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(1)

NOMINATIONS OF DANIEL R. LEVINSON, TO
BE INSPECTOR GENERAL, DEPARTMENT OF
HEALTH AND HUMAN SERVICES; HAROLD
DAMELIN, TO BE INSPECTOR GENERAL, DE-
PARTMENT OF THE TREASURY; AND RAY-
MOND T. WAGNER, JR., TO BE A MEMBER
OF THE INTERNAL REVENUE OVERSIGHT
BOARD

THURSDAY, FEBRUARY 17, 2005

U.S. SENATE,
COMMITTEE ON FINANCE,

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

room SD–215, Dirksen Senate Office Building, Hon. Charles E.
Grassley (chairman of the committee) presiding.

Also present: Senators Baucus and Wyden.

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

The CHAIRMAN. I welcome our nominees today.
I am going to apologize to the nominees and the members of the

committee. Senator Baucus is going to chair the committee today
because I am down the hall at a bill that I have been trying to get
to the President for the last 8 years—in fact, I got it to President
Clinton and he pocket vetoed it—which is bankruptcy reform legis-
lation. We hope to get that out of the Judiciary Committee today.
So, I thank everybody for joining us.

We are here to consider three nominations that are pending be-
fore the Senate Finance Committee. First, we will hear from Daniel
Levinson, who has been nominated by President Bush to serve as
Inspector General for the Department of Health and Human Serv-
ices.

In addition to currently serving as Acting Inspector General for
the Department, Mr. Levinson also concurrently serves as Inspec-
tor General for the General Services Administration. Mr. Levinson
has a long and respected career in the business of oversight, and
I am confident that he will serve the Department well.

Next, we will hear from Harold Damelin, who has been nomi-
nated by the President to serve as Inspector General at the Depart-
ment of the Treasury.
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Throughout his distinguished career, he has served in a variety
of capacities within the Federal Government, including service at
the Internal Revenue Service, the Department of Justice, the Sen-
ate Permanent Subcommittee on Investigations, and the Senate
Governmental Affairs Committee. He currently serves as Inspector
General at the Small Business Administration.

Finally, we will hear testimony from Raymond Wagner, who has
been re-nominated to a position on the IRS Oversight Board. Mr.
Wagner has capably served on the Oversight Board since August,
2003.

Since last September, he has served as chairman of that distin-
guished panel that was set up by legislation that Senator Baucus
and I worked on in, I think, 1999 and 2000.

I would suggest to you only one thing as a matter of house-
keeping. I do not think this will be applicable to any of you, but,
if you do have questions that are unanswered here, and there are
questions given to you in writing, out of respect for everybody as
an individual Senator, it is good to have those questions answered
before your nomination would come up. So, take that into consider-
ation.

There is something that I can do administratively while we are
also waiting for Senator Baucus, and that is to ask each of you
those questions that you would be asked just out of formality.

So I would ask this first question of all three of you, and then
ask each of you to answer separately.

First, is there anything that you are aware of in your background
that might present a conflict of interest with the duties of the office
to which you have been nominated?

Mr. Levinson?
Mr. LEVINSON. No, Mr. Chairman.
The CHAIRMAN. Mr. Damelin?
Mr. DAMELIN. No, Mr. Chairman.
The CHAIRMAN. Mr. Wagner?
Mr. WAGNER. No, Mr. Chairman.
The CHAIRMAN. Thank you.
The second question of three. Do you know of any reason, per-

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

Mr. Levinson?
Mr. LEVINSON. No, Mr. Chairman.
The CHAIRMAN. Mr. Damelin?
Mr. DAMELIN. No, Mr. Chairman.
The CHAIRMAN. Mr. Wagner?
Mr. WAGNER. No, Mr. Chairman.
The CHAIRMAN. All right.
Third, do you agree, without reservation, to respond to any rea-

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

Mr. Levinson?
Mr. LEVINSON. Yes, Mr. Chairman.
The CHAIRMAN. Mr. Damelin?
Mr. DAMELIN. Yes, Mr. Chairman.
Mr. WAGNER. Yes, Mr. Chairman.
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The CHAIRMAN. Thank you.
The committee will stand at ease until Senator Baucus comes.

You could chair it until Senator Baucus gets here, could you not?
Senator WYDEN. Yes, sir, I could.
The CHAIRMAN. Would you come over here, please, and do that?

I suppose I could ask you to do it from there, but it would be better
if you would come over here.Thank you very much for doing that.

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

Senator BAUCUS. The committee will come to order.
We are here today to consider the nominations of Daniel

Levinson to be Health and Human Services Inspector General;
Harold Damelin, to be Treasury Inspector General; and Ray Wag-
ner, for another term on the IRS Oversight Board.

Mr. WAGNER. Good morning, Senator.
Senator BAUCUS. Good morning. Good morning to all three of

you.
Mr. DAMELIN. Thank you. Good morning.
Senator BAUCUS. These are obviously very important positions.

They require independence, skill, and judgment.
At the birth of our Nation, the Continental Congress appointed

an Inspector General to oversee the army. The Continental Con-
gress charged that Inspector with ensuring that its scarce re-
sources were spent wisely during time of war.

There were reports, however, that then-General George Wash-
ington resented the presence of someone questioning his decisions.
Nevertheless, the Continental Congress decided that there should
be an Inspector General. I must say that tension between the In-
spectors General and whomever it is they are inspecting has al-
ways existed and not much has changed.

Mr. Damelin, like the first Inspector General, you are charged
with overseeing an entity that helps protect our freedom. The
Treasury Department is in the front line of the war on terrorist fi-
nancing.

The Department’s efforts can stop a terror cell before it plots its
next attack. Without this quiet work done with computers and di-
plomacy instead of tanks and guns, America and the world would
be a far more dangerous place.

Despite some success on the terror financing front, much remains
to be done. We must guard our resources vigorously. The govern-
ment has limited resources to monitor the activities of dangerous
terrorists around the globe.

But the administration has allowed its obsession with Fidel Cas-
tro to supersede the war on terror. The Treasury Department has
consistently diverted funds from combatting the financing of terror-
ists to banning the travel of tourists. There are terrorists camped
around the globe, but grandmothers traveling to Havana are not
among them.

Mr. Damelin, I will look to you to provide leadership in over-
seeing the Treasury generally, particularly the non-tax side, but
also in this arena. We need to ensure that our terrorist financing
dollars are well spent. Our liberty depends on it.
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Mr. Levinson, the office for which you have been nominated has
had its share of troubles. Career employees were driven out, morale
low, and the independence of the last Senate-confirmed HHS In-
spector General is called into question.

Even apart from the controversies surrounding the office, just
running the operation is extraordinarily demanding. The Inspector
General must identify systemic weaknesses of waste, fraud, abuse,
inefficiency, and must conduct fraud investigations whenever war-
ranted.

Because of the number of programs and the huge financial dis-
bursements involved, this Inspector General’s office is the largest
in the entire Federal Government. It employs more than 1,500
auditors, investigators and support staff spread across our country.

Your tenure will begin at a time when a great deal of attention
will be focused on the office, for several reasons. First, given the
current fiscal situation, the Medicare and the Medicaid programs
are under ever-increasing scrutiny.

The administration has proposed cutting $60 billion from the
Medicaid program. Moreover, implementation of the prescription
drug benefit and other provisions of the Medicare Modernization
Act continues apace. Enrollment in the prescription drug benefit
begins in less than 9 months.

Finally, concerns abound about drug safety and the FDA’s role
in approving and monitoring drugs. Your office has an important
role to play in these, and other, issues. You will need to hit the
ground running, and I expect you to be an effective, independent
leader.

Mr. Wagner, I am happy to see you back.
Mr. WAGNER. Thank you, Senator.
Senator BAUCUS. You have been here before.
Mr. WAGNER. Yes.
Senator BAUCUS. The IRS Oversight Board serves a very impor-

tant function, as we have discussed in previous meetings. The
Board oversees the Internal Revenue Service in its administration,
execution, and application of the tax laws.

I know that I have given the Oversight Board a hard time in the
past, but I am glad that the board—and you, in particular—have
shown real leadership.

Mr. WAGNER. Thank you, Mr. Chairman.
Senator BAUCUS. Your independence is a valued asset, and so is

your willingness to confront the IRS Commissioner and the Sec-
retary of Treasury on tough issues. Toughness and independence,
like the kind you have shown, are too rare in Washington today.
Congress, taxpayers, and the American people are fortunate to
have you as chairman of the IRS Oversight Board.

Mr. WAGNER. Thank you.
Senator BAUCUS. I would now like to turn to each of the three

of you and ask you if you have any statements you wish to make.
I will begin, first, in the order in which I mentioned everybody.

Mr. Levinson, I will begin with you.
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STATEMENT OF DANIEL R. LEVINSON, NOMINATED TO BE IN-
SPECTOR GENERAL, DEPARTMENT OF HEALTH AND HUMAN
SERVICES, WASHINGTON, DC
Mr. LEVINSON. Thank you, Senator Baucus and Senator Wyden.
I am honored to appear before you today as the President’s nomi-

nee to be Inspector General of DHHS. I am grateful to the Presi-
dent for this nomination, and truly appreciate the opportunity to
address the committee this morning. I also want to thank the com-
mittee staff for their time and attention over the past weeks.

Promoting efficiency and effectiveness and preserving the integ-
rity of the Nation’s health and welfare programs are extremely im-
portant responsibilities. As the audit and investigative head of an
objective and independent arm of the Department of Health and
Human Services, I pledge that, if confirmed, I will work with the
approximately 1,500 staff members of the Office of Inspector Gen-
eral to achieve these goals to the fullest extent possible.

In these few minutes, I would like to underscore two points that
I address at greater length in my prepared testimony. One, is that
this is a job that cannot begin to be accomplished without building
and maintaining effective relationships with a number of offices,
both within and outside the Department.

It is vital that there be effective communication, for example, be-
tween the IG and the Centers for Medicare and Medicaid Services,
and a good understanding of the complementary roles played in se-
curing for beneficiaries the benefits that Congress intended.

No less important, there needs to be effective relationships with
the Department of Justice to make sure that the Health Care
Fraud and Abuse Control Program is performing at an optimum
level, so as to punish those who would commit fraud and to deter
potential offenders. This partnership is also important to ensure
that the False Claims Act and its CLITAN provisions are enforced
as effectively as possible.

That said, effective outreach to State and anti-fraud units and to
the health care industry also is a very important dimension. The
OIG has finite resources, and the OIG staff identifies many areas
where the compliance and anti-fraud efforts undertaken by organi-
zations outside the OIG are a first-line defense.

It is important to continue to maintain and strengthen strategies
that build the right kind of synergy among Federal, State and pri-
vate parties.

Very importantly, the OIG should look to the Congress, and espe-
cially to this committee and its staff, as well as to GAO, to assist
in meeting its audit and investigative responsibilities.

If confirmed, I pledge to engage with all our clients, allies and
partners to pursue our mutually shared goals of effective and effi-
cient delivery of services in the 300 programs that comprise HHS
activities, and to root out the fraud, waste, and abuse that hinders
the ability to do so.

On a second, and more specific matter, I would like to note that
while the OIG needs to be mindful of all HHS programs, the re-
cently enacted MMA poses new and complex challenges that the
OIG must address in timely and accurate fashion.

The success of some of that work depends on the kind of effective
relationship building and maintenance that I already have ref-
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erenced, and much of the OIG work mandated in the MMA already
has been in progress for the past year.

I would also note, however, that success depends on the invest-
ment and allocation of OIG resources in new—in the drug pricing
area, for example—and novel ways. The OIG has been given impor-
tant, new responsibilities. If confirmed, I am committed to working
with staff to meet those obligations effectively.

Senator Baucus, I would like to finally note that I have had the
privilege of working with the HHS OIG on an acting basis for the
past few months. I am pleased to share with you my strong sense
that the office has many dedicated public servants who bring com-
mitment, experience, and expertise to this important work.

In a recent book on high-performance organizations, NYU Pro-
fessor Paul Light observed that ‘‘once the right talent is assembled,
there are four pillars to top-notch performance: alertness, agility,
adaptability, and proper alignment.’’

I already see so many of these attributes exhibited by the current
staff, and, if confirmed, I will work to ensure the best possible re-
source allocation and personnel alignment to achieve the crucial
goals of this office.

I thank the committee and welcome your questions.
Senator BAUCUS. Thank you, Mr. Levinson, very much.
[The prepared statement of Mr. Levinson appears in the appen-

dix.]
Senator BAUCUS. Mr. Damelin?

STATEMENT OF HAROLD DAMELIN, NOMINATED TO BE IN-
SPECTOR GENERAL, DEPARTMENT OF THE TREASURY,
WASHINGTON, DC

Mr. DAMELIN. Good morning, Senators Baucus and Wyden.
Thank you for the opportunity to appear before you today.

I am honored to be the President’s nominee to serve as the In-
spector General of the Department of the Treasury. This is the sec-
ond time President Bush has nominated me to serve in the U.S.
Government. Since the Senate confirmed my previous nomination,
I have served as Inspector General of the Small Business Adminis-
tration for nearly 2 years.

By way of background, I was born in the Boston area and at-
tended Boston College and Boston College Law School. Shortly
after graduating from law school, I moved with my family to the
Washington, DC area, where I have worked in a number of posi-
tions over the past 32 years, 18 of which have been devoted to gov-
ernment service.

Out of law school, I was recruited into the Honors Program of the
Chief Counsel’s Office at the IRS, where I worked for approxi-
mately 1 year. For the next 13 years, I served as a Federal pros-
ecutor, both with the Criminal Division of the Justice Department
in both the Public Integrity and Fraud Sections, and as an Assist-
ant U.S. Attorney in the District of Columbia. As a Federal pros-
ecutor, I handled many complex and sensitive investigations.

After leaving the U.S. Attorney’s Office, I spent the next 9 years
in private practice, where I specialized in white collar criminal de-
fense work.
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In 1995, I had the honor of being asked by Senator Roth of Dela-
ware to serve as the Staff director and Chief Counsel for the U.S.
Senate Permanent Subcommittee on Investigations. I accepted the
position, and for the next 2 years I was responsible for conducting
a number of investigations and holding a series of public hearings.

Following my work with the Senate Permanent Subcommittee,
Senator Thompson of Tennessee asked me to serve as a Senior
Counsel to the Senate’s Special Investigation Committee, which ex-
amined allegations of improper activities surrounding the 1996
Federal election campaigns.

While serving in this position, I was responsible for overseeing
major portions of the committee’s investigation, participating in its
public hearings, and preparing the committee’s final report.

Upon completion of my work for the Special Investigation Com-
mittee, I returned once again to private practice for almost 5 years,
where I continued to specialize in white collar criminal defense
work until I was nominated by the President and confirmed by the
Senate in March of 2003 to serve as the IG at the SBA.

I believe the knowledge and experience I have gained over these
past 2 years has further prepared me for the new challenges I will
surely face at the Department of the Treasury if I were to be con-
firmed.

At the SBA, I have led a staff of about 100 people. During this
time, I have become familiar and dealt directly with the many
issues faced by an IG on a daily basis. I believe that I have handled
my duties and responsibilities in a highly professional and com-
petent manner.

I understand that the responsibilities of the position to which I
have been nominated are great. Based on the significant issues fac-
ing the Department of the Treasury, it is clear to me that assuring
the leadership role of Inspector General will be a challenging as-
signment.

With my diverse experience, I feel well prepared to assume the
position. If confirmed, I pledge to you that I will work hard to carry
out my responsibilities.

Again, thank you for the opportunity to appear before you today,
and I will be happy to answer any questions you may have. Thank
you.

Senator BAUCUS. Thank you, Mr. Damelin, very much.
[The prepared statement of Mr. Damelin appears in the appen-

dix.]
Senator BAUCUS. Mr. Wagner?

STATEMENT OF RAYMOND T. WAGNER, JR., NOMINATED TO BE
A MEMBER OF THE INTERNAL REVENUE SERVICE OVER-
SIGHT BOARD, WASHINGTON, DC

Mr. WAGNER. Mr. Chairman, members of the committee, I am
honored to appear before this committee today as you consider my
nomination to be a member of the IRS Oversight Board.

It was just 2 years ago that I first appeared before you when I
was nominated to fill the term of a vacant position on the Over-
sight Board. I am grateful to appear before you for a second time.

Mr. Chairman, it is truly an honor to have been nominated by
President Bush to serve a full term on the Oversight Board. I com-
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menced service on the Board in April of 2003. I was elected chair-
man in September of 2004.

I now have an even greater appreciation for the vital role that
the IRS plays in the lives of virtually every taxpayer. If confirmed,
I am committed to serve this full term with independence, vigor,
rigor, and with complete respect for the importance of this position.

For almost 10 years, I have worked at Enterprise Rent-A-Car,
most recently as the legal and legislative vice president. For the
last 12 years, I have also been an Adjunct Professor of Law at the
Washington University School of Law, where I co-teach a course in
the Master’s Tax Law Program.

Prior to joining Enterprise, I spent much of my career working
in the public sector in the tax administration field. I served as di-
rector of Revenue for the State of Illinois, as well as the director
of Revenue for the State of Missouri. In addition, I was the general
counsel for the Missouri Department of Revenue.

As a board member, and now chairman, I have watched the
board continue to evolve so that it will best meet its mission. Last
September, the Treasury Inspector General for Tax Administration
completed an audit of the board and found that the board has
made a number of valuable contributions to the governance of the
IRS, such as providing continuity of management and direction,
reaching out to stakeholders, and conducting surveys of taxpayer
attitudes.

TIGTA recommended that the board conduct a self-assessment as
a tool for understanding how to elevate the board’s performance to
the next level. During my chairmanship, the board conducted such
a self-assessment, reorganized its committees, and is expanding its
outreach program.

We solicited input from stakeholders, including tax professionals
and Congressional committees about how to make improvements.
We redesigned our annual public meeting to achieve a better ex-
change with outside stakeholders.

Prior to being elected chairman, I served as the chairman of the
board’s Human Capital Committee. In this capacity, I led the com-
mittee on its first comprehensive review of the IRS Training Pro-
gram, and also led the committee’s annual review of senior IRS ex-
ecutive performance and compensation.

This review evaluates whether division goals, executive goals,
and actual performance are in alignment with executive perform-
ance evaluations and compensation. This is a critical issue for all
organizations, whether they be public or private.

It is important for board members to listen and to understand
the concerns of a variety of organizations and individuals who
interact regularly with, and have outside perspectives of, the IRS.

Ensuring this communication is a personal priority of mine. In
this vein, I meet regularly with many representatives of the other
government organizations that have oversight responsibilities with
the IRS, including TIGTA, GAO, the Treasury Department, and
Congress, including members of the staff of this committee, to dis-
cuss relevant IRS issues.

Other board members and I also meet regularly with IRS em-
ployees, tax professionals, and fellow taxpayers. We attend several
nationwide forums annually.
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Clearly, the IRS is facing many difficult challenges. It must re-
duce the tax gap in an environment of limited resources, active cir-
cumvention of tax laws by some, an aging workforce, and ancient
computer systems.

This is no time for the timid. Every member of the tax adminis-
tration community, including many of the people in this room this
morning, must all pull in the same direction if we are to meet
these challenges. I want the IRS Oversight Board to have an im-
portant and meaningful role in this effort.

I welcome the opportunity to use my extensive experiences in the
private and public sector to address these issues. Enterprise Rent-
A-Car, as you may know, has grown to be the number-one car rent-
al company in North America, based in large part on its founding
values of customer service.

I know firsthand the positive impact of superior customer service
from a large organization. Despite needed emphasis on enforce-
ment, I will be ever mindful of the priority that this committee
placed upon customer service when it established the mandates of
the Restructuring and Reform Act. We cannot have the IRS lose its
balance between service and enforcement.

The mission of the Illinois Department of Revenue, which we re-
wrote during my tenure, might best exemplify my philosophy: pro-
fessional service, fair enforcement. In short, taxpayers should find
compliance easy to achieve and difficult to avoid.

In summary, Mr. Chairman, I am keenly aware of the critical im-
portance of this independent board for all of the American people.
If confirmed as a member of the IRS Oversight Board, I will be
committed to using my knowledge and experiences to achieve the
objectives for the board as set out in the Restructuring and Reform
Act.

Thank you, Mr. Chairman. I would be pleased to answer any
questions that you may have.

Senator BAUCUS. Well, thank you very much, Mr. Wagner.
[The prepared statement of Mr. Wagner appears in the appen-

dix.]
Senator BAUCUS. I thank all of you. Public service, as you well

know, is a real sacrifice. I mean, you work hard for the right rea-
sons and not a lot of people praise you and thank you for all that
you do. It is also a joint effort, yours individually, and also with
your family because they have to sacrifice a lot, too.

I would like to give you the opportunity, if you would like, to in-
troduce your families. I will begin with you, Mr. Levinson.

Mr. LEVINSON. Thank you, Senator Baucus. Behind me is my
wife, Dr. Luna Levinson.

Senator BAUCUS. Would you like to stand, please, so everybody
can say hello to you?

Mr. LEVINSON. And to her left is one of my two daughters, Han-
nah Levinson. My other daughter, Claire, is busy at college. She
could not join us this morning.

Senator BAUCUS. Well, thank you very much. I know you are
very proud. We are glad you are all here. Thank you.

Mr. Damelin?
Mr. DAMELIN. Yes. I think there is strength in numbers, so I

brought a number of people.

VerDate 11-MAY-2000 17:39 Jul 26, 2005 Jkt 095484 PO 00000 Frm 00013 Fmt 6633 Sfmt 6633 20933.000 SFINANC2 PsN: SFINANC2



10

Senator BAUCUS. Oh, good for you.
Mr. DAMELIN. My wife, Harriett.
Senator BAUCUS. Everybody stand, please. Harriett.
Mr. DAMELIN. Next to Harriett is my daughter, Rachel.
Senator BAUCUS. Rachel.
Mr. DAMELIN. And my son-in-law, Rob, is next to Rachel.
Senator BAUCUS. Rob.
Mr. DAMELIN. My daughter-in-law, Farrah, and my son, Scott.
Senator BAUCUS. Great.
Mr. DAMELIN. We opted not to bring three grandchildren.
Senator BAUCUS. What ages?
Mr. DAMELIN. Four, two and 3 months.
Senator BAUCUS. Good choice. [Laughter.]
Mr. DAMELIN. Thank you.
Senator BAUCUS. Good decision.
Mr. Wagner?
Mr. WAGNER. Thank you, Senator. Unfortunately, my children

are not able to be with me here this afternoon. They joined me at
my first confirmation hearing.

Senator BAUCUS. Right.
Mr. WAGNER. We had the pleasure to bring them to the Inau-

gural activities to enjoy that governmental function, and pulling
them from school a second time seemed to be a high charge. So,
thank you.

Senator BAUCUS. You are very, very welcome.
I just have a few questions. First, of you, Mr. Levinson. I am just

curious how you are establishing morale and getting the right mo-
rale that we all want in your office. How are you going to do this,
given the problems we have had in the past in your office, at least
in the HHS Inspector General’s Office?

Mr. LEVINSON. Well, I have had an opportunity, Senator, for
these first months, on at least a part-time basis, since I am also,
as you mentioned earlier, occupying a position of GSA Inspector
General, to get to know certainly the senior team and to reach out
and get to know the people in Washington, as well as having gone
up to Baltimore to meet our people who work directly with CMS.

I am very pleased to see how much institutional knowledge and
experience exists with people who are enthusiastic about the job
they are doing and about the new challenges that are faced in the
implementation of the MMA.

I did feel, when I walked in the door back in the fall, that people
already had their nose to the grindstone and just wanted to know,
can we move forward? Do we need to take a pause? Do we need
to re-think what we are doing?

My message to everyone was, the clock is running. We need to
make this new law, as well as all of the other laws we are sup-
posed to do effective oversight on, work. I am not here to slow
things down. I am here to make sure that we meet all of the dead-
lines that Congress is looking to us to attain.

So, I have found that there is just enormous cooperation, enthu-
siasm, and a lot of very, very good people still in the organization
and still working hard to make it happen.
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Going forward, I think there probably will need to be a fresh look
at allocation of resources, because the MMA does place some new
responsibilities on the office.

There will be a need to re-think how some of those responsibil-
ities in the past have been done and need to be done in the future.
I am getting great cooperation both within the office, as well as
with our partners in the Department.

Senator BAUCUS. What do you want to uniquely bring to the of-
fice? That is, this is Mr. Levinson’s stamp. This is something new
and different.

Mr. LEVINSON. Well, we need to appreciate—and having served
now for 31⁄2 years as an Inspector General—one of the most inter-
esting challenges for an IG is to wear two hats, effectively, perform
two somewhat different, and at times complementary, roles.

As the chief audit executive, one plays one role sometimes dif-
ferent from that of being the chief law enforcement executive. In
terms of the investigative work that needs to be done, there are oc-
casions when—and at HHS it may occur very often—you need to
project heat. Heat is the term that often is used in conjunction with
law enforcement. You have to apply heat to a problem to uncover
fraud and abuse.

As an audit executive, you need to shed light. You need to make
sure that people understand where the precious dollars that have
been appropriated actually are going, and to make sure that they
are going for the purpose for which Congress actually appropriated
the dollars.

So the need to shed light and to project heat are somewhat dif-
ferent. They can be complementary. People need to understand
which hat you are wearing, when. I want to make sure that people
are empowered in the office in both of those roles, as well as to un-
derstand how effective we can be as an evaluative unit.

Senator BAUCUS. Now, is that something new? Is that something
that you are bringing? I mean, are you saying that past IGs have
not appreciated that difference, that complementarity, as well as
the difference between the two sides?

Mr. LEVINSON. Well, June Gibbs Brown mentioned, in the 1990s
on several occasions, the need to think in terms of ‘‘auditgators,’’
I think is the term that she used, to convey a sense that people
need to think beyond their narrow discipline sometimes to get the
job done.

I think, in terms of what she has said, that I am building on that
for some of the new challenges that we face to understand better
how the law enforcement function, the audit function, and the eval-
uation function need to work effectively as a coordinated unit, still
respecting their individual jurisdictions, if you will. And that is a
delicate task.

Senator BAUCUS. How do you get around the perception that
some people have that, because the office is over at HHS, the In-
spector General is a little too cozy, is not sufficiently independent?
What do you say to that? How are you going to establish your inde-
pendence?

Mr. LEVINSON. Well, I would hope to establish the independence
at HHS along the lines that I feel I have established the independ-
ence at GSA. We have at GSA what I view as a very independent
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office that has worked on building a very effective partnership,
when it can happen, with the Agency to make the right things hap-
pen.

We are not shy about pointing out the problems that occur in the
acquisition process, for example. And whether people like to hear
it or not, I think we do it in a way that brings people on board to
the right way to make it happen. I think you need to be tough as
nails as you effectively make the case that, where there is a need
for change, you will insist on making sure that people understand
the change that needs to be made.

Senator BAUCUS. In my judgment, these offices all come down to
the person at the top. It depends upon you, and each of you, frank-
ly. If you are a very independent-minded, vigorous, hardworking
person and you want your agency to act that way, it will happen.
If, on the other hand, you are a turn-the-crank kind of guy, the
agency will be kind of a turn-the-crank agency, and nothing much
is really going to happen.

So, it all depends on you. It all depends on you, in establishing
your separateness, your independence, and so forth. I just urge you
to exercise your office vigorously, because we are all dependent
upon you, too.

I have one more question, and then I will turn to Senator Wyden.
Mr. Damelin, you probably saw in this morning’s Washington

Post an article about Senator Levin, who sent some e-mails or gave
some e-mails to the press.

Mr. DAMELIN. Yes, I did.
Senator BAUCUS. It was an article about a shipment of oil. The

Treasury Department apparently, according to the Washington Post
article, turned a blind eye or actually encouraged oil sales to Jor-
dan, and maybe some other countries from Iraq, in violation of the
U.N. sanctions. I would just highlight that, and I expect, if you are
confirmed—and I expect you will be—to look into that. Do you have
any comment on that, please?

Mr. DAMELIN. Obviously, Senator, I do not know anything more
about it than what I read in the paper earlier this morning. But
that is the type of thing that, as an IG, you need to be prepared
for. It comes your way, and you need to make an assessment and
find out what additional inquiry needs to be made in connection
with a matter like that.

Senator BAUCUS. All right. It looks pretty serious. Are you going
to treat it seriously?

Mr. DAMELIN. I certainly will.
Senator BAUCUS. Thank you.
Senator Wyden?
Senator WYDEN. Thank you, Mr. Chairman. I think you have

touched on so many of the important issues, and I just have a cou-
ple of follow-up areas. I thank all of you, as well, for the service
that you provide.

Let me start with you, Mr. Wagner, and eventually this question
will wend its way to you, Mr. Damelin, as well.

Mr. Wagner, when Treasury Secretary Snow was here about a
week or so ago, I asked him at some length about the enforcement
of the tax laws. In particular, what has concerned me is, when it
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comes to scofflaws, it appears that for well over 2 decades, the pri-
mary focus has been on the little guy.

And certainly the law ought to be applied equally, but it seems
that for decades now, the focus on enforcement has primarily been
on the little guy rather than the big guy. The people in the big
companies with huge investment interests somehow get off the
hook.

I want to see that pattern of enforcement change. Senators Bau-
cus and Grassley have made, in particular, what I think is a very
constructive effort over the years. Senator Baucus has gone, but
both he and Senator Grassley deserve a lot of credit for saying that
they want that really shaken up.

What Treasury Secretary Snow told me was that he would make
sure that by the end of this year, 2005, we would see a different
pattern of enforcement, so that we would start to see some of the
bigger guys and the real rip-off artists targeted for enforcement. I
certainly accept his sincerity and his credibility, but we have heard
that before.

So what I would like to ask of you, is to supply to me, and also
to the committee, by, let us say, April 1—you have got to wait until
the year is over, obviously—a report from you all that would actu-
ally give us, in writing, the specifics that demonstrate that, for the
first time, there has been a change in the enforcement pattern, and
finally there really is an effort to target the big offenders. Would
you be willing to do that?

Mr. WAGNER. Senator, I would be willing to do that, and I will
commit to you to provide that report by April of 2006.

Senator WYDEN. Let me ask you this. Is April 1 a reasonable
date? Perhaps it ought to be May 1 if you want to make sure you
have all records from April 15. Is April 1 reasonable?

Mr. WAGNER. The issue of enforcement is something that the
board is already looking into.

Senator WYDEN. Good.
Mr. WAGNER. So I would hope that, by April, we would have a

good sense for the preceding year. If we need more time, then I will
certainly come back and visit with you about that. But I anticipate
that, by April 1, we would have a full assessment of that issue.

I will state that the issue of enforcement is something that the
IRS and the Secretary, I know, are focused upon. I am aware of
the perception that you have outlined, and I think that that is
something, as the IRS undertakes its initiatives and allocates its
resources, that they are very sensitive to.

Senator WYDEN. I appreciate that. I share Senator Baucus’ ap-
preciation for your approach to public service. This is something I
feel very strongly about. There is a real sense in this country about
a lack of accountability.

If you hold up a 7–11, you are pretty sure you are going to get
some real penalties if you are caught, and that is as it should be.
But somehow it seems that, in the corporate suites, there is not the
same level of accountability, and there is a chance now to make it
very different.

Senator Baucus and Senator Grassley have given the agency new
tools to tackle the enforcement area, and I think it is very construc-
tive that you all make sure that, by April 1, we can actually see
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the documentation that supports Treasury Secretary Snow’s con-
structive statement, by the way, that he is going to change it on
his watch, and we will have some evidence by the end of the year.

The second question that I had that perhaps will bring you into
this, Mr. Damelin, as well, is are there enough people in the en-
forcement area? I mean, just numerically, are there enough people
to do this job? Because I think you have heard my first line of
questioning.

I am very pleased about Mr. Wagner’s response. But I also have
questions about whether there are just physically enough bodies in
order to do it. So, perhaps if we could start with you, Mr. Damelin,
and then bring you into this as well, Mr. Wagner.

This is obviously a timely matter because we have got the budget
coming up. I also sit on the Budget Committee. So, your responses
there are also relevant to something I am following up on.

Mr. Damelin?
Mr. DAMELIN. Senator, not to deflect answering your question,

but I think, based on my understanding of the jurisdictions be-
tween the Treasury IG and the IG at TIGTA, the tax enforcement
IG which has more direct jurisdiction over the IRS, that question
and a substantive answer may be better ascertained from that par-
ticular Inspector General than from me.

Certainly, at the present time I would not have the depth of
knowledge of the staffing issues, even if it was a matter under my
jurisdiction, but it is the kind of thing that I would be more than
happy to talk to the TIGTA IG and communicate with him and at-
tempt to get back to you with a response.

Senator WYDEN. Fair enough.
Mr. Wagner, have you got any thoughts on that?
Mr. WAGNER. Senator, we have developed an increasingly strong

relationship with TIGTA, and certainly I can take this up with the
Inspector General for Tax Administration and express your con-
cerns.

Senator WYDEN. Do you have any sense this morning?
Mr. WAGNER. My sense is that, again, I believe the IRS is very

in tune with allocation of resources for enforcement. During the
course of our regular meetings that we have, both with the board
and with IRS executives, we have discussed the shift of resources
from areas that maybe are less efficient or less desirable toward
the area of enforcement. We have carefully worked with the IRS
to discuss hiring plans and how to allocate those hires with an aim
toward sustaining or acquiring a minimal number of bodies, if you
will, to handle the task at hand.

But I might also say that technology is improving. The use of the
Internet, our computer systems, and so on, have also made for
more efficiencies, where it is not just a matter of having FTE and
the bodies, but also the proper technology and training, which is
another key focus of our Oversight Board deliberations.

It is one thing to have a body with a pen, paper and a laptop,
but it is another thing to know how to use it and to be well-trained
to get the most out of that individual. So, I am sensitive, and we
are working with the Commissioner.

Senator WYDEN. Very good. I look forward to working with you
on the enforcement issue. And you, Mr. Damelin. I will be voting
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for both of you when we have enough bodies in the committee and
a distinguished chairman here as well for a vote.

Mr. Levinson, let me turn to you. Obviously, the office has fallen
on some bad times here recently. I am not completely clear, and
maybe you could just spell it out. What is going to change, exactly,
on your watch? I heard something about allocating resources and
the like, and that certainly sounds sensible to me. But that is not
the main problem. It was pretty chaotic in recent years.

I would like you to tell me, particularly as it relates to manage-
ment practices, what is going to change there? I think it would be
very bad for the public interest to have a third round of what we
have seen in the last two instances with your predecessors.

Mr. LEVINSON. Senator Wyden, I think it is terribly important,
given the depth of career experience and expertise that continues
to exist at the OIG, that focus be made on making sure that the
people—who in many cases have been in the executive service and
the managerial ranks at the OIG throughout not just the last few
years, but going back earlier—have the tools, have the support so
that they are able to do the first-class job that many of them are
capable of doing, and I have already witnessed myself over these
last few months.

My emphasis on allocation of personnel and resources——
Senator WYDEN. On that point, exactly what is going to be done

differently with those experienced people? Are you going to name
some advisory group of experienced people there to meet with you
once a month to give you an update on management practices?

Tell me, if you would, what is going to change, other than, I
gather from your statement, you are going to appreciate these
high-level people. What exactly is going to change in terms of how
you work with those top-level people?

Mr. LEVINSON. Well, I am still in the process at this point in my
tenure in learning in more depth what occurs in these very large
components that comprise the OIG.

I am assembling on a regular basis the senior management team
in Washington, and I think it is important that I also, if confirmed,
get around the country as well, because so many of our most gifted
people are around the country in the regional offices in virtually
every State of the Union.

I am, very early on, sending them a very positive signal about
the importance of being able to work effectively as a team to make
sure that we accomplish all of the goals of the office.

And given where we are with the MMA, it is especially important
that people feel very comfortable about being able to work
proactively together to make it all happen. Again, some of these
folks have years of experience and have been very welcoming, say-
ing we can work together to make this happen.

I am devoting all of my time, even in my acting capacity, to mak-
ing sure that people feel empowered to be able to make the dif-
ference that so many of our existing personnel feel that they can
make.

Senator WYDEN. I will not ask it a third time, but you can get
a sense. I am still interested in knowing specifically what is going
to change. I think it is useful that you are going to empower the
people and that you are talking to them, and the like.
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It all sounds very constructive, and I commend you for it. But my
sense is that the management problems were pretty deep and pret-
ty pervasive, and they are not going to get resolved by a few con-
versations with folks.

Let me go on to a couple of other areas. We have a number of
colleagues, led by Senators Grassley and Baucus, who are very in-
terested in health information technology.

All of us who represent States with a large rural population, as
I, Senator Grassley and Senator Baucus do, know that health infor-
mation technology is essential for good communication and coordi-
nation of care.

But there are a lot of barriers right now to the adoption of health
information technology. A number of those barriers identified by
the committee are imposed by the office’s interpretation of the anti-
kick-back laws and the Stark statutes.

The regulations implementing the Medicare Modernization Act
and the e-prescribing provisions state that the Office of Inspector
General is going to release the safe harbor language to create a
specific exemption to Stark and the anti-kick-back laws for e-pre-
scribing technologies. We would very much like to know when your
office plans to release that language.

Mr. LEVINSON. I do not have an exact date to provide to you,
Senator, but I know that the office is currently drafting the MMA-
required safe harbor. I will be prompt about giving you a more
exact timetable.

Senator WYDEN. Could we expect to have that in 60 days?
Mr. LEVINSON. I am just not sure where the office is in its time-

table, but I will give you an update immediately.
Senator WYDEN. Try and get it done. This is a big deal to myself.

My good friend, Senator Baucus, who has done so much on health
technology, is back. We in rural areas cannot abide foot-dragging
on this. This is something that is absolutely essential.

We think that the Stark and the anti-kick-back laws are pre-
senting a real barrier to adopting health information technology to
the extent that we think the potential is there. By the way, the
Secretary has done some very good work, in my view, on health in-
formation technology. So, try to get it done quickly, all right?

Mr. LEVINSON. Absolutely, Senator. I am committed to, if at all
possible, making it happen within the next 60 days. Our office is
working with Dr. Brailer’s office in a very cooperative manner to
make sure that we are part of these kinds of solutions, and not bar-
riers.

Senator WYDEN. One last question. I see Senator Baucus has
come back.

Senator BAUCUS. Take your time, Senator. It is all yours.
Senator WYDEN. I thank my friend.
A number of us on the committee—and I am very grateful to my

friend Max Baucus for all his counsel—voted for the prescription
drug bill, and we want to make it work.

We feel passionately about how to make it work. Clearly, we are
in a very difficult area now in terms of getting people signed up.
The summer period is going to be key in terms of next year.

What is your sense at this point about why the costs have gone
up? I am not talking about the partisan wrangle about this amount
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or that amount. I am not interested in that. I am interested in
what is going to make for a bipartisan alliance to preserve this law.

What is your sense about why the costs have gone up so far?
Mr. LEVINSON. Senator, the office looks to understand how the

Federal dollar gets spent when it comes to prescription drugs,
among other subjects. There is a substantial history in the office
of expressing concern about the high cost of prescription drug reim-
bursement in the Medicaid program.

I know that there will be continued work on prescription drugs.
In fact, we have important responsibilities under Part B. I think
that we will be able to furnish useful information to both the Con-
gress and to the Department on prescription drugs going forward.
I am not sure that we have any specific——

Senator WYDEN. But do you think, then, that the history from
Medicaid is relevant here? Because I happen to think it is. The his-
tory of Medicaid is, every time you turn around, the costs of the
program go up, and it is largely due to the cost of medicines. I am
interested in your observations. So you think that may be relevant
here?

Mr. LEVINSON. Well, I am pointing out, in fact, the history of the
office.

Senator WYDEN. Right.
Mr. LEVINSON. OIG work noted that using average wholesale

price in the Medicaid program has driven up costs in a way that
is not really effective for the program. Testimony has been provided
as recently as late last year.

Senator WYDEN. And you are willing to be aggressive in terms
of monitoring those cost issues?

Mr. LEVINSON. Yes.
Senator WYDEN. Good. I think that is very constructive because,

for this program, particularly between now and the end of the year,
this is really going to be the tell-tale time in terms of those of us
who want to make this program work, who voted for it, and frankly
have the welts on our backs to show for it. We want to make this
work.

So, your willingness to monitor aggressively some of the pricing
issues where there is some history relating to Medicaid that may
very well be relevant here as well, I think that is useful.

Mr. Chairman, I thank you.
Senator BAUCUS. Thank you, Senator.
I would just like to say to each of the three of you, do not be con-

fused or pay too much attention to the fact that there are not a lot
of Senators here. Everyone in the Senate, I can assure you, and
certainly on this committee, very much appreciates what you do,
and we are all dependent upon you, as I mentioned earlier.

I just cannot impress upon you how important your job is. It is
so important. You are about the only people who are able to help
assure the integrity of a lot of our statutes, the financial integrity
of a lot of our statutes, because we cannot. We do not have the re-
sources. We do not have the personnel. We do not have the time.

Certainly, the persons that you are inspecting have an interest,
but they do not have the same interest that you have in what you
are doing. There is nobody else but you. You are the only person.
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We rely upon you so, so much. And, more importantly, the Amer-
ican people do. They really do.

I just want you to know that you have our full support. You have
this committee’s full support in anything you do that fulfills your
objective, the mandate as Inspector General, to make sure that the
statutes are followed properly, and so forth.

If you need resources, let us know. Let us know. If you need
changes in the law, let us know. You have got to let us know. I
do not want you to go through your departments, or anything like
that. I want you to draft a letter to us, request a meeting with us.
Maybe we should have a hearing on the subject, or whatnot.

Let us know if you see certain impediments as you try to fulfill
your objectives that we can address in Congress, and potentially
correct. There have got to be some. I do not know what they are,
but they are bound to be there. I just urge you to take a look at
that.

I urge you to task one of the people in your organization to make
a list of certain impediments that we face in our Inspector Gen-
eral’s Office that can potentially be addressed by the Congress, and
let us know what they are. It might be resources. It is almost al-
ways resources. But in addition to resources, there may be some-
thing else, too.

I have not thought this through, and I will talk to the Chairman
about this, but we may want to come back and talk to you at a
hearing, what you are finding, what is going on, and follow-up. Not
to give anybody a hard time, but basically just to help us mutually
do our job. All right?

Mr. LEVINSON. Yes. Good. Thank you, Senator.
Senator BAUCUS. I wish you very, very good luck. All the best.

I expect you will be confirmed very quickly.
Mr. LEVINSON. Thank you very much.
Senator BAUCUS. And thanks again for what you are doing.
Mr. DAMELIN. Thank you.
Mr. WAGNER. Thank you.
Senator BAUCUS. I have one more housekeeping matter here, and

that is to thank everyone for participating. Also, I would like to re-
mind all of you on the panel, and the committee, that the record
will be open for another 2 weeks from today if anyone would like
to submit any further questions or points. You may want to say
something else.

Mr. DAMELIN. No, sir.
Senator BAUCUS. All right.
Mr. LEVINSON. Senator, thank you very much.
Senator BAUCUS. Thank you very much.
The hearing is adjourned.
[Whereupon, at 10:57 a.m., the hearing was concluded.]
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A P P E N D I X

ADDITIONAL MATERIAL SUBMITTED FOR THE RECORD

PREPARED STATEMENT OF HAROLD DAMELIN

Chairman Grassley, Senator Baucus, and Members of the Committee on Finance,
thank you for the opportunity to appear before you today and provide testimony. I
am honored to be the President’s nominee to serve as the Inspector General of the
Department of the Treasury. This is the second time President Bush has nominated
me to serve in the United States Government. Since the Senate confirmed my pre-
vious nomination, I have served as Inspector General of the Small Business Admin-
istration for nearly 2 years.

If you will permit me, I would like to take a moment to introduce the members
of my family. My wife, Harriet, is here with me today. We are also blessed with
two children, Scott and Rachel, their respective spouses, Fara and Rob, and three
beautiful grandchildren, Leah, Rebecca and Max.

By way of background, I was born and raised in the Boston, Massachusetts area,
and attended Boston College, where I majored in accounting, and Boston College
Law School. Shortly after graduating from law school and completing my Army offi-
cers basic training course at Fort Gordon in Georgia, I moved with my family to
the Washington, DC area where I have worked in a number of different positions
over the past 32 years, 18 of which were devoted to government service. Out of law
school, I was recruited into the honors program at the Chief Counsel’s Office of the
Internal Revenue Service, where I worked for approximately 1 year. For the next
13 years of my career, I served as a Federal criminal prosecutor, both with the
Criminal Division of the United States Department of Justice, where I worked in
the Public Integrity and Fraud Sections, and as an Assistant United States Attorney
in the United States Attorney’s Office for the District of Columbia, where I served
as Deputy Chief of the Grand Jury Section. During my tenure as a Federal pros-
ecutor, I handled numerous investigations and prosecutions, many of which were
complex and sensitive.

After leaving the United States Attorney’s Office in 1986, I spent the next 9 years
in private practice as a partner in two different law firms. I specialized in white-
collar criminal defense, representing corporations and individuals in a wide variety
of complex criminal and administrative proceedings. In addition, I counseled clients
with respect to the formation and implementation of compliance programs. In 1995,
I had the honor and privilege of being asked by Senator William Roth of Delaware
to serve as Staff Director and Chief Counsel for the United States Senate Perma-
nent Subcommittee on Investigations. I accepted the position, and, for the next 2
years, I assembled and directed a professional staff responsible for conducting a
number of investigations and holding a series of public hearings on a variety of
issues, including healthcare and procurement fraud.

Following my work with the Senate Permanent Subcommittee, Senator Fred
Thompson of Tennessee asked me to serve as a Senior Counsel to the Senate’s Spe-
cial Investigation Committee, which examined allegations of illegal and improper ac-
tivities surrounding the 1996 Federal election campaigns. While serving in this posi-
tion, I was responsible for overseeing major portions of the Committee’s investiga-
tion, participating in its public hearings, and preparing the Committee’s final re-
port.

Upon completion of my work for the Special Investigation Committee, I returned
once again to private practice for almost 5 years, where I continued to specialize
in white collar criminal defense work until I was nominated by the President, and
confirmed by the Senate in March of 2003, to serve as the Inspector General of the
Small Business Administration.
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I believe the knowledge and experience I have gained over these past 2 years as
the Inspector General of the Small Business Administration has further prepared
me for the new challenges I will surely face at the Department of the Treasury, if
confirmed. At the Small Business Administration I have led a staff of about 100 peo-
ple located throughout the country. During this time I have become familiar, and
dealt directly with, the many issues faced by an Inspector General on a daily basis,
and I believe that I have handled my duties and responsibilities in a highly profes-
sional and competent manner. I have also been pro-active. For example, I developed
an organized effort within my office to identify and prosecute those individuals who
fraudulently obtained SBA disaster loans in connection with the 9/11 tragedy.

I understand that the responsibilities of the position to which I have been nomi-
nated are great. Based on the significant issues facing the Department of the Treas-
ury, it is clear to me that assuming the leadership role of Inspector General will
be a challenging assignment. With my diverse experience, I feel well prepared to
assume the position. If confirmed, I welcome the challenges I will be facing and
pledge to you that I will work hard every day to carry out my responsibilities.

Mr. Chairman, thank you again for allowing me to appear here today, and I would
be happy to answer any questions that you and other members of the Committee
may have.
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PREPARED STATEMENT OF DANIEL R. LEVINSON

Mr. Chairman and members of the Committee, thank you for this opportunity to
appear before you today as the President’s nominee for Inspector General (IG) of the
Department of Health and Human Services (HHS). I am grateful for the President’s
nomination and am mindful of the crucial role that the Finance Committee plays
in a wide array of matters concerning HHS, including its Office of Inspector General
(OIG). I also want to thank members of the Committee’s staff who gave of their time
generously in preparation for this hearing.

This Office of Inspector General is charged with protecting the integrity of HHS
programs, as well as the health and welfare of beneficiaries of those programs. As
in other agencies, the IG serves pursuant to the Inspector General Act of 1978 as
chief audit and law enforcement executive, with dual reporting roles to the Depart-
ment and to the Congress. An IG is charged with providing the Secretary and pro-
gram managers objective and independent findings and recommendations to im-
prove program efficiency and effectiveness, and to undertake investigations to iden-
tify and hold accountable those who defraud our programs and beneficiaries.

The IG must carry out a wide variety of tasks in the effective administration of
many key government management laws, among them the Federal Information Se-
curity Act, the Chief Financial Officers Act of 1990, the Single Audit Act, and the
Government Performance and Results Act, as well as OMB circulars and directives.
The IG, through Hotlines and other integrity awareness efforts, also assists in the
fulfillment of the important public policy goals embodied in the Ethics in Govern-
ment Act, the Whistleblower Protection Act, and other similar laws, rules, and poli-
cies.

These are roles with which I am familiar, as it has been my privilege and honor
to serve as the Inspector General of the General Services Administration for the
past 31⁄2 years. The multidisciplinary nature of IG activities always presents a chal-
lenge to integrate effectively a variety of internal tasks for the benefit of both inter-
nal and external uses. The size and scope of HHS, however, makes managerial de-
mands of the highest order. I, therefore, am aware of the differences, as well as of
the similarities, of the positions that I am leaving and for which I am being consid-
ered.

Indeed, I am cognizant that the HHS OIG is in some respects truly different from
its peer organizations. Not only is it the largest office of its kind in the Federal Gov-
ernment, but its duties and responsibilities are unusually broad, encompassing sig-
nificant regulatory and enforcement powers not typically available to OIGs else-
where. I pledge that, if confirmed, I will devote my efforts and energies toward en-
suring that the office exercises all the authorities given it by the Congress.

An important demonstration of the unique features of the HHS OIG is apparent
in its role in the Medicare Modernization Act (MMA) of 2003. In making the most
significant changes to Medicare in its 40-year history, the MMA, which goes fully
into effect next January, both modifies the prices of drugs currently paid by the
Medicare program and creates a new voluntary drug benefit for the program’s 41
million beneficiaries.

As recent OIG semiannual reports indicate, within the Medicare and Medicaid
programs, which are the exclusive focus of approximately 80 percent of OIG activity,
prescription drugs are especially vulnerable to fraud, waste, and abuse. It is there-

VerDate 11-MAY-2000 17:39 Jul 26, 2005 Jkt 095484 PO 00000 Frm 00033 Fmt 6601 Sfmt 6621 20933.000 SFINANC2 PsN: SFINANC2



30

fore essential that the Centers for Medicare & Medicaid Services (CMS) build a
sound infrastructure for program implementation, with strong internal controls,
adequate data collection to enable proper oversight, and sound financial manage-
ment systems. The OIG will have a parallel responsibility to conduct audits, inves-
tigations, and evaluations that help ensure that resources are in place and that
MMA implementation is on track and being accomplished in an efficient and effec-
tive manner.

To fulfill the specific responsibilities mandated by Congress to the OIG in the area
of pharmaceuticals, work is underway to monitor market prices and trends of Medi-
care-covered drugs, audit drug manufacturers’ prices, establish a safe harbor related
to the electronic transmission of drug prescriptions, assess the effects of Medicare
payment rates on the availability of hematology and oncology drugs, and study
prices of drugs included in the end stage renal disease composite rate.

In addition to providing new responsibilities under MMA in the prescription drug
area, the Congress also directed the OIG to review payment methods for training
residents in nonhospital settings, and to assess notices to beneficiaries relating to
hospital lifetime reserve days. The OIG already has met the statutory deadlines for
this work and is planning additional projects as part of its commitment to prudent
oversight of the new law.

In order to meet both the preexisting and new responsibilities faced by the OIG
today, this office will require an extraordinary level of collaboration and partnership
internally, with a sufficient level of resources dedicated to an unusually diverse col-
lection of disciplines. The HHS OIG now employs over 1,400 public servants who
bring to the mission an impressive expanse of experience and expertise in criminal
investigations, audit and accounting, inspections and evaluations, management
analysis, law, and staff support.

To maximize the reach of the OIG in its mission to protect HHS program integ-
rity, steps should be taken not only to ensure that human capital is deployed in the
most efficacious manner possible, but that sufficient resources are available for new,
as well as continuing responsibilities. I will, if confirmed, work with the OIG senior
management team to make these determinations and share our progress and con-
cerns with you.

For most of the past 20 years, I have worked to promote internal integration of
resources so as to improve government effectiveness. In my capacities as inspector
general, general counsel, chief of staff, head of agency, and consultant to agencies
and the Public Administration Academy, I have sought to find and implement poli-
cies that marshal a public organization’s internal strengths and to do so, when fea-
sible, across disciplinary lines. This is especially useful in light of the complex na-
ture of IG responsibilities. As fraud examiners, for example, we are instructed to
appreciate the interrelationship among discrete but related disciplines, including
criminology, investigations, financial transactions, law and ethics, and to employ
this knowledge holistically. I will endeavor, if confirmed, to apply these strategies
to the HHS OIG.

My previous work in central management and public safety agencies also has sen-
sitized me to the crucial personal investments that must be made by the office lead-
ership in building effective bridges to other parties whose oversight or enforcement
powers touch, or perhaps overlap, with one’s own.

Indeed, in view of the enlarged and complex mission of this OIG, effective internal
integration and collaboration only set the stage for the critical partnerships that
need to be maintained between the office and external parties. In OIG’s role as a
health care law enforcement leader, it is critically important for the OIG and CMS
to have a mutual understanding of their complementary roles in effectuating pro-
gram integrity. Along similar lines, it is important that the OIG relate to other
major components of the Department, such as the National Institutes of Health, the
Food and Drug Administration, and the other public health agencies, in a manner
that reflects an appreciation for the respective roles of each office in ensuring that
the public interest in honest and effective government is promoted. If confirmed, I
will devote my attention and energies to these important goals.

Successful partnerships also must be maintained beyond the Department. Con-
gress has enacted a range of authorities empowering the OIG and the Department
of Justice (DOJ) to pursue those who would undermine the beneficial purposes of
our Nation’s health and welfare laws through fraud or other unlawful means. Those
authorities, which include the False Claims Act, particularly its qui tam provisions,
the anti-kickback statute, the Civil Monetary Penalties Law, EMTALA, and pro-
gram exclusions, typically depend on effective coordination between the OIG and
DOJ, including its Civil and Criminal Divisions, the Marshals Service, and offices
of the United States Attorneys nationwide. Through joint participation in the
Health Care Fraud and Abuse Control Program, created in 1996 as an important
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part of the Health Insurance Portability and Accountability Act, the OIG and DOJ
together ensure that the Federal Government will effectively prosecute health care
fraud and obtain appropriate judgments, settlements, and administrative imposi-
tions.

In a parallel manner, the OIG must work effectively with its partners at the State
level, principally through the various State Medicaid Fraud Control Units, which in-
vestigate and prosecute providers charged with defrauding the Medicaid program or
abusing or neglecting patients. As Medicaid has become, in terms of Federal and
State outlays, larger than Medicare, it is imperative for the OIG to devote increas-
ing attention to this program. One way this is being accomplished, as indicated in
OIG’s most recent semiannual reports, is to work with State auditors to conduct
joint audits of Medicaid so as to help ensure more effective use of scarce audit re-
sources in both Federal and State audit sectors.

The OIG also must maintain effective relations with the Congress and the Gov-
ernment Accountability Office (GAO). It is of vital importance for IGs to deliver
timely and accurate information to the Congress so it can fulfill its oversight role.
And in order to respect the relevant jurisdictions of the two entities, enhance coordi-
nation between them, and avoid duplicative work, it is important for the IG and
GAO to share the focus and the timetable of their work plans. I remain committed
to these objectives as important foundations for effective IG operations.

In view of the enormous investment that the Nation’s taxpayers make in our
health and welfare laws, it also is important that the OIG find effective means to
maximize opportunities and incentives for the health care industry to adopt preven-
tive policies, engage in preventive practices, and assist Government authorities in
uncovering instances of fraud, waste, and abuse.

Among its outreach tools, the OIG has issued advisory opinions, special fraud
alerts, special advisory bulletins, and industry specific compliance program guid-
ance, all directed toward promoting the highest level of ethical and lawful conduct
by the health care industry. The OIG also has established a set of guidelines for
voluntary self disclosure, known as the Provider Self Disclosure Protocol, giving pro-
viders and suppliers a process for structuring a disclosure of conduct that appears
to constitute a potential violation of Federal laws. Through these and other potential
avenues, I will, if confirmed, seek to build on successful strategies that make the
industry, in many instances, a first line of defense in the protection against Federal
health care fraud, waste, and abuse.

The challenges involved in this position are great. For any Inspector General, they
probably could not be greater. But the opportunities to make a positive difference
in the lives of millions of Americans, especially those who are most needy and vul-
nerable, are also great. While I trace my career interests in the disciplines encom-
passed by Inspector General positions to my father, a lawyer and a CPA with a dis-
tinguished career as a financial executive, it is the rest of the members of my fam-
ily, my mother and my siblings, who together combine over a century of service and
scholarship to health and human services, that contribute so greatly in forming my
personal commitment to make the HHS OIG as successful in its mission as possible.

Thank you for this opportunity to appear before you today, and I am pleased to
respond to your questions.
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RESPONSES TO QUESTIONS FROM SENATOR GRASSLEY

MEDICARE MODERNIZATION ACT

Question: For Fiscal Year 2005, Congress appropriated $25 million to the HHS Of-
fice of Inspector General to fight fraud, waste and abuse associated with the imple-
mentation of the Medicare Modernization Act of 2003.

Please explain how these funds will be used in order to assure the Committee and
the American taxpayers that the MMA will be implemented economically, efficiently
and effectively.

Answer: Acknowledging the increased workload of the OIG as a result of the en-
actment of the Medicare Modernization Act (MMA), the Congress authorized an ad-
ditional $25 million for the Office of Inspector General (OIG) in fiscal year 2005 to
conduct MMA-related work. The President’s budget has requested that the OIG be
authorized to spend the $25 million in both 2005 and 2006. Such a change would
greatly assist in the management of financial resources. Assuming the OIG has both
2005 and 2006 to spend these new resources, it will be used in the following man-
ner:

• Enhanced resources will enable the OIG to recruit the necessary personnel to
assist in the newly mandated audits and inspections, as well as all new inves-
tigative work as a result of fraud uncovered in the new Medicare drug benefit
program.

• Thus far, OIG has initiated 19 inspections and audits related to the MMA provi-
sions, with three completed and 16 ongoing. As this work is completed, it is
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likely that findings will generate new work related to the MMA. Closely moni-
toring Part B drug prices will continue in the future.

• The OIG has developed a plan for ‘‘prudent oversight’’ of the Part D benefit.
Later this year OIG will initiate some Part D early implementation reviews
that will address beneficiary protection and access issues as well as controls
over the bidding and application process for drug plan sponsors. In 2006, OIG
has planned work to address Part D payments to plan sponsors (including risk
corridor adjustments), employer subsidies, beneficiary protection, drug access
issues, and the coordination of benefits and programs, particularly Medicaid.

• Part of the resources will be spent on the investigative side, as staff expects
that workload to increase as the new Part D benefit takes effect. The OIG cur-
rently spends approximately 5 percent of total investigative effort on pharma-
ceutical-related cases even though the Part D benefit has yet to take effect.

• As a result of MMA requirements, the OIG will be engaged in drafting safe har-
bor regulations in four areas, as well as providing technical assistance to CMS
and other agencies on an ongoing basis.

• Where appropriate, the OIG will contract with outside parties, when it is cost
effective to do so, and there is no conflict with the inherently governmental na-
ture of our overall mission. The office contracts tasks requiring specialized pro-
fessional services, such as medical reviews and expert witnesses/consultants.

FALSE CLAIMS ACT

Question: The False Claims Act is a vital piece of legislation in investigating and
prosecuting cases against providers who are defrauding the Medicare and Medicaid
programs.

Will you aggressively pursue and investigate such cases? Will you actively cooper-
ate with the Department of Justice in prosecuting providers who are defrauding en-
titlement programs within the jurisdiction of HHS?

Answer: I believe the OIG must aggressively use its law enforcement authorities
to target those who defraud and abuse our programs and beneficiaries. The False
Claims Act and whistleblowers are important resources in the fight against fraud
and abuse in Federal programs. The False Claims Act, particularly its qui tam pro-
visions, is an essential tool in the Government’s fight against health care fraud.
Many of the most significant cases of fraud against the Medicare and Medicaid pro-
grams have been brought to light thanks to False Claims Act whistleblowers. Over
the past 5 years, OIG qui tam investigations have resulted in 342 settlements, 144
criminal convictions, over $5 billion in HHS monetary receivables, and the execution
of several hundred integrity agreements to ensure future compliance with Federal
health care program requirements by those parties who have settled their False
Claims Act liability with the Government.

HEALTH CARE FRAUD CONTROL PARTNERS

Question: The Health Insurance Portability and Accountability Act (HIPAA) of
1996 established a national program to coordinate Federal, State, and local law en-
forcement efforts to prevent, detect, and prosecute health care fraud and abuse in
the public and private sectors. HIPAA also established the Health Care Fraud and
Abuse Control Program fund (HCFAC) to provide funding to the Department of
Health and Human Services (HIS) and the Department of Justice (DOJ) for these
efforts. However, other priorities may be diluting Federal efforts to prevent, detect,
and prosecute health care fraud and abuse. In October 2003, in response to our re-
quest for information, the DOJ notified the Senate Committee on Finance that since
the terrorist attacks of September 11, 2001, the Federal Bureau of Investigation
(FBI) had shifted some resources away from activities to address health care fraud
in order to support the counterterrorism priority. As a result, we have asked GAO
to review FBI’s internal controls in place to maintain accountability over HIPAA
funding and the extent to which FBI expended those funds on health care fraud in-
vestigations.

To what degree has the DOJ—and especially the FBI—been an active and effec-
tive partner in working with the HHS-OIG to prevent, detect, and prosecute health
care fraud and abuse?

Answer: I believe that DOJ, including the FBI, has been an active and effective
partner in working with the HHS-OIG to prevent, detect, and prosecute health care
fraud and abuse. The OIG has had numerous investigative cases that are worked
jointly by the two offices as well as by other representatives in the law enforcement
community. The OIG has found these to be productive as well as effective mecha-
nisms to utilize scarce resources.
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Question: What actions do you plan to take to strengthen the partnership with
DOJ?

Answer: I believe that the OIG’s partnership with DOJ is effective at the senior
staff level. Senior staff from the OIG, DOJ, and CMS meet regularly to discuss
issues related to fraud, waste, and abuse and to discuss coordination of resources.
I want to strengthen these relationships by actively engaging my counterparts at
DOJ. If confirmed, I look forward to quickly establishing open lines of communica-
tion with DOJ to address issues of mutual concern, including resource issues.

Question: If the OIG had additional funds to address health care fraud and abuse,
what activities would be most critical to augment or implement?

Answer: It is critical that the OIG devote adequate resources to monitoring the
implementation of the MMA and that it undertakes appropriate investigative and
enforcement activities to ensure that individuals and entities do not defraud the
new benefit or its beneficiaries. Any additional resources would be used to strength-
en the OIG investigative, enforcement, auditing, and evaluation resources to accom-
plish this. As discussed earlier, OIG has developed a comprehensive plan for ‘‘pru-
dent oversight’’ of the Part D benefit. It is vital to structure and implement the pro-
gram in a manner that reduces its vulnerability to fraud, waste and abuse.

At the same time, it is necessary to continue OIG’s vigilance in all areas of the
Department’s programs. The annual Work Plan articulates a wide range of projects
that merit attention and resources.

MEDICARE FEE-FOR-SERVICE ERROR RATE

Question: In the recently issued FY 2004 Improper Medicare Fee-For-Service Pay-
ment Report, CMS reported that an estimated $20 billion were overpaid by the
Medicare fee-for-service program. This figure was relatively unchanged from FY
2003 and did not achieve the FY 2004 goal. CMS proposes to reduce the rate of im-
proper payments through contractor and provider education programs.

Given the OIG’s historical role in estimating Medicare fee-for-service improper
payments and its current role in providing oversight, can you comment on CMS’s
proposed corrective actions and do you have additional recommendations for reduc-
ing improper payments?

Answer: In FY 2002, the last year that OIG developed and reported the annual
Medicare fee-for-service paid claims error rate, it reported an error rate of 6.3 per-
cent. In FY 2003, when CMS assumed responsibility for error rate development, it
reported an adjusted error rate of 5.8 percent ($11.6 billion) and an unadjusted rate
of 9.8 percent ($19.6 billion) for the fiscal year.

The unadjusted rate reflected an unusually high rate of nonresponse by providers
(non-response to requests for medical records). This accounted for 54.7 percent of
the 2003 error rate. CMS believed this was due to the impact of the HIPAA privacy
rules that recently went into effect, as well as the fact that the record requests were
made by an unfamiliar entity (the new contractor conducting the review). CMS ad-
justed the nonresponse rate to reflect OIG’s 7 years of experience with non-
responsiveness.

In FY 2004, CMS reported in its financial statements an error rate, without ad-
justments, at 9.3 percent ($19.8 billion). Although providers’ nonresponse rate was
substantially reduced (to 29.7 percent of the errors in the sample), the rate of ‘‘insuf-
ficient documentation’’ (providers failing to submit any additional requested mate-
rial) increased substantially. Combined, the nonresponse rate and the rate of insuffi-
cient documentation totaled 72 percent of the overall error rate in FY 2004. Two
separate reports issued by OIG demonstrate CMS has made improvements in ob-
taining medical records. Also worth noting is that CMS’s FY 2004 Medicare fee-for-
service error rate was in substantial compliance with the Improper Payments Infor-
mation Act, which requires agencies to follow a number of methodological require-
ments when calculating error rates and improper payment estimates.

In terms of reducing the error rate, there is no magic bullet that is going to allow
CMS to always make correct payments. CMS and its contractors will need to con-
tinue to focus on making further improvements in payment accuracy, in conjunction
with those in the law enforcement community. OIG’s past results have shown the
efficacy of its Medicare work. The OIG looks forward to working with its partners
to ensure that Medicare expenditures are only made to legitimate providers, for le-
gitimate services to eligible beneficiaries.

FRAUD AND ABUSE IN DURABLE MEDICAL EQUIPMENT

Question: Both GAO and the OIG have reported on the high rates paid by Medi-
care for power wheelchairs, relative to other payers, and on improper and poten-
tially fraudulent Medicare power wheelchair payments. In response, CMS is in the
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process of establishing new billing codes and new payment scales for power wheel-
chairs. The agency also initiated several other activities in an effort to combat fraud
and abuse related to Medicare power wheelchair billing.

In light of these efforts, what further activities might be taken to address this
issue and what other items, if any, are also current targets of fraud and abuse?

Answer: An OIG April 2004 report on wheelchairs made a number of rec-
ommendations for administrative actions that could be taken by CMS. Specifically,
it was recommended that CMS require DMERCs to conduct frequent reviews of the
K0011 procedure code to ensure appropriate payments; educate ordering providers
about Medicare’s coverage criteria for different types of assistive devices, including
power wheelchairs, manual wheelchairs, and scooters; and educate Medicare bene-
ficiaries about coverage criteria for wheelchairs and scooters. Additionally, based on
work associated with Medicare pricing of wheelchairs, Medicare payments appear
excessive.

The OIG constantly monitors the medical equipment and supplies area to identify
other items for review. In addition, once the new MMA requirement for competitive
bidding becomes effective, implementation will be reviewed.

MEDICAID

Question: Medicaid’s EPSDT (Early Periodic Screening Diagnosis and Treatment)
provisions contain outreach requirements, meaning that each State must seek out
eligible children and their families, inform them of the benefits of prevention and
the health services and assistance available, and help them use health services.

EPSDT also requires States to do more than merely offer to cover services. States
are obligated to actively arrange for treatment, either by providing the service them-
selves or through referral to appropriate agencies, organizations or individuals.

Given the President’s push to expand health care coverage for low-income children
through the ‘‘Cover the Kids’’ outreach effort, how would you rate the importance
of children’s access to screening and treatment, and given its priority, how will you
approach this issue?

Answer: Children’s access to screening and treatment is very important. The OIG
has a long history of doing work on this topic, going back to the first days of the
SCHIP (State Children’s Health Insurance Program), when States’ initiatives to
streamline eligibility applications and determinations were examined. OIG also did
groundbreaking work on Head Start’s performance in ensuring that enrollees of this
program received mandated screening and health insurance coverage for children
receiving child support.

More recently, OIG completed two congressionally mandated studies on SCHIP—
one to determine if the proper distinctions were being made between Medicaid eligi-
ble children and SCHIP, and the other to determine the methods States are using
to measure their success in reducing the number of uninsured children through
their enrollment in SCHIP. The Office is required to repeat these studies every 3
years. Also, OIG just started a study to determine the means by which States pro-
tect their SCHIP programs from fraud and waste, and has also begun a study of
Medicaid fraud and waste related to dental services, primarily related to children.
(This is also one of the top priorities of State Medicaid Fraud Control Units.)

The OIG is now wrapping up a series of reports in selected States that assessed
what Medicaid services were utilized by children enrolled in foster care. Much of
the emphasis on these reports is on health screening and follow-up services man-
dated by EPSDT. Finally, it is now beginning to plan future work in this area and
is considering more work in the fields of Head Start and community health centers.
The expansion of the latter is one of the President’s initiatives. The OIG will con-
tinue its dual approach—safeguarding the money available for these services by en-
suring their proper management of SCHIP and Medicaid and examining the effec-
tiveness in State efforts to enroll children in these programs.

This approach is compatible with the President’s new ‘‘Cover the Kids’’ initiative
to provide $1 billion over the next 2 years (2006–2007) to facilitate the enrollment
of children in Medicaid and SCHIP.

POWER WHEELCHAIRS

Question: CMS recently announced its draft National Coverage Determination
(NCD) for mobility assistance equipment. I am concerned that CMS’ current inter-
pretation of the ‘‘in the home’’ requirement may act as an inappropriate restriction
in meeting the real-life mobility needs of Medicare beneficiaries with physical dis-
abilities and mobility impairments. The draft NCD states that ‘‘an NCD would not
be the appropriate mechanism to change [the ‘in the home’] rule.’’
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In order to ensure that the ‘‘in the home’’ requirement does not act as a barrier
to the community for Medicare beneficiaries with disabilities and mobility impair-
ments, I ask that you address this requirement through the regulatory process.

Additionally, I ask that if your agency concludes that the ‘‘in the home’’ require-
ment cannot be addressed through the regulatory process, that you respond with
such information as quickly as possible, so that Congress may begin considering leg-
islative alternatives.’’

Answer: Because the OIG is precluded from assuming program operating respon-
sibilities, the OIG does not have the authority to promulgate regulations affecting
the ‘‘in the home’’ requirement. Further, the Department will have to determine
whether the requirement can be modified by regulation or whether any modification
would require a statutory change.

Question: What are your goals and priorities as Inspector General of HHS?
Answer: Part of my enthusiasm for the Inspector General (IG) position at HHS

is to associate with an organization that has built a solid reputation as a leader in
the IG community. The opportunities at the HHS OIG to make a positive difference
in the lives of millions of Americans, especially those who are most needy and vul-
nerable, are great.

My goals and priorities include filling immediate senior management vacancies,
and working to ensure my managers have the available tools and support they need
to do first class work. I plan to visit agency regional offices to become immediately
acquainted with all of the organization and learn from the field, their operations
and staff. In addition, I’d like to implement management protocols that enable peo-
ple to feel empowered in their specific job assignments. As noted by Professor Paul
Light, good management includes alertness, adaptability, agility and proper align-
ment. These organizational characteristics can be incorporated through improve-
ments in present systems, as well as regular dialogue with managers, their staff
and all external partners.

If confirmed, my goals as Inspector General will be to build on the longstanding
success that the OIG at HHS has attained. That is, to effectively and efficiently ful-
fill the statutory mission of the office to eliminate fraud, waste, and abuse in the
Department’s programs and to promote the economy and efficiency of those oper-
ations. Because of the vital role that human services programs play, it is crucial
that the OIG provide objective, accurate, and timely analysis on how those programs
are working. My goal is to effectively work with partners in the law enforcement
community, the Department and the Congress to attain this goal. I will endeavor
to do so while upholding the vital tradition of independence that the statute affords
Inspectors General.

Question: What challenges do you believe confront the office?
Answer: There are some management issues that need to be addressed, including

filling a number of senior management positions that are currently staffed by indi-
viduals in an acting capacity. I think more than anything, the office needs stable
and focused leadership, which can have the beneficial effect of energizing staff to
build on its existing record of accomplishments.

The most pressing challenge that confronts the OIG is monitoring the implemen-
tation of the MMA. In making the most significant changes to Medicare in its 40-
year history, the MMA both modifies the prices of drugs currently paid by the Medi-
care program and creates a new voluntary drug benefit for the program’s 41 million
beneficiaries. It is, therefore essential that a sound infrastructure be built for pro-
gram implementation, with strong internal controls, adequate data collection, proper
oversight, and sound financial management systems. Aggressive monitoring to pro-
vide feedback on program operations is essential.

Question: What oversight challenges does the MMA present to your office?
Answer: The workload of the OIG was increased significantly by MMA, creating

substantial new oversight responsibilities. There are a number of provisions that di-
rect specific work to be conducted by the OIG. These are in addition to existing over-
sight responsibilities to Medicare, Medicaid and the numerous other HHS programs.
The OIG has already devoted significant resources to MMA. To date, 16 reviews are
ongoing, and three MMA-related reviews are completed:

• Medicare Reimbursement for ESRD Drugs. In 2003, the four largest dialysis
providers paid between 12 and 68 percent less than the Medicare reimburse-
ment amount for the 10 drugs reviewed.

• Alternative Medicare Payment Methodologies for the Costs of Training Medical
Residents in Non-Hospital Settings. This report describes five alternative pay-
ment methods and the positive and negative aspects of each option.

• Medicare Lifetime Reserve Days. Eighty-six percent of hospitals provided writ-
ten and/or verbal notification of lifetime reserve days to beneficiaries who have
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or will use 90 days of benefits. Providing a second notice when 5 remaining days
are left may not be appropriate or feasible.

In addition, the OIG published civil monetary penalties associated with the Medi-
care-approved drug discount card that were provided by the statute. The OIG is also
investigating fraud and abuse on an ongoing basis. In one example, the OIG Hotline
aided investigators in the identification of a scheme to defraud beneficiaries who
have the interim drug card. The OIG is currently monitoring Part B drug prices.

The OIG has undertaken an extensive strategic planning effort to identify areas
of potential program vulnerability and to plan monitoring strategy. The office has
developed a plan for ‘‘prudent oversight’’ of the Part D benefit. Later this year, it
will initiate some Part D early implementation reviews that will address beneficiary
protection and access issues as well as controls over the bidding and application
process for drug plan sponsors. In 2006, the OIG will continue to monitor Part B
drug prices. It also has planned work to address Part D payments to plan sponsors
(including risk corridor adjustments), employer subsidies, beneficiary protection,
drug access issues, and the coordination of benefits and programs, particularly Med-
icaid.

The OIG will continue to investigate fraud and abuse of this program. It will also
continue to provide advice and assistance to CMS, other offices within HHS, other
government agencies, and the health care industry.

Question: Do you believe that you have the resources at your disposal to effec-
tively discharge your responsibilities?

Answer: The Health Care Fraud and Abuse Control (HCFAC) Program under
HIPAA provided regular increases to OIG and others over a period of 7 years and
is now capped at 2003 levels. This represents about 80 percent of OIG funding. The
OIG received approximately $40 million through the annual appropriations process,
which funds our discretionary activities. Since HCFAC funding has remained flat,
the OIG faces challenges in how best to maintain enforcement and oversight respon-
sibilities. That flat funding level has naturally resulted in an attrition of staff.

It is unfortunate timing that the cap on HCFAC funding comes when Medicare
is expanding and changing under MMA. The MMA created substantial new over-
sight responsibilities and contains a number of provisions that direct specific work
to be conducted by the OIG. Acknowledging these difficulties, the Congress author-
ized an additional $25 million for OIG in fiscal year 2005 to conduct MMA-related
work. This will greatly assist in continuing to fund activities for this year. However,
given the uncertainty of funding levels for years beyond 2005, hiring staff for the
long term is problematic. The President’s budget has requested that the OIG be au-
thorized to spend the $25 million in both 2005 and 2006. Such a change would
greatly assist in the management of financial resources. Even with these changes,
however, it will be a challenge to utilize declining resources to efficiently and effec-
tively protect expanding HHS programs.

RESPONSES TO QUESTIONS FROM SENATOR BAUCUS

LEGAL BARRIERS TO HEALTH IT ADOPTION—STARK AND ANTI-KICKBACK

Objective: To highlight some of the potential legal impediments to adoption of
health information technology.

Background: During the course of our recent work on health information tech-
nology (IT), we have heard from doctors, hospitals, lobbyists, and policy experts that
the Stark and anti-kickback laws and regulations present legal barriers to moving
forward with health IT. These provisions were intended to prevent unethical finan-
cial arrangements between hospitals and physicians. However, the way that they
have been interpreted by the Office of the Inspector General, they inhibit hospitals
from helping the physicians on their staffs or those who admit patients to acquire
and use health information technology. For example, the most recent Stark II regu-
lations allow an exemption for hospital investment in ‘‘community-wide information
networks,’’ but because there is no clear definition of these networks, hospitals err
on the side of caution and have not taken advantage of this exception.

Hospitals in Montana tell us that the use of health IT is especially important in
rural areas for communication and coordination of care. They, along with Federal
agencies such as MedPAC, the Institute of Medicine, and the Office of the National
Coordinator for Health Information Technology (ONCHIT, Dr. Brailer’s office), have
identified a need for reform of these regulations to ease the legal barriers to health
IT adoption.

CMS recently released proposed regulations on e-prescribing that mirror the
Medicare Modernization Act in requiring the Secretary to promulgate regulations
regarding legal bathers to adoption of e-prescribing technology. The proposed e-pre-
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scribing regulation states that CMS ‘‘will propose the new Stark exception for e-pre-
scribing in a separate rulemaking to be published in the near future’’ and the new
safe harbor language will come from the OIG. Mark McClellan has also said that
CMS will be developing a plan to address the legal barriers to other forms of health
IT. Neither the e-prescribing exception nor a clarification of legal barriers to adop-
tion of other forms of health IT has been issued yet. While the Stark and anti-kick-
back laws and regulations are important tools in fighting fraud, waste and abuse,
they should not be interpreted so restrictively that they impede progress in the
adoption of health IT. The anti-fraud provisions have an exceptions process that al-
lows for arrangements that are designed to meet legitimate and non-fraudulent pur-
poses. Moving forward with health IT adoption is just such a purpose.

Question: Mr. Levinson, I share an interest in health information technology with
Senator Grassley and many of my colleagues. In rural areas especially, health IT
is essential for good communication and coordination of care. However, there are
many barriers to the adoption of health IT. Some of these are legal barriers posed
by the OIG’s interpretation of Stark and anti-kickback laws. The regulations imple-
menting the MMA and e-prescribing provisions state that the OIG will release safe
harbor language to create a specific exception to Stark and anti-kickback laws for
e-prescribing technologies—when does your office plan to release this language? Do
you believe that Stark and anti-kickback laws present a barrier to adopting forms
of health IT other than e-prescribing? What aspects of this barrier can be addressed
through administrative action, and what aspects will require a legislative fix?

Answer: The adoption of health information technology holds tremendous promise
for improving the quality of care for patients and promoting greater efficiencies in
the health care delivery system. Unfortunately, arrangements involving this tech-
nology may also present opportunities for those intent on abusing the system. The
OIG’s goal in crafting safe harbor regulations is to ensure that beneficial arrange-
ments are not chilled, while ensuring sufficient safeguards so that unscrupulous
parties cannot subject our Federal health care programs or beneficiaries to fraud
and abuse.

With respect to the MMA-directed prescribing exception and safe harbor, OIG is
drafting the safe harbor regulation under the anti-kickback statute. The authority
for interpreting the Stark statute and drafting regulatory exceptions under the stat-
ute is delegated to CMS. The Office is coordinating with CMS to ensure that the
anti-kickback statute safe harbor and the Stark law exception are as consistent as
possible given the underlying differences in the two statutory provisions. As re-
quired by section 101 of the MMA, OIG will also consult with the Department of
Justice, which has criminal jurisdiction over the anti-kickback statute.

The OIG expects to submit a draft notice of proposed rulemaking (NPRM) to the
Secretary by the end of March 2005. Once it is reviewed and approved by the Sec-
retary, the NPRM will require clearance at OMB before being published in the Fed-
eral Register for public comment. As part of the NPRM, it plans to solicit public
comment about extending safe harbor protection for technologies other than elec-
tronic prescribing. This will enable the OIG to make an informed determination as
to whether broader safe harbor protection is needed and appropriate.

Finally, the OIG appreciates the importance of ensuring patient access to quality
care in rural areas. Through the advisory opinion process, OIG has approved a num-
ber of arrangements that promote access to health care for rural and other under-
served populations, including several arrangements involving telehealth. It also has
promulgated safe harbors under the anti-kickback statute for rural area invest-
ments, rural area recruiting of health care practitioners, and malpractice insurance
subsidies for obstetricians practicing in rural areas. The OIG is committed to ensur-
ing that rural patients receive high quality, medically necessary care.

IMPROPER MEDICARE PAYMENTS

Background: A September 2004 audit by the OIG found that Medicare made
$187,458 in improper payments to skilled nursing facilities in Montana between
1997 and 2001. Despite a recommendation by the OIG to attempt recovery of the
improper payments, CMS did not go after the money. In fact, CMS issued a direc-
tive to its Medicare contractors throughout the country not to seek recovery of mon-
ies improperly paid as a result of the data matching insufficiency like the one in
Montana. This problem exists in all States to varying degrees, so the full magnitude
of the problem is quite large.

In a year when money is very tight and we are looking at significant budget cuts,
we should stop whatever unnecessary spending we can. Instances like this, where
a failure of two computer systems to communicate resulted in improper payments,
represent low-hanging fruit to curtail wasteful spending.
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Question: How do you think the Office of the Inspector General, under your lead-
ership, can better identify and address the problem of improper payments to help
us make the most of Medicare dollars?

Answer: The Office of Inspector General plays a crucial role in the identification
of improper payments within the Medicare program. The OIG audits and evalua-
tions identify erroneous payments and recommend recovery of these payments. OIG
investigations identify individuals and entities that have defrauded our programs
and result in restitution. Equally important, OIG reviews identify systemic program
vulnerabilities and make recommendations for improvement. The situation (where
computer systems are inadequate to identify an ineligible beneficiary) you cited in
your question is a good example. It is necessary to make programmatic and system
changes to prevent improper payments from being made in the first place.

One way the OIG can maximize its effectiveness, especially in times of shrinking
resources, is to work jointly with the many companion agencies who also strive to
combat health care fraud and abuse. Foremost among them are the Department of
Justice and the FBI. At the State level, OIG works with State auditors and with
Medicaid Fraud Control Units. At the local level, OIG joins health care fraud task
forces that include all of these organizations. The OIG collaborates with CMS, with
GAO, with the Congress, and importantly, with industry itself to prevent improper
payments. The OIG issues authoritative opinions, fraud alerts, and compliance guid-
ance, all of which serve to assist providers in following applicable rules. This col-
laboration, across Federal, State, and local governments and the private sector, is
the very core of the HCFAC program.

Question: How might improved information technology systems not only help iden-
tify but also help prevent improper payments?

Answer: The use of information technology and its impact on our lives has been
nothing short of phenomenal. Through improved information technology, OIG has
seen an increase in the automation of claims processing functions, including some
medical review functions. This process is already in place at some Medicare contrac-
tors. Automation of these functions can improve consistency and accuracy as well
as being both efficient and economical. However, OIG work indicates that the Medi-
care payment error is more a function of data input rather than data processing.
For the 7 years that the OIG produced the Medicare fee-for-service error rate, the
overwhelming majority (over 95 percent) of the improper payments identified were
detected through medical reviews. When these claims were submitted for payment
to the Medicare contractors, the claim contained no visible errors. It was only after
medical review that errors were detected. The checks and edits in the Medicare con-
tractors’ claims processing systems were generally operating as intended. Very sel-
dom did OIG find ‘‘processing’’ errors in which the Medicare contractors were re-
sponsible.

Question: Do you have any specific recommendations for actions Congress can
take that will enhance the capacity of the Medicare and Medicaid programs to avoid
improper payments?

Answer: The OIG’s audit and evaluation work frequently makes recommendations
for administrative or legislative action that will improve program operations and re-
duce vulnerabilities to fraud, waste, and abuse. The OIG issues its recommendations
in its publicly available reports, and tracks the unimplemented recommendations in
the Red Book and Orange Book, which are published annually. The Red Book con-
tains all of OIG’s unimplemented recommendations that result in cost savings. The
Orange Book lists all unimplemented non-monetary recommendations. Both of these
reports can be found on the OIG’s website.

MEDICARE ADMINISTRATIVE APPEALS

Background: The OIG recommended that a separate process for Medicare ad-
ministrative appeals be created within HHS over 5 years ago. Congress mandated
such a transfer in the Medicare Modernization Act. HHS and SSA are currently
working on effectuating the transfer. Unfortunately, the GAO reported that the
level of planning may not be sufficient to guarantee a complete and timely transfer.
We are also growing concerned about whether the process HHS plans to establish
will comply with Congress’ wishes. Given all that is at stake with the appeals proc-
ess and the increased demand it will face from prescription drug benefit appeals,
I wonder if the OIG has plans to renew its interest in this topic.

Question: Is the OIG planning to conduct any oversight of the Medicare adminis-
trative appeals process?

Answer: Yes. The OIG is planning a number of reviews related to the transfer of
the Administrative Law Judge function for Medicare appeals from the Social Secu-
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rity Administration to HHS and to the timeliness, efficiency, and effectiveness of all
steps of the appeals process.

Question: Can you tell me how the OIG can help ensure that the new appeals
process affords appellants due process while protecting the integrity of the judicial
process and of the Medicare program?

Answer: The OIG will evaluate the appeals program using the goals and stand-
ards prescribed in the Medicare Modernization Act. It also will review the early im-
plementation of the new appeals process to assess how well it is functioning.

PAYING PUNDITS

Background: On January 26, 2005 it was discovered that marriage advocate Mi-
chael McManus was hired as a subcontractor by HHS to promote President Bush’s
marriage initiative. Mr. McManus writes a syndicated column called ‘‘Ethics & Reli-
gion,’’ which appears in 50 newspapers. McManus championed the Bush marriage
initiative without disclosing to readers that he was being paid $10,000 by HHS to
promote it. The day before, it was disclosed that Maggie Gallagher, another syn-
dicated columnist, received $21,500 from HHS for helping draft brochures promoting
marriage.

Question: Do you believe that it is appropriate for the Administration to pay com-
mentators to advocate its policies?

Answer: In recent months, the Government Accountability Office (GAO) has cau-
tioned Federal agencies that the use of appropriated dollars to produce and dis-
tribute pre-packaged news stories may violate the prohibition on the use of appro-
priated funds for publicity or propaganda purposes. In late January, President
Bush, too, expressed his disapproval of this practice and verbally directed his Cabi-
net Secretaries to refrain from hiring columnists and newscasters to promote agency
programs.

Just this month, GAO expressed its intention to notify Federal agencies about
constraints on use of prepackaged news stories without clear attribution to the Fed-
eral Government, and to provide agencies with guidance on how to comply with this
appropriation restriction (See, Memorandum of February 15, 2005, B–303495.2, at
page 4).

Question: If not, as Inspector General, what will you do to prevent such activity
regarding programs under HHS’s jurisdiction?

Answer: The GIG will utilize this GAO guidance in any upcoming audits or other
reviews of agency programs that involve public outreach and education.

RESPONSES TO QUESTIONS FROM SENATOR BINGAMAN

Question: The Public Health Service 340B program offers important financial as-
sistance to providers making up our Nation’s health care safety net. What level of
priority is your office giving to matters relating to the 340B program, such as the
widespread allegations of manufacturer overcharges and inadequate governmental
oversight of the program? What resources do you plan to commit to further scrutiny
of 340B program operations, administration and pricing practices in the coming
year?

Answer: The OIG believes the 340B program fulfills an important role and that
it should be functioning efficiently and in compliance with its statutory provisions.
The office plans to devote appropriate resources to ensure that this happens.

Specifically, it intends to issue a new report on HRSA’s oversight of the 340B pro-
gram this summer. Despite withdrawal of the original report because of the issues
with the data upon which it relied, OIG continues to believe there are systemic
issues that lead to price discrepancies within the 340B program. Three of the find-
ings from the previous report, in particular, remain important, even with the data
problems. These findings are:

• HRSA’s oversight of the program is inadequate in that is has no process to con-
firm that 340B entities receive the ceiling price.

• Participating entities cannot independently verify that they receive the 340B
ceiling price due to confidentiality provisions in the authorizing statute.

• Pharmaceutical manufacturers’ 340B ceiling price calculation is not verified
against the Department’s calculation of the 340B ceiling price.

Once the systemic weaknesses in the 340B data are addressed, OIG intends to
replicate its 340B error rate work by conducting a new study with more recent data.
It also has formed a new work-planning group to focus specifically on generating
a variety of proposals for studies related to 340B program operations and oversight.

Additionally, given the link between the 340B program and the Medicaid drug re-
bate program, the OIG now routinely evaluates possible 340B program violations in
cases involving alleged Medicaid drug rebate program violations.
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Question: In March 2003, the OIG reported investigatory findings that five manu-
facturers had collectively overcharged 340B entities for 11 different drugs during fis-
cal 1999, yet only recently was any action taken to follow up on these findings with
the involved manufacturers. Why has it taken so long for there to be any follow-
up activity, and what, if any, action can be expected from the OIG if manufacturers
identified as having overcharged 340B providers fail to reimburse the identified
overcharges?

Answer: In response to an OIG March 2003 report, HRSA proposed an ambitious
multi-point plan to contact subject drug manufacturers and request that they take
a number of specific corrective actions, including providing certain information to
HRSA. HRSA would be in the best position to explain its progress in implementing
that plan. Any further action from the OIG will depend, in part, on the results of
HRSA’s actions, including any additional information gathered from the drug manu-
facturers.

Question: In November of last year, your office withdrew a June 2004 report find-
ing widespread administrative deficiencies and overcharging for pharmaceutical
products in the 340B program. Why did your office take the highly unusual step of
withdrawing this report, and what has been done to re-evaluate and correct the re-
port’s findings? When do you expect to re-issue the report, and do you anticipate
announcing expanded findings at that time, or merely limited corrections and clari-
fications of the original report’s contents?

Answer: The OIG withdrew the report in October 2004 because it discovered prob-
lems with the underlying data used in developing its findings. After the report’s
publication in June 2004, a variety of stakeholders, including HRSA, congressional
committees, pharmaceutical manufacturers, and 340B interest groups, expressed
support for additional analysis of the findings to understand the possible reasons
for these overpayments. As a result, OIG initiated a follow-up study intended to es-
tablish and explore the potential causes for the price differences. During the course
of this follow-up work, OIG discovered two issues that led to the withdrawal of the
report. First, it was discovered that CMS had inadvertently provided ceiling price
data for the wrong timeframe. The OIG has since obtained the corrected information
and is currently reanalyzing the data. Second, based on conversations with industry
experts, OIG learned that some of the information CMS uses to calculate the 340B
ceiling price might be incorrect.

The OIG is currently conducting a more systematic evaluation of the data used
to calculate 340B ceiling prices. It is examining a variety of data issues to determine
whether it can provide a revised error rate or if steps need to be taken to correct
the data before OIG provides an error rate. As stated in the previous answer, OIG
intends to issue a new report this summer.

Question: Even before its withdrawal, the credibility and significance of the June
2004 OIG report had been questioned by some because of the relatively small num-
ber of providers involved in the OIG’s investigatory sample. Given the results of the
investigations underlying the March 2003 and June 2004 OIG reports pertaining to
340B purchasing, why has there not been any more comprehensive and aggressive
effort to investigate 340B pricing practices on a large scale?

Answer: The OIG initial review, as documented in the June 2004 report, involved
a random sample of 340B entities. From this sample, it received invoices from which
it compared prices for almost 13,000 transactions. This was an appropriate method-
ology to investigate this issue. The upcoming effort to evaluate 340B pricing issues
will continue to consider the most appropriate methodology to examine the identi-
fied issues. In addition, as referenced above, when OIG explores the possibility that
Medicaid rebates have been underpaid because drug manufacturers reported inac-
curate best price data, OIG also explores the possibility that 340B entities have
been correspondingly overcharged. As a result of such work, drug manufacturers
paid settlement amounts that included both Medicaid and 340B program recoveries
in three recent settlements.

The OIG will continue to investigate 340B-related cases when it has specific alle-
gations resulting from its audit and inspection work or other reliable sources.

RESPONSES TO QUESTIONS FROM SENATOR SNOWE

OIG RECOMMENDATIONS ON GME PAYMENTS FOR TRAINING RESIDENTS
IN NONHOSPITAL SETTINGS

Question: Mr. Levinson, the Medicare Modernization Act (MMA) included a provi-
sion dealing with Graduate Medical Education (GME) payments for volunteer physi-
cian supervision. The MMA put in place a one-year moratorium for 2004, which al-
lowed teaching hospitals to count the time osteopathic, and allopathic family prac-
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tice medical residents spent training in nonhospital locations, such as nursing
homes and community health centers, without regard to the financial arrangement
between the hospital and the supervisory physician.

The provision also required the Inspector General (IG) of the Department of
Health and Human Services to conduct a study on the appropriateness of ‘‘alter-
native payment methodologies’’ for the costs of training residents in non-hospital
settings and issue a report with recommendations to Congress, which was issued
on December 8, 2004.

In its report, ‘‘Alternative Medicare Payment Methodologies for the Costs of
Training Medical Residents in Nonhospital Settings,’’ the Office of Inspector General
recommended that, ‘‘CMS work with Congress to extend the moratorium, so that
teaching hospitals may claim Medicare reimbursements for osteopathic and
allopathic family practice residents who train in nonhospital settings without regard
to the financial arrangements between the hospitals and the supervisory physicians
who practice at those settings.’’

Nevertheless, recently a hospital in my home State of Maine was audited by CMS
shortly after the moratorium expired. CMS is now claiming that this institution
must repay significant graduate medical education funds as a result of their train-
ing programs in nonhospital sites.

What is your view of CMS renewing their audits and beginning to question grad-
uate medical education payments again? What steps, if any, is the IG’s office taking
to ensure that CMS is pursuing the recommendations made by your office in its re-
cent report?

Answer: The moratorium has not been extended by Congress. Thus, it is OIG’s
understanding that CMS has returned to operating under the regulatory require-
ment that all or substantially all of the training costs at non-hospital settings must
be incurred by the teaching hospitals.

The OIG has had discussions with CMS concerning the findings and recommenda-
tions contained in OIG’s report (Alternative Medicare Payment Methodologies for the
Costs of Training Medical Residents in Nonhospital Settings). However, OIG has not
received any direct indication from CMS regarding any actions CMS may take based
on the OIG report. CMS has indicated that it intends to work with the industry to
clarify those situations where no cost is associated with teaching physicians in non-
hospital settings. The OIG will continue to monitor this situation.

PREPARED STATEMENT OF RAYMOND T. WAGNER, JR.

Mr. Chairman, Senator Baucus and Members of the Committee, I am honored to
appear before this committee today as you consider my nomination to be a member
of the IRS Oversight Board.

It was just 2 years ago that I first appeared before you, when I was nominated
to fill the remaining term of a vacant position on the Oversight Board. I am grateful
to appear before you a second time.

Mr. Chairman, it is truly an honor to have been nominated by President Bush
to serve a full term on the IRS Oversight Board. I commenced service on the Board
in April 2003, and I was elected Chairman of the Board in September 2004. I now
have an even greater appreciation for the vital role that the IRS plays in the lives
of virtually every taxpayer. If confirmed, I am committed to serve this full term with
independence, rigor and complete respect for the importance of the position.

For almost 10 years, I have worked at Enterprise Rent-A-Car, most recently as
the Legal and Legislative Vice President. For the last 12 years, I have also been
an adjunct professor of law at the Washington University School of Law in St.
Louis, where I co-teach a course in the masters tax law program.

Prior to joining Enterprise Rent-A-Car, I spent much of my career working in the
public sector in the tax administration field. I served as Director of Revenue for the
State of Illinois, as well as Director of Revenue for the State of Missouri. In addi-
tion, I was the General Counsel for the Missouri Department of Revenue.

As a Board member and now chairman, I have watched the Board continue to
evolve so that it will best meet its mission. Last September, the Treasury Inspector
General for Tax Administration (TIGTA) completed an audit of the Board and found
that the Board has made a number of valuable contributions to the governance of
the IRS, such as providing continuity of management and direction, reaching out to
stakeholders, and conducting surveys of taxpayer attitudes.

TIGTA recommended that the Board conduct a self-assessment as a tool for un-
derstanding how to elevate the Board’s performance to the next level. During my
chairmanship, the Board conducted such a self-assessment, reorganized its commit-
tees, and is expanding its outreach program. It has solicited input from stake-
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holders, including tax professional organizations and Congressional committees,
about how to make improvements. We redesigned our annual public meeting to
achieve a better exchange with outside stakeholders.

Prior to being elected chairman by my fellow Board members, I served as chair-
man of the Board’s Human Capital Committee. In this capacity, I led the committee
in its first comprehensive review of the IRS’ training programs, and also led the
committee’s annual review of senior IRS executive performance and compensation.
This review evaluates whether division goals, executive goals and actual perform-
ance are in alignment with executive performance evaluations and compensation.
This is a critical issue for all organizations, whether in the public or private sector.

It is important for Board members to listen to and understand the concerns of
a variety of organizations and individuals who interact regularly and have outside
perspectives of the IRS. Ensuring this communication is a personal priority of mine.
In this vein, I meet regularly with many representatives of other government orga-
nizations that have oversight responsibilities of the IRS, including TIGTA, GAO,
Treasury Department, and Congress, including the staff from this committee, to dis-
cuss relevant IRS issues. Other board members and I also meet regularly with IRS
employees, representatives of tax professional organizations, and fellow taxpayers.
We attend several nationwide tax forums, each of which is normally attended by
over 2,000 tax professionals.

Clearly the IRS is facing many difficult challenges. It must reduce the tax gap
in an environment of limited resources, active circumvention of tax laws by some
members of the tax professional community, an aging work force, and ancient com-
puter systems. This is no time for the timid. Every member of the tax administra-
tion community, including many of the people in this room, must all pull in the
same direction if we are to meet these challenges. I want the Oversight Board to
have an important and meaningful role in this effort.

I welcome the opportunity to use my extensive experiences in the private and pub-
lic sector to address these issues. Enterprise Rent-A-Car, as you may know, has
grown to be the number one rental car company in North America based in large
part on its founding value of customer service, and I know first-hand the positive
impact of superior customer service from a large organization. Despite needed em-
phasis on enforcement, I will be ever-mindful of the priority that this Committee
placed upon customer service when it established the mandates of the IRS Restruc-
turing and Reform Act of 1998. We cannot have the IRS lose its balance between
service and enforcement. The mission of the Illinois Department of Revenue, which
we rewrote during my tenure, might best exemplify my philosophy: ‘‘Professional
Service—Fair Enforcement.’’ In short, taxpayers should find compliance easy to
achieve and difficult to avoid.

In summary, Mr. Chairman, I am keenly aware of the critical importance of this
independent Board for all of the American people. If confirmed as a member of the
IRS Oversight Board, I will be committed to using my knowledge and experiences
to achieve the objectives for the Board as set out in the Restructuring and Reform
Act.

Thank you Mr. Chairman. I would be pleased to answer any questions you or
other members of the Committee may have.

VerDate 11-MAY-2000 17:39 Jul 26, 2005 Jkt 095484 PO 00000 Frm 00056 Fmt 6601 Sfmt 6621 20933.000 SFINANC2 PsN: SFINANC2



53

VerDate 11-MAY-2000 17:39 Jul 26, 2005 Jkt 095484 PO 00000 Frm 00057 Fmt 6601 Sfmt 6621 20933.000 SFINANC2 PsN: SFINANC2



54

VerDate 11-MAY-2000 17:39 Jul 26, 2005 Jkt 095484 PO 00000 Frm 00058 Fmt 6601 Sfmt 6621 20933.000 SFINANC2 PsN: SFINANC2



55

VerDate 11-MAY-2000 17:39 Jul 26, 2005 Jkt 095484 PO 00000 Frm 00059 Fmt 6601 Sfmt 6621 20933.000 SFINANC2 PsN: SFINANC2



56

VerDate 11-MAY-2000 17:39 Jul 26, 2005 Jkt 095484 PO 00000 Frm 00060 Fmt 6601 Sfmt 6621 20933.000 SFINANC2 PsN: SFINANC2



57

VerDate 11-MAY-2000 17:39 Jul 26, 2005 Jkt 095484 PO 00000 Frm 00061 Fmt 6601 Sfmt 6621 20933.000 SFINANC2 PsN: SFINANC2



58

VerDate 11-MAY-2000 17:39 Jul 26, 2005 Jkt 095484 PO 00000 Frm 00062 Fmt 6601 Sfmt 6621 20933.000 SFINANC2 PsN: SFINANC2



59

VerDate 11-MAY-2000 17:39 Jul 26, 2005 Jkt 095484 PO 00000 Frm 00063 Fmt 6601 Sfmt 6621 20933.000 SFINANC2 PsN: SFINANC2



60

VerDate 11-MAY-2000 17:39 Jul 26, 2005 Jkt 095484 PO 00000 Frm 00064 Fmt 6601 Sfmt 6621 20933.000 SFINANC2 PsN: SFINANC2



61

VerDate 11-MAY-2000 17:39 Jul 26, 2005 Jkt 095484 PO 00000 Frm 00065 Fmt 6601 Sfmt 6621 20933.000 SFINANC2 PsN: SFINANC2



62

Æ

VerDate 11-MAY-2000 17:39 Jul 26, 2005 Jkt 095484 PO 00000 Frm 00066 Fmt 6601 Sfmt 5011 20933.000 SFINANC2 PsN: SFINANC2


