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TAXES 
 
Obama Administration Releases FY 2015 
Budget Proposal Containing New Tax 
Proposals 
 
Key Points: 
 

 President Obama releases FY 2015 budget 
proposal containing new tax measures 

 The budget proposals includes some similar 
proposals to House Ways and Means 

Committee Chairman’s Comprehensive tax 
reform draft but fundamental differences 

This Week in Congress 

 House –The House passed the “Homeowner Flood Insurance Affordability Act” 
(H.R. 3370) to delay the implementation of certain provisions of the Biggert-Waters 
Flood Insurance Reform Act by a vote of 306-91; the “Electricity Security and 
Affordability Act” (H.R. 3826) to provide direction to the Environmental Protection 
Agency (EPA) regarding the establishment of standards for emissions of any greenhouse 
gas from fossil fuel-fired electric utility generating units, by a vote of 229-183; the 
“Individual Mandate Penalty Law Equals Fairness Act” (H.R. 4118) to delay the 
implementation of the penalty for failure to comply with the individual health insurance 
mandate, by a vote of 250-160.  The House also passed the “Home Heating 
Emergency Assistance Through Transportation Act of 2014” (H.R. 4076) and the 
“North Fork Watershed Protection Act” (H.R. 2259) under suspension of the rules.  

 Senate – The Senate rejected a motion to invoke cloture on the “Military Justice 
Improvement Act of 2013” (S.1752) by a 55-45 vote but agreed to a motion to invoke 
cloture on the “Victims Protection Act of 2014” (S. 1917) by a 100-0 vote. The Senate 
confirmed Rose Gottemoeller to be Under Secretary of State for Arms Control and 
International Security by a 55-45 vote but rejected the motion to invoke cloture on the 
nomination of Debo Adegbile to be Assistant Attorney General for the Civil Rights 
Division by a 47-52 vote.  

 
Next Week in Congress 

 House – The House is expected to consider the “SGR Repeal and Medicare Provider 
Payment Modernization Act of 2014” (H.R. 4015); the “Water Rights Protection 
Act” (H.R. 3189); the “Faithful Execution of the Law Act of 2014” (H.R. 3973); 
and the “ENFORCE the Law Act of 2014” (H.R. 4138).  

 Senate –The Senate is expected to vote on the passage of the “Victims Protection Act 
of 2014” (S.1917) and could take up the “Homeowner Flood Insurance Affordability 
Act” (H.R. 3370). 
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remain on revenue as well as which tax 
preferences to cut 

 
On March 4, President Barack Obama released 
his FY 2015 Budget Proposal containing 
several new tax proposals and the Department 
of Treasury released the Treasury Green Book, 
(i.e. General Explanations of the 
Administration’s Fiscal Year 2015 Revenue 
Proposals,) along with the budget. The 
President’s budget proposal would raise 
revenue by increasing taxes on upper-income 
earners to pay for a lower corporate tax rate, 
changes to the international tax system, and 
improvements to education and infrastructure 
among other measures.   
 
Though the broad tax reform vision outlined 
by the Administration is at odds with House 
Ways and Means Committee Chairman Dave 
Camp’s (R-MI) tax reform draft legislation 
unveiled last week, the two proposals appear to 
agree on lower corporate rates and 
implementing a tax on the largest banks along 
with several other discrete base broadening 
measures that would allow for a lower 
corporate rate.  A fundamental difference 
remains on whether tax reform should raise 
revenue.  Further, though there is agreement 
on some tax preferences that should be cut, 
there is disagreement on others.  Specifically, 
Secretary of the Treasury Jack Lew said this 
week that the Obama Administration does not 
support repeal of the state and local tax 
deduction, which would be repealed in Camp’s 
proposal.  
 
As is typical this far into a President’s second 
term, most of the budget proposals were 
repeated from prior years.  Of some note, there 
were, however, several significant and broad 
proposals in the international tax area that 
target U.S. based multinationals, foreign based 
multinationals, and so-called stateless income. 

 
The following list includes the new proposed 
tax and budget measures included in the 
President’s FY 2015 Budget: 
 
International Tax Proposals 

 Restrict deductions for excessive interest of 
members of financial reporting groups: 
Score: Raises $48.581 billion/10 years 

 Create a new category of Subpart F income 
for transactions involving digital goods or 
services: Score: Raises $11.660 billion /10 years 

 Prevent avoidance of foreign base company 
sales income through manufacturing service 
arrangements: Score: Raises $24.608 billion 
/10 years 

 Restrict the use of hybrid arrangements that 
create stateless income: Score: Raises $937 
million /10 years 

 Limit the application of exceptions under 
Subpart F to certain transactions that use 
reverse hybrids to create stateless income: 
Score: Raises $1.336 billion /10 years 

 Limit the ability of domestic entities to 
expatriate: Score: Raises $17.004 billion /10 
years  

 
Municipal Bonds and Infrastructure Financing 

 Reducing the Value of Itemized 
Deductions and Other Tax Preferences to 

Upcoming Dates 
 
March 11: OMB submits balance of FY 
2015 budget request 
March 11: Special Election-13th 
District of Florida 
September 30: FY 2014 Ends 
October 1: FY 2015 Begins 
November 4, 2014: Midterm Elections 
March 2015: Debt limit suspension 
expires 
 

 

 

 

 

 
 
 

 
 

http://www.williamsandjensen.com/
http://www.whitehouse.gov/omb/budget/Overview
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http://www.treasury.gov/resource-center/tax-policy/Documents/General-Explanations-FY2015.pdf
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28 Percent for the Wealthiest American: 
Capping all itemized deductions, as well as 
other tax benefits such as tax-exempt 
interest and tax exclusions for retirement 
contributions and employer sponsored 
health insurance: Score: Raises $598 billion/10 
years 

 Transportation Infrastructure: Creates 
reserve fund for funding Surface 
Transportation Reauthorization from 
somewhat unspecified one-time revenues 
otherwise part of “revenue neutral business 
tax reform.” Score: Costs $150 billion/10 years, 
presumably offset but not specified 
 

Earned Income Tax Credit (EITC) Expansion: 

 Expand EITC for workers without 
qualifying children: Score: Costs $59.740 
billion /10 years 

 Conform Self-Employment Contributions 
Act (SECA) taxes for professional service 
businesses: Score: Raises $37.679 billion /10 
years 

 Impose liability on shareholders to collect 
unpaid income taxes of applicable 
corporations: Score: Raises $5.238 billion /10 
years 

 
Education 

 Expand and reform student loan income-
based repayment: Score: Costs $3.552 billion 
/10 years 

 Make Pell Grants excludable from income: 
Score: Costs $8.864 billion /10 years 

 
Tax Administration 

 Explicitly provide that the Department of 
the Treasury and the Internal Revenue 
Service (IRS) have authority to regulate all 
paid return preparers: Score: No Revenue 
Impact 

 Increase information sharing to administer 
excise taxes: Score: Raises $148 million/10 
years 

 Provide the IRS with greater flexibility to 
address correctable errors: Score: Raises $173 
million /10 years 

 Rationalize tax return filing due dates so 
they are staggered: Score: Raises $2.581 
billion/10 years 

 Increase the penalty applicable to paid tax 
preparers who engage in willful or reckless 
conduct: Score: Raises $8 million/10 years 

 Enhance administrability of the appraiser 
penalty: Score: No Revenue Impact 
 

State and Local 

 Reduce costs for States collecting 
delinquent income tax obligations: Score: No 
Revenue Impact 

 Implement Treasury tax enforcement 
program integrity cap adjustment: Score: 
Raises $52.004 billion/10 years 

 Reauthorize the State Small Business Credit 
Initiative: Score: Costs $1.500 billion/10 years 

 Allow States to send notices of intent to 
offset Federal tax refunds to collect State 
tax obligations by regular first-class mail 
instead of certified mail: Score: No Revenue 
Impact 

 
Business and Economic Development Provisions 

 Provide new Manufacturing Communities 
tax credit: Score: Costs $4.664 billion/10 
years 

 Permanently extend and modify the New 
Markets tax credit: Score: Costs $8.713 
billion/10 years 
 

Energy 

 Extend the tax credit for cellulosic biofuel: 
Score: Costs $1.698 billion/10 years 

http://www.williamsandjensen.com/


Williams & Jensen – Washington Update March 7, 2014 
   

  
 

 
Williams & Jensen, PLLC 

701 8th Street, N.W. Suite 500 Washington, D.C. 20001 
Telephone: (202) 659-8201 Fax: (202) 659-5249 

www.williamsandjensen.com 
 

Page 4 of 35 

 Modify and extend the tax credit for the 
construction of energy-efficient new 
homes: Score: Costs $2.048 billion/10 years 

 Reduce excise taxes on Liquefied natural 
gas (LNG) to bring into parity with diesel: 
Score: Costs $20 million/10 years 
 

Estate and Gift Tax 

 Modify GST tax treatment of Health and 
Education Exclusion Trusts: Score: Costs 
$218 million/10 years 

 Simplify gift tax exclusion for annual gifts: 
Score: Raises $2.924 billion/10 years 

 Expand applicability of definition of 
executor: Score: No Revenue Impact  

 
Other Revenue Changes and “Loophole Closers” and 
Miscellaneous Provisions 

 Modify like-kind exchange rules for real 
property: Score: Raises $18.270 billion/10 
years 

 Conform corporate ownership standards: 
Score: Raises $564 million/10 years 

 Prevent elimination of earnings and profits 
through distributions of certain stock: Score: 
Raises $391 million/10 years 

 Repeal the telephone excise tax: Score: Costs 
$2.177 billion/10 years 

 Increase the standard mileage rate for 
automobile use by volunteers: Score: Costs 
$428 million/10 years 

 Enhance and make permanent incentives 
for the donation of conservation 
easements: Score: Costs $331 million/10 years 

 Repeal special estimated tax payment 
provision for certain insurance companies: 
Score: No Revenue Impact 

 
Camp Defends His Comprehensive Tax 
Reform Bill and Suggests Addressing Parts 
of His Legislation Separately  
 
Key Points: 

 

 House Ways and Means Committee 
Chairman suggests addressing parts of his 
comprehensive legislation separate from 
comprehensive reform while simultaneously 
defending other measures in his bill released 
last week 
 

This week, House Ways and Means Committee 
Chairman Dave Camp (R-MI) offered to 
address certain aspects of his tax reform 
package apart from comprehensive reform 
while simultaneously defending other measures 
in the bill.   
 
First, in response to the President’s FY 2015 
budget request, which addressed education, 
Camp suggested the idea of separating part of 
his own legislation dealing with education to 
advance it apart from the comprehensive bill.  
Specifically, at the House Ways and Means 
Committee’s hearing on the President’s budget 
proposal, Camp asked Secretary of the 
Treasury Jack Lew if the Administration might 
consider consolidating and simplifying current 
law for education tax breaks without needing to 
address revenue. In response, Lew said that 
simplification is a desirable goal but added that 
different objectives are achieved by different 
provisions.  Also during the hearing, Camp 
expressed concern that the President’s budget 
proposal permanently extends only some 
expired tax preferences and not others. 
 
In a separate but related development this 
week, Camp defended a provision in his 
comprehensive legislation that would impose a 
tax on the largest banks - a measure that has 
come under criticism by those in the financial 
service industry since last week. Camp reasoned 
that this type of tax is one of few options 
Congress has to make sure the banking 
industry pays its share toward reducing 
corporate tax rates.  

http://www.williamsandjensen.com/
http://waysandmeans.house.gov/calendar/eventsingle.aspx?EventID=371183
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Upcoming Hearings and Events 
 
March 12 
Fiscal 2015 Budget: The House Budget 
Committee will hold hearings on the proposed 
fiscal year 2015 budget. Scheduled witnesses 
include: Jacob J. Lew, Secretary of the 
Treasury. 
 
Internet Sales Tax: The House Judiciary 
Committee will hold a hearing titled “Exploring 
Alternative Solutions to the Internet Sales Tax 
Issue.” Scheduled witnesses include: Chris Cox, 
Counsel, NetChoice, and Partner, Bingham 
McCutchen LLP; Joe Crosby, Principal, 
Multistate Associates Incorporated; Stephen P. 
Kranz, Partner, McDermott Will & Emery; 
William E. Moschella, Shareholder, Brownstein 
Hyatt Farber Schreck LLC; Andrew Moylan, 
Outreach Director and Senior Fellow, R Street 
Institute; James H. Sutton Jr., shareholder, 
Moffa, Gainor & Sutton PA. 
 
Fiscal 2015 Budget Request: The House 
Ways and Means Committee will hold a hearing 
on the Administration’s proposed fiscal year 
2015 budget.  Scheduled witnesses include: 
Kathleen Sebelius, Secretary of Health and 
Human Services. 
 
March 13 
Middle Class Expansion: The Senate Finance 
Committee will hold a hearing titled 
“Innovative Ideas to Strengthen and Expand 
the Middle Class.”  Scheduled witnesses 
include: George Packer, Staff Writer, The New 
Yorker Magazine; William C. Dunkelberg, 
Chief Economist, National Federation of 
Independent Business; Diane Swonk, Chief 
Economist and Senior Managing Director, 
Mesirow Financial; Lawrence B. Lindsey, 
President and CEO, The Lindsey Group; 

Leonard E. Burman, Director, Tax Policy 
Center, The Urban Institute. 
 
For more information about tax issues you may email 
or call Christopher Hatcher at 202-659-8201.  Tess 
Illos contributed to this report.     
 
FINANCIAL SERVICES 
 
House Approves Flood Insurance 
Legislation, Senate Could Consider This 
Legislation Next Week 
 
Key Points: 

 House approves flood insurance legislation this 
week, Senate could consider this legislation 
next week. 
 

On March 4, the House approved a modified 
version of the “Homeowner Flood Insurance 
Affordability Act” (H.R. 3370) in a 306-to-91 
vote.  
 
Some highlights of this bill include: 

 Limits on Policy Rates: The annual 
limitation on premium increases is 
modified to require a 5% average rate 
increase for properties “within any 
single risk classification”, with a 
maximum annual increase per policy of 
15%. This bill would also repeal the 
Biggert-Waters Act federal flood 
insurance rate increases to full risk rates 
for new policies (“any property not 
insured by the flood insurance program 
as of July 6, 2012”) or newly purchased 
properties (“any property purchased 
after July 6, 2012”). Also any policy 
lapse due to “the property covered by 
the policy no longer being required to 
retain such coverage” will not result in 
an increase to full risk rates.   

 Notification Disclosures: Requires 
the Federal Emergency Management 

http://www.williamsandjensen.com/
mailto:CWHatcher@wms-jen.com
http://beta.congress.gov/bill/113th-congress/house-bill/3370/text
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Agency (FEMA), at least 6 months 
prior to implementation of rate 
increases is to “make publicly available 
the rate tables and underwriting 
guidelines that provide the basis for the 
change.” 

 Minimize Premium Rate Increases: 
Requires the FEMA Administrator to 
“strive to minimize the number of 
policies with annual premiums that 
exceed one percent of the total 
coverage provided by the policy.”  

 Restoration of Grandfathered Rates: 
Repeals the provision in the Biggert-
Waters Act that would have terminated 
grandfathering and now requires 
premium adjustments to reflect the risk 
of floods when areas are remapped.   

 Refunds for Homeowners: Provides 
for refunds of premiums paid that were 
in excess of amounts now required due 
to the modification of the Biggert-
Waters Act premium provisions. 

 Flood Insurance Advocate: Requires 
the FEMA Administrator to “designate 
a Flood Insurance Advocate to 
advocate for the fair treatment of policy 
holders under the National Flood 
Insurance Program and property 
owners in the mapping of flood 
hazards, the identification of risks from 
flood, and the implementation of 
measures to minimize the risk of 
flood.”  

 Flood Insurance Rate Map 
Certification: Requires the FEMA 
Administrator to “implement a flood 
mapping approach for the National 
Flood Insurance Program that…results 
in technically credible flood hazard data 
in all areas where Flood Insurance Rate 
Maps are prepared or updated…”    

 

Though a Senate bill (S.1926), was approved on 
January 30 in a 67 to 32 vote, the Senate is now 
expected to consider the House-approved bill 
as early as next week. The White House 
previously expressed concerns about the Senate 
bill in a Statement of Administration Policy 
(SAP) stating that “delaying implementation of 
these reforms [in the Biggert-Waters Act] 
would further erode the financial position of 
the NFIP, which is already $24 billion in debt.” 
 
President’s FY 2015 Budget Requests 
Funding Increase for the SEC  
 
Key Points: 

 The President’s Budget requests $1.7 billion 
for the SEC in FY 2015, which is a 26 
percent increase from the FY 2014 enacted 
amount of $1.35 billion.  

 
On March 4, the President presented his Fiscal 
Year (FY) 2015 budget to Congress. The FY 
2015 budget requested a funding increase the 
Securities and Exchange Commission (SEC) 
over the FY 2014 funding level. The 
President’s Budget requests $1.7 billion for the 
SEC in FY 2015, which is a 26 percent increase 
from the FY 2014 enacted amount of $1.35 
billion. The Budget calls for the SEC to receive 
its funding from $1.7 billion collection of 
Section 31 fees. SEC Chair Mary Jo White 
issued a statement in which she expressed 
support for the SEC budget request. She 
emphasized that the funding for the SEC 
comes from industry transaction fees and not 
contribute to the national debt. 
 
President’s FY 2015 Budget Calls for 
Budget Increase for the CFTC  
 
Key Points: 

 The President’s FY 2015 Budget requests 
$280 million for the CFTC, which is a 30 

http://www.williamsandjensen.com/
http://beta.congress.gov/bill/113th-congress/senate-bill/1926?q=%7B%22search%22%3A%5B%22s+1926%22%5D%7D
http://www.whitehouse.gov/sites/default/files/omb/legislative/sap/113/saps1926s_20140127.pdf
http://www.sec.gov/News/PublicStmt/Detail/PublicStmt/1370540878567#.UxeiqvmwK2U
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percent increase from FY 2014 enacted budget 
of $215 million. 

 The Budget request includes plan for legislation 
to allow the CFTC to begin collecting user fees. 

 
On March 6, the House Appropriations 
Committee’s Agriculture, Rural Development, 
Food and Drug Administration, and Related 
Agencies Subcommittee held a hearing to 
discuss the FY 2015 budget request for the 
CFTC. The President’s FY 2015 budget 
requested a budget of $280 million for the 
Commodity Futures Trading Commission 
(CFTC), a 30 percent increase from the FY 
2014 enacted amount of $215 million. The 
President’s Budget announced that the 
Administration plans to propose legislation to 
allow the CFTC to collect user fees assessed on 
the sale of commodity futures, options, and 
swaps contracts. The Budget noted that the 
Administration expects the CFTC to start 
collecting fees in FY 2016, “subject to 
enactment of authorizing legislation permitting 
the CFTC to collect user fees.”  
 
Chairman Robert Aderholt (R-AL) stated that 
he disagrees with the perception that the CFTC 
is budget starved. Ranking Member Sam Farr 
(D-CA) and Representative Rosa DeLauro (D-
CT) stressed the need to fully fund the CFTC. 
DeLauro expressed support for allowing the 
CFTC to impose user fees, while 
Representative Alan Nunnelee (R-MS) spoke in 
opposition to this proposal. CFTC Acting 
Chairman Mark Wetjen said that a user fee 
would provide the CFTC with additional 
funding certainty and allow them to do more 
long-term planning. Nunnelee asked about the 
CFTC’s efforts related to high frequency 
trading. Wetjen stated that the CFTC has put 
out a concept release on high frequency trading 
and is considering whether additional actions 
are necessary. Nunnelee said that the CFTC 
should not move onto new areas of regulation, 

until it has completed its rulemakings under the 
Dodd-Frank Act. 
 
In a statement, CFTC Commissioner Bart 
Chilton described the President’s budget 
request as “woefully insufficient for needed 
oversight and enforcement.” He stated that the 
requested budget would leave the CFTC with 
inadequate funding to make technology 
investments and expand examinations and 
enforcement actions. CFTC Commissioner 
Scott O’Malia also issued a statement, in which 
he dissented from the CFTC budget request. 
He stated the CFTC “continues to make 
improbable funding requests” and underfund 
technology investments.  
 
House Panel Examines Equity Market 
Structure 
 
Key Points: 

 Chairman Scott Garrett (R-NJ) urged the 
SEC to avoid placing additional regulatory 
burdens on market participants. 

 Representatives Stephen Lynch and David 
Scott (D-GA) expressed concern that 
Regulation National Market System (NMS) 
has pushed trading into dark pools. 

 Representative Ed Royce (R-CA) emphasized 
the importance of ensuring that investors receive 
the best execution for their trades.  

 
On February 28, the House Financial Services 
Committee’s Capital Markets and Government 
Sponsored Enterprises Subcommittee held a 
hearing entitled “Equity Market Structure: A 
Review of SEC Regulation NMS.” Chairman 
Scott Garrett (R-NJ) noted that the Securities 
and Exchange Commission (SEC) is 
conducting its first comprehensive market 
review since 1994. He urged the SEC to 
conduct its market review with a guiding 
principle of “do no harm.” He expressed doubt 
that adding additional layers of regulation 

http://www.williamsandjensen.com/
http://appropriations.house.gov/calendar/eventsingle.aspx?EventID=370569
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would make the market safer. Ranking Member 
Maloney (D-NY) questioned whether 
Regulation NMS has led to excessive 
fragmentation of the market. Former SEC 
Division of Trading and Markets Director Erik 
Sirri responded that while there are a large 
number of venues, they are all connected.   
 
Representatives Stephen Lynch (D-MA) and 
David Scott (D-GA) raised concerns that 
Regulation NMS has pushed trading away from 
exchanges and towards dark pools. Former 
SEC Commissioner Roel Campos, Sirri and 
former SEC Chief Economist Chester Spatt 
responded that dark pools offer benefits to 
investors. Representative Bill Huizenga (R-MI) 
asked if Regulation NMS has encouraged the 
growth of high frequency trading. Sirri 
suggested that the requirements for market 
linkages have contributed to the rise of high 
frequency trading. Representative Ed Royce (R-
CA) questioned what regulators can do to 
ensure that investors receive the best execution. 
Sirri stated that the best execution requirement 
is important, as retail investors cannot 
determine the quality of their execution on 
their own. 
 
House Committee Holds Hearing on 
International Impact of Financial 
Regulations 
 
Key Points:  

 House Financial Services Panel Republicans 
raised concerns that Dodd-Frank Act 
regulations will hurt the competitiveness of 
U.S. financial institutions. 

 Representative Keith Rothfus (R-PA) 
expressed concern with the complexity of the 
Basel capital rules. 

 
On March 5, the House Financial Services 
Committee’s Oversight and Investigations 
Subcommittee held a hearing entitled: “The 

Growth of Financial Regulation and its Impact 
on International Competitiveness.” Chairman 
Patrick McHenry (R-NC) and Representatives 
Andy Barr (R-KY) and Michael Fitzpatrick (R-
PA) raised concerns that Dodd-Frank Act 
(DFA) regulations are hurting the 
competitiveness of U.S. financial services firms. 
Fitzpatrick expressed concern that foreign 
regulators could retaliate against U.S. firms. 
Ranking Member Al Green (D-TX) and 
Representatives Denny Heck (D-WA), and 
Emanuel Cleaver (R-MO) stressed the need to 
strike an appropriate balance between 
competitiveness and financial stability. Cleaver 
and Green emphasized that the U.S. must play 
a leadership role internationally. Representative 
Keith Rothfus (R-PA) expressed concern with 
the complexity of the new Basel III capital 
requirements. He stated that regulators retain 
the ability to change buffers and risk-weights, 
which creates uncertainty for financial 
institutions.  
 
House Panel Holds Hearing on Data 
Security  
 
Key Points: 

 Members and Administration officials voice 
support for the creation of a national breach 
notification system.  

 Industry witnesses discuss new technologies such 
as EMV “chip” cards and tokenization 
which remove customer information from credit 
and debit cards. 

 
On March 5 the House Financial Services 
Committee’s Financial Institutions and 
Consumer Credit Subcommittee held a hearing 
entitled “Data Security: Examining Efforts to 
Protect Americans’ Financial Information.” 
The hearing focused on the recent data 
breaches at several large retailers such as Target 
and Neiman Marcus, the role of government 
agencies in data security, and whether a 

http://www.williamsandjensen.com/
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national breach notification system is needed. 
Industry witnesses discussed new technologies 
aimed at better protecting consumer data such 
as EMV “chip” cards and tokenization. 
Payment Card Industry Security Standards 
Council Chief Technology Officer Troy Leach 
explained that chip cards and tokenization 
would remove the consumer’s individual 
information from the credit or debit card. 
United States Secret Service, Criminal 
Investigative Division, Cyber Operations 
Branch, Deputy Special Agent in Charge 
William Noonan and Department of 
Homeland Security National Cybersecurity and 
Communications Integration Center Director 
Larry Zelvin both suggested that a national 
breach notification system would be helpful to 
law enforcement. Representatives Steve Pearce 
(R-NM) and Blaine Luetkemeyer (R-MO) 
urged the Consumer Financial Protection 
Bureau (CFPB) to work with the Secret Service 
and the Department of Homeland Security on 
data security since the CFPB is now collecting 
information on credit card transactions.   
 
Senate Committee Holds Hearing on 
CFTC Nominations 
 
Key Points: 

 Senate Committee holds hearing on the 
nominations of new CFTC Chairman and 
two Commissioners.  

 Timothy Massad, the nominee for CFTC 
Chairman voiced support for finalizing 
position limits rule and ensuring end users are 
treated appropriately.  

 
On March 6, the Senate Agriculture Committee 
held a hearing to consider the nominations of 
Timothy Massad to be Chairman of the 
Commodity Futures Trading Commission 
(CFTC), Sharon Bowen to be a Commissioner 
of the CFTC, and J. Christopher Giancarlo to 
be a Commissioner of the CFTC. Chairwoman 

Debbie Stabenow (D-MI) noted that the CFTC 
has much more responsibility than it had even 
a few years ago, but with very limited resources. 
She suggested that the agency needs to 
harmonize its regulations with regulators 
around the world, and balance between moving 
forward with strong reform and being sensitive 
to different regulatory approaches and 
timelines for reform. Committee Members 
present noted the importance of end user 
exemptions and asked for a commitment from 
the nominees to ensure that the needs of end 
users are addressed. Massad stated that he will 
ensure that the needs of stakeholders are heard 
and he will work with the Senate Agriculture 
Committee on making sure end user concerns 
are met. Several Committee members discussed 
position limits and “excessive speculation.” 
Massad agreed that speculators play a role in 
the markets. He stated that it is important for 
the CFTC to finalize the position limits rule 
because it is an important tool. Giancarlo stated 
that along with margin on uncleared swaps, 
position limits are an important rule to finalize. 
He stated that it is incumbent upon the CFTC 
to review the comments and “get this right.”  
 
Upcoming Hearings and Events 
 
March 11 
Capital Regulations for Insurers: The Senate 
Banking Committee’s Subcommittee on 
Financial Institutions and Consumer Protection 
will hold a hearing entitled: “Finding the Right 
Capital Regulations for Insurers”. Witnesses to 
testify include: Senator Susan Collins (R-ME); 
Michael Mahaffey, Chief Risk Officer, 
Nationwide Insurance; Virginia Wilson, Chief 
Financial Officer, TIAA-CREF; H. Rodgin 
Cohen, Senior Chairman, Sullivan & Cromwell 
LLP; and Aaron Klein, Director, Financial 
Regulatory Reform Initiative, Bipartisan Policy 
Center. 
 

http://www.williamsandjensen.com/
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March 12 
State of U.S. Retirement Security: The 
Senate Banking Committee’s Subcommittee on 
Economic Policy will hold a hearing entitled 
“The State of U.S. Retirement Security: Can the 
Middle Class Afford to Retire?”. Witnesses to 
testify include: Ted Wheeler, Treasurer, State of 
Oregon; Dr. Monique Morrissey, Economist, 
Economic Policy Institute; Robert Hiltonsmith, 
Policy Analyst, Demos; and Kristi Mitchem, 
Executive Vice President, State Street Global 
Advisors, and Head of the Americas 
Institutional Client Group. 
 
Update on Superstorm Sandy Recovery: 
The Senate Banking Committee’s 
Subcommittee on Housing, Transportation, 
and Community Development will hold a 
hearing entitled: “Superstorm Sandy Recovery: 
Ensuring Strong Coordination among Federal, 
State, and Local Stakeholders”. Shaun 
Donovan, Secretary, Department of Housing 
and Urban Development, is to testify. 
 
Federal Reserve Oversight: The House 
Financial Services Committee’s Subcommittee 
on Monetary Policy and Trade will hold a 
hearing entitled “Federal Reserve Oversight: 
Examining the Central Bank’s Role in Credit 
Allocation” 
 
March 13 
HUD Budget: The House Appropriations 
Committee’s Transportation, Housing and 
Urban Development, and Related Agencies 
Subcommittee will hold a hearing on the 
Department of Housing and Urban 
Development budget. Shaun Donovan, 
Secretary, Department of Housing and Urban 
Development, is to testify. 
 
Hearing on Federal Reserve, HUD and 
NCUA Nominations: The Senate Banking 
Committee will hold a hearing on the following 

nominations: Dr. Stanley Fischer, of New 
York, to be a Member and Vice Chairman of 
the Board of Governors of the Federal Reserve 
System; Jerome Powell, of Maryland, to be a 
Member of the Board of Governors of the 
Federal Reserve System; Lael Brainard, of the 
District of Columbia, to be a Member of the 
Board of Governors of the Federal Reserve 
System; Gustavo Velasquez Aguilar, of the 
District of Columbia, to be an Assistant 
Secretary of the Department of Housing and 
Urban Development; and J. Mark McWatters, 
of Texas, to be a Member of the National 
Credit Union Administration Board. 
 
March 26 
SEC Roundtable on Cybersecurity: The 
Securities and Exchange Commission (SEC) 
will hold a roundtable “to discuss cybersecurity 
and the issues and challenges it raises for 
market participants and public companies, and 
how they are addressing those concerns.”  
 
April 3 
CFTC Roundtable on End-Users: The 
Commodity Futures Trading Commission 
(CFTC) staff will hold a roundtable “to discuss 
issues concerning end-users” and the Dodd-
Frank Act. The roundtable will consist of three 
panels, “discussing 1) the obligations of end-
users under Regulation 1.35 concerning 
recordkeeping for commodity interest and 
related cash or forward transactions; 2) the 
appropriate regulatory treatment of forward 
contracts with embedded volumetric 
optionality; and 3) the appropriate regulatory 
treatment for purposes of the $25 million 
(special entity) de minimis threshold for swap 
dealing to government-owned electric utilities.” 
 
April 10 
SEC Advisory Meeting: The Securities and 
Exchange Commission’s (SEC) Investor 
Advisory Committee will hold a meeting that 

http://www.williamsandjensen.com/
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could include a discussion on crowdfunding, 
proxy impartiality, and decimalization. 
 
For more information about financial services issues you 
may email or call Joel Oswald at 202-659-8201. Eric 
Robins, Rebecca Konst, and Alex Barcham contributed 
to the articles. 
 
ENERGY AND ENVIRONMENT  
 
House Approves Energy Legislation 
 
Key Points: 

 The House floor agenda focused on energy 
policy this week. 

 Two bills approved by the House, the 
“Electricity Security and Affordability Act”; 
and the “Responsibly And Professionally 
Invigorating Development Act of 2013”, face 
veto threats from the White House and are 
unlikely to advance in the Senate.   

 
Legislation on Truck Transportation of 
Propane:  
 
On March 4, the House approved, by voice 
vote, the “Home Heating Assistance Through 
Emergency Transportation Act” (H.R. 4076), 
which “[d]eclares that a covered emergency 
exemption from federal motor carrier safety 
regulations issued by the Federal Motor Carrier 
Safety Administration (FMCSA) shall remain in 
effect until May 31, 2014, unless the Secretary 
of Transportation (DOT) determines that the 
[propane supply] emergency…ends before that 
date.” The legislation would extend the waiver 
of hours of service rules for drivers delivering 
propane supplies, and responds to the 
shortages experienced in many parts of the 
country this winter.    
 
The “Electricity Security and Affordability 
Act”: 
 

The House voted on March 6, by a 229-183 
vote, to approve the “Electricity Security and 
Affordability Act” (H.R. 3826). The legislation 
would block the Environmental Protection 
Agency (EPA) from advancing regulations to 
curtail greenhouse gas (GHG) emission from 
electric generating plants. It would prohibit the 
EPA “from setting a standard based on the 
best system of emission reduction for new 
sources within the coal category unless it has 
been achieved on average for at least one 
continuous 12-month period…by each of at 
least 6 units within the category.” The 
legislation also “[p]recludes from taking effect, 
unless a federal law is enacted specifying an 
effective date, any EPA rule or guideline that: 
(1) establishes any performance standard for 
greenhouse gas emissions from a modified or 
reconstructed source that is a fossil fuel-fired 
electric utility generating unit, or (2) applies to 
greenhouse gas emissions from such an existing 
source.”  
 
The EPA is working to finalize regulations 
limiting GHG emissions from new electric-
generating facilities. The proposed rule, issued 
on September 20, 2013, would essentially ban 
construction of new coal-fired power plants 
that do not incorporate carbon capture and 
storage technology. A Presidential 
Memorandum, issued on June, 25, 2013 also 
directs the EPA Administrator to: issue a 
proposed rule targeting the GHG emissions of 
existing power plants by June 1, 2014; and issue 
a final rule on existing power plants by June 1, 
2015.       
 
During floor debate on H.R. 3826, House 
Energy and Power Subcommittee Chairman Ed 
Whitfield (R-KY) warned that under the EPA’s 
proposed regulations “it would be impossible 
to build a new coal-powered plant…” in the 
United States.    
 

http://www.williamsandjensen.com/
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The Administration issued a Statement of 
Administration Policy threatening a veto of the 
legislation. It warned that H.R. 3826 would 
“nullify proposed carbon pollution standards 
for future power plants, and arbitrarily restrict 
the available technologies that could be 
considered for any new standards…[and] 
would undermine regulatory certainty and 
prevent timely action on standards for the 
power sector – the largest source of carbon 
pollution in the country.” 
 
Legislation to Streamline the Energy and 
Infrastructure Approval Process: 
 
The House also passed, by a 229-179 vote, the 
“Responsibly And Professionally Invigorating 
Development Act of 2013” (H.R. 2641), which 
would “provide for improved coordination of 
agency actions in the preparation and adoption 
of environmental documents for permitting 
determinations…” As described in a press 
release issued by the bill’s sponsor, 
Representative Tom Marino (R-PA), the 
legislation would “streamline the current permit 
approval process for energy, infrastructure, and 
other construction projects by setting hard 
deadlines, cracking down on prolonged 
lawsuits, and consolidating agency management 
of the approval process from start to finish.” 
The Administration also issued a Statement of 
Administration Policy threatening a veto of 
H.R. 2641, arguing that it “will lead to more 
confusion and delay [and] limit public 
participation in the permitting process…”     
 
House Panel Examines Fuel Supply and 
Infrastructure Issues 
 
Key Points: 

 The Energy and Power Subcommittee heard 
from the EIA Administrator, industry 
representatives and other witnesses regarding 

challenges and opportunities for construction of 
energy infrastructure.  

 Members raised concerns regarding this 
winter’s propane supply shortage. The head of 
the National Propane Gas Association said 
that his organization would be making policy 
recommendations intended to avert future 
supply disruptions.   

 
On Thursday, the House Energy and 
Commerce Committee’s Energy and Power 
Subcommittee held a hearing titled “Benefits of 
and Challenges to Energy Access in the 21st 
Century: Fuel Supply and Infrastructure.” The 
Subcommittee heard testimony from the 
Administrator of the Energy Information 
Administration (EIA), along with 
representatives of the propane, oil pipeline, 
natural gas pipeline, railroad and trucking 
industries. Also testifying were representatives 
of the organizations Ceres and the World 
Resources Institute.   
 
Several Members raised the winter’s propane 
shortage, which EIA Administrator Adam 
Sieminski described as resulting from “[c]old 
temperatures…[and] late fall consumption of 
propane to dry a large and wet corn crop.” 
National Propane Gas Association (NPGA) 
President Richard Roldan told the 
Subcommittee that the NPGA is developing 
policy recommendations in response to this 
winter’s supply shortage that he suggested 
would include: regulation of propane exports; 
enhanced FERC regulation of liquid pipeline 
service; and increased transparency.  
 
Subcommittee Chairman Ed Whitfield (R-KY) 
asked about the rail transportation of crude oil, 
including whether Bakken crude is more 
volatile than other types of crude oil. Full 
Committee Ranking Member Henry Waxman 
(D-CA) focused his questions on the issue of 
natural gas flaring at oil wells, reiterating his call 

http://www.williamsandjensen.com/
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http://www.whitehouse.gov/sites/default/files/omb/legislative/sap/113/saphr2641r_20140305.pdf
http://energycommerce.house.gov/hearing/benefits-and-challenges-energy-access-21st-century-fuel-supply-and-infrastructure


Williams & Jensen – Washington Update March 7, 2014 
   

  
 

 
Williams & Jensen, PLLC 

701 8th Street, N.W. Suite 500 Washington, D.C. 20001 
Telephone: (202) 659-8201 Fax: (202) 659-5249 

www.williamsandjensen.com 
 

Page 13 of 35 

for the Subcommittee to hold a hearing on the 
topic.   
 
Other issues discussed during the hearing 
included: propane storage; the Keystone XL 
Pipeline; the railroad industry’s voluntary 
agreement with the Department of 
Transportation on crude oil transportation 
safety; and fugitive methane emissions.             
 
FY 2015 Budget Proposal: Energy and 
Environment 
 
Key Point: 

 The President’s Fiscal Year 2015 budget 
proposal focuses on the Administration’s 
priorities of expanding renewable energy use 
and reducing greenhouse gas emissions.   

 
On March 4, the Obama Administration 
released its Fiscal Year 2015 Budget. The 
proposal provides the Administration’s views 
on funding and policy as Congress processes 
the annual appropriations bills that will 
ultimately set discretionary spending levels for 
the upcoming fiscal year. The Budget 
emphasizes abiding Obama Administration 
interests in promoting renewable energy and 
reducing greenhouse gas emissions.   
 
The budget proposals for the following key 
agencies describe the Administration’s policy 
priorities for energy and environment programs 
for Fiscal Year 2015.   
 
The Department of Energy budget: 

 Overall: Proposes $27.9 billion in 
spending for the Department of Energy 
(DOE), including: $11.7 billion for 
nuclear security; $5 billion for the 
Office of Science; and $2.3 billion for 
the Office of Energy Efficiency and 
Renewable Energy. The budget 
proposes a 2.6 percent increase in 

DOE spending over the Fiscal Year 
2014 final enacted appropriations.   

 Shale Gas: Recommends providing 
“technical assistance to States and local 
communities to help ensure that shale 
gas is developed in a safe, responsible 
way…”  

 Weatherization Assistance: Proposes 
$227 million for the Weatherization 
Assistance Program.  

 Vehicle Technology: Proposes “$359 
million in discretionary funding for 
DOE vehicle technology activities.” 
Also calls for establishing a new 
“Energy Security Trust” that would 
“provide a reliable stream of mandatory 
funding for R&D on cost-effective 
transportation alternatives utilizing 
cleaner fuels such as electricity, 
homegrown biofuels, renewable 
hydrogen, and domestically produced 
natural gas.”   

 Smart Grid: Calls for spending “$180 
million in R&D and other activities that 
will facilitate the transition from the 
current electricity delivery infrastructure 
to a Smart Grid.”     

 Critical Infrastructure Resilience: 
Would support “national resilience to 
the effects of climate change, including 
investments specifically for identifying 
and analyzing critical infrastructure 
vulnerabilities as well as funds for 
grants to support State and local level 
resilience planning…”  

 Oil and Gas Tax Incentives: 
Reiterates the Administration’s call to 
“repeal over $4 billion per year in tax 
subsidies to oil, gas, and other fossil 
fuel providers.”    

 
The Department of Interior budget: 

http://www.williamsandjensen.com/
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 Overall: Proposes $12 billion in 
spending for the Department in Fiscal 
Year 2015.   

 Renewable Energy Projects: Calls for 
“$95 million to review and permit new 
renewable energy projects on Federal 
lands and waters.” 

 Offshore Oil and Gas Oversight: 
Would provide $170 million for the 
Bureau of Ocean Energy Management 
and $205 million for the Bureau of 
Safety and Environmental 
Enforcement.   

 Oil and Gas Development on 
Federal Lands: Recommends 
increasing “discretionary and fee-based 
funding for the oil and gas program of 
the Bureau of Land Management” by 
18 percent over the Fiscal Year 2014 
final enacted appropriations. The 
proposal includes “new inspection fees 
totaling $48 million in 2015, requiring 
the onshore industry to bear a greater 
share of the cost of managing the 
program from which it benefits…”   

 
The Department of Transportation budget: 

 Overall: Proposes “$91 billion in 
discretionary and mandatory budgetary 
resources for the Department…” in 
Fiscal Year 2015.   

 Pipeline Safety: Would provide “$158 
million for a more robust, rigorous, and 
data-driven pipeline safety program to 
ensure the highest level of safety for 
America’s pipeline system.” Proposes 
to increase “funding for the State 
Pipeline Safety Grant program and 
fund…the next phase of a multi-year 
effort to increase the number of 
Federal pipeline safety inspectors.” The 
proposal also calls for improving 
“pipeline data collection, mapping 

capabilities and analysis…[and] Federal 
investigation of pipeline accidents of all 
sizes…” The budget also calls for 
expanding “public education and 
outreach.”     

 Rail Transportation of Crude Oil: 
Proposes to establish a “new fund to 
provide $40 million in discretionary 
resources to support prevention and 
response activities associated with the 
safe transportation of energy 
resources…[including] through data-
driven safety interventions, additional 
safety personnel, training and outreach, 
collaboration with other Federal 
stakeholders, and other strategies.”  

 
The Environmental Protection Agency (EPA) 
budget: 

 Overview: Proposes $7.9 billion in 
funding for the EPA in Fiscal Year 
2015.   

 Greenhouse Gas Emissions: Would 
advance “the President’s Climate 
Action Plan to reduce carbon pollution 
from power plants, vehicles and other 
sources and prepare the Nation for the 
unavoidable impacts of climate 
change.”   

 Great Lakes and Chesapeake Bay: 
Proposes $275 million for the Great 
Lakes Restoration Initiative and $16 
million “to support State partners in 
implementing plans to reduce nutrient 
and sediment pollution” in the 
Chesapeake Bay.    

 
Upcoming Hearings and Events 
 
March 12 
Carbon Capture and Storage: The House 
Science, Space, and Technology Committee’s 
Energy Subcommittee and Environment 
Subcommittee will hold a joint hearing titled 

http://www.williamsandjensen.com/
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“Science of Capture and Storage: 
Understanding EPA’s Carbon Rules.   
 
Chemical Safety: The House Energy and 
Commerce Committee’s Environment and the 
Economy Subcommittee will hold a hearing on 
the “Chemicals in Commerce Act”.    
 
Alaska Native Subsistence Legislation: The 
Natural Resources Committee’s Indian and 
Alaska Native Affairs Subcommittee will hold a 
hearing on “The Alaska Native Subsistence Co-
Management Demonstration Act of 2014”.     
 
For more information about energy and environment 
issues you may email or call Frank Vlossak at 202-
659-8201. Updates on energy and environment issues 
are available during the week on twitter. 
 
DEFENSE 
 
DOD Requests Slightly Smaller Base 
Budget For FY 2015  
 
Key Points: 

 DOD requests .4% less than FY 2014 for its 
base budget and delays submitting a budget of 
Overseas Contingency Operations accounts 

 The Pentagon provides some detail on $26.4 
billion “Opportunity, Growth and Security 
Initiative,” which constitutes funding above the 
FY 2015 spending cap for defense programs  

 DOD projects $116 billion in funding above 
current spending caps between FY 2016-
2019, but, contrary to statements last week, 
this funding would not prevent a more severe 
drawdown in forces and retirement of one 
carrier strike group 

 
On March 4, the White House submitted most 
of its FY 2015 budget request (save for 
analytical and historical materials) to Congress 
and asked for a total of $1.159 trillion in 
discretionary appropriations, broken out as 

$628 billion for defense accounts (including a 
$79.4 billion Overseas Contingency Operations 
accounts “placeholder”) and $531 billion for 
nondefense programs. However, it should be 
noted that the adjusted caps for discretionary 
spending for FY 2015 are $521 billion and $492 
billion respectively and the White House is 
assuming that Congress will pass a package of 
tax reforms that would be used, in part, to fund 
a $56 billion Opportunity, Growth, and 
Security Initiative that would be split between 
defense and nondefense funding.   
 
The Administration explained that its budget 
request for FY 2015 “[p]rovides $495.6 billion 
in discretionary funding for the base budget of 
the Department of Defense (DOD) to carry 
out our national defense strategy and protect 
national security.” The DOD stated that the 
base budget request “adheres to the levels 
agreed to in the Bipartisan Budget Act of 2013 
(BBA)” and represents a .4% reduction from 
the FY 2014 enacted level of $496 billion. As 
noted above, like last year, the Administration 
included a placeholder of $79.4 billion for 
Overseas Contingency Operations (OCO) 
because deliberations are ongoing regarding 
post-2014 troop levels in Afghanistan. The 
DOD explained that “[t]he Administration 
plans to submit details of the DOD OCO 
request as a Budget amendment after making a 
determination on enduring force levels in 
Afghanistan.”  
 
For FY 2015, the DOD requested $135 billion 
for Military Personnel accounts ($731,000 less 
than FY 2014 enacted), $198.7 billion for 
Operations & Maintenance accounts ($5.9 
billion more than FY 2014 enacted), $90.4 
billion for Procurement accounts ($2.08 billion 
less than FY 2014 enacted), and $63.5 billion 
for Research, Development, Test, & Evaluation 
accounts ($728,000 more than FY 2014 
enacted). Additionally for defense activities 

http://www.williamsandjensen.com/
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funded under the Department of Energy, 
Weapons Activities would receive $8.3 billion 
($534 million more than FY 2014 enacted), 
Defense Nuclear Nonproliferation would 
receive $1.56 billion ($399 million less than FY 
2014 enacted), and Naval Reactors would 
receive $1.377 billion ($282 million more than 
FY 2014 enacted).   
 
The DOD provided some detail regarding how 
it would propose to allocate the $26.4 billion in 
“Opportunity, Growth, and Security Initiative” 
(OGS,) noting these resources would 
“accelerate modernization of key weapons 
systems, make faster progress toward restoring 
readiness lost under sequestration, and improve 
its facilities.” With respect to “[k]ey [w]eapons 
[s]ystems” that would receive additional 
funding, the DOD stated that “specific 
examples include the procurement of eight P-8, 
one E-2D, and three C-40 aircraft for the 
Navy; procurement of two H-1, one KC-130, 
and one C-12 aircraft for the Marine Corps; 
two F-35 aircraft, 10 C-130s, and 12 MQ-9 
Reapers for the Air Force; and modernization 
of the Army’s helicopter and the Air Force’s C-
130 programs.” Additionally, some OGS funds 
would be allocated for “gradually restoring 
readiness and balance…[and] expedit[ing] 
progress by supporting increased activity at 
depot maintenance facilities around the 
country; greater training support; and increased 
funding for fuel, spare parts, and transportation 
costs.” Finally, the DOD stated with respect to 
“[i]mprov[ing] DOD Facilities,” “[t]he 
Opportunity, Growth, and Security Initiative 
provides additional resources for sustainment, 
restoration, and modernization (SRM) and 
construction at hundreds of DOD installations 
that will generate jobs and reduce future costs 
to replace buildings, roads, runways, and other 
facilities.” 
 

The DOD announced a number of proposed 
program cuts as part of the budget request, 
some of which have been rumored for weeks. 
In a press release, the DOD the following cuts, 
reduction, terminations and retirements: 

 Air Force: The A-10 Warthog is being 
phased out.  The 50-year-old U-2 is 
being retired in favor of the unmanned 
Global Hawk system.  The growth of 
Predator/Reapers forces is being 
slowed, and plans for the new combat 
rescue helicopter are being reviewed. 

 Navy: The Navy will put 11 cruisers in 
long-term phased modernization.  
These ships will be placed in reduced 
operating status while they are 
modernized; they will eventually be 
returned to service with greater 
capability and a longer lifespan. The 
Navy will also re-examine its Littoral 
Combat Ship program. 

 Army: Since DOD strategy will no 
longer size the force for large and 
prolonged stability operations, the 
Army will accelerate the pace of its 
post-war drawdown, attaining a range 
of 440,000 to 450,000 Active Duty 
soldiers. To maintain a balanced force, 
the Army National Guard and Reserves 
will also draw down, reducing to 
335,000 Guardsmen and 195,000 
Reservists. The Army’s Ground 
Combat Vehicle program has been 
terminated and alternative options are 
being evaluated. Changes are also 
planned for the helicopter force. Aging 
Kiowas will be retired and replaced 
with National Guard Apaches and 
Lakotas.  In return, the National Guard 
will receive the more versatile 
Blackhawks. 

 
It should be noted that the DOD’s FY 2015 
budget request is not clear on the number of 

http://www.williamsandjensen.com/
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carrier strike groups and end-strength for the 
Army, National Guard, Army Reserves, and 
Marine Corps in the Future Years Defense 
Program (FYDP,) the five year projection of 
defense spending. The Pentagon released 
materials showing that the Army end-strength 
of the end of the FYDP (i.e. FY 2019) would 
be 420,000 and not the 440,000-450,000 troops 
touted in the budget submission. Likewise, the 
end strengths for the National Guard, 
Reserves, and Marines Corps are showed as 
being lower than in other DOD materials. 
Additionally, the DOD is projecting 10 carrier 
strike groups instead of the 11 currently in 
service. It also bears noting that the FYDP 
assumes that $116 billion in reduced spending 
caps via sequestration set for FY 2016-2019 are 
canceled or offset; however, these funds would 
apparently be sued for other programs and 
Congress would need to add additional funding 
to avoid the more significant force and carrier 
strike group reductions.  
 
Acting Deputy Secretary of Defense Christine 
Fox explained in a March 5 memorandum to 
the heads of the Army, Navy and Marine Corps 
“[e]ven though the five-year budget plan 
submitted along with the President’s budget 
request assumes $115 billion more than the 
“Budget Control Act” (BCA) caps, in its later 
years we have programmed for sequestration-
level force sizes.” She asserted that “[i]t takes 
time to plan and execute a successful 
drawdown that preserves capability in the 
process…[and] [p]ast drawdowns have reduced 
force structure too fast with too little 
planning.” Fox directed these services to plan 
as if Congress will not undo the sequestration 
and plan for lower end strength force levels 
and 10 carrier strike groups.  
 
FY 2015 DOD Budget Request Overview 
Program Acquisition Cost By Weapon System 
FY 2015 Budget Request Materials 

 
DOD Releases Four-Year Strategic 
Blueprint  
 
Key Points: 

 Pentagon details its assessment of current 
security conditions, potential program 
reductions, and plans to rebalance and 
modernize forces and weapons systems 

 The review, which is released once every four 
years, serves as the roadmap for the DOD’s 
strategic thinking 

 DOD points to specific cuts if  sequestration 
remains in place for FY 2016 and beyond 

 
On March 4, in conjunction with the release of 
the FY 2015 Department of Defense (DOD) 
budget request, the DOD also released the 
2014 Quadrennial Defense Review (QDR), 
which “seeks to adapt, reshape, and rebalance 
our military to prepare for the strategic 
challenges and opportunities we face in the 
years ahead” according to Secretary of Defense 
Chuck Hagel’s cover memorandum. Hagel 
stated that “[b]uilding on the 2012 Defense 
Strategic Guidance, the QDR prioritizes three 
strategic pillars: defending the homeland, 
building security globally by projecting U.S. 
influence and deterring aggression; and 
remaining prepared to win decisively against 
any adversary should deterrence fail.”   
 
End Strength and Force Structure 
 
Regarding the FY 2015 DOD budget request, 
the DOD asserted that it “outlines a range of 
realistic and responsible adjustments in specific 
areas the Department believes must be made in 
the near term to restore balance in the Joint 
Force.” The DOD stated that “[t]he force will 
become smaller in the next five years but will 
gradually become more modern as well, with 
readiness improving over time.” The DOD 
claimed that “[t]aking the prudent steps 
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outlined in this QDR in the near term will 
improve the Department’s ability to meet our 
national security needs should the fiscal 
outlook not improve.” The DOD cautioned 
that “[t]he longer critical decisions are delayed 
in the hope that budget caps will be raised, the 
more difficult and painful those decisions will 
be to implement, and the more damaging they 
will be to our ability to execute the strategy if 
no additional resources are made available.”  
 
The DOD explained that “[k]ey end strength 
and force structure decisions in this QDR 
include: 

 Maintaining an Air Force with global 
power projection capabilities crucial for 
this updated defense strategy. We will 
modernize next-generation Air Force 
combat equipment – including fighters 
and bombers – particularly against 
advancing modern air defense systems. 
To free resources for these programs as 
well as to preserve investments in 
critical capabilities, the Air Force will 
reduce or eliminate capacity in some 
single-mission aviation platforms. If 
sequestration-level cuts are imposed in 
FY2016 and beyond, the Air Force 
would have to retire 80 more aircraft, 
slow down purchases of the Joint Strike 
Fighter, and make other difficult 
adjustments. 

 Sustaining a world-class Army capable 
of conducting the full range of 
operations on land, including prompt 
and sustained land combat as part of 
large, multi-phase joint and 
multinational operations by maintaining 
a force structure that we can man, train, 
equip, and keep ready. To sustain this 
force, the Department will rebalance 
within the Army, across the Active, 
Guard, and Reserves. The active Army 
will reduce from its war-time high force 

of 570,000 to 440,000-450,000 Soldiers. 
The Army National Guard will 
continue its downsizing from a war-
time high of 358,000 to 335,000 
Soldiers, and the U.S. Army Reserve 
will reduce from 205,000 to 195,000 
Soldiers. If sequestration-level cuts are 
imposed in FY2016 and beyond, all 
components of the Army would be 
further reduced, with active duty end 
strength decreasing to 420,000, the 
Army National Guard drawing down to 
315,000, and the Army Reserves 
reducing to 185,000. 

 Preserving Naval capacity to build 
security globally and respond to crises. 
Through an aggressive effort to reduce 
acquisition costs and temporary ship 
lay-ups, the Navy will modernize its 
fleets of surface ships, aircraft, and 
submarines to meet 21st century 
threats. We must ensure that the fleet is 
capable of operating in every region 
and across the full spectrum of conflict. 
No new negotiations beyond 32 
Littoral Combat Ships (LCS) will go 
forward, and the Navy will submit 
alternative proposals to procure a 
capable and lethal small surface 
combatant. If sequestration-level cuts 
are imposed in FY2016 and beyond, 
the USS George Washington aircraft 
carrier would need to be retired before 
scheduled refueling and overhaul. The 
Department will have to make this 
decision, which would leave the Navy 
with ten carrier strike groups, in the 
2016 budget submission. 

 Maintaining the role of the Marine 
Corps as a vital crisis response force, 
protecting its most important 
modernization priorities and ensuring 
readiness, but planning for an end 
strength of 182,000 active Marines. 
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This end strength includes almost 900 
more Marines for the Embassy Security 
Guard program, which will protect U.S. 
interests and installations abroad. If 
sequestration-level cuts are imposed in 
FY2016 and beyond, the Marines 
would continue their drawdown to an 
end strength of 175,000.  

 
Key Capabilities 
 
The DOD explained that “[a]s the Joint Force 
rebalances so that it remains modern, capable, 
and ready, the Department will take the 
following additional steps that are consistent 
with the President’s FY2015 Budget 
submission to protect key capability areas in 
support of our strategy: 

 Cyber. We will invest in new and 
expanded cyber capabilities and forces 
to enhance our ability to conduct 
cyberspace operations and support 
military operations worldwide, to 
support Combatant Commanders as 
they plan and execute military missions, 
and to counter cyberattacks against the 
United States. 

 Missile Defense. We are increasing the 
number of Ground-Based Interceptors 
and deploying a second radar in Japan 
to provide early warning and tracking. 
We will make targeted investments in 
defensive interceptors, discrimination 
capabilities, and sensors; and we are 
studying the best location for an 
additional missile defense interceptor 
site in the United States if additional 
interceptors are needed. 

 Nuclear Deterrence. We will continue 
to invest in modernizing our essential 
nuclear delivery systems; warning, 
command and control; and, in 
collaboration with the Department of 

Energy, nuclear weapons and 
supporting infrastructure. 

 Space. We will move toward less 
complex, more affordable, more 
resilient systems and system 
architectures and pursue a multi-layered 
approach to deter attacks on space 
systems while retaining the capabilities 
to respond should deterrence fail. 

 Air/Sea. We will continue to invest in 
combat aircraft, including fighters and 
long-range strike, survivable persistent 
surveillance, resilient architectures, and 
undersea warfare to increase the Joint 
Force’s ability to counter A2/AD 
challenges. 

 Precision Strike. We will procure 
advanced air-to-surface missiles that 
will allow fighters and bombers to 
engage a wide range of targets and a 
long-range anti-ship cruise missile that 
will improve the joint ability of U.S. air 
forces to engage surface combatants in 
defended airspace. 

 Intelligence, Surveillance, and 
Reconnaissance (ISR). We will 
rebalance investments toward systems 
that are operationally responsive and 
effective in highly contested 
environments, while sustaining 
capabilities appropriate for more 
permissive environments in order to 
support global situational awareness, 
counterterrorism, and other operations. 

 Counter Terror and Special Operations. 
We will grow overall Special Operations 
Forces end strength to 69,700 
personnel, protecting our ability to 
sustain persistent, networked, 
distributed operations to defeat al 
Qa’ida, counter other emerging 
transnational threats, counter WMD, 
build the capacity of our partners, and 
support conventional operations.” 
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Hagel and Dempsey Testify on FY 2015 
Budget Request 
 
Key Points: 

 The Secretary of Defense and Chairman of the 
Joint Chiefs of Staff meet bipartisan resistance 
from both Armed Services Committees on 
proposed DOD funding above spending caps, 
$26.4 billion in extra funding for FY 2015, 
and on which programs the Pentagon will cut 
because reductions and changes to personnel 
compensation are deemed unlikely to occur 

 Members also posed questions on the 
additional $115 billion in funding above 
spending caps the DOD projects for the next 
five fiscal years and its relation to plans to 
possibly reduce the size of the Army and 
Marine Corps 

 
This week, Secretary of Defense Chuck Hagel 
and the Chairman of the Joint Chiefs of Staff 
General Martin Dempsey appeared before the 
Senate and House Armed Services Committees 
to discuss the Department of Defense’s 
(DOD) FY 2015 budget request and the 2014 
Quadrennial Defense Review (QDR.)  
 
On March 5, Hagel and Dempsey appeared 
before the Senate Armed Services Committee. 
Chairman Carl Levin (D-MI) stated that 
“Members of this Committee are well aware of 
the threats that face our military around the 
world today, from an unreliable partner in the 
president of Afghanistan to a dangerous and 
unstable situation in Ukraine, from an Al Qaida 
resurgence in Syria and Iraq to a new set of 
challenges in Asia and the Pacific Rim.” He 
said the question the Committee must address 
is “whether the resources that we’re providing 
to the DOD are adequate to enable our military 
to meet its national security missions.” Levin 
remarked that “[t]he proposal before us makes 
reductions in force structure and compensation 

that will be difficult for many to support.” He 
noted that “[i]f sequestration budget levels 
remain in effect in fiscal year 2016 and 
beyond…the [DOD] has informed us that it 
will request further reductions in end-strength, 
the retirement of the entire KC-10 tanker fleet 
and the Global Hawk Block 40 fleet, reduced 
purchases of Joint Strike Fighters and 
unmanned aerial vehicles, the inactivation of 
additional ships, reduced purchases of 
destroyers, and the elimination of an aircraft 
carrier and a carrier air wing.” Levin added that 
“the Future Years Defense Plan, the FYDP, 
assumes that the caps established in the 
Balanced Budget Act, established in law, will be 
modified and that the department will receive 
$115 billion above the statutory caps for the 
four years starting in FY 2016…[a]nd we’re 
told that the administration has proposals to 
pay for these increases, but we have not yet 
seen the details.”  
 
Ranking Member James Inhofe (R-OK) 
claimed that “[t]he recent events across the 
Middle East, Africa and, most recently, the 
Ukraine, has brought into sharp focus the 
reality that President Obama seems unwilling to 
accept, that the tide of war is not 
receding…[and] [i]nstead, U.S. national security 
is being challenged in ways we’ve never seen 
before.” He asserted that “this Administration’s 
misguided budget priorities are robbing our 
military men and women of the tools they need 
to defend the nation against growing threats.” 
Inhofe stated that “[a]t a time when our 
national intelligence experts tell us that we face 
the most diverse, complex and potentially 
damaging threats to our national security in 
history, we are poised to slash defense budgets 
by a trillion dollars during this decade.” He 
claimed that “[t]he results of these cuts have 
been devastating to our national security.” 
Inhofe stated that “[t]he Navy is at a historical 
low level of ships; the Air Force the smallest in 

http://www.williamsandjensen.com/
http://www.armed-services.senate.gov/hearings/defense-authorization-request-for-fiscal-year-2015-and-the-future-years-defense-program_03/05/2014


Williams & Jensen – Washington Update March 7, 2014 
   

  
 

 
Williams & Jensen, PLLC 

701 8th Street, N.W. Suite 500 Washington, D.C. 20001 
Telephone: (202) 659-8201 Fax: (202) 659-5249 

www.williamsandjensen.com 
 

Page 21 of 35 

history; ground forces may fall to the level 
below the beginning of World War II…[and] 
[r]eadiness levels of remaining forces are 
plummeting.”  
 
Levin asked Hagel “if Congress rejects 
[proposals to alter and limit compensation for 
military personnel], is it not true then we would 
have to find approximately $31 billion that 
those proposals provide for readiness and 
modernization, that we would have to find that 
$31 billion if we restored those cuts somewhere 
else in the budget.” Hagel responded that “it is 
true.” Levin mentioned “the FYDP, assumes 
that the statutory caps are gonna (sic) be 
modified, and that the Department will receive 
$115 billion above sequestration levels for the 
four fiscal years after FY 2015” but asserted 
that “[t]he Department told us, and the public, 
that if it gets that extra money, it would be able 
to retain 11 carriers, an active -- an Army active 
end-strength of 440,000 or 450,000, and an 
Army National Guard end-strength of 
335,000.” Levin noted that the FY 2015 DOD 
budget materials reflect smaller troop levels and 
one less carrier strike group. Hagel responded 
that “the specific reasons that we would then 
have to come back and make a decision, 
planning for the worst, planning for the reality 
of the law, which is sequestration…[b]ut if that 
top line $115 billion would be funded, then we 
would be able to have the 440,000-450,000, 
11th carrier, because these are commitments 
that have to be made in the longer term.” 
 
Senator Jack Reed (D-RI) asked Dempsey to 
“give us an idea of the assumptions and the 
risks that you contemplated” “when you were 
looking at the force structure.” Dempsey 
responded that “the way we size the forces 
against our -- what we believe to be an 
optimum amount of forward presence, 
rotational presence and surge capability from 
the homeland, measured as well against 

combatant commander war plans.” He added 
that “the force we’ve got in this budget can 
meet the requirements of the defense security 
guidance, which was the foundational 
document on which the QDR was developed.” 
Senator John McCain (R-AZ) stated that “I 
don't think it’s in dispute is that this budget will 
give us the smallest army since prior to World 
War II, the smallest Navy since some time after 
World War I, and the smallest Air Force in that 
period of time…[a]dmittedly more capable, but 
certainly the smallest.” Hagel answered that 
“[y]es, Senator…[i]f you look at just the straight 
numbers, but there’s more to it than that, as 
you know…[i]t’s capability.”  
 
At the March 6 House Armed Services 
Committee hearing, Chairman Buck McKeon 
(R-CA) stated that “while no one would argue 
that hard choices will have to be made in light 
of the budget caps, the President seems to want 
it both ways with this budget request and 
defense strategy.” He asserted that “[i]nstead of 
making the really hard choices, it delivers false 
promises…[and] [i]nstead of delivering a 
sustainable strategy, it simply adds risk to the 
existing one.” McKeon claimed that “[t]his is 
not sustainable…[a]nd this mixed message is 
not one we want to send to our all-volunteer 
force, to our allies and partners, and to our 
adversaries who would seek to test our 
resolve.” 
 
Tactical Air and Land Forces Subcommittee 
Ranking Member Loretta Sanchez (D-CA) in 
place of Ranking Member Adam Smith (D-
WA) said that “I want to thank the Chairman 
for acknowledging that this budget that we 
have in front of us or the top numbers that 
we’re seeing came from this deal that was 
struck just recently, and that the President has 
tried to -- has put forward the numbers that 
this Congress basically gave to him.” She stated 
that “[t]o his credit, he’s given us a wish list, a 
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shortfall piece there, where he’s talked about 
additional funding the Congress could put 
forward in order to make better decisions with 
respect to this defense budget.”  
 
McKeon remarked to Hagel and Dempsey that 
“[w]e’re basically going to have the [top-line] 
number that was agreed to earlier and signed 
into law, so I’m really not paying much 
attention to the $115 billion [in additional 
funding in the FYDP] and I’m not paying 
much attention to that $58 billion [in the 
Opportunity, Growth, and Security Initiative], 
because I think that’s in the realm of it would 
be wonderful, but it’s not going to happen.” He 
asked whether the Army and Marine Corps will 
be reduced to 420,000 and 175,000 troops 
respectively. Hagel claimed that “the $26 billion 
that you refer to is an additional request to try 
to buy back some of the readiness and 
modernization that we’ve lost over the last two 
years because of the huge, abrupt cuts” and 
asserted that the late date on which FY 2014 
DOD appropriations were enacted did not 
allow for sufficient time to revise the FYDP.  
 
Smith asked Hagel if the Pentagon considered 
alternatives to proposing to retire the A-10 fleet 
or mothballing 11 cruisers. Dempsey 
responded that “we’ve tried to keep the joint 
force in balance…[and] you’ll hear some think 
tanks suggest, well, get rid of a service or 
completely, you know, change the structure of 
our aviation capabilities.” He referred to a 
document showing what $1 billion in savings 
allows the DOD to buy, including “[o]n the 
modernization side, $1 billion buys 10 Joint 
Strike Fighters…or, two Littoral Combat Ships, 
or…75 P-8s…[a]nd, on the readiness side, $1 
billion pays for 12 F-16 squadrons to maintain 
readiness for a year, or three Army brigade 
combat teams readiness for a year.” 
 
 

Upcoming Hearings and Events 
 
March 11 
Transportation and NSA/Cyber Command 
Nominations: The Senate Armed Services 
Committee will hold a hearing on the 
nominations of General Paul J. Selva, USAF 
for Reappointment to the grade of General and 
to be Commander, United States 
Transportation Command; and Vice Admiral 
Michael S. Rogers, USN to be Admiral and 
Director, National Security Agency/ Chief, 
Central Security Services/ Commander, United 
States Cyber Command. 
 
SOCOM: The Senate Armed Services 
Committee will hold a hearing on the U.S. 
Special Operations Command “in review of the 
Defense Authorization Request for Fiscal Year 
2015 and the Future Years Defense Program.”  
 
March 12 
Defense Health Programs: The Senate 
Appropriations Committee’s Defense 
Subcommittee will hold a hearing on Defense 
Health Programs. 
 
Afghanistan: The Senate Armed Services 
Committee will hold a hearing entitled “The 
Situation in Afghanistan.” 
Military Space Programs: The Senate Armed 
Services Committee will hold a hearing on 
military space programs. 
 
FY 2015 Budget: The House Appropriations 
Committee’s Military Construction, Veterans 
Affairs and Related Agencies Subcommittee 
will hold a hearing on titled “Budget and 
Oversight Hearing - Installations, 
Environment, Energy and BRAC.” 
 
FY 2015 Navy Budget: The House Armed 
Services Committee will hold a hearing on the 
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Department of the Navy’s FY 2015 National 
Defense Authorization Budget Request. 
 
IT/Cyber Operations: The House Armed 
Services Committee will hold a hearing on 
information technology and cyber operations. 
 
March 13 
Afghanistan: The House Armed Services 
Committee will hold a hearing on recent 
developments in Afghanistan. 
 
FY 2015 Budget: SOCOM: The House 
Armed Services Committee will hold a hearing 
on the FY 2015 Budget request for U.S. Special 
Operations Command. 
 
FY 2015 Budget: Northern and Southern 
Command: The Senate Armed Services 
Committee will hold a hearing on the FY 2015 
Budget request for Northern and Southern 
Command. 
 
FY 2015 DOD Budget: The House 
Appropriations Committee’s Defense 
Subcommittee will hold a hearing on the FY 
2015 Budget for the Department of Defense 
with testimony from the Secretary of Defense 
Chuck Hagel, the Chairman of the Joint Chiefs 
of Staff General Martin Dempsey, and 
Undersecretary of Defense (Comptroller) 
Robert Hale. 
 
March 14 
FY 2015 Air Force Budget: The House 
Armed Services Committee will hold a hearing 
on the Department of the Air Force’s FY 2015 
National Defense Authorization Budget 
Request. 
 
CENTCOM/International Security 
Assistance Force: The House Appropriations 
Committee’s Defense Subcommittee will hold a 
closed hearing on United States Central 

Command and International Security 
Assistance Force. 
 

TBD 
Acquisition Reform: The House Armed 
Services Committee will hold a hearing titled 
“Overcoming Obstacles in Acquisition 
Reform.” 
 
Intelligence Community Contractors: The 
Senate Homeland Security and Governmental 
Affairs Committee will hold a hearing titled 
“The Intelligence Community: Keeping Watch 
Over Its Contractor Workforce.” 
 
Electromagnetic Pulse: The House 
Homeland Security Committee’s Cybersecurity, 
Infrastructure Protection, and Security 
Technologies will hold a hearing titled 
“Electromagnetic Pulse (EMP): Threat to 
Critical Infrastructure.”  
 
For more information on defense issues you may email 
or call Michael Kans at 202-659-8201. Nicole 
Ruzinski contributed to this section.  
 
HEALTH 

 
House Approves Legislation to Delay ACA 
Penalties; Will Consider SGR Fix Next 
Week 
 
Key Points: 

 Legislation would permanently repeal doc fix 
and delay the ACA’s individual mandate 

 ACA-related “Pay-fors” will be added before 
bill is brought to the Floor 

 House approved legislation to delay penalties 
against individuals who have not purchased 
health insurance 

 
Next week, the House is set to consider the 
SGR Repeal and Medicare Provider Payment 
Modernization Act (H.R. 4015). The legislation, 
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which was introduced by Representative 
Michael Burgess (R-TX), would permanently 
repeal the Medicare Sustainable Growth Rate 
(SGR) and replace it with a positive payment 
update for physicians of 0.5 percent over each 
of the next five years. Following the period of 
stable updates, payments will again be updated, 
and physicians would be able to begin earning 
additional payment adjustments for meeting 
benchmarks.  
 
While the legislation is bipartisan and 
bicameral, the revenue offsets that are expected 
to be added prior to the bill being brought to 
the House floor for consideration are expected 
to be related to provisions of the Affordable 
Care Act (ACA), which will be opposed by 
many House Democrats and will be a non-
starter in the Democratic controlled Senate. A 
provision is also expected to be added to the 
package that would delay the ACA’s individual 
health insurance mandate.  
 
Congress must take some type of action – 
either permanent or temporary, prior to April 1 
to prevent the scheduled 24 percent cut to 
Medicare payments. The alternative to a 
permanent fix remains a shorter-term 9 or 21 
month patch that would prevent cuts from 
occurring until the end of 2014 or 2015. The 
cost of this package would be significantly 
lower than permanent repeal, which is 
estimated to be over $120 billion.  
 
On March 5, the House approved legislation to 
delay the ACA’s penalties against individuals 
who do not purchase health insurance. 27 
Democrats joined nearly all Republicans in 
support of the “Suspending the Individual 
Mandate Penalty Law Equals (SIMPLE) 
Fairness Act” (H.R. 4118), which passed 250-
160. The bill was introduced by Representative 
Lynn Jenkins (R-KS). At this time, no action on 
this legislation is expected in the Senate.   

 
White House Delays Key ACA Insurance 
Provision 
 
Key Points: 

 Individuals can renew existing health plans 
that do not meet ACA coverage standards 
until October 2016 

 Administration says policy designed to mitigate 
plan cancellations 

 
The Obama Administration announced this 
week that certain consumers can continue to 
renew health plans that would have been 
canceled because they do not meet the new 
standard of insurance coverage in the 
Affordable Care Act (ACA). The change allows 
insurers in states that approve the extension to 
continue to maintain policies that fall short of 
the 10 medical coverage benefits that were 
deemed essential as part of the health reform 
law.  
 
A previous extension was granted in November 
2013 to allow individuals to keep health plans 
that would have been cancelled as a result of 
the new ACA standards. The measure was 
announced after the introduction of several 
bills, including, the “Keep Your Health Plan 
Act” (H.R. 3350), which was approved by the 
House last year. The new delay will allow 
individuals to continue renewing these plans up 
until October 1, 2016. Subsequent to the 
release, a senior Administration official was 
quoted by several media outlets as saying that 
no further “major changes” to ACA were 
anticipated for 2014 and 2015.   
 
Upcoming Hearings and Events 
 
March 11 
Health Care Access and Cost: The Senate 
Health, Education, Labor and Pensions 
Committee’s Primary Health and Aging 

http://www.williamsandjensen.com/


Williams & Jensen – Washington Update March 7, 2014 
   

  
 

 
Williams & Jensen, PLLC 

701 8th Street, N.W. Suite 500 Washington, D.C. 20001 
Telephone: (202) 659-8201 Fax: (202) 659-5249 

www.williamsandjensen.com 
 

Page 25 of 35 

Subcommittee will hold a hearing titled 
“Access and Cost: What the U.S. Health Care 
System Can Learn from Other Countries.” 
 
March 12 
Health Care Law and the Self-Employed: 
The House Small Business Committee’s 
Contracting and Workforce Subcommittee will 
hold a hearing on the health care law and its 
impact on the self-employed. 
 
March 13 
FDA Public Health Initiatives: The Senate 
Health, Education, Labor and Pensions 
Committee will hold a hearing titled 
“Protecting the Public Health: Examining 
FDA's Initiatives and Priorities.” 
 
Medicare Advantage Plans: The House 
Energy and Commerce Committee’s Health 
Subcommittee will hold a hearing titled 
“Keeping the Promise: Allowing Seniors to 
Keep Their Medicare Advantage Plans If They 
Like Them.”  
 
Health Care Provider Administration: The 
House Education and the Workforce 
Committee’s Workforce Protections 
Subcommittee will hold a hearing on the 
Protecting Health Care Providers from 
Increased Administrative Burdens Act.  
 
Biomedical Research: The House 
Appropriations Committee’s Labor, Health and 
Human Services, Education, and Related 
Agencies Subcommittee will hold an oversight 
hearing on the future of biomedical research.  
 
Health Care and Mobile Technology: The 
Brookings Institution will hold a panel 
discussion titled “The Use of Mobile 
Technology to Improve Health Care and 
Reduce Costs in China and the United States.” 
 

Cancer Research: The American Association 
for Cancer Research will hold a briefing titled 
“Making Research Count for Patients: A 
Continual Pursuit.” 
 
March 14 
Changes to Medicaid in Oregon: The 
Partnership for Medicaid will hold discussions 
titled “Oregon: Experiment to Experience,” on 
the state of Oregon's Medicaid program and 
their 2008 lottery for Medicaid coverage 
registration. 
 
March 25 
FY2015 HHS Appropriations: The House 
Appropriations Committee’s Labor, Health and 
Human Services, Education, and Related 
Agencies Subcommittee will hold hearings on 
proposed fiscal year 2015 appropriations for 
agencies, programs and activities under its 
jurisdiction 
 
TBD 
FDA Generic Drug Labeling: The House 
Energy and Commerce Committee’s Health 
Subcommittee will hold a hearing titled 
“Examining Concerns Regarding FDA’s 
Proposed Changes to Generic Drug Labeling.”  
The hearing was originally scheduled for March 
3.  
 

For more information about healthcare issues you may 
email or call Matthew Hoekstra or George Olsen at 
202-659-8201.  
 
TRANSPORTATION AND 
INFRASTRUCTURE  
 
White House Provides More Detail on 
Proposed $302 Billion Four-Year 
Reauthorization; Requests Dramatic 
Increases For Transportation Funding in 
FY 2015 
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Key Points: 

 The Administration provides more detail to its 
proposed four-year, $302 billion surface 
transportation reauthorization and details 
significant funding increases for the DOT’s 
modal administrations 

 Many of the proposed programmatic elements 
are recycled from previous budget requests 

 
On March 4, the Department of 
Transportation (DOT) requested $90.349 
billion for FY 2015, an $18.18 billion increase 
above the projected FY 2014 levels. Last week, 
the Administration released some details on its 
“$302 billion four-year surface transportation 
reauthorization proposal,” yet the budget 
materials released today do not shed much 
more light on the substance of the proposal. 
The Administration reiterated that its approach 
would “improve the operation and condition of 
the Nation’s surface transportation systems.” 
The Administration asserted that “[b]y 
targeting funding and implementing innovative 
reforms, this proposal will improve the way 
government operates, will ensure resources 
reach areas of need, and will create 
opportunities for all Americans.”  
 
However, the White House did state for the 
first time that the “$302 billion requested 
provides an $87 billion increase over the 
current authorization’s spending levels in the 
Highway Trust Fund to support four years of 
investments in our Nation’s transit systems, 
highways, and rail systems.” The 
Administration said that the proposal “will also 
expand the competitive, multi-modal grant 
program that builds on the successful TIGER 
program, and provide credit assistance through 
an enhanced Transportation Infrastructure 
Finance and Innovation Act (TIFIA) program, 
which leverages infrastructure investment and 
supports public private partnerships.” The 
Administration reiterated its claim that the 

proposal “provides sufficient funds to ensure 
the solvency of the Trust Fund during the 
proposed reauthorization period to prevent the 
cash shortfall that is projected to occur in the 
summer of 2014.” However, the 
Administration’s proposed funding mechanism 
of “$150 billion from transition revenue 
generated from progrowth tax reform” 
depends on Congress taking up and passing 
comprehensive tax reform, something that has 
not happened since 1986.  
 
Again, the Administration is proposing the 
creation a new Transportation Trust Fund 
(TTF) but unlike other past budget requests, 
details are limited. It is not clear from the 
materials released today whether, as in years 
past, the Administration is proposing that the 
TTF replace the Highway Trust Fund and also 
fund rail and other surface transportation 
activities as mandatory spending and not 
discretionary spending.”  
 
Federal Transit Administration (FTA) 
 
In its FY 2015 Budget Highlights, the DOT 
explained that with respect to FTA funding, the 
FY 2015 President’s Budget request would 
provide $17.6 billion. The FTA’s request 
includes: 

 Capital Investment Grants: The FY 
2015 President’s Budget requests $2.5 
billion to support the construction of 
major capital projects that provide new 
and expanded transit service, important 
economic benefits to communities, and 
help address existing fixed-guideway 
transit corridors that are at or near 
capacity. 

 Rapid Growth Area Transit Program: 
The FY 2015 President’s Budget 
requests $500 million for a new Bus 
Rapid Transit discretionary grant 
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program to help communities 
experiencing fast-growing populations.  

 Formula Grants: The FY 2015 
President’s Budget requests $13.9 
billion to provide grants that support 
transit capital investment, state of good 
repair, safety, planning, bus and railcar 
purchases and maintenance, transit 
operations in small and rural areas, and 
agency operations. Included in this 
account is an increase of $5.1 billion 
above FTA’s current funding level to 
support strategic “Fix-it-First” 
investments. These funds will help 
bring our Nation’s rail transit 
infrastructure into a state of good repair 
(a $3.6 billion increase) as well as 
provide new buses and related facilities 
(a $1.5 billion increase) to transit 
systems across the country. 

 Fixing And Accelerating Surface 
Transportation (Fast): The FY 2015 
President’s Budget requests $500 
million for a new competitive grant 
program that will encourage innovative 
solutions to our most pressing 
transportation challenges.  

 
Federal Highway Administration (FHWA) 
 
The DOT stated that the FY 2015 President’s 
budget request would provide the Federal 
Highway Administration (FHWA) with $49 
billion, a “$7.6 billion increase above FY 2014 
funding levels” and “reflects the 
Administration’s proposed four-year surface 
reauthorization proposal.” The FHWA request 
includes: 

 Freight Program: The President’s 
Budget requests $1.0 billion for a new 
program providing a dedicated source 
of funding to improve the delivery of 
freight projects, which will foster 
economic growth.  

 The Critical Immediate Investments 
Program (CIIP): The President’s 
Budget requests $4.9 billion as part of 
the “Fix-it-First” initiative to focus on 
the reconstruction, restoration, 
rehabilitation, preservation or safety 
improvement of existing highway 
assets.  

 National Highway Performance 
Program: The President’s Budget 
requests $22.3 billion for the 
performance-based National Highway 
Performance Program which focuses 
significant Federal resources for the 
following purposes: to support the 
condition and performance of the 
National Highway System (NHS). 

 Surface Transportation Program: The 
President’s Budget requests $10.3 
billion for the Surface Transportation 
Program (STP) which provides flexible 
funding that may be used by States and 
localities for projects to preserve and 
improve the condition and 
performance on any Federal-aid 
highway, bridges on any public road, 
transit capital projects (including 
intercity bus terminals), and bicycle and 
pedestrian facilities.  

 Congestion Mitigation and Air Quality 
Improvement Program: The President’s 
Budget requests $2.3 billion for the 
Congestion Mitigation and Air Quality 
(CMAQ) Improvement Program to 
help States, local governments, and 
private-sector sponsors reduce highway 
congestion and harmful emissions, and 
assist many areas in reaching attainment 
of the National Ambient Air Quality 
Standards (NAAQS), a strong 
environmental priority.  

 
Transportation Infrastructure Finance and 
Innovation Act (TIFIA) Program 
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The DOT stated that “[t]he President’s Budget 
requests $1 billion for the Transportation 
Infrastructure Finance and Innovation Act 
(TIFIA) Program to provide contract authority 
for grant loan subsidies and administrative 
costs to assist with financing nationally or 
regionally significant transportation projects.”  
 
Transportation Investment Generating 
Economic Recovery (TIGER) 
Discretionary Grants 
 
The FY 2015 budget request would allocate 
$1.25 billion “of mandatory funding to 
continue the TIGER program to fund 
infrastructure projects of national and regional 
significance, planning grants, and award and 
oversight expenses.” This request is notable for 
both the dramatic increase above the FY 2014 
enacted levels of $600 million and because the 
Administration is proposing that the grant 
program become mandatory spending and 
therefore apart from the annual appropriations 
process.             
 
Federal Railroad Administration (FRA) 
 
The DOT stated that the Federal Railroad 
Administration (FRA) would be allocated 
mission $5 billion in FY 2015, which is $3.4 
billion above FY 2014 enacted levels “as the 
first year of a proposed four-year $19 billion 
rail reauthorization included in the 
Administration’s $302 billion surface 
transportation legislative proposal.” The DOT 
added that “[t]he Budget proposes a dedicated 
and predictable source of funding for rail 
activities and supports the Administration’s rail 
reauthorization priorities to improve rail safety 
and invest in a National High- Performance 
Rail System. Elements of the FRA’s request 
include:  

 National High-Performance Rail 
System: The DOT stated that “[t]he 
President’s Budget request proposes 
$4.8 billion to establish a National 
High-Performance Rail System 
(NHPRS) to support current operations 
and to improve the rail system for the 
future,” which includes “two major 
activities: Current Passenger Rail 
Service, and a Rail Service 
Improvement Program.” As noted 
above, the DOT would fund these 
activities “from a proposed new Rail 
Account included in the Transportation 
Trust Fund.”  

 
Federal Aviation Administration (FAA) 
 
The DOT stated that the FY 2015 budget 
request would allocate $15.4 billion to the 
Federal Aviation Administration (FAA) to 
“support[] FAA’s current programs in the areas 
of air traffic controller and safety staffing, 
research and development…capital 
investment….[and] also advances the 
modernization of our air traffic system through 
‘NextGen.’” The DOT that the FAA’s FY 
2015 budget request is a decrease of $350 
million from the FY 2014 enacted funding 
level,” which is “attributable to the proposal to 
lower the funding level for the Grants-in-Aid 
for Airports program.” The DOT explained the 
FAA’s funding request thusly: 

 “Operations: The President’s Budget 
requests $9.75 billion for the operation, 
maintenance, communications, and 
logistical support of the air traffic 
control and air navigation systems. This 
represents an increase of 1 percent 
above the FY 2014 enacted level.” The 
DOT stated that NextGen would 
receive $774 million in the next fiscal 
year.” 
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 “Grants-in-Aid for Airports (AIP): The 
President’s Budget requests a $2.9 
billion obligation limitation for AIP, a 
decrease of $450 million from the FY 
2014 enacted level.” 

 
House Panel Examines P3s 
 
Key Points: 

 Panel on Public-Private Partnership examines 
the potential benefits and drawbacks of 
expanding the use of these arrangements as a 
means of making federal transportation funds 
go farther 

 
On March 5, the House Transportation and 
Infrastructure Committee’s Panel on Public-
Private Partnerships held a hearing entitled 
“Overview of Public-Private Partnerships for 
Highway and Transit Projects.” Topics covered 
included, but were not limited to the following: 
the value and risk of Public Private 
Partnerships (P3s), public funding for P3s, and 
the “Moving Ahead for Progress in the 21st 
Century” (MAP-21) (P.L. 112-141).  
 
Chairman John Duncan (R-TN) said the Panel 
“is investigating how P3s can accelerate the 
delivery of projects across all modes of 
infrastructure.” He noted many states and local 
governments are increasingly using P3s to 
address highway needs. He expressed concern 
for how the public sector can ensure P3s 
deliver public benefits. He emphasized the 
importance of understanding private sector 
motivations for entering P3s. Duncan called for 
an examination of how public and private 
sectors share the risk for a project. He stressed 
the important role of the federal government in 
supporting the Transportation Infrastructure 
Finance and Innovation Act (TIFIA) program, 
which stakeholders say is a critical component 
of P3s, along with Private Activity Bonds 
(PABs). 

 
Chairman Bill Shuster (R-PA) asked 
Congressional Budget Office (CBO) Assistant 
Director for Microeconomic Studies Joseph 
Kile if there is evidence of quantifiable savings 
from design-build projects. Kile said that 
design-build projects are cheaper and develop 
more quickly than projects using the traditional 
approach. He emphasized the greater 
communication between the designers and 
builders and those who maintain the project. 
He stressed that data for P3s is limited, so it is 
difficult to generalize results. Texas 
Department of Transportation (TxDOT) 
Interim Executive Director and Chief Financial 
Officer James Bass said TxDOT’s internal 
estimates showed the design-build projects 
would be delivered sooner and with some cost 
savings.  
 
Ranking Member Michael Capuano (D-MA) 
said he considered design-build a separate 
entity from P3s. He noted the traditional 
approach of design-bid-build developed 
because of past malfeasance in funding. He 
asked Kile about evidence to support CBO’s 
claim that the cost of financing a project is the 
same whether privately or publicly funded. He 
asked if there are some projects that are better 
suited for P3s. Kile said CBO looked at variety 
of projects with different amounts of financing. 
He noted private entities are expecting a return 
on investment through either the government 
making availability payments or tolls on users. 
He said the report did not compare the value 
of different types of P3 projects.  
 
MAP-21 Reauthorization Hearing On 
Transit Programs 
 
Key Points: 

 The committee with jurisdiction over transit 
programs examined MAP-21’s effect on this 
mode of travel, funding issues, the effect of new 
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regulations on rural systems, and potential 
effects on transportation projects and systems if 
the Highway Trust Fund becomes insolvent 
this summer 

 
On March 6, the Senate Banking, Housing, and 
Urban Affairs Committee held a hearing titled 
“MAP-21 Reauthorization: The Federal Role 
and Current Challenges to Public 
Transportation.”  The Committee discussed the 
impending expiration of the “Moving Ahead 
for Progress in the 21st Century” (MAP-21) 
(P.L. 112-141), focusing on the most pressing 
needs of public transportation systems and the 
potential impact on the Mass Transit Account 
of the potential insolvency of the Highway 
Trust Fund.  
 
Chairman Tim Johnson (D-SD) stated that the 
Federal Transit Administration (FTA) provides 
more than 40 percent of the capital investment 
to the nation’s transit systems. He warned that 
without Federal funds, the transit operators 
would not be able to make essential repairs and 
upgrades. He emphasized that Federal funding 
for rural systems is critical to their success 
because they lack some of the additional 
sources of funding larger urban systems have. 
He said the uncertain future of the Highway 
Trust Fund is the greatest challenge to public 
transportation providers. He stressed the both 
the Highway and Transit Accounts are unable 
to support current investment levels and that 
Congress must act to prevent a “funding 
crisis.” He expressed support for a long-term 
surface transportation reauthorization of four 
years or longer.  
 
Ranking Member Mike Crapo (R-ID) 
emphasized that new transit safety regulations 
must be tailored in such a way that they do not 
place a burden on rural and small 
transportation agencies. He said the 
unpredictability of short-term funding solutions 

provide serious challenges to transit operators 
that rely on the ability to leverage federal transit 
funding to improve their communities. He 
stressed that the most challenging aspect of 
passing a reauthorization bill will be finding a 
sustainable way to fund the Highway Trust 
Fund and its Mass Transit Account.   
 
American Public Transportation Association 
President Michael P. Melaniphy stated that 
reliable federal investment is critical to meeting 
evolving transportation uses and improving 
safety systems. He asserted that transit projects 
are catalysts for economic growth, but that 
systems are showing the strains of chronic 
underinvestment. He said there would be 
serious cuts to Federal programs if Highway 
Trust Fund shortfalls are not resolved. He 
explained that the smaller transit systems would 
be hit first, because they are most reliant on 
Federal funding.  
 
Community Transportation Association of 
America Board of Directors President and 
Prairie Hills Transit Executive Director Barbara 
K. Cline argued that “mobility is a basic right” 
that requires Federal investment paired with 
state and local support and private investment. 
She stated that rural and small communities are 
more dependent on support from Federal 
investment than larger urban centers, because 
of inconsistent state funding and strained local 
resources. She argued that the absence of a 
reauthorization bill will lead to service cuts, 
disruptions, and fare increases.  
 
Amalgamated Transit Union (ATU) 
International President Larry Hanley asserted 
that there has been a transit crisis since the 
recession, with operators trying to maintain 
service levels while funding has decreased. He 
noted that 90 percent of transit systems in the 
U.S. have raised fares and cut service, with a 
deterioration of routes served. He argued that 
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the U.S. needs to change how transit is viewed 
in the country, saying that 81 percent of 
Americans live in metropolitan areas and it is 
projected that those populations will grow by 
1/3 over the next 20 years. He said these and 
other trends require governments to create new 
plans to address the changing social landscape, 
to make long term plans and investments that 
require sustained funding.  
 
Upcoming Hearings and Events 
 
March 11 
Aviation Modernization: The House 
Transportation & Infrastructure Committee’s 
Aviation Subcommittee will hold a field hearing 
entitled “Modernizing the Aviation System: 
Leveraging the Assets of the FAA’s William J. 
Hughes Technical Center.” 
 
March 12 
MAP-21: The House Transportation & 
Infrastructure Committee’s Highways and 
Transit Subcommittee will hold a hearing 
entitled “Oversight of the U.S. Department of 
Transportation’s Implementation of MAP-21 
and FY 2015 Budget Request for Surface 
Transportation.” 
 
Superstorm Sandy: The Senate Banking, 
Housing, and Urban Affairs Committee will 
hold a hearing entitled “Superstorm Sandy: 
Ensuring Strong Coordination Among Federal, 
State, and Local Stakeholders.” 
 
For more information on transportation issues you may 
email or call Michael Kans at 202-659-8201. Nicole 
Ruzinski and Greg Frink contributed to this report.  
 
TECHNOLOGY 
 
White House Proposes A Range of IT and 
Technology Reforms In FY 2015 Budget 
 

Key Points: 

 The White House again proposes major 
changes to how the federal government uses and 
buys information technology (IT) as part of a 
larger initiative to remake government 

 The Administration releases top-line IT 
funding figures 

 
As part of the Administration’s FY 2015 
budget request, the Obama Administration 
proposed a number of technology and 
information technology (IT) reforms, some of 
which are already underway, as part of its 
“Creating a 21st Century Government” 
initiative. 
 
Creating A 21st Century Government 
 
The Administration stated that it “is working to 
deliver a 21st Century Government that is 
more effective, efficient, and supportive of 
economic growth. The President is committed 
to creating a Government that will make a 
significant, tangible, and positive difference in 
the lives of the American people and the 
economy, and to driving lasting change in how 
Government works.” Among the initiatives 
discussed, many of which are ongoing, the 
White House touched on information 
technology (IT), procurement reform, 
PortfolioStat, and data center consolidation. 
 
Delivering Smarter Information 
Technology (IT)  
 
The White House claimed that [d]uring the first 
term, the Administration made progress 
improving the delivery of IT.” The White 
House stated that “[t]he Administration is 
committed to delivering smarter IT services, 
shifting the focus of Government IT projects 
from compliance to delivering on intended 
impact and meeting user needs.” The White 
House said that “[t]he Administration will 
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begin implementing these efforts this year, and 
push further in 2015…[and] [t]o do this, we 
need the best talent working inside 
Government, the best companies working with 
Government, and the best processes in place to 
ensure accountability for delivering results for 
the American people.” The Administration 
stated that the FY 2015 budget request “funds 
technology-enabled solutions to create more 
visibility into contracting opportunities for 
small, innovative companies…[and] also funds 
BusinessUSA, a centralized, one-stop online 
platform to make it easier for businesses to 
access services such as loan programs and 
training to help them grow and hire.” 
 
PortfolioStat 
 
The White House stated that “[t]he Office of 
Management and Budget (OMB) initiated the 
PortfolioStat process, designed as a data-driven 
effort with agencies to examine IT portfolios 
and identify common areas of spending to 
decrease duplication and drive down costs.” 
The Administration claimed that “[a]s a result 
of PortfolioStat, agencies reported nearly $1.6 
billion in savings and identified more than $2.5 
billion in savings that could be achieved over 
the 2013–2015 period.” The White House 
expressed its commitment “to continuing the 
PortfolioStat process to drive further 
management improvements, save billions of 
dollars across the Federal Government, and 
improve services to Americans through the 
effective use of technology.” 
 
Expanding Federal Cloud Computing 
 
The Administration stated that “[t]he Budget 
includes investments to transform the 
Government IT portfolio through cloud 
computing, giving agencies the ability to 
purchase IT services in a utility-based model, 
paying for only the services consumed.” The 

Administration contended that “[a]s a result of 
the Administration’s Cloud First policy, Federal 
agencies adopting cloud-based IT systems are 
increasing operational efficiencies, resource 
utilization, and innovation across the 
Government.” The White House added that 
“[t]o accelerate the pace of cloud adoption, the 
Administration established the Federal Risk 
Authorization Management Program, a 
Government-wide program standardizing how 
we secure cloud solutions…[and] [t]o further 
grow the use of cloudbased services, the 
Government is working to establish a 
credential exchange system that allows citizens 
and businesses to securely access online 
services at different agencies without the need 
for multiple digital identities and passwords.” 
 
Consolidating Data Centers 
 
The White House stated that “[u]nder the 
President’s Federal Data Center Consolidation 
Initiative, the Administration is working to 
consolidate unnecessary Federal data centers 
across the Nation.” The Administration stated 
that [s]ince agencies began executing their data 
center consolidation plans in 2011, more than 
600 data centers have been closed (a complete 
listing of these can be found on Data.gov), 
leading to a net reduction in data centers for 
the first time in over a decade.” The White 
House claimed that “[c]losing these facilities 
increases agency IT efficiencies, strengthens 
our cybersecurity posture and decreases the 
Government’s energy and real estate 
footprint.” 
 
IT Funding Top-Lines 
 
On March 5, Federal Chief Information 
Officer Steven VanRoekel released a chart on 
IT spending in the FY 2015 budget request that 
breaks out by agency the $43.655 billion in 
non-Department of Defense (DOD) funding 

http://www.williamsandjensen.com/
http://www.whitehouse.gov/sites/default/files/omb/assets/egov_docs/omb_presidents_it_budget_for_fy_2015_summary_chart.pdf


Williams & Jensen – Washington Update March 7, 2014 
   

  
 

 
Williams & Jensen, PLLC 

701 8th Street, N.W. Suite 500 Washington, D.C. 20001 
Telephone: (202) 659-8201 Fax: (202) 659-5249 

www.williamsandjensen.com 
 

Page 33 of 35 

and $35.37 billion in DOD funding. The FY 
2015 DOD budget for IT represents a 6.04% 
decrease (i.e. $2.275 billion less than FY 2014 
enacted) from FY 2014 and the non-DOD IT 
budget request is a .23% decrease (i.e. $99 
million less than FY 2014 enacted.) Those 
agencies with increased IT funding requests 
are: the U.S. Army Corps of Engineers ($180 
million more than FY 2014 enacted), the 
Department of Commerce ($100 million more 
than FY 2014 enacted), the Department of 
Veterans Affairs ($180 million more than FY 
2014 enacted,) and the Department of the 
Treasury ($468 million more than FY 2014 
enacted.) Additionally, other than the DOD, 
the following agencies are requesting less IT 
funding: Social Security Administration ($129 
million less than FY 2014 enacted) and the 
Department of Health and Human Services 
($968 million less than FY 2014 enacted.) 
 
Cybercriminals Hearing 
 
Key Points: 

 A new committee examines the issues raised by 
the recent string of retail data breaches from the 
perspective of whether current technology and 
standards are impeding cyber-criminals 

 A range of solutions were discussed, including 
stronger passwords, chip and pin, and 
cybersecurity standards 

 
On March 6, the House Science, Space, and 
Technology Committee’s Oversight and 
Research and Technology Subcommittees held 
a joint hearing entitled “Can Technology 
Protect Americans from International 
Cybercriminals?” Topics covered included, but 
were not limited to: deployment of new 
innovations; federal legislation and regulation; 
origination point; cybersecurity compliance; 
and medical data security.   
 

Oversight Subcommittee Chairman Paul Broun 
(R-GA) noted that in 2013, 823 million records 
were exposed and the majority of breaches 
were in retail businesses and health care, 
followed by government, academic, and 
financial institutions. He expressed concern 
that health care insurance providers were 
subjected to 43 percent of attacks in 2013 and 
noted the implication that people’s privacy is 
being violated. He noted losses from retail 
credit card and debit card breaches continue to 
decline and emphasized the ongoing efforts of 
the private sector and government to counter 
these attacks.  
 
Oversight Subcommittee Ranking Member 
Dan Maffei (D-NY) noted that “last year alone, 
half a billion records of personally identifiable 
information…were leaked through data 
breaches according to an IBM cyber-threat 
report.” He stressed that data breaches affect 
all Americans and jeopardize national and 
economic security. He said there is no “silver 
bullet” to prevent cyber-threats and called for a 
multi-pronged response including corporate 
awareness, federal policies, implementation of 
security standards, and employee and consumer 
training.  
 
Research and Technology Subcommittee 
Chairman Larry Buschon (R-IN) said many 
Americans have experienced data breaches and 
the recent national retail breaches show that 
consumers are threatened by this growing 
problem. He noted a recent poll in Defense News 
which stated “leaders in national security 
policy, the military, congressional staff, and the 
defense industry believe cybersecurity is the top 
threat to our national security.”  
 
Research and Technology Subcommittee 
Ranking Member Dan Lipinski (D-IL) said that 
reducing risk and improving security will 
require a collective effort of both the Federal 
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Government and the private sector. He 
emphasized the need to educate individuals on 
cyber technologies and proper security 
standards. 
 
National Institute of Standards and Technology 
(NIST) Information Technology Laboratory 
Director Dr. Charles H. Romine said cyber 
theft “can occur at a scale unlike physical 
crimes.” He noted a strong reliance on 
preventative security controls because the 
speed of the crimes makes them difficult to 
intercept. He emphasized NIST’s collaborative 
partnerships with stakeholders in industry, 
government, academia, standards bodies, 
consortia, and international partners.  
 
Payment Card Industry Security Standards 
Council (PCI SSC), LLC General Manager Bob 
Russo said PCI SSC “is an excellent example of 
effective industry collaboration to develop 
private sector standards.” He emphasized that a 
healthy economy requires people to trust that 
businesses are protecting payment card data. 
He noted PCI’s development of data security 
standards that are regularly updated based on 
feedback from the PCI’s global membership 
community. He expressed support for 
Europay, MasterCard and Visa (EMV) chips 
because they are “an extremely effective 
method” for reducing fraud.  
 
Smart Card Alliance Executive Director Randy 
Vanderhoof expressed support for the wide 
adoption of EMV chip cards in the U.S. and 
use of smart cards. He noted EMV chip cards 
are already widely used in other countries. He 
said major credit card companies in the U.S. 
have a target date of October 2015 for both 
card issuers and merchants to implement EMV 
chip card technology. He noted that after the 
target date, the responsibility for any fraud will 
shift to the party using the least secure 

technology, providing an incentive for issuers 
and merchants to upgrade.  
 
Center for Democracy & Technology 
Consumer Privacy Director Justin Brookman 
said data breaches impose substantial financial 
costs on businesses and consumers and noted a 
2013 Poneman Institute Study which found 
that “the average cost that a U.S. company 
incurs as a result of a data breach is $5.4 million 
per incident.” He stressed that those 
consumers whose data has been stolen 
experience an increased risk for identity theft 
and spam and phishing attacks. He expressed 
concern for businesses’ increasing collection of 
consumer data and the promise of “Big Data.” 
He expressed support for a federal policy to 
incentivize companies and government bodies 
to use sufficient security measures and 
minimize their holdings of unnecessary 
consumer data.  
 
Upcoming Hearings and Events 
 
March 12 
Management/Efficiency:  The Senate 
Committee on Homeland Security will hold a 
hearing entitled “Management Matters: 
Creating a 21st Century Government.” 
 
Satellite Television Act: The House Energy 
& Commerce Committee will hold a hearing 
entitled “Reauthorization of the Satellite 
Television Extension and Localism Act.” 
 
Internet Sales Tax: The House Judiciary 
Committee will hold a hearing entitled 
“Exploring Alternative Solutions on the 
Internet Sales Tax Issue.” 
 
For more information on technology issues you may 
email or call Michael Kans at 202-659-8201. Nicole 
Ruzinski contributed to this report. 
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This Week in Congress was written by Laura 
Simmons.  
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