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(1)

NOMINATION OF DOUGLAS H. SHULMAN
TO BE COMMISSIONER OF THE
INTERNAL REVENUE SERVICE

TUESDAY, JANUARY 29, 2008

U.S. SENATE,
COMMITTEE ON FINANCE,

Washington, DC.
The hearing was convened, pursuant to notice, at 10:05 a.m., in

room SD–215, Dirksen Senate Office Building, Hon. Max Baucus
(chairman of the committee) presiding.

Present: Senators Wyden, Schumer, Salazar, Grassley, Hatch,
Smith, and Sununu.

OPENING STATEMENT OF HON. MAX BAUCUS, A U.S. SENATOR
FROM MONTANA, CHAIRMAN, COMMITTEE ON FINANCE

The CHAIRMAN. The hearing will come to order.
Thomas Jefferson once said, ‘‘Taxation is the most difficult func-

tion of government.’’ Today we consider the nomination of Doug
Shulman to carry out that job. In that job he will face many dif-
ficulties, but each difficulty is also an opportunity.

Let me tick off a few of the difficulties awaiting him: the tax gap,
improving customer service at IRS, IRS’s outdated computers, the
challenges in the global economy, an aging IRS workforce, funda-
mental tax reform, and implementing stimulus this year.

Mr. Shulman, you have your work cut out for you. Good luck! It
is almost as if you have added new meaning to the term ‘‘mas-
ochism’’ in wanting this job. [Laughter.]

First, the tax gap. That is the difference between the taxes le-
gally owed and the taxes paid on time. It is estimated to be at least
$345 billion each year. IRS Commissioner Charles Rossotti called
this the ‘‘free rider tax.’’ That is because those who do not comply
with our Nation’s tax laws ride on the backs of those who do. IRS’s
Taxpayer Advocate says that the tax gap amounts to $2,600 in ad-
ditional burden for each honest American taxpayer.

Last year, I insisted that Treasury and IRS develop a com-
prehensive and credible plan to reduce the gap, a plan with base-
lines, timelines, and measures. They delivered the plan in August,
and I intend to hold Mr. Shulman accountable for implementing
the plan and regularly keeping me apprised of his progress.

Second, to customer service. Providing top-notch customer service
must be a priority for the IRS. Many of our tax laws are complex
and difficult to understand. I call on Mr. Shulman to follow
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through on the IRS’s taxpayer assistance blueprint. He needs to en-
sure that taxpayers receive the service they deserve.

I might say at this point, Mr. Shulman, IRS has made that tax-
payer assistance blueprint, and the plan is waiting for you to over-
see it and implement it. I might say, though, the IRS has con-
ducted lots of plans and often does not follow through, partly be-
cause of staff turnover, turnover at the top. There is just not fol-
low-through. That has to change. There has to be follow-through,
even when people change. The plans themselves have to be fol-
lowed through.

Third, IRS computers. Mr. Shulman will be faced with the major
overhaul of IRS’s information technology. The IRS still uses com-
puter systems built in the 1960s. I cannot, for the life of me, be-
lieve that here in the United States of America the IRS still uses
those little tapes and does not have the more up-to-date drives,
with CDs, or the new technology, but still has the old tapes. Most
countries do not. Most companies do not have the old, outdated sys-
tem. We still have the old, outdated system.

What does that mean? It means that various systems cannot talk
to each other. For example, a person’s unemployment, a 944 form,
cannot be matched with whether or not he or she paid income
taxes. They cannot talk to each other. That is just one example
where they cannot talk to each other. It is an outrage, frankly. An
absolute outrage. Mr. Shulman, that is something that you have to
change.

Information technology is more than outdated, it is in the Dark
Ages. This limits the Agency’s ability to process information or de-
tect scams. Taxpayers who are accustomed to doing all their busi-
ness online should be able to meet their tax obligations electroni-
cally without additional costs.

Fourth, an increasingly global economy affects our Nation’s tax
system. The IRS needs to keep pace with multinational corpora-
tions, sophisticated financial products, and offshore tax schemes.

Fifth, the IRS workforce is aging. Skilled public servants who
have dedicated their professional careers to tax administration are
retiring in increasing numbers. Mr. Shulman needs to act aggres-
sively to retain skilled technicians and hire high-quality workers to
replace those who retire.

Sixth, tax reform. This year I intend to hold a series of hearings
to explore options for fundamental tax reform. As Congress works
on changes to our tax laws, I expect Mr. Shulman’s commitment
to help us formulate changes and actively implement those
changes. I would like your assistance, Mr. Shulman, again on de-
signing changes, and also your assistance in implementing those
changes.

Seventh, Congress will be enacting the stimulus package soon.
The IRS review of the 2001 rebate program found that this success
was due in large part to the commitment of the Commissioner to
ensure that the Agency devoted adequate resources to the rebate
program. I expect Mr. Shulman to provide his full support to suc-
cessfully administering a stimulus payment program that will
boost our Nation’s economy.

These are just some of the difficulties that you face. As I said,
they are also opportunities. Let me just highlight both of those
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points: huge difficulties and huge opportunities. You have, basi-
cally, the opportunity, Mr. Shulman, to turn this around, finally.
It is going to take a lot, a lot of work, but you will have the co-
operation of this committee because, clearly, that is in the best in-
terests of the country.

Let me now turn to our witness, Mr. Shulman. Before we go any
further, do you have any family you would like to introduce?

Mr. SHULMAN. Yes, I do, Mr. Chairman. My wife, Susan, is here
with me, as well as my son, Ben, and my daughter, Eve. They are
4 years old, so they may not stay for the whole hearing.

The CHAIRMAN. Would you all stand up, please, so we can recog-
nize all of you? This is a joint, team, family effort here. That is
great. Thank you very much.

[Applause.]
The CHAIRMAN. Thank you. I know you are all very proud of

Doug, and I hope you see him more—I hope you see him. [Laugh-
ter.]

Mr. Shulman, we have three questions we customarily ask of all
of our nominees, and I will ask of you right now. Is there anything
that you are aware of in your background that might present a con-
flict of interest with the duties of the office to which you have been
nominated?

Mr. SHULMAN. No.
The CHAIRMAN. Do you know of any reason, personal or other-

wise, that would in any way prevent you from fully and honorably
discharging the responsibilities of the office to which you have been
nominated?

Mr. SHULMAN. No.
The CHAIRMAN. And do you agree, without reservation, to re-

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

Mr. SHULMAN. Yes.
The CHAIRMAN. Good. I might say, too, besides oral questions

that we in the committee might ask you, members of the committee
might provide you with written questions. In order to expedite the
committee’s consideration of your nomination, we ask that you re-
spond to these written questions as soon as possible.

We also recognize our newest member of the committee who is
here. You are giving us a very good—how can I say this? It is a
good precedent for our new member to be here attending our com-
mittee hearings. It is a good example for other members of the
committee to follow. So I recognize our newest member, Senator
Sununu from New Hampshire. Welcome, Senator, in joining our
committee.

Senator SUNUNU. Thank you.
The CHAIRMAN. Mr. Shulman, why don’t you proceed?

STATEMENT OF DOUGLAS H. SHULMAN, NOMINATED TO BE
COMMISSIONER, INTERNAL REVENUE SERVICE, WASH-
INGTON, DC

Mr. SHULMAN. Thank you, Mr. Chairman, members of the com-
mittee. My name is Doug Shulman. I am currently vice chairman
of the Financial Industry Regulatory Authority. It is truly an honor
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to be here today as you consider my nomination to be Commis-
sioner of the Internal Revenue Service.

Mr. Chairman, the importance of the Internal Revenue Service
cannot be over-estimated. How the IRS approaches its work and
interacts with taxpayers greatly affects both the functioning of the
Federal Government, as well as Americans’ overall view of their
government. The IRS touches every adult, every business, and
every nonprofit organization in America. For many citizens, it is
the only Federal agency with which they will have contact in a
given year.

Never has thoughtful leadership and direction at the IRS been
more critical as the Federal Government’s responsibilities to its
citizens have grown. As you know, the IRS collects the vast major-
ity of the revenue needed to run the government, from protecting
the environment, to defending the homeland, to improving edu-
cational opportunities, to increasing access to health care services.
It is truly an awesome responsibility to lead such an agency. Be-
cause I recognize the enormous challenge, if I am confirmed, I have
given a lot of thought as to how I would approach the job.

Since I have been nominated, many people have asked me if I
would emphasize service or enforcement. I actually believe this is
a false choice. In order to execute its mission, the IRS must do
both. For taxpayers who pay their taxes willingly and on time,
which is the great majority of Americans, there must be clear guid-
ance, accessible education, and outstanding service. Our aim
should be to make it as easy as possible for them to pay the correct
amount of taxes in the most efficient and least burdensome manner
possible.

For taxpayers who intentionally evade paying their taxes, there
must be rigorous enforcement programs. But whether servicing tax-
payers or enforcing the law, it is absolutely essential that Ameri-
cans believe the IRS is fair and that it respects the rights of all
taxpayers.

Thanks to Commissioners Rossotti and Everson, there are impor-
tant initiatives currently in place that, if confirmed, I would antici-
pate continuing. But I would also bring a fresh set of eyes to the
position and ensure that the Agency continues to evolve as cir-
cumstances change.

Any effort to improve service must include a commitment to IRS
modernization. IRS employees must have timely access to taxpayer
data so assistance is quick and accurate. This will require focusing
on, and investing in, IRS processes as well as IRS’s information
technology. This would be a priority for me, if confirmed.

The IRS must also continue its rigorous enforcement programs.
It must deter those who may be inclined to evade their legal tax
obligations and pursue those who engage in evasion. As members
of this committee already know, in recent years a number of sig-
nificant steps have been taken to shut down tax shelters and other
abusive transactions that were created for no other reason than to
avoid taxation. I support these efforts, and I would anticipate con-
tinuing them.

I also believe that it is essential for the IRS to work closely with
the practitioner community, including lawyers, accountants, and
tax preparers who are all a vital part of our Nation’s tax compli-
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ance system. The IRS must use all of the tools at its disposal—dia-
logue, education, service, and enforcement—to ensure that these
important members of the tax community are partners in our ef-
forts to see that all individuals and institutions meet their tax obli-
gations.

Finally, if confirmed, I plan to focus on leadership and employee
development during my tenure as Commissioner. I have been ex-
tremely impressed by the leadership and the dedicated and tal-
ented workforce of the IRS. However, as you mentioned, Mr. Chair-
man, like other Federal agencies, many experienced and knowl-
edgeable IRS employees will be approaching retirement eligibility
in the coming years. It is critical that the next Commissioner de-
vote significant attention to recruiting, training, and grooming the
next generation of IRS leaders.

Mr. Chairman, it is an honor to have been nominated by the
President to be the next Commissioner of the IRS. I recognize that,
if confirmed, it will be a very demanding and difficult job, which
I see as an opportunity. As Commissioner, I would do everything
in my power to ensure that the Nation’s tax laws are administered
in a fair and efficient manner. Essential to my success would be
a close partnership with members of Congress on both sides of the
aisle, and you have my commitment to work closely with this com-
mittee.

Thank you for letting me make these brief opening statements,
and I am happy to respond to your questions.

The CHAIRMAN. Thank you, Mr. Shulman.
[The prepared statement of Mr. Shulman appears in the appen-

dix.]
The CHAIRMAN. I would like your thoughts on implementing the

stimulus rebate program that clearly is going to pass the Congress
and be signed by the President in the next couple of weeks, at
least. As you well know, the GAO analysis of the 2001 rebate pro-
gram found ‘‘one of the primary reasons the program worked well
was because the IRS Commissioner made it a top priority and com-
municated that to IRS leadership and rank-and-file employees.’’
Your thoughts on how well you can administer sending out the
stimulus rebate checks.

Mr. SHULMAN. It is an important question. I can assure you, Mr.
Chairman, that it will have my full attention, if I am confirmed.
I think, a few observations. One, we are in the middle of filing sea-
son. Refunds are going out, which is an important part of the over-
all tax administration process.

I am obviously not privy to the inner discussions, given that I am
currently a private citizen. But you have my assurance that, if I
am confirmed, I recognize the importance of this to the entire gov-
ernment, and I would do everything in my power to ensure that
checks went out as quickly as possible.

The CHAIRMAN. It is also even more important to the people we
work for, the public.

Mr. SHULMAN. Absolutely.
The CHAIRMAN. They are our employers. We are just the hired

hands. We are just the employees here. We are just making sure
that our employers get what they expect, and that is very efficient
distribution of rebate checks.
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The second, the tax gap issue. As you well know, I have spent
a lot of time on this. In fact, I held up an Assistant Secretary’s
nomination until we got a plan from the Treasury and IRS on how
to solve the tax gap problems. I would like to have 90-percent com-
pliance by the year 2017, and I am curious as to the degree to
which you think we can accomplish that. Right now, I think it is
83-percent compliance. I would like your commitment that we get
up to 90-percent compliance.

Mr. SHULMAN. We have had the opportunity to talk about the tax
gap. I agree with you 100 percent that this large a number of taxes
that are uncollected is a problem. I think it is a problem on its face
for the Treasury. I think it also has the potential, as you men-
tioned before, to undermine the system where there is a large per-
cent of the population paying their full share of taxes and there is
a percentage of the population that is not. So, you have my abso-
lute commitment to work with you on it.

I have looked at the report closely and have followed your state-
ments and analysis of it, Mr. Chairman. I think it is clear there
are two causes. There are the unintentional causes and uninten-
tional mistakes, and I think there service—telephone, in-person,
technology, and the website—needs to continue to be improved so
that people understand their obligations and meet their obliga-
tions. Then there are clearly the intentional issues. As we have had
a chance to talk about, it seems like one of the keys to the tax gap
is third-party reporting.

All of the statistics that I have seen show that when there is
third-party reporting, compliance rates are very high. When there
is not third-party reporting and the IRS has to go in with more
burdensome-type audits and does not have a way of verifying, com-
pliance rates are lower. I think that is a discussion that I will look
forward to having with the committee about exactly what to do
about that, and look forward to working in close partnership.

Regarding the percentage, we had a little chance to talk about
this. I do not know enough about all the levers now to know exactly
where I think we can get with compliance, but I am 100-percent
committed to working with you to increase compliance and help to
close that gap.

The CHAIRMAN. I think we can get to 90 percent, frankly. I am
going to stick with this issue. So, virtually every time you come
back before this committee, you can expect a question from me as
to how far along are we in closing that gap. I am going to keep ask-
ing that question and expect you to show progress—significant
progress—every time I ask that.

One final question before I turn to other Senators. I am quite
concerned about the development of very complex financial prod-
ucts and the degree to which IRS is able to understand them and
know how our tax code fits in with them, that is, the degree to
which there is any taxable income in exchange of those products,
or in some way involve those products, whether they are SIVs,
CDOs, or whatever they may be.

Let me put it this way. I am told by 1991 there was about $10
trillion in American bank deposits; now there is about $10 trillion
in American bank deposits. There was $20 trillion developed over
that period of time in complex financial products; $43 trillion in
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credit default swaps. Who knows what they are? Who knows?
Banks do not know the value of them, frankly. So my question to
you, and my time has expired, is what will you do at the IRS to
keep abreast of these products, and in your role as Commissioner,
in what to do about them?

Mr. SHULMAN. That is a great question. As you know, Mr. Chair-
man, in my current role as vice chairman of the Financial Industry
Regulatory Authority, we have regulatory responsibility to oversee
brokerage firms that do business with the public. I have had the
opportunity to track these issues. I think the financial industry is
innovating really at an exponential pace.

I think keeping track of these products is a challenge, frankly,
for financial service regulators, and I think it is going to be an im-
portant challenge for the IRS to be up to. Some of the things that
I did in the past, I tried to bring people in from those industries
to work inside the Financial Industry Regulatory Authority, people
who had spent time on trading desks, had done product develop-
ment with those kinds of products, so we had people who really un-
derstood the thinking that went on.

I think making sure people at the IRS, and in my case now the
Financial Industry Regulatory Authority, actually went out to
desks and went to those financial institutions and made sure they
were in dialogue and understood not just what products are on the
shelf, but what products are in development, and really having a
focused group, would be my instinct.

The CHAIRMAN. I appreciate that. My time has expired. But I ex-
pect you, as Commissioner, to be fully aware of and abreast of all
of these developments and understand them in your role as Com-
missioner.

Senator Grassley, I might ask if you have an opening statement
that you may want to make.

Senator GRASSLEY. Yes, but I am just going to put that in the
record.

The CHAIRMAN. All right. Thank you.
[The prepared statement of Senator Grassley appears in the ap-

pendix.]
Senator GRASSLEY. I want to follow on, but on a very narrow part

of the tax gap and how the Private Debt Collection Program might
work in with it. We have the Taxpayers Advocate report that gross
accounts receivable increased by 5 percent for 2006. Then I want
to give you a quote: ‘‘The number of taxpayers with unpaid ac-
counts in the inventory of unassigned collection cases—or queue as
it is called—and the amount owed on these accounts increased to
10-year highs.’’

The IRS, before last year’s political attack on the program, estab-
lished a realistic range for collections of these accumulated debts
to the government of somewhere between $88 million to $124 mil-
lion, a rather modest sum considering that the IRS currently has
over $110 billion of very collectable receivables eligible for this pro-
gram.

So I am going to ask a few questions, but they all come around
to this. What role do you see the Private Debt Collection Program
playing in the efforts to close the tax gap? Given that this program
is estimated to collect more than $1 billion over 10 years that oth-
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erwise would not be collected, how do you plan to utilize and ex-
pand this cost-effective program to further reduce the tax gap?

Then I am asking for a commitment to the full implementation
of the program as set out by IRS executives in December, 2006. I
ask, with the understanding that these goals are relatively mod-
est—I am going to stop there with those questions I have just
asked you.

Mr. SHULMAN. Yes. Thank you, Senator, for the question. This is
an important issue that I know has gotten quite a bit of attention,
both at the IRS and here on Capitol Hill.

Let me just say, if I step back just a little bit—if you will permit
me—that I think the job of the Commissioner to do an overall re-
source allocation for the Service is one of the important jobs. To
make sure there are the right people, the right technology, the
right funding, the appropriate use of contractors, whether it be in
the technology arena or in an arena like this. I also would say I
think there is quite a large number of very talented and able IRS
workers who do a lot of this work.

I have some guiding principles around any program, including
this one, for the IRS. One would be to ensure that taxpayer rights
are respected. Two would be that taxpayer privacy and the privacy
of their data is safeguarded and adhered to. Three is that there are
proper oversight and safeguards for any program.

My understanding of this private debt collection program is that
these are cases that otherwise would not be worked by the IRS,
and that Congress has actually authorized—there has been quite
a bit of debate, and Congress has authorized it. I have been as-
sured by the team at the IRS, after we had a chance to talk, that
they are actually pursuing this program aggressively. As long as it
is authorized and Congress has debated it and made the decision
to move forward, I would anticipate this, like every other program,
running well and running in the spirit of doing the best we can.

Senator GRASSLEY. I have trouble reconciling what I am hearing
from the IRS versus what I am hearing from the Treasury Depart-
ment. I hear from the IRS that more employees are needed to en-
force the tax code, while I hear from the Treasury Department that
the amount of time devoted by IRS employees to work for their
union is greater than the average of the entire Federal Govern-
ment. How do you reconcile these observations, and how will you
ensure that those who work for the IRS actually do work for the
IRS before asking for more funding for staff?

Mr. SHULMAN. Yes. It is a great question. I think, clearly, I am
going to have to, if confirmed, get my hands around the number
of employees, the budget, the resource allocation. It is clearly some-
thing that I will go and try to get a handle on and come back.

What I will tell you is, my belief is, as Commissioner, my job
would be to be the leader of every single person at the IRS: union,
non-union, management, rank and file. I would do everything I
could to ensure people are treated with dignity, that they are moti-
vated to do their job, that they are focused on getting the job done,
that they feel accountable to the American taxpayer to do a good
job.

Senator GRASSLEY. The expensive problem the IRS has had in
modernizing its computer system is well known. It is a great source
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of frustration for me. In fact, as far back as 10 years ago—and you
will remember this very well—the fact that the IRS used many
separate computer systems that did not communicate with each
other was recognized as a serious problem, and it still remains a
serious problem. So as new Commissioner, what is your plan to
succeed where others have not truly succeeded, and then modernize
the computer system used by the IRS?

Mr. SHULMAN. It is an incredibly important question for the IRS,
how to really move forward with modernization. I think that mod-
ernization is actually essential to meeting service goals, meeting
enforcement goals, and meeting workforce productivity goals. My
experience, where I oversee large technology operations for a Wall
Street regulator, is that a lot of technology projects fall down when
the right requirements are not developed and everyone has not
agreed on exactly what we are trying to get done.

So the first thing I would do is go in and make sure that every-
one, from the contractors working on it, to the leadership, all have
the same goal. I think the goal is real-time access to taxpayer infor-
mation by the people providing service and enforcement so that
when a taxpayer calls they see an accurate record. That record can
be updated so that when someone is going out to do an IRS audit,
they actually have the same information. So being crystal clear and
focused on the goal is the first thing that I will ensure.

The second thing is to make sure there is the right accountability
in structure and governance. A lot of times the technologists get
sent off into a hole to develop something and it comes out and it
is not necessarily what the entire workforce needs. So, making sure
that there is true joint accountability between the people using the
system and the technology folks who build the system.

Finally, it is making sure there are the right resources, both the
talented people, the people who understand what they are doing in
all aspects of development, and that the funding is there. So, this
will get my full attention.

The CHAIRMAN. Thank you.
Senator Wyden, you are next.
Senator WYDEN. Thank you, Mr. Chairman.
Mr. Shulman, in December the Bush administration criticized

the Congress, saying that even a few days of Congressional debate
on a temporary fix for the Alternative Minimum Tax would make
it tough for the IRS to print and mail the new forms. Now the ad-
ministration says it can send rebate checks to 113 million house-
holds within 60 days—in effect making this claim just a few weeks
after the Congress was criticized for overwhelming the IRS with a
much simpler challenge relating to updating the AMT forms.

My question to you is, it is obvious that the IRS is being put
right in the center of the political debates in this country. What do
you intend to do to make sure that the IRS, on your watch, is not
used as a political tool?

Mr. SHULMAN. That is a great question. I believe that it is in-
credibly important that the IRS is seen as fair, is seen as non-
political and nonpartisan, and that it really is a public service orga-
nization. I would be a public servant, serving all American tax-
payers, and really the government.
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I think specifically the issues you mentioned, and the Chairman
asked before about, the stimulus package and the rebate checks,
you have my assurance that I would approach the job as a non-
political position, trying to follow and implement the policies that
were set forth by the Congress, and would do everything under my
power to do it. I think what I could do as Commissioner is send
a clear signal that that is the job of the IRS, to actually implement
what the policymakers decide.

Senator WYDEN. Let me ask you a couple of questions again
about the process relating to this stimulus package and how it is
going to be implemented. We had the CBO Director, Director
Orszag, before us who talked about the difficulties in getting the
checks out. His concern was that the checks’ stimulus benefits real-
ly would not arrive until the second half of the year.

We have been informed about the various challenges involving
hiring extra workers to reprogram the computers, entering new
data, answering calls; the list goes on and on. I am going to do my
best to advance tax reform. I think we ought to be going back to
what Ronald Reagan and Bill Bradley talked about, about broad-
ening the base and making the code simpler.

Is part of what we are seeing in this discussion about the stim-
ulus package not a reflection on the fact that the biggest challenges
for our country, such as right now getting this stimulus package
implemented quickly, a lot of those challenges would be easier if
the tax code were simpler. Is that not correct?

Mr. SHULMAN. Clearly the IRS, the programming, getting the
forms out, et cetera, is exacerbated by a complex tax code. Clearly,
tax administration would be easier in this country with a simpler
tax code.

On the stimulus package, I am not close enough, really to—I
mean, I know what I read in the papers. I am not privy to the con-
versations. What I will say, though, is I do know that one of the
impacts for mailing the checks for stimulus is the fact that we are
in the middle of filing season. There is a lot of work that has to
be done around what is already a complex code.

Senator WYDEN. I am not going to belabor this simplification
issue. I think the tax code is broken. It has gotten to the point now
where practitioners tell me they cannot even get a regional office
at the IRS to give a consistent opinion within the office. We used
to have problems, for example, say, with Denver disagreeing with
Los Angeles. Now we have one of the regional offices not even able
to agree among themselves on a difficult issue.

I am going to be trying to advance a bipartisan tax reform effort.
I have already proposed a Fair Flat Tax proposal. I hope that on
your watch you will be a champion, consistent with your pledge to
be nonpolitical, to help us work for tax reform. It is time to drain
this swamp. I am impressed with your candidacy. I particularly ap-
preciate your pledge this morning to keep politics out of the Agen-
cy. We have seen that, regrettably, just in the last few weeks, the
effort to bring the Agency, in my view, into these political debates.
I am glad you want to take a different approach.

Mr. Chairman, thank you for this time this morning.
The CHAIRMAN. Senator Hatch, you are next.
Senator HATCH. Thank you, Mr. Chairman.
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Welcome to the committee. We are proud of you, and certainly
appreciative of your willingness to take on what really is a very
daunting task and assignment.

Now, in your position as vice chairman of the Financial Industry
Regulatory Authority, you have been responsible for strategy, serv-
ices, and operations. Now, can you outline for us how, in your view,
this is going to help you as you run the IRS?

Mr. SHULMAN. Well, it is a good question, and I have answered
it throughout. I think the Financial Industry Regulatory Author-
ity—most of my career it was actually called NASD and oversaw
the broker/dealer industry—has a lot of parallels to the IRS. It
runs large computer systems. It has to service both the industry as
well as individual investors. We conduct examinations. We write
rules, have an examination program, and have an enforcement pro-
gram. So, I am familiar with the intersection of policy and adminis-
tration.

I was also overseeing very similar difficulties. We have had to
wrestle with some of the international challenges that the Chair-
man referred to in his opening statement, with the globalization of
the financial services world: where did our jurisdiction end, how
did we ensure that American investors were protected? We had to
update and modernize computer systems. We had to bring some
new computer systems online as trading was becoming quicker and
quicker than ever before. We wrestled with all the very difficult
issues of workplace planning and employee planning, and put in
place leadership development programs.

As the financial industry was innovating, we had to bring people
into the Financial Industry Regulatory Authority who would under-
stand those innovations so we could keep speed with business. So
I think, clearly, the IRS would be a huge challenge for me if I am
confirmed. I will not sit here and tell you I will not make mistakes,
but I think that piece of my background really gave me an oppor-
tunity to run a large regulatory-type operation that had both en-
forcement and services.

Senator HATCH. And the computer systems you worked with ac-
tually handled billions and billions of items every year. It seems to
me that this is one of the things we really have to upgrade. We are
having enough of a rough time trying to upgrade our legal enforce-
ment systems in the country at the FBI and elsewhere with com-
puterized services.

But also, with any organization, the most valuable resource the
Service has, of course, is its people. We have a large IRS facility
out in Ogden, UT which has won awards for its effectiveness and
productivity. I have been very proud and have been out there to see
them. However, I hear complaints from some of my constituents
about low morale and poor management practices. What would you
say are the Service’s top human resources challenges, and how do
you intend to address them?

Mr. SHULMAN. I think that getting the entire employee base—
management and rank and file—motivated and focused is one of
the top priorities that any leader needs to have. I mean, in many
ways, if you can get the organization focused and the people moti-
vated, the organization runs pretty well. If you do not do that, or-
ganizations do not run well. Clearly, there is a lot of turnover, and
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the IRS, like other agencies, has a lot of people reaching retirement
age.

So, I think we are going to have to work on the underlying re-
cruitment and getting the pipeline filled, as well as grooming the
senior management, the next generation of senior management, to
take over as this group approaches retirement age.

I really think that I will spend a significant amount of time, if
confirmed, on this, first setting the right tone at the top, second,
making sure the senior management team is all aligned around
goals and there is clear buy-in around goals, and then making sure
those goals are pushed down and there is accountability throughout
the organization, and communicating both from a central place in
Washington and making sure that all the regional offices are all
marching to the same drumbeat, all have the same priorities and
are trying to deliver for the American people.

Senator HATCH. That is great. In my view, two of the most im-
portant changes made in the 1998 Restructuring Act were the es-
tablishing of the IRS Oversight Board and the enhancement of the
National Taxpayer Advocate. How do you assess the effectiveness
of these entities, and how do you think they can be improved? Do
you think the top management of the IRS is taking their rec-
ommendations seriously enough?

Mr. SHULMAN. I have not had a chance to work with either of
these bodies.

Senator HATCH. Sure.
Mr. SHULMAN. I have reached out and spoken with them. I be-

lieve that good ideas can come from lots of different places. They
do not have to come from the people who work at an agency. I also
believe in partnership and good dialogue with all constituencies. So
I view both the Oversight Board and the National Taxpayer Advo-
cates as assets to the IRS and would treat them as such.

Senator HATCH. Well, thank you.
Mr. Chairman, my time is up. Thank you.
The CHAIRMAN. Thank you very much.
Senator Schumer is next.
Senator SCHUMER. Thank you, Mr. Chairman.
I want to thank you, Mr. Shulman, for appearing here and for

your desire to do public service, which I think is a very fine and
noble undertaking. I have heard good things about you and expect
to support your nomination, but I have some questions.

My first is on the issue of RALs, the refund anticipation loans,
which you may know I have been quite active with. There is legis-
lation that I have sponsored with a few others to restrict these
loans. I hope it will be marked up by the Finance Committee this
year. I know the IRS has proposed some new rules in this area as
well that might take effect next year.

But the bottom line is, we know that millions of Americans are
looking forward to receiving the stimulus checks that are the lion’s
share of the package that our committee is marking up tomorrow.
The American people are getting a boost from us and need that
check. In fact, many families are so cash-strapped that I am wor-
ried they may not even wait for the IRS to send them a check, but
instead turn to a RAL or similar product.
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You have seen the ads. You sign a form with your tax preparer
when you file your taxes. You pay a fee and walk out with cash
against your coming refund check. But tax preparers often charge
interest rates that can run, on an annualized basis, into triple fig-
ures. It is usurious under many State laws but not under others,
and it is just disgraceful. That is all for the privilege of getting the
money a few days or a few weeks earlier. There is not very good
disclosure here. A lot of people do not know what they are getting
into. The IRS actually helps reduce their refunds by alerting loan
providers to any claims against refund loan applicants’ refunds.

So, I think many of these loans are a scam. They are targeted
at working-class Americans. It is an outrageous rate for a very
short-term loan, which is very low-risk to the lender—and an even
lower risk because the IRS helps the preparer flag who is going to
present a risk.

So I am worried that tax preparers or payday loan vendors will
try to use the RAL model to advance Americans’ the rebate we are
providing as a way of speeding up the process and getting a small-
er rebate check into the hands of families sooner.

For instance, for someone expecting a $1,600 check in May and
a RAL provider or a loan vendor promising to give them a $1,400
check in March, that is an 87-percent annualized interest rate.

So what I would like to get today from you is your assurance
that the IRS will do everything in its power to make sure this does
not happen. I would like to know what the IRS can and will do
under your leadership to ensure that this rebate is provided as
quickly as possible, knowing that delays do give lenders the oppor-
tunity to offer high-interest loans and steal this money out of the
pockets of American families.

What rules can the IRS put in place to ensure that unscrupulous
lenders or scam artists do not try to take advantage of the rebate
process? Does Congress need to include explicit prohibitions in the
legislative language of the stimulus package?

Mr. SHULMAN. That is a great, great question. Let me just give
you my general thought about RALs and then get to your question.
I mean, one is, I just think it is unfortunate that taxpayers have
to avail themselves of loans and that there are a lot of lower-
income families who are in a position where they cannot wait 10
days to get their refund and have to pay high interest rates. I think
that is an unfortunate situation. In my current job at the Financial
Industry Regulatory Authority we spend a lot of time on financial
literacy. I think a goal for the Nation is to have people manage
their money in a more prudent fashion.

What the IRS can do on RALs—there are a number of things.
One is to actually keep working on the computer system so there
is a shorter time between filing and rebates so they will not be as
necessary; educate people about their withholding so refund checks
are not as large in the regular tax filing season; and then there are
these proposals that are out for comment.

I must tell you, I had not thought about the issue of the refund
checks. I really do not know the levers that the IRS has on this
or whether we need to come back to you and say that it is needs
to be done legislatively. So, if you would let me get back to you on
that, I would appreciate it.
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Senator SCHUMER. But can I have your assurance you will do ev-
erything within the power of the IRS to limit these kinds of RALs
or payday loans when it comes to the rebate checks, if you are in
office at that time?

Mr. SHULMAN. Yes. If I am in office, if you would let me just
come back to you on this. It does not sound like that would be a
great situation. It is clearly not what the policymakers are intend-
ing. I do not know enough about——

Senator SCHUMER. No. I am not asking you to stop them. I would
like you to do that. But I am just asking you to do everything with-
in your existing power to try to limit these to be reasonable and
prudent. Do you have a problem with that?

Mr. SHULMAN. No.
Senator SCHUMER. Thank you.
Thank you, Mr. Chairman.
The CHAIRMAN. Thank you, Senator.
Senator Salazar?
Senator SALAZAR. Thank you very much, Chairman Baucus. I

have a statement that I will submit for the record, and I have some
questions for you, Mr. Shulman.

[The prepared statement of Senator Salazar appears in the ap-
pendix.]

Senator SALAZAR. Let me just say, first of all, congratulations to
you and to your family for this appointment. I very much enjoyed
the discussion that we had in my office yesterday. I have several
questions; we will see how far we get.

The first question has to do with land conservation easements.
In my State of Colorado, for the year 2003, there were a number
of conservation easements that were put into place to try to protect
some of our open spaces, our ranch lands, our wild places. And of
all the audits that the IRS is conducting from 2003 on conservation
easements—there are a total of 500; 375 of those audits are in Col-
orado. As I spoke to you about this issue yesterday, I very much
believe that we need to crack down on those who are abusing the
tax system, and if there are fraudulent transactions out there, we
need to make sure that we deal with them.

Second, we need to make sure that as we move forward with that
regulatory action, that we also are not having a chilling effect on
what is a really good program. For me, in Colorado, I have worked
on land conservation for most of my life. We do not want Colorado
to become quite another Florida or California, so we do not want
us to have a chilling effect on this major program which has now
been in effect for so long. Colorado and Virginia really lead the Na-
tion.

We need to figure out a resolution to the pending cases, but also
as importantly, moving forward with guidelines that will make
sure that those who are putting their lands in conservation pro-
grams have a sense of reliability with respect to the program.

So my question to you is, are you willing to help us deal with
that issue and get it addressed as expeditiously as possible within
the IRS?

Mr. SHULMAN. Yes. As we had a chance to talk yesterday, I think
these land conservation easements are a wonderful way to preserve
natural beauty and historic architecture. My goal would be to make
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sure that it is administered in a way that actually promotes that
land preservation, which means having clear guidance, education,
and standards for those who are making conservation easements,
as well as punishing those who are abusing it. So as we talked yes-
terday, you have my commitment to look into this matter quickly,
if I am confirmed.

Senator SALAZAR. Senator Allard and I have written to the IRS
several times on this subject, so we will place this as a very high-
priority item that we would like to have resolved as soon as pos-
sible.

Second, just the issue of timeliness. There is a charitable organi-
zation in Colorado that had applied for a determination by the IRS
on an exemption. Senator Allard—actually, Senator Grassley as
well—had a colloquy on this a couple years ago. We sent a couple
letters in to the IRS. It just does not seem to get determined, what-
ever the determination is. It seems that this charitable organiza-
tion has been hanging out for a long time.

So would you just very quickly describe what your approach
would be to dealing with these kinds of issues as they come before
you so that you have, hopefully, a timely response to them?

Mr. SHULMAN. Yes. I think it’s an important question for really
any regulatory agency, which is, how do you balance having enough
time to do a thorough job, with timeliness that allows the taxpayer
to get on with its work and allows the organization to free up re-
sources to get to the next issue?

So I have a bias towards—we serve the American people. We
need to make sure we thoroughly investigate any issue where we
think there is potential wrongdoing or that there is an issue and
get to the bottom of things, but we should also try to do it as expe-
ditiously as possible so that there is some certainty in people’s lives
so they can keep moving forward. So, I am obviously not familiar
with this specifically—but I would focus on, in these kinds of pro-
grams, trying to get that balance right.

Senator SALAZAR. Thank you, Mr. Shulman.
One final question. Senator Grassley has made a major issue of

charitable religious tax issues. In my view, one of the reasons that
abuses that may occur within the religious context are not dealt
with effectively, and frankly address part of the tax gap that Sen-
ator Baucus was addressing, is that there is a fear sometimes of
the power of these organizations. I applaud Senator Grassley for
his leadership in terms of wanting to make sure that the tax code
is being applied fairly to those organizations.

What is your general view?
Mr. SHULMAN. My view, first off, is that this committee has done

excellent work in the nonprofit sector and shining a light on this.
I think, akin to my other approach, there needs to be clear edu-
cation, guidance, and lots of communication so people understand
where the boundaries are, and there needs to be some enforcement
presence where people think they are breaking the boundaries.

I think this gets into sensitive issues. I think in this area, as well
as all others, but especially this area, the IRS has to be seen as
fair, consistent, and impartial. So I think it is appropriate to have
a presence there, but as you said, it needs to be a very consistent,
fair approach and has to have no politics involved.
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Senator SALAZAR. And is this something you are willing to work
on with Senator Grassley, and perhaps other members of the com-
mittee who are interested in this issue?

Mr. SHULMAN. Yes.
Senator SALAZAR. Thank you very much, Mr. Shulman.
The CHAIRMAN. Thank you, Senator.
Before recognizing the next Senator in line, Senator Sununu, I

may note that Senator Sununu is the 12th Senator from New
Hampshire to sit on the Finance Committee. His predecessors have
included Chairman Charles Atherton and Chairman Daniel Web-
ster. Although Webster really was from New Hampshire, he offi-
cially represented Massachusetts at the time.

Senator Sununu is the first New Hampshire Senator on the com-
mittee in nearly half a century, since Senator Norris Cotton in
1960. As I said, New Hampshire has had more Senators on the Fi-
nance Committee than any other State but three. Only New York,
Pennsylvania and Kentucky have had more members.

So, Senator Sununu, we look forward to your contribution and to
your questions.

Senator GRASSLEY. And live up to the expectations. [Laughter.]
Senator SUNUNU. Thank you very much, Mr. Chairman and Mr.

Ranking Member. Montana and Iowa may not be on that list, but
that just goes to show, it is quality, not quantity that really counts
in the Senate.

Mr. Shulman, there is a saying of which I am very fond that
goes: be careful what you wish for, you just might get it. I think,
to a certain extent that may apply here given your service for the
Bipartisan Commission back in 1996 and 1997. I think we called
that Kerry-Portman. Were those the two that were involved? Sen-
ator Kerry and Congressman Portman.

That led to, as I recall, being in the House at the time, fairly sig-
nificant legislation that worked its way through both chambers and
was signed into law. I imagine, from your biography, you were fair-
ly involved in the construction of the legislation.

Is it your sense, your recollection, that most of the principal rec-
ommendations of the committee ultimately were contained in the
legislation that made it to the President’s desk?

Mr. SHULMAN. A lot of them were, yes.
Senator SUNUNU. What in your recollection, your personal opin-

ion, were the most significant changes or departures, if any, from
the recommendations?

Mr. SHULMAN. Departures from the recommendations?
Senator SUNUNU. Yes.
Mr. SHULMAN. You know, I have told some of the people I have

had the opportunity to talk to in the Service, it was a long time
ago that I was involved in this and I do not pretend, going in, to
have all the answers at the IRS, or even to know the organization
intimately. I have a lot of familiarity with it from that time. I think
maybe I can answer it on the positive side. One of the reasons I
think I am sitting here is that I have made my career in manage-
ment and leadership, not necessarily in tax. That is one of the rec-
ommendations, is that a professional manager be appointed to the
Commission. I think that——
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Senator SUNUNU. Were you looking 10 years into the future
when you said that? [Laughter.]

Mr. SHULMAN. Absolutely not. I thought that was where you
were going.

Senator SUNUNU. It would be great to have someone who is psy-
chic, so I just thought I would ask.

Mr. SHULMAN. The Commission basically set out a framework
that said there needs to be high-quality service, as well as tough
enforcement at the IRS. It waded into tax simplification, because
I think anyone trying to say, how do you get the tax administration
to work better, simplification just becomes something that is quite
clear.

I think the last two commissioners since then, and having the 5-
year term for the Commissioner so that there is continuity of man-
agement and follow-through, were important parts of that rec-
ommendation. If I am confirmed, I will go in and, as you said, I
will learn what we recommended that worked and what did not
work. I will have to live with a little bit of my own cooking.

Senator SUNUNU. Are there any other specific recommendations
or components of the legislation that you think, again, from your
perspective in the private sector, have had a positive impact or a
particularly positive impact? Do you have certain opinions about
which of the recommendations were the most important changes in
the way they do business?

Mr. SHULMAN. I have a hard time answering that. Maybe if we
got an opportunity, once I was in there—I mean, I was a staff
member. These were the recommendations of a broad commission.
I think this whole notion of focusing on taxpayer rights, focusing
on service, focusing on appropriate enforcement, all of those pieces
really drove through and were implemented at the IRS.

A lot of those had been implemented before, so I cannot really
speak to it. But I think a lot of the same issues are on the table,
as the Chairman said in his opening statement. Modernizing the
computers, getting good service, focusing enforcement resources,
are all things that are going to continue to be important to the IRS.

Senator SUNUNU. Have you had the opportunity to speak with
any of your predecessors about the position and the challenges?

Mr. SHULMAN. I have.
Senator SUNUNU. What did they highlight as the things that you

need to be most cognizant of, or perhaps be most prepared to deal
with, entering the role?

Mr. SHULMAN. My predecessors were relatively consistent in tell-
ing me that it is an incredibly talented and dedicated workforce
who really are looking for leadership, from not just the Commis-
sioner, but the entire senior team. They emphasized the non-
political nature, not being viewed as partisan, and really making
decisions based on your own best abilities in implementing the tax
code as fairly as possible. They all focused on getting the computer
modernization moved forward.

They focused on the importance of some of the work that really
was done in the last 5 years around tax shelters and enforcement
as important to have a close dialogue/partnership, and, when need-
ed, push the practitioner community to make sure that they are
doing the right thing by taxpayers and the government.
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Senator SUNUNU. Thank you very much.
Thank you, Mr. Chairman.
The CHAIRMAN. Thank you, Senator.
Senator Smith?
Senator SMITH. Thank you, Mr. Chairman.
Mr. Shulman, good to see you again. Thank you for being here.

Many of us have mentioned the issue of computers and the need
to modernize that. Since we met in my office, I wonder if you have
had any further thoughts about that, if you were putting in the
budget request with OMB to make sure you have the resources to
actually modernize them.

Mr. SHULMAN. Yes. I am not privy to any budget discussions,
being a private citizen right now and not employed by the govern-
ment and part of the administration. So that, I have not had a
chance to look at. I think my thoughts are similar to what we
talked about. The computer systems need focus. We need to make
sure there is clarity around the goal, and, if I understand the goal,
it is getting real-time information into the hands of the people at
the IRS so they can service taxpayers well and focus their enforce-
ment resources. We need to make sure that there is the right scope
of projects, the right funding, as you said, for the projects, and that
there are the right people in place and they are governed properly.

A lot of it is—big technology operations are difficult. Technology
is evolving at a very rapid pace. I have seen a lot of major financial
services organizations struggle with upgrading their technology in
the private sector. It looks like the IRS has actually matured its
processes quite a bit since I was last there, but it is going to need
a lot of focus and attention.

Senator SMITH. I have noticed in a number of the presidential
campaigns that the IRS continues to be the bogeyman, and some
even want to abolish it. I suppose there is some inevitability that
the IRS is not one of the most loved agencies of the Federal Gov-
ernment. But I wonder if you think the IRS has a PR problem, and
are there things that can be done that you will do to address it?

Mr. SHULMAN. Well, I have thought about this some. I mean,
clearly the IRS is one of the most recognized brands in America.
I think it clearly has a job to do that not everybody likes. I think
the real focus, and I would not think of it as PR for the IRS, but
the important thing, I think, is that the IRS be seen as competent,
it be seen as fair, it be seen as impartial. So my belief is, there is
no major marketing that needs to be done. It is really continuing
to engage the entire workforce so that their interactions with the
American people are viewed as such.

Senator SMITH. Do you think it is viewed as fair and competent
or is there room for improvement on that score?

Mr. SHULMAN. My philosophy in life is, I would like to always be
better tomorrow than I am today. There is always room for im-
provement in any operation. That is how I approach my work and
that is how I expect my colleagues to approach their work. So, I
am sure there is room for improvement at the IRS.

Senator SMITH. I am interested in any thoughts you might have
upon the issue of the aging of our population and the concern, as
someone in the securities industry as you have been, with the re-
tirement savings rates of Americans, and I wonder if you have any
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thoughts on what we might be able to do to help spur it below the
negative that it is now to a positive.

Senator Bingaman and I have proposed automatic payroll depos-
its in IRAs, those kinds of things. Automatic enrollment has been
shown to help, and potentially reverse, this trend. Do you have any
other ideas that we ought to be pursuing to help improve America’s
savings rate?

Mr. SHULMAN. You asked about retirement. We have spent a lot
of time focused on really the baby boomer generation retiring and
needing to take care of its retirement. There is a lot of work we
have done at the Financial Industry Regulatory Authority. Clearly
there are a lot of provisions of the tax code designed to encourage
retirement savings. I would have to think more about this and
probably defer to tax policymakers. But it is an interesting issue
that I would love to be engaged with you on, if I am confirmed.

Senator SMITH. All right.
Thank you, Mr. Chairman.
The CHAIRMAN. Thank you, Senator.
Mr. Shulman, I intend to hold, as I mentioned in my statement

earlier, some fairly lengthy hearings on tax reform. I would like to
have your commitment that you will clearly work with us by devis-
ing some new changes that you think would make the code simpler
and easier to understand and work with, and then work with us
to help implement them.

Mr. SHULMAN. Yes.
The CHAIRMAN. That means working with your staff, and not just

some off-the-top commitment, but to definite effort where our
staffs, committee staffs, and your staff are working step-by-step to
make some changes here.

Mr. SHULMAN. Yes, you have my commitment. I mean, as we
have had a chance to talk, I think the intersection between policy-
making and policy administration is incredibly important. So I
think it is very important to have a very close relationship and a
deep dialogue between the IRS and the tax policymakers.

The CHAIRMAN. Last year, a prisoner told this committee how
easy it is to steal identities and file false tax returns. It was stun-
ning, frankly, how easy it is. Commissioner Everson testified that
identity theft cases under $40,000 would not be prosecuted due to
lack of resources. I would like your views on prosecution of identity
theft cases.

Mr. SHULMAN. I think identity theft, data security, and computer
security are major issues for every government and private organi-
zation that is handling sensitive data right now. I am aware of that
hearing. I think getting the right balance between making service
quick and easy through the computers, but also making sure there
is security in those computers is always a difficult issue for com-
mercial financial services firms and for the government.

I think identity theft is a horrendous crime that should be pros-
ecuted. I am not aware of how IRS now triages its cases and does
resource allocations, so I do not know exactly where they are in the
queue. But as a matter of principle, I think identity theft should
not be tolerated.

The CHAIRMAN. Well, this is clearly a very, very high priority.
Obviously you cannot answer it very precisely right now, but you
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know it is such a high priority. It is certainly a high priority of this
committee.

Next, a couple of questions about globalization. I am just con-
cerned, with all the complexity, that the IRS just frankly is getting
behind the curve. It is not getting ahead of the curve, what is going
on in the world. I am not talking so much now about the tax gap,
although that is a large part of it, that is, taxes legally owed but
not collected. In addition to taxes legally owed but not collected, it
is misusing and abusing loopholes and other provisions of the law
which on the surface are legal, but clearly are being used in a very
abusive way.

I must say, and Senator Grassley and I went down to IRS and
talked to the Commissioner and talked to people down there, I just
came away with the impression that we just are not ahead of the
curve with all the new complexities that are being developed world-
wide. Your thoughts. Can you just comment on that a little bit,
please, and what you think is going on? In your current job—your
current/previous—you have some insight into all of this. Your
thoughts on how we could get the Commission ahead of the curve.

Mr. SHULMAN. Yes. Absolutely. I think it is an issue of huge im-
port right now. Between technology, communication, the workforce,
it has all allowed businesses to become global operations. Clearly,
the IRS needs to keep pace, as does every regulatory agency.

At the Financial Industry Regulatory Authority, it is actually
quite interesting. When I showed up 7 years ago and first started
a little over 7 years ago, trading desks in the U.S. would have re-
sponsibility to trade just equities, so they would trade New York
Stock Exchange stock only on a specific desk; that is what they
were responsible for. Over the next couple of years they started
trading stocks and bonds and eventually started trading derivative
products, and they were putting together much more complex
trades.

Recently, desks have been trading all of those and then moving
the book around the world. So one day you are trading with the
firm’s money for a set of customers in New York. When you are
done trading in New York, it may move to London. In London, the
same firm, the same problem they are trying to solve, the same
trades they are trying to get off, they are happening at the London
desk, and then the Tokyo desk, and the book can just move around
the world. What ends up happening is, we have authority for U.S.
broker/dealers, but we need to think about how we are protecting
the customers where the trading is occurring on behalf of those
customers in another jurisdiction.

What I will tell you is, these are not easy answers. They involve
sovereignty of regulators. For us, we are not a government organi-
zation. We are under the auspices of the SEC, the Financial Indus-
try Regulatory Authority is. Treaties are incredibly important to
have the proper information sharing and, when necessary, actually
having joint efforts going on. So I think, actually, for my term as
Commissioner, if I am confirmed, these global issues around tax
administration are going to be some of the most important, com-
plicated ones that we are going to have to focus on getting a handle
on.

The CHAIRMAN. Senator Grassley?
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Senator GRASSLEY. My first, is a comment. The nexus for it is
based upon Senator Salazar’s question about nonprofits. Then a re-
minder that when you and I talked in my office, one of the prob-
lems we have—not with IRS any more than any other government
agency—but they do not answer our letters all the time. Well, I
guess Senator Salazar made that clear.

But anyway, on this nonprofit stuff, a recent hearing in the
House about abuse of money that people contribute to veterans or-
ganizations is one example, a tremendous waste of money in the
money-raising process, I guess it is, and things of that nature. We
cannot take for granted the review of these organizations and polic-
ing them and all that sort of thing. The only thing I am asking you
is, I do not know how long ago, but we have some letters down
there at IRS that have not been answered yet on this subject, and
I wish you would dig those out and respond to those.

Then the second point I want to make is about IRS hiring vet-
erans. But before I ask my question, I think it is safe to say that
the President made clear last night, maybe more on health than on
a general approach to veterans, that we need to do all we can for
our veterans. So, it is about the IRS hiring veterans. The Nation
is seeing a significant number of veterans, many of whom are dis-
abled, returning from Iraq and Afghanistan. These are extraor-
dinary young men and women, and our country is honored by their
service. There is no question that these men and women are ex-
tremely capable. I think it is important for the Federal Govern-
ment to do all that it can to hire these returning veterans.

It is clear that the IRS offers many opportunities to service men
and women, particularly the disabled. These veterans will bring to
the IRS a good deal of much-needed youth, a fresh outlook and ex-
perience, and most importantly, a can-do attitude that is much
needed. The IRS would greatly benefit from these veterans joining
the ranks.

So I wanted to ask you, when you are hiring new employees, I
would like to raise with you the goal of hiring 1,000 Iraq and Af-
ghanistan veterans this fiscal year, with a particular emphasis on
those who are disabled.

So please provide me information on how you would seek to im-
plement this goal, including outreach, job classification, reclassi-
fications, notification, working with veterans’ organizations, work-
ing with the Department of Veterans Affairs and the Department
of Defense. In addition, if there are any legislative changes that
would assist this effort, please identify them. However, I am con-
fident that the IRS has significant authority at hand to accomplish
this goal.

So for me it is not a question of when, it is a question of why
not hire these people, and have a real aggressive effort on the part
of the IRS to do it.

Mr. SHULMAN. Yes. Senator Grassley, I think you bring up an
important point. Let me assure you, I share your goal, and I share
the sentiment of the importance of making sure that veterans and
American service men and service women are treated well when
they come back to America after fighting on our behalf and are
given all the opportunities that we can afford them.
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I must tell you, I am really not familiar with what the IRS hiring
process is and their ability, et cetera, but you have my commitment
to work with the administration and all the agencies you said to
try to work towards a goal such as that.

Senator GRASSLEY. Yes.
My last question is, though you are not considered by some to be

a tax person in a technical sense, how will you establish your man-
agerial authority such that it is recognized and respected through-
out the IRS? How can you assure this committee that you will take
a hands-on approach with the Office of Chief Counsel?

Mr. SHULMAN. Yes. It is a good question. It is clear to me that,
if I am confirmed, I will be accountable for administering the Na-
tion’s tax laws. When I am accountable for something, I view that
I need to have the authority to meet that accountability. My gen-
eral approach to working with all my colleagues, including the
Chief Counsel, is that person will be my chief legal advisor. They
will be responsible for giving me the best advice and counsel pos-
sible.

I will work towards having a transparent, open dialogue and re-
lationship with them, and I will expect them to bring exactly what
information I need, as I will expect of everyone I work with, and
I will do the same for my colleagues. At the end of the day, because
I will view myself as accountable for tax administration in the
country, I will make sure I am deeply involved in whatever issues
I feel I need to be involved in.

Senator GRASSLEY. Thank you.
The CHAIRMAN. Thank you, Senator.
Thank you, Mr. Shulman. I listed several very key sort of points

that you are going to have to address as Commissioner, and other
Senators have asked lots of questions along the same lines, and
added other issues as well. I want to say this. You know, I have
been here a few years. Some of these problems have just been fes-
tering. They are just developing. They are not being solved. Person-
ally, I am getting a little frustrated.

I am here, just as long as I am on this committee, either Chair-
man or Ranking Member or whatnot, I am going to do all I possibly
can to help you keep your eye on the ball in solving those problems.
Very often this body, this Congress, is guilty of what some of us
charge the Service and other government agencies of being guilty
of, namely, inadequate follow-up, inadequate follow-through. Very
often in this town people raise an issue and there are headlines,
then people tend to forget about it. Some intentionally want to for-
get about it, others just have other business and forget about it.

But we are not going to forget about it. I am not going to forget
about it. Every time you come before this committee, I am going
to be going down that list of issues again. I expect you to come up
with answers that are not platitudinous, not generalizations, but
actual demonstrations of progress.

To me, that means baselines, quantifications. You have to quan-
tify each of these problems so that you know whether you are mak-
ing progress or not, so you can demonstrate to this committee
whether you are making progress or not.

I will be very upset if I just hear generalizations, ‘‘We are mak-
ing progress, we are working on that.’’ I have had enough of that.
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The American people have had enough of that. These problems
that you are facing are tremendous. Let us start with the computer
problems, for example. That is just one out of many.

I wish you good luck. I wish you well. Thank you for the service
you are providing. But we have a job ahead of us, and I am going
to do my part to help make sure that, together, we resolve it. But
you are the person on the line there, so you know what the solu-
tions are more than do I. It is more my responsibility to make sure
that you solve the problems and that you have the resources nec-
essary to solve all these problems.

So I wish you luck.
Mr. SHULMAN. Thank you very much.
The CHAIRMAN. Thank you very much.
The hearing is adjourned.
[Whereupon, at 11:21 a.m., the hearing was concluded.]
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