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(1) 

NOMINATIONS OF MARY JOHN MILLER, 
TO BE UNDER SECRETARY FOR DOMESTIC 

FINANCE, DEPARTMENT OF THE TREASURY; 
ALASTAIR M. FITZPAYNE, TO BE ASSISTANT 

SECRETARY FOR LEGISLATIVE AFFAIRS, 
DEPARTMENT OF THE TREASURY; 

KATHLEEN KERRIGAN, TO BE A JUDGE OF 
THE UNITED STATES TAX COURT; AND 

HENRY J. AARON, TO BE A MEMBER OF THE 
SOCIAL SECURITY ADVISORY BOARD 

THURSDAY, NOVEMBER 17, 2011 

U.S. SENATE, 
COMMITTEE ON FINANCE, 

Washington, DC. 
The hearing was convened, pursuant to notice, at 10:16 a.m., in 

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

Present: Senators Kerry, Cardin, Hatch, Grassley, Coburn, and 
Thune. 

Also present: Democratic Staff: Alan Cohen, Senior Budget Ana-
lyst; John Angell, Senior Advisor; Gabriel Adler, Senior Inter-
national Trade and Economic Advisor; David Schwartz, Chief 
Health Counsel; Tom Reeder, Senior Benefits Counsel; Tiffany 
Smith, Tax Counsel; Rory Murphy, International Trade Analyst; 
Tom Klouda, Professional Staff Member, Social Security; Deidra 
Henry-Spires, Professional Staff; Stephen McGraw, Detailee, 
Health; Joe Scovitch, Detailee, Miscellaneous; and Claire Green, 
Detailee, Social Security. Republican Staff: Chris Campbell, Staff 
Director; Jeff Wrase, Chief Economist; and Nick Wyatt, Tax and 
Nomination Professional Staff Member. 

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

The CHAIRMAN. The hearing will come to order. 
‘‘The ultimate measure of a man,’’ and by extrapolation woman, 

according to Martin Luther King, Jr., ‘‘is not where he stands in 
moments of comfort, but where he stands in times of challenge and 
controversy.’’ 

As we consider the men and women before us today, our country 
is facing serious challenges. America’s economic recovery is still 
fragile, unemployment is stubbornly high at 9 percent, and the 
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debt is burdensome. But our history proves that when we meet 
challenges head on we are usually able to rise above them and suc-
ceed. It is in this spirit of optimism that I welcome four dedicated 
public servants to the Finance Committee today. All of you have 
been nominated to positions of great responsibility. You are certain 
to face hurdles, but I am confident you will rise to the challenge. 

Ms. Miller, the President has nominated you to be Under Sec-
retary of the Treasury for Domestic Finance. In this role, you will 
help oversee our domestic financial system and fiscal policy. You 
are no stranger to this committee. In February 2010, you were con-
firmed as Assistant Secretary for Financial Markets. Your fine per-
formance in that position led the President to nominate you to take 
on even more responsibility. 

In your new position, you will help stoke job creation by our 
country’s entrepreneurs. To do so, you must ensure that financial 
markets are able to gauge risk appropriately so that the resources 
flow to the most promising and productive areas of our economy. 
I know you appreciate the magnitude of your mission, and you will 
face it with great determination. 

Mr. Fitzpayne, the President nominated you to be Assistant Sec-
retary of Treasury for Legislative Affairs. In this role, you will 
serve as the bridge between Congress and the Treasury Depart-
ment. You must ensure that Treasury maintains a high level of 
transparency with Congress, and by extension with the American 
people. In these challenging economic times this will not be an easy 
task. I underline the importance of transparency: we do not like to 
be surprised. 

Mr. Fitzpayne, you spent nearly a decade working on the Hill, 
so you know what I just said is true. You therefore know how Con-
gress works. You understand the timely and appropriate informa-
tion flow that Congress needs from the executive branch, so I wish 
you every success. 

Ms. Kerrigan, the President has nominated you to be a judge on 
the U.S. Tax Court. You are a familiar face to this committee, as 
you have served with distinction as tax counsel to Senator Kerry. 
As a congressional staffer, you were highly regarded by your col-
leagues on both sides of the aisle. 

The Tax Court plays an essential role in ensuring that our tax 
laws are administered fairly. The integrity of our tax system hinges 
on the ability of Americans to have their day in court when they 
have a legitimate tax problem, and to have the tax law applied im-
partially. I know that you will do so carefully and faithfully. 

Dr. Aaron, the President has nominated you to be a member of 
the Social Security Advisory Board. In this climate of fiscal tight-
ening, one of the most important issues facing our country is how 
to preserve, strengthen, and protect Social Security. I know that 
you have written extensively on this very issue and have a lengthy 
and distinguished academic background. You have also served on 
a number of other advisory bodies, and you have a reputation for 
providing thoughtful and candid advice. I urge you to provide noth-
ing else than that to the Social Security Advisory Board. 

For all of you, there will be difficult moments ahead. The posi-
tions for which you have been nominated are not easy, and these 
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are challenging times for our country. But during times like these, 
we have the greatest opportunity to determine the future. 

So I urge all four of you to be mindful of Dr. King’s words, and 
with determination and courage you will rise to the occasion and 
help our country do great things. We in Congress should also be 
courageous and rise to the challenge too—not just you, but we— 
and I am sure that we will. 

[The prepared statement of Chairman Baucus appears in the ap-
pendix.] 

The CHAIRMAN. Senator Hatch? 

OPENING STATEMENT OF HON. ORRIN G. HATCH, 
A U.S. SENATOR FROM UTAH 

Senator HATCH. Thank you, Mr. Chairman. 
My thanks also to the four nominees who are appearing before 

us today. 
Our first witness is Mary Miller, nominated to be Under Sec-

retary for Domestic Finance at the Treasury Department. This po-
sition is especially important, given the need to protect and pre-
serve the depth and liquidity of the global market for U.S. Treas-
ury securities in the face of unsustainable deficits and debt over 
the past 3 years that have helped lead to the recent downgrade of 
our sovereign credit rating. 

It is essential that the Treasury Department have solid debt 
managers with intricate knowledge of international debt and inter-
national debt markets. Ms. Miller is currently the Assistant Sec-
retary of the Treasury for Financial Markets and has a background 
working in markets for fixed income securities at the T. Rowe Price 
Group. Additionally, Ms. Miller’s responsibilities, if confirmed, will 
include the Office of Financial Stability, which manages the Trou-
bled Asset Relief Program, or TARP. 

Earlier this week it was reported that the Treasury Department 
increased its estimated losses attributable to the auto industry 
bail-out by more than $9 billion. Although TARP is not able to 
make new commitments, there are still many billions of taxpayer 
dollars still outstanding. 

Our second witness, Mr. Alastair Fitzpayne, also is a current 
Treasury Department employee and is under consideration for the 
position of Deputy Under Secretary for Legislative Affairs at Treas-
ury. If confirmed, he will serve as the principal point of contact for, 
and coordinator of, Treasury’s interaction with Congress. Now, I 
hope to learn how Mr. Fitzpayne envisions enhancing Treasury’s 
interaction with Congress. 

I have been unsatisfied with the speed of responses to some of 
my letters and the level of communication with the Treasury De-
partment, so I look forward to working on enhancing that relation-
ship. 

Our third witness, Ms. Kathleen Kerrigan, has been nominated 
to be a judge of the U.S. Tax Court in order to administer our tax 
laws fairly and impartially. Ms. Kerrigan has worked for both Con-
gressman Neal and Senator Kerry on tax issues, and is well-known 
and very well thought of by both sides of the committee and by me. 
The integrity and intelligence she brings to our work have made 
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her a resource to the whole committee, and the tax code is better 
than it otherwise would have been as a result. 

I understand from my staff that a provision that Ms. Kerrigan 
worked on for Congressman Neal was a clarification of the employ-
ment tax status of certain fishermen that was enacted as part of 
the Small Business Job Protection Act of 1996. Kathy, we are going 
to miss having you here. So I hope taxpayers who will appear be-
fore you in your new role will appreciate how fortunate they are, 
and will be. 

Our fourth witness, Dr. Henry Aaron, currently at the Brookings 
Institution, has been nominated to be a member of the Social Secu-
rity Advisory Board and, I understand also, to be designated by the 
President, if confirmed, to serve as the Board’s Chairman. 

Social Security’s Disability Insurance program faces trust fund 
exhaustion by as early as 2016, and Social Security as a whole 
faces significant financial challenges. Consequently, it will be im-
portant that we in Congress receive balanced and bipartisan input 
into the administration of Social Security programs and possible re-
forms from the Advisory Board. 

Now, Mr. Chairman, I want to thank you again for holding this 
hearing. I look forward to hearing from the nominees on today’s 
panel and appreciate the way you are running the committee. 

The CHAIRMAN. Thank you, Senator, very much. 
[The prepared statement of Senator Hatch appears in the appen-

dix.] 
The CHAIRMAN. I think we have Senators here who would like to 

introduce panelists. Senator Kerry, do you want to introduce your 
constituent? 

Senator KERRY. Mr. Chairman, thank you very, very much. I will 
not take long. 

OPENING STATEMENT OF HON. JOHN F. KERRY, 
A U.S. SENATOR FROM MASSACHUSETTS 

Senator KERRY. Mr. Chairman, you and the ranking member 
could not have been more generous in your comments. I just ask 
unanimous consent that my comments be placed in the record in 
full. 

[The prepared statement of Senator Kerry appears in the appen-
dix.] 

Senator KERRY. I will just say very quickly that—Senator Hatch 
just said it—her expertise is very, very well-known to the com-
mittee. She has been a remarkable resource for all of us. She 
worked for me for a while as the Counsel, Tax Counsel to the Small 
Business Committee, when I was chairman of that, and most re-
cently obviously working on the Deficit Reduction Committee. She 
has been our go-to person on my staff with respect to that and is 
still deeply immersed in that today as the hours tick off. 

But I would just say that, in the 14 years that she has worked 
on these issues, she has proven herself to majority and minority 
alike, Republicans and Democrats, to be somebody who does not 
bring any politics to the table, but brings a really high level of in-
tegrity, as Senator Hatch said, and a high level of intelligence and 
creativity, which is what you need to find your way through some 
of these issues. 
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I congratulate all of the nominees. If I knew them all personally 
as well I know Kathy, I would love to comment on each of you. I 
know that Mr. Fitzpayne was raised partially in Massachusetts, 
and so we hope the best parts of that, obviously, come out here. 
[Laughter.] 

But Kathy has public service in her DNA: her father was Mayor 
of the city of Springfield. She worked for a brief period of time at 
a private law firm, Baker and Hostetler, but mostly her heart and 
head are in public service. And while she could easily leave this 
committee, as sometimes people do, and find a very lucrative posi-
tion, she wants to dedicate herself further to public service. 

So I am very proud that the President has chosen to nominate 
her to be a judge on the Tax Court. She will bring fairness and 
toughness. She is a tough negotiator, as everybody here has 
learned. But she knows her facts, and she does ultimately what is 
in the best interests of the broader public interest of the country 
and the people she is trying to serve. 

So, Mr. Chairman, I am delighted that she is a nominee whose 
moment has come. It is very bittersweet for me because there is a 
huge part of me that does not want to see her go and lose that ex-
pertise, but the one solace is, she will be serving the country and 
our broader interests, and we will know that the laws we pass here 
will be well-interpreted. So, I welcome her to this new mission and 
thank her for extraordinary service to all of us. Thank you. 

The CHAIRMAN. Thank you, Senator, very much. 
Senator Cardin, I believe you have witnesses whom you would 

like to introduce. 

OPENING STATEMENT OF HON. BENJAMIN L. CARDIN, 
A U.S. SENATOR FROM MARYLAND 

Senator CARDIN. Well, thank you, Mr. Chairman. I have two 
nominees who are from Maryland, and it gives me great pleasure 
to introduce both. 

But I just want to follow up on Senator Kerry quickly and hope 
we can move this hearing promptly so that Kathy can get back to 
work on that Joint Committee and get things moving. [Laughter.] 

So I will not take too much time, but I do want to point out 
that—— 

The CHAIRMAN. There is a part of me that wants to stay here a 
long time. [Laughter.] 

Senator CARDIN. I understand. I mentioned that to Senator 
Kerry, whether this was a safe haven or not in this committee 
room. He assured me it is not, that they can find you. 

But let me first thank all four of the nominees for being willing 
to serve in this public capacity, continue to serve in public capacity. 
I want to thank all the family members who are here, because this 
is a family effort, and we know that. We very much appreciate your 
willingness to share your loved one with us and with the American 
people. 

Kathy, I got to know you when you were staffing Richard Neal 
when I was in the Ways and Means Committee. I am going to be 
interested to watch your decisions in the Tax Court and how they 
compare to the complaints that you were making when you were 
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staffing on these issues, some of the decisions that came out of the 
Tax Court. But I wish you well. 

And to Henry Aaron, I have known him for over 2 decades. He 
has been a friend, advisor, and he is a person whom I think gives 
candid advice in regards to Social Security. So I want you to know, 
the two nominees who are not from Maryland, I know you wish you 
were from Maryland. Quite frankly, Senator Kerry, Al is from 
Maryland, not from Massachusetts, but we have all spent part of 
our time in Massachusetts. 

Let me, if I might, first comment about Mary Miller, who has 
been nominated to be the Under Secretary of the Treasury at the 
U.S. Department of Treasury. Mary Miller spent most of her pro-
fessional life working in the bond market. She has 26 years of ex-
perience working at T. Rowe Price, rising from a researcher to a 
trader and a portfolio manager, and finally as the director of the 
Global Fixed Income investment. 

For the past 2 years, Ms. Miller has served as the Assistant Sec-
retary for Financial Markets at Treasury. To leave the private sec-
tor and to take on the responsibility of overseeing our financial 
markets and national debt, especially as the country faces signifi-
cant challenges in both areas, is very, very impressive, and we 
thank her for that. 

But, Mr. Chairman, I think the greatest compliment that I can 
pay Ms. Miller is that the person who proceeded me in the U.S. 
Senate, Senator Paul Sarbanes, thinks the world of Ms. Miller and 
thinks that she is one of the most talented people whom he has 
ever worked with. He wanted me to mention to the committee his 
strong support of Mary Miller for this position. 

Ms. Miller, if confirmed, will be at Treasury to oversee our fiscal 
policies and ensure that the United States remains one of the 
strongest economies in the world. I think that will give all of us 
comfort. 

My other constituent, Mr. Alastair Fitzpayne, is probably not 
used to sitting on that side of the witness table, having spent 8 
years as a congressional staffer, most of that time in the Senate for 
Senator Evan Bayh. In addition to working for the Senate, Mr. 
Fitzpayne has devoted his career to public service, working as an 
intern at OMB, a policy advisor for then-Congressman Rahm 
Emanuel, and since 2009 as the Deputy Chief of Staff at the Treas-
ury Department. 

I just really want to underscore what the chairman said. The re-
lationship between Congress and Treasury is a difficult challenge, 
but it gives us comfort to know that someone who understands 
those issues, coming from the congressional side, will fill that posi-
tion. Al, your background and your work here give us great con-
fidence that you will do that with great distinction. 

So, Mr. Chairman, I welcome again all four of our nominees and 
thank them for their willingness to serve. I am proud of the two 
who come from Maryland, but I am proud of all four of the wit-
nesses today. 

The CHAIRMAN. Thank you, Senator. 
Our final nominee is Dr. Aaron. You were all introduced, right? 

Good. Great. All right. 
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Let us hear first from you, Ms. Miller. You know our customary 
procedure here. Your statement will be included in the record, and 
I would ask you to summarize. 

But before we begin, I think it would be a good idea if we are 
introduced to your family, friends, relatives, associates, whomever. 
So why don’t you begin, Ms. Miller? If you have any family here 
you would like to introduce, we would be very honored. 

Ms. MILLER. Thank you very much, Chairman Baucus. I would 
like to recognize three members of my family who are here today: 
my father, James John, who, among his many accomplishments, 
taught history for 37 years at Cornell University; my husband of 
31 years, James Miller; and my brother, James John, one of my 
five siblings. 

I would also like to recognize my two sons, Thomas and James, 
who are away at graduate school in college and could not be here 
today. Thank you. 

The CHAIRMAN. Well, could you who are here please stand and 
be recognized, your father and others? That is wonderful. Ms. Mil-
ler, you just confirmed one of my theories, which is, you show me 
an achiever, and I will show you that there is a person in that 
achiever’s family who is a teacher. [Laughter.] 

Mr. Fitzpayne, any relatives? 
Mr. FITZPAYNE. Thank you, Senator. I am happy to introduce the 

two members of my family who are here today. I am joined by my 
wife of over 10 years, Jill Morningstar, who, like me, had the privi-
lege of working in the U.S. Senate. She worked for Senator Well-
stone as his legislative assistant up until his tragic death in 2002. 
I am also joined by my mother, Elizabeth Fitzpayne. She is now 
retired but also had a stint in public service. She worked for the 
Bureau of the Budget, which is now the Office of Management and 
Budget, and they are right behind me. 

The CHAIRMAN. Great. Would you all please stand so we can rec-
ognize you? That is great. Thank you very much for being part of 
the team here. 

Ms. Kerrigan? 
Ms. KERRIGAN. I would like to thank my husband, Pat Kerrigan, 

who is here with me today. He has been very patient, especially the 
last couple of months. And I would like to mention my step-
children, Mike and Shannon Kerrigan, who are not here today be-
cause they are students at the University of Virginia. 

The CHAIRMAN. Well, super. Do you want to stand, Mr. Kerrigan? 
Thank you very much. 

And Dr. Aaron? 
Dr. AARON. I do not know if this microphone is going on. 
The CHAIRMAN. It is. 
Dr. AARON. But thank you very much. I am joined this morning 

by my wife of 48 years, Ruth Kotell Aaron, who is sitting over here. 
She is a retired psychoanalyst. My two children, Jeffrey and my 
daughter Melissa Aaron, are both some miles away, the former in 
Charlottesville where he is a clinical psychologist, and my daughter 
Melissa in Seattle who is teaching secondary school English. I am 
sure they would have liked to have been here, but there are a few 
miles that make that rather impractical. 

The CHAIRMAN. Right. 
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Dr. AARON. Thank you. 
The CHAIRMAN. Dr. Aaron, thank you very much. 
Ms. Miller, you are on. 

STATEMENT OF MARY JOHN MILLER, NOMINATED TO BE 
UNDER SECRETARY FOR DOMESTIC FINANCE, DEPARTMENT 
OF THE TREASURY, WASHINGTON, DC 

Ms. MILLER. Thank you to Senator Cardin for that kind introduc-
tion. Thank you, Chairman Baucus, Ranking Member Hatch, and 
members of the Senate Finance Committee, for the opportunity to 
be here today. I am honored that President Obama and Secretary 
Geithner have asked me to continue my service to the Treasury De-
partment and to have the opportunity, if confirmed, to serve as the 
Under Secretary for Domestic Finance. 

I have already recognized my family members. I just would like 
to add that words cannot express the important ways that my fam-
ily and friends have supported me and contributed to the oppor-
tunity to be here today. 

Two years ago, this committee considered me for the role of As-
sistant Secretary for Financial Markets at the Treasury, a position 
for which I was later confirmed. At that time I discussed my expe-
rience in the private sector and the 26 years I spent at T. Rowe 
Price, an investment management company in Baltimore, which re-
mains my home. 

I joined T. Rowe Price in 1983 as a municipal bond credit analyst 
after answering an ad in the Wall Street Journal. Over the years 
I worked in credit research, bond trading, and portfolio manage-
ment. During those decades, I worked through many market and 
economic cycles, and I witnessed both the benefits of financial mar-
ket innovation as well as periods of severe market stress. 

Ultimately I served as the director of Global Fixed Income for the 
firm and was a member of the management committee that over-
saw all of the firm’s business. I mention this progression because 
I think that experience, rooted in the practical aspects of every step 
of the investment process, is relevant to the position for which I 
have been nominated. 

The past 21 months at the Treasury Department have been in-
structive. My colleagues and I have worked diligently on some of 
the more challenging issues facing the country. I am constantly im-
pressed by the thoughtful and dedicated public servants with whom 
I work every day. 

As head of the Office of Financial Markets, I am responsible for 
managing our country’s debt, including our Treasury auctions. I 
also have responsibilities for financial market reform and govern-
ment policies for extending credit. I advise Secretary Geithner on 
developments in financial markets, and I try to use my experience 
to develop useful policy positions. 

In many ways, my work at Treasury and the potential assign-
ment to serve as Under Secretary for Domestic Finance parallel my 
experience in the private sector. At T. Rowe Price I moved from a 
position of hands-on execution to one where I oversaw the people 
and the processes that affected our business. At the Treasury, I 
have worked on very specific assignments that require engagement 
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with a wide variety of constituencies, both inside and outside the 
government. 

Should I be confirmed to lead the Office of Domestic Finance, my 
portfolio of responsibilities would be broader, my role in policy de-
velopment greater, and the need for managing people and process 
even more important. The challenges we face today are no less im-
portant than the ones I discussed here 2 years ago. While much 
has been accomplished, much remains to be done. 

Most importantly, too many Americans are still struggling to find 
jobs, and our housing market remains weak. The urgency and im-
portance of restoring confidence in our economy and our financial 
markets is clear. This cannot be accomplished overnight, and that 
is why I appreciate the opportunity to serve in this new role at the 
Treasury. If confirmed, I would look forward to working with mem-
bers of this committee and Congress. I will work hard and do my 
best to carry out my oath of office. 

Thank you. 
[The prepared statement of Ms. Miller appears in the appendix.] 
Senator HATCH. Mr. Fitzpayne? 

STATEMENT OF ALASTAIR M. FITZPAYNE, NOMINATED TO BE 
ASSISTANT SECRETARY FOR LEGISLATIVE AFFAIRS, DE-
PARTMENT OF THE TREASURY, WASHINGTON, DC 

Mr. FITZPAYNE. I would also like to thank Senator Cardin for his 
kind introduction. Chairman Baucus, Senator Hatch, members of 
the Senate Finance Committee, I appreciate the opportunity to ap-
pear before the committee today on such a distinguished panel of 
nominees. It is an honor. 

I want to thank you and your staff for considering my nomina-
tion to be the Treasury’s Assistant Secretary for Legislative Affairs 
and for all the work that has gone into scheduling this hearing. I 
also want to express my deep appreciation to President Obama for 
nominating me, and to Secretary Geithner for recommending me 
for this position. 

In addition to my wife and mother, whom I introduced earlier, 
I would also like to briefly recognize some family members who are 
not here, including my two children Leah and Ben, my brother 
David, and my father- and mother-in-law, Richard and Faith Morn-
ingstar. I am eternally grateful for everything they have done for 
me, and they all, in different ways, are responsible for me being 
here today. 

I currently serve as the Deputy Chief of Staff and Executive Sec-
retary at the Treasury Department, which I joined in January of 
2009. It has been the opportunity of a lifetime to work with Sec-
retary Geithner and the rest of the amazingly talented Treasury 
team during these historic and challenging times. I am deeply hon-
ored to have the opportunity to continue my service to the country 
and the Department, if confirmed for this new position. 

Briefly, I began my career working for the Federal Government 
13 years ago as a Presidential Management Intern in the Office of 
Management and Budget. I spent over 2 years at OMB, helping to 
put together the President’s budget and working closely with the 
Social Security Administration on ways to improve their perform-
ance at least cost to the taxpayer. 
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In 2001, I began working for Senator Evan Bayh as his tax and 
budget legislative assistant, which gave me an opportunity to work 
closely with this committee on many issues. In 2007, I left the Sen-
ate and began working for then-House Democratic Caucus Chair 
Rahm Emanuel as his senior policy advisor. In this capacity I con-
tinued to work on tax issues, as he was a member of the Ways and 
Means Committee, and also had responsibility for financial services 
issues and staffed him during the consideration and passage of the 
Troubled Asset Relief Program. 

I am indebted to both Senator Bayh and Mayor Emanuel for the 
trust they placed in me and for the opportunity to work with them 
in their efforts to help their constituents and the country. 

If confirmed, I look forward to having the opportunity to again 
work closely with members and congressional staff to facilitate an 
open line of communication between the Treasury and Congress. I 
will faithfully represent the policies and views of the Department 
and administration before this committee and others in Congress. 

Most importantly, I will ensure that the views of Congress are 
accurately conveyed and fully understood within the Department 
and the administration, and will strive to see that questions and 
concerns from members of Congress receive timely and substantive 
responses. 

Chairman Baucus, Senator Hatch, members of this committee, 
thank you again for your consideration. I look forward to respond-
ing to any questions you may have. 

Senator HATCH. Thank you. 
[The prepared statement of Mr. Fitzpayne appears in the appen-

dix.] 
Senator HATCH. Ms. Kerrigan? 

STATEMENT OF KATHLEEN KERRIGAN, NOMINATED TO BE A 
JUDGE OF THE UNITED STATES TAX COURT, WASHINGTON, DC 

Ms. KERRIGAN. Mr. Chairman, Ranking Member Hatch, and dis-
tinguished members of the committee, it is a privilege to be here 
today, and I want to thank you for scheduling this hearing to con-
sider my nomination to be a judge on the U.S. Tax Court. I am 
honored to have been nominated by President Obama and grateful 
to the committee for your consideration of my nomination. 

I have spent countless hours in this room over the years, but 
never from this vantage point. I believe the first time that I was 
in this room was to attend a briefing for Ways and Means Com-
mittee and Senate Finance tax legislative assistants. At that time 
I never envisioned that I would appear in this room as a nominee 
to the U.S. Tax Court. 

I grew up in Springfield, MA and, upon graduation from law 
school, I joined the staff of Congressman Richard E. Neal. During 
my tenure with Congressman Neal, he became a member of the 
Ways and Means Committee. I was fortunate to be given the role 
of handling tax issues for the committee. Congressman Neal and I 
began our journey together on understanding the ins and outs of 
tax policy. 

Under the tutelage of Janice Mays and John Buckley, I became 
a student of tax policy and decided that it would be the focus of 
my professional career. After working 8 years for Congressman 
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Neal, I moved to the private sector to approach tax policy from a 
different perspective. 

While in private practice, I was offered what I view as a unique 
and special opportunity to serve as tax counsel for Senator Kerry. 
It has been an amazing opportunity from both a professional and 
personal perspective. Working for Senator Kerry has been chal-
lenging and rewarding. Over the past 6 years, I have worked on 
a variety of issues, including energy taxes, corporate taxes, and in-
dividual taxes, and have worked on many pieces of legislation, from 
drafting to enactment. 

This set of experiences, many of which occurred in this very 
room, has strongly prepared me to serve as a Tax Court judge. As 
we all know, Congress writes the tax laws, the Internal Revenue 
Service administers them, and the Tax Court assures that tax-
payers can challenge the determinations of the Internal Revenue 
Service before an independent and impartial decision-maker. If I 
am given the opportunity to serve, it will be my responsibility to 
help make determinations of consistency and clarification. 

I would like to thank my parents, Bill and Betty Sullivan, who 
are watching today. From them I learned the importance of public 
service. Throughout my career, I have been fortunate to have sev-
eral mentors, and some are in the room today. I would like to spe-
cifically mention three of my mentors from my time in private prac-
tice who are no longer with us today: Henry Zapruder, Ken Snyder, 
and Congressman Guy Vander Jagt. When I heard the news that 
I was going to be nominated, I wished that I could have seen their 
reaction. 

In closing, I would like to thank Senator Kerry for the oppor-
tunity to serve as his tax counsel. I always thought that some day 
I would like to work with the Finance Committee because of its 
reputation for bipartisanship. Senator Kerry provided me with that 
opportunity. I have been fortunate to work for one of the most com-
mitted and hardest-working members of the Senate, and I have 
learned a tremendous amount from him. 

I also have had the pleasure to work with so many past and cur-
rent Finance Committee staff, many who have become close 
friends. I truly appreciate this experience, and this moment is bit-
tersweet. If confirmed, I look forward to the next chapter of my 
professional career as a Tax Court judge, but I will always have 
fond memories of this room, this institution, and this group of peo-
ple. 

Thank you for the opportunity to testify. 
Senator HATCH. Well, thank you, Ms. Kerrigan. 
[The prepared statement of Ms. Kerrigan appears in the appen-

dix.] 
Senator HATCH. Dr. Aaron? 

STATEMENT OF DR. HENRY J. AARON, NOMINATED TO BE A 
MEMBER OF THE SOCIAL SECURITY ADVISORY BOARD, SO-
CIAL SECURITY ADMINISTRATION, BALTIMORE, MD 

Dr. AARON. Thank you very much. I want to thank Senator Bau-
cus and all members of the Senate Finance Committee for taking 
the time to consider my nomination for membership on the Social 
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Security Advisory Board during what I realize is a particularly hec-
tic period for this committee. 

I was honored and pleased when President Obama nominated me 
for this position. I have worked on Social Security as a researcher 
and in government for 50 years. My doctoral dissertation, begun in 
1961, dealt with Social Security. During the administration of 
President Johnson, I staffed an Income Maintenance Task Force 
that dealt primarily with Social Security. 

During the administration of President Carter, I headed the Of-
fice for Planning and Evaluation at the former Department of 
Health, Education, and Welfare, when Social Security was still a 
part of that Department. I chaired the Advisory Council on Social 
Security that reported in 1979. Alone, and with colleagues, I have 
written extensively on the subject over the years. 

I mention this background for two reasons. First, I am really de-
voted to the program as one of the landmark achievements of U.S. 
social policy. Second, I find the issues raised in debates about So-
cial Security policy genuinely fascinating. 

So, the opportunity to serve on the Social Security Advisory 
Board just now is particularly attractive. The reason is that major 
issues in program design and administration are going to have to 
be addressed in the next few years. The most obvious is the pro-
jected imbalance between revenues and expenditures. 

While there is not any crisis, action to close that anticipated 
funding gap as soon as possible would be desirable. Doing so will 
contribute modestly to closing the overall budget deficits, and it 
will help restore public confidence in the Nation’s largest program 
of retirement pensions, life insurance, and disability protection. 
Perhaps, I would hope, the Social Security Advisory Board can help 
improve the quality of debate on that important topic, at least that 
is why I hope to serve on the board. 

The Disability Insurance program is also an area of profound 
concern. The objective should be, in my view, to make sure that 
persons with disabilities receive authorized benefits quickly, that 
those without such disabilities are kept off the rolls, and that those 
now on the rolls are helped whenever possible to be restored to 
gainful activity. 

There is a widespread sense, which I happen to share, that we 
are not doing a very good job in any of those three dimensions. 
Here, too, I would hope that the Social Security Advisory Board can 
help provide information to Congress and to the public that will 
help us to improve on past performance. If confirmed, I look for-
ward to working with you on these and other topics. 

So once again, I want to thank you for considering my nomina-
tion. I will be pleased to answer to the best of my ability any ques-
tions you may wish to put to me. Thank you very much. 

The CHAIRMAN. Thank you, Dr. Aaron. 
[The prepared statement of Dr. Aaron appears in the appendix.] 
The CHAIRMAN. Ms. Miller, I would just like you to talk a little 

bit about S&P and other rating agencies’ roles in actions this coun-
try takes with respect to its financing. I know it is a little bit hard 
to talk publicly about some of this, but it was a bit eyebrow-raising, 
to say the least, when S&P downgraded us to AA-plus and made 
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a $2-trillion error, then changed its methodology, then changed its 
rating while the other agencies did not. 

Now they are also involved with Europe’s sovereign debt, and 
private debt, bank debt assessments. Just your thoughts on the 
roles of the rating agencies. It is a broad question, but just the de-
gree to which you think they help. I say all this at a time when, 
even after the downgrade, borrowing costs fell and people invested 
in U.S. Treasuries, believing that that is a safe haven. Your 
thoughts? 

Ms. MILLER. Thank you for the question. The rating agencies are 
private firms. They offer independent opinions on the credit quality 
of sovereign debt, both U.S. and international, as you have pointed 
out. We were disappointed in the step that S&P took in August re-
garding the U.S. credit rating. We thought they should have taken 
more time, more care with that exercise, but I am not going to 
speculate on their reasons for doing that. 

I do think that it is a good time—and we have some authorities 
under Dodd-Frank—to take a look at the role of credit rating agen-
cies in rating sovereign debt, and thinking about the role they play 
in the markets. But as you have pointed out, post the downgrade, 
the U.S. market has rallied. Participation at our auctions has not 
changed at all. So, we have benefitted enormously from the support 
we have from our investors, both domestically and internationally. 
Thank you. 

The CHAIRMAN. You have a very interesting job. A dumb ques-
tion: what do you do in that job? 

Ms. MILLER. What do I do? 
The CHAIRMAN. What do you do? 
Ms. MILLER. Thank you for that question. [Laughter.] 
The Office of Financial Markets does a number of things. First 

of all, I provide a daily briefing to the senior staff at the Treasury 
about financial market conditions, and I broadly think my role is 
to face the markets every day and to translate what I am seeing 
and what I am hearing to government officials and make sure that 
we have a clear insight into the performance of markets. 

Within my office, we have the Office of Debt Management, which 
is running the Treasury auctions and raising funds to finance the 
government. There is also an Office of Capital Markets that is look-
ing at everything away from the Treasury market and looking at 
how other markets are performing. I also have an office that looks 
at government credit policy and how we extend credit through all 
of the government agencies. So it is a fairly broad charge, but prin-
cipally I am looking at financial markets and thinking about how 
those market factors affect government policy. 

The CHAIRMAN. Is there enough transparency for you in making 
your assessments? I saw somewhere, for example, I think it was 
yesterday, it might have been Moody’s or Fitch—but I have forgot-
ten which agencies—warned the world that major U.S. banks 
might be loaded up with European debt in selling a lot of their in-
surance contracts. The question comes to my mind, well, gee, how 
exposed are the banks, et cetera? My question is, do you feel there 
is sufficient transparency? If not, where is it insufficient? 

Ms. MILLER. I think there is a great deal of transparency in the 
public markets, in the financial reporting of public companies. 
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There is more that we can learn, though, about parts of the mar-
ket. For example, under the Dodd-Frank legislation there is much 
more requirement for trade repositories, more daylight, if you will, 
shed on parts of the market where we have not seen enough in 
terms of pricing and exposures to different entities. 

So I think that we have the opportunity here to build something 
that is quite meaningful in terms of providing policymakers, Con-
gress, and the government much more insight into the pricing and 
exposures within the financial markets. 

The CHAIRMAN. So you are basically saying, follow and pursue 
Dodd-Frank, make Dodd-Frank work better. Thank you. 

I have mandatory questions I have to ask all of you guys, which 
I will now ask all four of you, beginning with you, Ms. Miller. 

Is there anything that 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? 

Ms. MILLER. No. 
The CHAIRMAN. I will go down the line. Mr. Fitzpayne, the same 

question to you. 
Mr. FITZPAYNE. No, Mr. Chairman. 
The CHAIRMAN. Ms. Kerrigan? 
Ms. KERRIGAN. No, Mr. Chairman. 
The CHAIRMAN. Dr. Aaron? 
Dr. AARON. No, sir. 
The CHAIRMAN. Thank you. 
The second question: do you know of any reason, personal or oth-

erwise, that would in any way prevent you from fully and honor-
ably discharging the responsibilities of the office to which you have 
been nominated? 

Ms. MILLER. No, I do not, Mr. Chairman. 
Mr. FITZPAYNE. No, Mr. Chairman. 
Ms. KERRIGAN. No, Mr. Chairman. 
Dr. AARON. None. 
The CHAIRMAN. Thank you. 
The final question: do you agree, without reservation, to respond 

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

Ms. MILLER. Yes, I do. 
Mr. FITZPAYNE. Yes, I do. 
Ms. KERRIGAN. Yes, I do. 
Dr. AARON. Yes. 
The CHAIRMAN. Thank you. 
Senator Hatch? 
Senator HATCH. Thank you, Mr. Chairman. 
Ms. Miller, during the recent debt limit impasse, I asked the Fi-

nancial Stability Oversight Council, or FSOC as it is nicknamed, 
and the Treasury Secretary questions about Treasury’s cash and 
liquid assets, about Treasury’s short-term cash projections, and 
about any contingency plans of Treasury and other FSOC members 
in the event that Treasury ran out of cash or in the event of a sov-
ereign rating downgrade. 

Now, Congress was making decisions with trillions of dollars at 
stake, but was relying on estimates of Treasury’s cash from local 
think tanks and Wall Street. We were operating in a setting in 
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which the administration indicated that it could not assure Social 
Security benefit payments or salary payments even to our troops 
in battle. I asked questions to determine how to assure those pay-
ments, but have not, even as of this date, received a meaningful 
response. 

I asked on July 27 about whether Treasury thought it would run 
out of cash on that day, or any day thereafter. I received no mean-
ingful response, even though a Federal default was at stake. I 
asked FSOC members about what their contingency plans were, 
and, despite reports that plans existed and may even have been 
discussed between the Treasury Secretary and representatives of 
the large Wall Street firms, I received no meaningful response. 

Ms. Miller, given your role in overseeing the liquidity, stability, 
and depth of the market for Treasuries, I wonder if you can answer 
three related questions. First, why will FSOC members, including 
Treasury, not provide meaningful responses to my inquiries, even 
after the fact? 

Second, why will Treasury and FSOC members not reveal their 
contingency plans for events that could threaten the stability of the 
market for Treasuries, such as Treasury running out of cash, or a 
sovereign credit rating downgrade on the U.S., or stresses in the 
tri-party repo market where Treasuries are traded daily? 

Third, if Treasury has such plans, can you provide them to me? 
If you cannot, why not? You can see why I am a little upset about 
it, because we should have had absolute information at that time 
because it was very important for us to have something to rely on. 

Ms. MILLER. Thank you very much, Senator Hatch, for the ques-
tion. I agree with you that it was a critically important time for 
information. Let me try to address your questions. First, I would 
want to say that the Treasury is committed to a high degree of 
transparency. I work to provide a monthly statement to Congress 
so we could update you on our forecasts and projections. There was 
no information that was provided to Wall Street that was not made 
available to Congress and the public. 

In terms of cash projections, let me take just a moment with 
that, if I can. These are inherently volatile. We were providing cash 
projections monthly and looking at what our forecasts were for 
reaching the debt ceiling using extraordinary measures. We are 
surprised every day with inflows and outflows. Providing cash 
flows other than the daily cash position we have provided on our 
website, I believe might raise more questions than answers. 

In particular, the week of August 2, what I was most concerned 
about was our ability to access the market if the debt ceiling was 
not raised. In the month of August, we had over $500 billion of se-
curities that were maturing. On August 2, we had a little over $50 
billion of cash. On August 4, we had an $87 billion Treasury bill 
maturing. 

So we were very, very conscious of the insufficiency of our cash, 
not just to meet our obligations as a country, the daily checks and 
expenditures that we make, but also whether we would be able to 
honor the maturity of a security even 2 days past that date. 

So, in terms of contingency plans, we looked at everything. We 
looked at things that prior administrations had considered, we 
looked at ideas that Congress was providing, we looked at asset 
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sales, prioritization, delayed payments. None of these was a good 
option. We were up against the wall in terms of being able to fi-
nance the government. Thankfully, Congress acted in time, and we 
did not have to explore any of these options. 

But I would like to personally commit to work with you, to work 
with your staff to make sure that you get the information that you 
need, and that we are explaining things well so that we can be in 
a good place with this issue. 

Senator HATCH. Well, thank you. I think that would be a breath 
of fresh air, because I really felt like they let us down. And then 
to scare people, especially soldiers in the field and senior citizens, 
I thought, was hitting below the belt. Frankly, they knew better 
than that what was happening and just did not give us the knowl-
edge that we needed to have. 

We will now turn to Senator Coburn. 
Senator COBURN. Thank you, Mr. Chairman, or Mr. Ranking 

Member. 
Welcome to all of you. You all have stellar backgrounds. I really 

want to spend a few minutes with Dr. Aaron. It is my under-
standing you are going to be named as Chairman, if you are con-
firmed. The Chairman has significant power to set the agenda for 
the Advisory Board. 

Have you thought about what your priorities will be as Chair-
man in terms of areas that you either write on or publish on as 
a group? 

Dr. AARON. Over the course of my career, I have spent most of 
my time working on the retirement side of Social Security. I, like 
many others today, am concerned about what has been happening 
with respect to Disability Insurance. So I view the opportunity to 
serve on the board, whether as a member or as chair, as an oppor-
tunity to learn a good deal more about Disability Insurance. The 
board contains members with diverse points of view, and I would 
hope that we could bring those diverse points of view to bear on 
Disability Insurance, and provide constructive advice to Congress, 
and information to the general public. 

I would also hope that, in the course of that work, we would have 
the benefit of consultation with members of this committee and 
other members of Congress. 

Senator COBURN. Let us talk about disability for a minute, if we 
might. Recently, the Social Security administrative law judges have 
come under significant fire for vast discrepancies in, not only the 
number of decisions they issue each year, but for the differences in 
the percentage of applicants that each ALJ approves for disability 
benefits. 

The oversight committee, the Permanent Subcommittee on Inves-
tigations, is now carrying out a thorough and comprehensive re-
view of that and has sent some chairman’s letters to do that be-
cause of the lack of cooperation from the Social Security Adminis-
tration. 

Do you have any suggestions on how we could increase the con-
sistency among the administrative law judge decisions? 

Dr. AARON. At this point, I have to say I do not. I am aware of 
the fraught politics of dealing with the ALJs. They enjoy, for his-
torical reasons of some weight, considerable independence under 
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statute, and therefore there are limits on what can be done to in-
fluence the nature of their decisions. Indeed, there are not many 
ways of actually doing so. 

I am a strong believer in the power of fresh air and light in 
bringing about changes in behavior, so I view the release of the in-
formation on these discrepancies to which you draw reference as a 
good first step. I think the entire set of arrangements under which 
we determine initial eligibility, and under which continuing eligi-
bility is redetermined over time, merits very close scrutiny. It is an 
area in which I hope that the Advisory Board can provide helpful 
advice. 

But I have to say that, given the fact that I focused most on the 
retirement side of the program, and my awareness of the difficul-
ties in determining disability eligibility, I view this as an area 
where I think all of us need to put in some time and effort in order 
to—— 

Senator COBURN. Well, do you think it is strange that, when So-
cial Security has denied somebody twice and they go before an ad-
ministrative law judge, there is usually legal counsel representing 
the claimant before the ALJ, but there is nobody representing the 
U.S. taxpayer before the ALJ? Do you find that strange at all, that 
we have determined through our bureaucracy that somebody is not 
eligible—and we have done it twice—and then we are at an ALJ 
hearing and nobody is there to represent the government’s position 
that they are not eligible? 

Dr. AARON. I believe that the ALJ would have available to him 
or her the record of the preceding hearings and their disposition. 
The nature of the hearing, as I understand it, is for the person who 
was denied coverage to appeal that set of rulings. Whether it would 
be desirable to have somebody representing the previous decisions 
in other than written form is something that I think merits serious 
consideration. 

Senator COBURN. Well, my time is up. I would like to come back, 
if I might, at a future time. I will tell you, we have so far discov-
ered a number of ALJs who rarely or never deny anybody. 

Senator HATCH. Thank you, Senator. 
Senator Grassley is next. 
Senator GRASSLEY. I was not going to ask any questions, so it 

will just take me 30 seconds. But I was reminded by Senator 
Hatch’s question that I have a letter before Treasury that has not 
been answered yet about a whistleblower issue that I keep bringing 
up to you, and I want an answer to that letter. So, I hope you will 
go back and dig it out and get me an answer. 

Mr. FITZPAYNE. Thanks, Senator. We will go back and get you a 
response as quickly as we can. 

Senator GRASSLEY. All right. Thank you very much. 
Senator HATCH. I allowed Senator Grassley to go first because he 

only had 1 minute he wanted to take. Senator Thune really was 
next, so we will turn to you, Senator Thune. 

Senator THUNE. Thank you, Mr. Chairman. Thank you, panel, for 
being here today. 

Dr. Aaron, I want to follow up. The SSDI program is experi-
encing significant problems, both fiscally and administratively. You 
have a whole bunch of people, baby boomers, and that generation 
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has caused SSDI administrative costs to nearly double since the 
year 2000. According to a CBO report, SSDI will become insolvent 
in the year 2017. 

In addition, you have the Social Security Administration antici-
pating nearly 3.2 million new applicants for disability benefits in 
the year 2012. Even without those new applicants, SSDI has a 
huge backlog of appeal cases in which benefits have been denied. 
Conditions are so unstable that the Government Accountability Of-
fice has placed Federal disability programs on a high-risk watch 
list. 

Since 2003, according to GAO, the largest disability programs, 
including the programs managed by the Social Security Adminis-
tration, are experiencing growing workloads, creating challenges to 
making timely and accurate decisions. What needs to be done to re-
move SSDI from GAO’s high-risk watch list, and what needs to be 
done to deal with the looming insolvency of SSDI? 

Dr. AARON. There are really two parts to your question, one is 
the financial, and the other is the administrative and procedural. 
With respect to the financial, the problems with DI have occurred 
in the past. The projected dates of insolvency have differed between 
Old-Age and Survivors Insurance and DI many times in the past. 

When one or another of those two trust funds has been fast ap-
proaching the exhaustion of reserves, Congress, on a number of oc-
casions, has simply reallocated payroll taxes between the two pro-
grams. What really counts with respect to the whole system is the 
projected insolvency of the entire system taken as a whole. But 
that is a mechanical issue. 

The other part of your question, I think, is really much more im-
portant and much more difficult. Disability Insurance, for a very 
long time, has experienced lengthy processes of appeal and re- 
appeal. In my opening comments, I tried to allude to why I thought 
that was a serious problem because, it seems to me, if a person 
does have disabilities, then good administration should promptly 
determine that and they should receive benefits quickly. If they do 
not, they should receive a definitive denial promptly. 

The entire ALJ process and appeals process in Disability Insur-
ance does not exist in isolation from other ways in which adminis-
trative law judges deal with Federal policy. So dealing with Dis-
ability Insurance is wrapped up in a much larger set of legal and 
political issues, but I have to say I agree with you that I find ex-
tremely disturbing the length of the processes involved in deter-
mination, whether approval or denial, and that trying to redesign 
that system so that the determinations, affirmative or negative, 
occur quickly should occupy a high priority. I would look forward 
to your advice and counsel on that very question. 

Senator THUNE. Coming back to the question that was asked by 
the Senator from Oklahoma, the whole process involved with ap-
peals and administrative law judges strikes me—you read these 
stories, and they just completely take away any credibility in that 
process, when people go through the process, get denied, and find 
judges that, in how many cases did you say, what percentage of the 
cases—— 

Senator COBURN. The average is about 60 percent. 
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Senator THUNE [continuing]. Are getting approved. The objec-
tivity of this process seems really suspect, and I think it is very 
hard to defend to the taxpayers of this country. So I guess, in my 
view, there are a couple of issues here. One is, you get the explo-
sion in costs associated with the number of people coming into the 
program. The administrative side of it, I understand as well. 

But clearly, the way that this program is administered today, 
and the way in which people are getting approved through this 
process, is making it more and more difficult—as you see these sto-
ries coming out about how you get that degree, that number, that 
percentage of approvals—I think it is hard to explain to the Amer-
ican taxpayers. I know you are going to be going into this job, and 
I hope that you will focus like a laser on trying to correct and fix 
these problems. It is just very, very difficult to explain. 

Dr. AARON. I do not think anybody—not many people, anyway— 
who look closely at the Disability Insurance program today are en-
tirely satisfied with the way in which it is operating. 

Senator THUNE. Well, it just seems like there is a lot of abuse 
in the system because of the subjectivity that is associated with the 
process, and the administrative law judge process, and trying to en-
sure some level of consistency there. I would just make that obser-
vation. 

Thank you, Mr. Chairman. 
Senator HATCH. Thank you, Senator Thune. 
Let us start the second round. I am going to also address this 

to you, Ms. Miller, and I am doing it because I trust you and be-
lieve that you will always answer honestly. 

In early October, prior to a Senate vote on one of the iterations 
of the President’s so called ‘‘jobs bill’’ Secretary Geithner said on 
Bloomberg Television that, ‘‘If Congress doesn’t act, it’s because Re-
publicans decided they didn’t want to do anything to help the econ-
omy.’’ 

Now, he also answered in the affirmative to a question of wheth-
er failure to pass the President’s stimulus proposal would raise the 
risk of recession. Of course, he failed to mention that there was a 
bipartisan lack of support for the President’s latest stimulus pro-
posals called the ‘‘jobs bill,’’ which was, in our opinion, filled with 
plans to tax more and spend more. 

Now, Ms. Miller, do you and others at Treasury share the Sec-
retary’s view that those from both sides of the aisle who do not 
support the President’s so-called ‘‘jobs bill’’ do not want to do any-
thing to help the economy and raise the risk of a recession? I know 
that that is a question nobody likes to answer, but I think it needs 
to be answered. I have supported the Secretary. I would like this 
position to not be as political as it is being made, but down the 
line, giving us the best information. But do you support that posi-
tion? 

Ms. MILLER. I am sorry. Do I support—— 
Senator HATCH. Do you support that position? 
Ms. MILLER. Well, I support a position that we need to do things 

to secure growth for the economy in the short term. 
Senator HATCH. All right. That is different. I think Secretary 

Geithner supports that, and so does Orrin Hatch, and I think most 
members of our committee. But it is the position that we were not 

VerDate Nov 24 2008 19:46 Jan 04, 2013 Jkt 000000 PO 00000 Frm 00023 Fmt 6633 Sfmt 6633 R:\DOCS\77376.000 TIMD



20 

acting in the best interests of the country by being against the jobs 
bill, even when Harry Reid added the so-called ‘‘millionaires’ tax’’ 
to it—they did not have the votes, and they knew they did not have 
the votes. Now, why would we have that kind of language coming 
from a Secretary of the Treasury, whom we all hope we can rely 
on? 

Ms. MILLER. Well, I think the Secretary shares everyone’s con-
cern about job creation in America, and we need to do everything 
we can—— 

Senator HATCH. Then he ought to come up with a jobs bill and 
not some phony thing like that. 

Ms. MILLER. Well, we are trying to balance a number of things 
here. 

Senator HATCH. Well, I will tell you, I would be willing to sit 
down and help you to come up with a jobs bill, because that is cer-
tainly not a jobs bill. It is proven by the bipartisan lack of support 
for it. 

Ms. MILLER. All right. 
Senator HATCH. Now, I do not mean to pick on you, but you are 

the only one here. You are the only one I can address this question 
to. 

Ms. MILLER. Well, I take your point. We are in a very fragile po-
sition with the economy. We know there are many vulnerabilities. 
We are looking at all kinds of things every day that concern us. I 
think that we are trying to do the best job we can, to think about 
how we can secure growth, and most importantly bring down un-
employment in this country, which is far too high. 

Senator HATCH. All right. Well, I would like you to take back to 
the Secretary that I personally like him, and I think he is a bril-
liant man in many ways, and a hard worker—I know that. But he 
ought to be less partisan and really help us up here to come up 
with real jobs, and to really help this President, because he cer-
tainly did not come up with a jobs bill. 

Now, Dr. Aaron, the Social Security Advisory Board’s working 
groups are intended to be bipartisan in nature. It would be useful 
to have a board chair that can manage alternative views and gath-
er bipartisan consensus. What experience can you point to that I 
would be able to review where you have managed a group to gather 
bipartisan consensus? 

Dr. AARON. I cannot do it in a political context, but I can tell you 
about one—— 

Senator HATCH. I am not asking you in a political context. 
Dr. AARON. I meant, I can tell you about one activity in which 

I was part of a group that had widely differing points of views and 
backgrounds, and that functioned extremely well over many years 
with mutual respect. I was the director of a company located in 
Cambridge, MA, Abt Associates, from, I think it was 1979 until 
June of this year. 

That group included—the directors included business people and 
academics with widely varying backgrounds and widely varying 
points of view about what the objective of the company should be. 
We disagreed sharply, really sharply, within that setting. We did 
so with mutual respect, and we continued to have that respect and 
resolved those disagreements in an effective way. 
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It is not an area where there were differences between Repub-
licans and Democrats, at least that was not the axis along which 
disagreements occurred, but I think it testified to the fact that I 
was able to function with a temperament in a group where people 
frequently disagreed with me and I with them, and we continued 
to work together effectively over an extended period of time. 

Senator HATCH. All right. Thank you. 
Senator Coburn, could I ask one more question? 
Senator COBURN. Sure. 
Senator HATCH. Then I would be glad to give you more time, too. 
Dr. Aaron, members of the Social Security Advisory Board are, 

by statute, to be chosen partly on the basis of their impartiality. 
Based on your writings and public statements, I am not entirely 
sure that I can regard you as impartial with respect to Federal tax 
policy and health care policy. With respect to Social Security and 
the projected funding gap that it faces, you have written that ‘‘most 
of the projected funding gap should be closed principally by increas-
ing revenues.’’ Now, Dr. Aaron, how could you assure me that you 
would manage the Advisory Board in the interest of gaining bipar-
tisan consensus on issues analyzed by the Board itself? 

Dr. AARON. There is a difference between writing for an academic 
audience or writing for newspapers through op-eds in which the 
coin of the realm is analysis and frequently the expression of one’s 
own point of view. There is a big difference between that and func-
tioning in a setting where, as you note correctly, there are people 
with diverse political backgrounds and different points of view. I 
see those two environments as quite different. 

I recognize that there are other members of the Advisory Board 
who hold views different from my own. If the board is to function 
effectively, we have to try to find positions in common or express 
differing positions in ways that give a fair hearing to differing 
points of view. I can assure you that that is going to be my intent 
and purpose. No single person on that board is going to make all 
of the decisions, or have all of the reports necessarily fully rep-
resent his or her point of view. That is the way the thing is con-
structed. 

Senator HATCH. Well, thank you. 
I just have one more question, and then I am going to turn to 

Senator Coburn. 
According to Social Security actuaries, the Disability Insurance 

component, as you have indicated here today, of the Social Security 
system will exhaust its trust fund as early as 2016, I believe you 
have indicated. 

Dr. AARON. Yes. 
Senator HATCH. The Disability Insurance program continues to 

be the Social Security Agency’s largest challenge. Workloads have 
grown rapidly over the past few years, while the Disability Insur-
ance Trust Fund has declined. Now, Dr. Aaron, do you have ideas 
for fruitful areas of inquiry in working groups for the Advisory 
Board to help inform Congress about options available to reform 
Disability Insurance, or to address the looming shortfall in the 
trust fund itself? 

Dr. AARON. I believe it is important to try to look into the process 
by which eligibility for the program is determined. It is important 
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to look at the appeals process to which Senator Coburn has drawn 
attention, and it is important to continue the efforts which the So-
cial Security Administration has been pursuing for some time to ac-
celerate and increase the probability that people will be able to re-
turn to gainful activity. 

I say this in full recognition of the fact that it is easy to point 
to these problems and extremely difficult to point to specific policy 
changes that would affect those improvements. I think it is going 
to be necessary for us to look, in a serious way, into the laws that 
undergird the determination process, to look at the incentive struc-
ture that exists to encourage people, once on the rolls, to try to re-
gain gainful economic activity. If these problems were easy, they 
would have been solved a very long time ago. 

I think some fairly basic research is going to be necessary on 
them. I do not have a research program now to lay before you, but 
I can assure you that it is an area that I regard as one of the more 
important ones that the Advisory Board should focus on, and I 
would hope that, in that work, we would have the benefit of the 
consultation with members of this committee. 

Senator HATCH. Well, thank you. 
Senator Coburn? 
Senator COBURN. Just continuing along that line for a minute, it 

is staggering and defies common sense that 1 in 18 people in this 
country presently is disabled. Anecdotally, when you go throughout 
the country and ask this question of people, do you know somebody 
on disability whom you know is not disabled, three quarters of the 
people in the room raise their hand. So besides what we are doing 
in Social Security, the ALJs find—— 

And let me correct the record. I misspoke a moment ago. The 
overall ALJ average is 60-percent approval. So that means, 60 per-
cent of the time, what the ALJs are saying is, Social Security got 
it wrong. Well, one of two people is right: either the person who 
is there making the determination or the administrative law judge 
is right. We end up saying the ALJs are. 

So I think you are right, we have to structurally look at this, be-
cause there is no way we can afford the continuing expansion and 
growth in this. It defies logic that 1 in 18 people in this country 
cannot perform any work in the economy, and that is what it says 
in the law: ‘‘any work in the economy.’’ 

So we have a large portion of people coming to the other end. 
How would you adjust? We have Ticket to Work, which is not being 
utilized by Social Security. We have continuing disability reviews, 
which are just simply a letter, are you disabled, and that is sent 
to a very small portion of the people. So we have no continuing dis-
ability review. How would you handle that? 

Dr. AARON. The answer is, I do not know at this point. I do not 
pretend to have an answer to that question. You posed a difficult 
question. I want to inject one point, though, that I think is easy 
to forget. The most important thing—or let me amend that. A very 
important thing that could be done to slow the entrance of new 
people into disability would be to stimulate overall economic activ-
ity in this country. 

Senator COBURN. I agree. 
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Dr. AARON. Disability Insurance applications go up when job op-
portunities evaporate. That has been too true since the onset of 
this current recession. 

Senator COBURN. How do you square that, though, with what the 
law states: if there is any job in the economy you can do, you are 
not disabled? 

Dr. AARON. Well, actually there is a very refined grid for deter-
mining what constitutes disability that—— 

Senator COBURN. Yes. But Congress did not set that, the bu-
reaucracy set that grid. 

Dr. AARON. Well, that may be the case, but that is the way in 
which the—— 

Senator COBURN. But you would agree that what the law says, 
what the statute says is, if there is any job in the economy you can 
fill, you are not disabled? 

Dr. AARON. I have no reason to challenge that. 
Senator COBURN. So there is no question we have a big problem. 

I would suggest to you, when you become Chairman, that the first 
thing you all work on is disability because, aside from transferring 
funds from the Retirement Trust Fund, we do not have any other 
ability. What is going to happen to us—and I will bet Treasury can 
back this up—if we do not fix our problems, if the super committee 
does not get us down that way is, we are going to run into what 
Chairman Bernanke said. There is going to be a point in time 
where people will not loan us money, and we will not have money 
to put into disability. 

So the people who are truly disabled, those who are really de-
pendent, who really cannot work, will not be able to get a benefit 
equal to what their needs are. So I would just admonish you that 
the biggest priority ought to be coming with recommendations on 
what we do to make it accurate in terms of the determination of 
disability, to make sure we secure the trust fund, and that we have 
an ongoing ability, much as you said in your opening statement, to 
get people back to work. 

Because, in times of high unemployment, when somebody claims 
to be disabled because unemployment is high, that does not mean 
that their situation has changed other than they do not have a job, 
but it should not make any determination on their disability. Ei-
ther they are disabled or they are not. So we see this rise, and then 
we also see this large increase, which tells us that it is totally out 
of control. We will be putting out a report probably in the next year 
that hopefully will help you with what the Permanent Sub-
committee on Investigations is doing in terms of helping guide 
where to go. 

You brought up the question of Abt, or Abt Associates. 
Dr. AARON. Yes. 
Senator COBURN. You were a director there since 1979 until this 

summer. How involved were you in their work and oversight of 
what they were doing? 

Dr. AARON. The board, as is the case with most boards, did not, 
by and large, get into the detail of any particular study. We would 
occasionally hear reports about how different studies were going, 
and we would ask questions of those who were carrying them out. 
For the most part, we were involved in financial matters, whether 
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to sell the real estate on which the company’s offices were located. 
I headed at one point the search committee for a new CEO. That 
took a great deal of time. 

We would hear progress reports on the general financial situa-
tion and internal management problems. But the board did not in 
any case, as a board, get into specific studies. The exception to that 
is that one or more of the board members had particular expertise 
in certain research areas, and they might be involved as consult-
ants, independently of their board activity, with a particular 
project. During my tenure, I do not recall being in that position at 
all. 

Senator COBURN. Do you recall the fact that the U.S. AID Inspec-
tor General commented on one of their contracts concerning disas-
trous non-performance of a contract that cost the lives of Iraqi civil-
ians? 

Dr. AARON. I do remember the discussion about whether the com-
pany should bid on contracts in Iraq and the problems that arose 
thereafter. The board was divided on the decision about whether to 
bid in the first place. The company found considerable operating 
difficulties as a result of conflicts between U.S. AID and the De-
partment of Defense. I am aware of the findings, and the company 
greatly regretted those findings. We have done our best on other 
projects not to allow similar negative reports to emerge. 

Senator COBURN. In 2007, the Defense Contract Auditing Agency 
questioned over $2 million in costs because the firm charged the 
government for legal expenses incurred by Abt, had dinner, printed 
all sorts of things outside the Federal regulations on contracting. 
Were you aware of that? 

Dr. AARON. I was very much aware of the problem that arose. If 
you want, I could explain what happened and what the board did. 
As a result of that complaint, the company undertook a large num-
ber of internal reforms under, I have to say, a deferred prosecution 
agreement. The U.S. Attorney who was part of that operation and 
had brought the case was, to the best of my knowledge, entirely 
satisfied in the end with the procedural changes that the company 
had brought about. 

I think there is probably no topic in the last several years that 
has occupied the board more than repeated exchanges between 
them and the management of the company to make sure that every 
regulation with respect to foreign exchange, which was the subject 
of this matter, has been scrupulously followed. I, up to the time I 
left the board, was persuaded that the company had learned its les-
son and was performing well above any minimum standards for 
this area. 

Senator COBURN. Thank you for clarifying that. 
I just have one other area I would like to spend time with you 

on. Your personal positions and your writings do not disqualify you 
from this at all, so I do not mean to suggest that by asking the 
questions. But you and I have a completely different perspective on 
health care, and your writings on rationing are extremely con-
cerning to me. 

So, as the Chairman of the Board, you are going to set the prior-
ities on what you all write and what the topics will be. Having first 
outlined the difficulties we have with disability, and knowing what 
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is coming on Social Security, and the unfunded liabilities that we 
have associated with it, how much will health security be a part 
of the agenda that you set for the Board? 

Dr. AARON. There is something called MedPAC that deals with 
Medicare and provides advice to Congress. I think the Social Secu-
rity Advisory Board is going to have its platter full with issues re-
lating to Social Security. I do not see any direct involvement in 
overall health care policy. 

Senator COBURN. As you know, the Board has put out reports, 
in recent years, on the unsustainable cost of health care, which to 
me is fine, but they were not looking at disability when they were 
doing that. I agree with you, we have a lot of other people looking 
at health care today. 

Dr. AARON. Yes. 
Senator COBURN. So you would agree that the problems are big 

enough that you all will stick with Social Security in terms of—— 
Dr. AARON. That is my expectation. I am not going to make flat- 

out promises about what the Board will do because, in the end, al-
though I hope to have some influence on the Board’s agenda, I will 
be one of what I hope will be seven members of the Board, and oth-
ers will weigh in as well. 

The Executive Director of the Board has just taken on a new po-
sition, so one of the first challenges is going to be to identify who 
should succeed her. Whoever fills that job is going to have a voice 
as well in how the—— 

Senator COBURN. But the ultimate agenda is set by the Chair-
man. 

Dr. AARON. Absolutely. If I am fortunate enough to win approval 
and be designated as chair, I am looking forward to that with great 
anticipation. 

Senator COBURN. Thank you. 
Mr. Chairman, I would like to enter into the record a compilation 

of the studies that have been done throughout the country by quali-
fied experts on the amount of waste in health care, fully one-third 
of the dollars we spend on health care today. It does not help any-
body get well and does not keep them from getting sick, so the dis-
agreement that I might have with Dr. Aaron on health care has no 
application at all to his qualifications for being on this board. 

But I would note that there is an extreme difference in philos-
ophy. I believe we can allocate that without rationing. When we 
have that much waste, there are ways to do it without rationing 
somebody’s dialysis or somebody’s treatment for cancer. 

With that, I would ask permission to submit this for the record. 
Senator HATCH. Without objection, it will be placed in the record. 
[The information appears in the appendix on p. 53.] 
Senator HATCH. Well, we are grateful that you are willing to 

serve. We did not mean to just ignore the two of you in the middle. 
[Laughter.] 

Mr. FITZPAYNE. No problem at all. [Laughter.] 
Senator HATCH. That is what I figured. 
Senator COBURN. I do have one other question. 
Senator HATCH. Uh-oh. I should have—— 
Senator COBURN. Actually, it is for Secretary Miller. 
Senator HATCH. Sure. 
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Senator COBURN. About your statements on rating agencies—can 
you put yourself in their shoes, given what a poor job they did in 
terms of mortgage instruments that we saw, their case for liability, 
that, if in fact they are not accurate in terms of their assessment 
of rating U.S. Government debt, they can be held accountable in a 
court of law? Can you get over there to see that? Even though you 
might disagree with them, can you see that? They obviously did not 
do a good job. 

Part of the report Senator Levin and I put out from the Perma-
nent Subcommittee showed their failure in terms of rating stuff 
that was AAA rated that obviously was not. Can you identify that 
they might be much more cautious now and in the future because 
of the poor job that they had done in the past? 

Ms. MILLER. Well, first of all, I am not an attorney, so I am not 
sure I can weigh in on the legal question that you perhaps are rais-
ing there. But I think the rating agencies have a lot to answer for. 
I think that they are under a period of great self-investigation and 
market review, and even Congress, through some of the parts of 
the Dodd-Frank legislation, has to study their role. 

Senator COBURN. All right. Good enough. 
Thank you. 
Senator HATCH. Well, thanks to all of you. We will end the hear-

ing at this point. Thanks so much. We will just close the hearing 
until further notice. Thanks so much. 

[Whereupon, at 11:38 a.m., the hearing was concluded.] 
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