator Baucus and I moving your nominations, is if
other members of the committee primarily, but even any member
of the Senate, that has asked you for answers to questions and
they have not been responded to, we do not like to go ahead—only
under unusual circumstances—until those are responded to. So, it
would help you and the Senate’s consideration of your nomination
if you would give answers to those questions.

Mr. George, you have been nominated for an extremely impor-
tant position, as I and Senator Baucus have already indicated, a
position that I was personally involved in creating. The statute cre-
ating the office required “demonstrated ability to lead large and
complex organizations.”

In reviewing your background, you certainly have some fine ac-
complishments, but I am concerned about your ability to lead a
large organization. So, I would ask you to respond as to your capa-
bilities of doing that.

Mr. GEORGE. Thank you, Mr. Chairman, for the opportunity to
respond to that issue.

While my current office consists of approximately 25 individuals,
I do run an organization that oversees the management, the activi-
ties of programs that have hundreds of grantees and thousands of
subgrantees all over the country.

In my capacity as staff director of the Subcommittee on Govern-
ment Management, Information and Technology, we had oversight
responsibility for the entire executive branch of the Federal Gov-
ernment, which consists of, as you well know, over 2 million indi-
viduals.

I have learned over the last 10 years or more that, regardless of
the size of an organization, a capable leader has to delegate to
trusted individuals and set the tone, set the direction, but allow for
these individuals to perform their functions well and faithfully.
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Whether you have 10 individuals in an organization or 10,000 in-
dividuals in an organization, an effective leader cannot be by each
and every one of them. That individual has to rely on trusted aides.

Fortunately, the Treasury Inspector General for Tax Administra-
tion has a very capable staff. The Acting Inspector General, Pam
Gartner, whom I know well, is very capable. Her deputies, both on
the investigative side and audit side, are tremendously capable.

There is no question in my mind that I would be able to put faith
in them to have them give me direction at times. I have to admit,
Mr. Chairman, and Senator Baucus pointed out, that I am not a
tax expert. He is exactly right.

When I was approached by the administration to be considered
for this position, I readily acknowledged that. They indicated to me,
however, that it is not tax law experts that they thought were
needed for this position.

That evoked immediately something that occurred when I was
Staff Director of the Subcommittee on Government Management,
when Chairman Horn said to me, draft a letter to the President,
when Margaret Richardson stepped down from the position as
Commissioner of IRS, and indicate to them, President Clinton, that
he should not appoint a tax lawyer or a tax expert, but rather
someone who had expertise in management issues and who under-
stood how information technology is key in the 21st century. Chair-
man Horn took great pride in the fact that the President indicated,
in both a response to him as well as in his appointment subse-
quently of Mr. Rossotti, someone who did not have tax expertise as
his background.

So the bottom line, sir, is, yes, while I acknowledge this would
be the largest organization that I have ever headed, I am smart
enough to know what I do not know, and smart enough to realize
that there are more capable individuals that I will be able to rely
on to help me in this responsibility, if confirmed.

The CHAIRMAN. All right.

Mr. George, I am concerned about voices within the administra-
tion—and these are not a whole lot different than in the previous
administration—that would like to have IGs generally, not just the
position you are being appointed to, in the business of assisting
management, and putting on the back burner the role of looking
for waste, fraud and abuse.

I am troubled by such an approach in any administration, for
several reasons. First, if the IG is not looking for waste, fraud and
abuse, no one else will be. Second, if you do not know what the
problems are in terms of waste, fraud and abuse, it is hard to know
what management reforms are needed.

So, I would ask for your views on this. I am comforted by the fact
that you did work for a person by the name of Congressman Horn,
now retired, who I had a chance to work with on several things
that were wrong in the Defense Department. So, I think that his
attitude is good.

If you worked with him and you have that same attitude towards
seeking out waste, fraud and abuse within your agency, you have
a good background for that. But I would still like to have your re-
sponse.
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Mr. GEORGE. Again, thank you for the opportunity to respond,
Mr. Chairman.

Yes. I disagree with the position that you stated that some in the
administration hold. I believe that the role of the Inspector General
is one of the most key responsibilities in a department or agency.

Again, if confirmed, when I put my hand up, I will have taken
an oath to uphold the constitution, but also to adhere to the re-
quirements of the Inspector General Act.

If, in any instance, an allegation of waste, fraud and abuse comes
to my attention and I present that information to the Commis-
sioner of the Internal Revenue Service or to the Secretary of the
Treasury, pursuant to the time constraints provided within the In-
spector General Act, adequate information or responses are not
forthcoming, I will then, of course, use the mechanisms available
to me under that act to report, first of all to the Congress, and to
take any other action that I deem appropriate to ensure that the
allegations are addressed.

There is no question that we are watchdogs, that Members of
Congress have limited staff and limited resources and are not with-
in the organization, and that the Inspector General would have a
perspective, an advantage, that is something that, in all candor, I
wish when I was the staff director of a House subcommittee I had
had access to.

I realize, Mr. Chairman, again, as a person who worked very
closely with IGs, how important the IG role is. I do not believe that
one can wait for a semi-annual report to be issued before approach-
ing Congress about issues that arise.

I can assure you that I will be very diligent, if confirmed, in
terms of reporting to Congress, reporting to the agency head, alle-
g}?tions of wrongdoing and making recommendations to address
those.

The CHAIRMAN. Mr. Jones, I would like to make one point to you
and ask one question. My point—and this is equally appropriate for
the two Inspector General nominees that we have before us—is
that I expect you to be independent.

Senator Baucus has made that point, and I have made it two or
three times. You are not to be a cheerleader or an echo for manage-
ment. The role of oversight is exactly that, oversight. It is not
called the advocacy board.

That said, what do you see as your top priorities in your work
on the IRS Oversight Board?

Mr. JoONES. Mr. Chairman, I appreciate the comments on inde-
pendence and fully understand the role of the board to be exactly
that, independent, and to dig into the information that is provided
to it, and try to understand it and evaluate it objectively.

In regard to priority, the gap that Senator Baucus referred to is
troublesome. It appears to me that there may be opportunity to
help the agency provide the tools and implement the tools that will
increase voluntary compliance and increase compliance overall, al-
ways being mindful of taxpayer rights in the process, but improv-
ing the performance of the agency through voluntary compliance
seems to me to be a key objective.

The CHAIRMAN. I am going to go to Senator Baucus now.

Senator BAucus. Thank you. Thank you, Mr. Chairman.
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Mr. Jones, what is the role of the Oversight Board? What is it
supposed to do?

Mr. JONES. As I understand it, given the report of the commis-
sion that preceded the Restructuring Act, it is to assure that the
operating decisions of the Internal Revenue Service are consistent
with a long range strategy that will assure ultimately that those
operating decisions are consistent with improvement in closing the
gap, improving enforcement and collection.

Senator BAucUS. Who does the board report to?

Mr. JONES. It reports to the Senate Finance Committee.

Senator BAucus. Only?

Mr. JONES. And to the President.

Senator BAucus. Only?

Mr. JONES. To the people.

Senator BAucUS. I do not mean to be cute here. The board re-
ports to both the President, as you understand it, and to the Fi-
nance Committee and Ways and Means, or is it to the Congress,
or whom?

Mr. JoNES. Well, it is to the Senate and to the Congress. It is
my understanding that it is to serve as an oversight watchdog, to
assure that reporting back to the Congress is consistent.

Senator BAucUs. How often does the board report? First of all,
how often does it meet?

Mr. JONES. It meets six times each year, as I understand it, 2
days at each session. Then I am assuming that in addition there
would be time that I would spend, independent of those face-to-
face, two-day meetings, being involved in committee work. With re-
spect to reporting, there is an annual report. I have read the 2002
and 2003 reports.

Senator BAucus. What power does the board have, besides re-
porting?

Mr. JONESs. It has power to recommend to the President and to
the Congress the Commissioner, the director position of the IRS. It
has power to review the budget submitted to Congress by the agen-
cy. There were other powers that were recommended, but those are
the ones that jump to me as key.

Senator BAUCUS. To be honest, I am a little skeptical of the use-
fulness of the board. I hope you can change that around. The board
is not known for doing anything earthshaking around here in the
last 20-some years since I have been in the Congress. I hope you
can change that.

If so, it would be because of the power of your own personal per-
suasion to make something out of this board. In the past, my view
is that it is just basically a rubber stamp, an honorary title. They
do not do much. They make recommendations that fall on deaf
ears. I would, again, suggest that you do your utmost to change
that perception of the board.

Mr. George, as you well know, the administration, in its budget
proposal, suggests the consolidation of the Treasury Inspector Gen-
eral’s office with the Treasury Inspector General for Tax Adminis-
tration’s office.

As you well know, this proposal by the President reverses the
law that was just passed in 1998, after a year-long commission
study and a year of congressional debate and hearings on the IRS.
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Do you support that recommendation?

Mr. GEORGE. Mr. Chairman, I understand the administration’s
position in terms of wanting to ensure economy and efficiency in
terms of, with the creation of the Department of Homeland Secu-
rity and its Office of Inspector General, which siphoned off almost
80 percent of the staff of the Department of Treasury’s Office of In-
spector General.

So, while there was a very good reason for establishing a sepa-
rate Office of Inspector General for Tax Administration, given the
fact that there are very few, or relatively few, staffers remaining
with in the Department of Treasury’s Office of Inspector General,
I do understand why the administration would propose that. In all
candor, I will do whatever it is that the Congress directs me to do,
and what the President ultimately signs into law or not.

Do I think that a combined office would be feasible and would
function well? If I were able to head it, yes, I do. If the status quo
were maintained, obviously it has worked. But again, given the fact
that you had quite a few staffers and functions taken away from
it, it might make sense economically to combine the functions. But,
again, I would do whatever the Congress instructs through legisla-
tion, and the President.

Senator BAUucCUS. But do you have a personal view? Privately,
would you favor it or oppose it? Is it a good idea or not a good idea?

Mr. GEORGE. Well, Senator, there is no question that the admin-
istration of tax laws is difficult. My druthers would be to focus on
that. But, again, I am doing whatever I am required to do, if con-
firmed. My druthers would be to focus on tax administration.

Senator BAucus. Why do we have a tax gap as large as it is?

Mr. GEORGE. Well, that is a very good question, Senator. I mean,
you have, of course, an underground economy where people who
owe taxes are not paying them.

You have the dichotomy of policies that want the tax offices to
be responsive and, in effect, friendlier to the taxpayer, and yet at
the same time the tools, the resources that are needed to ensure
that audits are conducted and that investigations are conducted,
they are not matching the growing demand.

As you well know, the number of tax returns, the revenue that
is brought into the treasury, has increased tremendously over the
last few years. Yet, the number of employees, both at the Internal
Revenue Service as well as at TIGTA, has fallen.

Of course, with the passage of the RRA 98, more protections have
been provided to taxpayers, and I think those are appropriate pro-
tections. But more rights have been given that some would argue
would hinder the more efficient recovery of past due debts.

Senator BAUCUS. As you probably know, it is not so much the un-
derground economy that causes the tax gap, it is just the failure
to report.

What would you do about that?

Mr. GEORGE. Well, again, my job, of course, would be to inves-
tigate where the agency is not doing its job in terms of collecting
taxes.

Senator BAucUSs. Where, specifically, do you think the agency
needs a little help?
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Mr. GEORGE. Well, it is in a proposal that Chairman Horn and
I first worked on back in 1996 under the Debt Collection Improve-
ment Act, which, at that time, Senator, received quite a bit of re-
sistance.

But I am glad to see that both the President and the Congress
have since changed their points of view on it. That is, allowing for
the use of private debt collectors with proper constraints on their
activities, but allowing them to go into collect amounts of money
that are outstanding. I mean, that is one of a number of tools that
I think could be utilized better.

Senator BAUCUS. Why has nothing been done about the tax gap?
Why is it getting worse? This is not the first time there has been
a discussion about the tax gap. It is not the first time that Treas-
ury and IRS personnel have not been before this committee and
discussed it. It is not the first time that we have asked this ques-
tion. What is your view as to why it is not solved?

Mr. GEORGE. Well, unfortunately—or fortunately, depending
upon your point of view—you have some smart tax lawyers out
there who have found creative ways to assist people who do not
want to pay everything they are required to.

Senator BAucuUs. Well, we are not talking about the smart law-
yers who are creating illegal shelter transactions. We are talking
about people who are just not reporting. You do not need a smart
lawyer there, in most cases.

Mr. GEORGE. No. That is true, sir. I would also point out again,
since the focus has been, at least at one point, taken away from
audits, especially of certain organizations and individuals who
might have provided a deterrent effect, people seem to think that
they can get away with it.

So, I know that Commissioner Everson has announced that he
would like, and has begun, an effort to change that focus to en-
hance the responsiveness of taxpayers. I think it is a must, sir. It
is just quite unfair. It is the wrong message to send.

Senator BAUCUS. Do you think the IG statute, or any statute
that you would be operating under, is sufficient for you to address
the responsibilities that you will be undertaking? Is the statute suf-
ficient? Does it give you enough power?

Mr. GEORGE. I think so. I believe it does, sir.

Senator BAucUS. Could you point out where in the statute you
think it gives you enough power?

Mr. GEORGE. In terms of initiating audits and investigations.

Senator BAucus. Initiating and so forth.

Mr. GEORGE. Correct.

Senator BAUCUS. You would not ask us to amend the statute to
give you more power?

Mr. GEORGE. Well, in all honesty, there is a proposal that the in-
spectors general now are working on that is not focused solely on
TIGTA that would enhance the role and the ability of inspectors
general to perform their jobs well, and that is forthcoming. The
Congress should be receiving something shortly. But at this stage,
I believe that TIGTA has the tools and the wherewithal to do its
job well.

Senator BAucUS. And whom do you report to?
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Mr. GEORGE. Well, directly, it is the Secretary of the Treasury,
as the agency head.

Senator BAUCUS. What reporting requirement or obligation do
you have to the Congress?

Mr. GEORGE. Well, under the IG Act, the semi-annual report, as
well as, if there is an investigation that I engage in and there is
a failure on the part of the Secretary of the Treasury to take appro-
priation action as required under the Inspector General Act, I have
a tool, the seven-day letter, that allows me to go directly to the
Congress and report to you directly. But there are other inde-
pendent reporting requirements that I can supply for the record
later, Senator, if you would like.

Senator BAUCUS. I am just curious. I do not mean to give you a
hard time. But you are saying, if the Treasury Secretary fails to
do what, then you can go to Congress? I misunderstood.

Mr. GEORGE. Well, there are a number. If I engage in an audit
or an investigation that provides recommendations to the agency
head, they have 30 days in which to respond to recommendations,
in some certain circumstances.

Then they have up to a year in which to complete recommenda-
tions. There are various time limits set in the Inspector General
Act, Senator, so it would depend on the circumstance.

In one instance, if there are allegations of criminal wrongdoing,
unlike other inspectors general, the Treasury Inspector General for
Tax Administration has the ability to go directly to the Attorney
General with allegations of wrongdoing.

Senator BAucuUs. What obligations do you have to respond to
Congress, to inform Congress, keep Congress fully informed about
investigations?

Mr. GEORGE. I believe in most circumstances, Senator, that the
Inspector General has an obligation to report to Congress, one, if
it is in response to a Congressional request for information, and
most importantly, again, if there is a failure on the part of the
agency head to respond to an allegation of wrongdoing that has
been brought to his or her attention.

Senator BAUCUS. In what instances might there not be responsi-
bility to inform Congress? You said “most instances.”

Mr. GEORGE. Yes. Well, on a routine audit of a program.

Senator BAucus. No obligation to inform Congress if Congress
wants it?

Mr. GEORGE. Well, if Congress wants it, no, I have an obligation
to provide it.

Senator BAUucUSs. What do you see as the scope of your authority?
That is, if you are investigating potential fraud and abuse in the
IRS and so forth and there are some allegations of, say, political
influence from the White House, would you regard investigations
into whether there was improper political influence as within the
scope of your authority or not within the scope of your authority?

Mr. GEORGE. I believe it would be within the scope of my author-
ity.

Senator BAUCUS. And might I ask why you think that?

Mr. GEORGE. The question indicated that that it was improper
influence.

Senator BAucus. Right.
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Mr. GEORGE. So anything improper, I would bunch in with alle-
gations of waste, fraud, but abuse in this instance. It really would
depend on the circumstances, Senator.

Senator BAUCUS. I am just suggesting that if, say you were con-
ducting an investigation and it is quite apparent. I am not pointing
fingers at any administration. I am speaking generally, now.

If, say, Congress is not given information that we all think Con-
gress should receive because someone in the White House, Repub-
lican or Democratic administration, whatever, indicates to some-
body, say in the IRS or Treasury, do not give that information,
even though Congress should have it, that is, there is some im-
proper influence, do you think it is appropriate for you as Inspector
General, in trying to determine what happened, to try to determine
whether there was improper outside influence that prevented infor-
mation from going to Congress?

Mr. GEORGE. The direct answer, Senator, is if you or any other
member of the Senate or House were to indicate to me, ask the In-
spector General to investigate this allegation, yes, it is completely
within my scope to do so. Whether or not this is something that
would be self-initiated, I just, at this stage, could not guess.

Senator BAucus. All right.

Now, what happens if the Congress asks for such investigation
and it is in good faith, totally legitimate, but say the Secretary
says, no, do not do that, Mr. George?

Mr. GEORGE. Under the Inspector General Act, as amended, he
would not have the ability to stop me.

Senator BAucusS. I appreciate that. Thank you very much.

I have a couple of more questions, but I have taken a lot of time,
too.

The CHAIRMAN. We have another Senator who has come, the
Senator from Arkansas.

Before I call on her, Mr. Bitsberger, I hope that you will not feel
less important if I do not ask you any questions.

I am going to submit three questions to Mr. O’Carroll for re-
sponse in writing.

[The questions appear in the appendix.]

The CHAIRMAN. Senator Lincoln?

Senator LINCOLN. Thank you, Mr. Chairman.

The CHAIRMAN. And then be mindful of the fact that Senator
Baucus has a couple of more questions.

Senator LINCOLN. A couple more. I will try to be brief.

Senator BAUCUS. Senator, it is all yours.

Senator LINCOLN. Thank you, gentlemen, for being here and giv-
ing us the opportunity to get to know you better. You introduced
yourselves.

I guess a lot of it has to do with my background. I am very proud
that my heritage is very similar to the two gentlemen here, the
Chairman and the Ranking Member. We come from farming and
ranching families. We have a tendency to be a little bit conserv-
ative on the fiscal side of things and very concerned about how
they are dealt with.

I have to say, we have heard a lot of talk about dependence on
foreign oil. I guess I am really here today because of my incredible
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concern about our Nation’s increasing dependence on foreign cap-
ital.

I am particularly concerned about China’s voracious appetite for
the U.S. debt, and would like to ask a few questions concerning
some of the questions I have actually already proposed to the
Treasury.

In June of last year, I wrote the Treasury Department a letter
where I asked very specific questions, looking for trends that were
emerging in the U.S. debt market. I am truly my grandfather’s
child. He always told me that debt was a dangerous thing and you
should never let it get too much in control of you.

Specifically, in my letter I said I was particularly interested to
review any data that the Treasury Department has gathered con-
cerning trends in debt purchases by foreign governments.

After I was bounced around the Treasury Department for several
months, I eventually was sent a chart, which I really could have
gotten off the Web in the first place. It was a chart of just static
information.

The response, to say the least, was not very helpful, and cer-
tainly a little bit disappointing to me in terms of what I feel like
the Treasury Department should be doing in its investigation.

I wrote another letter, and this time it went to Secretary Snow,
in October, where I again asked specific questions about who was
buying up our debt. Again, I received a very weak response from
the Treasury Department.

At this time, Mr. Chairman, I would like to submit the cor-
respondence for the record, if I may.

The CHAIRMAN. Yes, you may do that.

Senator LINCOLN. Thank you.

[The correspondence appears in the appendix.]

Senator LINCOLN. Yesterday, more than a year after my very
first letter, there was an article in the Washington Post that some
of you all may have read which states, “The statistics show that
the foreign and international investors account for the entire in-
crease in privately owned treasury securities since President Bush
has taken office,” the alarming amount of debt that we are seeing
that the Treasury is now holding. So, I would like to submit that
article for the record as well, Mr. Chairman, if I might.

The CHAIRMAN. It will be included.

[The article appears in the appendix.]

Senator LINCOLN. Great. Thank you.

I guess, really, one of my comments and questions, as well, Mr.
Bitsberger, is my hope is that when a member of the Senate Fi-
nance Committee writes a letter, that we will get an answer, with
hopefully the full effort of the Treasury trying to give us informa-
tion that is useful, not static information or something I can pull
off the Web.

My hope is that we will have a working relationship where you
can provide us the kind of information, investigative information,
that can really be helpful in bringing up the issues that we feel like
perhaps could be dangerous to our country, and things that we
need to be working on.
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So, I guess that is my first question. Can you comfortably tell me
today that I am going to get a good response out of your depart-
ment over there?

Mr. BITSBERGER. Senator, if confirmed, I will do everything in
my power to give you the information that you request.

Senator LINCOLN. Well, I hope so, because avoiding the responsi-
bility to share that information with people who are making policy
decisions for our country, I think, is a very dangerous thing. We
have experienced some of that. My hope is that you can certainly
provide us that information.

The CHAIRMAN. Let me back up what the Senator just said.
There is an institutional problem, not just in your department, but
throughout all of government, not to give any more information
than needs to be given, and never give all of the information you
know in the first letter, hoping you never get a second letter back.

You have just got to realize, some of us are not going to give up
until we get the answers we want, unless there is no answer to be
given. But we find ourselves by most people in your position, and
probably people below you that you do not even know about, that
really do not want to give Congress the information that the con-
stitutional responsibility of oversight requires us to ask for if we
are going to earn our money, and that we receive.

Go ahead.

Senator LINCOLN. Thank you, Mr. Chairman. I agree. The Chair-
man and I are pretty persistent, so you can bet your bottom dollar,
that second and third letter are going to come. So, we hope that
you will provide us the information that is certainly necessary in
the decisions we have to make.

So at this time, I am going to submit to you the same request
that I have, yet to really get an answer from the Treasury Depart-
ment, and hope that I will get a response. I think that is certainly,
to me, one of the most positive things you can do, and indicating
to me that your confirmation is something that should happen, and
that would be that I can get an answer from you on those very im-
portant issues.

I also would like to ask you, if you could, to provide my office
with a detailed account of the amounts and percentages of the
United States’ debt held by other nations, both nations and individ-
uals, and any other domestic and foreign entities.

I hope that you will also provide me with the information col-
lected by the Treasury Department which shows the trends in U.S.
debt purchases by foreign governments.

The trends, I think, are going to be very important to us in being
able to deal with some of the more tricky issues that we deal with
in this committee, whether it is trade or what have you, but a bet-
ter understanding of where we are going as a Nation and building
the strength of this country that we feel like is necessary, and cer-
tainly deserved of the people that we represent. So, I am hoping
that you can provide my office with that additional information.

I would also like to ask you a question at this time just to con-
firm with the administration that the U.S. has not assumed the
debt owed by Iraq to other nations. Can you confirm that for me?

Mr. BITSBERGER. Senator, I cannot, but I will check on that for
you.
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Senator LINCOLN. All right. Well, I would definitely like to have
confirmation of whether or not the United States has assumed the
debt that is owed by Iraq to other nations. I would like that ques-
tion answered.

I guess, lastly, I thought there was a study that existed, Mr.
Chairman, but we get conflicting reports, an official estimate of the
net present value of the future entitlement obligations of the U.S.
Government. To my understanding there was a study that was
done, and Treasury had a study, but I get conflicting responses
there. So, if you could please, on the record, let me know whether
or not there is a study that exists that gives an official estimate
of the net value of the future entitlement obligations, and if there
is not, I would make a strong suggestion that we move in that di-
rection.

I may be one of the younger members of the U.S. Senate, but I
must tell you that the volume of individuals in this country that
are going to begin to put a tremendous pressure on our government
programs like Medicare, Social Security, and others, if the Treas-
ury Department does not, indeed, have that study, again, I would
really encourage you all to take a look at that matter because I
think it is going to be a very critically important matter, not only
to the quality of life to the people that we represent, but more im-
portantly to the solvency of our Nation and making sure that we
can continue a strong Treasury and a strong livelihood in this
country.

So, if you could let me know whether or not that study exists,
and if not, what the intentions of the Treasury are to study those
issues.

Mr. BITSBERGER. Yes, Senator. I will do so.

Senator LINCOLN. Great. Thank you so much.

Thank you, Mr. Chairman. I appreciate it.

The CHAIRMAN. Senator Baucus is going to have some questions,
so we will wait for him to come back. Thank you, Senator Lincoln.

One of the questions I was going to ask you, Mr. O’Carroll, that
I was going to submit in writing, is to have you comment on the
several issues that you have identified, significant management
issues facing the Social Security Administration, like improper pay-
ments, management of the disability process, integrity protection,
critical infrastructure protection, and others.

In terms of solutions, I would like to have you identify the single
most critical step that can be taken by the Social Security Adminis-
tration to improve each of the management problems identified by
your office, assuming that there is one common to all of them.

Mr. O’CARROLL. Well, Mr. Chairman, the Social Security Admin-
istration touches about 50 million Americans and pays out $500
billion in benefits every year.

What we feel is that probably the most significant problem facing
Social Security is making sure that the correct people get the bene-
fits, and those people that are receiving the benefits get them as
long as needed and no longer.

So in touching on each of those different ones, we are looking at
the improper payment issue and making sure that the proper pay-
ments are made to the proper people. We have been working with
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your staff and have been trying to determine the size of the im-
proper payments that affect Social Security.

We are also taking a hard look in terms of the management of
the disability process, which ties directly with that. One of the so-
lutions that Social Security is looking for is the accelerated elec-
tronic disability process, which will be going electronic in the proc-
essing of disability claims.

We feel that it could have a lot of benefit to helping Social Secu-
rity. But, as with anything, when we are going into an electronic
age there are going to be different problems in terms of evidence
that will be used in courts in the future, and that is a big issue.

Tied into that also is going into the critical infrastructure in the
computer portion of it, and that touches all Americans in terms of,
one, giving access to the proper information to SSA and employees,
but at the same time trying to keep our information private so only
the amount of information necessary about people is available out
there.

Lastly, a major management issue that again ties into every-
thing, and I have touched on it in my testimony, is the integrity
of the Social Security number. We feel that it is very important,
that it has an effect on homeland security, and is also a major pri-
vacy issue that affects all citizens of the United States.

The CHAIRMAN. All right. I will still send you a couple more
questions for answer in writing.

[The questions appear in the appendix.]

The CHAIRMAN. Now I will turn to Senator Baucus.

Senator BAucus. Thank you, Mr. Chairman. Just a couple of
more points about the tax gap, because it is getting worse, not bet-
ter. You, Mr. Jones, will have a role there, too, clearly, along with
Mr. George.

Just a couple of points here. Currently, the IRS estimates that
the amount of taxes owed and not collected is at least $311 billion,
and it has attributed $249 billion worth of under-reporting, $32 bil-
lion under-payment, and non-filing, about $30 billion.

Now, former IRS Commissioner Rossotti pointed out that the IRS
really does not have enough resources to pursue identified tax debt-
ors and cheats. Those were identified as tax debtors and cheats.
There were not enough resources to pursue them.

The numbers provided in his report to the Oversight Board are
as follows: 60 percent of identified tax debts are not pursued. Sixty
percent of identified tax debts are not pursued. Seventy-five per-
cent of taxpayers who did not file a return are not pursued. Again,
75 percent of taxpayers who do not file a return are not pursued.

About 80 percent of identified taxpayers that use abusive de-
vices, that is, offshore accounts, to evade taxes, are not pursued.
Many of them are identified. You know about the credit card scam
that was run for a while. It is down to the number of taxpayers
who used offshore credit card accounts to avoid paying taxes. I
have forgotten the number, but it is astounding.

Fifty percent of identified taxpayers with incomes of $100,000 or
more and under-report taxes are not pursued. Seventy-eight per-
cent of partnerships and similar document matching are not pur-
sued.
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It is just incredible, frankly, the number of cases not pursued, al-
though we know that the taxpayer is not paying, for whatever rea-
son. We can identify the taxpayers, but those cases are not being
pursued. I think it is primarily because of lack of resources.

Commissioner Rossotti proposed a steady growth of staff levels,
about 2 percent per year, and increased funding for modernization
for several years. I cannot speak to this directly, but I think the
computers are not what you saw in private business. They are be-
hind what you saw significantly.

There are huge problems over there at the IRS. Huge. A lot of
it is morale. A lot of it is the inability to transfer people, make
changes. It is huge. It is a crisis. I have mentioned all this because
I want you to know, if you do not already—you probably do—what
an immense problem you have ahead of you, both you and Mr.
George.

It has been around for a while, which indicates, clearly, how dif-
ficult it will be to solve or to make a dent in, do something about.
It is particularly bothersome when we have this huge budget deficit
that we are faced with. We could virtually pay off a large portion
of the annual budget deficit if we could collect those dollars.

So, I just hope there is a sufficient sense of urgency in all of you
to really do your job, because it ain’t easy. There are so many hur-
dles in this town that you will be going up against with your good
intentions. I do not know how to debate it any more clearly, at
least in my opinion, what you have to do, and should be doing, and
how much I hope you rise above the inertia that is in these agen-
cies in this town and crack it, make a difference, for the right rea-
sons.

Mr. Bitsberger, when will the administration have to come to
Congress to ask for an increase in the debt ceiling?

Mr. BITSBERGER. Senator, publicly, the most I can professionally,
with any degree of accuracy, say right now, it will be late summer,
early fall.

Senator BAUCUS. And is it true that most of the reason for the
increased debt ceiling is because of the increase in publicly held
debt, not the trust fund debt?

Mr. BITSBERGER. They both add to the debt.

Senator BAucUS. I know they both add, but in this case, this
year it is primarily the publicly held debt that increased, not the
trust fund debt increase, which is the cause for it.

Mr. BITSBERGER. Yes.

Senator BAucus. All right.

That is true?

Mr. BITSBERGER. I believe so. I will check the exact numbers on
that. But the fiscal deficit this year was projected to be about $520
billion.

Senator BAucus. All right.

So when will we hit the debt ceiling, again?

Mr. BITSBERGER. Again, Senator, with any degree of professional
accuracy, the best I can say would be late summer, early fall. To
expand on that a little bit, between now and the end of this cal-
endar year we are going to have roughly $1.2 trillion in expendi-
tures, $1 trillion in tax receipts. To try to get the timing of when
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that hits on any day, much less week, is very difficult to publicly
say.

Senator BAUCUS. Can you tell me—and I know you are not to-
tally in charge here—can we avoid the extraordinary kinds of ac-
tions that have been taken in previous years to stretch out time by
which the debt ceiling must, by statute, be increased?

Sometimes in past years, Secretaries and Treasury Secretaries
and the administration have taken extraordinary procedures which
stretch credibility, robbing Peter to pay Paul, and various things.

Can you just, today, pledge, as much as you possibly can, that
we will not have to go through all those this time around?

Mr. BITSBERGER. Yes, Senator. If confirmed, I look forward to
working with you and the committee and giving you the informa-
tion when we get it.

Senator BAUucUS. When will you hit the debt ceiling if Treasury
uses its extraordinary powers?

Mr. BITSBERGER. It would probably be sometime in the fall.

Senator BAUCUS. After the election?

Mr. BITSBERGER. I cannot publicly say yes or no to that, sir.

Senator BAUucuUS. I know you cannot publicly. But you can just
tell me. [Laughter.]

Mr. BITSBERGER. Senator, again, if confirmed, I will work with
you and your staff on this issue to give you the information when
we get it. The mid-session review comes out hopefully in a few
weeks, and that should give us some insights into this question.

Senator BAucus. All right.

Again, I hope we do not have to go through this charade and we
will have a more orderly process, because we are going to increase
the debt. It is going to happen.

Mr. BITSBERGER. Yes, Senator.

Senator BAUCUS. So let us just do it. Come up early and get the
job done properly. That is my view. That is my advice.

Mr. BITSBERGER. I agree with you, sir.

Senator BAucus. All right. Good. That is progress.

Before we conclude, how do each of you want to be remembered?
Mr. George, when you leave this job, how do you want to be re-
membered?

Mr. GEORGE. As a man who had great integrity, who had com-
plete appreciation of the immense challenge and responsibility of
the organization, and who hopefully left the organization in a bet-
ter position than he found it when he first arrived.

Senator BAucus. Mr. O’Carroll?

Mr. O’CARROLL. Senator, I think that the Social Security Admin-
istration is one that touches everyone from birth until death, and
it takes care of those of us who are the most needy at times when
it is most needed. What I am hoping to do is to make sure that
those benefits and assurances of government are there for all
Americans into the future and that we make this a better place.

Senator BAUCUS. Yes. I think Social Security is one of the few
major government programs in which there is a lot of trust. The
American people understand it. They know it is there, and there
is deep trust in the Social Security system. Anything that shakes
that is certainly not very good all the way around. I appreciate
that.
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Mr. Bitsberger?

Mr. BITSBERGER. I guess, first, to be a great father and husband.
Also, I would like to be known as really to do the most I can to
serve the American taxpayer and just lowering the cost of financing
the deficits.

Senator BAucus. All right.

Mr. Jones?

Mr. JONES. Senator Baucus, I would like to be known as an indi-
vidual who has really made a contribution to identifying the root
causes of some of the phenomena that you have described, knowing
that there are tax dollars out there that are not being collected,
and to understanding what the solutions are, and as a person who
has had an active role in implementing changes that will close that
gap. I take this seriously and hope to be able to make a difference.

Senator BAucuUS. I appreciate that.

Mr. Chairman, we have nomination hearings, and these are real-
ly good. It just occurred to me, we ought to have departure hear-
ings to get an assessment of how things worked out. [Laughter.]

The CHAIRMAN. Yes. Compared to the original record.

Senator BAucus. Exactly.

The CHAIRMAN. Well, listen, we congratulate each of you and
hope that all the requirements that the Senate needs to get you
confirmed can be done very quickly, and that you do a very good
job in the position you have been appointed to. That is how we ap-
proach your nomination.

Thank you all very much.

Senator BAucus. Thank you, Mr. Chairman.

The CHAIRMAN. The hearing is adjourned.

[Whereupon, at 11:24 a.m., the hearing was concluded.]
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Statement of U.S. Senator Max Baucus
Nomination Hearing of Timothy Bitsberger, J. Russell George, Paul Jones, and Patrick
O’Carroll

“This morning, we meet to consider four nominees: Timothy Bitsberger, for Assistant
Secretary for Financial Markets, Patrick O’Carroll for Social Security Administration Inspector
General, J. Russell George for Treasury Inspector General for Tax Administration, and Paul
Jones for the IRS Oversight Board.

These are important positions. They are responsible for ensuring the security and
efficient management of some of our government’s most important programs including the
Financial Markets, the Social Security Program, and the voluntary tax system.

The Assistant Secretary for Financial Markets is responsible for the development and sale
of U.S. Government securities that are traded in financial markets. He or she also advises the
Treasury Secretary on a broad array of matters regarding Federal, state, and local finance. In
addition, he or she leads the Treasury's participation in the financing of the District of Columbia.
The Assistant Secretary also advises on Federal Government credit policies, and lending and
privatizing activities. And the Assistant Secretary serves as the senior member of the Treasury
Financing Group and the President's Working Group on financial markets.

This is a full plate. Moreover, I am going to ask and [ think that Mr. Bitsberger is going
fo tell us about our need to raise the debt subject to limit soon. Last year, and the year before
that, avoiding default by the U.S. Treasury was extremely stressful for the Treasury Department.
Mr. Bitsberger may have quite a task ahead of him. .

The Social Security Administration plays an essential role getting Social Security
benefits to seniors, widows and widowers, children who have lost a parent, and people with
disabilities. Making sure that the Social Security program runs properly is no small task. But it
" can mean the difference between life and death for a Social Security recipient. It can mean the
difference between eating or not eating — between taking needed prescription drugs or not taking
them. It’s that important.

(27)
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The Social Security Inspector General plays an essential role in making sure that Social
Security gets the job done right. The Social Security Inspector General protects tht? chial )
Security system against waste, fraud, and abuse by conducting independent and objective agdlts,
evaluations, and investigations. The documents and reports that the Inspector General provides
have been very helpful to me. And I hope to learn more today about the project§ that the
Inspector General has planned. Mr. O’Carroll has a strong record of public service and an

extensive background in law enforcement. I am confident that he will do a fine job as the Social
Security Inspector General.

The Treasury Inspector General for Tax Administration -- known as TIGTA -- is also an
important position. Congress established the TIGTA position to oversee the IRS and tax
administration functions by others in the Executive Branch. The office includes more than 900
employees.

When Congress designed the Treasury Inspector General for Tax Administration office in
1998, we maintained the requirements of all other Inspector Generals -- that the nominee should
be appointed without regard to political affiliation and solely on the basis of such appointee's
integrity and ability. Congress also recognized the enormity of the job of overseeing tax
administration. So, we required that the Treasury Inspector General for Tax Administration have
experience running a large organization.

The next Inspector General for Tax Administration faces a daunting task. The IRS tells
us there is an annual tax gap of more than $300 billion every year. That’s $300 billion in taxes
that are owed, but not collected, every year. The Treasury Inspector General for Tax
Administration will be charged with identifying where the IRS’s collection efforts have fallen
short and making recommendations as to how to ensure a more efficient and effective IRS.

Needless to say, experience in tax policy and tax administration is important. |
understand that Mr. George does not have this type of experience. I urge him, therefore, to pay
heed to the many capable career employees in the Office of the TIGTA. While I have concerns
about Mr. George’s nomination, I have an open mind about his ability to succeed in this job. I
look forward to hearing from Mr. George about how he plans to take the hard steps necessary to
help reform the IRS.

Mr. George, this may take butting some heads. And it will not always make you popular
with the Administration, the IRS or the political branches  but it will make you effective. The
integrity of our voluntary tax system depends on your diligence.

Finally, we have a nominee to the IRS oversight board —Paul Jones. The IRS Oversight
Board serves a very important function. The Board oversees the Service in its administration,
execution, and application of the tax laws.

Mr. Jones comes to the Board with experience in the information technology arena. Mr.
Jones is coming into a position that is critical to our voluntary tax system. The IRS has spent
billions — that is, billions ~ of dollars trying to modemize their 1960s technology. Congress is
frustrated with the IRS’s lack of progress. And the American taxpayer deserves 1o see improved
service. I urge Mr. Jones take charge of this area. No more excuses. It is time for us to see
some real results.”
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FOR IMMEDIATE RELEASE CONTACT: Anne Womack Kolton
July 7, 2004 202/622-2960

Statement of Timothy Bitsberger,
Nominee to Serve as Assistant Secretary for Financial Markets,
Before the Senate Committee on Finance

Chairman Grassley, Ranking Member Baucus and Members of the Committee on Finance, thank
you for the opportunity to appear before you and your committee today.

I am honored to be President Bush’s nominee to be Assistant Secretary of the Treasury for
Financial Markets and am grateful for Secretary’s Snow’s confidence in me. If confirmed, I look
forward to the opportunity to work in this role with Secretary Snow, the Treasury staff, others in
the administration, and the Congress on the variety of issues pertinent to the Office of Financial
Markets.

For the past 2-Y2 years I have had the privilege of serving as the Deputy Assistant Secretary of
the Treasury for Federal Finance where my primary responsibility has been managing the federal
debt. We have made great strides in our objective of achieving the lowest cost of financing, over
time, for the American taxpayer. By improving the transparency of our decision-making, we
have reduced investor uncertainty. By expanding our offering of securities beyond the
traditional mix, we have taken significant steps to expand and broaden our investor base. By
improving our computer systems, we have created a more efficient and accessible electronic
marketplace, allowing any investor the opportunity to readily participate in our auctions.

Though difficult to precisely quantify, these efforts have helped to lower the cost of financing the
debt.

The past few years have been an‘especially demanding time for public service and there is no
reason 1o think this will change in the future. If confirmed, I look forward to the opportunity to
work with this committee on formulating policy and legislation in the areas of public debt
management, financial markets, government financial management services, and federal lending.

-more-
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I have now worked for approximately twenty years in the capital markets, primarily in the credit
markets. I first started trading US Treasury’s in 1986 and have witnessed profound changes not
only in the US Treasury market but also in all the financial markets. Though the bulk of my
career in the private sectorswas spent trading and investing, I have had exposure to most financial
market issues. I believe this gives me a unique perspective on the give-and-take required
between the public and private sectors.

Thank you again Mr. Chairman for the privilege to appear before this committee. If confirmed, I
can promise you I will work closely and with an open mind with you, members of this
Committee and Committee Staff.

-30-
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SENATE FINANCE COMMITTEE
STATEMENT OF INFORMATION REQUESTED OF NOMINEE

A BIOGRAPHICAL INFORMATION

Name; (Include any former names used.)
Timothy S. Bitsberger

Position to which nominated:
Assistant Secretary for Financial Markets

Date of nomination:
May 11, 2004

Address: (List current residence, office, and mailing addresses.)
Residence & 2238 47" Street NW
Mailing address: ‘Washington DC 20007

Office: Department of the Treasury
1500 Pennsylvania Avenue
Washington, DC 20220

Date and place of birth:

October 23, 1959

Fukuoka, Japan

Marital status; (Include maiden name of wife or husband's name.)
Married

" Cheryl Crispen
Names and ages of children:

Kristen S. Bitsberger (age four on May 17)
Timothy S. Bitsberger (age four on May 17)

Education: (List sebondary’and higher education institutions, dates attended,
degree received, and date degree granted.)

School Dates Attended Graduation Date _Degree
Hotchkiss School 1973-1977 1977 HS Diploma
Yale University 1977-1981 1981 BA Economics

Harvard Business School 1983-1985 1985 MBA
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13,

14.
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Employment record: (List all jobs held since college, inchuding the title or
description of job, name of employer, location of work, and dates of
employment.) .

Department of the Treasury. Deputy Assistant Secretary for Federal Finance;
Washington, DC; October 2001-present

Salomon Smith Barney. Senior VP -Investments; New York, NY; September
1999-October 2001

JF. Lehman & Company. Consultant. Arlington, VA July and August 1999
CRT/NationsBank/Bank of America (listed this way due to mergers). Senior
Trading Manager and VP; bond trading operation; New York, NY; June 1989-

June 1999.

Drexel Burnham Lambert. - VP; bond trading; New York, NY; 1985-1989

Government experience: (List any advisory, consultative, honorary, or other part-
time service or positions with Federal, State or local governments, other than
those listed above.)

None.

Business relationships: (List all positions held as an officer, director, trustee,
partner, proprietor, agent, representative, or consultant of any corporation,
company, firm, partnership, other business enterprise, or educational or other
institution.)

None.

Memberships: (List all memberships and offices held in professional, fraternal,
scholarly, civic, business, charitable, and other organizations.) )
The Country Club. Brookline, MA

Political affiliations and activities:

a List all public offices for which you have been a candidate.
Nope

b. List all memberships and offices held in and services rendered to all
political parties or election committees during the last 10 years.
None.

c. Ttemize all political contributions to any individual, campaign
organization, political party, political action committee, or similar entity of
$50 or more for the past 10 years.

Bush/Cheney 2004: $2000

Bush/Cheney 2000: $500 (wife)

Mark Sanford, Governor, South Carolina, 2000: $200
Mark Sanford, US House of Representatives, 1996/8: $200

Honors and Awards: (List all scholarships, fellowships, honorary degrees,
honorary society memberships, military medals, and any other special
recognitions for outstanding service or achievement.)
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Norze.

Published writings: (List the titles, publishers, and dates of all books, articles,
reports, or other published materials you have written.)
None.

Speeches: (List all formal speeches you have delivered during the past five years
which are on topics relevant to the position for which you have been nominated.
Provide the Committee with two copies of each formal speech.)

Attachment A :

Qualifications: (State what, in your opinion, qualifies you to serve in the position
to which you have been nominated.)

Since graduation, my entire 16-year career in the private sector career has focused
on financial markets. The bulk of my career has been spent trading US Treasury
securities. This bas given me good understanding of the role of Treasury
securities in the marketplace, both as a financing vehicle for the government as
wells as a hedge for other financial instruments.

During my years on the “street”, I came to fully appreciate the regulatory
framework that has allowed our financial system to become unparalleled. 1
believe I have gained understanding as to how our financial markets work in a
transactional, regulatory, and evolving marketplace.

Since October 2001 T have served as the Deputy Assistant Secretary for Financial
Markets, and my prirhary responsibility has been to finance the government.
During this time I have gained a good understanding of Treasury’s institutional -
structure, overseen regulatory developments in financial markets, and participated
in broad economic policy debates.

In this role as DAS, T have also gained invaluable insight about the duties and
responsibilities of the office for the Assistant Secretary for Financial Markets. If
confirmed, I believe I could capably and competently carry out these duties.

B. FUTURE EMPLOYMENT RELATIONSHIPS

Will you sever all connections with your present employers, business firms,
associations, or organizations if you are confirmed by the Senate? If not, provide
details.

Yes. Ihave already done so.

Do you have any plans, commitments, or agreements to pursue outside
employment, with or without compensation, during your service with the
government? If so, provide details.
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No.

Has any person or entity made a commitment or agreement to employ your
services in any capacity afier you leave government service? If so, provide
details. : :

No.

If you are confirmed by the Senate, do you expect to serve out your full term or
until the next Presidential election, whichever is applicable? If not, explain.
Yes.

C. POTENTIAL CONFLICTS OF INTEREST

Indicate any investments, obligations, liabilities, or other relationships which
could involve potential conflicts of interest in the position to which you have been
nominated.

1 am in the process of divesting all holdings of banking and financial institutions.

. Describe any business relationship, dealing or financial transaction which you

have had during the last 10 years, whether for yourself, on behalf of a client, or
acting as an agent, that could in any way constitute or result in a possible conflict
of interest in the position to which you have been nominated. '
None.

Describe any activity during the past 10 years in which you have engaged for the
purpose of directly or indirectly influencing the passage, defeat, or modification
of any legislation or affecting the administration and execution of law or public
policy. Activities performed as an employee of the Federal government need not
be listed.

None.

Explain how you will resolve any potential conflict of interest, including any that
may be disclosed by your responses to the above items. (Provide the Committee
with two copies of any trust or other agreements.)

1 do not foresee any potential conflicts of interest. Should any potential conflicts
arise, I will consult with Treasury Ethics officials.

Two copies of written opinions should be provided directly to the Committee by
the designated agency ethics officer of the agency to which you have been
nominated and by the Office of Government Ethics concerning potential conflicts
of interest or any legal impediments to your serving in this position.

Provided

The following information is to be provided only by nominees to the positions of
United States Trade Representative and Deputy United States Trade
Representative:
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Have you ever represented, advised, or otherwise aided a foreign government or a
foreign political organization with respect to any international trade matter? If so,
provide the name of the foreign entity, a description of the work performed
(including any work you supervised), the time frame of the work (e.g., March to
December 1995), and the number of hours spent on the representation.

NA.

D. LEGAL AND OTHER MATTERS

Have you ever been the subject of a complaint or been investigated, disciplined,
or otherwise cited for a breach of ethics for unprofessional conduct before any

. court, administrative agency, professional association, disciplinary committee, or
other professional group? If so, provide details.
No. .

Have you ever been investigated, arrested, charged, or held by any Federal, State,
or other law enforcement authority for a violation of any Federal, State, county or
municipal law, regulation, or ordinance, cther than a minor traffic offense? If so,

provide details.

No. -

Have you ever been involved as a party in interest in any administrative agency
. proceeding or civil litigation? X so, provide details.
No. .

Have you ever been convicted (including pleas of guilty or nolo contendefe) of
any criminal violation other than a minor traffic offense? If so, provide details.
No. '

Please advise the Committee of any additional information, favorable or
unfavorable, which you feel should be considered in connection with your
pomination.

None

E. TESTIFYING BEFORE CONGRESS

If you are confirmed by the Senate, are you willing to appear and testify before
any duly constituted committee of the Congress on such occasions as you may be
reasonably requested to do so?

Yes. '

If you are confirmed by the Senate, are you willing to provide such information as
is requested by such committees?
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Senator Baucus
Questions for the Record for Mr. Bitsberger

1.

In the absence of any extraordinary measures, when will the debt subject to
statutory limit reach the limit? If there is uncertainty as to this date, please
provide a range of dates.

If Treasury uses all of the extraordinary measures available to it, when will the
debt limit have to be raised? Will this date be reached before or after Election
Day in November? If there is uncertainty as to the dates in the answers to these
questions, please provide a range of dates.

Answer

L

At this point in time, it is difficult to determine the exact date the debt limit will
be reached. Consequently, the best possible range that can be given for reaching
the debt limit is late summer or early fall. It appears very likely the limit will be
reached sometime in late-September or October, with the most likely date being
early October. Treasury may be in a better position to narrow this range after
completion of the mid-session review.

Again, the exact timing is hard to predict at this early date. Depending upon the
exact date the statutory debt limit is reached, the extraordinary measures may take
us anywhere from early-October to late-November. So while there is a chance the
date will be reached after Election Day, we cannot predict this with absolute
certainty in early July. It is for this reason that Secretary Snow has publicly urged
Congress to increase the debt limit as soon as possible, even before recessing in
August.
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RESPONSES TO QUESTIONS FROM SENATOR LINCOLN

Questions 1 & 2. Please provide my office with a detailed account of the amounts
and percentages of United States debt held by other nations, individuals, and any
other domestic and foreign entities. Please also provide me with information col-
lected by the Treasury Department which shows trends in United States debt pur-
chases by foreign governments.

I would also at this time like to confirm with the Administration that the United
States has not assumed the debt owed by Iraq to other nations.

Thank you for the opportunity to respond to your questions regarding ownership
of U.S. Treasury securities. The data covering foreign and domestic ownership of
Treasury securities comes from a variety of sources, including surveys and estimates at
the Treasury Department and the Federal Reserve Board of Governors. Some of the
specific data requested does not exist, such as the breakdown between foreign banking
holdings, insurance company holdings, etc. Nonetheless, the data which is available and
is presented below is extensive and informative and is the same data upon which I rely. 1
am confident it will satisfy the general nature of your request.

First, I would like to give a brief description of the Treasury market.

The secondary market for U.S. Treasury securities is the most liquid market for
government debt securities in the world. Treasury securities are considered to be low-
tisk investments because they are backed by the full faith and credit of the U.S.
Government. The transparency and liquidity in the Treasury market and safe-haven
status of Treasury securities attract a wide spectrum of both domestic and foreign
investors. In order to facilitate continued liquid trading in U.S. Treasuries, the Treasury
Department encourages broad participation in the market. This broad participation
enhances trading volumes, market depth and liquidity, which in turn enables the U.S.
government to borrow at a lower cost over time (investors refer to this as a liguidity
premium), and these savings are passed onto the U.S. taxpayer. More than 3500 billion
in Treasury securities trades each and every day, equaling over $100 trillion annually.
For comparison, the daily average trading volume on the New York Stock Exchange is
about $50 billion.

Investors can purchase Treasury securities in two basic ways: either at auction
(primary market) directly from the Treasury Department or in the secondary market
through a financial intermediary, such as a bark or brokerage firm. At auction, the
Treasury Department treats all investors exactly the same way. The largest mutual fund,
bank, or foreign central bank purchases securities from the Treasury Department the
same way as an individual investor. The same is true in the secondary market. Many
analysts, academics, as well as investors believe Treasury securities trade at a “premium”
in the market because of this transparency. Ibring this up only to point out that foreign
investors (including central banks) buy the same securities through the same channels as
domestic investors, large or small.

The Treasury Department views foreign ownership of Treasury securities as a
positive development. The Treasury Depariment is pleased when any qualified,
legitimate investor purchases Treasury securities. High demand for Treasury securities,
whether that demand originates domestically or internationally, portends lower borrowing
costs and represents a vote of confidence in the financial strength of the United States.
The U.S. Treasury market is unique when one considers liquidity, transparency, credit-
worthiness and safety.
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That being said, I believe the Treasury Department should continue to expand its
understanding of the dynamics of the U.S. Treasury market, including foreign ownership.
Over the past year, department officials have had the opportunity to speak overseas and
meet international investors to better gauge their interest and motivation in purchasing
U.S. Treasury debt.

Before delving into a discussion of the data and some of the recent trends
contained therein, [ would like to provide some background regarding the data. Many of
the surveys and estimates used to compile the ownership data are subject to estimation
errors or potential misinterpretation for some of the following reasons.

First, the size and scope of the U.S. Treasury market does not allow for realistic
data collection. The U.S. Treasury market serves as a benchmark and hedge for many
global bond markets. Due to large daily volumes of trading activity in the Treasury
market, 24 hours a day, Treasury securities are constantly changing hands and thus,
tracking ownership on a daily basis is extremely difficult. Instead, benchmark surveys of
foreign ownership are done periodically (benchmark surveys are performed once a year —
they used to be done every five years) and are used to estimate ownership. Between the
annual benchmark surveys, the Treasury Department uses other monthly aggregate
transaction data to estimate changes in Treasury ownership from the previous benchmark.
This monthly transaction data represent a subset of the data collected in the annual
benchmark surveys and are used as a proxy to estimate changes in ownership.

When analyzing ownership data one must be aware that many final owners of
Treasury securities hold their securities in custodial accounts. These custodian banks are
often located in a different country than the final owner of the Treasury security. For
example, many Asian investors have custodial accounts in the United Kingdom (UK),
which show up in the data as UK holdings. In addition, other offshore banking centers,
such as the Cayman Islands in the Caribbean, hold Treasury securities for non-residents.
In addition, the monthly transactions data also are skewed toward financial centers
because they record the location of the foreign counterparty to each trade, not the actual
foreign owner of the securities.

Another complication involved in estimating ownership of Treasury securities is
the fact that the available data comes from a variety of government and quasi-government
entities. The result is that some entities aggregate or categorize ownership differently.

In addition, the laws authorizing the collection of some of the information you
requested severely restricts the dissemination of that information.

The Treasury Department does record who participates in our auctions. This is
market-sensitive information I would be happy to discuss with you, but it cannot be
included in a public record.
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Given these caveats, 1 hope the following information highlighting the ownership
data and some relevant trends is helpful. I would be happy to meet with you to discuss
this issue as well as the overall state of the U.S. Treasury market in greater detail.

Details on foreign ownership of U.S. Treasury securities:

Foreign investors held $1.653 trillion of U.S. Treasury debt as of March 31, 2004.
This is 50.6 percent of marketable Treasury debt outstanding. Foreign holdings
(including private and official holdings) have increased by $602 billion since the
beginning of 2002. The annual growth rate in these holdings currently exceeds 30
percent, comparable to the growth rate in the mid-1990s.

Chart 1
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Marketable Treasury securities held in custody for foreign official and
international accounts at the Federal Reserve Bank of New York totaled $991.5 billion as
of June 30, 2004. The annual growth rate in these custody holdings of Treasury debt has
increased from 15 percent in January 2003 to 31 percent currently.
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Net purchases of Treasury notes and bonds by foreign accounts in 2004 have
averaged $45 billion monthly through April. On average over the past six months, net
purchases have been divided almost equally between private and official foreign
accounts.

Chart 3
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The five largest foreign holders of U.S. Treasury debt as of April 30, 2004 were
(in order) Japan, the United Kingdom, mainland China, Caribbean banking centers and
Hong Kong. Their estimated holdings, respectively, were $646 billion, $163 billion,
$152 billion, $71 billion and $60 billion.

Chart 4
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The table below shows the annual growth rate (April 2003 — April 2004) in
Treasury holdings for each of the five largest foreign accounts and the percent of total
foreign holdings for each country/region as of April 30, 2004. However, as discussed
earlier, the estimates for the financial centers such as the UK and Caribbean are biased
upward, and there are sometimes significant changes in those estimates when data from
the latest benchmark survey are incorporated.

Country Amnual Growth | % of Total Foreign
Rate (%) Holdings
Japan 61 37
UK 99 9
Mainland China 13 9
Caribbean 24 4
Hong Kong 16 3

Japan’s holdings (official and private) of Treasury securities are significantly
larger than any other foreign investor and have increased over the past year. During this
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Japanese officials intervened heavily in the currency markets, selling yen and

buying U.S. dollars, and invested the U.S. dollars primarily in the Treasury market.

Chart 5
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Monthly Changes in Foreign Holdings of U.S.Treasury Securities
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Chart 7

Monthly Changes in Foreign Holdings of U.S. Treasury Securities
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Details on domestic ownership of U.S. Treasury securities:

Total public debt as of December 31, 2003 has risen by $2.767 trillion, or 65.4
percent, to $6.998 trillion since 1993. This represents a 4.7 percent compounded annual
rate of growth.

Total Federal Reserve and government account ownership has risen by $2.291
trillion, or 172.5 percent, to $3.620 trillion over the same time period. This represents a
9.5 percent compounded annual rate of growth since 1993, The increase in the Federal
Reserve ownership is largely related to increases in the monetary aggregates (largely
currency in circulation). Government Accounts (i.e. the “Trust Funds™) represent the
bulk of this increase, having grown $1.809 trillion, or 158 percent over the time period, to
a level of $2.953 trillion. This represents a 9.0 percent compounded annual rate of
growth.
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Total privately held Treasury debt rose $476 billion, or 16.4 percent, to $3.377
trillion over the same time period. This represents a 1.4 percent compounded annual rate
of growth since 1993. Private domestic ownership of Treasuries is often driven by
returns available on other financial and real assets, i.e., equities, corporate bonds, real
estate, etc.

Chart 9
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Sen. Lincoln

Question #3

Lastly, I would like to have an official estimate of the net present value of the future
entitlement obligations of the United States Government. Does such a study exist? If the
Treasury Department does not indeed have a study on this matter they should start to
study the matter wouldn’t you agree?

Senator, to answer your question, the following information was provided to me by the
Treasury Department’s Office of Economic Policy:

The net present value obligations (outlays less dedicated revenues) of the US
Government projected over a 75-year horizon for Social Security and Medicare Part A
(Hospital Insurance) programs are $5.2 and $8.5 trillion, respectively, according to the
2004 Trustees Reports; subtraction of $1.5 and $0.3 trillion for the current values of the
Social Security and Medicare Part A Trust Funds produces net unfunded obligations of
$3.7 and $8.2 trillion, respectively. Projected over the infinite horizon, the net unfunded
present values are $10.4 trillion for Social Security and $21.8 trillion for Medicare Part
A. The present values of projected outlays for Parts B (Physician and Other Services)
and D (Prescription Drug) of Medicare are $15.3 and $10.8 trillion, respectively,
calculated over 75 years, and $31.1 and $21.9 trillion calculated over the infinite horizon,
according to the 2004 Medicare Trustees Report. Because these Parts are financed by
general revenue and state transfers (present values of $11.4 and $23.2 trillion, calculated
over 75-year and infinite horizons, respectively, for Part B, and $9.0 and $18.6 trillion,
calculated over the two horizons, for Part D) and beneficiary premiums (present values of
$3.9 and $7.9 trillion, calculated over the two horizons, respectively, for Part B and $1.8
and $3.6 trillion, calculated over the two horizons, respectively, for Part D), the net
obligations of these Parts, from a Trust Fund perspective, are, by definition, zero. These
numbers do not include present value obligations for other entitlement programs such as
Medicaid; long-range projections are not currently calculated for these programs.

This information can be found in the 2004 Social Security and Medicare Trustees
Reports.
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Statement of Senator Bob Dole
Senate Finance Committee
July 7, 2004

Chairman Grassley, Ranking Mcmber Baucus, and members of the Committee:

It is a pleasure to spcak on hehalf of Russell George, President Bush’s nominee 1o be
Treasury Ingpector General for Tax Administration.

I first met Russell when he was a teenager interning in my Senate office. He was a wide-
eyed kid from New York who was interested in government. He was hired to serve on
ray staff while attending college. 1do not remember everything he did way back then,
‘Whatever it was, I’'m sure he did it well, After leaving my office, Russell went to offto a
little kmown law school up in Cambridge called Harvard, which my wife Elizabceth tells
me is a pretty good school.

Russell George has demonstrated a lifc committed to serving his nation — as a local
prosccutor, an attorney at OMB, a member of the White House staff. Then back to
Capitol Hill working with Members of Congress such as Steve Horn, before being tapped
to serve as the Inspector Gencral of the Corporation for National and Community
Service.

The position of Treasury Inspector General for Tax Administration would be his biggest
challenge to date. Ihave great confidence that, if confirmed, Russell George will
continue to serve his nation to the best of his ability. That fact that President Bush
nominated him for such a challenging assigniment is testimony in itself to Russell’s
abilities and love of country.

Tt is my pleasure to wholeheartedly recommend him to you and urge the swift approval of
his nonination by this committee and the Senate.
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DEPARTMENT OF THE TREASURY
OFFICE OF PUBLIC AFFAIRS

For Immediate Release Contact: Tara Bradshaw
July 7, 2004 (202) 622-2014

STATEMENT OF J. RUSSELL GEORGE
BEFORE THE COMMITTEE ON FINANCE
UNITED STATES SENATE

Chairman Grassley, Senator Baucus, and Members of the Committee on Finance, thank you for
the opportunity to provide testimony today.

1t is an honor to be here as the President's nominee for the position of Treasury Inspector General
for Tax Administration. [ am truly grateful to the President for the trust placed in me by his
appointment.

I would also like to thank Senator Sununu for his gracious introduction. It was a pleasure
working with him during his tenure in the U.S. House of Representatives.

Mr. Chairman, Senator Baucus, I have served as an inspector general for nearly two years. Prior
to that, I had the opportunity to assist the chairman of the subcommittee in the House of
Representatives with responsibility for overseeing the implementation of the Inspector General
Act. For over seven years in that position, I worked with inspectors general as they performed
their roles. I observed firsthand how the activities of inspectors general can benefit agencies,
Congress, and the nation. From that experience, as well as my current position, I have come to
the following conclusion: An inspector general is not another general counsel of an
organization. The inspector general's function is to identify waste, fraud and abuse and advise
both the agency head as well as Congress on his or her findings with the goal of stemming
inappropriate activity and helping to avoid its recurrence.

Given the very important role the Internal Revenue Service provides to the nation, I am very
much aware of the sensitive nature of the position for which I am being considered. Iassure you
that, if confirmed, the Office of Inspector General will be zealous in its oversight of the agency.

In 1995, when 1 joined then Chairman Stephen Horn as the staff director of the House of
Representatives' Government Management subcommittee, one of the first charges I received
from him was to examine issues pertaining to the Internal Revenue Service, especially those
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identified by the General Accounting Office as being at high risk of waste and abuse. Among the
first issues we reviewed were: (1) what was then referred to as the tax systems modernization
initiative and is currently referred to as business systems modernization; (2) what is now referred
to as the "tax gap" and other compliance issues; and (3) the issue of erroneous and improper
payments.

As you know these very same issues which we reviewed nearly a decade ago still persist and in
some cases have been exacerbated. They will be among the first areas that 1 will focus on if

confirmed.

In addition, I had the opportunity to assist with the House of Representatives’ consideration of
the IRS Reform and Restructuring Act, which as you know established the position of Treasury
Inspector General for Tax .Administration. Working with Representative Portman and his staff
on this legislation enhanced my understanding of the significant role and responsibility of the
Inspector General for Tax Administration.

Mr. Chairman, once again, thank you for the opportunity to appear here today. I have devoted
most of my career to public service. If afforded the opportunity to assume the position to which
I have been nominated, I will do my level best to ensure that the Office of Treasury Inspector
General for Tax Administration continues to assist the Secretary of the Treasury and the
Commissioner of the Internal Revenue Service in their efforts to ensure that the IRS serves the
nation in a more efficient, effective and responsive manner.

-30-
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RESPONSE TO THE SENATE COMMITTEE ON FINANCE'S
REQUEST FOR INFORMATION FROM NOMINEE

A, BIOGRAPHICAL INFORMATION

Name: (Including any former names used.)

JOEY RUSSELL GEORGE ' (Joseph was used from 1978 — 1981)
Position to which nominated:

TREASURY INSPECTOR GENERAL FOR TAX ADMINISTRATION
Date of Nomination:

November 19, 2003

Address: (List current residence, office, and mailing addresses.)

Home/Mailing: 220 South West Street
Alexandria, Virginia 22314

Office; Office of Inspector General
Corporation for National and Community Service
1201 New York Avenue, NW., Suite 830
Washington, D.C, 20525

Date and place of birth:

October 8, 1963, in Brooklyn; New York

Marital Status: (Include maiden name of wife or husband's name.)

Single

Names and ages of children:

1 do not have children.
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Education: (List secondary and higher education institutions, dates attended,
degree received, and date degree granted.)

Harvard Law School — 1985 to 1988, J.D. received June 1988

Howard University — 1981 to 1985. B.A. received May 1985

Brooklyn Technical High School - 1977 to 1981. Diploma received in June
1981 '

Employment record: (List all jobs held since college, including the title or
description of job, name of employer, location of work, and dates of
employment.)

Inspector General, Corporation for Natienal and Community Service,
Washington, D.C., September 2002 to present.

Subcommittee Staff Director and Chief Counsel, Committee on Government
Reform's Subcommittee on Government Efficiency, Financial Management
and Intergovernmental Relations (formerly entitled the Subcommittee on
Government Management, Information and Technology), U.S. House of
Representatives, Washington, D.C., January 1995 to August 2002.

Associate, Kramer, Levin, Naftalis, Nessen, Kamin & Frankel, New York,
N.Y., February 1993 to December 1994,

Associate Director for Policy, The White House, Washington, D.C., July 1991
to January 1993,

Assistant General Counsel, The White House Office of Management and
Budget, Washington, D.C., January 1990 to July 1991.

Prosecutor, Queens County District Attorney's Office, Kew Gardens, N.Y.,
August 1988 to January 1990.

Summer Associate, Bankers Trust Company, New York, N.Y., August 1987
to September 1987,

Summer Associate, Wiley, Rein & Fielding, Washington, D.C., July 1987 to
August 1987.

Summer Associate, Donovan, Leisure, Newton & Irvine, New York, N.Y,,
June 1987 to July 1987,

Summer Associate, Bankers Trust Company, New York, N.Y., August 1986
to September 1986, )
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Summer Associate, Epstein, Becker, Borsody & Green, New York, N.Y.,
June 1986 to August 1986.

Legal Associate, Bankers Trust Company, New York, N.Y., May 1985 to
August 1985.

Government Experience: (List any advisory, consultative, honorary, or other part-
time service or positions with Federal, State or local governments, other than
those listed above.)

None.

Business Relationships: (List all positions held as an officer, director, trustee,
partner, proprietor, agent, representative, or consultant of any corporation,
company, firm, partnership, or other business enterprise, or educational or other
institution. )

Undergradﬁate Student Trustee, Board of Trustees, Howard University,
Washington, D.C., July 1984 to July 1985.

Memberships: (List all memberships and offices held in professional, fraternal,
scholarly, civic, business, charitable, and other organizations.)

Bar of the United States Supreme Court.

Bar of the United States District Court, Southern and Eastern Districts of
New York. )

Bar of the State of New York.

Bar of the State of Connecticut.

The Association of the Bar of the City of New York

American Bar Association, Vice Chairman, Administrative Law Section.
Ripon Society, National Vice President.

Ripon Educational Fund, President.

Harvard Law School Chapter, Ripon Society, President.

Big Brother's Program.

City Harvest Food Bank, Board of Advisors.

Rotary Club of Washingten, D.C.

Southern Poverty Law Center, Leadership Committee.

National Association for the Advancement of Colored People.

National Rifle Association.

Sierra Club.

Harvard Club of the City of New York.

Harvard Club of Washington, D.C.

University Club of Washington, D.C., Vice Chair, Membership Committee.
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13. Political affiliations and activities:

a.

List all public offices for which you have been a candidate.
None.

List all memberships and offices held in and services rendered to all
political parties or election committees during the last 10 years.

Republican National Committee.

Alexandria Republican City Committee — various activities.
Victory 2000 — Public speaking and drafted article.
Elizabeth Dole for President — Finance Committee.

Bob Dole for President — Transition Team Executive Committee and
public speaker.

Giuliani for Mayor - vote integrity.

New York City Republican Party.

New York State Republican Party.

Republican Party of the State of Virginia,

Cleveland for Mayor — various activities.

Itemize all political contributions to any individual, campaign
organization, political party, political action committee, or similar entity of
$50 or miore for the last 10 years.

* According to the records available to me, and to the best of my

recollection, the following is a record of the contributions I have made
over the last ten years:

Republican National Committee —~ $180

Republican National Committee Victory 2000 — $95
Friends of Jost — $100

Bush for President 2000 — $900

Bush Transition — Not Available

Bush-Cheney Recount Fund — Not Available
Elizabeth Dole for Senate ~ $75

Elizabeth Dole for President — $1,000

Bob Dole for President — $1,000

Cleveland for City Council - $200

Cleveland for Mayor — $350

Stoker for Congress — $1,850

Mclintosh for Governor — $250

Gilmore for Governor — Not Available

Pataki for Governor — Not Available

Friends of Giuliani Exploratory Committee — $500
Adam Clayton Powell for City Council — Not Available
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New York State Republican Party — Not Available
New York City Republican Party — Not Available
Jerry Moran for Congress — Not Available

Allen for Governor — Not Available

Friends of Allen — Not Available

Rogers for Congress — 150

McVay for City Council - $50

John Hines for City Council — Not Available

Honors and Awards: (List all scholarships, fellowships, honorary degrees,
honorary society memberships, military medals, and any other special
recognitions for outstanding service or achievement.)

Phi Beta Kappa

Pi Sigma Alpha (Political Science Honor Society)

Phi Alpha Theta (History International Honor Society)
Dean's List Howard University

Hammer Award (For work on the Y2K issue)

Howard University Citation of Achievement

Published writings: (List the titles, publishers, and dates of all books, articles,
reports, or other published materials you have written.)

"Why Blacks Should Vote for Bush,” published on a web site directed
towards African-American professionals, October 2000,

Speeches: (List all formal speeches you have delivered during the past five years
which are on topics relevant to the position for which you have been nominated.
Provide the Committee with two copies of each formal speech.)

T have spoken frequently on the role of the Inspector General; however, my

" remarks were delivered without the use of a formal statement.

Qualifications: (State what, in your opinion, qualifies you to serve in the position
to which you have been nominated.)

As I currently serve as an Inspector General, I have a keen understanding of
the role and responsibility of the holder of the position. In addition to being
a watchdog, the Inspector General has to have an appreciation of the mission
of the organization to which he or she belongs. My experience thus far
demonstrates my understanding of these dualities. The purpose of the
Inspector General is not to interfere with the day-to-day operations of the
Department. Its purpose is to ensure that if an allegation of waste, fraud or
abuse is brought to the office's attention, appropriate action is taken to
review the merits of the allegation and to ensure that the office responds
accordingly.
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As the Inspector General of the Corporation for National and Community
Service, I have directed investigations of important matters affecting the
agency, including its personnel policies and financial management practices.
In regards to the latter, serious violations of accounting laws and regulations
were revealed and examined by the office. In addition to identifying these
issues, my office recommended changes in procedures that have been
implemented by the agency.

Moreover, I served as the Staff Director and Chief Counsel of the
Subcommittee on Government Efficiency, Financial Management and
Intergovernmental Relations. That subcommittee was responsible for
overseeing the implementation of the Inspector General Act. In that
capacity, I worked closely with the staffs of the authors of the Restructuring
and Reform Act, as well as with the relevant staffs of the appropriation and
authorization committees during the creation of the office of the Treasury
Inspector General for Tax Administration (TIGTA). During the
deliberations on this aspect of the legisiation, I was involved in the drafting of
the duties of the TIGTA. Given that experience, I know what the
responsibilities of the incumbent of that position entails and sincerely believe
I possess the wherewithal to perform them well.

B. FUTURE EMPLOYMENT RELATIONSHIPS

Will you sever all connection with your present employers, business firms,
associations, or organizations if you are confirmed by the Senate? If not, provide
details.

Yes. !

Do you have any plans, commitments or agreements to pursue outside
employment, with or without compensation, during your service with the
government? If so, provide details.

No.

Has any person or entity made a commitment or agreement to employ your
services in any capacity after you leave government service? If so, provide

details.

No.
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If you are confirmed by the Senate, do you expect to serve out your full term or
until the next Presidential election, whichever is applicable? If not, explain.

Yes.
C. POTENTIAL CONFLICTS OF INTEREST

Indicate any investments, obligations, liabilities, or other relationships which
could involve potential conflicts of interest in the position to which you have been
nominated.

None to my knowledge.

Describe any business relationship, dealing or financial transaction which you
have had during the last 10 years, whether for yourself, on behalf of a client, or
acting as an agent, that could in any way constitute or result in a possible conflict
of interest in the position to which you have been nominated.

None to my knowledge.

Describe any activity during the past 10 years in which you have engaged for the
purpose of directly or indirectly influencing the passage, defeat, or modification
of any legislation or affecting the administration and execution of law or public
policy. Activities performed as an employee of the Federal government need not
be listed.

None.

Explain how you will resolve any potential conflicts of interest, including any that
may be disclosed by your responses to the above items. (Provide the Committee
with two copies of any trust or other agreements.)

Not applicable. However, should a potential conflict come to my attention, I
will advise and work with the appropriate officials at the Department to
address the issue.

Two copies of written opinions should be provided directly to the Committee by
the designated agency ethics officer of the agency to which you have been
nominated and by the Office of Government Ethics concerning potential conflicts
of interest or any legal impediments to your serving in this position.

1 have been informed that this will be done.

Question 6 does not apply to this position.
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D. LEGAL AND OTHER MATTERS

Have you ever been the subject of a complaint or been investigated, disciplined,
or otherwise cited for a breach of ethics for unprofessional conduct before any
court, administrative agency, professional association, disciplinary committee, or
other professional group? If so, provide details.

No.
Have you ever been investigated, arrested, charged, or held by any Federal, State,
or other law enforcement authority for a violation of any Federal, State, county or

municipal law, regulation, or ordinance, other than a minor traffic offense? If so,
provide details.

No.

Have you ever been involved as a party in interest in any administrative agency
proceeding or civil litigation? If so, provide details.

No.

Have you ever been convicted (including pleas of guilty or nolo contendere) of
any criminal violation other than a minor traffic offense? If so, provide details.

No.

Please advise the Committee of any additional information, favorable or
unfavorable, which you feel should be considered in connection with your
nomination.

I have devoted most of my professional life to public service in various

positions of trust. In none of those positions have I violated — or been
accused of violating — that trust.

E TESTIFYING BEFORE CONGRESS

If you are confirmed by the Senate, are you willing to appear and testify before
any duly constituted committee of the Congress on such occasions as you may be
reasonably requested to do so?

Yes.
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If you are confirmed by the Senate, are you willing to provide such information as
is requested by such committees?

Yes.
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Questions for the Record- Senator Max Baucus:

Russell George

1. Over the last several years, many of IRS’s compliance and collection programs have
declined substantially. For example, between fiscal years 1996 and 2001, coverage for
the individual taxpayer audit and matching compliance programs declined by 63 and 29
percent and coverage by the telephone and field collection programs declined by 15
percent and 45 percent, respectively. In addition, according to former Commissioner
Rossotti, 56 percent of identified taxpayers with incomes of $100,000 or more and
underreport tax are not pursued by the IRS. Seventy-nine percent of identified taxpayers
who use abusive devices (e.g., offshore accounts) to evade tax are not pursued. Seventy-
five percent of taxpayers who do not file a tax return are not pursued and 60 percent of
identified tax debts are not pursued. The declines in IRS’s compliance and collection
programs are a strategic issue that puts a major part of the agency’s mission, ensuring
compliance with the tax laws, at risk.

. Considering IRS’ competing demands for compliance resources, what
strategies do you believe IRS should pursue to ensure that compliance and
collection programs operate at effective levels to enhance voluntary
compliance?

Response: My responses to these important questions are based on information
available to me as a member of the public, and not on information
known to the Office of the Treasury Inspector General for Tax
Administration (TIGTA). Accordingly, if I am confirmed by the
Senate, my views might change once I am privy to the information
maintained by the agency.

With that said, a coordinated and effective compliance program must
be based on a clear understanding of the areas of noncompliance in
our tax system. I understand that the Internal Revenue Service (IRS)
does not have current information on nencompliance, including where
noncompliance is greatest and the resulting lost revenue to the
Federal government. Recent IRS estimates of the "tax gap" are based
on very dated information. While the clear message remains that
action needs to be taken by the IRS to address noncompliance, to my
knowledge, a clear, accurate roadmap does not currently exist. I
understand that the National Research Program (NRP) will provide
the IRS with important and current measures of noncompliance. The
various phases of the NRP must be completed as soon as possible. Itis
an important step in the effort to address the problems you have cited.
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Modernization and the accompanying productivity savings might enable
IRS to accomplish more with less, but at some point there has to be
recognition that these cases can only be handled with additional personnel.
According to IRS, it takes 300 hours to work one offshore credit case.

Do you believe that IRS has enough personnel to pursue the thousands of
offshore credit cases already identified?

Again with the caveat expressed in response to the first part of this
question, I believe that in light of the increased responsibilities placed
on the agency, additional efficiencies and approaches (e.g.,
technologies) must be utilized and achieved in order to effectively
address those taxpayers who have engaged in this tax scheme. I
understand the IRS has developed a coordinated approach for and
committed significant resources to this problem, and I will focus on
understanding and evaluating these efforts if confirmed.

How should the IRS cope with the thousands of cases of offshore
noncompliance that have been identified?

As with any initiative to encourage cooperation, incentives must be
employed. Whether the "carrot" approach is used (e.g., further
compliance initiatives) or the “stick” approach (e.g., additional,
highly-publicized enforcement measures), the bottom line remains the
same. There must be a sense among taxpayers that the agency cares
about the problem and is devoting resources to it. Again, if confirmed
I will focus on this serious problem and work with the IRS to ensure
that appropriate steps are being taken to address this important issue.

To what extent do you think IRS focuses too much attention on those
taxpayers trying to comply with our tax laws versus those who operate
completely outside the system (i.e., the non-filers)?

It is imperative that the IRS clearly send the message that all
noncompliance, including nonfiling, will not be tolerated. A
significant challenge faced by the IRS is deciding how to prioritize its
resources and efforts so that it appropriately addresses both high-
profile compliance issues such as abusive transactions as well as long-
standing compliance issues such as nonfiling. As with my response to
the previous question, the agency can take different approaches to the
specific problem of nonfiling. Whatever method is used, the target
audience must be made aware of it. One can find a cure to a disease,
but if no one knows about it, what good is it?

The decline in collection coverage reflected the inability of IRS’s
collection programs to work a growing proportion of the delinquent cases
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referred from the compliance programs. In response, by fiscal year 2001,
IRS was deferring collection action on about one out of three assigned
delinquencies. GAO estimated that by the end of fiscal year 2001, IRS had
deferred collecting taxes from about 1.3 million taxpayers who
collectively owed about $16.1 billion. The signal to taxpayers resulting
from inaction on these cases appears to be a risk to voluntary compliance.

What steps should the IRS be taking to address this issue?

As your question suggests, any message sent that the agency is not
enforcing aspects of the Internal Revenue Code poses a risk to
compliance. As I noted during the hearing, I support the IRS’ use of
private debt collectors (PCAs) to assist the IRS’ collection efforts.
PCAs will enable the IRS to expand the Government’s capacity to
reach taxpayers with outstanding tax liabilities, and I understand that
the Administration’s proposal has been carefully crafted to protect
fully all taxpayer rights. PCAs will allow the IRS to focus its own
resources on more complex cases and issues while at the same time
reaching many taxpayers that the IRS currently cannot pursue in
light of existing collection and resource priorities. In addition, other
collection tools to show the agency's efforts to enforce the law must be
visible, effective and fairly applied.

What benchmarks should the IRS have with respect to noncompliance
issues?

1 respectfully defer my response to this question until I have had
access to information currently not available to me.

IRS’s treatment of taxpayers was a major concern that was reflected in the
IRS Restructuring Act of 1998. In 1998 Congress passed the IRS
Restructuring and Reform Act to ensure that IRS better balanced its
responsibilities for enforcing tax law with appropriate treatment of and
levels of service to taxpayers. To achieve improved levels of service, the
Act called for major changes in IRS operations.

What is your assessment of the progress IRS has made in protecting
taxpayers’ rights?

I respectfully defer a response to this question until I have had access
to information currently not available to me.
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Do you believe the IRS has achieved an appropriate balance between its
responsibilities to provide improved service to taxpayers and to enforce
tax law?

A more complete response to this question also requires access to
information I presently do not have, I note that in the IRS 2005-2009
Strategic Plan, the Commissioner noted the continuing need to
balance service to the American taxpayer with enforcement of the tax
laws. It is my understanding that the Commissioner and the IRS are
working to properly “rebalance” service and enforcement.

If so, what do you think your role is in ensuring continued balance?

If not, what is your role in helping the IRS find and achieve an appropriate
balance?

The responsibility of TIGTA is clearly delineated in both the
Inspector General Act, and the IRS Restructuring and Reform Act of
1998. The office will review through its audit function, and when
needed its investigative function, all agency initiatives in this very
important area.

The IRS has now invested many years and billions of dollars in multiple
modernization efforts intended to improve service to taxpayers and better
ensure taxpayer compliance with the tax laws. So far, IRS has made
important progress at laying the management foundation for a more
modern agency that is able to respond to taxpayer needs faster, more
accurately, and at a lower cost. IRS must successfully manage several
significant challenges that threaten continued modernization. Challenges
include addressing the decline in compliance and collection programs,
managing the deployment of several large business systems, and
implementing new performance measures and management processes.

The IRS has now invested many years and billions of dollars in muitiple
modernization efforts intended to improve service to taxpayers and better
ensure taxpayer compliance with the tax laws. However, at this time,
neither the foundation nor the structure—the reengineered processes that
would deliver better service and improve compliance—is complete.

What is your general reaction to the major steps taken by the IRS
regarding organizational structure, information systems, a performance
management system, and reengineered key processes?

The IRS' efforts to realign itself into taxpayer-specific operating
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divisions are Key to achieving an agency for the 21st Century. This
action will provide the agency with a secure platform from which te
continue effective modernization efforts and improve accountability,
service to the customer (i.e., the American taxpayer) and encourage
fuller compliance with the law. While significant progress has been
attained, much more needs to be done. If confirmed, the IRS’
modernization efforts will be a major focus of my attention.

Do you currently see any significant areas in IRS’s overall management
framework that you believe should be modified?

Please refer to the answer provided for the next question.

If so, what weaknesses do you see and how do you plan to address them?

The IRS must continuously evaluate and measure its modernization
efforts and milestones against the objectives it established for the
project. The agency's experience with the business systems
modernization (BSM) effort is an example of this. Significant cost
overruns and delays have plagued critical aspects of this initiative. In
order for the IRS to succeed in its modernization effort, this complex
project must achieve its goals. This will require effective management
of the BSM effort, especially of the performance of the contractors
involved.

What do you believe are the long-term risks to IRS’s modemization and
what are the consequences if they are not successfully managed?

While I do not have access to the appropriate information needed to
fully respond to this question, there is no doubt that the IRS must
achieve the efficiency and productivity gains that a successful BSM
effort would provide if the IRS is to successfully fulfill its mission in
the long term.
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We are here this morning to consider four nominations that are currently pending before the
Finance Committee, First, we will hear from Mr. Russell George, who has been nominated by the
President to serve as Inspector General for Tax Administration at the Department of the Treasury.
Mr. George currently serves as Inspector General at the Corporation for National and Community
Service. Throughout his long and distinguished career in public service, he also served as Staff
Director of the House Government Reform Committee’s Subcommittee on Government Efficiency,
Financial Management, and Intergovernmental Relations. He also served in the White House during
the first Bush Administration.

We will then hear from Mr. Patrick O’Carroll, who has been nominated to serve as Inspector
General at the Social Security Administration. Mr. O’Carroll currently serves in the Office of the
Inspector General at the Social Security Administration as the Assistant Inspector General in the
Office of Investigations. Mr. O’Carroll worked with me both in my capacity as Finance chair and
when 1 was chairman of the Aging Committee.

We will also hear from Timothy Bitsberger, who has been nominated to the position of
Assistant Secretary for Financial Markets within the Department of the Treasury. Since October
2002, Mr, Bitsberger has served as Deputy Assistant Secretary for Federal Finance at the Department
of the Treasury. Iam confident that his experience in financial markets, both at the Department of
the Treasury, as well as in the private sector, will serve the taxpayers well in his new position.

Finally, we will hear from Paul Jones, who has been nominated to be a member of the IRS
Oversight Board. Mr. Jones currently serves as a Senior Vice-President at Time Warner Telecom.

We will hear from our nominees shortly, but first, I am pleased to recognize my colleague,
Senator Sununy, to introduce one of our nominees.
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OPENING STATEMENT OF PAUL B. JONES
FOR THE HEARING ON CONFIRMATION OF HIS NOMINATION TO THE IRS
OVERSIGHT BOARD

BEFORE THE SENATE FINANCE COMMITTEE

Chairman Grassley, Ranking Member Baucus, Members of the Senate Finance
Committee, thank you for holding this hearing today. I am honored to appear before this
committee today as you consider my nomination to become a member of the IRS Oversight
Board. 1 thank the President for nominating me and the Secretary of the Treasury for choosing
me as a candidate. «

I'am pleased to have my wife, Ruth, seated behind me and she joins me in thanking you
for convening this hearing today.

I'am a graduate of Yale College, class of 1968, and a graduate of the Yale Law School,
class of 1971. In private law practice early in my career, I represented large corporate clients
engaged in private international business transactions. Working with the Coudert Freres Paris
office, I was engaged in corporate and tax structuring transactions largely for multi-national
business. Moving back to New York in 1973, I remained with Coudert Brothers and focused on
developing skill as a defense trial lawyer representing the three major broadcast networks.
During that period, the CBS 60 Minutes program became my principal client, under their Lloyds
of London insurance coverage and our representation of CBS as defense counsel designated by
Lloyds.

Press coverage of the issues raised in one of my 60 Minutes cases brought my name to
the attention of the Federal Communications Commission in 1976 when I was invited to serve as
a co-director of a task force.charged with exploring the economics of video program production
and distribution. The ultimdte goal of that task force was to recommend regulatory change
required to incentivize the expansion of program choice for the American public beyond the
three commercial broadcast networks. I accepted and also served as Assistant General Counsel
for the FCC. That was my first foray into public service, and based on that experience, I vowed
that again later in my career, I would hope to serve the public, sharing experience gained in the
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prxvate sector. And happﬂy, I am before you today seekmg conﬁrmatlon S0 that I may serve on
the IRS OV@rsxght Board.

In the years followmg that FCC expcrlence 1 have served as Vice Presuient for Strategy
and Business Dévelopment for CBS; as General Counsel Tor Warner Coramuriications Cable -
business, as Senior Vice Prpsxdent Corporate Development for Time Warner Cable Ventures,
and, serving as Semior Vice President, General Counsel and Regulatory Policy for Time Warner
Telecom, 1 am part of a management team that has grown Time Warner Telecom from an idea to
a publicly traded corapany with annual revenues that are now approaching one billion dollars.
This company is 41% owned by Time Warner, Inc. but traded separately on NASDAQ.

During the growth of Time Warner Telecom, I have participated in decision making
around the company’s computer systems development, process re-engineering, software vendor
selection, and in many other operating areas creating greater efficiencies as we have scaled the
business. Creating and executing on the strategy or vision for the company is the principal
responsibility of our Senior Management Team and our Board of Directors which, as Secretary
for the Company, 1 also serve.

I now find myself i m the posmon where the knowledge and expenence I've gained
through my corporate cxperlence can be put to good use in the service of the public. am
honored and privileged to be nominated to give something back to my country. I believe that by
serving as a member of the IRS Oversight Board, I can apply the good governance principles 1
have learned in the private sector to a public sector institution that affects virtually every
American.

In recommending the creation of the IRS Oversight Board, the National Commission on
Restructuring the Internal Revenue Service issued its report in 1997 stating, as Chairman .
Grassley well knows, that the IRS Oversight Board should be focused on providing strategic
direction to the IRS. If confirmed, I will embrace that mission, steeled in the conviction that the
interests of American taxpayers are served where improved and modemized business processes
and systems support both service and enforcement, by improved and simplified processes both
for filing and administration, and by awareness programs that help both taxpayers and tax
professionals understand that, as a country, we are far better off with core values that support,
rather than avoid, the payment of our taxes.

Thank you again Chairman Grassley, Ranking Member Baucus, and Members of the
Senate Finance Committee for the honor of appearing before you today.

-30-
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SENATE FINANCE COMMITTEE
STATEMENT OF INFORMATION REQUESTED OF NOMINEE

A BIOGRAPHICAL INFORMATION

Name: (Include any former names used.)
Paul Byron Jones

Position to which nominated:
IRS Oversight Board

Date of nomination:
December 9, 2003

Address: (List current residence, office, and mailing addresses.)
7867 South Forest Street, Centennial, Colorado 80122

Date and place of birth:
December 26, 1946, Columbus, Ohio

Marital status: (Include maiden name of wife or husband's name.)
Married, Ruth Jury Thomasson

Names and ages of children:
Lauren A. Jones, 23; Paul B. Jones, Jr., 22; Allison C. Jones, 17; Christen
Thomasson, 21; (stepdaughter), Megan Thomasson, 19; (stepdaughter).

Education: (List secondary and higher education institutions, dates attended,
degree received, and date degree granted.)

Worthington High School, Diploma ’60-64, Yale College, *64-68, B.A., Yale
Law School, ’68-72.

Employment record: (List all jobs held since college, including the title or
description of job, namc of employer, location of work, and dates of

employment.)

Senior V.P., General Counsel & Time Wamner Telecom  Littleton, Colorado  8/98 - Present
Regulatory Policy

Senior V.P., Legal and Regulatory ~ Time Warner Telecom  Littleton, Colorado  10/93-8/98
Policy

Senior VP, Corporate Time Warner Cable 6/92-9/93
Development Ventures

Senior VP & General Counsel Warner Cable 6/87-5/92
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Vice President, Strategy & CBS, Inc. 5/85-11/86

Development, CBS Publishing

Group

President, Contemporary Multi- Contemporary 5/84-5/85

Channel Services Communications

Head of the Broadcast CBS, Inc. 4/81-5/84

Development Unit: General

Counsel’s Office

General Attorney American Broadcasting 9/79-4/81
Companies, Inc.

Assistant General Counsel, Co- Federal 4/77-9/79

Director, Network Inquiry, Communications

Director Low Power Television Commission

Inquiry

Associate {Private Law Practice) Coudert Brothers New York 6/72-3/77
Coudert Freres Paris Paris, France

Faculty Member, Yale College Yale University 9/68-6/72

Government experience: (List any advisory, consultative, honorary, or other part-

time service or positions with Federal, State or local governments, other than

those listed above.)

Business relationships: (List all positions held as an officer, director, trustee,
partner, proprietor, agent, representative, or consultant of any corporation,
company, firm, partnership, other business enterprise, or educational or other

institution.)

05/1999 - Present
12/1993 - Present

Senior Vice President
Senior Vice President

Time Warner Telecom, Inc,

Time Warner Telecom
Holdings, Inc.

Time Warner Telecom
Holdings, Inc.
MetroComm, Inc.

Business Corporation
Business Corporation

Business Corporation  Director 10/1998 — Present

Business Corporation  Senior Vice Present 06/1999 - Present
Memberships: (List all memberships and offices held in professional, fraternal,
scholarly, civic, business, charitable, and other organizations.)

American Bar Association, New York State Bar, Federal Bar (Southern District of

New York)

Political affiliations and activities;

a. List all public offices for which you have been a candidate.
N/A

b. List all memberships and offices held in and services rendered to all
political parties or election committees during the last 10 years.
N/A

c. Itemize all political contributions to any individual, campaign

organization, political party, political action committee, or similar entity of
$50 or more for the past 10 years.
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George W. Bush, Mike DeWine, National Republican Committee, Time
Warner Telecom PAC, Cable PAC, Senator Hollings, Rep. M. Cantwell,
Representative E.J. Markey, Strickland for Senate.

Honors and Awards: (List all scholarships, fellowships, honorary degrees,
honorary society memberships, military medals, and any other special recognition
for outstanding service or achievement.)

Aurelian Honor Society, Yale College, High School Football Hall of Fame, All
1vy Football, Honorable Mention, Bronze medal winner in the 68 NCAA Winter
Track and Field Championship, Vice President, DKE; President, Black Student
Association; Vice President Elihu.

Published writings: (List the titles, publishers, and dates of all books, articles,
reports, or other published materials you have written.)

Biography of Representative Frederic R. Coudert, Jr., The Stinehour Press,
Lunenburg, VT 1985. In 1971, I also authored an article for the Yale Law School
Journal of Law and Social action analyzing the due process principles for juvenile
offenders articulated by the United States Supreme Court in light of a statistical
research study regarding the principal causes for detaining youthful offenders,
using the records of the juvenile court system for the state of Connecticut.

Speeches: (List all formal speeches you have delivered during the past five years
which are-on topics relevant to the position for which you have been nominated.
Provide the Committee with two-copies of each formal speech.)

Qualifications: (State what, in your opinion, qualifies you to serve in the position
to which you have been nominated.)

As part of the Time Warner Telecom senior management team, I am engaged in
the discussion and implementation of process re-engineering and the systems
development required to achieve scale and efficiency in the provisioning,
maintenance and billing of telecom customers. The issues we confront in change
management and the solutions we develop will contribute to Problem
identification and creation of solutions regarding improvements in the operation
of the IRS.

B. FUTURE EMPLOYMENT RELATIONSHIPS

Will you sever all connections with your present employers, business firms,
associations, or organizations if you are confirmed by the Senate? If not, provide
details.

No, I will continue to be employed by Time Warner Telecom.

Do you have any plans, commitments, or agreements to pursue outside
employment, with or without compensation, during your service with the
government? If so, provide details.
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I have an ownership interest in a developmental software platform. The plan is to
complete the patent application for the software, create an entity that will own it,
and open conversation with companies that may wish to license or acquire the
patent rights.

Has any person or entity made a commitment or agreement to employ your
services in any capacity after you leave government service? If so, provide
details.

I have an Employment Agreement with Time Warner Telecom that expires in
2005. That Agreement may be renewed.

If you are confirmed by the Senate, do you expect to serve out your full term or
until the next Presidential election, whichever is applicable? If not, explain.
Yes.

C. POTENTIAL CONFLICTS OF INTEREST

Indicate any investments, obligations, liabilities, or other relationships which
could involve potential conflicts of interest in the position to which you have been
nominated.

None.

Describe any business relationship, dealing or financial transaction which you
have had during the last 10 years, whether for yourself, on behalf of a client, or
acting as an agent, that could in any way constitute or result in a possible conflict
of interest in the position to which you have been nominated.

None.

Describe any activity during the past 10 years in which you have engaged for the
purpose of directly or indirectly influencing the passage, defeat, or modification
of any legislation or affecting the administration and execution of law or public
policy. Activities performed as an employee of the Federal government need not
be listed.

I actively encouraged the enactment of the 1996 Telecommunications Act and
similar state legislation.

Explain how you will resolve any potential conflict of interest, including any that
may be disclosed by your responses to the above items. (Provide the Committee
with two copies of any trust or other agreements.)

1 know of no actual or potential conflict of interest.

Two copies of written opinions should be provided directly to the Committee by
the designated agency ethics officer of the agency to which you have been
nominated and by the Office of Government Ethics concerning potential conflicts
of interest or any legal impediments to your serving in this position.
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The following information is to be provided only by nominees to the positions of
United States Trade Representative and Deputy United States Trade
Representative:

Have you ever represented, advised, or otherwise aided a foreign government or a
foreign political organization with respect to any international trade matter? If so,
provide the name of the foreign entity, a description of the work performed
(including any work you supervised), the time frame of the work (e.g., March to
December 1995), and the number of hours spent on the representation.

D. LEGAL AND OTHER MATTERS

Have you ever been the subject of a complaint or been investigated, disciplined,
or otherwise cited for a breach of ethics for unprofessional conduct before any
court, administrative agency, professional association, disciplinary committee, or
other professional group? If so, provide details.

No

Have you ever been investigated, arrested, charged, or held by any Federal, State,
or other law enforcement authority for a violation of any Federal, State, county or
municipal law, regulation, or ordinance, other than a minor traffic offense? If so,
provide details.

No

Have you ever been involved as a party in interest in any administrative agency
proceeding or civil litigation? If so, provide details.

I was prevailing plaintiff in a malpractice litigation that I filed against the Ballon,
Stall & Itzler law firm. The Federal District Court for the Southern District of
New York found the Ballon firm liable for malpractice, entering a judgment in my
favor on July 30, 1990.

Have you ever been convicted (including pleas of guilty or nolo contendere) of
any criminal violation other than a minor traffic offense? If so, provide details.
No

Please advise the Committee of any additional information, favorable or
unfavorable, which you feel should be considered in connection with your
nomination.

E. TESTIFYING BEFORE CONGRESS

If you are confirmed by the Senate, are you willing to appear and testify before
any duly constituted committee of the Congress on such occasions as you may be
reasonably requested to do so?

Yes
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Provide a list of all other liabilities of $10,000 or more owed, directly or
indirectly, at any time during the last 12 months. Identify the nature of each
liability, the amount, the name of the creditor, the terms of payment, the security
or collateral, and the date of the debt repayment.

On December 20, 2001, I opened a margin loan with The Key Group, then a Bear
Stearns correspondent, in the amount of $182,112.43 secured by what was then a
tax free municipal bond portfolio, now the Treasury note portfolio identified
above, to pay off the mortgage on my residential real estate property. The margin
loan was paid off in full on September 24, 2002 by applying the accumulated
interest income from the bond portfolio and by applying accruing bond interest on
a monthly basis over the period from January 2002 to September, 2002.

In June, 2003 again, I opened a margin loan in the amount of $17,000 secured by
the treasury notes identified above to pay college and prep school tuitions. The
loan was paid off in full in August 2003 by applying a Treasury note interest
payment to the balance. i

Provide a list and the amounts of all transactions in securities, commodities
futures, real estate, or other investments, having a value of $10,000 or more,
which have taken place within the last 12 months.

In addition to the transaction identified in response to (2.) above, I sold 10,000
shares of Time Warner Telecom restricted stock on November 17, 2003. The
gross pre-tax proceeds from that sale were $103,102, which sum was ordinary
income. Under a 10b-5(1) plan, 22,500 shares of Time Warner Telecom stock
were sold between November 25, 2003 and January 20, 2004. The ordinary
income pre-tax proceeds from the sale were § 191,153.59.

Describe the terms of any beneficial trust or blind trust of which you, your spouse,
or your dependents may be a beneficiary. In the case of a blind trust, provide the
name of the trustee(s) and two copies of the trust agreement.

None.

Provide a description of any fiduciary responsibility or power of attorney which
you hold for or on behalf of any other person.

None.

Provide a list of the sources and the amounts of all items of value in an amount -
exceeding $1,000 per source received during the period subsequent to the tax
returns provided to the Committee. This list should include, but not be limited to,
salaries, wages, fees, dividends, capital gains or losses, interest, gifts, rents,
royalties, patents, and honoraria. Gifts received from members of your immediate
family need not be listed.
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SENATOR JIM BUNNING
QUESTIONS TO Mr. Jones

Hearing on Nomination of Mr. Paul Jones
Nominee for The IRS Oversight Board
Senate Committee on Finance
7 July 2004

1. At the end of 2003, Treasury issued a Notice of Proposed Rulemaking to
modify the regulations governing best practices for lawyers appearing
before the IRS - commonly referred to as Circular 230.

Specifically, the Notice of Proposed Rulemaking would modify the
disclosure requirements accompanying tax shelter opinions, including
changes regarding the treatment of municipal bonds.

In mid-March, Treasury and the IRS issued an interim announcement
stating that municipal bonds will receive a 120-day grace period from
the final regulations - if the final regulations apply to municipal bonds
“if at all.”

Mr. Jones, could you provide me with an update on the status of the
proposed Circular 230 regulations?

Response

I have been informed by the Treasury Department’s Office of Tax Policy
that revisions to Circular 230 are a high priority for both the Treasury
Department and the IRS, and that further guidance is expected this
summer, Numerous comments were submitted in response to the Notice
of Proposed Rulemaking issued in December 2003, and the Treasury
Department and the IRS are reviewing all of these comments carefully.
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BLANCHE LAMBERT LINCOLN
ARKANSAS

JT‘MN Nnited States Senate

WASHINGTON, DC 20510

www.senate.govi~lincoln

June 26, 2003

Mr. Van Zeck,
Commissioner

Bureau of the Public Debt
U.S. Treasury Department
999 E Street

Suite 501

Washington, DC 20239-0001

Dear Commissioner Zeck,

I have been concerned about recent press accounts detailing how net lender nations, such
as China, arve purchasing large quantities of U.S. Treasury notes. This means, in effect, that
American taxpayers are paying taxes which are providing government goods and services to the
citizens of other countries. Please provide me with 2 detailed account of the amounts and
percentages of U.S. debt owned by China and other nations, individuals, and other entities both
domestically and abroad. I am particularly interested to review any data that the Treasury
Department has gathered concerning trends in debt purchases by foreign governments.

Thank you in advance for your attention to my request. Please do not hesitate to contact

an be of agsistance to vou,

be of agsistance 1oy

e
©

me, or Mac Camphell of m
me, or

Mac Campbell of my stalf,

Sincerely,
| Ak £ Fpine
Blanche L. Lincoln

LL/me
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DEPARTMENT OF THE TREASURY
WASHINGTON, D.C.

October §, 2003

ASSISTANT SECRETARY

Dear Senator Lincoln:

T am replying to your letter to Commissioner Zeck expressing concern about Chinese
purchases of U.S. ireasury notes and requesting information on debt owned by China and other
countries.

The attached table shows the estimated holdings of the entities which are major foreign
holders of U.S. Treasury securities, along with the estimated aggregate holdings of foreign
official institutions. This table is based on information from our website,
http://www.treas.gov/tic/, in particular the table, “Major Foreign Holders of U.S. Treasury
Securities”.

Estimates of foreign holdings of U.S. securities are subject to some error since they are
based, in part, on information on recent transactions in Treasury bonds and notes. Transactions
often take place through countries in which the transactors are not residents, and the location of
the buyer or the seller of security can be confused with the place where the transaction takes
place.

Treasury is currently taking steps to reduce distortions resulting from this kind of
confusion.

I appreciate your sharing your views with us.

/%,C_/ 4

Randal K. éuarles
Assistant Secretary for International Affairs

Attachment
The Honorable Blanche L. Lincoln

United States Senate
Washington, D.C. 20510



77

22818
90657
veus
%OOZ %OLL 9GES
WEVE  %EBL 0'G80)
T %ZZT YeI
wPo %O cwl
%L %FO G
%Yo %0 O
%90 %ED  T6L
%S0 %ED 8L
%30 %L L8
%y %90 Z5e
*FO %O £H
%S0 %O Vv
%EO %S0 LUZ
%60 U0  ¥6T
%L %80 6Ty
%yl %80 gey
%gO KO LV
%TL  %LO  Z6E
%8 %0 v9s
%Sl %EO 6Ly
% wZL vz
%ST %Vl 982
%6 WES  §L0E
192g (uoiia §)
djand  1@eg
PIBH  owang  sBuipjoH
AoieAtd  iei0)
B% %
= 000Z 2B

“UON OG$ Uel) ssay

Mueg juausdojanag Yeisy sy) pue Yueg G Leat N lueg pLOM) ( pue

Y 0BEE S6187 s8I0 56908
18 3414 zi8ee €'166E
22995 YEVES £50v9 209v9
%12 %80l 609 %0TT %Ol Y69 %EIZ %E0L €188 %V %SOl G649
%TSE  %GLL TSI0L UEIE  %SLL LOVOL UEBE %L LEOZL %GOy %EHL YOrLt
Sy %ET €6k UGG %IT  OVS %S %ST 088l %I WLT 8L
%O %ZO Vil %O WC 2 B .
%6 WO 162 %0 %ED 902 %Y0 %O 0Lk %¥0 %20 LI
%GO %0 BEL %0 %ED L) SO  UEC €9 %P0 %O €l
%LO  HED OB %90 %ED  gGl %T0 U 9Lt %P0 %20 Ll
%S0 %ED YL %GO %EO YL %Yo %20 T %EQ  %TO L0
%10 %¥0 802 %O %EO 68 %D UEO 98} %90 %EC L8
wWOL %S0 64 %WLO %ED 00T %T0 UL L %90 %EO 5Bh
%90 %EO 9l %LD  %ED L8 %YO  UEO 66 L0 %ED TIT
%S0 %TO E5i %L0 %L €61 %8O PO 62 %FO  %YO ¥EC
%0l %S0 962 %O %0 vz %80 %FO VT %8O %FO VP
%Ol %SO ST WOV %GO 28 %0l %SO L8 %OV %SO L6
%Ll BT Liy WL %D 89y Wi %0 TTW %Wl %ED LYE
%zl %90 ¥ee %L %D £6E %L %S0 §E %L %SO g
%OV %S0 96Z %L %eD 8TE %YL %0 Ler WYL %30 gy
%EL  %L0 98 %Lt %SO Lib %9L  %FO LBV %GL %EO B
WLl %EO OB %LL %SG SV UG %LO AV %L %O ST
%L %LD VI %TE %90 9E¢ WET %OV 079 UET %L G
%iZT %L €09 %8BT %L §8L e %L BZ0L %EE  %BL L)
%Lt %60 TO0S %Sl %C 05 %IT %L 8OV %ge %Ll Th
%OLL %9E LAke UELL %G 6L EZL BLG LVSE %S %0S 998
9eq (vogyg 8) (uoyna 3 0 {uo)
190d 1980 10 olgnd  193g
PiH  2yang  sBupIoH sBupion aMang sbupion PIBH oand SBuipiok
Ammaid 9104 Aeierig je0L Kiseaud jei0) Aeieaud  jeio),
P% 0% % B% 0% 0% % B%
- - 000Z 9301 1002 200 e 2007 7960 s €002 RN

{sse10p j0 sucyg W1 ‘pouad jo pus je 7| sBuipjol
SALMNOTS AUNSVYIRIL 40 SHIAIOH NOIFHOI HOMVN

R Ia44

%BZ¥
%G

%ED
%¥0
%ED
%90
%90
%90
%l
%80
%80
%60

%L
%'
%F'}
%9'L
%9’
%y

%'e

%y Y

%L€Y
o)

Apreaud
0%

0} Yueg g
"BLUBLE PUB "SBILY SPUBLGLIBN (100 U jetto) Buliodes ul saIpu; IsapA USHUE paoe|dal) SpuRIS) vBWARD ‘BPRiBE ‘sewRYen /7

wojss Butodal (D)1) [ede) jeuoneursiul ANsea)] B4} JOpUN Paliods Bjep AWILOL UD PUE 000Z UDIEIN-DUS JO S8 ABWGOUBG
($1dd} Aening JatuIseau oliopiod uBiaIn4 AiNseai | U paseq SJB Sal0L PUR SPUDG ‘S| S|UEINBWLOL PUE Sj0eiaY.Ew AINses,. 11 '8N so sBuipioy uiiaio; pejewss 7
(aysgem Ainsed | uo BIAE(EAE OSIE) 2-540 S8 L WIBING Ansess), pUE I WILSIACR seasAmmydy e abeddam Amseas 1{ ‘€002 "9} Jequienas "Ainsea] ‘g7 :8oinog

8y Ayedug /2

aosze pIoH APt
Z'I05¢  SIN020Y 1A0D
4§ BAIISSY (RIPS
zss H8Q 2nd [BY0L.
%BLOL L2 OO ubijaiog
o o
%9Y0Z  BEREL IWI0L ONVHD
%8T 658} 1840 It
. spuBpsUlaN
%o 6 souely
%Zo g€l oueleyL
%o Byl edg
%o TE BpRUEG
ULT 16t ey
%O S0Z odebag
%ET ¥z PUBLBZIMG
%0 6z ooayy
%y :3:+4 Bsnoquexn-wrbleg
%r0 66 * Jg suoezIEBIO
reuoifisy g BUDIBUISIU}
%S0 5Z¢ DEAO
%GO 128 ueme
%i0 oty a0y
%80 605 fuoy Buoy
%80 £18 fueuweg
%Th &8L EsueD
Bupyueg uesqgues
%6t ezl BUD puBiR
%T €Y twopBuy{ pan
%99 FEW weder
(uoiia ) AHINNOD
1900
opand  sbuioH
[T
0%
s G002 KL



78

BLANCHE LAMBERT LINCOLN COMMITTEES:
ARKANSAS AGRICULT

FINANCE

255 DIRKSEN SENATE OFFICE BUILDING . SELECT COMMITTEE ON ETHICS
TELEPHONE: (202) 224-4843 ﬁn[tzﬂ %tg[zs %Knatz SPECIAL COMMITTEE ON AGING

www.senate.govi~tincoln WASHINGTON, DC 20510
hepifiincoin:senate govihimlavebform.hirmi

. NUTRITION, AND FORESTRY

October 2, 2003

The Honorable John Snow
Secretary

Department of the Treasury
1500 Pennsylvania Ave. N.W.
Washington, D.C. 20220

Dear Mr. Secretary,

In June I wrote the Commissioner of the Bureau of Public Debt requesting information
concemning who holds and benefits from United States debt instruments. On July 8 my request
was referred to the office of the Assistant Secretary of the Treasury for Financial Markets. I have
yet to receive any information from the Treasury Department conceming miy request. Since that
time-it has come to my attention that the United States may have acquired an additional $200
billion in foreign held debt due to the occupation of Irag.

Please provide my office with a detailed account of the amounts and percentages of
United States debt held by other nations, individuals, and any other domestic or foreign entities.
Please also provide me with any information collected by the Treasury Department which shows
trends in United States debt purchases by foreign governments.

Twould also like to know if the United States has in fact assumed the debt owed by Iraq
to other nations. If so, please provide my office with a detailed account of the amounts and
percentages of Iraqi debt assumed by the United States held by other nations, individuals, and
any other United States or foreign entities. Further, will interest obligations related to this debt
be included in the Administration’s next budget baseline projections?

Finally, please provide my office with an official estimate of the net present value of the
future entitlement obligations of the United States government. - It is my understanding that a
recent study by the Department of the Treasury showed that the United States should have
approximately $44 trillion set aside earning interest in order to adequately fund Social Security,
and Medicare, as well as military and government retiree entitlement obligations. Has the net
present value of U.S. obligations increased since this study was issued and, if so, by how much?

Thank you' for your attention to my request. Please do not hesitate to contact me or Mac
Campbell of my staff at 202-224-4843 if you have any questions or clarifications.

Sincerely,
Blanche L. Lincoln

BLL/mec
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DEPARTMENT OF THE TREASURY
WASHINGTOR, D.C.

November 14, 2003

ASSISTANT SECRETARY

Dear Senator Lincoln:

T am replying to your October 2 letter to Secretary Snow regarding information on
foreign ownership of U.S. debt instruments that you had previously requested. In that letter, you
also asked whether the United States has assumed debt owed by Iraq to other nations, and
requested an official estimate of future cntitlement obligations of the United States Government.

I responded to your previous request in my letter of October 8. [ regret that our response
was $o late.

Concerning the questions asked in your October 2 letter, the United States has not
assumed the debt owed by Iraq to other nations. Also, Treasury does not publish a
comprehensive estimate of the net present value of future entitlement obligations. We believe,
however, that government financial reports shouid be more forward-looking and are secking to
expand the use of infinite-horizon calculations whenever it is technically feasible to make
credible estimates. The 2003 Report of the Social Security Board of Trustees, for cxample,
provided an cstimate of the net present value of unfunded benefit obligations into the indefinite
future on an open-group basis. The 344 trillion estimate that you cite is not part of 2 Treasury
study.

{ appreciate your sharing your views with us, —

mcexely
Quaﬂes
Asszs!ant ecretary for International Affairs

The Honorable Blanche L. Lincoln
United States Senate
Washington, D.C. 20510

6£:97  £08Z-FI-NON
Za'd
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DEPARTMENT OF THE TREASURY
BUREAU OF THE PUBLIC DEBT
WASHINGTON, DC 20239-0001

July 8, 2003

The Honorable Blanche L. Lincoln
United States Senate
Washington, DC 20510

Dear Senator Lincoln:

Thank you for your letter inquiring about Treasury securities being purchased by China
and other nations. I am happy to respond.

Because our role at the Bureau of the Public Debt is operational in nature, I am referring
your letter to the office of Brian C. Roseboro, Assistant Secretary of the Treasury for
Financial Markets. I am sure you will be hearing from that office in the near future.

Please let me know whenever I can be of help. You can reach me on
(202) 691-3502.

Sincerely,

A

Peter E. Hollenbach
Director, Legislative and Public Affairs

cc: Gffice of the Assistant Secretary of the Treasury
for Financial Markets

www.publicdebt.treas.gov
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Here’s the deal. The United States has
the mightiest economy in the world, but
“we've become enormously dependent oft - °
- foreign investors to lend us the money it
takes to keep Uncle Samy's checks from:;
bouncing, At least, that's how I interpret
Treasury statistics that track the sizeand ..
*" ownership of ourdational debt,
The statistics show that foreigivand ~
international investors account for the
entire increase in privately owned Treasury
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Allar Slogr Sloan

Forelgners Own More of Natzon‘ s Debt

e've just finished celebrating the” *
= w Fourth of Jidy, What better time
s than now to.contemplate the state
. of purnatios’s independente? Fmanmal

securities since George W. Bush took office.
*" Issuing those securities is how the Treasury
covered fedéral budget shortfails. anatcly 3
‘owned Treasury securities are fhodé that "=+ ¢
" belong to investots, as opposed to those
owned by federal govérnment trist fiinds or
the Federal Reserve Board. Private
nvestors own abott half our $7 triflion-plus
of national debt; the Fed and fedefal trust ]
funds own therest.
According to Treasury data-~~tdhle
" OFS-2, if you want see for yourself, on the
Web at wuwnw fms.treas.gov/bidleting
b24ofs.doc— when the Bush administration

See DEALS, E3: Col. 4
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Uncle Sam s Securlttes Go Increasmgly Global

DEALS, From E1

shortfalls created by tax cuts and
our wars it A

spending for current

startéd, wé had $2.88 trillion of
privately held national debt, of
which $1,03 trilfiori was owned by
foreign and international investors.
As of March 31, thie most recent

- data available, privately owned debt
‘had risen to $3.5 trillion, of which
foreigners.owned $1.71 trillion,

Now, a little math. Privately
owned deht, as YOU Can see, was up
by $620 billion since the Bush
administration started—but
{foreigners” holdings were up by
$680 billion, This means that
foreigners accounted for the entire
increase in privately held
debt—andthen some.:: . -

To the sticklery ainong yo
starting point for this math is
year-end 2000, three weeks before
Bush took office. Tused that date
because the Treasury table offers-
only quarter-end numbers, But the
three-week overlap with the '
Clintori administration isn't
significant.’: :

Besides, by ending at March
31—the June 30 numbers werefi’t |
out last week—I ‘m cuitinig the.
president soimie slack: If recent’

anid Irag
(e stopped atttibuting deﬂcxts to
the recession, which ended almost
three years ago.) Why should we
care about our government getting
hooked of foréign money? Because
one day, for feasons of their own,
foreign central banks, the major
pitrchasers of Uncle Sam’s
securities, may cut way back or
stop entirely, For strategic reasons,
not malicious ones.

Foreign central banks often own
Treasury securities i carry ot
strategies involving thieic own
currencies. If their situation

< . changes; they'ltbe gone. And we'll

i bé'uip the creek:

We hiear alf sorts of (':omfomng
Tiojses about how the budget deficit
isn't 50 bad; That it's less than the 6
percent of gross doinestic product
it reached dizring the high

point—inake that the low-point——of -

the fiscally irresporisible Reagan
years. But when you add back the
Sacial Security surplus—money
we're supposedly setting aside for
futite refirees, but that we're

ve're closing inon §

\* percent.

Of coutse, given the fact that the
rest of the world is firancing so
mtich of our deficit, maybe we
should look at our deficit not
relative to the U.S. GDP, but to
world GDP, Or interplanetary GDP,
if we can find Martians or
Venusians with a few bucks to lend

us.

My problem with getting heavily
hooked on foreign money—or
getting hooked on foreigners for
any essential, such as oil—is that it
makes us vulnerable And one day,

the bill will come in, It always does,

Remember that old saw: Whose

. bread I eat; his song I sing. Turie up '

your vocal eords, fans. I don’t know

* what we'll have to sing to satisfy

our foreign creditors if the day of

reckoning arrives while we're atifl
hooked on theif loans: But it sure

won't be America the Beautiful.

Sloan is Newisweek's Wall Street

- editor, His e-mail address is

slean@panix.com.
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Good morning, Mr. Chairman, Ranking Member Baucus, and members of the Committee.
1 appreciate the opportunity to appear before this distinguished panel to discuss my vision
for ensuring the integrity of Social Security’s programs should I be confirmed.

1 am honored that President Bush has nominated me for the position of Inspector General
(IG) for the Social Security Administration (SSA). Henry Clay observed, “Government is
a trust, and the officers of Government are trustees; and both the trust and the trustees are
created for the benefit of the people.” Although Americans face new challenges at home
and abroad, there is no better time to be their trustee.

I believe I have ably demonstrated my commitment to our citizenry in my 34 years of
public service, If I am granted the privilege of serving as Social Security’s Inspector
General, my organization and I will help America meet these new challenges and achieve
even greater success.

My Experience and Qualifications

Throughout my career I have received extensive law enforcement experience and
management training, including obtaining a Master of Forensic Sciences degree from
George Washington University. My 26 years with the U.S. Secret Service in law
enforcement management positions provided valuable experience as an investigator and a
leader.

Over the past few years at the Office of the Inspector General (O1G), I have served as
Special Agent-in-Charge of Congressional Affairs, Special Agent-in-Charge of Strategic
Enforcement, and Assistant Inspector General for External Affairs—where I directed
congressional affairs, quality assurance and professional responsibility for OIG. Most
significantly, for the past 4 years I served as the Assistant Inspector General for
Investigations, where I led investigators and employees in 64 offices throughout the nation.

In this position, I undertook a number of initiatives to reduce fraud, waste, and abuse in
SSA’s programs and operations. This includes my leadership of OIG’s efforts in the:

s Cooperative Disability Investigative (CDI) Program;
¢ TFugitive Felon Program; and
o Identity Theft Task Forces;

The CDI Program is a collaborative effort with SSA and OIG to address the integrity of the
disability programs. CDI’s mission is to obtain evidence that can resolve questions of
fraud in SSA’s disability programs. Eighteen CDI units have been opened in 17 States
since fiscal year (FY) 1998 with 2 units open in Texas.

Last year, GAO acknowledged the CDI program’s successes by noting that we have
increased the level of resources and staff devoted to investigating fraud and abuse. Our
CDI teams identify fraud and abuse before benefits are approved and paid. In the first half

2
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of FY 2004, the CD1 units saved SSA’s SSI and Old Age, Survivors and Disability
Insurance (OASDIT) programs almost $64 million by identifying frand and abuse related to
initial and continuing claims within the disability program. In FY 2003, the CDI Program
saved almost $100 million. Since the inception of the program, over 5,000 claims have
been denied or terminated.

The Fugitive Felon Program identifies fugitive felons receiving SSA benefits, stops
payment and notifies law enforcement of their location. Federal legislation bars SSI for
fugitive felons and for probation and parole violators, and provides for the exchange of
certain SSI information with law enforcement agencies under specified conditions. Such
fugitives are denied Federal assistance and parallel aid is also provided to law enforcement
for their apprehension.

Our highly successful Fugitive Felon Program assists law enforcement with locating and
apprehending criminals, making our neighborhoods safer. The program uses automated
data matches to compare warrant information from the National Crime Information Center,
the Federal Bureau of Investigation, the United States Marshals Service, and State agencies
with SSIrolls. During FY 2003, we identified approximately 38,000 subjects receiving
SSI payments—over 3,000 per month—resulting in over 6,500 apprehensions. SSA data
contributed to the arrest of 3,329 fugitives in the first half of FY 2004—and over 19,000
arrests since the program’s inception in 1996.

The Identity Theft Task Forces combat this insidious crime at its source. Our body of
audit and investigative work permits us to give Congress our evaluation of suggested
legislative changes and new techniques to improve SSN security and to decrease identity
theft crimes. Our ongoing involvement in identity theft, SSN misuse, and homeland
security is required by the role the SSN plays in establishing false identities and facilitating
financial crimes that can be used to finance terrorism. Our central function in this area is
to protect the integrity of the enumeration process and to ensure the accuracy of SSA’s
records.

1 also led OIG in joint efforts with other Federal, State and local agencies, such as the
Departments of Homeland Security and Justice, the Joint-Terrorism task forces, and other
national antifraud efforts and counter-terrorism initiatives.

In the afiermath of September 11%, I represented OIG on an SSA-wide task force that
addressed Social Security number (SSN) misuse and identified and recommended
improvements for the SSN process.

My current position as Acting Inspector General has provided a great deal of insight into
the challenges and opportunities facing SSA. As a result, I am frequently called upon to
advise decision-makers on key areas to improve Social Security integrity.
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The Office of the Inspector General

An important part of our mandate is to provide timely, useful and reliable information and
advice to Administration officials, Congress and the public. To meet this mandate, in
1997, 1 established an Office of External Affairs focusing on quality assurance and
congressional liaison, vitally important in fostering a strong, open relationship with
Congress while providing timely and accurate information.

That relationship ultimately depends on our performance. We must continue to conduct
our audits and investigations with the strictest adherence to legal and professional
standards, and make the most efficient use of our resources to prevent fraud on the front-
end of SSA’s business processes.

No program touches more lives than Social Security. As stewards of this sacred trust, we
work continuously to maintain the efficiency and effectiveness of SSA and its programs,
and to eradicate fraud, waste, and abuse.

SSA OIG is a crucial component in the fight against SSA program fraud. In FY 2003, our
investigators arrested over 5,000 individuals, reported over $356 million in investigative
accomplishments in the form of SSA recoveries, restitution, fines, settlements, judgments
and projected savings. OIG auditors issued 97 reports with recommendations identifying
over $1 billion in Federal funds that could be better utilized and $57 million in questioned
costs. QOur attomneys reported nearly $1.25 million in civil monetary penalties and
assessments. As a result, OIG returned $20 for every dollar invested in its operations.

My Vision for Ensuring Efficiency and Integrity at Social Security

Earlier, I referred to the new challenges facing America at home and abroad. Today we are
focused on the threat of terrorism and the impact it can have on our everyday lives. Social
Security programs face additional challenges and we must take them seriously.

For example, while new technologies afford us greater flexibility in performing routine
activities, they also present new opportunities for misuse. As government continues
embracing the electronic age and moves closer to paperless processing, we must be certain
that appropriate safeguards are in place to verify the authenticity of every transaction. I
will work to ensure that Social Security has the proper and complete mechanisms in place
to preserve the integrity of all electronic business.

We learned after the September 11™ terrorist attacks that Government departments and
agencies at every level must be able to communicate and share information timely. At the
same time, it is our duty to protect the privacy of every citizen. If1 am confirmed as
SSA’s Inspector General I will make it a top priority to continue developing collaborative
relationships with fellow Federal, State and local departments and agencies to foster
greater communications and creativity to address both of these issues.
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Further, Government faces a crisis of human capital as many of our most talented
employees near retirement. Our Strategic Plan includes several measures aimed at
developing and maintaining a highly skilled and motivated workforce. This is one of my
top priorities. We already have a proud tradition of excellence and I plan to make our
organization even better through recruitment programs that attract highly capable
candidates representing the mosaic that is America.

Recent enactment of legislation also impacts our organization. For example, the
Homeland Security Act of 2002 provides Federal OIGs-—including curs—important Jaw
enforcement authorities and mandates the creation of an external review process to ensure
adequate internal safeguards and management procedures. Another significant piece of
legislation is the Social Security Protection Act of 2004. This law provides new
safeguards for Social Security and its beneficiaries, such as increased oversight of
representative payees, enhanced authority to protect SSA’s employees, and provides for
the expansion of the Fugitive Felon Program to Title I beneficiaries.

Conclusion

One constant in these times is the Government’s duty to tackle the challenges before us
and to meet increasing demands with finite resources. Certainly this is true at SSA.

Should I be confirmed, I anticipate that SSA OIG will continue to function as a critical law
enforcement arm and key management tool for SSA. We will vigorously pursue those who
try to take advantage of SSA’s programs, operations or beneficiaries, while scrupulously
safeguarding the precious resources allocated to us. We will also continue to work with
the Agency to identify opportunities to improve efficiency and effectiveness.

Over the years, the OIG and SSA have made great progress in addressing numerous
challenges. Ilook forward to continuing this work. If confirmed, I will concentrate
heavily on program integrity issues, SSN misuse and homeland security. Internally, I will
ensure that a strong and diverse management team continues to lead an independent OIG
into the future.

1 look forward to working with Congress and the Commissioner to help SSA meet these
and other challenges. Because Social Security plays such an important role in the lives of
Americans, I would consider it an honor to serve as the next Inspector General for Social
Security. Thank you for this opportunity, and I would be pleased to answer any questions
you might have.



87

A. BIOGRAPHICAL INFORMATION

Name: Patrick Pearse O’Carroll, Jr.

Position to which nominated: Inspector General

Date of nomination: March 9, 2004

Address: 574 Laurel Road, Riva, MD 21140-1014

Date and place of birth: 06/27/1950 New York, NY

Marital status: Elaine C. Schaedel O’Carroll DOM: 6/7/1977
Names and ages of children: N/A |

Education: (List secondary and higher education, institutions, dates attended, degree
received, and date degree granted.)

7/2000 to 8/2000 Harvard University Certificate, 8/2000

1987 to 6/1988 George Washington Univ.  Master of Forensic Science, 5/89
1968 to 1972 Mt. St. Mary’s College BS., 572

1964 10 1968 Gonzaga High School Degree, 5/68

Employment record: (List all jobs held since college, including the title or description of
job, name of employer, location of work, and dates of employment.)

5/1996 to present:

Social Security Administration, 6401 Security Blvd., Baltimore, MD 21235

Positions Held: Director HQ Operations, Special Agent in Charge Strategic Enforcement,
Special Agent in Charge Congressional Affairs, Assistant Inspector General External
Affairs, Deputy Assistant Inspector General for Investigations, Assistant Inspector General
for Investigations and Acting Inspector General.

6/1972 to 5/1996: :

U.S. Secret Service, 950 H. Street, N.'W., Washington, DC 20223

Positions Held: Special Agent, Newark NJ Field Office; Special Agent Presidential
Protective Division; Special Agent Vice Presidential Protective Division; Special Agent,
New York Field Office; Special Agent Candidate Nominee Protective Division, Assistant
Special Agent in Charge, Information Resource Management Division; Assistant Special
Agent in Charge, Office of Protective Research; Assistant to the Special Agent in Charge,
Intelligence Division; and Inspector, Office of Inspection.
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Government experience: (List any advisory, consultative, honorary, or other part-time
service or positions with Federal, State or local government, other than those listed above.)

None

Business relationships: (List all positions held as an officer, director, trustee, partner,
proprietor, agent, representative, or consultant of any corporation, company, firm,
partnership, other business enterprise, or educational or other institution.)

None

Memberships: (List all memberships and offices held in professional, fraternal, scholarly,
civic, business, charitable, and other organizations.)

International Association of Chiefs of Police
Annapolis Yacht Club

Association of Government Accountants
Association of Former Agents U.S. Secret Service

Political affiliations and activities:

a.

List all public offices for which you have been a candidate.
None

List all memberships and offices held in and services rendered to all political
parities or election committees during the last 10 years.

Republican National Committee
Itemize all political contributions to any individual, campaign organization,
political party, political action committee, or similar entity of $50 or more for

the past 10 years.

1999 approximately $100.00 to the Republican National Committee
2003-2004  approximately $300.00 to the Republican National Committee

Honors and Awards: (List all scholarships, fellowships, honorary degrees, honorary
society memberships, military medals, and any other special recognitions for
outstanding service or achievement.)

U.S. Treasury and U.S Secret Service Special Act and Performance Awards (16)
Social Security Commissioner’s Awards and Performance Awards (8)



16.

17.

89

Published writings: (List the titled, publishers, and dates of all books, articles, reports, or
other published materials you have written.)

I have not authored any books. In the early 1990s, I wrote or contributed to several articles
in the Police Chief Magazine on employing technology in Law Enforcement. In 1996, I was
the Editor of the Department of the Treasury Reinvention Newsletter. I have represented the
SSA Office of the Inspector General at several forums on Identity Theft and the Integrity of
the Social Security number.

Speeches: (List all formal speeches you have delivered during the past five years which are
on topics relevant to the position for which you have been nominated. Provide the
Committee with two copies of each formal speech.)

September 2002 - The United Council on Welfare Fraud Conference — Phoenix, AZ
October 2002 - The Six Nations Benefit Fraud Conference - Australia

September 9, 2003 — Senate Finance Hearing - The Homeland Security and
Terrorism Threat from Document Fraud, Identity Theft and SSN Misuse- Wash., DC

September 2003 - The International Association of Credit Card Examiners
Conference, Washington, DC

October 2003 - The Six Nations Benefit Fraud Conference - England

March 10, 2004 - Committee on Ways and Means, Subcommittees on Oversight and
Social Security - Statement for the Record: The "ITIN" and Social Security Number
Misuse Hearing - Wash., D.C.

Please see attachments:

Qualifications: (State what, in your opinion, qualifies you to serve in the position to which
you have been nominated.)

The Social Security Administration (SSA) provides benefits to the young, the widowed, the
aged and the disabled. To accomplish this task, the SSA has extremely complex programs,
policies and procedures. The solvency of SSA's Trust Fund is discussed in the mediaon a
daily basis. To oversee the integrity of SSA an understanding of the programs and culture of
SSA is crucial. Thave spent 8 years learning about this agency.

Throughout my career I have received extensive investigative and management training.
My education includes obtaining a Master of Forensic Sciences from the George
Washington University and attending the Kennedy School of Government at Harvard
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University. My work experience has been garnered from increasingly responsible positions
both within the U.S. Secret Service and the SSA Office of the Inspector General (OIG).

Specifically, over the past few years, I have served in several increasingly responsible
positions such as the Director of Headquarters Operations, Special Agent In-Charge of
Strategic Enforcement, and Assistant Inspector General for External Affairs where 1led
congressional affairs, quality assurance and professional responsibility. Most significantly,
over the past 5 years I have served as the Assistant Inspector General for Investigations
where I led investigators and specialists in 64 offices throughout the nation. During my
tenure as Assistant Inspector General for Investigations I undertook a number of initiatives
to reduce frand, waste and abuse within SSA’s programs and operations. One such example
is my work developing SSA’s Cooperative Disability Investigations which identify frand
and abuse before Supplemental Security Income benefits are approved and paid. This
initiative was instrumental in providing information to General Accounting Office (GAO)
that SSA was taking aggressive steps to address fraud, waste and abuse in the Supplemental
Security Income program, which in turn aided in the removal of SSI from its High Risk list.

Another example is my leadership efforts in working jointly with agencies such as the
Department of Homeland Security, Department of Justice, and Joint Terrorism Taskforces to
enhance national security. Internally, following the aftermath of September 1 11
represented the OIG on an SSA-wide executive taskforce enhancing Social Security number
(SSN) integrity and identifying and recommending improvements for the enumeration
process.

Finally, my current position as Acting Inspector General has provided a great deal of insight
concerning the challenges and opportunities facing SSA. As aresult, I am frequently called
upon to represent and provide key information to decision-makers on areas to improve
Social Security integrity.

1look forward to working with Congress and with SSA to improve its programs and
operations.

B. FUTURE EMPLOYMENT RELATIONSHIPS

Will you server all connections with your present employers, business firms,
associations, or organizations if you are confirmed by the Senate? If not, provide
details.

I will retain my position with the SSA. I will retain membership in professional and social
organizations because they do not conflict with the SSA IG position.

Do you have any plans, commitments, or agreements to pursue outside employment,
with or without compensation, during your service with the government? If so,
provide details.

I donot.
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Has any person or entity made a commitment or agreement to employ your services in
any capacity after you leave government service? If so, provide details,

No commitments have been made.

If you are confirmed by the Senate, do you expect to serve out your full term or until
the next Presidential election, whichever is applicable? If not, explain.

Yes

C. POTENTIAL CONFLICTS OF INTEREST

Indicate any investments, obligations, liabilities, or other relationships which could
involve potential conflicts of interest in the position to which you have been nominated.

None

Describe any business relationship, dealing or financial transaction which you have
had during the last 10 years, whether for yourself, on behalf of a client, or acting as an
agent, that could in any way constitute or result in a possible conflict of interest in the
position to which you have been nominated.

None

Describe any activity during the past 10 years in which you have engaged for the
purpose of directly or indirectly influencing the passage, defeat, or modification of any
legislation or affecting the administration and execution of law or public policy.
Activities performed as an employee of the Federal government need not be listed.

1 have never engaged in influencing legislation in a non-governmental capacity.

Explain how you will resolve any peotential conflict of interest, including any that may
be disclosed by your responses to the above items. (Provide the Committee with two
copies of any trust or other agreements.)

I have no conflicts of interest.

Two copies of written opiuions should be provided directly to the Committee by the
designated agency ethics officer of the agency to which you have been nominated and
by the Office of Government Ethics concerning potential conflicts of interest or any
legal impediments to your serving in this position.

Two copies of the written opinion of the SSA Designated Ethics Official are attached. The
Office of Government Ethics has provided Senators Grassley and Collins with a written
opinion (see attachments).
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The following information is to be provided only by nominees to the positions of Unitec
States Trade Representative and Deputy United States Trade Representative:

Have you ever represented, advised, or otherwise aided a foreign government or a foreign
political organization with respect to any international trade matter? If so, provide the name
of the foreign entity, a description of the work performed (including any work you
supervised), the time frame of the work (e.g., March to December 1995), and the number of
hours spent on the representation.

N/A

D. LEGAL AND OTHER MATTERS

Have you ever been the subject of a complaint or been investigated, disciplined, or
otherwise cited for a breach of ethics for unprofessional conduct before any court,
administrative agency, professional association, disciplinary committee, or other
professional group? If so, provide details.

1 have never been the subject of a complaint or been investigated, disciplined, or cited for a
breach of ethics for unprofessional conduct before any court, administrative agency,
professional association, disciplinary committee, or other professional group.

Have you ever been investigated, arrested, charged, or held by any Federal, State, or
other law enforcement authority for a violation of any Federal, State, county or
municipal law, regulation, or ordinance, other than a minor traffic offense? If so
provide details.

I have never been investigated, arrested, charged, or held by any Federal, State, or other
law enforcement authority for a violation of any Federal, State, or county or municipal law,
regulation, or ordinance, other than a minor traffic offense.

Have you ever been involved as a party in interest in any administrative agency
proceeding or civil litigation? If so, provide details.

3/1986: Civil Suit for Medical Malpractice treatment for a Workmen’s Compensation injury
while employed by the U.S. Secret Service. Court found in favor of the defendant.

10/2001: Civil Suit for Medical damages sustained in a Workmen’s Compensation injury
while employed by SSA. A motor vehicle accident occurred between a U.S. Government
vehicle driven by me and a State of Maryland vehicle. Settlement paid to plaintiff and
Department of Labor.

Have you ever been convicted (including pleas of guilty, or nolo contendere) of any
criminal violation other than a miuor traffic offense? If so, provide details.

1 have never been convicted of any criminal violation.



93

Please advise the Committee of any additional information, favorable or unfavorable,
which you feel should be considered in connection with your nomination.

1 can think of no additional information that I believe would be material for consideration in
connection with my nomination.

E. TESTIFYING BEFORE CONGRESS

If you are confirmed by the Senate, are you willing to appear and testify before any
duly constituted committee of the Congress on such occasions as you may be
reasonably requested to do so? '

1 am willing to appear and testify before any committee of the Congress.

" -
If you are confirmed by the Senate, are you willing to provide such inforpation as is
requested by such committees?

T will be willing to provide any information as is requested by such comimittees.
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Questions for Mr. O’Carroll

From Chairman Grassley:

1. 1have had great interest in insuring that the benefit payments under the
Old-Age Survivors and Disability Insurance and SSI programs operate with
the utmost integrity and that improper payments be kept to a minimum.

Can you tell me how important it is to insure that those who enter the
disability rolls are eligible in the first place? In other words, don’t we need
to do a better job making sure that no one gets disability who should not get
disability in the first place?

Answer: The OIG continues to focus its work on ensuring that improper
payments are kept to a minimum. Since SSA is responsible for issuing over $500
billion in timely benefit payments under the OASDI and SSIprogram to over 50
million individuals, SSA is at-risk of making significant improper payments.
Even the slightest error in the overall process can result in millions of dollars in
over- or underpayments. In partnership with SSA, we have opened 18
Cooperative Disability Investigations (CDI) units in 17 States to ensure only those
individuals who are disabled in the first place get put on the rolls; and once on the
rolls that they continue to be disabled. Since the program started, CDI
investigative results were used to support over 3,900 denials or terminations.
Consequently, SSA saved approximately $230 million. We are also in the process
of conducting a review of 1,532 cases to quantify the amount of undetected
overpayments in SSA's disability programs. In conducting our review, we have
identified four diagnostic codes that we believe are the most susceptible to fraud
on the front end. We expect to issue this report and other reports to improve
SSA's efforts to identify, prevent, and recover improper payments in FY 2005.

2. Over the course of the last few months, we have exchanged a number of
letters with OMB regarding OMB’s guidance implementing the Improper
Payments and Information Act of 2002. Our concern centered around the
fact that OMB’s recent guidance would result in certain SSA programs NOT
reporting the same level of improper payments that they reported in the
recent the past.

Can you tell me your position on OMB’s guidance and whether or not it will
result in a higher or lower level of improper payments within SSA programs
being reported?

Under Public Law 107-300 (the Improper Payments Information Act of 2002),
OMB was given authority to set guidance on how agencies calculate and report
improper payments. OMB issued specific guidance to SSA on the Agency’s
calculation and reporting of improper payments. This guidance also specifically
requested that OMB continue to receive the same information reported in the past.
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Based on our review of OMB’s guidance and our conversations with SSA
officials, we do not expect the Agency’s reported level of improper payments to
significantly change.

OMB defined avoidable improper payments as those payments that are under the
agencies control and unavoidable improper payments are those payments outside
the Agency’s control and are a cost of doing business. Long term consideration
of this area should also include solutions that address unavoidable improper

payments.

From Senator Baucus:

1. REDUCING FAKE DRIVER’S LICENSES
Many individuals have been creating fake driver’s licenses. This allows them to
execute criminal activity, either by creating a completely fictitious identity or by
stealing someone else’s identity. This problem has taken on even more serious
implications because terrorists have been using these methods to assume
alternative identities. At a Senate Finance Committee hearing last year, GAO
investigators reported that by using fictitious names and fraudulent documents,
they were able to obtain driver’s licenses in seven of eight states.

To combat these problems, the American Association of Motor Vehicle
Administrators (AAMV A) has made two legislative proposals for enactment this
year

The first proposal is the Interstate Digital Image Exchange program, now being
piloted in five states, that allows states to share photographs of driver’s license
applicants, so that licensing agencies can be sure that the person applying is who
he says he is. Of course, such a program should only be implemented if there isa
prohibition against use of this program as a marketing or advertising tool. Last
year, the Transportation-Treasury Subcommittee on Appropriations portion of the
Omnibus Conference Report provided funding to support this program. In FY03,
a request is pending for the additional $2.527 million needed to complete the
program on a nationwide basis, because the program only works when all states
are participating.

The second proposal is the Commercial Driver’s License Information System
(CDLIS). 1t is a critical tool States can use to keep individuals from obtaining a
fake or fraudulent license. While CDLIS is very effective, it was developed in the
late 1980’s and relies on outdated hardware and software. There is a need to
modernize CDLIS and permit it to grow and evolve easily as volume grows and
requirements change. Of course, the modernization of this program should only
be undertaken if there is a commitment to protect privacy. The House-passed
highway bill, TEA-LU (HR3550), contains provisions to authorize $30 million
over the next five years for a CDLIS upgrade. The Senate-passed bill contains no
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such provision. The conference committee is now beginning its deliberations on a
conference report.

Do you think that the Transportation-Treasury Subcommittee should
provide the $2.257 million for completing the Interstate Digital Image
Exchange Program, and that the conference report on the Highway bill
should contain the authorization of $30 million over five years for the
modernization of the Commercial Driver’s License Information System?

Answer: We believe both projects would help to reduce the circulation of
fraudulent documentation and occurrences of identity theft. While we cannot
speak to the particular costs or comment on the latest pilot results of the Interstate
Digital Image Exchange Program, such a project should make the process of
applicant identification much easier. In terms of the Commercial Driver’s
License Information System (CDLIS), we believe that inter-State sharing of
commercial driver's license information is wise in that it protects both the Nation's
motorways as well as enhances Homeland Security. We also support efforts to
upgrade the CDLIS in order to keep it current with evolving technologies.

FOLLOW-UP: Last year, the AAMVA proposed a program called DRIVerS to
create an on-line database for non-commercial driver’s licenses for all states.
This would prevent a criminal from using a counterfeit driver’s license from one
state to get a genuine driver’s license from another state. It could also be used by
airline ticket counter clerks and others. Of course, this program should only be
undertaken if there is a commitment to protect privacy. The proposal has been
widely acclaimed. It would cost $78 million over 3 years. However, some people
on the Hill have suggested that $78 million over three years is too high a cost. As
a result, AAMVA has limited itself this year to proposing just the program to
modernize the commercial driver’s license database for all states (CDLIS),
including a pilot for extending this project to cover non-commercial driver’s
licenses.

Do you believe that we should enact the DRIVers program now and that the
cost of this program is a tiny price to pay for providing this protection from
terrorists?

Answer: We believe that such efforts to reduce identity theft and misuse among
non-commercials drivers is a worthwhile endeavor. Fraudulent documents on our
highways, and particularly in our airports, are a serious issue that should be
addressed. While we cannot specifically address the total costs associated with
this proposal, we concur that extra weight should be given towards drivers license
improvements that enhance homeland security.

2. SUBJECTIVITY OF DISABILITY CASES
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Mr. Q’Carroll, I understand that soon your office will be releasing a report in
which you’ll try to estimate the amount of fraud that may be occurring in the two
disability programs at SSA. As you know, the process of determining whether or
not an applicant for disability benefits is truly disabled often can be highly
complex and involves a certain level of subjectivity. It is also probably true,
however, that individuals with a clear intent to fraudulently obtain disability
benefits will lie or misrepresent their abilities and medical condition.

‘What assurances can you make to the Committee that your report will only
label cases as fraudulent if there is a clear evidence that the individual
seeking benefits lied or attempted to deceive the Social Security
Administration and will not label as fraudulent those instances where the
determination of disability maybe a highly subjective determination?

Answer: We realize that determining whether someone is truly disabled is a
highly complex process. This is why we are coordinating our reviews with SSA
and having the Agency conduct medical continuing disability review (CDRs) on
those cases we believe may not be disabled. We will rely on SSA’s decision as to
whether or not a beneficiary is disabled—based on their expert review of the
medical information.

The goal of our review is to identify those who clearly intended to obtain
disability benefits through fraudulent means. After the CDR is completed, we
will review the case further and develop any potential signs of fraud. Asshownin
our most recent semiannual report to Congress, the OIG is very experienced in
pursuing fraud investigations and any potential cases we develop in our current
review will be treated accordingly.

. SOCIAL SECURITY NUMBERS AND ID THEFT

Mr. O’Carroll, in testimony before the Senate Finance Committee in September
of last year you declared “the SSN has become a national identifier.” You also
stated that legislation was needed to limit the use and display of the SSN in public
and private sectors in order to reduce identify theft.

As far as identify theft and Social Security numbers are concerned, could it be
that one main problem is that businesses and banks treat Social Security numbers
like they are a secret, secure password — when in fact they are not. No business
should use a Social Security number as a password any more than they would use
a person’s name or phone number. 1 note that a lot of banks and other e-
commerce companies now ask customers several “security questions” and ask
them to provide the answers so they can verify their identity for future
transactions.
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Do you think it would still be necessary to enact legislation to restrict SSNs if
they were not treated as secure passwords? Should the Treasury department
and other agencies urge banks and other businesses not to treat the SSN as a

secure password? '

Answer: While the OIG prefers the SSN not be used beyond its original purpose,
to track earnings and pay Social Security benefits, we understand that is has
become a national identifier. Nonetheless, the more it is propagated for use
beyond its original intention, the greater the changes it can be compromised.

With this in mind, we do not believe the SSN should be used by businesses as a
"password" for gaining access to such private information. Here we define
"password" as a tool for accessing certain information about an individual through
on-line web sites or through automated telephone services. Instead, businesses
should be expected to create and issue their own identification numbers to be used
as secure passwords. In addition, we believe legislation is necessary to mandate
this change, since without it businesses would have little incentive to cease using
the readily available SSN as a password in their systems. This is not to say the
SSN itself should be eliminated from business transactions, since the SSN is also
used by business as a legitimate part of their credit and tax reporting procedures.
Furthermore, even if the SSN is removed as a password, we expect the SSN will
remain a useful identifier related to an individual, such as his/her name and/or
telephone number.

O



