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· Chairman Meadows, thank you for holding today’s hearing to discuss the 2014 National Taxpayer Advocate’s Annual Report to Congress. 

· Our witness today, Ms. Nina Olson, has served as the National Taxpayer Advocate since 2001, and I appreciate her service and her appearance before this Subcommittee today.  

· The 2014 Report identifies, quote, “declining levels of taxpayer services” as the #1 Most Serious Problem that is causing serious compliance issues and inflicting undue hardship on millions of American taxpayers. 

· The challenges facing the IRS are real and many, including an increasing number of filed tax returns … escalating threats of identity theft refund fraud and data breaches … and an enormous gap in the amount of taxes owed versus those that are paid.

· Yet, despite these increasing and evolving challenges facing the IRS, according to Ms. Olson’s report, there is a, quote, “…widening imbalance between the IRS’s increasing workload and its diminishing resources.”

· One cannot ignore the reality that many of these serious problems are the result of a Congress that created our Nation’s incredibly complex tax code, yet in recent years, has stubbornly refused to appropriate the funds necessary to effectively administer it.    

· The Annual Report notes that over the past five Fiscal Years, the IRS’s inflation-adjusted budget was cut by approximately 17 percent.  These severe budget cuts have forced the IRS to shed nearly 12,000 employees, with further significant workforce reductions expected later this fiscal year.

· This fiscal year alone, the IRS budget was slashed by $346 million, which cost at least $2 billion in lost revenues.  

· The cruel irony is that in deliberately lowering the IRS’s funding level to make the agency, in the words of the Financial Services Appropriations Subcommittee Chair, quote, “…think twice about what you are doing and why,” and, quote, “focus on its core mission of providing taxpayer services such as processing returns and refunds, providing customer service like answering the phone, and catching tax cheats” … the majority has wrought precisely the opposite effect.  

· The report highlights the consequences of these ill-advised cuts, noting that, and I quote: 

· “35.6 percent of phone calls went unanswered by customer service representatives; 
· 50 percent of pieces of correspondence were not handled timely;
· Virtually zero tax returns were prepared by IRS walk-in sites; and
· Localized outreach and education have nearly disappeared.”

· Ms. Olson eloquently captured the bottom line in the 2014 Annual Report, noting that, quote: 

“It is a challenge for any tax agency to properly administer a system such as the one we have.  But it is impossible for an underfunded tax agency to do so.  The victims of this underfunding are not the IRS and its employees – the victims are U.S. taxpayers.”

· I couldn’t agree more with that assessment.   Gutting the IRS’s budget is the epitome of “penny wise and pound foolish.” 

· In a recent interview, Commissioner Koskinen expressed alarm that, quote, “…the funding that supports the Federal Government is at risk. If we lose compliance rate by 1 percent, it will cost you $30 billion a year, three times the IRS budget.”

· I would ask my friends on the other side of the aisle, when is enough, enough? 

· Members often exclaim that government should be run more like a business … and in this case, I concur.  

· No private sector CEO would starve its accounts receivables department – especially when it is projected, in 2016, to bring in an additional $6 in revenue for every additional dollar invested. 

· Yet, this is exactly what the majority has done with the IRS over the past several years. 

· The IRS is America’s accounts receivables department, and Congress is starving it.

· “Penny wise and pound foolish” is no way to run a business, and it is certainly no way to run a country.     

· [bookmark: _GoBack]It is my hope that after careful analysis of Ms. Olson’s report and recommendations, my colleagues will join me in reversing the trend that is starving our Nation’s accounts receivables department. 

· Enough is enough. Rather than partisan bickering – let us come together to make wise investments in IRS initiatives, conduct diligent oversight of IRS operations, and in the process, lower the deficit by billions of dollars, thwart identity thieves and tax cheats, and help millions of our constituents who want nothing more than to play by the rules … but simply need help in navigating our incredibly complex tax code.

· Thank you, Mr. Chairman.  I yield back.
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