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Individual/Family Tax Issues

1.

During the campaign, President Biden pledged not to increase taxes on anyone making under
$400,000. However, a significant tax increase will go into effect on millions of middle-class
taxpayers in 2026 unless Congress acts to extend the tax cuts and reforms enacted in 2017. Given
President Biden’s campaign pledge, will you, if confirmed as Treasury Secretary, work with
Republicans in Congress to make these tax cuts permanent in order to prevent a massive tax
increase on American Families?

Answer: Expiration of particular aspects of the Tax Cuts and Jobs Act of 2017 will impact
taxpayers with incomes under $400,000. As noted, President Biden pledged during the
campaign that no American taxpayer with income under this threshold will be subject to a
tax increase. If confirmed as Treasury Secretary, I will work with members of Congress to
address the expiration of various aspects of the 2017 tax law, including in particular those
that impact middle-class taxpayers and families with incomes below the $400,000 threshold.

At various times during the campaign, President Biden suggested he would repeal the Tax Cuts
and Jobs Act either in full or in part. Please indicate (yes or no) whether the incoming Biden
Administration supports the following:

e Would the Biden Administration support repealing the doubling of the Child Tax Credit from
$1,000 to $2,000? If no, would the Administration support making this provision permanent?

e Would the Biden Administration support repealing the enhanced standard deduction, which
increased the standard deduction from $6,500 to $12,000 for singles, from $13,000 to
$24,000 for married couples, and from $9,550 to $18,000 for heads of household in 2018? If
no, would the Administration support making this provision permanent?

e  Would the Biden Administration support repealing the reduced tax rates put in place for
middle-class taxpayers, which included reducing the 15-percent bracket to 12 percent? If no,
would the Administration support making this provision permanent?

e Would the Biden Administration support repealing the qualified business income deduction,
which allows small businesses to deduct up to 20 percent of their qualified business income?
If no, would the Administration support making this provision permanent?

Answer: During the campaign, the President advanced a series of principles around tax
policy in general, and the 2017 tax cut in particular. In describing how he wants to repeal
the parts of the 2017 tax cuts that benefited the wealthiest Americans and large companies,
he clarified that the repeal of certain aspects of the tax law would be restricted only to those
taxpayers making more than $400,000 a year, with a firm commitment that taxpayers
earning less than this amount would not see their taxes increase. At the same time,
throughout the campaign and following the presidential election, President Biden has
proposed a series of tax cuts and policy initiatives, such as an expansion in the Child Tax
Credit and additional financial support for small businesses, aimed at strengthening the
progressivity of the tax code and aiding small businesses during the recovery. If confirmed,
I will work with Congress to implement a fair, efficient, pro-growth tax code that provides
relief for middle-class families, workers, and small business owners.



Senate and House Democrats have argued for repealing the $10,000 cap on the state and local tax
(SALT) deduction as part of pandemic relief efforts. According to the Tax Policy Center, a joint
project of the Urban Institute and Brookings Institution where you are a Distinguished Fellow,
such a proposal included in a House passed pandemic relief measure would provide the top 0.1
percent of households an average tax cut of nearly $144,000. At the same time it effectively
would give no benefit to the bottom half of households. In your opinion, does it make sense for
pandemic relief efforts to prioritize six-figure tax cuts for the wealthiest few when millions of
middle-class American families are struggling to make ends meet? Would you oppose including
a repeal of the SALT cap in any further relief or stimulus measures?

Answer: See response to question 4.

President Biden’s position on the SALT cap was less than clear during the campaign. Third-party
analyses of his campaign proposals have come to different conclusions on his intentions. For
instance, the Tax Policy Center assumes he would NOT repeal the SALT cap, but would allow it
to expire at the end of 2025. However, an analysis by the American Enterprise Institute assumes
his intent is to repeal the SALT cap. Can you please clarify what the incoming Administration’s
position is regarding the SALT cap?

Answer 3-4: In response to both questions 3 and 4, as I noted at the hearing, I certainly
believe in a fair and progressive tax code where wealthy individuals and corporations pay
their fair share. On this issue, as with many others, it is important to consider the entire
equation. For example, it is critical to study and evaluate what the impact of the SALT cap
has had on state on local governments, and those who rely upon their services. I will work
with those at Treasury and throughout the Administration in evaluating those impacts, as
well as other aspects of this issue.

President Biden has proposed reducing the estate-tax exemption amount from the current level of
approximately $11.5 million to only $3.5 million, coupled with an increase in the top estate-tax
rate from 40 percent to 45 percent. This change would disproportionately affect farmers and
small business owners in lowa and across the nation through wasteful compliance costs and
increased taxes. If confirmed, will you work to promote tax policy that will not harm farmers and
small business owners and their families?

Answer: If confirmed, I look forward to working with you to advance a range of policies
that the President has proposed to strengthen rural America and small businesses.

On the President’s estate tax proposal in particular, it may be helpful to note that only
about the wealthiest six out of every thousand estates would face any tax -- less than 1% --
and every couple with assets under $7 million would be fully exempt from the estate tax.



Retirement Tax Issues

6.

Millions of retirees and participants in multiemployer pension plans face an impending crisis.
Many plans are in poor financial health, and the PBGC’s multiemployer pension insurance fund is
projected to be insolvent in 2026 according to PBGC’s latest annual report. I am committed to
finding a bipartisan solution that can resolve this crisis. If confirmed, will you commit to
working with this Committee and other interested Senators on a long-term solution that will
secure the retirement benefits for these retirees while also reforming the underlying system and
ensuring taxpayer dollars will not be used to finance a private-sector system in perpetuity?

Answer: This is a critical time for the PBGC. Millions of working people and retirees are
counting on it to help pay and secure their hard-earned pensions. I know Congress has been
trying to address the multiemployer pension crisis for a number of years and, if confirmed,
I will work with this Committee and the Department of Labor to find and enact a
comprehensive solution to this problem. The President supports passage of the Butch-Lewis
Act, which offers low-interest loans to financially troubled multi-employer plans—helping
them to meet their commitments.

As part of his tax plan, President Biden has promised to change the tax benefits of contributing to
tax-deferred retirement accounts. Under the Biden plan, instead of contributing pre-tax dollars to
a retirement account such as a 401(k), workers would be entitled to a tax credit equal to after-tax
amounts contributed. If enacted, this approach would significantly change the way Americans
save for retirement and could end up discouraging retirement saving. If confirmed, will you
commit to working with this Committee to ensure that any changes to the retirement savings
system don’t disincentivize workers from saving?

Answer: During the campaign, President Biden called for the equalization of the tax
benefits for retirement saving across the income scale. There are many possible options for
making retirement contributions more generous to middle-income families. I look forward
to studying this issue further, as building wealth for the middle-class.

As you know, Congress passed the SECURE Act in 2019, which made improvements to the
retirement savings system. There is bipartisan support for additional legislation that would further
incentivize retirement savings and make it easier for small businesses to provide employees with
a retirement plan. If confirmed, will you support this effort?

Answer: I look forward to working with you to find ways to improve the retirement savings
system. During the campaign, President Biden proposed to give small businesses a tax break
for starting a retirement plan and giving workers the chance to save at work. In addition,
under the President’s plan, almost all workers without a pension or 401(k)-type plan will
have access to an “automatic 401(k),” which would provide the opportunity to easily save
for retirement at work — putting millions of middle-class families on the path to a secure
retirement.



9. Multiemployer pension plans are not the only pension plans facing a looming crisis. Many state
and local government pension plans are severely underfunded and, in too many cases, have been
mismanaged. Absent reform, these public pension plans may soon be unable to pay benefits to
retirees, and making matters worse, these state and local programs have never been covered by
the Pension Benefit Guaranty Corporation’s insurance program of last resort. This crisis has
caused some to suggest that the federal government should bail out these state-based pension
plans. Instead of taxpayers in all states bearing the responsibility for subsidizing the failing
pension plans of a few states, other options should be explored. For example, private-sector
solutions such as annuities could help transfer some of the risk away from the troubled plans. If
confirmed, will you commit to working with this Committee and other interested Senators to
evaluate all possible solutions to this crisis that will secure the retirement benefits for many
public-sector retirees while avoiding the need for taxpayers to subsidize state and local pension
benefits?

Answer: If confirmed, I look forward to working with members of this Committee and
other senators to explore this issue and evaluate potential policies that might address it.

Domestic Business Tax Issues

10. Prior to the Tax Cuts and Jobs Act (TCJA), the United States had one of the highest corporate
income tax rates among developed countries. TCJA lowered the corporate rate to ensure that our
domestic businesses would remain globally competitive. Even at 21 percent, the United States
still holds the 11™ highest corporate tax rate out of the top 36 developed countries, according to
the Tax Policy Center.'

President Biden has proposed increasing the 21-percent rate to 28 percent. If enacted, the United
States once again would have one of the highest business tax rates among developed countries.
Unfortunately, not just U.S. companies would be affected by the rate increase. There is an
economic consensus that a significant portion of the corporate income tax falls on workers in the
form of reduced wages and benefits. Even the Tax Policy Center, which is a joint venture of the
Urban Institute and Brookings Institution where you are a Distinguished Fellow, assumes 20
percent of the corporate tax falls on workers. Similarly, the Joint Committee on Taxation and
Congressional Budget Office have both concluded that 25 percent of the corporate tax is borne by
workers. If the corporate tax rate is increased to 28 percent as proposed, American workers will
also feel the burden through fewer jobs, reduced wages, and less benefits.

What are your views on increasing the corporate tax rate above that of most developed countries,
particularly if a significant portion of the rate increase would also be borne by American workers?

With the unemployment rate continuing to be high due to the COVID-19 pandemic, wouldn’t an
increase in the corporate tax rate that is borne in significant part by labor hinder efforts to restore
the historically low unemployment rates we saw in 2019?

! https://www.taxpolicycenter.org/fiscal-fact/oecd-corporate-tax-rate-ff-01042021.
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11.

Answer: As I discussed in my testimony, President Biden’s economic strategy and
investments in people, infrastructure, research and development--will create good-paying
jobs and make our economy more productive. The President believes that it is critical that
we raise additional revenues from the wealthiest Americans and corporations to cover
our long-term obligations to our nation’s seniors and many others.

The Tax Cuts and Jobs Act (TCJA) introduced Section 199A of the Internal Revenue Code,
which provides a 20-percent deduction for pass-through businesses, such as sole proprietorships,
partnerships and S corporations, with qualifying business income. Section 199A was intended to
provide parity for pass-through businesses that did not benefit from the reduction in the corporate
tax rate. Most small businesses operate in pass-through form, and many of these small businesses
have been hardest hit by the COVID-19 pandemic.

How do you view raising taxes on small businesses through the repeal of Section 199A?

Answer: President Biden is committed to improving the economic environment for small
businesses through a variety of strategies. This begins with providing necessary support
during the pandemic so that small business owners can keep their lights on, and continues
with an assortment of policies that will provide much-needed capital to aspiring
entrepreneurs--especially those in underserved communities and without existing banking
relationships.

For example, in the emergency package he unveiled last week, President Biden proposed
policies that would provide small businesses with the funding they need to reopen and
rebuild. In that package, President Biden proposed to (1) provide $15 billion in grants to
more than 1 million of the hardest hit small businesses and (2) leverage $35 billion in
government funds into $175 billion in additional small business lending and investment to
help entrepreneurs innovate, create and maintain jobs, build wealth, and provide the
essential goods and services that communities depend on.

President Biden is also committed to a tax code which rewards work, not just wealth, and
this extends to the work supplied by small business owners. As Section 199A is a relatively
new provision, I commit to studying its impact on small businesses since its inception to
determine the extent to which it is helping to improve the prospects of America’s small
business owners.



12. Currently, under Section 174 of the Internal Revenue Code, U.S. businesses can immediately
deduct research and experimental (R&E) costs, incentivizing research investment and job creation
in the United States. Beginning next year, however, U.S. businesses will be required to capitalize
and amortize those costs over five years rather than immediately deducting them. Immediate
expensing of research expenditures provides a critical incentive for investment in innovation.

President Biden’s “Made in America” tax proposals suggest that the Biden Administration plans
to encourage investment in manufacturing, jobs, and innovation in the United States. Would you
support maintaining the current immediate deductibility of R&E expenses, particularly during the
COVID-19 pandemic when advances in innovation are critical?

Answer: See immediately below for a combined response to questions 12 and 13.

13. As aresult of the Tax Cuts and Jobs Act (TCJA), business interest deductions were limited to 30
percent of earnings before interest, taxes, depreciation and amortization (EBITDA). However,
after this year, the limitation will be reduced further to 30 percent of earnings before interest and
taxes (EBIT). As aresult, U.S. businesses with significant depreciation, such as manufacturers,
will see the amount of interest they can deduct drastically limited, thereby increasing the cost of
capital. What are your views on further limiting the ability of U.S. businesses to deduct interest,
particularly at a time when some U.S. companies are borrowing to keep their doors open and
employees on payroll?

Answer: President Biden has proposed an array of reforms that would ensure the wealthiest
taxpayers and corporations pay their fair share. These and other proposals will be further
developed as part of the budget process, and, if confirmed, I look forward to continued
conversations with you about the President’s legislative agenda.

If confirmed, I will carefully consider the concerns you raise regarding deductibility of
research expenditures and limitations on business interest deductions, paying particular
attention to any effects on small businesses during the recovery.

14. President Biden has proposed a new 15-percent corporate minimum tax based on book income,
rather than taxable income as currently used in the tax code. As you know, book income, as
reported on a company’s financial statements, is designed to provide information on the
company’s performance for investors and creditors based on generally accepted accounting
principles. On the other hand, taxable income is computed in accordance with the Internal
Revenue Code and regulations as the basis for imposing taxes.

Under the tax code, U.S. taxpayers are permitted to adjust their taxable income by allowable
deductions, many of which reflect incentives that Congress intended to encourage certain
behavior. For example, bonus depreciation is intended to encourage U.S. companies to invest
more in capital expenditures, like equipment and fixed assets. Imposing a minimum tax would
effectively remove the benefit and undermine the legislative intent of those provisions. Further, it
would require companies and the IRS to calculate tax liability under different tax bases, creating
significant complexity for taxpayers and the IRS.

Given the important differences between accounting principles and the deductions permitted by
the tax code, do you agree there are legitimate reasons for substantial differences between book



income and taxable income and that book income is not an appropriate basis for a new alternative
tax regime?

Answer: The minimum book tax proposal was directed at asking those companies with low
or zero tax liabilities to pay their fair share. Research has identified many examples of
corporations with a large gap between their tax and book income. A minimum book tax
could help recapture the tax revenue lost to gaming and tax avoidance. I look forward to
working with you and others on this Committee on this issue, if confirmed.

15. Under the Coronavirus Aid, Relief, and Economic Security (CARES) Act, Congress created a
temporary rule allowing U.S. businesses to carry back net operating losses (NOLs) incurred in
2018, 2019, and 2020 to the prior five years. In the Health and Economic Recovery Omnibus
Emergency Solutions (HEROES) Act, House Democrats proposed to repeal the CARES Act NOL
provisions, effectively imposing a retroactive tax increase on businesses experiencing losses as a
result of the pandemic. The expected revenue effect of the changes proposed in the HEROES Act
was nearly $250 billion. Do you support this kind of retroactive tax change that would
significantly increase taxes on businesses experiencing losses? Do you agree with former
President Obama’s sound advice when he said during the aftermath of the financial crisis, “The
last thing you want to do is raise taxes in the middle of a recession”?

Answer: During the campaign, President Biden proposed an array of reforms that would
ensure the wealthiest taxpayers and corporations pay their fair share, including proposals
to increase the corporate tax rate to 28 percent and ensure robust taxation of overseas
profits. These proposals will be further developed as part of the budget process and, if
confirmed, I look forward to continued conversations with you about the President’s
legislative agenda. To the second part of your question, as I stated in my testimony, the
Administration’s immediate focus is ending the pandemic and helping families get
through the economic and public health crisis.

International Business Tax

16. Senator Wyden and I have been aligned in our opposition to digital services taxes that unfairly
discriminate against U.S. companies. To date, it has been the Administration’s position that any
solution reached at the OECD should not “ring-fence” the digital economy, as it would
disproportionately burden the U.S. business community and adversely affect U.S. fiscal security.
Will you continue to negotiate towards a multilateral agreement at the OECD that does not
unfairly target U.S. companies and compromise the U.S. tax base?

Answer: Yes, we are committed to the cooperative multilateral effort to address base
erosion and profit shifting through the OECD/G20 process, and to resolving the digital
taxation disputes in that context.



17.

18.

19.

20.

A multilateral agreement reached at the OECD may require Congress to ratify a multilateral
treaty and enact implementing legislation. It will become increasingly important that Congress be
closely engaged with the OECD process to ensure Members are on board with any potential
legislative changes that may be necessary. As negotiations continue at the OECD, will you
commit to keeping the tax-writing committees apprised of negotiations and developments
occurring at the OECD?

Answer: If confirmed, I very much look forward to working with the tax-writing
committees as we work through the OECD to update global tax rules in ways that stop the
race to the bottom on corporate taxation, and prevent global profit-shifting, while securing
the competitiveness of U.S. companies.

Pillar 2 of the OECD’s proposed “unified approach” would effectively create a global minimum
tax. The Treasury Department to date has made it a priority that the U.S. global intangible
low-taxed income (or GILTI) tax regime would be treated as a “deemed compliant” regime under
any multilateral agreement. Do you plan to continue to advocate for GILTI to be treated as a
deemed-compliant regime under Pillar 2?

Answer: The Biden-Harris Administration will pursue a comprehensive multinational
agreement to update global tax rules in ways that establish effective minimum taxation
rules, prevent global profit-shifting, and ensure that corporations pay their fair share. We
will pursue in a manner that will maintain competitiveness and diminish the

incentives that American companies now have to offshore activities. I look forward to
working with you and your staff on this important issue.

As part of the proposed Pillar 2 approach, the OECD has proposed an “undertaxed payment rule”
that would complement the global minimum tax. The undertaxed payment rule effectively would
tax a business on a payment made if the recipient business is not subject to a certain level of tax
with respect to the payment. U.S. businesses have voiced concerns that payments received by a
U.S. company from a foreign affiliate could be subject to the undertaxed payment rule if the
payment receives preferential treatment under the foreign derived intangible income (FDII)
regime or through the application of another preferential rate or credit regime. Will you advocate
to preserve the application of U.S. tax law, including FDII and other preferential rates and credits,
if Pillar 2 includes an undertaxed payment rule?

Answer: See response to question 18 above.

The Tax Cuts and Jobs Act (TCJA) created several new international tax regimes, including
global intangible low-taxed income (GILTI), foreign derived intangible income (FDII) and the
base erosion anti-abuse tax (BEAT). The Treasury Department has published extensive proposed
regulations that were analyzed, refined, and finalized through a thorough review and comment
process, consistent with the Administrative Procedure Act (APA). What are your plans for
reviewing and/or revising regulations in these areas?

Answer: If confirmed, I will implement and enforce tax laws fairly. Any review of
regulations will be done to ensure they are consistent with the law and Congressional intent.



21.

22.

President Biden has claimed that the Tax Cuts and Jobs Act (TCJA) incentivized U.S. companies
to move manufacturing and intangible property overseas. As I’ve previously pointed out, these
claims aren’t supported by the facts. The nonpartisan Joint Committee on Taxation has
concluded that the TCJA international provisions “are expected to reduce the incentives for this
‘profit-shifting” activity, resulting in an increase in the U.S. tax base.””

Further, available data confirms that TCJA is actually encouraging companies to invest more in
the United States. Data from the Bureau of Economic Analysis (BEA) show that, among U.S.
multinationals, employment, investment, research, and production in the United States has
increased at a faster rate in 2018 than the average rate over the past 20 years and faster than the
growth rate of U.S. multinational companies abroad.” BEA data also illustrates that the quarterly
average of dividend repatriations to the United States from foreign entities has tripled in the years
since the enactment of the TCJA.* Do you agree that significant changes should not be made to
the international tax system until the data on U.S. and foreign investment and repatriation are
fully analyzed and understood, and it can be confirmed that any such change would not reduce the
rate of employment, investment, research, and production in the United States?

Answer: I look forward to working with the dedicated career professionals at the Treasury
Department to ground tax policy-making in the best available research and evidence.
President Biden has laid out an ambitious set of tax proposals that would ensure that the
wealthy and corporations pay their fair share, including proposals to increase the corporate
rate to 28 percent and eliminate incentives for American companies to offshore operations.
These and other proposals will be developed further as part of the budget process, during
which they will benefit from the expertise of Treasury’s professional tax staff.

President Biden has proposed doubling the tax rate on global intangible low-taxed income
(GILTI) earned by foreign subsidiaries of U.S. companies from 10.5 percent to 21 percent. The
Biden proposal also would eliminate GILTI’s exemption for deemed returns under 10 percent of
qualified business asset investment (QBAI). While described as a “loophole,” QBAI is intended
to represent earnings attributable to physical infrastructure in a foreign country. Because GILTI
is intended to target intangible income, income attributable to tangible income should not be
subject to tax.

While President Biden has described GILTI as an incentive for U.S. companies to shift operations
overseas, before the Tax Cuts and Jobs Act (TCJA), many U.S. companies paid no U.S. tax on
their foreign earnings. An increase in the GILTI rate to 21 percent would make U.S. companies
far less competitive with their foreign counterparts because most foreign countries do not subject
a company’s foreign earnings to the same level of tax as domestic earnings. Coupled with the
elimination of QBALI, raising the rate to 21 percent would actually incentivize U.S. companies to
invert or be acquired by foreign companies, particularly given that the OECD is currently
considering a global minimum tax around 13 percent.

2 Joint Committee on Taxation, Macroeconomic Analysis of the Conference Agreement for H.R. 1, the “Tax Cuts
and Jobs Act,” JCX-69-17 (December 22, 2017) at 6.

? https://www.bea.gov/news/2020/activities-us-multinational-enterprises-2018

* https://www.bea.gov/news/2020/us-international-transactions-third-quarter-2020
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23.

24,

25.

What is your view on the United States imposing a 21-percent tax on foreign earnings if the
OECD is planning to implement a global minimum tax at or around 13 percent? Wouldn’t that
harm our U.S. companies by making them far less competitive?

Answer: I appreciate the concern with regard to the competitiveness of our U.S. companies
amidst a changing international tax landscape. A global minimum tax agreed to at the
OECD could, however, stop the destructive global race to the bottom on corporate taxation
and help discourage harmful profit-shifting.

President Biden’s “Made in America” proposal includes a 10-percent penalty on goods and
services imported by U.S. companies from foreign affiliates. This policy would only penalize
U.S. companies, putting them at a competitive disadvantage with similarly situated foreign
companies. It also ignores the reality of global supply chains. If our country penalizes imports
from foreign countries, couldn’t this policy encourage foreign countries to tax goods or services
imported from the United States?

Answer: The President’s objective is to create incentives for American companies to create
and maintain jobs at home. President Biden’s Offshoring Tax Penalty is specifically aimed
at those who offshore manufacturing and service jobs to foreign nations in order to sell
goods or provide services back to the American market when those jobs could have been
done by U.S. workers.

As you are likely aware, there are three new tax treaties with Poland, Chile, and Hungary that
have been pending with the Senate for a number of years. For each of these new treaties, there is
an open question as to how to resolve an interaction with the base erosion anti-abuse tax (or
BEAT), an international provision enacted as part of the Tax Cuts and Jobs Act after these treaties
were concluded. Will you make it a priority for the Treasury Department to work with this
Committee and the Senate Foreign Relations Committee to ensure that these treaties are ratified
and implemented as quickly as possible?

Answer: If confirmed, I look forward to working with the relevant committees of
jurisdiction to address the ratification issues that have arisen with respect to the
outstanding, concluded, but, as yet, unratified tax treaties with Chile, Hungary, and Poland.

The Treasury Department and Office of Management and Budget (OMB) currently have a
memorandum of understanding in place under which OMB’s Office of Information and
Regulatory Affairs (OIRA) reviews significant tax regulations issued by the Treasury
Department. What is your view of the OIRA review process for significant tax regulations, and
do you intend to preserve the arrangement requiring OIRA to review Treasury regulations?

Answer: I am committed to a robust and rational regulatory process. Regulatory decisions
should be made based on careful consideration of the effects of potential regulatory choices.
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26. Technical corrections are an inevitable but essential component of any newly enacted legislation,
including the Tax Cuts and Jobs Act (TCJA). Without enactment of the TCJA technical
corrections, the legislation will not operate fully as intended. Unfortunately, the TCJA technical
corrections haven’t advanced in Congress due to political issues, leaving taxpayers with
unnecessary uncertainty, compliance burdens, and hampering efforts to prevent abuse. Will you
work with the tax-writing committees to provide technical advice and support enactment of
technical corrections to TCJA and other tax legislation?

Answer: If confirmed, I would be committed to working with the tax-writing committees on
technical corrections on all legislation.

Other Tax Issues

27. Recently President Biden spoke about the need to help small businesses during the pandemic. In
so doing, he qualified his remarks by saying, “Our priority will be Black, Latino, Asian, and
Native American owned small businesses, women-owned businesses, and finally having equal
access to resources needed to reopen and rebuild.”” Can you commit that, if you are confirmed,
the Treasury Department will enforce the law equally for all Americans regardless of their race,
sex, sexual orientation, or political beliefs?

Answer: If confirmed, I would be committed to ensuring that the Treasury Department and
the IRS administer tax laws in a fair and even-handed manner, applying the law equally to
all Americans. This includes by helping small business owners from historically
marginalized communities have access to resources needed to reopen and rebuild.

28. Dr. Yellen, you have mentioned that there is more than a $7 trillion so-called “tax gap” projected
for the next 10 years. The tax gap is often mentioned as a way to pay for things, but I have yet to
see much in terms of concrete results from talk about closing the tax gap.

We have heard from many, including Treasury Secretary Mnuchin, that additional funding for the
IRS to perform more audits, for example, could be fruitful. But it won’t be fruitful if funds are
used to target tax-exempt organizations whose political beliefs do not align with the
administrations.

According to an October, 2020, post on the IRS website from an IRS enforcement official:
“Despite common misperceptions about IRS examination rates, the reality is that the likelihood of
an audit significantly increases as income grows.” There are other useful facts offered, some of
which don’t align with what we often see put forward by so-called activists.

Dr. Yellen, will you commit to working with the Committee, on both sides, to separate the myths
from the facts and help ensure that any additional resources for the IRS are used most efficiently?

Answer: If confirmed, I would be committed to ensuring that the Treasury Department and
the IRS administer tax laws in a fair and even-handed manner, keeping politics out of the
process. I will work with Congress to ensure that any increase in the IRS budget and staff is
used fairly and efficiently.

5 https://twitter.com/Transition46/status/1348403213200990209.
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29. In 2006, I authored important updates to the IRS whistleblower program. Since that time, the
program has been one of the most effective programs in addressing tax evasion, leading to the
recovery of more than $6.1 billion in taxes that would have otherwise been lost to fraud. While
over the years the IRS has taken a number of steps to improve the administration of
whistleblower program, there is always room for improvement. According to the Fiscal Year
2020 IRS Whistleblower Report, over the past two years awards to whistleblowers have markedly
declined while award-processing times have continued to steadily climb. As Treasury Secretary,
will you commit to supporting the whistleblower program and to work with me, the IRS, and
stakeholders to make improvements where necessary to ensure the program’s continued success?

Answer: Whistleblowers are an important asset to the integrity of the agency and tax
system more generally, and I will work to create an agency culture that respects
whistleblowers and the laws that protect them.

30. I have been a strong proponent of the bipartisan IRS private debt collection program, along with
Senator Schumer. In 2015, Congress updated and made mandatory the IRS private debt
collection program. This program is designed to chip away at the tax gap by requiring the IRS to
contract with private debt collectors to collect inactive tax debt due but unpaid. These are the tax
debts not being worked by the IRS and, absent this program, would likely never be collected.
The program has proven its ability to collect hundreds of millions of dollars in otherwise
uncollectible tax debts on an annual basis, including generating nearly half a billion dollars in net
revenue in fiscal year 2020 alone. At the same time, it has generated additional resources for the
IRS that have enabled the IRS to hire 400 compliance personnel and collect millions more in
additional revenue. As Treasury Secretary, can you assure me that the Treasury Department will
continue to operate the program to the full extent authorized under the law, including by ensuring
that all inactive debts as defined by the statute are provided to the collection companies in a
timely fashion?

Answer: If confirmed, I will work with the IRS to make sure that taxes are collected in an
efficient and effective manner.

31. In late 2019, the IRS announced that it was increasing its enforcement efforts against participants
and promoters of syndicated conservation-easement transactions. This past summer, Sen. Wyden
and I released a report following our investigation into these transactions, showing them to be
highly abusive tax shelters. The IRS estimates that promoters of these tax shelters have generated
about $36 billion worth of illicit deductions for their customers between 2010 and 2018. As
Treasury Secretary will you commit to maintaining the IRS’ enforcement efforts against
syndicated conservation-easement transactions and work with this Committee to enact legislation
to prohibit abusive conservation-easement transactions?

Answer: If confirmed, I will work to ensure that the IRS’s enforcement efforts are aimed at

abusive tax shelters of any kind, and look forward to considering and working with you on
the specific issue you raised.
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32. Over the last decade, accounts known as donor advised funds have grown substantially in
popularity and are now estimated to hold over $120 billion worth of assets. These funds allow
donors to claim a charitable tax deduction when they give money to the fund but before any of
those dollars are provided to working charities. Do you foresee the Treasury Department
regulating in this area to increase the flow of money out of these funds and into the hands of
working charities?

Answer: I believe it is imperative that we continuously examine various tax preferences
and deductions to ensure they are achieving their desired social and economic objectives. 1
look forward to working with the Treasury and the IRS, if confirmed, to learn more about
areas such as this when developing a robust tax regulatory agenda to ensure the country’s
tax laws are implemented and enforced fairly and effectively.

Matters Related to FSOC, OFR, and Financial Regulation

33. The Financial Stability Oversight Council is charged, in part, with identifying risk to the financial
stability of the U.S.
a. How do you define financial stability, and how do you measure it?
b. How do you define systemic risk, and how do you measure it?
¢.  What are the limiting principles that allow one to separate risks that are systemic from those
that are not?

Answer: As you know, the Financial Stability Oversight Council (FSOC) was created by
Congress under the Dodd-Frank Wall Street Reform and Consumer Protection Act (DFA)
following the Financial Crisis that brought the U.S. economy and financial system to the
brink of collapse. When the executive branch implements laws passed by Congress,
including carrying out the duties and fulfilling the responsibilities of the FSOC, we should
look to the law that created the FSOC.

While the DFA does not define either financial stability or systemic risk explicitly, various
provisions in the DFA use language that appears to indicate Congressional intent in how the
law should be viewed and executed. For instance, the long title of the legislation itself is
instructive: “An Act to promote the financial stability of the United States by improving
accountability and transparency in the financial system, to end too big to fail, to protect the
American taxpayer by ending bailouts, to protect consumers from abusive financial services
practices, and for other purposes.” That is, Congress intended for the executive branch to
promote financial stability by implementing those provisions that Congress carefully
crafted and spelled out in the DFA after numerous hearings, meetings, and discussions and
after a lengthy, and thorough legislative process, ranging from the enhanced prudential
supervision provisions in Title I (which is entitled “Financial Stability Act of 2010”), orderly
liquidation authority in Title II, and consumer protection provisions in Title X.

Indeed, one of the missions of the FSOC itself as spelled out by Congress with regard to
financial stability in the DFA is as follows: “to identify risks to the financial stability of the
United States that could arise from the material financial distress or failure, or ongoing
activities, of large, interconnected bank holding companies or nonbank financial companies,
or that could arise outside the financial services marketplace.” This provision appears
rooted in the experiences of the Financial Crisis, when the U.S. economy was close to ruin
following the failures and near-failures of large, interconnected bank holding companies
and nonbank financial companies that threatened and undermined financial stability.
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One of the criticisms of the prior regulatory architecture was that each functional regulator
was in its silo and none was charged with holistically monitoring the financial system for
risks that could threaten financial stability. Therefore, a core mission of the FSOC given by
Congress is to monitor the financial system for risks--systemic risks--that could threaten
financial stability by convening and coordinating with a group of regulators and staying
vigilant in its mission.

In terms of systemic risk, the DFA includes provisions that discuss systemic risk beyond
Titles I and II of the DFA. For instance, a number of provisions address systemic risk in
Title VII (Wall Street Transparency and Accountability Act of 2010) as well as Title VIII
(Payment, Clearing, and Settlement Supervision Act of 2010”). In Title VII, Congress
clearly had systemic risk in mind when creating a paradigm for regulating derivatives for
the first time, for example mandating that “In order to minimize systemic risk, under no
circumstances shall a derivatives clearing organization be compelled to accept the
counterparty credit risk of another clearing organization.”

And in Title VIII, Congress further set forth provisions relating to systemic risk in
addressing systemically important financial market utilities:

“The purpose of this title is to mitigate systemic risk in the financial system and promote
financial stability by--

(1) authorizing the Board of Governors to promote uniform standards for the--

(A) management of risks by systemically important financial market
utilities; and

(B) conduct of systemically important payment, clearing, and settlement
activities by financial institutions;

(2) providing the Board of Governors an enhanced role in the supervision of risk
management standards for systemically important financial market utilities;

(3) strengthening the liquidity of systemically important financial market utilities;
and

(4) providing the Board of Governors an enhanced role in the supervision of risk
management standards for systemically important payment, clearing, and
settlement activities by financial institutions.”

34. Large financial institutions are required to submit “living wills” to regulators, and “stress tests”

are performed on those institutions. Part of the reason offered for those examinations of the
institutions is that it is instructive to assess roadmaps of how institutions are arranged, and how
they might respond to stressed conditions.

President Biden, in December of 2020, criticized the federal government as having been caught
off guard and unprepared for cyberattacks, in association with breaches of the SolarWinds/Orion
platform.

Members of the Senate Finance Committee and House Financial Services Committee during the
Obama administration requested, numerous times and through many mechanisms, detailed
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35.

information from the U.S. Treasury and Federal Reserve about contingency plans at Treasury and
the Federal Reserve for any inability of the federal government to make timely payments on
federal debt obligations. Such an inability could arise because of cyber-attacks, a super storm
such as Sandy, breach of the debt limit, or other factors that temporarily knocks out federal
processing systems in financial networks or legal authorities to pay. Inquiries were made of you,
Dr. Yellen, when you served as Chair of the Federal Reserve Board, though many believe that
your responses were not complete or fully revelatory.

If requested, will you commit to providing Finance Committee Members, who have oversight
responsibility over federal debt, with details of Treasury’s contingency plans for what to do in the
event that, for whatever reason, the federal government is temporarily unable to make timely
payments on debt obligations?

Answer: I respect Congressional oversight and look forward to addressing your questions
about debt management, if confirmed. The market for U.S. debt is the most liquid and the
deepest government securities market. It is essential that we take every step to ensure this
never changes. This includes continuing to maintain the effective operations of our debt
management team. I am committed to taking steps to ensure that we avoid the risks you
outlined. As for one of the scenarios mentioned in the question--breach of the debt limit--as
you know there are a handful of steps that a Treasury Secretary can take to delay the
harmful impacts of a binding debt limit, and previous secretaries in both Democratic and
Republican Administrations have taken steps to address this. Ultimately, the ability to
avoid a debt ceiling impasse rests with Congress. Again, I would certainly want to work
closely with Congress to address in advance the issue of the debt limit to avoid its harmful
effects.

You have identified to the Committee that you “helped to establish a Division of Financial
Stability at the Federal Reserve Board.” Presumably, that Division has at its disposal resources
from the Federal Reserve’s budget to perform research on financial stability. At the same time,
the Office of Financial Research likely engages in research on financial stability.

a. Why is it efficient or productive to have multiple agencies performing like research?

b. If implications of research from differing agencies differ, presumably disagreements or
understandings could be reached bureaucratically within the FSOC structure, but is there any
reason to be concerned about setting up structures that could lead to lack of accountability
and abilities for agencies to point fingers at one another for failures in the event that we
realize financial instability?

Answer: Congress created the Office of Financial Research (OFR) in the Dodd-Frank Wall
Street Reform and Consumer Protection Act of 2010 to support the Financial Stability
Oversight Council (FSOC) in its mission, among others, to monitor the financial system for
risks that could threaten financial stability:

“The purpose of the Office is to support the Council in fulfilling the purposes and duties of
the Council, as set forth in subtitle A, and to support member agencies, by--

(1) collecting data on behalf of the Council, and providing such data to the Council
and member agencies;

(2) standardizing the types and formats of data reported and collected;
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36.

(3) performing applied research and essential long-term research;
(4) developing tools for risk measurement and monitoring;
(5) performing other related services;

(6) making the results of the activities of the Office available to financial regulatory
agencies; and

(7) assisting such member agencies in determining the types and formats of data
authorized by this Act to be collected by such member agencies.”

While a division of the Federal Reserve would presumably support the Federal Reserve, the
OFR by statute is mandated to support the entire FSOC by, among others, providing data
to the member agencies of the FSOC as well as making the results of its activities available
to financial regulatory agencies.

It may be that each member agency has some capability related to financial stability from
that agency’s perspective. It appears clear from the statutory language, however, that
Congress created the FSOC to, among others, play a coordinating role among the member
agencies to provide a holistic view of overall risks to the financial system, and created the
OFR to support the FSOC in its endeavors in terms of data and research.

You and other anticipated Biden nominees for Treasury positions have signaled that you have
interest in somehow building up the Office of Financial Research (OFR). That Office, set up by
the Dodd-Frank Act, promised a lot in terms of essentially scanning the financial landscape to
find heat maps of risks to a weakly defined notion of “financial stability,” but delivered little of
use. The OFR similarly utilized taxpayer resources on a quest to expand Legal Entity Identifiers
to help monitor the financial landscape and activities; again, lots of promise, but little return for
the investment of taxpayer resources. What, in particular and in terms of details, do you intend to
do to beef up the OFR, and why do you think it will be useful outside of employing yet more
government researchers and bureaucrats and arranging more seminar and research conferences?

Answer: Congress created the Office of Financial Research (OFR) in the Dodd-Frank Wall
Street Reform and Consumer Protection Act of 2010 to support the Financial Stability
Oversight Council (FSOC) in its mission, among others, to monitor the financial system for
risks that could threaten financial stability. In creating the OFR, Congress explicitly
mandated that the OFR would fund itself not from taxpayer dollars, but instead from
assessments on large, complex bank holding companies and nonbank financial companies
designated for supervision by the Federal Reserve.

The mission of the OFR is an important one--that of supporting the FSOC with data and
research capabilities--but it is by no means a cure-all for all policy questions and issues and,
like any other organization, it is only as capable as the staff and the resources allocated
allow it to be. It has been reported that the staffing level at the OFR has been reduced
significantly in the past four years, and while it cannot be said with certainty at this point
exactly what the specific staffing level or scope of assignment should be, it seems clear that
there should be an assessment of staffing for the OFR to appropriately fulfill its statutory
mission of providing support for the FSOC.
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37. In a 2012 paper titled “Behaviorally Informed Regulation,” authors Michael S. Barr, Sendhil
Mullainathat, and Eldar Shfir proposed, among other things, a scheme in which credit-card
issuing firms could charge late fees that “they deemed appropriate, but the bulk of such fees
would be placed in a public trust to be used for financial education and assistance to troubled
borrowers.” Firms could keep a share of the fees, but “the bulk™ of the fees would effectively be
nationalized and presumably controlled by the federal government’s behaviorists. Do you support
such a scheme of effectively nationalizing late fees on things like credit cards?

Answer: With the establishment of the Consumer Financial Protection Bureau (CFPB), that
agency is responsible for consumer financial protection regulation. Congress enacted the
CARD Act, which reformed credit card practices. My understanding is that these reforms
have improved consumer experiences and reduced consumer costs.

a.  What would a “new Dodd Frank™ entail?
b. Do you think that the Dodd-Frank legislation failed and there is, therefore, a need for a new
one?

Answer: Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 (DFA) was
enacted by Congress in the aftermath of the Financial Crisis to address, among others,
issues raised by the large, complex financial institutions whose material distress and failure
threatened financial stability, and to strengthen the financial system to better withstand
future crises.

The FSOC was one of the reforms to come out of the DFA, whose statutory mission is to
monitor threats to financial stability. Other reforms included enhanced prudential
standards, living wills, and stress tests, among others, that helped to strengthen the financial
system compared to the pre-Financial Crisis era. While the DFA was helpful in providing
authorities to address issues highlighted by the Financial Crisis, the passage of time has also
shed light on new issues that may be necessary to deal with. If confirmed, I would be glad
to work with Congress to discuss whether and how to further strengthen our oversight of
the financial system.

38. Do you intend to, in effect, resurrect and expand on the “operation chokepoint” efforts of the
Obama administration through regulatory actions to have financial firms channel or restrict credit
according to partisan and normative views, perhaps under the guise of “reputation risk?”

Answer: As you know, regulatory actions generally would be the purview of the prudential
regulators -- not the Treasury Department -- and the regulators operate as independent
agencies not under the supervision of the Treasury Department. That said, I understand
that this is an issue of importance, and if confirmed, I would be happy to discuss this issue
further to ensure that I’m fully appreciative of your concerns.
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39. Do you intend to take regulatory actions using authorities at the Financial Stability Oversight
Council to have financial firms channel or restrict credit according to partisan and normative
views?

Answer: Congress created the Financial Stability Oversight Council (FSOC) under the
Dodd-Frank Wall Street Reform and Consumer Protection Act (DFA) following the
Financial Crisis to, among others, monitor threats to financial stability. In my view,
maintaining the stability of the U.S. financial system is not, and should not be, a partisan
issue, and if I have the honor of being confirmed, I would faithfully execute the laws that
Congress passed to safeguard our economy and our financial system. And in carrying out
the duties of the Treasury Secretary under the statutes enacted by Congress, I hope to work
with Congress to understand the views and concerns of members of Congress.

Climate Change and Regulation

40. In your October 2020 Group of Thirty (G30) paper, from a working group on climate change and
finance that you co-chaired with Mark Carney, titled “Mainstreaming the Transition to a Net-Zero
Economy,” you call for establishment of independent “Carbon Councils,” and advocate for
governments to delegate decisions to those councils to determine policies toward climate change
that are insulated from “short-term political preferences.”

a. Please describe whether you will advocate for such global climate councils, which would
remove decision-making and authority from Congress, and why you think that would be
good for constituents that Members of Congress represent and for the democratic process?

b. You also call for governments to set clear timelines for making climate-related financial
disclosures by private-sector entities “mandatory by 2023.” What would that mean for the
U.S., and is that something you will try to do administratively, perhaps through an
interpretation of FSOC authorities?

Answer: Climate change is an existential threat to not only our environment, but also our
economy. President Biden has released a detailed plan to combat climate change, including
rejoining the Paris Agreement, investing in sustainable infrastructure, and creating new
green jobs. If confirmed, I will support him in implementing that plan at the Treasury. As
we discussed in the Finance Committee policy meeting prior to my confirmation hearing,
the views expressed in this paper are not views that I’ve discussed with President Biden and
are not part of the President’s planned approach to address the climate crisis. President
Biden and I both respect Congress’s vital role in addressing this issue and we hope to work
with members of this Committee and others in Congress to pass legislation needed to
combat this urgent threat.

Moreover, climate change poses a potential systemic risk to the American economy, and I
believe we must seriously look at assessing the risks to the financial system from climate
change. This will be an issue regulators will also have to think more about in the years
ahead, and we need to ensure that we have appropriate processes and regulations necessary
to assess and mitigate this risk.
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41. The Climate 21 Project, which “taps the expertise of more than 150 experts with high-level
government experience, including nine former cabinet appointees, to deliver actionable advice for
a rapid-start, whole-of-government climate response coordinated by the White House and
accountable to the President,” produced a “Transition Memo” for the Department of the
Treasury. The 22-page memo provides a detailed listing, and timeline, for development of the
unelected authors’ preferred agenda for tackling climate challenges at Treasury.
a. What recommendations of the Climate 21 Project’s Transition Memo for Treasury do you
intend to implement?

Answer: The President and I plan to listen to and incorporate input from many
stakeholders in developing the Administration’s climate policy. Some of the suggestions in
the memo--including announcing a commitment to this issue and integrating climate into
our international diplomacy--are actions President Biden has already made clear will be
taken across this Administration. Going forward, the President’s climate agenda will follow
from the ambitious plan he has laid out.

42. You have mentioned “stranded assets” several times during your confirmation process as a risk
from climate change that you seem to believe could become some sort of aspect of a risk to
financial stability.

a. Is the anticipated shut-down of the Keystone XL project by the incoming administration an
example of stranded assets, where investments have been made and the federal government
intervenes to strand them and make them worthless?

b. Is one of the largest risks to realizing large amounts of stranded assets a risk that the federal
government will take unanticipated (when the investments were made) actions to make such
assets essentially worthless, because of actions by the federal government intended to shut
down production in sectors such as coal or other “fossil fuels?”

Answer: Stranded assets are a possible result when new forms of clean energy,
transportation, and production displace those that have contributed to climate change.
While government policy can play a role in setting market incentives, the transition from
the finite supply of fossil fuels and other energy sources that contribute to climate change
with renewable energy sources is not a decision or choice. Climate change is an existential
threat to not only our environment, but also our economy. If confirmed, I will work with
President Biden to help build a sustainable and more resilient economy.

Treasury Administrative Matters

43. Do you intend to resurrect the Obama administrations failed and ill-designed myRA retirement
savings scheme, partly by misusing the permanent, indefinite appropriation provided to Treasury
for compensating financial agents?

Answer: The myRA retirement savings account, intended for people with taxable
compensation income but who lack access to an employer-sponsored retirement plan, was
designed to remove common barriers to saving, and give people an easy way to get started.
If confirmed, I would want to assess whether this product or any other vehicle to promote
savings would be appropriate and in demand under these new economic conditions.
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44. Will you commit to providing the Committee with a frequently updated listing of financial agents,

45.

46.

and their contractual responsibilities to Treasury, and all fiscal agency agreements with the
Federal Reserve?

Answer: The National Bank Acts of 1863 and 1864 grant the Treasury Department the
authority to retain financial agents to provide services on its behalf. Financial agents have
the fiduciary obligation to protect the interests of the United States. Financial Agency
Agreements (FAA) entered into by Treasury do not constitute procurement contracts under
the purview of Federal Acquisition Regulations. However, we are committed to providing
information about our fiscal agents and financial agency agreements with full transparency
and in a timely manner, to the extent required by all applicable laws and regulations,
without compromising the integrity of the nature of the information requested.

In 2016, the Obama administration transferred $1.7 billion to Iran in cash, ultimately delivered in
the form of pallets of (non-U.S.) cash, purportedly as part of a settlement of a decades-old
arbitration claim between the U.S. and Iran. The transaction involved use of the so-called
Judgment Fund housed at Treasury’s Bureau of the Fiscal Service and payments-system resources
of the Federal Reserve. At the time, since the Judgment Fund did not allow processing of
individual claims of amounts over 10 digits, $1.3 billion of payment was divided into 13 claims
01 $99,999,999.99 and one claim of $10,390,236.28. To my knowledge, Members of the Senate
Finance Committee, who have oversight responsibility over Treasury, did not receive any
advance notice or consultation regarding the outsized and unusual payments.
a.  Will you commit to informing the Finance Committee upon receipt of any request by a
federal agency or body to make Judgment Fund payments that are outsized and unusual prior
to payments being made?

Answer: I am committed to working with Congress generally, and the Finance Committee
specifically, on oversight matters. If confirmed, I will consult with the Finance Committee
on concerns related to payments from the Judgment Fund.

In a June 7, 2016 article in the Huffington Post titled “The Koch Brothers are Trying to Handpick
Government Officials. We Have to Stop Them.”, Senators Warren, Schumer, and Whitehouse put
forward allegations, that have subsequently been shown to be false, against a Republican
nominee for a Social Security Trustee position and a Republican nominee to a seat on the SEC.
The authors identified that the two nominees had worked at a think tank that received financial
support from the “Koch brothers.” The nominees, and officials at the think tank identified that
their research was not guided or constrained by any institutional donors, though the authors
seemed unconvinced, calling directly into question the integrity of the nominees.

Given the sensitivity of some to institutional funding, especially if funding is provided to
institutions that include conservative scholars, and given that the Charles Koch Foundation
provided substantial funding to the Brookings Institution when you worked there, as did many
“wealthy corporations” and billionaires:

a. Should there be concern that you, in your position as Treasury Secretary, if confirmed, will,
as the authors of the article referenced above warn, “serve the wishes of wealthy
corporations and their billionaire owners™?

b. Should concerns about think-tank funders be limited to think tanks that allow scholars to
pursue conservative thoughts?
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47.

c. Should there be a double standard with respect to who is and who is not suspected of being
influenced by corporations and “billionaires” depending on their political positions?

Answer: As I said at my hearing, my lifelong commitment to putting people back to work,
to making sure small businesses and working families have relief they need to survive
economic downturns like this one, comes from my heart and has been the story of my life.
That is what will influence me, if confirmed, as Treasury Secretary.

The American Economic Association, of which you were President, has a policy of publishing
papers only if data and code used in the analysis are clearly and precisely documented and access
to the data and code is non-exclusive to the authors.
a. Do you agree that such a policy should be applied to analyses performed and models and
data used by the federal government, including agencies, aside from any administrative data
that are not allowed to be publicly shared?

Answer: The American Economic Association is committed to the replicability of research
published in its journals. In order to facilitate replication, authors of accepted papers that
contain empirical work, simulations, or experimental work must provide information about
the data, programs, and other details of the computations sufficient to permit replication.
The American Economic Association provides funding for a data replication team that
ensures that the results of papers published in its journals can be replicated running the
same code and data that the authors used. Moreover, the availability of the code and data
allows outside researchers to attempt broader definitions of replication, allowing the further
development of evidence on the questions posed in the research and thus the advancement
of science. Replication is an essential part of science, and therefore I am in support of
facilitating replication. However, it is also important to note that replication comes after the
original researchers have completed their work and have advanced to the stage of
acceptance for publication. The association does not, for instance, require an author whose
work is under consideration to submit their data and empirical strategy as they may need to
continue their research before it is ready for publication. If confirmed, I look forward to
advancing research and its replicability within the federal government.

b. Will you consult with the Finance Committee if Treasury officials or officials at the IRS are
contemplating special arrangements, such as hiring as temporary IRS or other agency
employees, to enable researchers from outside government to gain access, under the guise of
performing academic research, to data otherwise not sharable with private citizens (such as
sensitive tax information)?

Answer: The IRS has, for many years, run the incredibly successful Statistics of Income
(SOI) Joint Statistical Research Program. This program has helped provide new
understandings of taxpayer behaviors that aid in administering the U.S. tax system, and
new insights and understandings of the ways that existing tax policies affect individuals,
businesses, and the economy. While this program was delayed due to COVID, a new call for
researchers is planned for December 2021. These partnerships are cost-effective ways to
learn about the many ways in which federal government policies impact Americans.
Moreover, I appreciate how significant our economic needs are, and how we must leverage
all of our resources to think creatively about how to best put the country’s economy back on
stable footing. It is equally as essential that appropriate precautions are taken to ensure that
data privacy is preserved. If confirmed, I will work with the Treasury and the IRS to
continue robust data protection and access practices. And I will do everything possible to
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protect Treasury data. I look forward to working with you and the entire Finance
Committee to develop creative ways to better leverage the talent of government employees
and outside researchers to improve tax and fiscal policy for all Americans.

48. If confirmed as Treasury Secretary, you will help manage the debt, including the maturity
structure of outstanding U.S. debt.

a. Do you believe that the optimal weighted-average maturity of the debt is above, below, or
equal to where it now stands?

b. Do you plan to consider issuing any new federal debt instruments?

c. Ifyou decide to issue any new federal debt instruments, or decide to hold a higher average
cash balance at Treasury, will you commit to informing the Finance Committee, which has
jurisdiction over the debt and Treasury operations, prior to so doing?

d. Ifthe Federal Reserve in the future adopts yield curve control measures, how will you
coordinate with the Federal Reserve with respect to implications for any target by Treasury
of the average-maturity of the debt?

Answer: You raise important questions about the structure of the national debt. If
confirmed, I look forward to reviewing current Treasury practices with respect to debt
issuance, including analyzing the weighted-average maturity of the debt; discussing whether
we have the right mix of federal debt instruments; and understanding the cash balance
needs of the federal government. I believe that Congressional oversight and partnership on
these issues is vital, and look forward to working with you on the full range of concerns
regarding debt management that you have raised.

Matters Related to Treasury Secretary’s Role as Managing Trustee of Social Securitv and Medicare
Trust Funds

49. Social Security benefits are said to be “earned benefits,” in that for every dollar of FICA tax paid
in for disability or retirement benefits, there is a commensurate benefit that accrues to the
taxpayer. An old Franklin Roosevelt quote is often invoked to reinforce the earned-benefit
notion; in 1941, Roosevelt stated that “We put those payroll contributions there so as to give the
contributors a legal, moral, and political right to collect their pensions and their unemployment
benefits. With those taxes in there, no damn politician can ever scrap my social security
program.” To some, it is important that Social Security programs remain as ones that can be
characterized as earned benefits, meaning, again, that there is a benefit commensurate with every
unit of tax paid in. Otherwise, some fear, dependence of Social Security benefits on partial
general-fund revenue, or revenue cloaked as Trust Fund revenue but accruing to the Trust Funds
as tax payments that do not carry any associated benefit accrual, would lead to Social Security
being characterized as some sort of “welfare,” and benefits being thought of as mere transfers to
which recipients do not necessarily have legal, moral, or political “rights.”

a.  What, to you, is meant by “earned benefit” in the context of Social Security benefits?

Answer: Social Security was designed to ensure that every American is adequately prepared
for retirement. The program recognizes that people who earn more may need a higher
income in retirement to maintain a living standard in retirement that is commensurate with
what they enjoyed while working. As such, higher earning Americans typically pay more
into the system and receive greater Social Security payments in retirement. However, Social
Security was also designed to reduce elder poverty by ensuring a minimum living standard
in retirement regardless of earnings while working.
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50.

51.

b. Do you believe it is important to maintain a link between a benefit and a tax, such that for
every unit of Social Security taxes paid in there is a commensurate claim to a pecuniary
benefit?

Answer: The linkage between tax payments and Social Security benefits is particularly
important for the lowest earning Americans who are contributing to Social Security even
while facing pressing financial need in their daily lives. That their contributions are directly
linked to their future well-being is essential. President Biden supports lifting the earnings
cap on wealthy taxpayers with more than $400,000 in wages to pay the same rate on their
income as other workers. Requiring such high earning tax payers to continue to pay into
Social Security is not only crucial for the fiscal health of the program, but also for
maintaining equity in the system.

Do you believe that Social Security, while not being a main driver of future deficits, does
contribute to deficits in the on-budget part of the, and the consolidated, federal budget?

Answer: Spending out of the Social Security Trust Fund is an indicator of the need to
continually monitor and evaluate the Social Security program in order to ensure that this
crucial safety net that has helped protect the elderly from poverty since its inception endurs.
Social Security is off-budget, in part, because the Greenspan Commission determined that
changes in the Social Security program should be made only for programmatic reasons. I
appreciate that as the population ages, shortfalls in Social Security are likely to increase,
and that may require consideration of reform. President Biden has called for a Social
Security reform package that would boost benefits for vulnerable beneficiaries — including
widows and widowers, workers with low lifetime incomes, and older beneficiaries — and
provide an across-the-board increase for all beneficiaries. The plan also improves the
long-run fiscal position of the Social Security Trust Fund by asking wealthy taxpayers to
pay the same rate on their income as other workers. On the whole, President Biden’s plan
would provide older Americans a more secure retirement. I look forward to working with
Congress, if confirmed, to discuss these important issues, and ensure that the Social
Security program continues for decades to come without burdening middle-class taxpayers.

The Secretary of the Treasury is the Managing Trustee of the Social Security and Medicare Trust
Funds. The Medicare Hospital Insurance Trust Fund is expected to be exhausted in a few short
years. The Supplemental Medical Insurance Trust Funds is expected to continue to require
General Fund transfers that can crowd out other spending priorities. Do you believe that the
precarious state of Medicare's finances is a pressing problem that should be addressed by the
Biden Administration?

Answer: While the last report of the Trustees found no material change in the solvency of
the Medicare programs relative to the prior year, Covid has accelerated the depletion of the
Medicare Hospital Insurance Trust Fund according to Congressional Budget Office
projections released in September 2020. Thus the state of Medicare’s finances remains
something that requires close attention and evaluation. President Biden is committed to
ensuring the stability of Medicare, and providing Americans with greater access to
Medicare by lowering the eligibility age. These changes are part of President Biden’s
commitment to improve access to healthcare for all Americans.
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General Matters

52. Your record and statements indicate that you may find “behavioral economics” to be useful. To

53.

some, behavioral economics is merely a way for economists to open up additional degrees of
freedom into their analysis; and, with additional degrees of freedom, analyses lose rigor and
results of the analyses become highly questionable and normative, in the minds of some. Some
also believe that behavioral economics, and the “nudges” offered by them, often represent
arrogant claims by elitists that, somehow, infallible “experts” or “technocrats” are needed to
nudge, guide, cajole, and regulate the fallible non-experts because those fallible people, for
various possible “behavioral” reasons, simply don’t make choices that are in their own best
interests. Do you support behavioral economic analysis and, if so, what discipline is there to
prevent behaviorists from try to regulate and constrain Americans simply because of normative
preferences of the behaviorists?

Answer: Behavioral economic analysis reflects the progress of economists in their quest to
study how people make decisions given the many constraints they face. A fundamental
premise is that people optimize, and do the best they can to make good decisions given their
values, preferences, and opportunities. Over the past several decades, economists have
discovered systematic ways in which individuals’ decisions deviate from prior economists’
assumptions. Behavioral economics seeks to replace old assumptions that have proven to be
untrue using the insights of psychology and the evidence provided by experiments and
observational data. As a result, economics has become a more rigorous social science. These
insights give us a better understanding of how Americans are likely to experience and
respond to public policy, and provide useful insight into the likely impact of policy on
people’s lives. Moreover, they provide accountability to ensure that policy choices have
their intended effect. Your question refers to the insight of behavioral scientists that people
are more likely to choose a default option rather than actively choosing the non-default
option. That insight does suggest that good policy choices should recognize that the resulting
default option will be chosen by a large share of Americans and therefore should be
beneficial to a large share of Americans.

The so-called Heroes Act (H.R. 6800), which passed in the House of Representatives in May,
2020, directs the Federal Reserve, in Sec. 110801, in unusual and exigent circumstances, to
purchase obligations issued by any State, county, district, political subdivision, municipality, or
entity that is a combination of any of the several States, the District of Columbia, or any of the
territories and possessions of the U.S. Such purchases would occur within proposed
modifications to the Municipal Liquidity Facility that was established under section 13(3) of the
Federal Reserve Act, and the modifications would have to be made to, among other things,
“ensure that any purchases made are at an interest rate equal to the discount window primary
credit interest rate...commonly referred to as...the ‘Federal funds rate’”’; and, to “ensure that an
eligible issuer does not need to attest to an inability to secure credit elsewhere.” Given that the
Federal funds rate is near-zero, Sec. 110801 in effect requires that the Federal Reserve make
near-zero-interest rate loans to states, municipalities, and the like, independent of whether those
jurisdictions are able to secure credit elsewhere—something that turns the Federal Reserve into an
agency providing assistance that is close to grant making.
a. Do you support the policies called for in Sec. 1108017
b. More generally, do you support requiring that the Federal Reserve make loans to potentially
non-creditworthy borrowers at the Federal funds rate?
¢. More generally, do you support allowing the Federal Reserve to make grants to private or
governmental entities?
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Answer: The country is currently facing an unprecedented pandemic that has exposed
economic inequalities rooted in our financial system for generations. I believe that it is
imperative that the government does its part to catalyze an economic recovery that is both
equitable and sustainable, and supports policies that pursue these outcomes. Right now,
taking too little action poses the greatest risk to the health of our economy, the livelihoods of
the American people who drive that economy, and future generations. I support, and will
pursue actions that provide aid to fully distribute the vaccine, reopen schools, deliver badly
needed aid to state and local governments, support small business owners - and most
importantly get people back to work, if confirmed. From Georgia to Montana and Nevada
to Maine, first responders, educators, other essential workers need our help now.

You seem to oppose rule-based monetary policy, and instead prefer discretion. Do you
symmetrically not support rules-based economic stabilizers, such as unemployment insurance tied
formulaically to economic measures, and instead prefer fiscal-policy discretion that is consistent
with a continuing role for Congress and representative democracy?

Answer: Automatic stabilizers play a critical role in mitigating the negative impacts of
recession. Our current system needs both updating and expansion, as evidenced by the
economic strain placed on workers and families during the most recent downturn.
Designing and implementing a modern and effective system of automatic stabilizers is an
important step to take now, so that we can minimize the negative impacts of any future
recessions. I am eager to work with Congress, if confirmed, on ways to automatically adjust
the length and amount of relief depending on health and economic conditions so future
legislative delay doesn’t undermine the recovery and families’ access to benefits they need.

You have, in recent years, identified that, in terms of long-term deficits, adjustments are needed
in fiscal policies in light of demographics and what you referred to in 2017 as an “unsustainable
debt path.” Abstracting from the serious recession- and crisis-related economic challenges that
we face, what fiscal policy adjustments do you believe are needed, and do any of them not
involve simply raising taxes?

Answer: The most important thing we can do today to set us on a path to fiscal
sustainability is defeat the pandemic, provide relief to the American people, and make
long-term investments that will benefit future generations. There are long-term budget
challenges. The President is committed to implementing responsible policies that grow the
economy, ask high-income Americans and corporations to pay their fair share, and give our
country even more capacity to face the challenges ahead.

The President is committed to putting the country on a fiscally sustainable path and making
sure that what we do now leaves future generations better off. Past experience suggests
that, in times of economic weakness and low interest rates like today, taking the kind of
action that the President supports to provide aid to Americans and help support the
economy can lead to lower debt as a share of the economy even when financed by larger
deficits in the short run. That’s because the action leads to a healthier economy that
generates more revenue and less in the way of future safety net spending.

It is also urgent that we invest in the American people, in innovation, and in our physical
infrastructure, because such spending will produce returns in the years ahead and leave
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future generations better off. Another important fiscal policy adjustment is the more
efficient delivery of public services. For example, during the campaign, President Biden
introduced several health reforms that would bend the growth in health costs, such as a
plan to save billions by allowing the federal government to better negotiate drug prices.
These reforms, coupled with higher rates of economic growth, can drive down long-term
debt and deficits. In fact, the Penn-Wharton Budget Model found that the Biden health plan
decreases the public debt by 4.6% over 10 years and 10.7% over 30 years.

Do you support a wealth tax, and will you advocate for a wealth tax, including construction of an
entirely new measurement and monitoring apparatus to track an entirely new tax base?

Answer: President Biden has proposed to tax the investment income of families making
more than $1 million at the same rate they pay on their wages and to tax some previously
untaxed capital gains on the final return of wealthy taxpayers. These reforms would remove
biases in the tax code that favor wealth over work.

Do you believe a wealth tax is constitutional?

Answer: I would defer to constitutional scholars on this question, though I note that
President Biden has not proposed a wealth tax.

What do you believe international evidence on the efficacy, or not, of wealth tax schemes tells us
regarding whether or not it is useful to construct one in the U.S.?

Answer: I would need to undertake a careful review of this literature before I could offer a
nuanced assessment of the lessons we could draw from the international evidence on wealth
taxes for a wealth tax in the U.S. context.

Former Treasury Secretary Lawrence Summers has written that “Lack of income growth and
opportunity for middle class families is a fundamental problem in American society. So too is
rising inequality. The role of moneyed interests in shaping policy is also a crucial political
problem. Wealth taxation is not an effective approach to any of these problems.” Do you agree
with Summers’ conclusion that wealth taxation is not an effective approach to the problems he
identifies?

Answer: I would need to undertake a careful review of this literature before I could offer a
firm conclusion.

Economists Gabriel Zucman, Emmanuel Saez, and Thomas Piketty have established a clear
political agenda, with what is apparently a purely normative animus toward rich people, and little
else of policy substance, guiding their policy prescriptions. Those activists have become
renowned for playing fast-and-loose with data, definitions, interpolations, and the like in order to
force massaged data to conform with their normative prior policy preferences. With respect to
claims about the progressivity of the U.S. tax system, for example, Zucman and Saez have
claimed that the top 400 richest Americans pay a lower tax rate than the bottom 50%, which even
liberal economist and former Treasury Secretary Lawrence Summers is quoted as having said is
“substantially inaccurate and substantially misleading.” Numerous economists have questioned
results, methodology, and attempts at federal budget scoring of proposals put forward by Zucman,
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Saez, and Piketty in various co-authorship permutations. With the understanding that analyses,
data, and claims from Zucman, Saez, and Piketty face credibility challenges, do you intend to rely
on analyses and data that they produce in efforts to increase progressivity of the tax code in order
to act on inequality.

Answer: Tax policy-making should be grounded in the best available research and evidence.
There is broad agreement in the economics profession that income and wealth inequality
have increased in recent decades, though the precise magnitudes differ across studies and
methodologies. Similarly, there is broad agreement that higher taxes on wealthy families
can raise substantial amounts of revenue and make the tax code more progressive.

There is no single best source of data or analysis for all purposes, but, if confirmed, I will
work to ensure that Treasury’s research and policy analysis is rigorous and based on the
best available research.

Measures of income inequality differ according to data and techniques used. Are you aware of,
and can you comment on, any analyses that use administrative data to find inequality increases
over the recent past that are smaller than those found using other data?

Answer: As noted above, there is a broad agreement in the economics profession that
income and wealth inequality have increased in recent decades, though the precise
magnitudes differ across studies and methodologies.

Some believe that, independent of revenue raised or lost because of implementation of a wealth
tax, it is important to institute a wealth tax so “billionaires” and high-wealth individuals do not
hoard such wealth.
a. Do you support implementation of a wealth tax with the primary or sole intention of
ensuring that there are fewer people with high wealth levels?
b. If so, what social problem would you be intending to solve by implementing the wealth tax?

Answer: As noted above, President Biden has proposed to tax the investment income of
families making more than $1 million at the same rate they pay on their wages and to tax
some previously untaxed capital gains on the final return of wealthy taxpayers. These
reforms would remove biases in the tax code that favor wealth over work. He has not
proposed a wealth tax.

According to a post on the Internal Revenue Service’s website titled “Audit Rates Increase as
Income Rises,” dated October 20, 2020, and authored by Deputy Commissioner Sunita Lough:
“Despite common misperceptions about IRS examination rates, the reality is that the likelihood of
an audit significantly increases as income grows.” The posting provides data showing that
higher-income taxpayers were audited at much higher rates in 2013-2015 than other taxpayers,
and presents challenges surrounding audits of lower-income taxpayer receiving EITC (such as
error rates on tax returns claiming EITC of around 50% and the improper payment rate involving
EITC claims of more than $17 billion each year).
a. Do you agree with the data provided by Deputy Commissioner Lough in the aforementioned
posting?
b. How would you address the seeming high error rates and high improper payment aggregate
associated with taxpayers receiving EITC?
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Answer: It is also important to note that IRS estimates also show that EITC errors are

responsible for less than 10% of taxes that are not paid on time, while studies show that the
top 1%of filers may be responsible for more than a quarter of that “tax gap.” Furthermore,
about a fifth of households who are eligible for the EITC do not file a tax return to claim it.

If I have the privilege of being confirmed, I look forward to working with Treasury, the
IRS, and Congress to ensure that IRS tax compliance and enforcement activity is focused
towards the largest sources of the tax gap, and that the tax laws are fairly applied for
working families and wealthy filers alike. I would also work to both reduce EITC error and
ensure that working families in fact receive their hard-earned credits, such as by working
with the Treasury Department and Congress to reduce complexity and barriers to accurate,
easy tax filing.

On December 2, 2020, Project Syndicate published an article by Joseph Stiglitz titled “What
Yellen Must Do.” In the article, Stiglitz wrote that “some $500 billion of this ‘global money’
[SDRs] could be issued overnight if only the U.S. Secretary of the Treasury would approve.”
And, he wrote: “Biden could give the green light.”
a. Do you agree with Stiglitz’s recommendation, and do you plan to issue $500 of SDRs?
b. More generally, will you commit to consulting with Congress, on both sides of the aisle,
before pledging any additional funding, or rearrangement of existing funding, to multilateral
international institutions such as the IMF?

Answer: We must make sure that the IMF and World Bank are doing everything they can
to ensure that developing countries have the resources for public health and economic
recovery. We must also get the most vulnerable countries the debt relief they need at this
critical time. I know that there are a variety of proposals out there. If confirmed, I will
direct my team to analyze the full range of ways that the international community can
strengthen its support for the most vulnerable countries during this emergency. Ilook
forward to studying the issue further and pledge to adhere to the legal requirement to
consult with Congress before making a decision on the U.S. position on an SDR allocation.

You have advocated for additional “relief” funding for state, local, and other units of government,
based partly on forecasts of “lost revenue.” Those forecasts, since the onset of the pandemic,
have been far off the mark. Moreover, they are often based on historical patterns between things
like revenue and unemployment rates that obtained in past periods in which the economy was
subject to recession-inducing forces, but nothing at all like we have seen since early 2020.

a. Do you continue to advocate for additional state, local, and other government relief?

b. If so, what data on revenue realizations guide your advocacy, and what studies of lack of
state, local, and other government “relief” in past recessions lead you to believe that without
additional funding now, recovery from a recession would be held back in some ways, and do
you think that your assessment reflects a consensus from academic literature on the topic of
efficacy of federal relief aid to state, local, and other governments?

Answer: Relief for state and local governments remains essential to combat the pandemic,
restart our economy, and reopen our schools. States and localities need funds for public
health and education, and to keep front line workers on the job. The last thing we would
want would be for states and localities to lay off teachers, transportation workers, sanitation
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workers, or the health care workers, firefighters, and police officers so essential for public
health and safety.

There is strong evidence from past recessions that a failure to support state and local
governments will make this crisis worse. I understand that this recession is different from
prior ones and have been closely following changes in state and local revenue and
expenditure. Based on that ongoing review, it remains the case that state and local
governments all across our country need the support of the federal government in this time
of need.

The incoming administration desires to reset the federal minimum wage to $15, despite warnings
from the Congressional Budget Office that such a move could cost upwards of 3.7 million
workers a job. Of course, given variations in the cost of living across the country, $15 for a
worker in, say, New York City or Berkeley, California, is far different that for a worker in, say,
West Virginia. And paying $15 an hour as an employer in Iowa is different, in terms of
production costs, than in states with higher overall living costs. A $15 minimum hourly wage is
only a bit below the May, 2019 median hourly wage for all occupations for West Virginia.

a. Do you agree with the 2019 analysis from the Congressional Budget Office that increasing
the minimum wage, depending on how the increase is implemented, will result in 1.3 million
workers becoming jobless, and there is a two-thirds chance that the change in employment
could be a decrease of up to 3.7 million workers?

b. Do you believe that many low-wage workers will become displaced by technology if a $15
minimum wage in enacted?

¢. Do you believe there are negative employment effects of increasing the minimum wage at
both the extensive and the intensive margin?

d. What economic literature do you rely on to make your assessments regarding effects of an
increase in the minimum wage to $15, which is well outside the size of an increase that
could be comfortably thought of as being within the relevant range of applicability of
existing studies?

e.  Would you support implementation of indexation such that an increase in the federal
minimum wage to $x per hour is implemented, but with $x per hour applying to any states
with price levels equal to the national median and the minimum wage in other states or
municipalities indexed to state or municipal living costs using the Bureau of Economic
Analysis’s Regional Price Parities (RPPs) measure?

Answer: Raising the minimum wage will lift tens of millions of Americans out of poverty
while expanding access to opportunity for countless small businesses nationwide. It matters
how it’s implemented, and the President’s minimum wage will be phased in over time,
giving small businesses plenty of time to adapt. Raising the wages of the lowest paid workers
in America can unlock billions of dollars of consumer spending that could be used to fuel
demand for the essential goods and services small businesses provide. With greater revenue
coming in, entrepreneurs can not only pay their employees higher wages (which will
increase productivity and retention), but also invest in new equipment, expand their
operations, and grow their business.
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Recent reports indicate that unemployment insurance fraud in California alone may total $8 to
$10 billion. Fraud takes resources away from those to whom the federal government intends to
help and places them in the hands of undeserving fraudsters, some of whom seem to recently have
been parts of organized crime rings, perhaps with international scope. I’ve already asked the
Department of Labor to investigate California’s unemployment insurance system, since the
Governor of the state does not seem very interested in being serious about reining in fraud. And,
in the relief package that was enacted just a few weeks ago, I argued for strengthened anti-fraud
protections, while Democrats did not want many—if any—protections, partly based on a notion
that fraud detection could involve use of racial- or income-biased risk-based fraud-detection
systems.
a. Do you believe, with billions of dollars of fraud in the unemployment insurance system,
additional fraud detection is important?
b. Do you believe that it is possible to enact legislation calling for systems of risk-based fraud
detection without the result being use of systems or algorithms that have racial- or
income-based biases?

Answer: The unemployment insurance (UI) program has provided a lifeline to millions of
Americans in need. Due to the depth of this economic crisis, state agencies have been
working tirelessly, and are stretched thin under this massive workload trying to get benefits
to qualified applicants. I am supportive of efforts to combat Ul fraud that do not impede
working families from accessing funds when they need them most. If confirmed, I look
forward to working with Congress and the Department of Labor on this important issue.

You have referenced low interest rates as a partial rational for massive expansions of federal
spending, and have identified that debt service costs are important to monitor with respect to
future fiscal challenges.

a. Do you believe that there are risks that, given the maturity structure of outstanding debt and
associated “rollover” risks in federal debt financing, interest rates could rise above what
most currently expect, thereby increasing likelihood of a fiscal crisis?

b. Is advocacy for massive expansions of federal spending under a belief that long-term real
interest rates will remain low for a long time into the future a risky bet, effectively using tax
obligations of future generations as the wager, that rates will remain low for a long future
period?

Answer: In the current environment, the most pressing challenge is to overcome the
pandemic and rebuild our economy. That will require additional relief, as proposed by
President Biden. I look forward to working with the Congress to secure that relief.
Presently, interest rates are at historically low levels, and our interest burden as a
percentage of GDP is also quite low. Therefore, in the current environment, it makes sense
to focus on the relief needed to support families and businesses. I look forward to working
closely with Treasury’s debt management professionals to ensure we have an effective
borrowing strategy. Over the longer term, as I have often stated, we need to ensure that our
country is on a sustainable path with respect to our debt burden. I look forward to working
with Congress on these important issues, if confirmed.
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69. In the past, I believe that you have identified that, outside of recession or an economic “crisis,”
long-term fiscal sustainability, including existing unsustainable mandatory spending programs, is
something that is important to be concerned about.

a. Do you believe that now?
b. Ifnot, and if your views have changed over the past couple of years, please explain how
your views have changed and what evidence led you to change your views.

Answer: In the current environment, the most pressing challenge is to overcome the
pandemic and rebuild our economy. That will require additional relief, as proposed by
President Biden. I look forward to working with the Congress to secure that relief.
Presently, interest rates are at historically low levels, and our interest burden as a
percentage of GDP is also quite low. Therefore, in the current environment, it makes sense
to focus on the relief needed to support families and businesses, rather than on the overall
level of our national debt. Over the longer term, as I have often stated, we need to ensure
that our country is on a sustainable path with respect to our fiscal position, including with
respect to assuring that our safety net programs are robust and sustainable. I look forward
to working with Congress on these important issues, if confirmed.

70. You identified during the hearing on your anticipated nomination that some public projects have
been shown to promise “extremely high returns.” One idea put forward by you and others is that
“investments” by the federal government in things like infrastructure projects with “high returns”
would be prudent in the face of low real financing costs.

a. What are the public projects that you claim have been shown to promise “extremely high
returns.”

b. How are those returns measured?

c. How long will it take for the projects you identify as having extremely high returns to
actually generate those returns (i.e., how “shovel ready” are they)?

Answer: Public projects can generate meaningful economic gains through a variety of
mechanisms. For example, projects can increase economic activity by raising productivity,
increasing labor supply, or stimulating the macroeconomy in the face of falling growth.
Estimates by economists regularly find that each $1 of public spending can boost economic
activity by well-over $1.5 -- and sometimes substantially higher. Examples of stimulative
investments can also include unemployment insurance for workers facing long-duration
unemployment, temporary increases in food stamps, as well as funding needed
infrastructure projects.

The returns to public spending are measured through a variety of metrics, including
increased economic activity, higher levels of employment, and even increased revenue. The
amount of time required for these programs to generate returns can vary from one quarter
to several years. In the case of investment in young children’s education, it can take over a
decade for the returns to fully materialize -- although the gains persist for a generation.
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Your response to my question on rural interests during the hearing on your anticipated
nomination was somewhat disappointing. It sounded as though you are intending to pursue
general policies aimed largely or solely at economic aggregates, with a notion that anything you
do in the aggregate will be enough to ensure equitably shared returns for rural families and rural
economies. Do you have any ideas for policies that focus on rural and agricultural interests,
given that many in rural America have felt left out of any returns from globalization and
Washington D.C.-based decision making?

Answer: I share your concerns that too many rural communities have been left behind by
globalization and other forces, and I am committed to pursuing policies that specifically
ensure that the unique needs of rural Americans are addressed. I believe there are
opportunities, for example, in our efforts to expand access to capital and provide credit to
entrepreneurs to pay special attention to ensuring that programs are available and
accessible to rural small businesses. If confirmed, I look forward to working with you and
members of the Committee to achieve that goal.

Do you believe that underfunded state and local public pensions pose a risk to financial stability
in the United States?

Answer: States and localities face a wide range of conditions with regard to their public
pensions, which can create varying challenges for their own fiscal situations -- even if state
and local public pensions are not typically considered a major risk factor to overall
financial stability. If confirmed, I would look to pursue an economic agenda that would
support the kind of broad-based economic growth that would also have a positive impact on
public pensions.

Republicans in Congress during the Obama administration had developed proposals to help
address state and local public pension challenges. Will you commit to working with Congress
and Members of the Finance Committee on both sides of the aisle in examining the issue?

Answer: I look forward to learning more about proposals that members of this committee
have developed on the issue, if confirmed.

Given what I expect will be proper efforts on your part to examine diversity at the Treasury
Department, your views on diversity will impact your decision making. With respect to a recent
lawsuit alleging that Harvard University’s admissions processes discriminate against Asians:

a. Why did you join an amicus brief to seemingly reinforce your view that statistical
procedures and arguments used by your Berkeley colleague Professor David Card were
more carefully executed than procedures and arguments used by the opposing side?

b. Do you believe, given arguments and analyses that you have seen related to the case, that
Harvard admissions do not discriminate against Asians?

c. Using data from a lawsuit against Harvard, an April 2020 National Bureau of Economic
Research paper (Working Pater 27068) by Arcidiacono, Kinsler, and Ransom identifies that
they “show that there is a substantial penalty against Asian Americans in admissions with
limited scope for omitted variables to overturn the results.” Do you find the results of that
paper to be relevant to your views expressed in the amicus brief that you joined, and do the
results weigh on your views of whether or not Harvard has discriminated against Asians
through its admissions processes?
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Answer: I signed the amicus brief and supported the arguments that were laid out within it.
I cannot speak further to the admissions process at Harvard, but as I said at my
confirmation hearing, issues of diversity, inclusion and racial equity are incredibly
important, particularly at this moment in history when the pandemic has taken an
unbelievable and disproportionate toll on low-income workers and especially people of
color. And because I am so concerned about the impact on minority communities, the very
first meeting that I had after my nomination was announced was with representatives of
racial and economic justice groups to hear directly from them what their needs are. The
focus of having diverse viewpoints and leadership within the Treasury Department will
continue to be one of my top priorities.

The U.S. private motor coach, school bus, and domestic passenger vessel industries have suffered
unprecedented economic losses and furloughed hundreds of thousands of employees over the past
10 months due to the pandemic. Collectively, these industries have furloughed or laid off an
estimated 308,000 employees due to the COVID-19 pandemic. These businesses do not expect to
see the start toward a return to “normal” business operations until mid- to late 2021, at the
earliest, forcing their employees to remain out of work or be lost to other industries. Congress
provided some relief for these industries in the legislation signed into law on December 27, 2020.
That bill provided $2 billion in grants for these industries to be jointly administered by the
Department of Treasury and the Department of Transportation.

a. Because this is an entirely new program that needs to be established by the Department of
the Treasury in consultation with the Department of Transportation, what can the
Department of the Treasury do to expedite development of the program and distribution of
the funds?

b. Will you commit to expedite, if confirmed, this program and do everything possible to get
funds to these companies as soon as possible?

c.  Will you commit to providing the Finance Committee with details of the guidance and
criteria that Treasury will use to administer these funds as soon as they are developed?

Answer: The $2 billion grant program included in the legislation signed last December is an
important source of support for the private motor coach, school bus, and domestic
passenger vehicle industries. I recognize the importance of these industries and the people
they employ. If confirmed, I will work closely with leadership of the Department of
Transportation to implement this program as quickly and effectively as possible, and I look
forward to consulting and working with the Finance Committee on this important program.
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Taxes:

Submitted by Senator Crapo
January 20, 2021

A number of countries have imposed or plan to impose discriminatory digital services taxes
(DSTs) that unfairly target U.S. companies. The Finance Committee has expressed bipartisan
opposition to unilateral measures like DSTs, and advocated for countries to reach a multilateral
agreement at the Organisation for Economic Co-operation and Development (OECD).

Will you continue to negotiate toward a multilateral agreement at the OECD that does not
unfairly target U.S. companies and compromise the U.S. tax base?

Answer: Yes, we are committed to the cooperative multilateral effort to address base
erosion and profit shifting through the OECD/G20 process, and to working to resolve the
digital taxation disputes in that context.

House and Senate Democrats have proposed lifting the limitation on the deduction for state
and local taxes (SALT). Given the effect of the pandemic on our country and economy,
Congress has passed significant relief bills that focus on unemployed Americans and smaller
businesses that are struggling. The proposal to lift the SALT cap, on the other hand, would
overwhelmingly benefit wealthy households. According to the Joint Committee on
Taxation, over half the benefit from repealing the cap would go to taxpayers with incomes
over $1 million, and 94 percent of the benefit would go to taxpayers with incomes over
$200,000.

What is your view of lifting the SALT cap, and do you think now is the time for a tax break on
high-income individuals and households?

Answer: As I noted at the hearing, I certainly believe in a fair and progressive tax code
where wealthy individuals and corporations pay their fair share. On this issue, as with
many others, it is important to consider the entire equation. For example, it is critical to
study and evaluate what the impact of the SALT cap has had on state on local governments,
and those who rely upon their services. I will work with those at Treasury and throughout
the administration in evaluating those impacts, as well as other aspects of this issue.

One area of bipartisan agreement is on the issue of retirement savings. Congress passed the
SECURE Act in 2019. With my support, many of my colleagues in both houses and on both
sides of the aisle are working to develop further legislation to promote retirement savings, which
should be a top priority for the Finance Committee.

As Congress considers additional legislation, do you commit to working with Congress on a
bipartisan basis to enact policies that will further enhance Americans’ ability to save for
retirement?

Answer: President Biden has proposed giving small businesses a tax break for starting a

retirement plan and giving workers the chance to save at work. In addition, under President
Biden’s plan, almost all workers without a pension or 401(k)-type plan will have access to
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an “automatic 401(k),” which provides the opportunity to easily save for retirement at work
— putting millions of middle-class families on the path to a secure retirement. I look forward
to working with Congress to improve Americans’ retirement security.

Housing Finance Reform:

4. Earlier this month, Treasury and FHFA announced revisions to the Preferred Stock Purchase

Agreements (PSPAs) for Fannie Mae and Freddie Mac.

What are your views on the content of these changes, and what are the conditions under which
you would support an exit from conservatorship?

Answer: It is critical that we have a housing finance system that works for all Americans,
with widely available, affordable mortgage credit for home ownership as well as affordable
rental housing. We need a system that promotes financial stability as a whole, as well as one
that protects consumers and taxpayers and provides stability to households. A core feature of
the U.S. housing finance system is the 30-year fixed rate mortgage. I look forward to working
across the Administration and with the Congress in support of these goals, if confirmed.

Non-proprietary machine-readable data (FSOC):

S.

Dr. Yellen, I have long advocated for use of non-proprietary machine-readable data that is fully
standardized, searchable, and transparent. This data modernization increases accountability to
citizens and investors, and improves the government’s ability to monitor and enforce compliance
processes.

In your role as Secretary of the Treasury and as the Chair of FSOC, will you encourage federal
agencies to use non-proprietary machine-readable data formats that are easily downloadable?

Answer: I am aware that this topic has been of high interest to you and your staff for many
years and I appreciate your focus on the issue. If confirmed, I will work with FSOC
member agencies as well as the Office of Financial Research to review existing standards
and practices to ensure that the federal government is able to make the most informed and
transparent policy decisions possible.

Climate Change and Bank Disclosures:

You have noted several times that you intend to make fighting climate change a priority as
Treasury Secretary. Why do you think financial regulation is a more appropriate avenue to curb
climate change rather than other agencies uniquely focused on agriculture and the environment?

What kind of financial regulation are you looking at (financial disclosure, FSOC requirements, or
something that impacts capital)?

Answer to 6 and 7: Climate change is an existential threat not only to our environment, but

to our economy. Combating climate change will require leadership and action from various
agencies, including Treasury. Structuring the right rules in the financial marketplace will
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ensure that institutions and their leaders are planning for the risk presented by climate
change, protecting both the environment and the economy from crisis.

Fair Access to Banking:

8.

First, and as you are fully aware, I am a strong opponent of Operation Chokepoint. During
Chokepoint, we saw several politically disfavored industries, such as firearms and oil and gas,
become essentially unbanked during this time, and in fact, it is still occurring today due to
political pressure. I note all of this because I strongly support the OCC’s fair access rule and
believe that legal industries should be banked.

How will you ensure that ALL federally legal industries have fair access to banks, even with the
political pressure that they face?

Answer: If confirmed, I plan to direct a review of all recently released rules and regulations.
However, the fair access rule was promulgated by the OCC, which is an independent
banking regulator.

Insurance Capital Standard Transparency:

9.

The International Association of Insurance Supervisors (IAIS) continues its work to develop the
global risk-based Insurance Capital Standard (ICS), which is intended to serve as a common
language for supervisory discussions of group solvency and minimum Prescribed Capital
Requirement (“PCR”) for Internationally Active Insurance Groups. The ICS is an effort to define
comparable standards and determine solvency levels for Internationally Active Insurance Groups
(IAIGs). However, there is concern that the ICS does not fit U.S. markets and is incompatible
with the state-based regulation of insurance in the U.S.

Treasury, the Federal Reserve Board (Fed), and the National Association of Insurance
Commissioners (NAIC) have expressed these concerns about the ICS, and Team USA has also
diligently been working on an alternative — the Aggregation Method — to meet the stated
objectives of the IAIS in a less disruptive and costly manner. Furthermore, the Economic Growth,
Regulatory Relief and Consumer Protection Act (EGRRCPA) also requires that the Treasury, Fed
and FIO to study and report on the impact on consumers and markets in the U.S. before
supporting or consenting to the adoption of any final international insurance capital standard.

Will you commit to engaging with the FSB and TAIS so the Aggregation Method, the preferred
approach of U.S. supervisors for measuring group-capital, is deemed to be outcome equivalent to
the ICS?

Answer: As with many questions of financial regulation, coordinating with our allies and
with international bodies like the Financial Stability Board is essential to achieving
regulatory outcomes that serve American interests and protect financial stability. And it is
critical that international regulatory standards be designed to serve different markets with
diverse structures and needs. Insurance is no different. I am committed to engaging with
international bodies like FSB and IAIS to achieve regulatory outcomes consistent with the
interests of American market participants and state-based regulators, and I will continue
the Federal Insurance Office’s efforts to study the effects of ICS on U.S. insurance markets,
if confirmed.
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Debt:

10. For the last three years, you served on the Board of Directors of the Committee for a Responsible

Federal Budget (CRFB). In its estimate of all of the Biden campaign proposals, the CRFB
projects that even if all of the trillions of dollars in proposed Biden tax increases were enacted,
the Biden plan would still increase deficits by $5.6 trillion over the next ten years, under their
central estimate.

How sustainable is the current path of the U.S. debt and associated deficits, and what steps can
you take to put the U.S. on more stable fiscal footing in the long-term?

Answer: In the current environment, the most pressing challenge is to overcome the
pandemic and rebuild our economy. That will require additional relief, as proposed by
President Biden. If confirmed, I would look forward to working with the Congress to secure
that relief. Presently, interest rates are at historically low levels, and our interest burden as
a percentage of GDP is also quite low. Therefore, in the current environment, it makes
sense to invest in the relief needed to support families and businesses. Over the longer term,
as I have often stated, we need to ensure that our country is on a sustainable path with
respect to our debt burden. I look forward to working with Congress on these important
issues, if confirmed.

Financial Stability Oversight Council (FSOC):

11. You have mentioned that you supported the de-designations of some institutions previously

designated by FSOC. You also mentioned that you agree it is important to regulate activities that
heighten systemic risk, and that it in many cases that approach makes more sense than regulating
individual firms. However, you have also said that individual firms also pose systemic risks and
it is important to supervise and regulate them. Under the Trump Administration, the FSOC has
been meaningfully reoriented toward activities-based designation.

Do you agree with the guidance issued by FSOC on activities-based designations, and exhausting
all available remedies to financial risks prior to considering entity-based designation?

Answer: As you know, the idea behind FSOC is to coordinate among regulators so that
significant risks to our economy do not go unaddressed because they do not fall wholly into
the purview of one regulator’s jurisdiction. My view is that the FSOC should address risks
whatever their origin. But our focus must remain on stability in our financial system and
ensuring that we are prepared to mitigate market disruption in times of stress.

I understand that the legal landscape has shifted somewhat since the Obama
Administration, but I believe the FSOC should have the tools to protect our economy from
systemic threats, whether they’re presented by a single firm or risky actions by an array of
firms.

However, designation was never meant to be a one-way street — the procedures required an

annual review and firms should continually be evaluated and are certainly able to adjust
their business models to be less risky in an effort to be de-designated.
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National Security Policy Concerns:

12.

13.

14.

15.

16.

17.

If confirmed, you will be the first Treasury secretary to enter your term as a statutory member of
the President’s National Security Council, thus, ensuring that the economic and financial
dimensions of national security are as carefully considered as more traditional military,
intelligence and diplomatic concerns. The list of national security concerns that you will face as
Secretary on day one is long and growing, and includes the enforcement of U.S. sanctions against
Iran, Russia, North Korea, Venezuela and companies in China linked to its military; and, too,
investment decisions before the Committee on Foreign Investment in the United States (CFIUS).
From among these national security concerns, I have a number of questions --

Foremost, then, will you commit to holding bad actors accountable, to dismantle the financial
networks of terrorist organizations and others who seek to perpetrate harm against the United
States and to ensure that U.S. foreign investment protects the national security interests of the
United States?

How should the United States persuade other nations to follow our lead when it comes to
sanctions against various targets, whether it be Iran, North Korea or terrorist groups?

What is your view of the Joint Comprehensive Plan of Action (JCPOA), the sanctions relief it
provided Iran, and the continued enforcement of US sanctions mandated by law?

Will you use the voice of the United States to oppose IMF and World Bank loans to Iran and
other state sponsors of terror?

China has long been one of the biggest violators of U.S. sanctions. If confirmed, how would you
go about seeking better cooperation from China on sanction matters?

Finally, how should the United States persuade other nations to follow our lead when it comes to
sanctions against various targets, whether it be Iran, North Korea or terrorist groups?

Answers to questions 12-17: I commit to using Treasury’s sanctions and enforcement
authorities to identify and dismantle the financial networks of terrorists, proliferators, and
others who seek to perpetrate harm against the United States. I furthermore commit to
overseeing a rigorous review of foreign investments in the United States through the CFIUS
process. This vital work to our national security is something we will do both independently
and in coordination with partners abroad, through regular and formalized dialogue,
information sharing, and joint actions. If such coordination does not succeed, the Treasury
Department should be prepared to strongly urge other nations to join us in targeting
dangerous terrorists and proliferators, and expose their complicity if necessary. When it
comes to our competitor China, we must ensure that it is not allowed to violate our
sanctions.

With regard to the JCPOA, The Biden-Harris Administration is committed to ensuring that
Iran takes the appropriate steps to resume compliance. Iran will only enjoy sanctions relief
under the JCPOA if it complies with its nuclear constraints. Furthermore, if confirmed, I
will ensure that Treasury continues its important work to combat Iran’s support for
terrorism and abuse of human rights.

When it comes to the IMF and World Bank, we must make sure that they are doing what

they can to ensure developing countries have the resources for public health and economic
recovery, and will evaluate how investment policies support global security and recovery
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working with our allies. The Biden-Harris administration will continue to maintain and
impose sanctions on Iranian entities perpetrating human rights abuses, and evaluate tools to
combat state sponsors of terror. In particular, President Biden is committed to working
with our allies and partners to counter Iran’s destabilizing activities in the region, including
its support for violent proxies.

Supporting Middle East Peace:

18. The Treasury Department has played a key role supporting the historic peace agreements reached
in 2020 between Israel, the UAE, Bahrain, Sudan and Morocco. If confirmed, will you continue
Treasury’s work to support these agreements and expand business opportunities between these
countries and the United States?

Answer: The Biden-Harris Administration has expressed support for the Abraham
Accords, and I also support these historic agreements. I will work with others in the
Administration to foster economic cooperation between and among these countries, and
with the United States.

Opposing Boycotts of Israel:

19. For more than forty years, the Treasury Department has played a key role in fighting international
efforts to boycott Israel. If confirmed, are you committed to fighting efforts to boycott, divest or
sanction our ally Israel?

Answer: President Biden has led efforts to oppose the delegitimization of Israel, whether in
international organizations or by the boycott, divestment and sanctions (BDS) movement in
the United States. I support President Biden’s approach of opposing such efforts and if
confirmed, will work as Treasury Secretary to oppose BDS activities directed at Israel.
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U.S. Senator John Cornyn
Questions for the Record
Dr. Janet Yellen, Nominee, U.S. Treasury Secretary
U.S. Senate Finance Committee
January 19, 2021

Tax Increases & Repealing the Tax Cuts & Jobs Act

The Tax Cuts and Jobs Act provided tax relief to taxpayers by lowering individual rates and
expanding the child tax credit. It also helped to create a more competitive tax system for U.S.
companies in today’s global market, helping to create jobs and lowering the unemployment rate to a
level not seen in fifty years prior to the COVID-19 pandemic. I know many of my Democratic
friends are very critical of this law and have called for its immediate repeal, although the House of
Representative did not send the Senate a repeal bill last Congress. I also understand that the incoming
Administration is proposing over $3 trillion in higher taxes.

In 2009, as the nation was fighting to recover from the 2008 recession, President Obama was asked
about the possibility of raising taxes. He did not mince words. He said, “The last thing you want to
do is to raise taxes in the middle of a recession.”

1. Dr. Yellen, I am concerned about the pledge made by President Biden that he intends to repeal the
Tax Cuts and Jobs Act “on day one.” Is the Administration still advocating that Congress do so even
as the country continues to recover from the COVID-19 pandemic?

2. It is imperative that this Congress and the Administration do nothing to hamper a robust recovery. 1|
am hoping that you agree that this is exactly the wrong time for Congress to be raising taxes. Placing
unnecessary burden on most businesses during an economic recession will only serve to increase the
cost of capital and hamper their ability to make the investments necessary to facilitate job and wage
growth. Given the current economic conditions, do you think now is an appropriate time to raise
taxes on the American people?

Answer, 1-2: With tax revenues at historical lows, ensuring that wealthy individuals and
corporations pay their fair share should be considered part of any plan to put our country on a
path to fiscal sustainability. President Biden has stated that he will not ask families making
under $400,000 per year to pay more in taxes, and will enact more than one-dozen middle class
tax cuts that will finally give working families the financial support they deserve.

When it comes to the timing of the various fiscal policies enacted as part of the relief and
recovery effort, the most critical elements are to deliver necessary services and economic relief,
including vaccine distribution, additional aid to small business, and expanded unemployment
insurance. This principle is reflected in the President’s proposed COVID relief package.
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U.S. Debt & Entitlement Reform

W

We have passed almost $3.5 trillion in response to the COVID-19 pandemic; this includes a $900
billion bill signed into law less than a month ago. Now, the incoming Administration is proposing
another $1.9 trillion. If enacted, the total amount enacted in less than a year will almost total $5.5
trillion, which is larger than Japan’s economy and is almost 25 percent of our GDP. This is an
astonishing amount of money. It would also be more than what the federal government spent on
everything—including defense, Social Security, Medicare, transportation- in 2019. We know this
rate of spending is not sustainable. The Committee for a Responsible Federal Budget is already
estimating that the budget deficit is set to exceed $2.3 trillion this fiscal year, the second-highest since
World War Two.

The future appears to be bleak. The Congressional Budget Office estimates that the federal debt held
by the public surpasses its historical high of 106% of GDP in 2023 and continues to climb in most
years thereafter. For example, by 2050, it will nearly be two-and-a-half (2.5) times what it was at the
end of 2019. The growth in future federal spending, primarily from entitlements, drives the upward
projection of the national debt. In fact, CBO forecasts that spending will grow from an average of
21.3% of GDP from 2010 to 2019 to an average of 29.3% from 2041 to 2050. And, keep in mind,
these estimates do not include the recent legislation passed in response to the COVID-19 pandemic or
any new spending proposals from the incoming Administration.

Dr. Yellen, you have raised concerns about the debt almost every year over the past decade. You
discussed the “unsustainable” path of the rising national debt as Vice Chair of the Federal Reserve, as
Chair of the Federal Reserve, and as an economist at the Brookings Institution.

Do you still have these same concerns? If not, why not

What is the incoming Administration’s plan to control spending and reform our entitlement
programs?

What reforms to the Congressional budget and appropriations process does the incoming
Administration support?

Answer, 3-5: I believe that the current economic crisis calls for robust fiscal support, but also
believe it is critical that we put our country on a path towards long-term fiscal sustainability. In
this vein, I’ve called for more fiscal support since the early days of the pandemic and continue
to do so. Without question, we have to be conscious of our debt, but it’s clear that fiscal stimulus
to support the economy and the working families most affected by the impact of COVID-19 is
our most urgent priority.

Today’s low interest rates also increase the urgency of making investments in our people and in
our infrastructure that will produce returns in the years ahead and leave future generations
better off. The combination of persistently low rates and the need for investing in our people,
communities, and environment offers our nation a unique opportunity to make real progress in
areas that have been neglected for too long.

There are long-term budget challenges. We are committed to implementing responsible policies
that grow the economy, ask high-income Americans and corporations to pay their fair share,
and give our country even more capacity to face the challenges ahead.

These policies will help drive down the debt relative to the size of the economy. As part of this

effort, the administration will consider and seek reforms to the budget and appropriations
process that can help aid the effort to achieve fiscal sustainability.
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Financial Institution Lending

Dr. Yellen, federal financial policy issues cross over several federal agencies, including the
Treasury Department, the Securities and Exchange Commission, the Office of the Comptroller of
the Currency, and the Federal Reserve. On this note, I applaud the Office of the Comptroller of
the Currency for recently issuing a rule that would prohibit financial institutions from refusing to
lend or provide other services to entire categories of lawful businesses. I think we can agree that
that a borrower’s credit characteristics should determine if they get a loan.

I am concerned about media reports that the new Administration supports policies that would
restrict capital investments in America’s energy sector. These restrictions will reverse the
progress we have made. We know that things like horizontal drilling and fracking have
transformed the global energy market, and America is no longer hostage to foreign oil. Now it is
one thing to allow market forces to change the nation’s energy mix, it is an entirely different
matter to blacklist entire industries from accessing the capital markets.

6. Dr. Yellen, can you tell me if the incoming Administration is considering policies that will limit
access to capital for specific industries?

7. If so, what role will the Treasury Department play in limiting capital for American oil and natural
gas development?

8. How will Treasury interact with the other federal agencies, including the Federal Reserve on this
effort?

Answer, 6-8: If confirmed, I believe our near-term focus from a policy perspective should
be on COVID relief and economic recovery. It is the responsibility of the Treasury
Secretary to strengthen the U.S. economy, foster widespread economic prosperity, and
promote an economic agenda that leads to long-run economic growth. Meeting that
challenge undoubtedly requires focus on the current economy, but also requires a
commitment to the building blocks of enduring prosperity.

The Treasury Department has a wide range of responsibilities to fulfill these commitments,
including monitoring and overseeing various financial markets, administering our nation’s
fiscal policies, engaging in international economic negotiations, and ensuring the stability of
a wide range of factors related to the health of the U.S. economy.

In addition, you raise important questions about rulemaking by the independent federal

financial regulatory agencies. If confirmed, I look forward to working with the Congress on
these important issues.
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Eliminating the Cap on the SALT Deduction & Benefits to High Income Taxpayers

10.

The Tax Cuts and Jobs Act imposed a $10,000 cap on the amount individuals can deduct for state
and local taxes, also known as the SALT deduction. The Tax Policy Center estimates that 57
percent of the benefit of repealing the SALT cap would go to the richest one percent of
taxpayers. In addition, the Joint Committee of Taxation estimates that if the cap were removed,
over half of the dollar value of the benefit would flow to households making over $1 million.
Last Congress, the House of Representatives passed the HEROES Act, which would roll back the
SALT cap. Supporters of the HEROES Act argued its passage was necessary to help the nation
respond to the COVID-19 pandemic.

Do you agree with the analysis that eliminating the SALT cap created by the Tax Cuts and Jobs
Act would provide a disproportionate direct benefit to upper-income taxpayers?

Do you think repealing the SALT cap is an effective policy response to the current COVID-19
pandemic?

Answer, 9-10: As I noted at the hearing, I certainly believe in a fair and progressive tax
code where wealthy individuals and corporations pay their fair share. On this issue, as with
many others, it is important to consider the entire equation. For example, it is critical to
study and evaluate what the impact of the SALT cap has had on state on local governments,
and those who rely upon their services. I will work with those at Treasury and throughout
the administration in evaluating those impacts, as well as other aspects of this issue.

U.S. Corporate Tax Rate & U.S. Competitiveness

11.

12.

The Tax Cuts and Jobs Act helped make American workers more competitive in today’s global
marketplace. One way it did this was by reducing the corporate tax rate, which was at the time
one of the highest of those countries who are in the Organization for Economic Cooperation and
Development or “OECD.” Many analysts argue that our high corporate tax rate led many
U.S.-based companies to relocate their headquarters to foreign countries through so-called
‘corporate inversions.” Now there are instances where companies are coming back to the United
States.

In your view, is it essential that the U.S. retain a combined, including state and federal, corporate
tax rate that allows it to stay competitive with its developed country peers?

Answer: I believe it is necessary for U.S. companies to be globally competitive, and, if
confirmed, would work through the OECD/G20 process to agree with our allies on a global
tax regime that protects American competitiveness while ensuring corporations pay their
fair share.

Do you believe cost recovery provisions are essential for businesses to reinvest and that all
economic sectors should be given access to these provisions?

Answer: I believe that businesses should be able to recover their costs so that the income tax
taxes net income and not gross receipts. The timing of when businesses should receive such
deductions is a complicated question, on which I look forward to working with you and the
Treasury staff.

44



Government-Imposed Minimum Wage Rate

13.

14.

The incoming Administration’s $1.9 trillion package calls for an increase in the federal minimum
wage to $15 per hour. In 2014, former President Obama wanted to raise the minimum wage to
$10.10 per hour. At the time, the Congressional Budget Office (CBO) estimated that this would
lead to about 500,000 Americans losing their jobs. As Chair of the Federal Reserve, you were
asked before the Senate Banking Committee about the CBO analysis and you replied, in part, that
“there would be some amount of negative impact on employment” and that you would not argue
with the CBO assessment. Just last month, CBO again confirmed that increasing the federal
minimum wage would cause some American workers to lose their jobs and their family income to
fall in some cases below the poverty threshold.

Do you still agree with CBO’s assessment that increasing the federal minimum wage will lead to
some Americans losing their jobs?

As you know, industries that traditionally pay minimum wage are many of those that have been
negatively impacted by the COVID-19 pandemic; this especially includes restaurants and small
businesses. Given CBO’s assessment that increasing the minimum wage means job losses for
American workers, how does increasing the federal minimum wage help the nation recover from
the COVID-19 pandemic?

Answer 13-14: It is the responsibility of the Treasury Secretary to strengthen the U.S.
economy, foster widespread economic prosperity, and promote an economic agenda that
leads to long-run economic growth. Meeting that challenge undoubtedly requires focus on
the current economy, but also requires a commitment to the building blocks of enduring
prosperity. A living wage is one of those building blocks. Raising the wages for the lowest
paid workers in America can unlock billions of dollars of consumer spending that can be
used to fuel demand for the essential goods and services that small businesses provide. This
is especially true for the workers who put their lives on the line each and every day to
provide essential goods and services to our communities.

Committee on Foreign Investment in the United States (CFIUS) Reform

15.

Dr. Yellen, when we virtually met last month we discussed how China seeks to acquire
cutting-edge U.S. technology by any means necessary, including buying it, licensing it, or even
stealing it through hacking or more traditional methods. I consider this a serious national security
issue. Within the U.S. Government, the interagency body that is responsible for reviewing those
types of transactions and determining their national security implications is known as the
Committee on Foreign Investment in the United States, or as “CFIUS.” The Treasury Secretary
chairs this Committee.

In 2018, Congress passed legislation I authored called the “Foreign Investment Risk Review
Modernization Act.” This legislation reformed and modernized the CFIUS process and the
out-going Administration worked to implement this legislation.

Can I ask for your commitment that if you are confirmed as Treasury Secretary you will work to

make sure that these reforms continue to be implemented and that Treasury will work
hand-in-hand with all the other relevant agencies who serve on CFIUS?
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16.

17.

I am also working on additional legislative proposals that build upon these reforms. Would you
be willing to work with me in developing ways to further strengthen the CFIUS process?

On July 10, 2020, I sent a letter to the Treasury Department requesting a classified briefing on the
status of CFIUS’s review of a wind farm project located near Laughlin Air Force Base in Val
Verde County, Texas. To date, [ have not received that briefing. Will you be willing to provide
this briefing and update me on the status of this review?

Answer 15-17: If confirmed, I will be fully committed to implementing the reforms to
CFIUS passed in the Foreign Investment Risk Review Modernization Act. I plan to work
closely with all CFIUS members to execute the Committee’s mandate and look forward to
working with you on ways to strengthen the CFIUS process, which is so important to our
national security. If confirmed, I will be happy to follow up with you on the question you
raised and your request for a briefing.

General Business Credits/Building Business Back Act of 2020

18.

Dr. Yellen, the CARES Act and its successor legislation focused on providing liquidity to those
businesses that bore the burden of government action, including lockdowns that crushed
economic activity. Members on both sides were proud to put in place the Paycheck Protection
Program (“PPP”) for small businesses that kept workers on the payroll. Another example is the
employee retention tax credit. Congress modified and extended both programs on a bipartisan
basis. I think we all know that these employment-based incentives saved millions of jobs.

I would like to draw your attention to a gap in the scope of the provision of liquidity for
recovery. It affects major sectors of the economy. I am particularly concerned about that sector
of the business community that is bigger than that defined for the PPP, but smaller than the
Fortune 100. The CARES Act set out lending facilities, such as the Main Street Lending Facility,
but unfortunately, those facilities did not fill the gap.

At a recent SEC roundtable held by the Securities and Exchange Commission, one participant
observed, “[G]etting credit into the large cap companies doesn’t necessarily distribute credit to
our small and medium-sized businesses that they need.” During the last Congress, I introduced
the “Building Business Back Act of 2020 to fill this gap. The proposal would accelerate the
benefits of general business credits for which the government is already liable to the taxpayer and
thus would not be new business tax relief. Rather it would simply ensure that these tax credits,
sitting on company balance sheets, would be “monetized” or converted to the liquidity these
companies need today.

A number of business stakeholders, including the Texas Association of Business, who employ
millions of Americans, support this concept. In a letter to the Senate Finance Committee, these
organizations noted that “By temporarily giving companies the option to monetize their general
business credits, Congress can help ensure that the recovery is as strong as possible.”

Ms. Yellen, [ would like to work with you on this proposal as the Biden Administration considers
additional recovery proposals. Are you willing to commit to do so?

Answer: If confirmed, I would welcome the opportunity to learn more about your
legislation and work with you to get the economy back on track, particularly for small and
mid-sized businesses which are the backbone of our economy. The country is currently
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facing an unprecedented pandemic that has exposed economic inequalities rooted in our
financial system for generations. It is imperative that the government does its part to
catalyze an economic recovery that is both equitable and sustainabl

U.S. Innovation

19.

Dr. Yellen, semiconductors underpin nearly all innovation today including military systems,
telecommunications, healthcare, critical infrastructure, precision agriculture, and manufacturing.
Almost 25 percent of our economic growth can be attributed to semiconductor technology.
Semiconductors are the Sth largest U.S. export and essential to U.S. economic competitiveness
and national security—and are a critical supply chain.

Unfortunately, the U.S. has lost substantial ground in manufacturing semiconductors while China
is increasing their footprint. U.S. production has dropped from 24 percent to 12 percent and by
2030, Asia is projected to control 83 percent of the global manufacturing supply of
semiconductors while domestic production could be less than 10 percent. According to the
Organization for Economic Cooperation and Development (OECD), between 2014 and 2018,
other foreign nations (incl. Ireland, Israel, South Korea, and Taiwan) gave more than $50 billion
to semiconductor firms to support construction of fabs in their countries, driving this capacity
shift.

The United States must compete with foreign nations and invest in advanced manufacturing and
packaging capabilities to secure our supply chain and build a robust domestic ecosystem to
protect our national security. For this reason, I worked with my colleague Senator Warner, on
introducing the CHIPS for America Act last year. We joined our efforts with Senators Schumer
and Cotton to include this language in the NDAA on a floor amendment that passed with 96
Senators supporting- these provisions are now law. But more work needs to be done. We were
not able to include an investment tax credit that is part of the CHIPS Act and we need to make
sure the CHIPS Act is fully funded in the future.

Given the global competition and incentives other countries currently offer, do you think the
federal government has a responsibility to compete with these foreign countries, including China,
to support reshoring manufacturing capabilities for critical industries to ensure supply chain
security and create good-paying jobs here at home?

Answer: The Biden administration will engage in a whole-of-government approach to
China that uses our available tools in a manner that is designed to achieve our economic,
national security, and foreign policy goals. U.S. efforts to maintain its technological and
innovation edge, including in sensitive “dual-use” technologies, must focus on reshoring
critical supply chains. If confirmed, ensuring that the United States is able to compete in
the global economy will be a top priority.
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Digital Services Tax (DST) & U.S. Leadership

20.

21.

22.

It is important we confront countries who put in place discriminatory taxes targeting U.S.
companies and appropriating revenue from the U.S. tax base. Unfortunately, these taxes are
expanding to cover a wider range of digital services, bringing many new US companies into
scope, including streaming services, cloud, and financial services.

Recently the US Trade Representative released Section 301 reports on Austria, Spain, and the UK
determining their digital services taxes (DSTs) are discriminatory towards U.S. companies,
inconsistent with prevailing international tax principles, and highly restrictive of U.S. commerce
and exports. These countries are joined by France, India, Italy, and Turkey -- which are siphoning
billions away from the U.S. tax base with similar discriminatory digital taxes.

Will the Administration engage these countries to protect American companies and the US tax
base from these efforts?

Answer: I am certainly aware of the concerns U.S. companies have raised about digital
services taxes. While the details of digital services taxes differ across jurisdictions, many
have been designed in a way that unfairly singles out a few large U.S. digital platform
companies. Ilook forward to consulting with the USTR and the Congress on these issues.

What steps will the Administration take to challenge these taxes from a trade and diplomatic
perspective?

Answer: The Administration is committed to a cooperative multilateral effort to address
base erosion and profit shifting through the OECD/G20 process, and to working to resolve
the digital taxation dispute in that context. I look forward to consulting with the United
States Trade Representative and the Congress on these issues.

How do you plan to assert American leadership in the discussions on tax reform being held at the
Organization for Economic Co-operation and Development (OECD) while protecting the U.S. tax
base and U.S. industries?

Answer: At the OECD in particular, the Administration will vigorously reengage with
multilateral efforts to update global tax rules in ways that establish minimum taxation,
prevent profit-shifting, and support a level playing field. More generally, the Biden-Harris
Administration will support multilateralism in international economic affairs not only in
tax discussions at the OECD but across a range of issues, including with respect to bold and
creative efforts to use all existing instruments at our collective disposal to help stabilize the
global economy, and to set the foundation for a broad-based, inclusive global economic
recovery. Recommitting to multilateral leadership writ large will also help reassert
American economic leadership in international tax matters.
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Student L.oan Debt

23.
24.

Student loan balances in this country have climbed over the past decade as the cost of college has
significantly outpaced inflation- increasing by some estimates 3 percent per year. I understand
that the incoming Administration supports forgiving $10,000 in student debt per borrower.
Others have argued for canceling up to $50,000.

The Committee for a Responsible Federal Budget recently noted that nearly two-thirds of the
benefit from cancelling $50,000 in student debt would go to the top 40 percent of households and
over three-tenths would go to the top quintile.

Dr. Yellen, how would student loan forgiveness put a downward pressure on college costs?

As may know, there already exist numerous repayment programs for individuals with student
loan debt, with an average amount of $32,000. Why does the federal government need to offer
further debt forgiveness to individuals who have made a personal decision to take out a loan?

Answer, 23-24: The rising costs of education and the potential impact that student loan debt
have on a wide range of social and economic effects, ranging from putting homeownership
out of reach, to forcing career choices, to delaying or eliminating retirement savings.
Importantly, the burden of student debt disproportionately falls on students of color. A
growing economic literature has raised serious concerns about the burden of student debt
for some borrowers and its impact on lifelong wealth accumulation. Recent actions on
student loan payment deferrals reveal that the federal government can have a role in
addressing this problem. If confirmed, I will consult with the President and the Secretary of
Education to discuss the various options and help identify the appropriate actions to
alleviate this burden.

U.S. Dollar in the Global Economy

25.

26.

Many economists and investors refer to the U.S. dollar as a “reserve currency” when referring to
its use by other countries when settling their international trade accounts. This provides our
economy with certain, distinct advantages.

What policies will help the dollar maintain its position as a “reserve currency’ in the global
economy?

Answer: There are many important reasons that the U.S. dollar is the world’s dominant
reserve currency. The United States has the largest economy and the deepest and most
liquid capital markets. Going forward, I am committed to maintaining a sound economy
and confidence in our financial system. The Biden-Harris administration will make
investments in the American people that will accelerate the U.S. economic recovery and lay
the foundation for a strong and equitable U.S. economy in the years ahead.

What are your views regarding the value of the dollar relative to the major foreign currencies?
Answer: The value of the U.S. dollar and other currencies should be determined by

markets. Markets adjust to reflect variations in economic performance and generally
facilitate adjustments in the global economy.
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Exchange Rates

27.

28.

Tariffs

29.

Through the Omnibus Trade and Competitiveness Act of 1988 and Trade Facilitation and Trade
Enforcement Act of 2015, Congress gave explicit authority to the Treasury Secretary to address
currency undervaluation by U.S. trading partners and identified bilateral negotiations as the
appropriate recourse in such instances. However, recently other parts of the Executive Branch
have been wading into these issues. For example, USTR launched an investigation and issued a
report under section 301 of the Trade Act of 1974 into Vietnam’s currency valuation practices,
and the Commerce Department has begun considering currency undervaluation as a
countervailing subsidy.

What are your thoughts on this matter and do you believe these actions by other agencies are
outside the original intent of the existing statutes to address currency undervaluation?

Answer: The President opposes attempts by foreign countries to artificially manipulate
currency values to gain unfair advantage over American workers. The Biden-Harris
Administration will be examining how Treasury, Commerce and USTR can work together
to put effective pressure on countries that are intervening in the foreign exchange market to
gain a trade advantage.

Will you commit to reviewing the December 2020 report and reasserting Treasury’s role in
leading currency undervaluation issues?

Answer: It is critical that we address any issue pertaining to exchange rates in a
coordinated manner. I look forward to working with Congress and my colleagues in the
Administration to address forieng exchange intervention to gain an unfair trade advantage.

We are currently engaged in a number of trade disputes with both allies and adversaries where
tariffs have been used as the remedy of choice. These tariffs have each resulted in retaliatory
tariffs against U.S. exporters including manufacturers and agricultural interests. Tariffs are taxes
that are paid by U.S. businesses, raise costs for consumers and manufacturers and have led to
markets being lost for our agricultural exporters. The current tariffs have had a negative impact
on companies large and small, especially impacting the economic recovery of many U.S.
businesses during COVID-19. President Biden has talked about the need to reevaluate the trade
war and the economic impact caused by the tariffs.

Do you commit to conducting an economic review of the tariffs and the impact they have had on
the U.S. economy?

Answer: The Biden Administration will work towards a system that allows U.S. farmers
and workers to compete on a level playing field. If confirmed, I am committed to working
across the interagency to conduct a review of how we can best support American industry
and 21st century jobs.
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30.

31.

With the China Phase One deal still underway and with built-in mechanisms for bilateral
engagement, do you foresee being actively engaged in bilateral talks with China as your
predecessor was ?

Answer: President Biden has said he will review all aspects of the Trump Administration’s
trade policies toward China, including how completely Beijing has lived up to the terms of
the Phase One Agreement. We are closely monitoring China’s adherence to all of its Phase
One commitments, including both the purchase commitments and structural commitments.
President Biden has said that he is not going to make any immediate moves on the current
China tariffs. As part of his review, he is going to consult with allies to galvanize collective
pressure. We need a different approach that actually brings meaningful pressure on China.

What is your position on keeping the Section 301 tariffs on China in place?

Answer: President Biden has said that we will review the tariffs on China and consult
with our allies and will not be making changes until we do both of these things. The
Biden Administration will make use of the full array of tools to counter China’s
abusive economic practices and hold Beijing accountable.

Foreign Trade Zones (FTZs)

32.

Tariff levels are nearing those of the Depression-era in the 1930s. At that time, the Smoot-Hawley
Tariff Act was a contributing factor to those high tariff levels. Today, record tariff levels are a
result of largely unilateral actions used through delegated authorities given to the Executive
Branch in the trade acts of 1962 and 1974. Shortly after the Smoot-Hawley Act was enacted,
Congress set out to explore ways to improve trade flows. One such action was the creation of the
Foreign Trade Zones (FTZs) Act in 1934. This program has been in existence for nearly 90 years,
and today’s tariff environment deserves Congress’s attention to improving the program and
achieving our nation’s trade and economic objectives.

As Secretary, you will be the Executive Officer of the FTZ Board. I intend to examine the FTZ
program and explore how its use can be beneficial in 1) working together with our partners and
allies to reinvigorate trade flows; 2) restore critical supply chains; and 3) help rebuild our
economy in the wake of COVID-19.

Can you provide your views on the recently reinstated NAFTA-era restriction (Section 601(b) of
Title VI of Division O of Public Law 116-260) that prevents products operating in FTZs from
receiving reduced-tariff benefits under the U.S-Mexico-Canada (USMCA) trade agreement?

Answer: I understand that this provision reinstated a rule from NAFTA’s implementing
legislation, which prevents goods produced in U.S. FTZs from receiving preferential
treatment even if they meet rules of origin requirements. I support efforts to rebuild
American manufacturing and exports. Foreign trade zones can offer American businesses
the opportunity to compete on an even playing field with foreign companies by reducing
tariffs and duties on foreign inputs. It is critical that our rules for FTZs ensure American
producers receive this benefit and are able to compete on even footing with their foreign
counterparts.
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33. What is the purpose of this restriction, and do you believe that the U.S. has treaty obligations
under USMCA (or other agreements) to keep this provision in place? If so, can you specify the
articles under which the USMCA obligations apply for this provision? Is the intent of this
provision limited to U.S. law?

Answer: I was not involved in negotiating USCMA or developing this legislation, so I cannot
speak to the purpose of this restriction or whether USMCA negotiators intended it. If
confirmed, I will work to ensure free trade agreements protect American workers,
including FTZ provisions.

34. How does the FTZ restriction mentioned above effect businesses that currently use duty drawback
to reclaim duties on products produced in the U.S. and subsequently exported outside the
country?

Answer: In general, FTZs allow for immediate duty relief once FTZ status is achieved,
whereas duty drawback requires a wait while the claim is processed.

35. Do you believe that the FTZ restriction mentioned above is unfair to the FTZ equivalents in
Canada and Mexico that do not have similar restrictions in their domestic laws?

Answer: We should strive for parity between our treaty implementing legislation and that
of our treaty partners. I believe we should study the extent to which any differences in
domestic FTZ treatment put American producers at a disadvantage and work to minimize
disparities going forward.

36. What role, if any, do you believe the FTZ program can play in creating a controlled and audited
environment for providing domestic production and manufacturing capacity of critical supply
chains?

Answer: I believe that under the right circumstances and with the right program design,
FTZs can contribute to domestic manufacturing and supply chain security by reducing
tariffs on foreign inputs used by domestic producers, encouraging value-added production
by American manufacturers. If confirmed, I will seek to use all available trade tools to put
workers first and restore American competitiveness.

Chinese National Offshore Oil Companv (CNOOCQC)

The Chinese National Offshore Oil Company (CNOOC) was added to the Sec. 1237 list of
“Communist Chinese Military Companies” authorized under the 1999 NDAA of which the
Treasury’s Office of Foreign Assets Control (OFAC) was tasked with writing the legal and
technical guidelines for how this listing may be applied. This action, as well as others, such as the
addition of CNOOC and other Chinese oil companies to the Department of Commerce Entity List
have potentially significant economic impacts to US companies with investments, partnerships,
and operations in China as well as significant unintended consequences with these actions being
taken in series and combination.
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37.

38.

Will you commit to responsibly engaging industry stakeholders to inform how Treasury related
sanctions align with economic impacts?

How will the Treasury Department under your leadership administer effective and targeted
sanctions policies that harm their intended target, change malign behavior, and protect US
economic interests in the process?

Answer 37-38: If confirmed, I commit to ensuring that the Treasury Department actively
engages industry stakeholders on sanctions issues, seeking to carefully understand effects
on markets, firms, and our national and economic security. Furthermore, the Treasury
Department will conduct a careful review of sanctions to ensure that they are targeted,
effective, and minimize unintended consequences.
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From Senator Thune

Rural communities across the country are hurting, and in many cases this was the reality before
the pandemic. Can you comment on the administration’s plans to help rural America access new
capital and open markets?

Answer: I appreciate that many rural communities are struggling, and if confirmed, I am
committed to working with my administration colleagues to address both the immediate
economic pain being felt in many parts of rural America as well as longer-term challenges.
As we develop and implement policies to help small businesses access capital, I will pay
particular attention to ensuring that our approach addresses some of the barriers that
might be unique to rural areas.

If confirmed as Treasury Secretary, you would also head the Financial Stability Oversight
Council (FSOC). Can you comment on some of the non-bank financial risks that you would be
focusing on in your potential position as head of FSOC?

Answer: As you know, the Financial Stability Oversight Council (FSOC) was created by
Congress under the Dodd-Frank Wall Street Reform and Consumer Protection Act (DFA)
following the Financial Crisis that brought the U.S. economy and financial system to the
brink of collapse.

One of the missions of the FSOC itself as spelled out by Congress with regard to financial
stability in the DFA is as follows: “to identify risks to the financial stability of the United
States that could arise from the material financial distress or failure, or ongoing activities,
of large, interconnected bank holding companies or nonbank financial companies, or that
could arise outside the financial services marketplace.” This provision appears rooted in
the experiences of the Financial Crisis, when the U.S. economy was close to ruin following
the failures and near-failures of large, interconnected bank holding companies and nonbank
financial companies that threatened and undermined financial stability.

The fundamental purpose behind FSOC is to facilitate coordination among regulators so
that significant risks to our economy do not go unaddressed because they do not fall wholly
into the purview of one regulator’s jurisdiction. My view is that the FSOC should address
risks whatever their origin. But our focus must remain on stability in our financial system
and ensuring that we are prepared to mitigate market disruption in times of stress. A clear
example of such market disruption is the recent disruptions in the Treasury market, and it
should be part of the FSOC’s responsibility to look into the Treasury market disruption and
any potential interplay with non-bank financial risks.
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United States Senate Committee on Finance
Hearing to Consider the Anticipated Nomination of the Honorable Janet L. Yellen to Secretary of
the Treasury
January 19, 2021
Questions for the Record for Hon. Janet L. Yellen

Senator Portman
1. Hearing Follow-up

The Tax Cuts and Jobs Act was the first time Congress has passed meaningful tax reform in 30
years, and for many Americans. Hundreds of U.S. businesses, large and small, have made
investments totaling $482 billion in equipment, buildings, and—most importantly—their
employees. Prior to the pandemic, the TCJA helped American companies stay competitive by
lowering the tax rate and providing relief to low-income and working families.

Do you favor increasing the corporate tax rate from 21 percent?

Answer: Yes. President Biden has proposed increasing the corporate tax rate to 28 percent.

2. Hearing Follow-up

President Biden has proposed raising the corporate tax rate from 21 percent to 28 percent and
doubling the tax rate on GILTI from 10.5 percent to 21 percent. Moreover, the OECD is currently
considering a global minimum tax rate of 12.5 percent. An increase in the GILTI rate to 21
percent would subject U.S. companies to significantly higher levels of tax than their foreign
competitors, resulting in more profitable business opportunities for foreign companies and return
to the inversion of U.S. companies or acquisition by foreign companies, resulting in a loss of US
jobs and investment.

What is your view on the United States imposing a 21 percent tax on foreign earnings of US
companies, and how do you see that as being competitive if the OECD is planning to implement a
much lower global minimum tax at or around 12.5 percent?

Answer: I appreciate your concern with regard to the competitiveness of our U.S.
companies amidst a changing international tax landscape. A global minimum tax agreed to
at the OECD would, however, stop the destructive global race to the bottom on corporate
taxation. With a multilateral agreement in place, American companies would remain
competitive even with a somewhat higher tax on their foreign earnings. Indeed, any gap
between the US minimum tax rate and a globally-agreed rate would likely be smaller than
the gap that exists today under the rules enacted under the Tax Cuts and Jobs Act.

3. Some provisions from TCJA expire in the next few years, including provisions that aided working
class families such as doubling the child tax credit and increasing the limit on the alternative
minimum tax which was hurting small businesses and middle class families. Other provisions
which incentivize innovation by providing a deduction for research and development expenses
such as section 174, will provide a more limited benefit after this year.
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Would you favor extending these provisions? If not, what policies would you support to ensure
that we do not unfairly burden working-class families and allow for innovation as a driver of our
economy?

Answer: President Biden is focused on supporting small businesses and working families
through the severe hardship caused by the pandemic. He has recently proposed a
comprehensive relief package that provides significant tax relief for working families
through an expanded and refundable Child Tax Credit and an enhanced Earned Income
Tax Credit. If confirmed, I would look forward to working with you and others in Congress
to advance plans to fuel innovation by investing in American workers and American
manufacturing, clean energy, critical infrastructure, and access to broadband.

As you know, the Organization for Economic Cooperation and Development (OECD) has been
working over the past two years with the goal of having agreement on new international tax rules
by mid-2021. I’m very concerned by the precedent set by some of these digital services tax
proposals, especially as the proposal widened to consider “consumer-facing businesses”. What we
don’t want is for American companies across all industries to end up receiving little benefit from
a multilateral solution while paying significant revenue into “market countries”.

What is your transition plan for the OECD negotiations?

Answer: If confirmed, I will ensure the Treasury Department immediately and vigorously
engages with the international tax negotiations at the OECD. I believe these negotiations
present an opportunity to establish a more stable, equitable international corporate tax
system.

How will the Department engage in the OECD negotiations and how it will prioritize this issue in
relation to the multitude of domestic challenges facing the country?

Answer: Please see the answer to the previous question.

In a bipartisan way, Senators have been monitoring the progress of the OECD process and
repeatedly expressed an interest in protecting U.S. companies and the U.S. tax base during the
discussions. I urge you to continue to press the Inclusive Framework members to treat U.S.
businesses fairly in both Pillar One and Pillar Two; this will ensure that the U.S. tax base is
protected and activities and income that should properly be taxed in the U.S. remain here.

Will you commit to keeping the members of the Senate Finance Committee updated on the
progress of the negotiations and to bringing any final agreement back to the Senate to discuss
with members of this Committee?

Answer: If confirmed, I will certainly keep the Senate Finance Committee appropriately

updated on the OECD/G20 negotiations. Any treaty arrangements would, of course,
require the advice and consent of the Senate.
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Further, will you commit to providing information to the members of the Senate Finance
Committee about the economic effects of any proposals on different types of U.S. businesses
(manufacturing, financial services, technology, consumer products, etc.)?

Answer: If confirmed, I would look forward to future conversations with the members of
the Senate Finance Committee about the economic effects of proposals by the OECD.

Treasury has taken a leading role in Paycheck Protection Program with the SBA. However, the
guidance has lagged and questions on forgiveness still linger.

How would your Treasury Department work with banks and small businesses to ensure they have
the guidance they need?

Answer: If confirmed, I am committed to working with the SBA to ensure that small
businesses and their lenders have clear guidance under the Paycheck Protection Program,
especially with regard to forgiveness, so that the program can fully reach the goals Congress
has set out for it and the impacted small businesses can benefit from this critical assistance.

President Biden’s stimulus proposal would give loans and grants to small businesses. However, I

worry about the potential for this to be less than targeted and to achieve certain partisan priorities.
I believe it is critical that all of these programs are structured to protect the maximum number of

jobs regardless of the political environment.

How would your Department plan to structure this program?

Answer: The relief bill late last year was just a down payment to get us through the next few
months. As the December jobs report shows, many families are still in need. We have a long
way to go before our economy fully recovers.

Small businesses are the foundation of our economy and we must do everything possible to
keep them afloat and back on track towards prosperous growth. The President looked at
the latest data, consulted with experts, and put together a package that is necessary to spur
an economic recovery, and lift more than 11 million Americans out of poverty in the
process. If passed by Congress, I will, if confirmed, work to ensure the implementation of
these programs catalyzes small business growth in a way that is both equitable and
sustainable.
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8.

0.

The bipartisan relief package we passed in December will help provide much needed support to
Americans as we continue to combat the pandemic. It is crucial that we first see how effectively
the aid from December works to serve as a bridge until vaccines become widely available and we
can get back to normal life. However, President Biden proposed a $1.9 trillion stimulus plan prior
to seeing the impact of the $900 billion package passed in December.

How will we know when we don’t need more economic stimulus? What indicators would you rely
on?

Answer: The pandemic and resulting economic crisis have created severe pain for families
across the country. Unemployment remains troublingly high and millions of families are
facing hunger or the risk of eviction. Additional relief is needed to strengthen the economy,
address our public health challenge, and provide relief to communities that have been
hardest-hit.

If confirmed, I will work hard to ensure that the package that passed in December is fully
and efficiently implemented so that the assistance it provides gets to those who desperately
need the help. And, I will continue to consult a range of economic indicators to understand
how workers, households and communities are faring in the recovery. I would look forward
to discussing the performance of various economic indicators with this Committee.

Aside from aiding our economy as we recover from the pandemic, what would your priorities be
as Treasury Secretary?

Answer: It is the responsibility of the Treasury Secretary to strengthen the U.S. economy,
foster widespread economic prosperity, and promote an economic agenda that leads to
long-run economic growth. Meeting that challenge undoubtedly requires focus on the
current economy, but also requires a commitment to the building blocks of enduring
prosperity. Further, President Biden is committed to overcoming the economic and social
crises facing our country and addressing persistent challenges such as climate change and
racial inequality. If confirmed, I will be firmly committed to implementing policies designed
to overcome these challenges.

10. Recently, the US dollar has weakened. Do you believe in a strong dollar? If so, what can we do to

increase the strength of the dollar?

Answer: As I said at my hearing, I believe in a strong and equitable U.S. economy that
delivers good jobs with rising wages for all Americans. Maintaining confidence in the
long-term strength of the U.S. economy and the stability of the U.S. financial system is good
for America as well as our trading and investing partners. I look forward to working with
Congress to make the U.S. economic recovery as strong as possible.

I believe in market-determined exchange rates. The value of the U.S. dollar and other

currencies should be determined by markets. Markets adjust to reflect variations in
economic performance and generally facilitate adjustments in the global economy.
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11.

12.

The United States does not seek a weaker currency to gain competitive advantage. We
should oppose attempts by other countries to do so. The intentional targeting of exchange
rates to gain commercial advantage is unacceptable. If confirmed, I will work to implement
the President’s promise to oppose any and all attempts by foreign countries to artificially
manipulate currency values to gain an unfair advantage in trade.

As Chair of the Federal Reserve, you were a staunch defender of an independent Central Bank.
Historically, the Treasury Department and Federal Reserve have coordinated on certain policies.
Thus, in your new role you will coordinate with Chairman Powell at times.

How will you ensure the Federal Reserve maintains its independence as it works with the
Treasury Department?

Answer: The Federal Reserve has long operated as an independent institution, and I respect
and believe strongly in upholding those norms. Given my prior leadership at the Federal
Reserve, I understand deeply why it is so important to maintain the tradition of the
independence of the Fed in monetary policy. In areas where it will be appropriate and
necessary for coordination between the Treasury and the Fed, L, if confirmed, will certainly
take those responsibilities seriously and will be well-positioned to work seamlessly with
Chairman Powell.

During our phone call we discussed how improving retirement security is one of my top priorities
in the coming Congress. There are many things that can be done on a bipartisan basis, which will
be critical in such a narrowly divided Congress. I have worked on a bipartisan bill with Senator
Cardin, which has four goals:

a. First, the bill Improves savings rates for lower-income and part-time workers.
b. Second, the legislation focuses on improving access to workplace plans at small businesses.
c. Third, it allows older Americans who have not saved enough to save more.

d. Finally, this bill recognizes that many Americans live longer and ensures they do not outlive
their money.

Can you commit to working on passing this bill in a bipartisan way in the coming Congress?

Answer: I appreciate your commitment to the important work of improving retirement
security and your work with Senator Cardin on this legislation.

President Biden has proposed giving small businesses a tax break for starting a retirement
plan and giving workers the chance to save at work. In addition, under President Biden’s
plan, almost all workers without a pension or 401(k)-type plan will have access to an
“automatic 401(k),” which provides the opportunity to easily save for retirement at work —
putting millions of middle-class families on the path to a secure retirement.

If confirmed, I look forward to working with you to improve Americans’ retirement
security.
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13.

14.

As you know, pensions are part of the three-legged stool of retirement for many Americans. My
bill addresses the defined contribution leg. However, many Americans are worried about whether
they will be able to receive the pensions they earned after years of hard work. Many of these
people cannot simply just start working again. [ was on the Bipartisan Joint Select Committee
looking to strengthen this system. Unfortunately, we came up short on reaching a deal — but we
had some good discussions and came up with a few good ideas.

However, good intentions and good ideas will not give the needed assurances to thousands of my
constituents whose retirement security relies on their pensions and have received that
heart-breaking notice that they may be forced to take benefit cuts.

Chair Yellen, can you commit to me to work with us in a bipartisan way to ensure we provide
security to those Americans?

Answer: If confirmed, I am committed to working with Congress and the Department of
Labor to find and enact a comprehensive solution to the challenges facing multiemployer
pension plans. The President also supports passage of the Butch Lewis Act, which offers
low-interest loans to financially troubled multi-employer plans—helping them to meet their
commitments.

The final leg of the stool is Social Security. American workers have faithfully paid into this
system. Unfortunately, the OASI trust fund could run out of money by 2035. If Congress were to
allow this to happen and we see benefit cuts, we would be breaking our promises to the American
people. I’'m actually worried that the current pandemic may have brought that date forward.

The good news is that I believe we can work in a bipartisan fashion. I want to commit that I am
willing to work with you, the incoming administration and my colleagues on both sides of the
aisle on this critical issue.

Can you discuss both the impact of benefit cuts on the American people and any solutions you
have to avoid such a cliff?

Answer: While the last report of the Trustees (issued in April 2020) found no material
change in the solvency of Social Security relative to the prior year, this analysis was done
for the pre-covid period. Covid has accelerated the depletion of all major trust funds
according to Congressional Budget Office projections released in September 2020. An
across the board benefits cut for Social Security recipients would plunge some elder
Americans into poverty and would violate the trust of Americans who paid into Social
Security for decades. Strengthening Social Security is essential in order to ensure a secure
retirement, especially for our most vulnerable populations. President Biden has called for a
Social Security reform package that would boost benefits for vulnerable beneficiaries —
including widows/widowers, workers with low lifetime incomes, and older beneficiaries —
and also provide an across-the-board increase for all beneficiaries. The plan also improves
the long-run fiscal position of the Social Security Trust Fund. It does this by asking wealthy
taxpayers with more than $400,000 in wages to pay the same rate on their income as other
workers. On the whole, President Biden’s plan provides older Americans a more secure
retirement. If confirmed, I look forward to working with Congress to shore up the Social
Security program for decades to come without burdening middle-class taxpayers.
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15.

16.

As you you know, the Treasury Secretary is the Chair of the Financial Stability Oversight Council
(FSOC), which has enormous power to declare financial institutions to be systematically
important financial institutions (SIFIs). This can subject them to increased regulation. It also
gives them enormous power to liquidate institutions that are seen as a threat to the financial
stability of the country. I was concerned during the Obama Administration that many insurance
companies and asset managers were declared SIFIs despite many outside observers not viewing
them as “too big to fail.”

Can you discuss your thinking at the time on these issues? What measurements are you
considering moving forward? As Chair of FSOC, what would your areas of focus be?

Answer: As you know, FSOC was created in the aftermath of the Financial Crisis to
coordinate among regulators and ensure significant risks to financial stability do not go
unaddressed because they do not fall wholly into a single regulator’s purview. I believe
FSOC should address risks whatever their origin. But, our focus must remain on the
stability in our financial system and ensuring that we are prepared to mitigate market
disruption in times of stress.

The conservation easement deduction encourages taxpayers to donate property that has
conservation value, a policy goal that myself and colleagues on both sides share. Since being
made a permanent part of the tax code in 1980, the deduction has been a cornerstone in the fight
to expand conservation for a cleaner, healthier environment. Unfortunately, the Internal Revenue
Service is increasingly challenging taxpayers’ deductions on what can best be described as
technical drafting issues related to conservation easement deeds when the underlying issue seems
to be a perceived over-valuation of the easement. Groups as diverse as the National Taxpayer
Advocate, the Land Trust Alliance, the American Bar Association (ABA), and the National
Taxpayer’s Union have called on the IRS to publish safe harbor guidance so that potential donors
can have certainty that their easement deeds won’t wind up subject to litigation. It seems patently
unfair that landowners are losing at audit and in the Tax Court on technical drafting issues when
requests for guidance from IRS on these very same clauses has gone unanswered for over a
decade.

In fact, just last week the National Taxpayer Advocate in her 2020 Annual Report to Congress
again recommended that the IRS “[d]evelop and publish additional guidance that contains sample
easement provisions to assist taxpayers in drafting deeds that satisfy the statutory requirements
for qualified conservation contributions, particularly the perpetuity requirement for those
conservation easements that incentivize land preservation for future generations.”

Will you commit to working with the IRS to publish sample deed language so that taxpayers can
have certainty when making donations, helping to further this important policy goal? Once we
have this guidance, I think it is important that we provide an opportunity for taxpayers to come
into compliance with the new rules.

Answer: Taxpayer certainty with regard to tax treatment in all issues is an important goal
for the system at large. If confirmed, I will strive to meet that goal through the issuance of
taxpayer guidance, and I appreciate the importance of creating certainty for taxpayers on
this issue.
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17.

18.

19.

The pandemic has caused construction shutdowns, shortages of labor and materials, supply chain
disruptions, financial uncertainty, shifting lending and transactional requirements and indefinite
delays on land transactions and project entitlements are major obstacles for housing development
and rehabilitation projects underway nationwide.

What new mechanisms and federal incentives do you envision once we get past the pandemic to
address the deepening of America’s housing affordability crisis?

Answer: I believe it is critically important that we have a housing system that serves all
Americans, and while the pandemic undoubtedly created challenges in the production of
affordable housing, shortages of affordable housing predate the pandemic. I am committed
to a Treasury Department that is focused on rebuilding our economy equitably. If
confirmed, I would look forward to working with you and others in Congress to identify the
correct (new or existing) solutions and incentives to address these important issues.

According to the Census Household Pulse Survey, 19 percent of renters are currently unable to
pay rent and, if that number remains steady, rent owed could amount to an additional $87.4
billion by the end of September 2021. I helped lead the creation of the first ever emergency rental
assistance program through Treasury’s Coronavirus Relief Fund in the coronavirus relief
legislation enacted along with the omnibus at the end of last Congress. Emergency rental
assistance is one of the most effective and sustainable ways to help te*nants and housing
providers get through this difficult time.

Do you support additional funding for of emergency rental assistance through the Coronavirus
Relief Fund, if necessary? And what other policies do you foresee implementing to sustain our
nation’s housing stability?

Answer: I am grateful to you for your leadership in developing effective and timely
programs to support families who rent their homes and apartments, as well as housing
providers, get through this difficult time. The relief that Congress provided is critical to
supporting Americans in need. If confirmed, I would look forward to working with you and
others in Congress to ensure that sufficient support is provided to help struggling families.

Any major investment in the nation’s infrastructure should recognize the important relationship
between America’s growing demand for rental housing and the industry’s ability to meet it. In
2016 at the end of the Obama/Biden Administration, a tool-kit was released aimed at modernizing
housing development regulations and removing local barriers. The tool-kit stressed the role that
zoning, land use regulations and lengthy development approval processes have played as part of
our housing affordability crisis.

What steps will this administration take as part of the infrastructure package to incentivize states
and localities to remove these barriers and regulation that discourage development and
renovation?

Answer: You raise important questions about the relationship between rental housing
development and regulations at the federal, state, and local levels. Rental housing is a
critically important part of assuring housing affordability. If confirmed, I would look
forward to working on ways to partner with you on these critical issues.
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20.

21.

22.

In my role on the Senate Homeland Security and Governmental Affairs Committee (HSGAC) this
Congress, I will be focused on the oversight jurisdiction over government-wide affairs,
particularly federal government-wide cybersecurity. The Treasury Department was one of the
agencies impacted in the recent SolarWinds cyberattack. HSGAC will be focused on learning
more about the attack and how to improve our preparedness with these attacks.

If confirmed, will you commit to working with Congress to provide timely and thorough
information about the attack?

Answer: The recent SolarWinds cyberattack that impacted a number of agencies across the
federal government is an issue of grave concern. If confirmed, I look forward to working
with Congress as we learn more about the attack and how to improve our preparedness.

As you are aware, | have a very strong interest in Ukraine and as the Co-Chair of the Ukraine
Caucus have worked in a bi-partisan manner to support Ukraine with militarily, and economic
assistance as well as pressuring them to continue on much needed anti-corruption reform. Ukraine
faces grave threats from Russia and since the Russian invasion on Crimea in 2014 and their
blatant support of pro-separatist forces in the Donbas have suffered greatly. Our sanctions
program has been very effecting in making the Russians pay a heavy economic price for their
actions.

Many of our sanctions are by Executive Orders — Can you make a commitment that you will
encourage the President to keep these sanctions in effect and work with the Congress to
strengthen these and other sanctions against our adversaries?

Answer: I understand your strong interest in this important matter. If confirmed, I will
work closely with the White House and counterparts at other agencies across the
administration on U.S. policy toward Russia. I commit to rigorously enforcing sanctions
targeting Russian actors for territorial aggression in Eastern Ukraine and Crimea and
other threats to U.S. national security.

Recent reports indicate that the Iranian regime and its military wing — the Iranian Revolutionary
Guard Corps (IRGC) — may be siphoning money away from the NIMA system (FOREX
Management Integrated System) in an effort to fund terror outside of Iran’s boarders. This
informal system was designed to give Iranian exporters access to a foreign exchange market so
that they could convert their foreign earnings into rials. However, there are allegations that the
IRGC has established a web of front companies which exploit this system to gain currency which
is then given to IRGC affiliated groups throughout the region.

What steps will you take as Treasury Secretary to ensure that the IRGC is not able to exploit
loopholes in the international banking system, and in more informal networks such as NIMA, to
fund terror outside its borders?

Answer: If confirmed, I will ensure that the Treasury Department is closely focused on any
Iranian efforts to evade sanctions and abuse the international banking system. Iran’s
support for terrorism is a very serious concern that, if confirmed, I will direct the dedicated
Treasury staff to closely monitor and seek to disrupt with all available tools.
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23.

24.

Following the Obama Administration’s adoption of the Joint Comprehensive Plan of Action
(JCPOA) with Iran, the Treasury Department granted Iran a specific license to access the U.S.
financial system.

Should the Biden Administration re-engage in negotiations with Iran regarding nuclear

capabilities, would you also consider granting Iran a specific or general license to access the
U.S. financial system?

Answer: The Biden-Harris Administration is committed to ensuring that Iran takes the
appropriate steps to resume compliance with its nuclear commitments. We will carefully
review what sanctions relief would be appropriate if Iran complies, and Iran will only enjoy
sanctions relief under the JCPOA if it complies with its nuclear constraints.

Following the grant of the specific license to Iran, Treasury officials were asked by members of
Congress if Iran was given access to the U.S. financial system as part of the JCPOA. Those
Treasury officials, under oath, stated that Iran had not been given such access.

Do you pledge to provide truthful information regarding the granting of any specific or general
license in response to congressional inquiries?

Answer: Yes, I will commit to provide truthful information regarding Iran sanctions and
licensing in my communications with Congress.
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Questions for the Record

From Senator Toomey

Hearing to Consider the Anticipated Nomination of Janet L. Yellen to Secretary of Treasury
1/19/2021

Senate Finance Committee

Tax Policy

President Biden has proposed several changes to the way U.S. corporations are taxed, including
amending provisions of the 2017 Tax Cuts and Jobs Act (P.L. 115-97). Among those changes
President Biden has called for are significant modifications to the tax levied on “Global
Intangible Low Tax Income” (GILTI). Under current law, this category of income is subject to a
minimum tax of between 10.5 and 13.125 percent annually. As such, the United States is the only
advanced economy that imposes a foreign minimum tax on the active foreign-source income of
domestically headquartered multinational companies. The GILTI tax, in addition to other
anti-base erosion provisions in the 2017 tax reform, was specifically designed to discourage profit
shifting, and, along with the corporate income tax rate deduction, encourage U.S. companies to
invest more in the U.S. rather than offshoring profitable economic activity.

Specifically, President Biden’s proposal would assess GILTI on a country-by-country basis as
opposed to the current aggregate approach; eliminate GILTI’s exemption for deemed returns
under 10 percent of “Qualified Business Asset Income” (QBAI); and double the tax rate assessed
on GILTI. On the whole, these changes would make U.S. multinationals less competitive than
they are today with a larger tax liability and a greater likelihood of inverting.

1. Dr. Yellen, if the proposed legislative changes to GILTI are adopted along with an increase in the
corporate rate, do you acknowledge U.S. multinationals would face higher effective tax rates and
thus become less competitive than they are today?

2. Would a higher tax burden on U.S.-based multinationals make it less likely that a newly formed,
or existing, U.S multinational company would locate its headquarters in the United States?

Answer, 1-2: During the presidential campaign, the President proposed raising the
corporate tax rate to 28 percent -- which is the midpoint of the pre-2017 level and the rate
imposed after the tax act. At 28 percent, the corporate tax rate would be substantially below
the level that had been in place for decades.

The Biden agenda would couple this tax change with massive investment that would benefit
American businesses of all stripes and improve our international competitiveness. This
includes a sweeping plan to bolster America’s infrastructure, ranging from surface
transportation to broadband to airports and waterways. The plan would allow billions of
dollars to worker training and college education, in addition to apprenticeship
programs--all of which would raise the productivity of American workers. The Biden plan
allocates hundreds of billions in research funds for renewable energy and other economic
priorities, which ultimately make us more competitive on the world stage. Finally, President
Biden has advanced a plan to quickly distribute vaccines to households while also providing
a lifeline for the American economy. These critical actions will help businesses across the
country, including those that are subject to the higher 28 percent corporate tax rate.
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Finally, if confirmed I commit to vigorously engage in the OECD/G20 negotiations to
reform the international tax system. A global minimum tax agreed to at the OECD would
stop the destructive global race to the bottom on corporate taxation. Indeed, any gap
between the US minimum tax rate and a globally agreed rate would likely be smaller than
the gap that exists today under the rules enacted under the Tax Cuts and Jobs Act.

Congress relied on the Treasury Department to fully implement the Tax Cuts and Jobs Act
consistent with congressional intent. Over the last three years, Treasury has issued various
regulations to carry out this responsibility. Taxpayers have made plans and investment
decisions in accordance with the law and accompanying regulations. It is important that
taxpayers be able to rely on the established law and regulatory implementation.

Do you intend to use Treasury’s regulatory authority to alter or repeal regulations pertaining to
implementation of the Tax Cuts and Jobs Act?

If so, will you and other Treasury officials consult with Congress in a bipartisan manner prior to
exercising rulemaking authority?

Answer 3-4: I will work to ensure the country’s tax laws are implemented and enforced
fairly. Any review of regulation will seek to ensure they are consistent with the law. Going
forward, the Treasury Department will work in coordination with Congress on important
issues such as these.

Currently, the OECD is in the midst of multilateral negotiations on tax challenges arising
from digitalization. Negotiations thus far have centered upon two “pillars”, one focusing on
allocation of taxing rights and the other on a global anti-base erosion proposal.

The Trump Administration was at first extensively involved in the negotiations, and
expressed support for reforming the international tax system in order to provide for greater
tax certainty and so that countries will drop their digital services taxes. However,
negotiations were put on pause in 2020.

As Treasury Secretary, will you commit to re-engaging in multilateral negotiations through the
OECD process to address issues of tax challenges through digitalization?

Answer: If confirmed, I will commit to vigorously engaging in a cooperative multilateral
effort to address base erosion and profit shifting through the OECD/G20 process, and to
working to address the tax challenges raised by the digitalization of the economy in that
context.

Will you commit to closely examining the economic effects of any proposals on diverse sectors of
the U.S. economy, and to supporting policies that promote long-term growth, as well as a
transition period during which the new rules are implemented?

Answer: I appreciate your concern regarding the economic effects of any agreements

reached in the OECD negotiations. If confirmed, I commit to examining the economic
effects of any OECD proposals, and to supporting policies that promote equitable growth.
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7. Will you commit to keeping the Senate and the members of the Senate Finance Committee
updated on the progress of the negotiations, and to bringing any final agreement back to the
Senate to discuss with members of this Committee?

Answer: If confirmed, I will commit to keeping the Senate and the members of the Senate
Finance Committee appropriately updated on the OECD/G20 negotiations. Further, any
treaty arrangements would of course require the advice and consent of the Senate and I
commit to satisfying any such requirements.

Instead of waiting for agreement at the OECD level, a number of countries have chosen to
unilaterally implement their own digital services taxes (DSTs). As of January 15™ 2021, over
a dozen countries have already imposed DSTs, with many more countries having either
published proposals or announced an intention to publish a proposal to enact a DST.

The details of these DST proposals vary by country, but the policy frequently discriminates
against non-resident businesses and imposes double taxation. Additionally, the DSTs of
certain countries appear to be designed to specifically target United States digital
companies.

In retaliation for these DSTs, the Trump Administration has initiated investigations under
Section 301 of the Trade Act of 1974, into DSTs that have been adopted or are being
considered by a number of U.S. trading partners. In several of these investigations, the
United States Trade Representative has authorized the use of tariffs as a response.

8. Do you agree that a multilateral solution to digital taxation is a better approach than relying upon
retaliatory tariffs?

Answer: I am aware of the concerns U.S. companies have raised about digital services taxes.
I agree that retaliatory tariffs also impose costs of their own on American households. I am
committed to a cooperative multilateral effort to address base erosion and profit shifting
through the OECD/G20 process, and will commit to work to resolve the digital taxation
dispute in that context.

Several Democrats in Congress have endorsed a financial transactions tax (FTT). One such
proposal would levy a 0.5 percent tax on stock trades and a 0.1 percent tax on bond trades.
A FTT would significantly damage capital markets by raising transaction costs, decreasing
trading volumes, and reducing liquidity. Over half of American households are invested in
equity and fixed-income securities — either directly or indirectly — so this proposal would be
destructive for American investors. President Biden has not included a FTT in his official
tax policy platform.

9. Do you believe that a FTT would reduce liquidity in capital markets? Would it raise costs and
lower returns for the majority of Americans who are investors?

Answer: You raise an important question about financial transaction taxes (FTT). As you
may know, President Biden has not put forward a financial transaction tax proposal. FTTs
vary widely in their design, and have different impacts on markets. I have not yet had an
opportunity to study particular FTT designs and evaluate their impacts.
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Financial Stability Oversight Council

10.

11.

12.

13.

I am concerned about the Financial Stability Oversight Council’s (FSOC) designations of
Systemically Important Financial Institutions (SIFIs). A SIFI designation is troubling in part
because it creates moral hazard: it formalizes an institution’s “too big to fail” status and creates
the expectation that the taxpayers will bail out a SIFI that falls into financial distress.

Also troubling is FSOC’s history of exercising its SIFI designation powers. Under the Obama
Administration, FSOC made overreaching SIFI designations of non-banks in a manner
completely lacking transparency, and without providing a clear path for de-designation. Perhaps
the best-known example of this was FSOC’s designation of MetLife. A D.C. District Court judge
overturned the designation, holding that FSOC had acted arbitrarily and capriciously by ignoring
its own guidance on designation and failing to do a cost-benefit analysis, the bedrock of reasoned
regulatory decision-making in our system.

Since then, in 2019, FSOC issued a policy that made several improvements to the non-bank
designation process. These included emphasizing that designation is a last resort, requiring
cost-benefit analysis and an assessment not only of the impact of a risk but also the likelihood that
it will be realized, as well as creating both pre-designation and post-designation “off-ramps” to
help firms and regulators avoid or reverse SIFI designation by mitigating systemic risks.

Congress still needs to reform Dodd-Frank to prevent FSOC from reverting to its troubling prior
patterns of engaging in over-designation and arbitrary processes. In the meantime, I hope that as
the FSOC Chair, you will exercise restraint in making any SIFI designations, and commit to a
transparent and fair process.

Will you commit that, if confirmed, you will ensure FSOC:

continues to treat SIFI designation as a last resort,
maintains a clear process for SIFI designation,
conducts cost-benefit analysis for all designations, and

provides institutions with the opportunity to avoid designation and, if designated, a clear path to
reverse such designation?

Answer: You have raised a series of important questions regarding the Financial Stability
Oversight Council. I will respond to the series of questions 9-12 in one set of responses.

The Financial Crisis exposed enormous weaknesses in our financial system, and in our
system of financial oversight. The crisis crushed the U.S. economy and caused enormous
devastation to businesses and families. Taxpayers were exposed to significant risks. The
weaknesses in our financial system led to an extremely slow recovery that hurt millions of
Americans. In response, Congress enacted the Dodd-Frank Act to reform financial
regulation, including regulation of the non-bank financial sector that had caused so much
harm to the American economy. One important aspect of the Financial Crisis was that
non-bank firms such as AIG and Lehman Brothers were not subject to meaningful and
effective prudential supervision at the federal level.
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14.

Congress established the Financial Stability Oversight Council to bring together the
financial regulatory community to identify and respond to emerging threats to financial
stability, and to promote market discipline. The Council is tasked with identifying “risks to
US financial stability that could arise” and “respond to emerging threats to the United
States financial system.” To help achieve this, the SIFI designation authority is statutorily
provided in order for FSOC to address risks that non-bank financial companies may pose to
U.S. financial stability in the event of their material financial distress or failure. FSOC
should have the tools to protect our economy from systemic threats, whether they’re
presented by a single firm or actions by an array of firms.

I agree that designation should not be undertaken lightly, that there should be a clear
process for designation, and that designation was never meant to be a one-way street.
Procedures should require an annual review, and firms, if designated, should be regularly
evaluated and are certainly able to adjust their business models to be less risky in an effort
to be de-designated. As you may know, I disagreed with the procedural changes put in place
by the prior administration because I think they did not show fealty to the statute Congress
enacted and risked re-exposing taxpayers, households, businesses, and our economy to the
failure of non-bank firms.

In a virtual event hosted by the Brookings Institution in June 2020, you proposed to expand
FSOC’s power to regulate directly the activities of non-bank financial institutions. You said, in
part: “I personally think we need a new Dodd-Frank . . . . We need to change the structure of
FSOC and build up its powers to be able to deal more effectively with all of the problems that
exist in the shadow banking sector. I think the structure is inherently flawed. I think the agencies
need a definite financial stability mandate.”

Expanding FSOC’s role to allow it to directly regulate financial stability, instead of coordinating
the activities of regulators, would also entrust regulation of specific markets to a body made up of
the heads of agencies with highly specific regulatory specialties and expertise in distinct and
disparate regulated markets. This means that FSOC has members, who lack expertise in particular
types of activities or regulated entities, but would be responsible for devising and implementing a
compulsory regulatory regime to govern these same businesses.

Additionally, FSOC represents a highly politicized viewpoint. Its members are the political heads
of all of the financial regulators. Despite purporting to represent several multi-member
commissions with commissioners from both political parties, FSOC’s members are the heads (i.e.
chairs) of those commissions. They are not obligated to submit their FSOC activities to a vote by
their commissions, and can act unilaterally. And, FSOC is significantly less transparent and
accessible than the underlying agencies.

What do you consider to be “shadow banking” organizations?

Answer: One way that is commonly used to describe non-bank firms that engage in
activities similar to banks is to describe them as “shadow banking” organizations. The term
is meant to encapsulate a range of activities that may pose systemic risk to the financial
system.
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15.

16.

17.

18.

As a practical matter, the financial regulators have extraordinary powers over the institutions they
regulate. What additional regulatory powers are you suggesting FSOC should receive?

If FSOC or any of its component regulators were to identify a new problem in the regulatory
system that they lacked the authority to address, wouldn’t the appropriate response be to come to
Congress and recommend that the duly elected representatives of the people enact legislation to
address the problem rather than increasing the already vast powers of the financial regulators?

Answer, 15-16: With respect to the important questions you raise in 14 and 15, I would
suggest that while the independent financial regulatory agencies and FSOC have significant
authorities, it is difficult to regulate systemically risky activities that cut across markets. If I
am privileged to be confirmed as Treasury Secretary, I would look forward to working with
the members of FSOC and the Congress to explore these questions further.

I am concerned about recent proposals to advance a liberal environmental policy agenda
through the regulation of banks and other financial institutions. Particularly troubling are
calls to implement climate stress tests on banks. Financial regulators lack the expertise to
make environmental policy.

More importantly, generating environmental regulation is not the mission of financial
regulators. Rather than regulating the safety and soundness of a financial institution,
climate stress tests and other climate policies in the banking space are designed to prevent
those institutions from holding certain assets as a form of indirect punishment against
disfavored industries such as oil and gas. Moreover, the climate stress tests are not a
function of climate change itself impacting the firm’s assets, but rather the risk that
government—specifically unelected bureaucrats—will implement policies to ban or restrict
them. Thus, climate change regulation is a self-fulfilling prophecy for the government: your
oil and gas assets are unprofitable because we have decided to make them so.

Moreover, as the last year has demonstrated, banks are in a resilient position even when
facing a severe unexpected financial downturn. As Federal Reserve Governor Randy
Quarles noted in November 2020: “Liquidity and capital remain high and, indeed, have
increased at our largest banks over the course of the COVID event. Firms have sharply
increased their reserves, setting aside resources today against losses they may incur
tomorrow. Banks are well positioned to serve as a bulwark against broader financial and
economic stress.” Adding an additional stress testing regime to the existing one would
impose significant economic costs, but is not likely to result in a material additional benefit
to stability.

Will you commit not to use the Treasury Department to advance environmental policy through
financial regulation?

Will you commit not to use FSOC to urge other agencies to advance environmental policy
through financial regulation?

Answer 17-18: In questions 17 and 18, you raise important questions about the connection
between environmental policy and financial regulation. I agree with Federal Reserve
Chairman Jerome Powell that it is important for financial regulators to assess all the risks
facing the financial system, including risks from climate change. If I am privileged to serve
as Treasury Secretary, I would look forward to working with the members of FSOC and the
Congress to explore these questions further.
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Capital Markets

19.

20.

21.

Despite the efforts of the Securities and Exchange Commission (SEC) over the past four years, it
still appears to be too costly for a company to go and stay public. Going public used to be a
capital-raising event but it is now all too often a liquidity event for early investors like venture
capital funds and a company’s founders. The 1990s saw an average of around 550 IPOs annually.
During the last decade, the number of IPOs were almost one-third that figure, at around 200
annually. Similarly, during the 1990s there was an annual average of about 7,200 total public
companies. Now, there are 40% fewer public companies, with an annual average of around 4,300
public companies. Although there was an increase in IPOs in 2020, a number of these IPOs were
non-traditional special purpose acquisition companies (SPACs). Thus, 2020 may represent an
aberration from the long-term decline of IPOs. Do you agree that part of the IPO decline can be
addressed by lowering the costs of going and staying public?

Answer: You raise important questions about the structure of our capital markets and the
vitality of the American economy. The causes and consequences of changes in the
composition of capital markets and American businesses are complex. If I have the privilege
of being confirmed as Treasury Secretary, I would look forward to studying these issues
further and to working with the Congress on these important matters.

In October 2017, the Treasury Department released a report and recommendations on improving
the capital markets. Which recommendations in the report do you agree with?

Answer: The United States has the deepest and most liquid capital markets in the global
economy. The President is committed to maintaining a sound economy and confidence in
our financial system. If confirmed, I look forward to studying the findings of the 2017
report to see how Treasury can build even further on our already-strong capital markets
while ensuring strong investor protections.

Going public may not be appropriate for all businesses, such as a small family-run business.
Private markets play an important role in capital formation and job creation. Two years ago, new
companies accounted for more than 25% of all employment gains. According to the SEC, in
2019, registered offerings accounted for $1.2 trillion (30.8%) of new capital raised, while exempt
offerings accounted for approximately $2.7 trillion (69.2%) of new capital raised. Do you agree
that private markets are important to the economic growth of the United States?

Answer: I agree with you that both public and private markets are important to the

economic growth of the United States. If I am privileged to be confirmed as Treasury
Secretary, I would look forward to working with you on these issues.
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22.

23.

24,

A small business in need of $500,000 often cannot raise that amount of funds from friends
and family. However, $500,000 is often too small of an amount for a bank to make a loan or
a venture capital firm to make an investment in a small business. How would you encourage
further capital formation to fill this need?

Answer: | agree with you that small businesses often have critical capital needs that are not being
met. Small businesses are the bedrock of the American economy and of our communities.
Oftentimes, small businesses struggle to get access to bank loans, and venture capital investments
are even harder to obtain, especially for businesses not located in a handful of large cities with
significant venture capital presence. These means that many small businesses all across the
country that would otherwise be successful founder through no fault of their own. Congress took
an important step in the Omnibus legislation by providing additional small business relief and
creating a new initiative at Treasury to support Community Development Financial Institutions
that serve small businesses and other borrowers in economically distressed communities. If [ am
fortunate enough to be confirmed as Treasury Secretary, I would be honored to work with you
and other members of Congress to expand access to capital for small businesses throughout the
United States.

Entrepreneurs, including minority and female entrepreneurs, need capital to transform their ideas
into new businesses that will create jobs. Would minority and female entrepreneurs benefit from
more opportunities to raise capital in the private markets?

Answer: I agree with you that entrepreneurs, including minority and female entrepreneurs,
need better access to capital to launch and grow their businesses and to create jobs. There
are a wide variety of potential ways to improve access to capital for entrepreneurs, and if
confirmed as Treasury Secretary, I would look forward to working with Congress on
strategies to expand access to capital for entrepreneurs.

Retail investors could benefit from increased diversification of their investment portfolios and
potentially higher investment returns if they had increased access to private investments, such as
venture capital and private equity. Defined benefit plans frequently invest a portion of their assets
in private investments. A 2018 study by the Center for Retirement Research indicates that a
defined benefit plan may hold, on average, 19% of its assets in private investments. However,
most Americans do not have a defined benefit plan and currently there is very little or no
exposure to private investments in target date funds offered by employers’ 401(k) plans. Do you
support providing employees at least a limited exposure to private investments through
diversified funds with long investment horizons, such as target date funds designed for workers
with a retirement date more than 20 years in the future?

Answer: I agree that diversification in investments is a desirable outcome in principle, but
there are many possible options for achieving that outcome. I look forward to studying this
issue further, as building wealth for the middle-class, closing racial wealth gaps, and
protecting the retirement safety of American workers are top imperatives for this
Administration.
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Data Collection and Security

25.

In your role as Treasury Secretary, will you explore how to modernize data collection and data
standards for federal agencies, particularly to enhance data security and consistency and
coordination between such agencies?

Answer: If confirmed as Treasury Secretary, in my role as chair of FSOC, I will work with
the financial regulatory community and the Office of Financial Research to review existing
data capture standards and practices. The goal will be to ensure that the federal
government is able to make the most informed and transparent policy decisions possible,
informed by secured processes and consistent metrics.

National Security

26.

27.

28.

29.

The Office of Foreign Asset Control (OFAC) within the Treasury Department administers
economic and trade sanctions based on U.S. foreign policy and national security goals.

Will you commit to have OFAC work with my staff to identify the ways in which current
sanctions laws on North Korea and China, including the BRINK Act (P.L. No. 116-92) and the
Hong Kong Autonomy Act (P.L. No. 116-149), can be more rigorously implemented?

Answer: Yes, I can commit to having OFAC personnel discuss with your staff the current
sanctions on North Korea and China, including whether the current sanctions are effective
and whether such sanctions should be strengthened and, if so, how to do so.

Do you agree that Iran is the world’s largest state sponsor of terrorism?

Answer: Yes. I do agree with that statement.

Unless an Iranian government entity designated by OFAC as a Specially Designated Global
Terrorist (SDGT) has permanently and verifiably ceased its support for terrorism, do you agree
that lifting, rescinding, or significantly weakening such a designation would result in the Iranian
government’s enhanced capacity to support, finance, or commit acts of terrorism?

Answer: The Biden-Harris administration has made a commitment, as part of an overall
review of the United States’ posture toward Iran, to review current U.S. sanctions on Iran. I
believe such a review should take into account how the lifting or lessening of such sanctions
might impact Iran’s ability to support terrorism and how to counter such support as
effectively as possible.

Will you commit to have OFAC provide regular and reoccurring staff-level briefings on the Iran
sanctions program to the Senate Banking Committee while you are Treasury Secretary?

Answer: Yes, I will commit to working with the Senate Banking Committee to ensure that
adequate briefings are provided on the Iran sanctions program.

73



30.

31.

32.

33.

A primary goal of the Financial Crimes Enforcement Network (FinCEN) within the Treasury
Department is to safeguard the financial system from illicit use and combat money laundering
related crimes, including terrorism. In 2011, under President Barack Obama, FinCEN found Iran
was a jurisdiction of “primary money laundering concern” under Section 311 of the Patriot Act.
In 2019, under President Donald Trump, FinCEN finalized its finding that Iran was a jurisdiction
of primary money laundering concern and took special measures to ensure that the Iranian
financial system remained closed off from the United States.

Do you agree with the determinations made by FinCEN during the Obama and Trump
administrations that Iran is a jurisdiction of primary money laundering concern?

Answer: Yes, I believe Iran is a jurisdiction of primary money laundering concern.

Will you keep in place the Treasury Department’s Section 311 special measures on Iran as long
the country continues to finance terrorism and fails to clean up its financial system?

Answer: I believe we should keep in place various rigorous restrictions on Iran targeting its
malign support for terrorism until such time as this ceases. I also believe that we should
closely examine all such measures in the policy review the Biden-Harris administration will
be conducting regarding the United States’ overall posture toward Iran.

The FY21 NDAA (P.L. No. 116-283) instructs the Director of FinCEN to “reach out to members
of the small business community”” when promulgating the regulations needed to carry out Title
LXIV of the law, which establishes new beneficial ownership reporting requirements. How will
the Treasury Department implement this directive and how will it ensure that its regulatory
process adheres to the Regulatory Flexibility Act (5 U.S.C. § 601 et seq.)?

Answer: I agree strongly on the need for federal banking agencies, including but not limited
to FinCEN, to consult with the small business community when promulgating regulations,
including on the promulgation of rules and guidance to implement the beneficial ownership
reporting requirements. If confirmed, I will ensure this consultation occurs.

The United States dollar serves as the world’s premier reserve currency. What level of U.S.
public debt is a threat to the dollar’s status as the world’s reserve currency?

Answer: There are important reasons that the U.S. dollar is the world’s dominant reserve
currency. The United States has the largest economy, and the deepest and most liquid
capital markets. We are committed to maintaining a sound economy and confidence in our
financial system. Indeed, the Biden-Harris administration will make investments in the
American people that will accelerate the U.S. economic recovery and lay the foundation for
a strong and equitable U.S. economy in the years ahead. The world can be certain that the
United States will not seek a weaker currency to gain competitive advantage.
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United States Senate Committee on Finance
Hearing on the Nomination of the Honorable Janet Yellen to be Secretary of the Treasury
January 20, 2021

Senator Tim Scott (R-SC)

Questions for the Record for Dr. Janet Yellen

As I noted at your nomination hearing on Tuesday, we recently passed into law a historic,
bipartisan $900 billion dollar package to address the on-going COVID-19 pandemic through
additional targeted relief. This package provided more than $80 billion for schools to reopen
safely, supported greater investment into rural broadband, sent more than $280 billion to re-start
the PPP for a second round, and even provided a second round of direct relief checks to
Americans.

Yet here we are again, less than a month later, preparing to see another $1.9 trillion dollar
package rammed through by way of President Biden’s ‘American Rescue Plan.” The American
Rescue Plan includes a third round of stimulus checks to the tune of $1,400-per-person, raises the
federal minimum wage to $15 an hour, and includes $400 per week enhanced unemployment
benefits. With $4 trillion added to the debt last year alone, our national debt is now at its highest
level relative to our economy since the end of World War II. At some point, we will start paying a
price for this.

a. Chair Yellen, in your opinion, at what point should we start taking serious action to rein
in the debt?

b. Should the mounting debt influence the size of additional COVID relief packages, and, in
your view, when and how will we know that enough stimulus spending has been
achieved?

Answer, 1a-b: As I said at my hearing, I agree that it is essential that we put the federal
budget on a sustainable path. But, I believe the most important thing we can do to achieve
that goal is to defeat the pandemic, provide relief to the American people and make critical
investments that will help the economy grow. To avoid doing that would run the risk of
causing greater long-term fiscal damage. So, I agree that the long-term fiscal trajectory is a
cause for continuous focus and attention, but I believe addressing that issue over the
long-term requires first taking sufficient and appropriate action to take on the pandemic
and address the current economic crisis.
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As we know, the American Rescue Plan also includes $400 per week in enhanced unemployment
benefits. However, this $1.9 trillion package seemingly skips over the opportunity to pair this
with incentives for workers to build skills during this time. Such incentives allow workers to
combat skill atrophy and re-enter the workplace from a more competitive place. The Skills
Renewal Act, which I joined Senators Sasse and Klobuchar in introducing last year, would
resolve this issue by creating a new, targeted credit for skills building.

a. Chair Yellen, are you supportive of incentives to drive skills building and economic
mobility, and do you believe concepts like this should be included in future COVID relief
packages?

b. If confirmed, will you commit to working with me to achieve greater incentives for skills
building, in particular for low-income Americans?

Answer, 2a-b: I believe that alongside efforts to provide financial relief and assistance to the
unemployed and to struggling households, there is an important role for building skills and
providing new opportunities for upward mobility. As we develop legislation to respond to
the immediate crisis and build a strong recovery I would - if confirmed -- welcome the
opportunity to work with you to improve opportunities for skills building that can provide
existing workers and the unemployed paths to higher-paying jobs.

The American Rescue Plan would also increase the federal minimum wage to $15 an hour. In
July of 2019, the CBO released a report finding that raising the federal minimum wage to $15 an
hour could cause up to 3.7 million people to lose their jobs. In particular, the consequences will
be especially brutal for small businesses, which already operate within razor-thin budget margins.
a. Taking into account the plethora of other forms of direct assistance provided in this $1.9
package, was there any consideration for a more moderate figure or delaying when this
would go into effect?
b. Was there any consideration given for how this would harm small businesses, which
employ nearly half of all Americans and which have already suffered a 32-percent
reduction in revenues because of the pandemic?

Answer, 3a-b: The proposal to raise the minimum wage seeks to address the imbalanced
nature of the recovery and will benefit millions of essential workers. I believe the workers
who have risked their health to provide necessary services to American households should
be paid a wage that allows them to afford basic necessities like food and rent.

The minimum wage increase would be phased in over time, giving small businesses plenty of
time to adapt. This increase would also unlock billions of dollars of consumer spending that
would fuel demand for the essential goods and services small businesses provide. With more
revenue, small business owners could pay their employees higher wages -- which will
increase productivity and retention -- and invest in new equipment, expand their
operations, and grow their business.
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As you may know, my home state of South Carolina is a manufacturing powerhouse and a leader
in trade. Under the Trump Administration, and prior to the pandemic, we saw 1.2 million new
manufacturing and construction jobs created here in the U.S., thanks to the pro-growth policies
we put in place. Yet the on-going trade wars have undoubtedly also restricted the ability for firms
to experience greater growth and expansion. One thing I continue hear from my constituents is,
“when are the tariffs going away?”

a. Chair Yellen, your predecessor, Sec. Mnuchin, was very active in negotiating the China
Phase One deal as well as other measures related to tariffs. If confirmed, how will you
address the continued use of tariffs?

Answer: President Biden will review all aspects of the Trump Administration’s
trade policies toward China, including how completely Beijing has lived up to the
terms of the Phase One Agreement negotiated with the Trump administration. As
part of his review, the President will consult with allies to galvanize collective
pressure on China and support American workers and businesses.

b. What kinds of monetary, fiscal, and tax policies do you believe would most help improve
the lives of those who work in our manufacturing sector?

Answer: America needs a stronger, more resilient domestic supply chain in a
number of areas supporting domestic innovation, U.S. jobs, and national security.
President Biden is calling for new incentives to spur domestic production of critical
products in the United States. This will include new targeted financial incentives,
including tax credits, investments, matching funds for state and local incentives,
R&D support, and other incentives to encourage the production of designated
critical materials such as semiconductors in the United States. He is also calling for
the U.S. to close supply chain vulnerabilities across a range of critical products on
which the U.S. is dangerously dependent on foreign suppliers.

c. What in your view are the most important policies you would pursue as Treasury
Secretary to promote an innovative and competitive manufacturing sector?

Answer: There is a wide array of policies that can help improve the strength of
American manufacturers. This includes reforming and eliminating harmful tax
policies which reward offshoring and penalize U.S. companies for manufacturing
within U.S. borders, including some of the international tax reforms enacted as part
of the Tax Cuts and Jobs Acts. In addition, government procurement can prioritize
products made by American companies employing American workers, as in the
policy laid out by President Biden during the campaign which promised to shift
critical supply chains back to the U.S. through expanded procurement purchasing
power. Empowering domestic manufacturers also includes pursuing innovative
policies, like the Manufacturing Extension Partnership, which provides technical
assistance to small manufacturers. Lastly, like all small businesses, American
manufacturers benefit from accessible and affordable access to capital to grow and
expand their businesses, and, if confirmed, I would prioritize policies that provide
much-needed capital to aspiring entrepreneurs.
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As you know, | have a professional insurance background from my time before Congress as a
small business owner serving policyholders that are now my constituents. I believe that the
International Capital Standard (ICS) framework as proposed would negatively impact the U.S.
insurance market and its consumers, specifically as it relates to long-duration products like
annuities that fill a critical need for South Carolinians who depend on these fixed-income
products to support themselves during retirement. The ICS would increase the costs associated
with offering these long-term products and make them less readily available. Furthermore, the
ICS would negatively impact the ability of U.S. insurers to bring new and more affordable
products to market that fulfill the growing and changing financial needs of everyday Americans.

The European regulators that have dominated this process thus far oversee markets with much
different conditions than ours here at home. They lack the state guarantee funds we have to
protect consumers in the event of an insurer default or insolvency. They lack a robust
private-sector retirement product market like the one we have. We should reject foreign rules of
the road when they pose a threat to the prosperity and wellbeing of the American consumer.

As a member of “Team USA,” the Treasury Department has advocated for the recognition of our
policyholder-centric, state-based U.S. insurance regulatory system by the International
Association of Insurance Supervisors (IAIS). It is imperative that the U.S. regulatory capital
framework is recognized internationally so that American consumers and insurers are not
adversely affected by the application of an ICS that was clearly not designed to meet our needs.

a. Will you be a strong voice as Treasury Secretary to advocate internationally for the
recognition of the U.S. insurance regulatory capital framework? If so, how specifically?

b. Related to regulatory capital, the TAIS is in the second year of a five-year monitoring
period that will end in a decision as to whether the Aggregation Method (AM), which
leverages the results of our existing regulatory capital framework, produces comparable
outcomes to the ICS. The Treasury Department’s Federal Insurance Office plans to
complete a study of the impacts that ICS adoption will have on the U.S. consumers,
insurers, and insurance markets. Under your direction, how would FIO plan to use the
study and its results in order to support the assessment that the AM and ICS produce
comparable outcomes?

Answer Sa-b: It is critical that international regulatory standards are designed to serve
different markets with diverse structures and needs. When it comes to the U.S., this means
respecting our system of market-based insurance provision and state-based insurance
regulation. I am committed to engaging with international bodies like FSB and IAIS to
achieve regulatory outcomes consistent with the interests of American market participants
and state-based regulators, and I will continue the Federal Insurance Office’s efforts to
study the effects of ICS on U.S. insurance markets. I look forward to studying this issue
further and incorporating this research into my approach to advocating on behalf of U.S.
insurers and state regulators, if confirmed.

78



It has now been over eleven years since the government bailed out Fannie Mae and Freddie Mac
and placed the institutions into conservatorship. Under the Trump administration, former
Treasury Secretary Mnuchin and former HUD Secretary Carson, in consultation with FHFA
Director Calabria, developed a plan for administrative and legislative reform of the federal
housing finance system. While those reformative actions have been a positive step forward, the
GSEs are still more highly leveraged then they were before the financial crisis and taxpayers
remain on the hook in the event of the next market downturn. I remain strongly committed to
comprehensive reform of our housing finance system by Congress and look forward to working
with Ranking Member Toomey and Treasury on this issue.
a. In your view, what role should the government play in providing an explicit backstop to
the GSEs?
b. If confirmed, how will you work with FHFA to address housing policy and build on the
achievements of this administration in the near-term?

Answer 6a-b: You raise important questions about the housing finance system. We need a
system that promotes financial stability, protects consumers and taxpayers, and provides
stability and affordability to households. A core feature of the U.S. housing finance system
is the 30-year fixed rate mortgage. I look forward to working across the Administration and
with the Congress in support of these goals, if confirmed. Treasury's support for Fannie
Mae and Freddie Mac as set forth in the Preferred Stock Purchase Agreements has been
crucial to providing stability throughout the conservatorship. I look forward to carefully
reviewing the recent changes reflected in the agreements.

During your tenure at the Federal Reserve, you were intimately involved in systemic risk
regulation and have significant experience on FSOC. I was especially pleased by your recent
exchange with Senator Toomey during Tuesday’s hearing in which you indicated that you are
supportive of FSOC emphasizing an activities-based approach to systemic risk instead of favoring
designating individual entities as systemically important.

Should FSOC be required to follow a transparent framework for designating individual entities as
systemically important after it exhausts all other alternatives?

Answer: As you know, the key tenant of the FSOC is to coordinate among regulators so that
significant risks to our economy do not go unaddressed because they do not fall wholly into
the purview of one regulator’s jurisdiction. My view is that the FSOC should address risks
whatever their origin. But our focus must remain on stability in our financial system and
ensuring that we are prepared to mitigate market disruption in times of stress.

I understand that the legal landscape has shifted somewhat since the Obama
Administration, but I believe the FSOC should have the tools to protect our economy from
systemic threats, whether they’re presented by a single firm or risky actions by an array of
firms. I understand this is an important issue, and if I have the honor of being confirmed, I
look forward to working with you as we refine our process for activities-based approach.
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As you may know, last year 3.2 Million Baby Boomers retired, effectively doubling the amount
of retirees from 2019, according to the Department of Labor.

As America’s aging population grows, what is your approach to ensuring a secure retirement,
especially for our most vulnerable populations?

Answer: Having a strong Social Security program is essential in order to ensure a secure
retirement for all Americans, especially for our most vulnerable populations. President
Biden has called for a Social Security reform package that would boost benefits for
vulnerable beneficiaries — including widows and widowers, workers with low lifetime
incomes, and older beneficiaries — and provide an across-the-board increase for all
beneficiaries. The plan also improves the long-run fiscal position of the Social Security
Trust Fund by asking wealthy taxpayers to pay the same rate on their income as other
workers. I look forward to working with Congress to ensure the strength of the Social
Security program for decades to come without burdening middle-class taxpayers, if
confirmed.

In addition, President Biden is committed to reforming the tax benefits associated with
individual retirement saving so that all Americans are supported in their efforts to save for
retirement. I look forward to studying this issue further, as building wealth for the
middle-class and closing racial wealth gaps is a top imperative for this Administration.
Finally, older workers have experienced enormous job loss in our current recession.
Helping older workers who were not yet ready to retire return to work is an essential part
of ensuring that they will be prepared for retirement.
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Senator Cassidy

In the Consolidated Appropriations Act of 2020, P.L. 116-93, 1 was able to secure funds for the Financial
Crimes Enforcement Network (FinCEN) to contract with an external vendor to thoroughly assess the risk

that Trade Based Money Laundering (TBML) and other forms of illicit finance pose to our national

security.®

The inclusion of this funding stemmed from the FY2020 Financial Services and General Government

Appropriations Act.” Further detail on the study is provided here:

1) Combating TBML is a top legislative priority of mine, and I am eagerly awaiting the results of

Trade-Based Money Laundering—The United States has robust
anti-money laundering and counter-terrorist financing regulations in
place, yet transnational criminal organizations and terror organizations
continue to fund their illicit operations. Rather than utilizing the formal
financial system, many of these entities fund their organizations and
operations through the use of trade transactions, known as trade-based
money laundering [TBML]. TBML disguises proceeds of crime by
moving value through trade transactions. It is very hard to identify and
investigate, which is why the use of trade to launder money has become
such an attractive option to criminal and terrorist organizations.

The Federal Government achieves an impressive level of success in
identifying, investigating, and prosecuting money laundering offenses
that occur through the formal financial system, yet TBML has been a
challenge for U.S. agencies given the fluid nature of trade. Given that
criminal and terrorist organizations use trade to finance their operations,
it is necessary for the United States to understand the full breadth of risks
posed by trade-based money laundering and other forms of illicit finance.

The Committee recommendation includes $2,000,000 for FinCEN to
contract with an external vendor that will thoroughly assess the risk that
TBML and other forms of illicit finance pose to our national security. ®

the aforementioned study. Please provide me with an update on the status of the study. When do

you anticipate completion of the study? Will you ensure that the study is a priority and that I

receive monthly updates on its status until it is completed?

Answer: 1 agree that Trade-Based Money Laundering is a serious concern. If confirmed, I
will promptly look into the status of the report and provide periodic updates to your office.

¢ See H. Comm. Prt. 38-678, at 635 (2019), available at:
https://www.govinfo.gov/content/pkg/CPRT-116HPRT38678/pdf/CPRT-116HPRT38678.pdf

7S. 2524, 116" Cong. (2019).
8S. Rep. No. 116-111, at 19 (2019), available at:
https://www.appropriations.senate.gov/imo/media/doc/FY2020%20FSGG%20Appropriations%20Act,%20R eport%

20116-111.pdf
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January 19, 2021 Senate Finance Committee Hearing to Consider the Anticipated Nomination of the

TAX:

Honorable Janet L. Yellen to Secretary of the Treasury
Questions for the Record

Senator James Lankford (OK)

Dr. Yellen, in your appearance before the Senate Finance Committee on January 19, 2021, you
made clear that recovering from the pandemic would be the first priority for the incoming Biden
Administration. You reiterated the need for the U.S. to be competitive and that we must
encourage growth here at home. However, we also know that the incoming Biden Administration
has proposed increasing the corporate tax rate, reversing pieces of the Tax Cuts and Jobs Act,
increasing the minimum wage, and imposing new regulations.

a. Can you confirm that tax increases will not be imposed while the economy and American

businesses are still recovering from the pandemic?

Answer: If confirmed, my immediate priority would be taking the steps we need to address
the current crisis -- getting the pandemic under control, providing relief to struggling
families and businesses, and supporting the communities that have been hardest hit. The
American Rescue Plan that President Biden released reflects that focus, through measures
that support the public health response and offer economic support to households. As I said
in my testimony, in addition to this immediate relief, the President also intends to pursue
measures that support a stronger economy over the longer-term, and in that context, there
will likely be opportunities to help pay for permanent investments through measures that
close loopholes and ask the wealthy to pay their fair share.

I am concerned about any tax increases on our small businesses, especially in the wake of a
global pandemic. In response to questions from my colleagues, you’ve said the “focus is on
providing relief, and on helping families... and not on raising taxes,” and that the Administration
would push for tax increases “longer-term.”
a. When is longer-term and what economic signals will you be watching for before
recommending a tax increase?

Answer: As I noted in my testimony, our first task is to provide immediate support to the
economy by combating the pandemic, providing relief to families and businesses, and
supporting hard-hit communities. In offering the American Rescue Plan, President Biden
proposed an approach that would focus first on putting the nation and its economy on a
path out of this crisis. If confirmed, I would look forward to working with Congress to first
pass these measures, and then to pursue policies that would build a stronger economy over
the long-term.
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CHARITABLE GIVING:

3.

Dr. Yellen, as you may know, Congress enacted a non-itemizer charitable deduction last year,
allowing single filers to deduct up to $300 in cash gifts (up to $600 for joint filers) for charitable
donations that they make. Recent data has shown an uptick in small gifts since enactment, and
charitable giving numbers for 2020 are expected to be the highest on record. While there are
many reasons that Americans give to charity, the data suggests that the charitable deduction, now
available to those taking the standard deduction, could have some impact on this increase.

a. Do you agree that tax incentives can encourage behavior, such as charitable giving, and

that incentives like the charitable deduction should be available to all taxpayers?

Answer: A robust economic literature has established that tax incentives can in many cases
influence behavior. In the case of charitable giving, it is likely that a diverse confluence of
factors contributed to observed trends in giving, including those related to tax incentives
and demand for services provided by charities owing to the pandemic. As Treasury
Secretary, I would be committed to studying the impact of changes in tax law--such as the
expansion in tax benefits for charitable giving--and helping to advance reforms that would
enable the tax code to achieve its desired objectives. Moreover, I am committed to a fair and
progressive tax code and will study the impacts of making such benefits available to a wider
swath of taxpayers.

SOCIAL SECURITY:

4.

Dr. Yellen, according to the 2020 Annual Report from the Board of Trustees of the Federal
Old-Age and Survivors Insurance and Federal Disability Insurance Trust Funds, released on April
22,2020, on a combined basis, the Old-Age and Survivors Insurance and Disability Insurance
trust funds will be unable to pay full benefits beginning in 2035. If confirmed, you would be
Chairman of the Board of Trustees of the Social Security and Medicare Trust Funds and
Managing Trustee.
a. In that role as Chair, do you believe that it is imperative that we address the trust funds’
shortfall sooner than later?
b. Will you commit to working together to stabilize the long-term financial trajectory of the
trust funds?

Answer: While the last report of the Trustees (issued in April 2020) found no material
change in the solvency of Social Security relative to the prior year, this analysis was done
for the pre-Covid period. Covid has accelerated the depletion of all major trust funds
according to Congressional Budget Office projections released in September 2020.
Strengthening Social Security is essential in order to ensure a secure retirement, especially
for our most vulnerable populations. President Biden has called for a Social Security reform
package that would boost benefits for vulnerable beneficiaries — including
widows/widowers, workers with low lifetime incomes, and older beneficiaries — and also
provided an across-the-board increase for all beneficiaries. The plan also improves the
long-run fiscal position of the Social Security Trust Fund. It does this by asking wealthy
taxpayers with more than $400,000 in wages to pay the same rate on their income as other
workers. On the whole, President Biden’s plan provides older Americans a more secure
retirement. I look forward to working with Congress to shore up the Social Security
program for decades to come without burdening middle-class taxpayers.
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S.

Is it your opinion that under the National Bank Act a federal charter requires deposit taking
intuitions to engage in the “business of banking”?

Answer: You raise an important question about the legal interpretation of the National
Bank Act by an independent federal financial regulator, the Office of the Comptroller of the
Currency. I respect the independence of the Comptroller of the Currency and I understand
the importance of the question you are raising with respect to the OCC’s interpretation of
the National Bank Act. If confirmed as Treasury Secretary, I look forward to discussions
with you on these important topics that have consequential implications for the future of
banking and how we think about what banking is and should be.

SANCTIONS:

6.

You mentioned in your testimony that you intend to conduct a review of all sanctions currently in
place upon your confirmation to this position. If confirmed, you will inherit a broad portfolio of
sanctions against Iran that have been enacted over the last four years.

a. Do you intend to pursue sanctions relief with Iran, or will you continue exerting pressure
in an effort to prevent Iran from securing nuclear weapons?

b. What is your strategy to utilize these sanctions against Tehran for its nuclear enrichment
activities? Do you intend to use the leverage these sanctions provide as a tool to secure
concessions from the Iranian regime, and will you work with your interagency
counterparts to pressure Iran to permanently suspend all uranium enrichment?

c. Do you intend to build on these sanctions with additional measures that target Iran’s
illicit activities and support for international terrorism?

Answer: With regard to the JCPOA, the Biden-Harris Administration is committed to
ensuring that Iran takes the appropriate steps to resume compliance with its nuclear
commitments under the JCPOA. Iran will only enjoy sanctions relief if it complies with
these nuclear constraints. Furthermore, if confirmed, I will coordinate with interagency
partners on broader concerns with Iran and ensure that Treasury continues its important
sanctions work to combat Iran’s support for terrorism, abuse of human rights, and other
illicit activities.
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INTERNATIONAL DEVELOPMENT BANKS AND MULTILATERAL FINANCIAL
INSTITUTIONS:

7. The Secretary of the Treasury is the Governor of the United States at the World Bank,
International Monetary Fund and Inter-American Development Bank.
a. Will you use the voice and vote of the United States to oppose loans to Iran and other
state sponsors of terrorism by the IMF and World Bank?

Answer: The Executive Directors will represent and vote consistent with the U.S. position
and U.S. law at these institutions.

b. Will you use the voice and vote of the United States to oppose World Bank loans to
countries such as China that have exceeded the graduation threshold of gross national per
capita income?

Answer: The Executive Directors will represent and vote consistent with the U.S. position
and U.S. law at these institutions.

c. What is your strategy to leverage U.S. influence and to combat China’s malign influence
at these international financial institutions?

Answer: The Biden Administration will be willing to make use of the full array of tools to
hold China accountable. Our approach to date has focused on a unilateral approach — and,
as a result, could have been more effective. Going forward, we should strive to meet this
important challenge by building a united front of U.S. allies and partners, including
through multilateral institutions, to confront China’s abusive behaviors.

d. China has increased its investments in Latin America as part of its Belt & Road Initiative.
What is your strategy to utilize U.S. influence and leadership at the Inter-American
Development Bank to provide an alternative to China’s predatory lending to our friends
in Latin America?

Answer: Competition with China, in Latin America and elsewhere, is one of the central
challenges of the 21st century -- and we also need to compete with China’s economic
statecraft. The Biden-Harris administration will craft an alternative vision that promotes
democratic governance and transparency in our global health and development work. We
will distinguish ourselves from China’s approach to development, including the Belt and
Road Initiative, by ensuring that social and economic safeguards are built into the projects
we support. We will focus on partnerships and on strengthening local capacity. In addition,
we will work with allies and partners to advocate for the highest environmental, social, and
labor standards to promote development investments that are both beneficial and
sustainable over the long term.

e. How do you intend to approach Lebanon’s request for emergency assistance from the
International Monetary Fund? Will you use the voice and vote of the United States to
deny Beirut’s requests without clear, measurable commitments to public sector reforms
and anti-corruption efforts?
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Answer: The Executive Directors will represent and vote consistent with the U.S. position
and U.S. law at these institutions.

f.  Will you oppose Special Drawing Rights (SDR) at the IMF for developing countries as a
COVID relief measure if they will use some or all of the funds to pay back Belt & Road
Initiative loans from China?

Answer: It is important that the IMF and World Bank are doing what they can to ensure
developing countries have the resources for public health and economic recovery. We
should also do what we can to get the most vulnerable countries the debt relief they need at
this critical time.

I know that there are a variety of proposals out there. If confirmed, I will direct my team to
analyze the full range of ways that the international community can strengthen its support
for the most vulnerable countries during this emergency.

The Biden-Harris Administration is committed to ensuring that creditors providing debt
relief to poor countries are transparent about their respective exposures and agree to
receive comparable treatment.

The imperative for disclosure and transparency is especially important for Chinese lenders.
We will work together with allies, borrowing countries and multilateral institutions through
the G20’s new “Common Framework” to ensure comparable creditor treatment as well as
ensure that scarce resources meant to alleviate health and economic burdens on the world’s
poor are not simply used to repay China or private creditors.
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Questions from Senator Daines (MT)

Congress recently enacted legislation that would require small businesses to disclose information
to the U.S. government about their beneficial ownership. The legislation, included in the National
Defense Authorization Act, provides new authority to the Treasury Department to assist law
enforcement with preventing criminal activity. [ worry that this new authority could also
unintentionally subject small businesses to new compliance costs and privacy issues.
a. Will you commit to working with small businesses, and other stakeholders, to address
their concerns as the requirements for disclosure of beneficial ownership information go
into effect?

Answer: I agree on the need for federal banking agencies, including but not limited to
FinCEN, to consult with the small business community when promulgating regulations,
including on the promulgation of rules and guidance to implement the beneficial ownership
reporting requirements. If confirmed, I will ensure that appropriate consultation occurs.

In Montana, we have tribal and rural populations across the state that feel neglected by their
federal government, which tends to focus on the loudest voices in big cities.
a. What will you do to make sure that tribal and rural interests in Montana and across
America have their voices heard and reflected in Treasury’s policies?

Answer: If confirmed, I will focus closely on ensuring that Treasury activities are designed
and performed in ways that attend to rural and tribal communities, including by ensuring
that appropriate communication and resources are made available through our recovery
efforts. Tribal Consultations are conducted through the Office of Economic Policy and the
Treasury Tribal Advisory Committee and advise the Secretary on matters related to
taxation and dispensing technical assistance to Native American financial institutions
officers. As Secretary, if confirmed, I will ensure that these areas act in concert and are
more impactful. I will also work to remove obstacles and work with Congress on potential
solutions to increase impact efficiency because I recognize that this crisis has hit tribal
communities particularly hard and we have to ensure that they are getting the assistance
that they need.

China is rapidly innovating in the digital asset and financial technology space, beginning a pilot
of a central bank digital currency in late 2020.
a. What are your plans to ensure the United States remains a cutting-edge leader in global
financial services?
b. What are some concrete steps you plan to take to promote responsible innovation at the
Treasury, specifically at FinCEN, OFAC and the OCC?

Answer: I believe the United States must be a leader in the digital asset and financial
technology areas. This requires us to develop a regulatory framework that fosters
innovation and promising new technologies while addressing legitimate concerns about the
use of such technologies to finance terrorism and engage in other malign activities that
threaten U.S. national security and pose risks to the financial system. I look forward to
working with other federal banking and securities agencies, the Federal Reserve, and
Congress in developing and implementing such a framework.
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Secretary Mnuchin issued proposed rules in December 2020 that expands the reach of the Bank
Secrecy Act (BSA) beyond its traditional scope as applied to digital assets, including, for the first
time, customer counterparty requirements. Secretary Mnuchin did this without meaningful
industry consultation and attempted to hold a truncated public comment period over the holidays.
Will you pledge to revisit the scope of these rules to ensure adequate public comment and
consistency with the past scope of the BSA?

Answer: I am aware of the rules proposed by FinCEN in December 2020 regarding how
certain digital assets are treated under the Bank Secrecy Act. I agree on the need to ensure
adequate consultation with and input from stakeholders If confirmed, I intend to ensure a
full and substantive review of the proposals, which will include an assessment of how to
ensure proper input from stakeholders.

Certain digital asset characteristics may require paradigm-shifts in BSA supervision, e.g., more
use of digital asset analytics and other risk-based tools and less reliance on financial institution
filings. This is especially important after the recent data breach at the Treasury.
a. Are you open to considering new BSA approaches that may be more effective in the
financial technology space?

Answer: I agree that we need to look at BSA rules and oversight in light of the evolution of
digital assets and other financial technologies. I understand that FinCEN in September 2020
issued an advance notice of proposed rulemaking regarding BSA reporting and other
requirements, including the solicitation of comments on whether and how to use risk-based
methodologies to improve anti-money laundering measures. I think the ANPRM is one
means of soliciting and assessing whether risk-based approaches may be more effective, and
I look forward to engaging with stakeholders to ensure that BSA reporting and oversight
efforts are updated to address emerging risks and new means of promoting effective
compliance.
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President Biden has stated he will prioritize financial incentives for the private sector to develop
and implement a range of technologies to create jobs while reducing carbon emissions. One very
promising, vital technology is Carbon Capture, Utilization and Sequestration (CCUS). Congress
enacted Section 45Q of the Internal Revenue Code on a bipartisan basis, and Treasury just last
week published final regulations to implement those tax credits. These regulations will provide
more legal certainty than had been the case previously, and it appears these regulations have
widespread approval among the various interests supporting CCUS development. However, there
is more that Congress can do to expand the value of the existing 45Q credits, the duration of the
credits, and the applicability of the credits in order to induce the kind of expeditious and large
scale implementation of CCUS technology that would appear to underlie the Biden
Administration’s aspirations.

a. Can you please advise how you intend to facilitate the expanded use of the existing 45Q
credits and whether the Biden Administration will support efforts to expand the 45Q
credit?

Answer: Climate change is an existential threat and one of the dominant forces shaping the
world and our economy. Meeting this challenge is an urgent need, and I am committed to
doing whatever I can to address this impending crisis. Using the tax code to set incentives
for businesses and individuals to adopt climate-friendly policies is a critical tool in this
battle. President Biden has been supportive of CCUS and of tax incentives to increase its
availability and affordability. If confirmed, I will support the President in developing and
implementing his climate agenda and using the tools at my disposal to tackle the challenge
of climate change.
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Questions for the Record for Dr. Janet Yellen

Senator Young

1. Asaresponse to the COVID-19 pandemic, last year Congress passed the two single largest relief
packages in history. And just last week, President Biden proposed a nearly $2 trillion plan for
further relief on top of his $5 trillion Build Back Better agenda.

While I believe the federal government’s response to the economic crisis so far was vital, I can’t
ignore the effect this level of spending has had on our national debt, which continues to spiral out
of control.

In testimony before the House last summer, you noted that despite the short-term importance of
COVID relief, “at some point, we will have to think through how to ensure the long-run
sustainability of federal finances.”

Dr. Yellen, as the national debt approaches $30 trillion, how important do you believe it is for us
to immediately prioritize the fiscal health of the U.S. government once our economy has
recovered?

In FY 2020, the federal budget deficit tripled from the previous fiscal year to over $3.1 trillion,
largely in response to the pandemic. That being said, what realistic steps can be taken to slow or
reverse course on this growing expansion of the federal budget deficit?

Answer: I believe that the current economic crisis calls for robust fiscal support, but also
believe it is critical that we put our country on a path towards long-term fiscal
sustainability. In this vein, I’ve called for more fiscal support since the early days of the
pandemic and continue to do so. Without question, we have to be conscious of our debt, but
it’s clear that fiscal stimulus to support the economy and the working families most affected
by the impact of COVID-19 is our most urgent priority.

That being said, near-term fiscal support is not inconsistent with long-term fiscal
sustainability, and the Biden Administration will formulate policies to address these
long-term fiscal concerns. During the presidential campaign, President Biden called for a
series of offsets to pay for his permanent spending programs, proposed a Social Security
reform package that would extend Social Security’s solvency date, and introduced several
health reforms that would bend the growth in health costs. Combined, these
policies--coupled with pro-growth investments across the budget--will help drive down the
debt relative to the size of the economy.
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2. Dr. Yellen, a number of my colleagues have rightly asked you about the fiscal emergency that is
our national debt. While I understand your concern to prioritize economic recovery in the
immediate term, [ was hoping to further understand your views on the contours of this crisis.

In your response to Senator Thune’s question during the hearing regarding the danger of interest
rates creeping back up if U.S. debt becomes a riskier investment, you noted that developed
economies have experienced an environment of low interest rates since before the 2008 financial
crisis. Further, you referred to certain “structural shifts” in those economies that will help to
ensure the interest burden of our debt will remain steady as a percent of GDP.

Dr. Yellen, could you please expand on what these structural shifts have been and how they have
contributed to the ongoing low interest rates in the developed world?

Considering the magnitude of the problem if interest rates did go up, what factors would you look
for that may indicate rates are likely to rise?

Answer: There has been a shift in economic thinking quantifying the costs of rising debt.
This shift in the projected link between debt and interest rates is driven by a complex and
changing set of circumstances, including widely available capital for lending, enduring faith
in the credit of the United States government, monetary decisions by the Federal Reserve,
and the relative appeal of non-interest bearing assets. Naturally, these rates could
experience a rise for a host of reasons. As Treasury Secretary, it would be incumbent upon
me to closely monitor these factors and consult with the President and Vice President on the
economic consequences of the trajectory of interest rates.

3. The Federal Reserve’s emergency lending facilities that were created by the CARES Act were
allowed to expire at the end of 2020, with only a few seeing short-term extensions. Compared to
programs administered by the SBA, these programs saw a slow rollout and reduced impact.

Do you believe the Federal Reserve should play a central role in further support for small- and
medium-sized businesses?

If so, are there any lending facilities in particular that you would be interested in reviving?

Answer: The country is currently facing an unprecedented pandemic that has exposed
economic inequalities rooted in our system for generations. I believe that it is imperative
that the government does its part to catalyze an economic recovery that is both equitable
and sustainable, and supports policies that pursue these outcomes. Treasury will look to
quickly and effectively implement the programs and support passed by Congress at the end
of this past year. It will be critical to provide support to small businesses and individuals
that are still struggling to make it through the crisis. The Federal Reserve will continue to
provide support to the economy through its ongoing programs and the use of its available
tools but as mandated by Congress, the 13(3) facilities funded by the CARES Act will not be
available.

Right now, taking too little action poses the greatest risk to the health of our economy, the
livelihoods of the American people who drive that economy, and future generations. I
support, and will help the administration to pursue actions that provide aid to fully
distribute the vaccine, reopen schools, deliver badly needed aid to state and local
governments, support small business owners - and most importantly get people back to
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work. If I’m confirmed, I will look forward to working with your office and others in
Congress to help to ensure that this additional support particularly gets to the small and
mid-sized businesses that have been hardest hit during the crisis.

On June 5, 2020, the United States Trade Representative (USTR) announced an investigation into
the Digital Services Tax (DST) being implemented by several countries, expanding on the
USTR’s existing investigation into France’s DST. Earlier this month, the USTR announced a
suspension of planned retaliatory tariffs against France, a country that is set to raise almost $500
million from U.S. tech firms.

Absent an international agreement regarding the DST issue, how do you believe the United States
should respond to the unilateral implementation of such taxes by other nations?

Answer: If confirmed, I will be strongly supportive of and firmly committed to cooperative
multilateral efforts to work to resolve the DST disputes. If such disputes were not
resolvable through international negotiations, I would work with the United States Trade
Representative to determine our best alternative course of action.

President Biden has made it clear that he would like to roll back many of the tax reforms achieved
through the Tax Cut and Jobs Act of 2018 and implement a sweeping list of new tax increases.

While the revenue raised by his plan is estimated to pay for just under half of his proposed
spending, analysis from the Tax Foundation and others indicate the long-term economic effect of
this plan will reduce GDP by around 1.5% and eliminate some 500,000 jobs. In addition, as we
discussed during the hearing, President Biden’s proposal to increase the corporate tax rate would
incentivize corporate inversion, further reducing the tax base. I have grave concerns about
President Biden’s plans.

What is your agenda for tax policy if confirmed as Treasury Secretary? What will you prioritize
in the first year? What are your long-term goals?

Answer: Our nation is facing unprecedented challenges. As we rebuild, we must pursue
policies that promote equitable growth and restore American competitiveness. We must
create an economy that works for everyone. I am intent on helping this administration build
a sustainable and durable economy that is built on a foundation that prioritizes equity and
inclusivity. President Biden and I believe that this economic recovery must be one that
focuses on individuals and families and rewards hard work. These values must be reflected
in our tax system as well. We recognize that our tax system cannot be tilted toward
corporate interests and the wealthy, while those that are sustained predominately by wages
bear an unequal burden. Biden will require corporations and the wealthiest Americans to
pay their fair share.

In the short-term, the emergency legislative package the President proposed last week
included additional economic impact payments and expanded refundable credits. During
the campaign, President Biden made longer-term proposals that included an increase in the
corporate tax rate, reforms to ensure robust taxation of foreign profits, and requiring that
families that make more than $1 million pay the same tax rate on their investment income
that they do on their wages. I look forward to consulting with and working with Congress in
both the short and long-term to enact these proposals into law.
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How would you prevent corporations from moving their profits overseas in order to avoid the
increased taxes proposed by President Biden?

Answer: I appreciate your concern with preventing profit shifting and inversion
transactions. President Biden has proposed reforms to the tax on global intangible
low-taxed income (GILTI) that would ensure appropriate taxation of corporations’ foreign
profits alongside a higher statutory corporate rate. These changes to the tax on GILTI
would discourage profit shifting abroad. In addition, a global minimum tax agreed to at the
OECD would stop the destructive global race to the bottom on corporate taxation. A
multilateral agreement along these lines would thus further discourage profit shifting and
base erosion.

Bitcoin and other digital and cryptocurrencies are providing financial transactions around the
globe. Like many technological developments, this offers potential benefits for the U.S. and our
allies.

At the same time, it also presents opportunities for states and non-state actors looking to
circumvent the current financial system and undermine American interests. For example, the
Central Bank of China just issued its first digital currency.

Dr. Yellen, what do you view as the potential threats and benefits these innovations and
technologies will have on U.S. national security? Do you think more needs to be done to ensure
we have appropriate safeguards and regulations for digital and cryptocurrencies in place?

Answer: I think it important we consider the benefits of cryptocurrencies and other digital
assets, and the potential they have to improve the efficiency of the financial system. At the
same time, we know they can be used to finance terrorism, facilitate money laundering, and
support malign activities that threaten U.S. national security interests and the integrity of
the U.S. and international financial systems. I think we need to look closely at how to
encourage their use for legitimate activities while curtailing their use for malign and illegal
activities. If confirmed, I intend to work closely with the Federal Reserve Board and the
other federal banking and securities regulators on how to implement an effective regulatory
framework for these and other fintech innovations.
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Over a dozen countries have now issued sovereign bonds with ultra-long-term maturity rates as
long as 100 years. Some analysts have suggested the issuance of longer-term, lower-interest debt
instruments here in the U.S. might have a positive effect on our national debt given the low
interest rate environment.

While interest rates are low and knowing that our national debt is an ever-growing problem,
what are your thoughts on these so-called “century bonds” and is this an issue the Treasury
Department might revisit if you are confirmed?

Answer: President Biden is committed to fiscal responsibility and making sure that what we
do now leaves future generations better off. The most important thing we can do today to
set us on a path to fiscal sustainability is defeat the pandemic, provide relief to the
American people, and make long-term investments that will grow the economy and benefit
future generations. Today, the demand for existing Treasury instruments remains robust
and is sufficient to meet US financing needs. Introducing new, ultra-long-term instruments
would add new complexities to this market and deserves further study in light of the many
factors that determine US Treasury market policy.

As a part of the “Build Back Better” agenda, President Biden has called for federal investment in
American research and development in order to counter China’s push for technological
dominance in the 21* century. Out of similar concerns, last year I introduced the Endless Frontier
Act with Senator Schumer, which would increase federal R&D spending, bring emerging
technologies to the marketplace more quickly, and ensure the federal government’s efforts
reflected the importance of technology innovation in the decades to come.

Dr. Yellen, do you agree that the U.S. is at risk of losing our technological leadership in the
world? If so, what role do you believe the Treasury Department can play in contributing to a
robust foundation for innovative research in emerging technologies across the United States?

Answer: The U.S. has long been a technological leader on the global stage. Maintaining this
leadership position requires continued investment in areas like research, technical
assistance, education, and worker training -- while also protecting intellectual property
developed within our borders. The Biden Administration has enthusiastically endorsed all
of these strategies, and as Treasury Secretary I would be committed to finding the most
effective ways to implement them. Indeed, the Treasury Department is a focal point on
many issues relating to global competitiveness, ranging from tax policies that encourage
investment in research to implementing policies to ensure free and fair trade with our
competitors. If we embrace the strategies outlined by President Biden during the campaign,
I believe we will maintain our position as a technological leader.
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9. We were facing a housing affordability crisis well before the pandemic, but COVID-19 has only
exacerbated it. My colleague Senator Cantwell and I successfully fought for inclusion in the
December 2020 COVID relief package a permanent minimum four percent credit rate for the
Low-Income Housing Tax Credit (LIHTC). As you may know, LIHTC is a model public-private
partnership that is responsible for virtually all of the affordable rental housing in our country built
over the past three decades. This provision was part of Senator Cantwell’s and my Affordable
Housing Credit Improvement Act legislation, which would also increase the annual credit
allocation, lower the “50 percent test” bond-financing threshold to protect the financial viability
of projects that utilize Private Activity Bonds (PABs), and institute basis boosts to enhance
projects focused on serving extremely low-income and formerly homeless households and rural
and tribal communities.

Dr. Yellen, will you support further legislative measures to strengthen and improve LIHTC?

Answer: I am grateful for your leadership in expanding housing affordability through the
Low-Income Housing Tax Credit and supportive of your work. The measure that Congress
enacted through your leadership is a critically important initiative that will help to make
the LIHTC more effective and to increase housing affordability across the country. If I am
privileged to be confirmed as Treasury Secretary, I would be honored to work with you on
additional measures to strengthen and improve the LIHTC.
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Senator Ben Sasse

Could you please expand on your answer to my question about how you would approach a review of
our technological interdependence with China and clarify whether or not you believe that some
degree of decoupling from China will be required in the next four years? Beyond investing more at
home in manufacturing, infrastructure, and R&D sectors, what are the most effective coercive
economic tools at Treasury’s disposal to both encourage decoupling from China and to punitively
address China’s most egregious trade practices?

Answer: We need a comprehensive strategy and a more systematic approach that actually
addresses the full range of these issues, rather than the piecemeal approach of the past few
years. We have to play a better defense, which must include holding China accountable for its
unfair and illegal practices and making sure that American technologies are not facilitating
China’s military buildup, human rights abuses, or other malign activities. The Biden
Administration will be willing to make use of the full array of tools to counter China’s abusive
practices and hold Beijing accountable. We also have to play a much better offense, by
investing in the sources of our technological strength.

In my opinion, Huawei is the textbook example of the supply chain problem the United States and
the freedom-loving world faces with continued technological linkages with the CCP. The CCP’s tech
puppet with known security flaws cornered the international market for critical technology by using
stolen [P and massive state subsidies. Can you use 5G and Huawei as a case study to reflect on how
you think decoupling is unfolding in the 5G space and how it should, or should not, serve as a model
for broader technological decoupling from China policy action?

Answer: President Biden is firmly committed to making sure that Chinese companies cannot
misappropriate and misuse American technology — and to ensuring that U.S. technology does
not support China’s malign activities. I am not in a position to comment on specific regulatory
actions, but I can assure that we intend to review these issues carefully and will be committed
to protecting U.S. national security and America’s technological edge.

Dr. Yellen, can you please describe the CCP’s military-civil fusion policy?

Answer: This is a very important matter. If confirmed, will closely review the Treasury
Department’s role in responding to China’s civil-military fusion policy

Do you support Chinese companies having access to US capital markets when these companies are
neither as transparent as they should be or have known links to the Chinese military?

Answer: We need to address the challenges that China poses to our national security and
economy. I agree that transparency and disclosure is critical to our capital markets. This is
part of the reason why our capital markets remain the deepest and most liquid in the world. I
look forward to working with regulators and my colleagues within the Biden Administration to
ensure that companies listed in the U.S. follow the law.
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5. Do you support sanctions and prohibitions on American companies and financial instruments

investing in Chinese entities with close ties to the Chinese military?

Answer: As with many policy actions taken by the previous administration, the Biden-Harris
Administration will undertake a rigorous review to determine the appropriate policy response.

Will you support the continued implementation of the November 12, 2020 E.O. prohibiting US
individual investors from investing in Chinese military companies and their subsidiaries, as defined
by the DOD and placed on a public list authorized by Section 237 of the 1999 NDAA (the so-called
Pentagon PLA list)?

Answer: As with many policy actions taken by the previous administration, the Biden-Harris
Administration will undertake a rigorous review to determine the appropriate policy response.

What economic tools are most effective to address the following: the endemic corruption in the
Chinese Communist Party, the Party’s ongoing genocide of Uyghurs in Xinjiang, and the crackdown
on the pro-democracy movement in Hong Kong?

a) Will you commit to having Treasury lead a campaign of sanctions, investment restrictions,
and whatever coercive economic measures are appropriate to hold the Chinese Communist
Party accountable for corruption and human rights abuses in China?

b) What sanctions would you advocate to the President to impose if the PRC took military
action against Taiwan?

Answer: I am committed to working in collaboration with my colleagues across the Biden
Administration to hold China accountable for its violation of international law. The Treasury
Department has an array of tools at its disposal that can and should be effectively deployed to
address these challenges.
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8.

I read with interest some recent comments you made at the Asian Financial forum. I believe you
commented in part that the agreement we will sign this week falls short in part because it leaves in
place substantial tariffs. As a follow-on, I’d like to ask you the following: If it were the case that
both China and the United States were suddenly to eliminate every bilateral tariff applicable to
transactions in goods and services and we were to eliminate every non-tariff barrier to trade, would
you expect the CCP to abandon:

a) Its pervasive practices of requiring IP transfers as an explicit or implicit contract term;

b) Its systematic and strategic harvesting of digital data from parties that consume digital
services as a condition of commercial relationships and contracts concluded with Chinese
firms;

c) Its domestic law that eliminates the legal barrier between “state-owned” and “private” firms
domiciled in mainland China?

d) Doesn’t it follow that a narrow consideration of relative tariff levels or other barriers to trade

that act as taxes on commercial exchanges cannot fully capture the economics of trade
between the US and China?

Answer: China is America’s most serious economic competitor. Strategic competition with
China is a defining feature of the 21st century. China poses challenges to our security,
prosperity, and values. China is engaged in conduct that hurts American workers, blunts our
technological edge, and threatens our alliances and our influence in international
organizations. Winning the economic competition with China requires us to make
transformative investments at home in American workers, infrastructure, education, and
innovation. We cannot maintain our edge over the long term unless we run faster at home. As
President Biden has said, we need to be far more effective in galvanizing allies to join with us
to push back on unfair Chinese practices that threaten U.S. values and interests. And we will
be willing to make use of the full array of tools to counter China’s abusive economic practices
and hold Beijing accountable. In all of these areas, we look forward to working with you and
with others in Congress to take on the China challenge.

Is the PRC a market economy? Has it fulfilled its commitments under accession protocols to the
WTO?

a) Should the US and other market economies continue to grant the PRC the benefits of being a
market economy in the WTO while they have not fulfilled their commitment after two
decades?

b) Do you think China provides illegal subsidies or support to its tech champions?

Answer: The economic dimension of U.S.-China competition is crucial. And we will
take on the challenge of China's abusive, unfair, and illegal practices. China is
undercutting American companies by dumping products, erecting barriers, and
giving illegal subsidies to corporations. It is stealing intellectual property and
engaging in other practices to give it an unfair technological advantage, including
forced technology transfer.
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10. At present, our federal debt to GDP ratio is higher than at any time in our nation’s history. The

11.

ballooning debt is attributable partly to the COVID pandemic but also to years of Washington’s
ever-increasing spending habits. The cost of servicing that debt is currently low due to investor
wariness and the Dollar’s dominance as the world’s reserve currency. However, despite what
Modern Monetary Theorists may claim, irresponsible borrowing cannot remain consequence-free
forever.

Once the economy and investor confidence rebounds, what would be the effect on our ability to
service rising debt if the Dollar’s dominance as the reserve currency was to weaken and interest rates
rose accordingly?

Answer: There are several reasons that the U.S. dollar is the world’s dominant reserve
currency. The United States has the largest economy, and the deepest and most liquid capital
markets. We are committed to maintaining a sound economy and confidence in our financial
system. The Biden-Harris administration will make investments in the American people that
will accelerate the U.S. economic recovery and lay the foundation for a strong and equitable
U.S. economy in the years ahead. The world can be certain that the United States will not seek
a weaker currency to gain competitive advantage.

Over the last 20 years the Dollar’s share of foreign bank reserves decreased by 10%. Hostile nations
including Russia and China are seeking to exacerbate this trend by divesting their Dollar reserves
where possible and by developing new forms of international payment systems to circumvent
reliance on the Dollar; a proposition increasingly attractive to countries displeased with the United
States’ sanctions regime. These concerns are shared by some of our biggest financial stakeholders.
Goldman Sachs issued a warning last year that “the dollar is in danger of losing its status as the
world’s reserve currency” while JPMorgan noted that investors are starting to have “more
confidence in the euro as an alternative.”

a) What is your response to these concerns expressed by our financial institutions? What can,
and should, the United States be doing to ensure the dominance of the Dollar as the global
reserve currency, not merely for the next 10 years, but for the next 50 years?

b) The Dollar currently accounts for about 60% of global currency reserves, down from 70%
twenty years ago. Is this measurement of the Dollar’s percentage share of total global
reserves the best indicator of the Dollar’s continued dominance as “the world’s currency”?

i.  If the percentage of global reserves is not the best indicator of the Dollar's financial
dominance, what is a better indicator?

ii.  If the percentage of global reserves is the best indicator, then how would our
continued ability to support our insatiable spending with cheaply borrowed money be
affected if the Dollar’s global reserves were to decline further to 50% by 2030? How
far can the Dollar’s share of global reserves fall before our borrowing ability is
severely impacted?

Answer: There are several reasons that the U.S. dollar is the world’s dominant reserve
currency. The United States has the largest economy, and the deepest and most liquid capital
markets. We are committed to maintaining a sound economy and confidence in our financial
system.
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12. The Department of Treasury released the final regulations on Section 199(a) for cooperatives and
their patrons. This has been an issue over which the cooperative industry stakeholders have been
actively engaged with Congress and the Treasury Department for some time. Nebraska has over 30
locally owned farmer cooperatives that serve approximately 60,000 farmers.

I request that your team review the Congressional action taken in the Consolidated Appropriations
Act of 2018, review the comments submitted through the public record and review the final rule
published. I would further ask you to conduct an economic analysis on the impact of the final rule on
farmers and share this analysis with this Committee.

Answer: I appreciate the importance of this issue, and I look forward to working with
Treasury staff to ensure that Section 199A has been implemented fairly.

13. Do you feel the United States’ trade deficit is a useful metric to evaluate trade with countries? What
measurements of bilateral trade flows will be used in the Biden Administration to negotiate,
conclude and present bilateral or multilateral trade agreements to the Congress for consideration?

Answer: The overall US trade deficit, especially in manufactured goods, represents a challenge
and an opportunity. If confirmed, I will work with President Biden to restore American
manufacturing and the export strength that comes with it. Bilateral deficits can also be
indicators of unfair trade practices, which I will vigorously oppose if confirmed. At the same
time, bilateral trade deficits must be understood in the overall context of our trade relationship
with each country, not as a single catch-all metric. If confirmed, I look forward to working
with Congress to pursue a rules-based trading system that protects Americans from
manipulative, anti-competitive practices, puts workers first, and assures that trade rules
reward countries that meet rather than shirk their climate commitments.

14. What is your view on the Trump Administration’s decision to impose tariffs on China and the Phase
1 agreement between China and the United States?

Answer: President Biden has said that he is not going to make any immediate moves on the
current China tariffs but rather engage in a comprehensive review of all aspects of the Trump
Administration’s trade policies toward China, including how completely Beijing has lived up
to the terms of the Phase One Agreement. As part of his review, he is going to consult with
allies to galvanize collective pressure. We need an approach that actually brings meaningful
pressure on China.

15. What advice will you provide to President Biden and the United States Trade Representative on
currency manipulation in China, Vietnam or other countries?

Answer: The President has committed to opposing efforts by countries to artificially
manipulate their currencies to gain an unfair trade advantage. I am supportive of that
commitment and, if confirmed, will work in coordination with the Administration to oppose
any such efforts.
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16. Taiwan is the United States 11" largest trading partner, with $76 billion in total goods exchanged
during 2018. Taiwan has expressed a willingness to be a strong economic partner and has taken steps
to removed barriers to agriculture goods. Do you agree that a trade agreement between the United
States and Taiwan should be a priority and will you work with the United States Trade
Representative to support a trading framework that is beneficial to promoting security and economic
growth between the United States and Taiwan?

President Biden has been clear that he will not sign any new free trade agreements before the
U.S. makes major investments in American workers and our infrastructure. Our economic
recovery at home must be our top priority. This does not mean that President Biden will not
pursue a robust trade agenda. If confirmed, I will work with President Biden to reach out to
our allies, rebuild bridges, and pursue trade agreements that support American prosperity and
put workers first.

17. The decision to keep schools closed in many areas of the country has had more to do with politics
than local coronavirus spread and too often science has been ignored in deciding how to best serve
kids. I believe that by keeping schools closed we are kneecapping the next generation and hindering
the ability of our economy to rebound. What is the economic cost of school closures, and how will
this impact our ability to compete with Europe, Asia and the vast majority of the world that managed
to keep schools open over the last year?

Answer: I believe that the best way to get people back to work and open schools is to get the
virus under control and to provide schools with the resources necessary to be able to safely
open. President Biden has made a commitment to get the virus sufficiently under control and
to safely reopen schools. No parent wants to choose between their child’s safety and education
or between their children’s safety and their ability to work. Over 2.5 million children have
tested positive for COVID and the number of cases among children is continuing to rise.
Women with children have left the labor force in record numbers. Helping women return to
work and children return to school is an essential part of the economic recovery. If confirmed,
I look forward to working with President Biden to achieve his goal of safely reopening schools
and providing the support necessary to help our nation’s children make up for their lost
learning and recover from the emotional toll of the pandemic.
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18. Do we have a sense of the percentage of individual earners making less than $75,000 per year who
have had their financial status change due to the pandemic? Wouldn’t the data show that the vast
majority of those whose status has changed would be eligible for unemployment insurance, which
also supports earners who are not unemployed but have had their hours or incomes reduced?

a) Ifyes, what in your view is the benefit of an additional across-the-board stimulus and how
would this help the economy more than targeted forms of aid?

b) Isn’tit true that the safe opening of businesses would provide more of a boost to the economy
than any stimulus check?

c) Inyour hearing, several of my colleagues brought up unemployment insurance and needed
reforms to the system. In your view, does an individual earning more on unemployment
insurance than they earned through their former employment create a disincentive to work
and/or impact the ability of the economy to rebound?

Answer: President Biden supports increasing the stimulus amount to mitigate the losses that
families have experienced and to help the economy quickly recover from the damage done by
the pandemic. In addition, I believe that it is critically important that we provide sufficient aid
to unemployed workers, many of whom have experienced a devastating loss of income with no
current opportunity to safely work. President Biden is committed to tackling the spread of the
virus and quickly vaccinating the population so that businesses can safely open and Americans
can get back to work. Economic data and analysis should guide our reforms to the
unemployment insurance system.

19. Many believe that the rush to automation and technological advancement has been accelerated by the
pandemic. Do you agree with this view, and if yes, how do you see this trend affecting the economic
outlook over the next five and ten years? How is this likely to affect productivity and wages?

Answer: It is too early to know how the pandemic has impacted these trends, but we must
ensure that the recovery is an inclusive one. The pandemic has accelerated the disparity
between the wealthiest Americans and the most vulnerable, as some have continued to
accumulate financial gains while millions have lost their jobs or their lives. Rising inequality is
a drag on our economic growth: when extreme inequality leaves so many unable to afford even
basic necessities, let alone reach their full potential, it holds back our entire economy. If
confirmed, I will work with President Biden and with Congress to implement his recovery plan
and to begin investing in American innovation and production to reinvigorate growth, enhance
productivity and shared prosperity, and raise wages.
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20. Farmers and ranchers in my state that applied and received a round 1 paycheck protection plan (PPP)

21.

loan that has been subsequently forgiven believe they would be eligible to amend their application,
apply again, and receive an increase under the new PPP terms. Those farmers that received a round 1
loan but that has not been forgiven are not eligible for an amended or increased amount. Those
farmers ineligible for an amended application would need to apply separately for a loan from the
round 2 PPP program then would have to have experienced a 25% reduction in revenue from any
quarter in 2019 to the corresponding quarter in 2020. This is a challenging set of criteria to meet.

Please review the applicable guidelines and their implementation through the Small Business
Administration and consider issuing an informational guidance document to stakeholders and the
SBA that offers more flexibility to complex agriculture businesses. I further request the Treasury
Department share this information with members of this committee.

Answer: I will look into this issue and will follow up with you and members of this committee.

In your testimony, you discussed the need to implement domestic policies — including increased
investment in manufacturing, infrastructure, and research and development — that will allow us to
remain competitive against international players, such as China. However, in contrast to this,
President Biden has called for an increase in the corporate tax rate, which would push us back to one
of the highest corporate income tax rates in the developed world and thus hamper our
competitiveness on the global stage. Could you please elaborate on what specific investments you
feel will increase our competitiveness and how those policies balance against an increase in the
corporate income tax rate?

Answer: During the presidential campaign, President Biden proposed raising the corporate tax
rate to 28 percent -- which is the midpoint of the pre-2017 level and the rate imposed after the
tax act. At 28 percent, the corporate tax rate would be substantially below the level that had
been in place for decades.

The Biden agenda would couple this tax change with massive investment that would benefit
American businesses of all stripes and improve our international competitiveness. This
includes a sweeping plan to bolster America’s infrastructure, ranging from surface
transportation to broadband to airports and waterways. The plan would add billions of dollars
to worker training and college education, in addition to apprenticeship programs--all of which
would raise the productivity of American workers. The Biden plan allocates hundreds of
billions in research funds for renewable energy and other economic priorities, which ultimately
make us more competitive on the world stage. And perhaps most importantly, President Biden
has advanced a plan to quickly distribute vaccines to households while also providing a lifeline
for the American economy. These critical actions will help businesses across the country,
including those that are subject to the higher 28 percent corporate tax rate.
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22. Beginning in 2022, taxpayers will be required to amortize their research and development expenses
over 5 years (instead of being allowed to immediately expense them). This change will raise the cost
of conducting research here in the U.S. and leave us less competitive internationally. In your
testimony you highlighted the importance of investment in domestic R&D, and I feel that this
change could run counter to that goal. Could you please elaborate on the administration’s plans to
increase R&D activities in the U.S. and your views on this upcoming change in treatment of R&D
expenses? Additionally, could you commit to working with Congress to ensure we have competitive
tax policies that support domestic research and development?

Answer: The tax change you describe was part of the 2017 Tax Cuts and Jobs Act. The Biden
agenda would complement this tax change with massive investment that would benefit
American businesses of all stripes and improve our international competitiveness. This
includes a sweeping plan to bolster America’s infrastructure, ranging from surface
transportation to broadband to airports and waterways. The plan would add billions of dollars
to worker training and college education, in addition to apprenticeship programs--all of which
would raise the productivity of American workers. The Biden plan allocates hundreds of
billions in research funds for renewable energy and other economic priorities, which ultimately
make us more competitive on the world stage. And perhaps most importantly, President Biden
has advanced a plan to quickly distribute vaccines to households while also providing a lifeline
for the American economy.

23. Beginning in 2022, an important provision of the code that allows for full expensing of short-lived
assets will begin to phase out. This provision has lowered the cost of capital for new investments and
encouraged owners to invest back into their own businesses here in the U.S. I believe it would be
unwise to increase the cost of capital and disincentive investments here in the U.S., especially as the
economy is coming out of a global pandemic. As we look at proposals for immediate economic
recovery as well as long-term economic health, I believe that allowing full expensing could be one of
the best pro-growth tools at our disposal. Could you please elaborate on any views you have on
immediate expensing as well as any other pro-growth proposals you have to lower the cost of
investing here in the U.S?

Answer: You raise an important issue about the need for pro-growth tools as the economy
remains in a concerning position. If confirmed, I am committed to working with Congress to
strengthen American competitiveness and increase domestic investment. As discussed above,
this includes research funds, a sweeping plan to bolster America’s infrastructure, and
investments in raising the productivity of American workers, who are the engine of research
and development. Together these proposals, along with those to eliminate incentives to offshore
jobs, will make us more competitive on the world stage. These and other proposals will be
further developed as part of the budget process, and, if confirmed, I look forward to continued
conversations with you about the President’s legislative agenda.
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24. Even prior to this current pandemic, our economy was rapidly changing. I share your goal of
ensuring that Americans are prepared and have the skills necessary to compete. Could you please
elaborate on what role you believe tax policy will play in ensuring Americans are prepared to
compete in the workforce of the future? Further, are there any particular provisions currently in the
code that you believe are working well or could be modified to address these needs?

Answer: To ensure Americans are able to compete in the 21st century, we must make higher
education and training more affordable and ensure greater gender and racial equity in the
workforce. Tax policy can be one of several tools to help achieve those goals -- for example, by
expanding access to education and affordable child care. Without adequate child care and paid
leave policies, many parents are unable to complete the training they seek or are unable to take
jobs that are most likely to help advance their careers. Alongside investments in education and
care-giving and measures that provide family, medical and sick leave, incentives in the tax
code can help make our workforce more competitive. President Biden is also committed to a
tax code which rewards work, not just wealth, and such reforms are essential for ensuring an
economy in which all Americans can share in the returns to American competitiveness. If
confirmed, I would look forward to working with the committee to identify ways tax policy
could support workers seeking pathways for new skills and upward mobility.
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Questions from Ranking Member Wyden

Public Trustees

The two Public Trustees for Medicare and Social Security first signed a trustees report in 1985.
In the 35 reports since 1985, the public trustees have been vacant for nine reports, or roughly 25
percent.

1. Will you commit to consult with the Committee on Finance and other stakeholders before
nominating individuals as public trustees?

Answer: Consultation with the Senate’s committees of jurisdiction and other stakeholders is
a crucial step in ensuring the right individuals serve in these important, Senate-confirmed
roles. It is vital that the public have a seat at the table when it comes to oversight of the
Social Security and Medicare Trust Funds and the crucial benefits they provide to
America’s middle class.

International Cooperation

The United States has long played a crucial role in the global economy by confronting systemic
challenges and working with like-minded partners to address the tough problems. We know that
the big stuff requires collective action.

At the summits like the G7 and G20, consensus-based statements reflect the collective views of
the United States and our allies on major issues such as monetary policy, security, and
multilateral rules-based trading. Rather than working with allies to find areas of agreement and
make progress toward addressing our collective challenges, the Trump Administration had a
record of unnecessarily isolating the United States on everything from climate change to trade.

2. Do you agree with me that it is critical for the United States to refocus our efforts with our allies
in the G7, G20, Asia-Pacific Economic Cooperation (APEC), and other international fora to find
solutions to the major issues facing the United States and the world?

Answer: The global economy is estimated to have shrunk by more than 4 percent in 2020,
the worst contraction since WWII. An estimated 90 million people have fallen into extreme
poverty as a result of the pandemic and its economic impact. Challenges of this magnitude
need collective solutions in an interdependent global economy. I strongly agree that fora
such as the G7, G20, and APEC offer the United States critical opportunities for leadership
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and for promoting cooperative actions so that the responsibility for crisis response and for
addressing longer term structural global problems can be shared with our allies. In
addition, our actions at home to promote an equitable and inclusive recovery will be more
effective and yield greater gains for our workers and businesses if complemented and
amplified by similar policies and actions by our partners. We must lead and shape decisions
in these fora to promote global adherence to the policies, rules-based system, and financial
burden-sharing that will deliver shared prosperity, equal opportunity, and economic
justice.

In its dealings with Huawei, ZTE, and others, the Trump Administration has demonstrated a
troubling willingness to put national security issues on the table when seeking economic or trade
deals from our trading partners. If confirmed, as Chairman of the Committee on Foreign
Investment in the United States (CFIUS), you will be responsible for evaluating the national
security implications of specific foreign investments and recommending whether to modify or
reject them. In this capacity, CFIUS is intended to focus solely on genuine national security
concerns raised by a covered transaction, and not on other national interests.

3. Do you agree that genuine national security concerns should be the key factor when determining
whether to reject or modify a proposed investment? What steps will you take to mitigate the risk
of other factors, including geopolitical concerns, trade policy, or other conflicts, influencing the
Secretary’s decisions on CFIUS matters?

Answer: I think the CFIUS process plays a critical role in protecting U.S. national security
interests. The CFIUS statute sets forth the rigorous criteria that the administration is
required to use in assessing certain foreign investments in the United States, and I pledge
that the Treasury Department will follow the statutory criteria in guiding its decision
making in CFIUS reviews.

FinCEN

The last four years have seen an unacceptable level of politicization at FinCEN. Treasury officials
worked hand-in-glove with Republicans to produce information intended only to smear President
Biden and his family, while at the same time slow-walking or ignoring valid Congressional
requests from Democrats. Under Secretary Mnuchin’s leadership, I believe FinCEN was used as
an opposition research wing of the Trump campaign, undermining trust and confidence in the
institution. I consider these abuses serious and unprecedented and plan to conduct serious
oversight of the matter.

4. Dr. Yellen, will you commit to cooperating with oversight of this matter, and working to restore
trust and accountability at FinCEN?

Answer: I have the utmost regard for the oversight responsibilities of Congress. To that
end, I commit to cooperating with Congress in its oversight of FinCEN, and to working with
you and your colleagues to build trust and confidence in FinCEN’s important work and
mission.
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Digital Services Taxes

5. What will be the Biden administration's approach to prevent countries from adopting, and prevent
collection where a country has already adopted, digital services taxes that target American
companies? Similarly, what will be the Biden administration’s approach to the ongoing OECD
negotiations regarding taxation and digitalization?

Answer: I am aware of the concerns U.S. companies have raised about digital services taxes.
I am committed to a cooperative multilateral effort to address base erosion and profit
shifting through the OECD/G20 process, and to work to resolve the digital taxation dispute
in that context.
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Senator Cantwell

Janet Yellen Nomination QFR

Chairwoman Yellen, I share the concerns you expressed during your nomination hearing that
climate change poses an “existential threat” and support your plans to make the Treasury
Department a leader in addressing the risks it poses to our economy.

1. Tunderstand that you have given several speeches, interviews, and signed onto plans with other
economists, business leaders, and advocacy groups in support of carbon pricing. Do you continue
to believe that an economy wide price on carbon, applied upstream where fossil fuels enter the
economy, is the most efficient mechanism to decrease carbon emissions at the necessary scale and
speed?

Answer: We cannot solve the climate crisis without effective carbon pricing. The President
supports an enforcement mechanism that requires polluters to bear the full cost of the
carbon pollution they are emitting. I am deeply engaged on this issue and, if confirmed, will
continually discuss my views and thinking with the President and our entire team. President
Biden has amassed a phenomenal team including some of the most informed thinkers on
this issue. We are all committed to doing everything we can to solve this crisis.

2. Do you believe that a predictable, market-based carbon price will incentivize the markets to
reduce carbon emissions faster and more efficiently than could be achieved through direct
regulation of emissions within specific industry sectors?

Answer: Senator, please see my answer above. Thank you.

3. Do you believe that concerns over carbon pricing disproportionally harming lower-income
households would be addressed if the majority of revenue raised was distributed back to
consumers through equal per capita monthly dividends?

Answer: Like you, Senator, it is very important to me that, as we work to solve the climate
crisis and move toward a low-carbon future, we ensure that American families-- especially
the most vulnerable--share in the economic gains that can come from a clean energy
economy.

The President's agenda includes investments in clean energy and energy efficiency
technologies that create good-paying jobs, and clean electricity standards that will achieve
carbon-pollution free electricity by 2035. If confirmed, I will provide advice to the President
regarding the best way to achieve his agenda, including his plan to achieve net-zero
emissions no later than 2050, based on the principle that that polluters must bear the full
cost of the carbon pollution they are emitting.
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Do you believe the experience gained by the Treasury Department issuing stimulus checks during
the COVID crisis prove that the Treasury Department would be capable of efficiently and
cost-effectively issuing monthly dividend payments to every American?

Answer: Thanks to hardworking career staff across the IRS, BFS, Treasury Departmental
Offices, and other government agencies, approximately 160 million American households
received their Economic Impact Payments in an efficient and cost-effective manner. This
program was put in place quickly and was able to meaningfully ease the economic pain of
the recession for millions of families. We have also learned from this experience. Some
Americans have not been able to claim the benefits to which they are entitled. These
individuals are often the most in need of assistance, and often reside in underbanked and
underserved communities. If confirmed, I would be committed to improving tax
administration in a variety of ways, including the distribution of stimulus checks, and I
would investigate the extent to which investments in IRS IT systems could improve the
taxpayers experience and improve outreach to vulnerable taxpayers. I look forward to
working with you on these issues.
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L.

Senator Casey

QFRs for Treasury Secretary Nominee Janet Yellen

The 2017 tax bill eliminated the deduction for unreimbursed expenses workers incur as part of
their job — this means that police and firefighters were no longer able to deduct unreimbursed cost
of their uniforms or equipment. Truck drivers could no longer deduct travel expenses and workers
in unions could no longer deduct the cost of their dues.

I have a bill, the Tax Fairness for Workers Act, to reinstate these deductions and make the
deduction for union dues above the line. It is a measure I hope will be included in the President’s
budget.

Will you commit to working with my office on this proposal which supports workers and union
jobs?

Answer: One of the guiding principles of President Biden’s tax plan is that the tax code
should reward work, not wealth. If confirmed, I look forward to learning more about this
proposal and working with your office on this issue. I would also look forward to working
with you and other members of Congress to advance proposals to strengthen worker
organizing, collective bargaining, and unions.

Dr. Yellen, Since Congress passed the Achieving a Better Life Experience Act in December
2014, over 65,000 people with disabilities have opened ABLE accounts worth more than half a
billion dollars. ABLE accounts allow people with disabilities save for their future while
continuing to be eligible for federal benefits; savings that can lead to economic independence.
Despite strong participation, ABLE accounts are only available to individuals with an onset of
disability before age 26, leaving out millions of people. I have bipartisan legislation to expand
the program’s eligibility to people with disabilities acquired prior to 46 years of age.

Two questions:
e Will you, in your role as Treasury Secretary, work to increase the awareness and use of
ABLE Accounts?

e Will you commit to working with my office to enact the ABLE Age Adjustment Act,
which will expand the number of people with disabilities eligible to open an ABLE
account?

Answer: The Biden-Harris Administration is committed to expanding opportunities and
supporting financial security for people with disabilities. During the campaign, President
Biden committed to working to pass the ABLE Age Adjustment Act, and, if confirmed, I
look forward to working with you to increase the awareness and use of ABLE Accounts.
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Questions for the Record for the Honorable Janet L. Yellen

Senator Sheldon Whitehouse:

The IMF estimates that annual fossil fuel subsidies in this country alone total more than $600
billion annually. Would you agree that until we eliminate or at least greatly reduce this massive
negative externality, it is going to be difficult to transition to a low carbon economy?

Answer: Both the President and I believe we can turn the threat of climate change into an
opportunity to boost our economy and reinvigorate old and new industries to create high
paying middle class jobs across America

President Biden has a comprehensive plan to invest in the United States, create a clean
energy economy, and address the crisis of climate change. I am focused on the President's
agenda, including investments in the clean energy economy, to address climate change and
create good paying jobs and energy efficiency technologies, as well as clean electricity
standards that will achieve carbon-pollution-free electricity by 2035.

I will provide advice to the President regarding the best way to achieve this agenda,
including advice regarding his plan to achieve net-zero emissions no later than 2050, based
on the principle that polluters must bear the full cost of the carbon pollution they are
emitting.

As we do this, we must ensure that American families - especially the more vulnerable -
aren’t unduly burdened by increased energy prices as we move toward a low-carbon future.

Do you believe putting a price on carbon is one of, if not the most effective policies we can
pursue in order to reduce emissions consistent with scientific targets?

Answer: I am fully supportive of effective carbon pricing and I know that the President is as
well. We cannot solve the climate crisis without effective carbon pricing. The President
does support an enforcement mechanism that requires polluters to bear the full cost of the
carbon pollution they are emitting. I am engaged on this issue and will continue to discuss
my views and thinking with the President and our entire team. President Biden’s team
includes some of the most informed thinkers on this issue. We are all committed to doing
everything we can to solve this crisis.

If confirmed, you will serve as chair of the Financial Stability Oversight Council (FSOC). Would
it be prudent for FSOC to conduct a system-wide assessment of climate-related financial risks,
including those related to coastal property values and fossil fuel assets? Would it be helpful to
create a climate-related financial risk subcommittee within FSOC to focus on these issues?

Answer: As you know, the Financial Stability Oversight Council (FSOC) was created by
Congress under the Dodd-Frank Wall Street Reform and Consumer Protection Act
(DFA) following the Financial Crisis that brought the U.S. economy and financial system
to the brink of collapse.

It is the responsibility of the Treasury Secretary to strengthen the U.S. economy, foster
widespread economic prosperity, and promote an economic agenda that leads to long-run
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economic growth. Meeting that challenge undoubtedly requires focus on the current
economy, but also requires a commitment to the building blocks of enduring prosperity.

The Treasury Department has a wide range of responsibilities to meet these
commitments, on its own and through the FSOC, including monitoring and overseeing
various financial markets, administering our nation’s fiscal policies, engaging in
international economic negotiations, and ensuring the stability of a wide range of factors
related to the health of the U.S. economy, including threats from climate change. If
confirmed, I look forward to working with you on this important issue.

There have been numerous studies and reports documenting climate-related economic risk. Much
of the research and thought leadership in this space is taking place in Europe. Will you commit to
developing and promoting research into climate-related financial and economic risks at the
Treasury’s Office of Financial Research?

Answer: Congress created the Office of Financial Research (OFR) in the Dodd-Frank Wall
Street Reform and Consumer Protection Act of 2010 to support the Financial Stability
Oversight Council in its mission, among others, to monitor the financial system for risks
that could threaten financial stability. Assessing and monitoring climate-related financial
and economic risk are important issues. If confirmed, I look forward to working with you
with regard to OFR’s research into climate-related financial and economic risk.
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Sen. Hassan

Members of this Committee from both parties support protecting the U.S. tax base during the
OECD Base Erosion and Profit Shifting discussions. Could you please share your plans to
analyze the economic effects of OECD proposals on different U.S. industries and your plans to
keep the Finance Committee updated throughout the OECD process?

Answer: If confirmed, I will certainly keep the Senate Finance Committee appropriately
updated on the OECD/G20 negotiations. Any treaty arrangements would of course require
the advice and consent of the Senate. An analysis of the economic effects of the OECD
proposals is absolutely appropriate and I will look forward to future conversations with the
members of the Senate Finance Committee during which we can share our consideration of
these different effects.
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