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TAXES 
 
Camp Releases Comprehensive Tax 
Reform Draft Legislation 
 
Key Points: 
 

 Ways and Means Chairman Dave Camp (R-
MI) released his comprehensive discussion 
draft, prompting interest among a multitude of 
industries 

 Tax analysts reserve judgment om the draft 
while they take time to digest the sweeping 
changes made throughout the tax code 

 

This Week in Congress 

 House –The House passed the “Consumer Financial Protection and Soundness 
Improvement Act of 2013” (H.R. 3193); the “All Economic Regulations are 
Transparent Act of 2014” (H.R. 2804); the “Private Property Rights Protection 
Act” (H.R. 1944); the “Unlocking Consumer Choice and Wireless Competition 
Act” (H.R. 1123), and the “Federal Information Technology Acquisition Reform 
Act” (FITARA) (H.R. 1232). 

 Senate – The Senate passed the “National Integrated Drought Information System 
Reauthorization Act” (H.R. 2431). The motion to waive all budgetary points of order 
for the “Comprehensive Veterans Health and Benefits and Military Retirement 
Pay Restoration Act of 2014” (S.1982) was rejected by a 56-41 vote.  

 
Next Week in Congress 

 House – The House is expected to consider the “Homeowner Flood Insurance 
Affordability Act” as amended (H.R. 3370) on the Suspension Calendar, the 
“Suspending the Individual Mandate Penalty Law Equals Fairness Act” (H.R. 
4118), and the “Electricity Security and Affordability Act” (H.R. 3826.) The House 
will also consider the “Responsibly and Professionally Invigorating Development 
Act of 2013” (H.R. 2641); the “Electricity Security and Affordability Act” (H.R. 
3826); and the “Preventing Government Waste and Protecting Coal Mining Jobs 
in America” (H.R. 2824) pursuant to a rule.  The “Home Heating Emergency 
Assistance Through Transportation (HHEATT) Act of 2014” (H.R. 4076); the 
“Energy Efficiency Improvement Act of 2014” (H.R. 2126); and the “North Fork 
Watershed Protection Act” (H.R. 2259) are expected to be considered under 
suspension of the rules.  

 Senate –The Senate is expected to vote on the motion to proceed to the “Child Care 
and Development Block Grant Act” (S. 1086). 
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On February 26, House Ways and Means 
Committee Chairman Dave Camp (R-MI) 
released his long anticipated comprehensive tax 
reform draft legislation.  The draft legislation 
would repeal approximately 228 sections of the 
tax code and alter many others on both the 
individual and corporate codes.  According to 
the Joint Committee on Taxation’s (JCT) static 
scoring of the proposal, it will raise revenue by 
a net total of $3 billion over ten years. 
However, according to JCT dynamic scoring of 
the proposal, it will increase revenues relative 
to conventional revenue estimates by $50 
billion to $700 billion, depending on which 
modeling assumptions are used.  In 
conjunction with the release of the package, 
Camp published an Op-Ed in the Wall Street 
Journal making his broad case for reform citing 
specific proposals included in the draft. 
 
Very broadly, significant changes within the 
draft legislation are: 
 
Individual Tax Code Changes: 
 Just three tax brackets at 10 percent; 25 

percent; and 35 percent- the 10 percent 
bracket applies up to $35, 600/$71,200  and 
the 25 percent bracket applies above those 
income levels; the 35-percent rate is 
composed of an additional 10 percent 
surtax on modified adjusted gross income 
in excess of $400,000/$450,000 applied on 
top of the 25-percent rate  

 Taxes capital gains and dividends as 
ordinary income with a 40 percent 
exclusion allowed (translates to a maximum 
individual capital gains rate of 24.8 percent 
(21 percent plus the 3.8 percent tax on net 
investment income)) 

 Repeals the individual Alternative 
Minimum Tax (AMT) 

  
Corporate Tax Code Changes: 

 Top corporate tax rate reduced to 25 
percent over 5 years with a 2 percent 
reduction each year beginning in 2015 and 
eliminates the 15 percent rate on corporate 
income under $50,000  

 Repeals corporate AMT 
  
International Tax Code Changes: 
 Adopts a participation 

exemption/territorial regime whereby 95 
percent of dividends paid by a foreign 
corporation to a 10 percent or more U.S. 
corporate shareholder would be exempt 
from U.S. taxation 

 
Credits, Exemptions and Deductions 

 To pay for the above changes and broaden 
the tax base, the proposal eliminates or 
modifies a broad set of credits, exemptions 
and deductions on both the individual and 
business side 

 
In anticipation of the draft release, many 
House Republicans had expressed uncertainty 
about the scheduled unveiling.  Furthermore, 
so far the draft has been met with mixed 
reviews from the business community though 
most analysts in the field have chosen to 
reserve judgment while they take time to digest 
the complicated and sweeping changes made 

Upcoming Dates 
 
March 4: OMB’s submits top-lines for 
Administration’s FY 2015 budget 
request 
March 11: OMB submits balance of FY 
2015 budget request 
March 11: Special Election-13th 
District of Florida 
November 4, 2014: Midterm Elections 
March 2015: Debt limit suspension 
expires 
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throughout the tax code. 
 
Looking Forward: President Obama to 
Release FY 2015 Budget Next Tuesday 
 
Key Points: 
 

 President Obama will release his FY 2015 
budget proposal Tuesday, March 4  

 The White House has reported that the 
proposal will not include Chained-CPI, a 
measure that has been included in the past, but 
will include several changes to international 
tax law applicable to corporations 

 
As President Barack Obama prepares to release 
his FY 2015 budget proposal on March 4, the 
Administration has indicated that Chained- 
Consumer Price Index (CPI) is not included in 
the budget, but new proposals addressing 
international tax laws have been added. The 
White House has also indicated that the overall 
request adheres to the top line spending of 
$1.012 trillion which was set by the “Bipartisan 
Budget Act of 2013,” the deal reached by 
House Budget Committee Chairman 
Congressman Ryan (R-WI) and Senate Budget 
Committee Chairman Patty Murray (D-WA) 
last December.   
 
Chained-CPI Dropped from FY 2015 
Budget Proposal 
 
Chained-CPI is an alternative inflation index 
for calculating cost of living adjustments to 
programs like Social Security, veteran’s benefits 
and food stamps. Cost of living adjustments 
would generally be lower using chained-CPI 
versus regular CPI. The President has 
previously offered to adopt chained-CPI as part 
of a deficit-reduction package that would have 
also raised taxes, but any momentum for such a 
‘Grand Bargain’ seems to have evaporated. The 
use of chained-CPI has been in the President’s 

previous budgets, specifically his FY 2014 
request. 
 
Changes to International Tax Rules 
Reports indicate that the White House plans to 
propose changes to tax rules for U.S. 
multinational companies with operations 
overseas in an effort to cut back on tax 
avoidance and evasion of income earned 
offshore. Further, the White House is expected 
to call for a lower corporate tax rate in 
exchange for repeal of certain tax expenditures 
by targeting changes to international tax rules.  
The proposal would include a proposal to 
tighten rules for digital transactions and would 
also make it more difficult to avoid paying tax 
by using hybrid instruments to avoid income 
taxation (so-called ‘stateless income.’) 

 
House Passes Series of Bills Addressing 
501(c)(4) Treasury Regulations 

 
Key Points: 

 

▪ Along with the “Stop Targeting of Political 
Beliefs by the IRS Act of 2014,” introduced 
by Chairman Camp in January, the House 
passes two additional bills addressing the final 
Treasury regulations on 501(c)(4) 
organizations 

 
This week, the House passed three bills aimed 
at delaying the final Department of the 
Treasury regulations on 501(c)(4) organizations, 
including House Ways and Means Committee 
Chairman Dave Camp’s (R-MI) bill, “The Stop 
Targeting of Political Beliefs by the IRS Act of 
2014” (H.R. 3868,) along with two other bills, 
introduced in June 2013 by House Ways and 
Means Committee Member Peter Roskam (R-
IL.) Roskam’s bills are “The Taxpayer 
Transparency and Efficient Audit Act” (H.R. 
2530,) which would require the Internal 
Revenue Service (IRS) to provide a written 
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response to a taxpayer within thirty days of 
receiving a communication; and “The 
Protecting Taxpayers from Intrusive IRS 
Requests Act” (H.R. 2531,) which would 
prohibit the IRS from asking taxpayers 
questions regarding political or religious 
affiliation or social beliefs.  All three bills will 
head to the Senate next, where they are unlikely 
to pass. 

  
In response to Republican plans to bring this 
legislation to the floor, several campaign 
watchdog groups have continued to push 
lawmakers not to vote for the legislation, 
including Americans for Campaign Reform, the 
Brennan Center for Justice, the Campaign 
Legal Center, and Democracy 21 who all 
argued that these final Treasury regulations are 
long overdue. 
 
Permanent Subcommittee on 
Investigations Holds Hearing on Offshore 
Tax Evasion 
 
Key Points: 
 

 Senate Permanent Committee on Investigations 
Holds Hearing on Offshore Tax Evasion 

 
On February 26, the Senate Homeland Security 
and Governmental Affairs Committee’s 
Permanent Subcommittee on Investigations 
(PSI) held a hearing entitled: “Offshore Tax 
Evasion: The Effort to Collect Unpaid Taxes 
on Billions in Hidden Offshore Accounts.”  
The hearing was a follow-up to a PSI hearing 
held in 2008, which focused on the United 
Bank of Switzerland. During the hearing 
Members discussed how to end offshore tax 
evasion.   
 
Topics discussed at the hearing included: (1) 
Swiss Tax Treaty; (2) Swiss Bank Secrecy Laws; 
(3) Enforcement; (4) Credit Suisse Internal 

Investigation; (5) Travel to the U.S.; (6) 
Compliance; (7) Shell Corporations; (8) SALN; 
(9) Net New Assets; (10) Voluntary Disclosure 
Program; (11) Extradition; (12) 
Subpoenas/Summons; (13) Target Letters; and 
(14) Treaty Requests. 

 
Upcoming Tax Hearings and Events 

 
March 4 
Internet Sales Tax: The House Committee on 
Judiciary will hold a full committee hearing 
entitled “Exploring Alternative Solutions to the 
Internet Sales Tax Issue.” Witnesses for the 
hearing have not been announced. 

 
March 5 
President’s Fiscal Year 2015 Budget 
Proposal: The Senate Committee on Finance 
will hold a full committee hearing on President 
Obama’s Fiscal Year 2015 Budget Proposal, 
scheduled to be released on Tuesday, March 4. 
Scheduled witnesses include: Jacob J. Lew, 
Secretary, U.S. Department of the Treasury. 
 
President’s Fiscal Year 2015 Budget 
Proposal: The House Budget Committee will 
hold a full committee hearing on President 
Obama’s Fiscal Year 2015 Budget Proposal, 
scheduled to be released on Tuesday, March 4. 
Scheduled witnesses include: Sylvia M. Burwell, 
Director, Office of Management and Budget. 
 
March 6 
President’s Fiscal Year 2015 Budget 
Proposal: The House Committee on Ways and 
Means will hold a full committee hearing on 
President Obama’s Fiscal Year 2015 Budget 
Proposal, scheduled to be released on Tuesday, 
March 4.  The hearing will focus on the tax 
proposals contained within the proposal.  
Scheduled witnesses include: Jacob J. Lew, 
Secretary, U.S. Department of the Treasury. 
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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 
 
Federal Reserve Chair Yellen Testifies 
before Senate Committee 
 
Key Points: 

 Chairman Tim Johnson (D-SD) and Senator 
Jon Tester (D-MT) expressed concern that the 
Federal Reserve could apply bank-centric 
capital standards to insurance companies. 

 Senators Elizabeth Warren (D-MA) and 
Sherrod Brown (D-OH) raised concerns that 
the issue of “too big to fail” has not been 
resolved. 

 
The Senate Banking Committee held a hearing 
on February 27 on the Semiannual Monetary 
Policy Report to the Congress, receiving 
testimony from Federal Reserve Chair Janet 
Yellen. Ranking Member Mike Crapo (R-ID) 
stressed the need for regulators to strike an 
appropriate balance in implementing the Dodd-
Frank Act (DFA). He pointed to Volcker Rule 
implementation issues related to Trust 
Preferred Securities. He expressed concern that 
the Volcker Rule and other DFA regulations 
will push the market overseas. The hearing 
focused on monetary policy, economic 
recovery, and unemployment, but Yellen also 
faced questions regarding various regulatory 
matters such as the following.  
 

 Insurance Regulation: Chairman Tim 
Johnson and Senator Jon Tester (D-
MT) urged the Federal Reserve not to 
impose bank-centric capital standards 
on insurance companies.  Yellen stated 
the financial regulators are trying to 
craft capital and liquidity standards 
which are tailored to the risk profiles of 

insurance companies, which are 
materially different from those of 
banks. However, she noted constraints 
on the Federal Reserve’s ability to tailor 
the capital requirements on insurance 
companies because of the Collins 
Amendment. 

 Too Big to Fail: Senators Elizabeth 
Warren (D-MA) and Sherrod Brown 
(D-OH) raised concerns that the issue 
of “too big to fail” still persists in the 
market. Yellen stated that meaningful 
progress has been made in 
implementing the provisions of the 
DFA aimed at ending “too big to fail.” 
Yellen suggested that the perception of 
“too big to fail” exists may continue 
until a firm is put through an orderly 
liquidation. 

 Orderly Liquidation Authority: 
Senator Bob Corker (R-TN) 
emphasized that if the regulators use 
the single-point of entry model for 
orderly liquidation there must be 
adequate debt in the holding company. 
Yellen stated that this issue is a top 
priority. She said that the Federal 
Reserve is working with the Federal 
Deposit Insurance Corporation (FDIC) 
to ensure that holding companies hold 
enough loss-absorbing long-term debt 
to allow for an orderly resolution. 

 Supplemental Leverage Ratio: 
Senator David Vitter (R-LA) asked if 
U.S. regulators are close to finalizing a 
rule on the supplemental leverage ratio. 
Yellen stated that the supplemental 
leverage ratio is high on the Federal 
Reserve’s agenda. She noted that the 
Federal Reserve is working with other 
agencies to finalize the rule “in the not 
too distant future.” Vitter urged the 
Federal Reserve not to weaken 
provisions in the proposed rule related 
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to derivatives and repurchase 
agreements. Yellen said she expects to 
move forward with a strong proposal.  

 International Coordination: Crapo 
stressed the need to engage in cross-
border harmonization. He noted that 
after Federal Reserve issued its rule 
under Section 165, the European 
Commission asserted that it does not 
comply with international standards for 
cross-border resolutions. Yellen stated 
that the Federal Reserve is actively 
coordinating with foreign regulators to 
craft consistent regulations. She said 
that the Federal Reserve has worked to 
provide a level playing field for both 
U.S. banks and foreign banks operating 
in the U.S. She suggested that the 
Federal Reserve’s rules under Section 
165 meet this goal. Senator Richard 
Shelby (R-AL) stated that Basel III is 
expected to go into effect in 2015. He 
asked if the Federal Reserve will ensure 
that foreign banks comply with capital 
standards, to which Yellen responded 
in the affirmative. Yellen noted that 
foreign banks operating in the U.S. will 
be required to form intermediate 
holding companies. 

 
House Panel Examines Dodd-Frank 
Impact on Asset Backed Securities 
 
Key Points: 

 House panels examines impact from Volcker 
rule requirements on CLOs. 

 
On February 26, the House Financial Services 
Committee’s Capital Markets and Government 
Sponsored Enterprises Subcommittee held a 
hearing entitled: “The Dodd-Frank Act’s 
Impact on Asset-Backed Securities.” The 
hearing focused on how the collateralized loan 
obligations (CLO) market would be negatively 

impacted by the Dodd-Frank Act’s risk 
retention rule and the Volcker Rule’s 
prohibition on banks holding more than three 
percent equity in a covered fund. The 
Subcommittee also discussed Representative 
Andy Barr’s (R-KY) discussion draft legislation 
on providing an exemption to the Volcker Rule 
for existing CLOs. Barr said that there is 
bipartisan support for providing this 
exemption. He argued that forcing banks to sell 
billions of dollars of CLOs in a ‘fire-sale’ type 
scenario would be far more damaging to credit 
availability and the market as a whole than the 
“perceived problem.” Ranking Member 
Carolyn Maloney (D-NY) stressed that 
regulators have been willing to make changes 
to the Volcker Rule when unintended problems 
arise, and that they are already considering a 
potential “tweak” to the rule to provide relief 
to those holding CLOs. 
 
House May Consider Flood Insurance 
Legislation 
 
Key Points: 

 House delays consideration of flood insurance 
legislation this week; House expected to 
consider it the week of March 3. 
 

This week, the House planned to consider a 
modified version of the “Homeowner Flood 
Insurance Affordability Act” (H.R. 3370). 
However, the bill was pulled from 
consideration on the House floor this week due 
to concerns that the legislation did not have 
enough support to pass under suspension of 
the rules (which requires two-thirds of 
members to vote in favor of the bill). The bill is 
likely to be considered next week as House 
leadership seeks to modify the bill to address 
some of the concerns expressed by some 
lawmakers. The Senate bill (S.1926), approved 
on January 30 in a 67 to 32 vote. The White 
House expressed concerns about the Senate bill 
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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 
National Flood Insurance Program (NFIP), 
which is already $24 billion in debt.” 
 
House Approves Legislation to Modify the 
Governance and Funding of the Consumer 
Bureau  
 
Key Points: 

 House approves legislation addressing the 
governance and funding of the Consumer 
Financial Protection Bureau (CFPB), along 
with the data collection efforts of the CFPB.  

 Senate is unlikely to take up similar 
legislation; Administration issues veto threat. 

 
On February 27, the House approved the 
“Consumer Financial Freedom and 
Washington Accountability Act” (H.R. 3193,) 
as amended, by a vote of 232-182. Ten 
Democratic members voted for the bill and all 
Republicans present voted for the bill. This bill 
would: bring the Consumer Financial 
Protection Bureau (CFPB)—renamed the 
Financial Product Safety Commission in the 
bill—into the regular appropriations process; 
restructure the CFPB as a five-member 
Commission rather than led by a single 
director; set the rates of basic pay for the 
commission to be in accordance with the 
General Schedule of pay; require the 
commission to obtain permission before 
collecting nonpublic personal information; and 
permit the Financial Stability Oversight Council 
(FSOC) to issue a stay of, or set aside, a 
regulation of the commission if a majority of 
the FSOC members find it inconsistent with 
safety and soundness of the financial 
institutions.  
 

Amendments to this bill approved by the 
House include: 

 Impact of Consumer Bureau 
Regulations on Financial Industry: 
Representative Scott Rigell’s (R-VA) 
amendment requires an analysis by the 
CFPB on the impact of its proposed 
rule or regulation on the financial 
industry, and “an analysis of consumer 
and small business access to credit as a 
result of the regulation.” 

 Rulemaking Authority: 
Representative Ron DeSantiss’s (R-FL) 
amendment repeals “the exclusive 
rulemaking authority” of the CFPB. 

 
It is unlikely that the Senate will consider 
similar legislation. The Administration issued a 
Statement of Administration Policy on 
February 10 opposing this legislation, stating 
that it would “significantly interfere with the 
CFPB’s charge to make consumer financial 
markets operate more efficiently and 
effectively, facilitate innovation in the 
marketplace, protect consumers’ interests, and 
ensure that consumers have the information 
they need to make prudent financial decisions.” 
 
Office of Financial Research Holds 
Advisory Committee Meetings 
 
Key Point: 

 OFR Advisory Committee recommends that 
the OFR pursue a study on the insurance 
sector. 

 
On February 25, the Office of Financial 
Research (OFR) held a meeting of its Financial 
Research Advisory Committee (FRAC). The 
Committee reviewed recommendations 
adopted at the previous FRAC meeting 
(August 1, 2013) and approved additional 
recommendations from its subcommittees. The 
FRAC approved three Research Subcommittee 
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recommendations, including adding an 
accounting expert to OFR, adding forensic 
capabilities to OFR, and initiating an OFR 
study on systemic issues in the insurance 
market. The FRAC approved two Financial 
Services and Risk Management Subcommittee 
recommendations, including the increased use 
of a macroprudential stress testing and use of 
collateral mapping. The FRAC approved a 
Data Management and Technology 
Subcommittee recommendation to create an 
“ontology” for the financial research industry. 
The FRAC tabled for further discussion a 
recommendation to create a data repository 
hub.  
 
Senate Committee Holds Hearing on 
Terrorism Risk Insurance  
 
Key Points: 

 Senate Banking Committee Democrats urged 
Congress to quickly pass Terrorism Risk 
Insurance Act reauthorization legislation. 

 Senator Tom Coburn (R-ID) expressed 
support for moving to a private market system. 
Ranking Member Mike Crapo (R-ID) and 
Senator Bob Corker (R-TN) recommended 
modifying the program to protect taxpayer 
funds. 

 
On February 25, the Senate Banking 
Committee held a hearing to discuss the 
reauthorization of the Terrorism Risk 
Insurance Act (TRIA). The program is set to 
expire on December 31, 2014. A number of 
Committee Democrats, including Chairman 
Tim Johnson (D-SD) and Senators Charles 
Schumer (D-NY), Robert Menendez (D-NJ), 
Jon Tester (D-MT), and Mark Warner (D-VA,) 
expressed support for quickly reauthorizing 
TRIA in advance of its expiration. Senator 
Dean Heller (R-NV) also spoke in support of 
reauthorizing TRIA, noting its importance to 
the tourism industry in Nevada. 

 
Senator Tom Coburn (R-OK) stated that TRIA 
was intended to be a temporary program. He 
expressed support for moving to a private 
market for terrorism risk insurance. Ranking 
Member Mike Crapo (R-ID) and Senator Bob 
Corker (R-TN) stated that they are in favor of 
reauthorizing TRIA but suggested that 
revisions are needed to the thresholds and 
recoupment provisions in the program. Senator 
Elizabeth Warren (D-MA) asserted that TRIA 
should be reauthorized, but that the program 
should be modified to require an up-front fee 
on insurers, rather than collecting funds after 
an event. 
 
Senate Panel Examines Retirement Saving 
Plans 
 
Key Points: 

 Senate panel looks at alternatives to retirement 
plans, including the costs of the 
Administration’s myRA plans. 

 Senator Johnny Isakson (R-GA) raises 
concerns over the Department of Labor 
fiduciary rule. 

 
On February 26, the Senate Finance 
Committee’s Social Security, Pensions, and 
Family Policy Subcommittee held a hearing 
entitled “Retirement Savings for Low-Income 
Workers.” 
 
Chairman Sherrod Brown (D-OH,) in a 
statement noted that the “three legged stool,” 
for retirement is a concern. He called for 
expanding Social Security and for debating how 
to expand “guaranteed annuitized income that 
Social Security provides to private sector 
savings”. He cited Senator Tom Harkin’s (D-
IA) proposed “Universal, Secure, and 
Adaptable (USA) Retirement Funds Act of 
2014” (S.1979) as an example. This legislation 
would create a type of privately-run retirement 
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plan open to all employees that combines 
lifetime income benefits and pooled, 
professional management pensions with the 
portability among employers of a 401(k) plan. 
Brown stated that “access to tax preferenced 
retirement accounts must not be something 
workers receive when they cross the threshold 
into the middle class – but a tool that helps 
them start that journey.” He stated that the 
MyRA proposal “is a step in that direction.”  
 
Senator Johnny Isakson (R-GA) noted that 
costs of the retirement accounts are an issue 
and asked whether the myRA has custodial or 
administrative fees. Senior Advisor to the 
Secretary of the Treasury and Deputy Assistant 
Secretary (Tax Policy) for Retirement and 
Health Policy Mark Iwry stated that there are 
no fees or costs for the savers to pay. He stated 
that the myRA would be similar to a regular 
Roth IRA that could then be rolled over to a 
private sector Roth IRA. Vanguard Center for 
Retirement Research Principal & Director  
Stephen Utkis noted that one of the main 
issues with automatic IRAs is the 
administrative costs of serving many small 
employers. He stated that with MyRA plans 
they are interested in what it takes to serve 
many employers. He emphasized that there are 
costs to my myRAs even if there are no fees. 
 
Isakson also expressed support for Full 
Committee Ranking Member Orrin Hatch’s (R-
UT) “Secure Annuities for Employee (SAFE) 
Retirement Act of 2013” (S.1270)). He also 
expressed concern that the Department of 
Labor (DOL) proposal to redefine the term 
“fiduciary” is unilaterally seeking to over-
regulate 401k plans and IRAs. He requested 
that the DOL revisit this issue and preserve 
access to professional advice for low and 
moderate income investors. 
 
Upcoming Hearings and Events 

March 4 
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. 
 
Impact of Financial Regulation on 
International Competitiveness: The House 
Financial Services Committee’s Oversight and 
Investigations Subcommittee will hold a 
hearing entitled: “The Growth of Financial 
Regulation and its Impact on International 
Competitiveness”. 
 
Cybersecurity: The House Science, Space, and 
Technology Committee’s Subcommittee on 
Oversight and Subcommittee on Research and 
Technology will hold a joint hearing entitled: 
“Can Technology Protect Americans from 
International Cybercriminals?” Witnesses to 
testify include: Charles Romine, Director, 
Information Technology Laboratory, National 
Institute of Standards and Technology; Bob 
Russo, General Manager, Payment Card 
Industry Security Standards Council, LLC; 
Randy Vanderhoof, Executive Director, Smart 
Card Alliance; Justin Brookman, Director, 
Consumer Privacy, Center for Democracy & 
Technology; and Steven Chabinsky, Senior 
Vice President of Legal Affairs, CrowdStrike, 
Inc. and former Deputy Assistant Director, 

http://www.williamsandjensen.com/
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Federal Bureau of Investigation – Cyber 
Division. 
 
March 5 
Income Security: The Senate Aging 
Committee will hold a hearing entitled: 
“Income Security and the Elderly: Securing 
Gains made in the War on Poverty.” 
 
Data Security: The House Financial Services 
Committee’s Financial Institutions and 
Consumer Credit Subcommittee will hold a 
hearing entitled: “Data Security: Examining 
Efforts to Protect Americans’ Financial 
Information”.  
 
March 6 
CFTC Nominations: The Senate Agriculture 
Committee will hold a hearing on the following 
nominations: (1) Timothy Massad, to be 
Chairman and a Commissioner of the 
Commodity Futures Trading Commission; (2) 
Sharon Bowen, to be a Commissioner of the 
Commodity Futures Trading Commission; and 
(3) J. Christopher Giancarlo, to be a 
Commissioner of the Commodity Futures 
Trading Commission. 
 
CFTC Budget: The House Appropriations 
Committee’s Agriculture, Rural Development, 
Food and Drug Administration, and Related 
Agencies Subcommittee will hold a hearing on 
the Commodity Futures Trading Commission 
budget. CFTC Acting Chairman Mark Wetjen 
is to testify. 
 
March 6 
Challenges to Public Transportation: The 
Senate Banking Committee will hold a hearing 
entitled: “MAP-21 Reauthorization: The 
Federal Role and Current Challenges to Public 
Transportation”. Witnesses to testify include 
Gregory Hughes, Chairman, Board of Trustees, 
Utah Transit Authority and Majority Whip, 

Utah House of Representatives; Michael 
Melaniphy, President, American Public 
Transportation Association; Barbara Cline, 
President, Board of Directors, Community 
Transportation Association of America, and 
Executive Director, Prairie Hills Transit; and 
Larry Hanley, International President, 
Amalgamated Transit Union. 
 
  
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 10 
SEC Advisory Meeting: The Securities and 
Exchange Commission’s (SEC) Investor 
Advisory Committee will hold a meeting that 
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  
 
Hearing Examines Safety of 
Transportation of Crude Oil by Rail 
 
Key Points: 

 House hearing on rail safety includes a focus 
on rail transportation of crude oil. 

 Recent incidents involving crude oil rail cars 
have triggered a response from federal 
regulators, including an emergency order issued 
this week by the Department of 
Transportation.   

http://www.williamsandjensen.com/
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 Members of the Railroads, Pipelines and 
Hazardous Materials Subcommittee pressed 
PHMSA Administrator Cynthia 
Quarterman on the timeline for promulgating a 
rule addressing crude oil rail car standards.   

 
On Thursday, the House Transportation and 
Infrastructure Committee’s Railroads, Pipelines 
and Hazardous Materials Subcommittee held a 
hearing, titled “Oversight of Passenger and 
Freight Rail Safety”. While the hearing also 
addressed other topics (See: “Rail Safety 
Oversight Hearing”), much of the discussion 
focused on the safety of rail transportation of 
crude oil. Members asked about the 
Department of Transportation’s recent actions, 
including yesterday’s emergency order 
regarding crude oil testing and classification for 
rail shipment. Members also questioned 
Pipeline and Hazardous Materials Safety 
Administration (PHMSA) Administrator 
Cynthia Quarterman on the timeline for the 
rule on rail car standards. Quarterman indicated 
that the agencies are close to finishing the 
drafting process for the proposed rule. 
However, she emphasized that subsequent 
steps in the regulatory process would take, at a 
minimum, 120 days. PHMSA and the Federal 
Railroad Administration (FRA) issued an 
advanced notice of proposed rulemaking on 
tank car standards on September 6, 2013.     
 
Railroads, Pipelines, and Hazardous Materials 
Subcommittee Chairman Jeff Denham (R-CA) 
declared in his opening statement that “safety is 
and should be a priority.” He also called for 
safety standards that “are data-driven and make 
sense.”   
 
Denham asked Quarterman about the timing 
of the PHMSA and FRA rulemaking on tank 
cars. Quarterman replied that the agencies are 
“drafting the terms of a notice of proposed 
rulemaking.” She added that while the agencies 

are close to completing drafting the proposed 
rule, “there are other processes following our 
process” to publish a proposed rule.  
 
In response to a question about the emergency 
order, American Petroleum Institute (API) 
President and Chief Executive Officer Jack 
Gerard said that it “creates confusion.” He 
noted that it calls for testing of “sufficient 
frequency and quality”, but told the 
Subcommittee that “no one knows what that 
means.” He added that compliance with the 
emergency order is enforced with criminal 
penalties. When asked by Representative Lou 
Barletta (R-PA) whether API’s member 
companies have sufficient information to 
comply with the order, Gerard said that the 
“response we’ve gotten is one of confusion.” 
He added that “we need to sit down…and seek 
clarification on what exactly it is they would 
like us to do.”  
 
Representative Roger Williams (R-TX) stated 
that “industry has stepped forward” on tank car 
design. He noted that BNSF announced last 
week that it is issuing a request for proposals 
for a new tank car. American Association of 
Railroads (AAR) President and Chief Executive 
Officer Edward Hamberger responded that 
BNSF is the “origin carrier of a vast majority of 
crude” and is “stepping forward” to obtain 
safer tank cars.  
  
Representative Peter DeFazio (D-OR) asked 
National Transportation Safety Board (NSTB) 
Member Robert Sumwalt whether the tank car 
sought by BNSF addresses the concerns 
identified by NTSB. Sumwalt replied that 
“there are no specifications for those cars to 
my knowledge.”   
 
DeFazio asked Quarterman, “what is the 
earliest date…[PHMSA will issue] a final rule 
[on tank cars] so that we can have some 

http://www.williamsandjensen.com/
http://transportation.house.gov/calendar/eventsingle.aspx?EventID=369313
http://www.dot.gov/sites/dot.gov/files/docs/Emergency%20Restriction%20-%20Prohibition%20Order%20%28Docket%20DOT-OST-2014-0025%29.pdf
https://www.federalregister.gov/articles/2013/09/06/2013-21621/hazardous-materials-rail-petitions-and-recommendations-to-improve-the-safety-of-railroad-tank-car


Williams & Jensen – Washington Update February 28, 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 12 of 32 

certainty.” Quarterman began to respond by 
saying that the “DOT-111 tank car was 
designed…” DeFazio interrupted to restate his 
question: “What is the earliest date [PHMSA] 
could approve a new standard?” Quarterman 
responded that “I will get to answering your 
question.” She noted that PHMSA worked 
with AAR on its proposed tank car standard, 
but added that the agency “did not think that 
standard was adequate.” DeFazio interjected to 
say, “I’m going to reclaim my time because 
you’re not going to answer my question.” He 
emphasized that until a final rule is 
promulgated “there’s so much uncertainty.” He 
asked again, “how quickly can you have a new 
design?” Quarterman stressed that “we need to 
get this right…” She explained that “we are 
drafting the rule as we speak” and added that 
the regulatory process would take 120-days “at 
a minimum” following PHMSA and FRA’s 
work to draft the proposed rule.          
 
In concluding the hearing Denham stressed the 
need for PHMSA and FRA to advance the 
rulemaking on tank car standards. He said that 
industry needs standards before it can make 
substantial capital investments in new tank cars.   
 
Panel Discusses Natural Gas 
Developments 
 
Key Point: 

 EPA plans to release a study related to 
hydraulic fracturing and its potential impact on 
drinking water resources in December. 

 
At a February 24 panel discussion entitled: 
“Regulatory and Environmental Challenges to 
the Shale Gas Revolution” panelists 
representing industry, trade groups and 
regulators discussed the changes afoot in U.S. 
natural gas production, stemming from the 
commercial extraction of natural gas from 
unconventional sources such as shale. 

Environmental Protection Agency (EPA) 
Hydraulic Fracturing Research Coordinator 
Jeanne Briskin stated that the EPA is 
researching the impact of hydraulic fracturing 
on water resources. She noted that the EPA is 
aiming to release a report on hydraulic 
fracturing in December but before then the 
agency is trying to lean about the potential for 
how spills and waste water treatment impact 
drinking water. Briskin also noted that they are 
developing a more analytical testing method to 
interpret data on toxicity of the chemicals used 
in hydraulic fracturing.  
 
Congress directed the EPA to conduct a study 
on the impacts of hydraulic fracturing on 
drinking water in 2009. As indicated by Briskin, 
the agency expects to release a draft study late 
this year, which will cover: (1) water 
acquisition; (2) chemical mixing; (3) well 
injection; (4) flowback and produced water; and 
(5) wastewater treatment and disposal.   
 
Upcoming Hearings and Events 
 
March 3 
Hazardous Materials Rail Safety: The 
Federal Railroad Administration’s Rail Safety 
Advisory Committee’s Hazardous Materials 
Issues Working Group will hold a meeting. 
 
March 4 
Parks and Lands Legislation: The House 
Natural Resources Committee’s Public Lands 
and Environmental Regulation Subcommittee 
will hold a hearing on the following legislation: 
a bill “[t]o amend the Federal Lands Recreation 
Enhancement Act to improve consistency and 
accountability in the collection and expenditure 
of Federal recreation fees…”; the “Veterans 
Eagle Parks Pass Act” (H.R. 2743); and the 
“Wounded Veterans Recreation Act” (H.R. 
3976).    
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National Fish Hatchery System: The House 
Natural Resources Committee’s Fisheries, 
Wildlife, Oceans and Insular Affairs 
Subcommittee will hold a hearing titled 
“National Fish Hatchery System: Strategic 
Hatchery and Workforce Planning Report”.   
 
March 6 
Public Lands and Watershed Protection 
Legislation: The House Natural Resources 
Committee’s Public Lands and Environmental 
Regulation Subcommittee will hold a hearing 
on the following legislation:  “To provide for 
the continued lease or eventual conveyance of 
certain Federal land within the boundaries of 
Fort Wainwright Military Reservation in 
Fairbanks, Alaska” (H.R. 414); the “Hermosa 
Creek Watershed Protection Act of 2013” 
(H.R. 1839); the “Hinchliffe Stadium Heritage 
Act of 2013” (H.R. 2430); and the “Emigrant 
Wilderness Historical Use Preservation Act of 
2013” (H.R. 3606).   
 
Rail Safety Issues: The Federal Railroad 
Administration’s Rail Safety Advisory 
Committee will meet. “The RSAC meeting 
topics will include opening remarks from the 
FRA Administrator, and status reports will be 
provided by the Train Crew Size, Securement, 
Hazardous Material Issues, Fatigue 
Management, and Risk Reduction Working 
Groups. Status reports will also be provided by 
the Engineering Task Force.” 
 
Energy Transportation: The House Energy 
and Commerce Committee’s Energy and 
Power Subcommittee will hold a hearing that 
“will focus on the critical need for modern 
infrastructure to meet new challenges of 
increasing U.S. energy abundance, including the 
transmission, storage, and distribution of fuel 
for consumers.” According to the Committee, 
“the hearing will explore how rail, pipelines, 
and trucking play a key role in moving supplies 

to markets...[and] will also examine how 
inadequate infrastructure has contributed to 
recent regional shortages of natural gas and 
propane.”    
 
Rail Safety: The Senate Commerce 
Committee’s Surface Transportation and 
Merchant Marine Infrastructure, Safety, and 
Security Subcommittee will hold a hearing titled 
“Enhancing Our Rail Safety: Current 
Challenges for Passenger and Freight Rail”. 
The hearing “will examine the current state of 
safety on the nation’s passenger and freight rail 
networks, including discussion of recent high-
profile rail accidents, positive train control 
implementation, and other key safety 
challenges.” The hearing is expected to include 
a discussion of safety issues related to rail 
transportation of crude oil.      
 
For more information about energy and environment 
issues you may email or call Frank Vlossak at 202-
659-8201. Eric Robins contributed to this report. 
Updates on energy and environment issues are available 
during the week on twitter. 
 
DEFENSE 
 
FY 2015 Budget Request Rollout 
 
Key Points: 

 DOD previews its budget request, which 
includes $26 billion in funding above the FY 
2015 spending caps but does not include 
OCO funding request 

 DOD will request a $496 billion base budget, 
$45 billion less than projected in the FY 
2014 FYDP 

 The Secretary of Defense and the Chairman of 
the Joint Chiefs of Staff explained the 
significant reduction in Army force levels, the 
retirements of the A-10 and U-2, the 
reduction in the LCS buy, and request for 
another BRAC round 
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On February 24, Secretary of Defense Chuck 
Hagel and the Chairman of the Joint Chiefs of 
Staff General Martin Dempsey provided a 
preview of the Department of Defense’s 
(DOD) FY 2015 budget request in a press 
conference at the Pentagon.  
 
Policy Background 
Hagel contended that “[o]ur reviews made two 
new realities very clear.” He stated that “[f]irst, 
the development and proliferation of more 
advanced military technologies by other nations 
that means that we are entering an era where 
American dominance on the seas, in the skies, 
and in space can no longer be taken for 
granted.” Hagel added that [s]econd, defense 
spending is not expected to reach the levels 
projected in the five-year budget plan 
submitted by the President last year” in the 
Future Years Defense Program (FYDP.) He 
asserted that [t]his required a series of difficult 
choices.”  
 
Hagel stated that “[w]e chose further 
reductions in troop strength and force structure 
in every military service -- active and reserve -- 
in order to sustain our readiness and 
technological superiority and to protect critical 
capabilities like special operations forces and 
cyber resources.” Hagel added that “[w]e chose 
to terminate or delay some modernization 
programs to protect higher priorities in 
procurement, research and development.” He 
stated that “we chose to slow the growth of 
military compensation costs in ways that will 
preserve the quality of the all-volunteer force, 
but also free up critical funds needed for 
sustaining training, readiness and 
modernization.” 
 
Budgetary Considerations 
Hagel explained that “Congress passed the 
Bipartisan Budget Act, which provided DOD 

with some relief in this fiscal year and for FY 
2015…[and] much-needed budget certainty for 
the next fiscal year.” He asserted that “defense 
spending remains significantly below what the 
president requested in his FY 2014 budget 
request and five-year budget plan.” Hagel 
stated that “[u]nder the spending limits of the 
Bipartisan Budget Act, DOD’s budget is 
roughly $496 billion this fiscal year, or $31 
billion below what the President requested.” 
He said that “[t]he law also limits DOD’s 
spending in fiscal year 2015 to $496 billion, 
which is $45 billion less than was projected in 
the President’s budget request last year.” Hagel 
remarked that the budget framework “forces us 
to cut more than $75 billion over this two-year 
period, in addition to the $37 billion cut we 
took last year and the Budget Control Act’s 10-
year reductions of $487 billion.” He noted that 
“sequestration-level cuts remain the law for FY 
2016 and beyond.”  
 
Hagel stated that “it is clear that under these 
limits the military will still face significant 
readiness and modernization challenges next 
year.” He claimed that “[t]o close these gaps, 
the President’s budget will include an 
Opportunity, Growth and Security Initiative” 
which is “a detailed proposal” that would 
provide an additional $26 billion for the 
Defense Department in FY 2015.” Hagel stated 
that “[t]hese additional funds would be paid for 
with a balanced package of spending and tax 
reforms and would allow us to increase 
training, upgrade aircraft and weapons systems, 
and make needed repairs to our facilities.” He 
contended that “[t]he money is specifically for 
bringing unit readiness and equipment closer to 
standard after the disruptions and large 
shortfalls of the last few years…[and] I strongly 
support the President’s proposal.”  
 
Hagel said that the FY 2015 budget request’s 
FYDP “projects $115 billion more in spending 
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than sequestration levels.” He explained that 
“[t]he reason we are requesting this increase 
over sequestration levels is because the 
President and I would never recommend a 
budget that compromises our national 
security.” Hagel declared that “[c]ontinued 
sequestration cuts would compromise our 
national security both for the short and long 
term.”  
 
Department-Wide Recommendations 
Hagel said that “[w]e are paring back contract 
spending, making targeted cuts in civilian 
personnel, improving the quality of financial 
information, and taking other steps to become 
more efficient, in addition to continuing to 
implement the more than $200 billion in 
overhead cuts DOD has submitted in the last 
three budget proposals.” He stated that “DOD 
will ask Congress for another round of Base 
Realignment and Closure (BRAC) in 2017” and 
noted that “if Congress continues to 
block…[BRAC] requests, even as they slash the 
overall budget, we will have to consider every 
tool at our disposal to further reduce 
infrastructure.” 
 
Hagel said that “[b]eyond force structure and 
modernization, there is the challenge of DOD’s 
personnel costs -- civilian and military -- which 
make up about half of all defense spending.” 
He said that “[g]iven the steps already taken to 
reduce civilian personnel costs -- including a 
three-year pay freeze -- no realistic effort to 
find further significant savings can avoid 
dealing with military compensation…[which] 
includes pay and benefits for active and retired 
troops, both direct and in-kind.” Hagel said 
that for FY 2015, “we will recommend a 1 
percent raise in basic pay for military personnel, 
with the exception of general and flag officers, 
whose pay will be frozen for one year.” Hagel 
said that “we will simplify and modernize our 
TRICARE health insurance program by 

consolidating plans and adjusting deductibles 
and co-pays in ways that encourage members 
to use the most affordable means of care, such 
as military treatment facilities, preferred 
providers, and generic prescriptions.” He 
asserted that “[w]e will ask retirees and some 
active-duty family members to pay a little more 
in their deductibles and co-pays, but their 
benefits will remain affordable and generous, as 
they should be.” Hagel noted that “[w]e are 
awaiting the results of the Military 
Compensation and Retirement Modernization 
Commission, which is expected to present its 
report in February 2015…[and] will await the 
Commission’s report before pursuing reforms 
in this area.”  
 
Air Force 
Hagel noted the “recommendations seek to 
protect capabilities uniquely suited to the most 
likely missions of the future, most notably 
special operations forces used for 
counterterrorism and crisis response” including 
special operations forces, the Air Force’s “new 
bomber,” the Joint Strike Fighter, the KC-46A 
refueling tanker, and “$1 billion in a promising 
next-generation jet engine technology.” He said 
that the Air Force would “reduce the number 
of tactical air squadrons including the entire A-
10 fleet” saving “$3.5 billion over five years.” 
Hagel stated that “the Air Force will also retire 
the 50- year-old U-2 in favor of the unmanned 
Global Hawk [Block 30] system,” a reversal 
from last year’s budget request. He cautioned 
that “[i]f sequestration-level cuts are re-
imposed in 2016 and beyond, however, the Air 
Force would need to make far more significant 
cuts to force structure and modernization” 
including “retir[ing] 80 more aircraft, including 
the entire KC-10 tanker fleet and the Global 
Hawk Block 40 fleet, as well as slow down 
purchases of the Joint Strike Fighter -- resulting 
in 24 fewer F-35s purchased through fiscal year 
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2019 -- and sustain 10 fewer Predator and 
Reaper 24-hour combat air patrols.”  
 
Navy and Marine Corps 
Hagel explained that the Navy “will launch an 
aggressive and ambitious effort to reduce 
acquisitions costs and maximize resources 
available to buy and build new ships.” He said 
that the FY 2015 budget request “would also 
enable the Navy to maintain 11 carrier strike 
groups…[h]owever, we will have to make a 
final decision on the future of the George 
Washington aircraft carrier in the 2016 budget 
submission.” Hagel warned that if 
sequestration is imposed in FY 2016, then the 
USS George Washington “would need to be 
retired before her scheduled nuclear refueling 
and overhaul.” He added that “[i]n order to 
help keep its ship inventory ready and modern 
under the President’s plan, half of the Navy's 
cruiser fleet -- or 11 ships -- will be laid up and 
placed in reduced operating status while they 
are modernized and eventually returned to 
service with greater capability and a longer 
lifespan.” Hagel added that “the Navy’s fleet 
will be significantly modernized under our plan, 
which continues buying two destroyers and two 
attack submarines per year, as well as one 
additional afloat staging base.” He stated that 
“[r]egarding the Navy’s Littoral Combat Ship 
(LCS), I am concerned that the Navy is relying 
too heavily on the LCS to achieve its long-term 
goals for ship numbers…[and] [t]herefore, no 
new contract negotiations beyond 32 ships will 
go forward.” Hagel said that “at my direction, 
the Navy will submit alternative proposals to 
procure a capable and lethal small surface 
combatant, generally consistent with the 
capabilities of a frigate.” Hagel asserted that in 
FY 2016 should sequestration occur, then the 
Navy would have to retire six additional ships 
and “halt procurement of the carrier variant of 
the Joint Strike Fighter for two years.” Hagel 
stated that “if the President’s budget levels are 

sustained for the next five years, we could 
avoid additional reductions in end strength 
beyond those already planned” for the Marine 
Corps to “draw down to 182,000” total 
troops.”  
 
Army 
Hagel said that with respect to the Army, the 
planned force reduction will be more dramatic 
as “there are about 520,000 active-duty soldiers, 
which the Army had planned to reduce to 
490,000.” Hagel added that in light of the 
Strategic Choices and Management Review and 
the Quadrennial Defense Review (QDR), it was 
“determined that since we are no longer sizing 
the force for prolonged stability operations, an 
Army of this size is larger than required to meet 
the demands of our defense strategy.” Hagel 
said that “[w]e have decided to further reduce 
active-duty Army end strength to a range of 
440,000 to 450,000 soldiers.” Hagel added that 
“I have also accepted the Army’s 
recommendation to terminate the current 
Ground Combat Vehicle program and re-direct 
the funds toward developing a next-generation 
platform….[and] I have asked the leadership of 
the Army and the Marine Corps to deliver new, 
realistic visions for a vehicle modernization by 
the end of this fiscal year.” He said that the 
DOD has also “recommended Army Guard 
Apache attack helicopters be transferred to 
active-duty units…[and] [t]he active Army will 
transfer Blackhawk helicopters to the National 
Guard, where they will bolster the Guard’s 
needed capabilities in areas like disaster relief 
and emergency response.” 
 
Administration Directs DOD To Play For 
Zero Option In Afghanistan 
 
Key Points: 

 For the first time, the Obama Administration 
publicly indicates that it has begun planning 
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for the possibility that a post-2014 security 
agreement is not signed with Afghanistan 

 Absent an agreement, American and NATO 
troops set to withdraw by December 31, 2014 

 
This week, the Obama Administration began 
publicly discussing the so-called “zero option” 
as a result of what officials have portrayed as 
the difficulty in securing the signature of the 
Afghan President on the security agreement 
necessary for U.S. and NATO troops to remain 
in country after the end of the year. In media 
remarks this week, the Secretary of Defense 
and Secretary-General of NATO also stated 
that the zero option is being considered among 
a range of other possible force configurations 
and levels. These public statements coincided 
with the Meetings of NATO Ministers of 
Defence held in Brussels attended by Secretary 
of Defense Chuck Hagel to discuss the role of 
NATO nations in Afghanistan next year.    
 
On February 25, after President Barack Obama 
talked with Afghan President Hamid Karzai for 
the first time since June 2013, the White House 
issued a readout of the call, indicating for the 
first time publicly what the Administration has 
long floated as a possible outcome on post-
2014 U.S. troops levels: a full withdrawal. 
Specifically, the White House stated that 
“[w]ith regard to the Bilateral Security 
Agreement (BSA), in advance of the NATO 
Defense Ministerial, President Obama told 
President Karzai that because he has 
demonstrated that it is unlikely that he will sign 
the BSA, the United States is moving forward 
with additional contingency planning.” The 
Administration explained that “Obama has 
asked the Pentagon to ensure that it has 
adequate plans in place to accomplish an 
orderly withdrawal by the end of the year 
should the United States not keep any troops in 
Afghanistan after 2014.” The White House 
added that “should we have a BSA and a 

willing and committed partner in the Afghan 
government, a limited post-2014 mission 
focused on training, advising, and assisting 
Afghan forces and going after the remnants of 
core Al Qaeda could be in the interests of the 
United States and Afghanistan.” Consequently, 
the White House chose to “leave open the 
possibility of concluding a BSA with 
Afghanistan later this year” with the warning 
that “the longer we go without a BSA, the 
more likely it will be that any post-2014 U.S. 
mission will be smaller in scale and ambition.”  
 
Hagel issued a statement the same day, 
explaining that “[a]t President Obama's 
direction, and with my strong support, the 
Department of Defense will move ahead with 
additional contingency planning to ensure 
adequate plans are in place to accomplish an 
orderly withdrawal by the end of the year 
should the United States not keep any troops in 
Afghanistan after 2014.” On February 26, 
NATO Secretary-General Anders Fogh 
Rasmussen stated that “[i]f the BSA between 
the United States and Afghanistan is not 
signed, there will be no NATO status of forces 
agreement with Afghanistan…[a]nd if there is 
no agreement, there will be no NATO troops 
in Afghanistan after 2014.” He said “[l]et me 
stress, [full withdrawal] is not our preferred 
option.” 
 
Senate Armed Services Conducts 
Nominations Hearing 
 
Key Points: 

 Nominees to fill the top civilian positions in 
the DOD are questioned at confirmation 
hearing 

 Topics discussed include acquisition reform, the 
LCS, and reforming military compensation 
programs 

 

http://www.williamsandjensen.com/
http://www.whitehouse.gov/the-press-office/2014/02/25/readout-president-obama-s-call-president-karzai
http://www.defense.gov/releases/release.aspx?releaseid=16550


Williams & Jensen – Washington Update February 28, 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 18 of 32 

On February 25, the Senate Armed Services 
Committee held a hearing to consider the 
nominations of Robert Work to be Deputy 
Secret of Defense, Michael McCord to be 
Under Secretary of Defense (Comptroller), 
Christine Wormuth to be Under Secretary Of 
Defense For Policy, Brian McKeon to be 
Principal Deputy Under Secretary Of Defense 
For Policy, David Shear to be Assistant 
Secretary Of Defense For Asian And Pacific 
Security Affairs, and Eric Rosenbach to be 
Assistant Secretary Of Defense For Homeland 
Defense. 
 
Chairman Carl Levin (D-MI) asked Work 
about Secretary of Defense Chuck Hagel’s 
announced changes to personnel 
compensation, including a 1% pay raise for all 
uniformed personnel except general and flag 
officers, as part of the FY 2015 Department of 
Defense budget request. He asked Work to 
explain “the relationship between…those 
proposals and our need to invest in 
modernization and readiness.” Work 
responded that “[t]he rate of increase and 
personnel cost since -- especially since 2001 -- 
has been far above the rate of inflation…[and] 
[a]s a result, today, by at least all accounts, our 
servicemembers -- men and women -- are being 
compensated about 10 percent above the 
average -- their average civilian counterpart.” 
He added that Hagel is “trying to signal is that, 
we want to compensate our men and women 
for everything that they do for their nation, but 
we need to slow down the growth of personnel 
compensation so that we can spend more 
money on readiness and modernization.” 
McCord claimed that “[w]e are just trying to 
restrain the growth a little bit…[but] [t]he 
compensation of our military is about a third of 
our budget…[and] [i]ncluding military and 
civilian, it’s about half.”  
 

Ranking Member James Inhofe (R-OK) asked 
Work about his “ideas are in the near future on 
[acquisition] reform,” which he noted is a 
“problem that we’ve been talking about for 
years and years.” Work answered that “I think 
we have to take a look at the way we generate 
requirements.” He said that “I think all of us 
realize that sometimes, we overshoot the mark 
on requirements, which add costs…[a]nd all of 
the Better Business Buying approaches that 
[Under] Secretary [of Defense for Acquisitions, 
Technology, and Logistics Frank] Kendall is 
asking for, I fully endorse.” Inhofe asked 
Wormuth about the section of the 2012 
Defense Strategy Guidance in which President 
Barack Obama asserted that the U.S. has “put 
Al Qaida on a path to defeat.” Inhofe quoted 
the Director of National Intelligence James 
Clapper who characterized Al Qaida as 
“morphing and franchising.” Wormuth stated 
that “we have significantly degraded the core of 
Al Qaida…[b]ut I would certainly agree with 
Director Clapper that the broad Al Qaida 
threat has metastasized.”  
 
Senator Jack Reed (D-RI) stated that “given the 
Budget Control Act (BCA), as modified by the 
Ryan-Murray agreement,” he asked whether the 
resources provided for national defense are 
“adequate to fully carry out the [2012 Defense 
Strategy Guidance.]” Work answered that he 
“very much agree[s] with the statements of 
Secretary Hagel and Chairman Dempsey 
yesterday, who said that if we go to the full 
BCA levels from 2016 and beyond, that the 
risks will be elevated and our ability to perform 
all parts of the strategy, which I believe is a 
very coherent strategy as published in January 
2012, being able to fully implement that 
strategy would be very difficult at the BCA 
levels.” Senator John McCain (R-AZ) asked if 
“the threat of Al Qaida growing or receding.” 
Wormuth said that “I would describe it as a 
persistent threat.” McCain referenced “a 
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memorandum from Secretary Hagel to the 
Chief of Naval Operations” indicating that “no 
new contract negotiations beyond 32 Littoral 
Combat Ships will go forward.” He asked 
Work if he agreed with Hagel’s assessment. 
Work explained that his understanding is that 
“this assessment is saying is, ‘we will stop 
building the Flight Zero plus LCS at 32 ships, 
and we will consider follow-on ships, small 
combatants, a modified LCS, could be one of 
the options, a domestic or foreign design could 
be one of the options.’”  
 
SASC Reviews Strategic Command and 
Cyber Command 
 
Key Points: 

 Committee focused on affect that former NSA 
contractor Edward Snowden’s leaks may have 
had on national security, potential risks posed 
by decreasing the size of the U.S. nuclear 
arsenal, and cybersecurity issues 

 
On February 27, the Senate Armed Services 
Committee held a hearing entitled “U.S. 
Strategic Command and U.S. Cyber 
Command.” Topics discussed included but 
were not limited to: the importance of cyber 
security, deterrence, Edward Snowden 
ramifications, threats from rogue states and 
nontraditional forces, and the budget.   
 
Chairman Carl Levin (D-MI) expressed 
concern regarding the issues facing U.S. 
Strategic Command (STRATCOM) including 
nuclear deterrence, the recent cheating 
scandals, reconstituting space assets, and 
adequacy of the Department of Defense’s 
(DOD’s) future access to the communications 
spectrum. He emphasized the controversy 
experienced by the National Security Agency 
(NSA) in the last year. He expressed interest in 
testimony on the impact of the Edward 
Snowden’s leaks, NSA data collection 

programs, and the role of cyber specialist 
personnel. He stressed a need to analyze the 
Chinese campaign to steal intellectual property 
from U.S. businesses. He noted the 
Committee’s work on a report examining 
breaches into the cyber networks of defense 
contractors.  
 
Ranking Member James Inhofe (R-OK) stated 
the President’s 2010 Nuclear Posture Review 
recognized the vital role of nuclear weapons as 
a deterrent and as the best method to maintain 
strategic ability. He said one of the challenges is 
making sure the plan is carried out. He 
emphasized the President’s budget request fell 
short of the plan set in 2010. He noted that 
Department of Energy (DOE) funding for 
nuclear weapon activities is $2 billion short and 
every program is behind schedule. He called for 
insight on the Missile Defense Agency’s plans 
to enhance the homeland strategic defense 
program. He emphasized strides made by U.S. 
Cyber Command (CYBERCOM) in 
normalizing planning and capabilities. He 
expressed concern that insufficient progress 
has been made to deal with the complexity of 
threats. He said the status quo is inacceptable 
and evidence shows that U.S. enemies are 
paying attention. He asserted that Edward 
Snowden is a traitor who stole nearly two 
million documents, the vast majority of which 
have nothing to do with the activities of the 
NSA. He emphasized that Snowden is not a 
hero and called for the American people to 
understand the damage he has done. 
 
STRATCOM Commander Admiral Cecil 
Haney said that STRATCOM is responsible for 
nine mission areas critical to national security 
and strategic stability. He stated the most 
significant challenge to sustaining excellence 
remains balancing national priorities and fiscal 
realities given a diverse set of responsibilities 
that directly contribute to national security. He 
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said his main concern is that sequestration will 
continue to impact the human element and 
impact national security. He noted advances in 
military technology continue. He emphasized 
the importance of space and that the arena is 
becoming more congested, competitive, and 
congested. Haney said no region is immune 
from the threat of weapons of mass 
destruction. He stressed the priority of 
STRATCOM “is to provide a safe, secure, and 
effective nuclear deterrent force.” He said the 
plans are strategic and global in scope, 
requiring increased linkages and synergies. He 
noted the goal of sustaining a controlled 
nuclear force. He expressed support for 
Secretary of Defense Chuck Hagel’s effort to 
look into recent personnel problems and 
develop solutions. Haney reiterated that 
STRATCOM is engaged in a broad range of 
activities, which requires well-trained and 
devoted personnel. He said continued support 
for personnel would ensure the capability to 
find and defeat future threats.  
 
CYBERCOM Commander General Keith 
Alexander said that the cyber landscape is 
changing rapidly and policy and laws lag 
behind. He stressed the difficulty of protecting 
the nation and addressing the public’s fears of 
civil liberty violations. He distinguished 
exploitation, the intent to steal information or 
money from an attack, from an attempt to 
disrupt or destroy the network. He suggested 
the best solution to cyber-attacks is to form a 
defensible architecture like DOD’s Joint 
Information Environment (JIE), which is a 
secure cyber structure to improve mission 
effectiveness and security. Alexander said 
attacks are becoming more damaging, time-
consuming, and costly. He called for more 
work with allies to set up ground rules for 
deterrence. He expressed support for training 
programs and said one-third of the new 
personnel will be fully trained by the end of 

2014. Alexander said concerns about the NSA 
surveillance program need to be addressed to 
adequately educate the public on cyber threats.  
 
House Armed Services Committee 
Questions Experts on Rebalance To Asia-
Pacific  
 
Key Points:  

 Witnesses discussed the history and strategic 
challenges in the western Pacific 

 China’s recent actions are a focus 
 
On February 27, the House Armed Services 
Committee’s Seapower and Projections Forces 
Subcommittee held a hearing titled “Seapower 
and Projection Forces Capabilities to Support 
the Asia Pacific Rebalance.” Chairman J. Randy 
Forbes (R-VA) noted that the Subcommittee 
has “spent the last four months conducting a 
bipartisan Asia-Pacific security series to better 
understand our security posture in this critical 
area” and that the hearing would conclude 
formal efforts. He stated his hope that “this 
process will only be the start of a surge in the 
Committee’s focus and oversight of the shifting 
security dynamics in the Asia-Pacific region and 
what they’ll mean for our interests.” Forbes 
said that “we thought it would be valuable to 
hear a variety of alternative, independent 
perspectives on how the United States should 
fashion its regional military posture for the 
decade ahead.” He stated that “I believe the 
military modernization of the People’s 
Republic of China (PRC) over these last two 
decades now stands to challenge our traditional 
regional objectives” specifically “the PRC’s 
investment in ballistic missiles, cruise missiles, 
mines, submarines, fast attack ships, anti-
satellite capabilities and cyber warfare, among 
others, all appear focused on developing a 
counter-intervention strategy that can limit our 
military’s power projection forces.” Forbes said 
that “I worry that absent a calculated 
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adjustment by the Department of Defense, this 
modernization effort could undermine the 
military balance and call into question our 
alliance commitments.” 
 
Ranking Member Mike McIntyre (D-NC) “as 
we focus on the rebalance or pivot toward the 
Asia Pacific…I realize we’re really looking at an 
arc that is the Indo-Pacific concerns, as we 
look through what is occurring throughout the 
entire area.” He said that as the U.S. looks “at 
the economic usage through the Straits of 
Malacca and the 1.7 mile-wide stretch….we 
look at not only the economic trading, but also 
the energy trading and investment in what 
passes through that area, we realize how 
strategic it is and how important it is.” 
McIntyre stated that “we do have our concern 
about China’s action in the South and East 
China Seas, and the ramification that has for 
several of our allies in the region.”  
 
Former U.S. Pacific Fleet Commander Admiral 
Patrick Walsh stated that “[w]hen we think 
about some of the complexities of operating in 
that environment, in an area that continues to 
develop, we’re seeing the underpinnings of 
nationalism and the drive for resources, or 
resource- nationalism.” He said that “whether 
it’s the fight for fish or it’s the drive for 
hydrocarbons in the South China Sea, we are 
seeing the dilemma paradigm played out in the 
economic exclusion zones.” Walsh said that 
“counterparts are faced with the dilemma of 
whether or not they surveil and then enforce 
their economic exclusion zones, or run the risk 
of a direct confrontation by doing so with a 
nation like China.”  
 
U.S. Naval War College Jerome Levy Chair of 
Economic Geography and National Security 
Professor of Strategy Thomas Mahnken said 
that “I believe the United States has a set of 
enduring interests in the Asia-Pacific region, 

interests that date back in some cases a half 
century, in other cases much longer than that. 
And those interests are really four:” 

 First, protecting American lives and 
territory. The most solemn 
responsibility of any government. 

 Second, helping to defend our allies in 
the region, our treaty allies in particular. 
Treaties, which bear the force of law in 
the United States. 

 Third, as Admiral Walsh has already 
alluded to, ensuring the free passage of 
goods and services across the global 
commons, something that has 
benefited America tremendously, but 
also benefited the world. 

 And then, finally, ensuring a favorable 
balance of power on the Eurasian 
continent. Something that we don't talk 
much about, but I think has been 
crucially important to us in the past.” 

 
Upcoming Hearings and Events 
March 4 
Northeast Asia: The Senate Foreign Relations 
Committee will hold hearing entitled 
“Strengthening U.S. Alliances in Northeast 
Asia.” 
 
PACOM/STRATCOM: The House Armed 
Services Committee will hold a hearing entitled 
“The Posture of the U.S. Pacific Command and 
U.S. Strategic Command.” 
 
U.S. Alliances In Northeast Asia: The Senate 
Foreign Relations Committee’s East Asian and 
Pacific Affairs Subcommittee will hold a 
hearing titled “Strengthening U.S. Alliances In 
Northeast Asia.” 
 
March5 
FY 2015 DOD Budget Request: The Senate 
Armed Services Committee will hold a hearing 
“[t]o receive testimony in review of the 
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Defense Authorization Request for Fiscal Year 
2015 and the Future Years Defense Program.”  
 
FY 2015 Nuclear Forces Budget Request: 
The Senate Armed Services Committee’s 
Strategic Forces Subcommittee will hold a 
hearing “[t]o receive testimony on nuclear 
forces and policies in review of the Defense 
Authorization Request for Fiscal Year 2015 and 
the Future Years Defense Program.”  
 
CENTCOM/AFRICOM: The House Armed 
Services Committee will hold a hearing entitled 
“The Fiscal Year 2015 National Defense 
Authorization Budget Requests from the U.S. 
Central Command and U.S. Africa Command.” 
 
FY 2015 DOD Budget Request: The House 
Armed Services Committee will hold a hearing 
entitled “The Fiscal Year 2015 National 
Defense Authorization Budget Request from 
the Department of Defense.” 
 
National Security Space Programs: The 
Senate Appropriations Committee’s Defense 
Subcommittee will hold a hearing titled 
“National Security Space Launch Programs.”  
 
March 6 
CENTCOM/AFRICOM: The Senate Armed 
Services Committee will hold a hearing on the 
U.S. Central Command and U.S. Africa 
Command “in review of the Defense 
Authorization Request for Fiscal Year 2015 and 
the Future Years Defense Program.” 
 
Syria: The Senate Foreign Relations 
Committee will hold a hearing titled “Syria 
Spillover: The Growing Threat of Terrorism 
and Sectarianism in the Middle East.” 
 
March 11 
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.”  
 

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 

 
Tax Reform Proposal Includes Key 
Healthcare Changes 
 
Key Points: 

 Would repeal the ACA excise tax on medical 
devices and an ACA provision that prohibits 
the use of HSAs to purchase OTC drugs 

 Eliminates deduction for medical expenses and 
existing tax credit for orphan drugs 

 
This week, House Ways and Means Committee 
Chairman Dave Camp (R-MI) released the 
“Tax Reform Act of 2014,” draft legislation 
that includes several changes to major 
healthcare provisions in the Affordable Care 
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Act (ACA) along with several other tax policy 
changes that would impact the health sector. 
Notably, the discussion draft would 
permanently repeal the ACA’s 2.3 percent 
excise tax on medical devices, a change that 
opponents of the law and some House and 
Senate Democrats have previously embraced. 
The repeal of the tax is estimated to cost nearly 
$30 billion over the next ten years. House 
legislation to repeal the medical device tax was 
introduced in 2013 by Representative Erik 
Paulsen (R-MN), and currently has 270 co-
sponsors. Last year, the Senate voted 79-20 to 
adopt an amendment to the non-binding 
budget resolution that would repeal the tax.  
 
The draft plan would also eliminate an ACA 
provision (Section 9003) that prohibits the use 
of tax-advantaged health accounts to pay for 
over-the-counter (OTC) medications. It would 
reinstate the previous treatment of OTC drugs 
as a qualified medical expense. The section-by-
section summary that accompanied the release 
of the discussion draft suggested that OTC 
medicines are often “less expensive treatment 
options,” and concluded that the repeal of 
Section 9003 could result in an overall 
reduction in health spending. However, the 
Joint Committee on Taxation (JCT) estimated 
that this change would cost $3.3 billion.  
 
The plan eliminates numerous deductions that 
can be claimed by taxpayers, including the 
repeal of the itemized deduction for medical 
expenses. JCT did not provide a separate score 
for the repeal of the deduction for medical 
expenses, but estimated that this change 
combined with 9 other modifications to current 
deductions and exclusions would increase 
revenues by more than $850 billion over the 
next ten years.  
 
The Tax Reform Act of 2014 would also repeal 
the tax credit for orphan drugs, which JCT 

estimates will raise revenues by $9.1 billion 
over the next ten years. Present law allows 
taxpayers to claim a credit equal to 50 percent 
of qualified expenses incurred when testing 
drugs to treat rare diseases.  
 
House Panel Holds Hearing on CMS 
Proposed Part D Rule 
 
Key Points: 

 Members dispute legal grounds for CMS 
action 

 Several key Republicans urge CMS to rescind 
proposed rule; Democrats raise concerns but 
also highlight potential benefits 

 CMS defends rule; says it addresses 
“vulnerabilities” in the Part D program 

 
On February 26, the House Energy and 
Commerce Committee’s Health Subcommittee 
held a hearing on the Centers for Medicare and 
Medicaid Services (CMS) proposed rule issued 
in January that makes changes to the Medicare 
Part D program, such as establishing new 
criteria for identifying protected classes of 
drugs, changing the regulatory definition of 
negotiated prices, and changing plan choices 
for beneficiaries. CMS reports that the 
proposed rule, if finalized, would save $1.3 
billion over years 2015-2019.   
 
At the hearing, many Committee Members 
focused their statements and questions on the 
legality of the proposed rule, asking whether 
CMS is violating the non-interference provision 
for Part D included in the Medicare 
Modernization Act (MMA). Health 
Subcommittee Chairman Joe Pitts (R-PA) said 
that the CMS proposed rule threatens to 
“dismantle the very features of the program” 
that are responsible for its popularity and 
success.  He reported that CMS has interpreted 
the non-interference clause in the statute to 
mean that it can interfere with negotiations 

http://www.williamsandjensen.com/
http://waysandmeans.house.gov/uploadedfiles/ways_and_means_section_by_section_summary_final_022614.pdf
http://www.gpo.gov/fdsys/pkg/FR-2014-01-10/pdf/2013-31497.pdf


Williams & Jensen – Washington Update February 28, 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 24 of 32 

between plans and pharmacies, going directly 
against the rule that Congress expressly created 
to prevent CMS from interfering in these 
negotiations.  
 
Meanwhile, Health Subcommittee Ranking 
Member Frank Pallone (D-NJ) expressed 
support for a thorough examination of the 
CMS proposed rule change including the 
potential impact on the program and 
beneficiaries. He said that he opposed the 
outright withdrawal of the rule because it 
contains positive provisions such as enhanced 
transparency and fraud and abuse provisions. 
He referenced the proposed changes regarding 
protected drug classes, and expressed concern 
that the benefits of adjusting protected classes 
will not outweigh the potential risk of these 
changes, particularly among vulnerable 
populations.   
 
CMS Principal Deputy Administrator Jonathan 
Blum called Part D a successful program but 
said that its vulnerabilities must be addressed. 
He testified that many Part D sponsors have 
“significant compliance issues” and said there is 
“weak data” that preferred pharmacy networks 
(PPNs) are always a source of savings. Blum 
said that CMS is “very sensitive” to concerns 
from patient and provider groups regarding 
protected drug classes, and pledged that CMS 
will carefully listen and review input from all 
stakeholders.  
 
Last week, a coalition of over 200 organizations 
that included patient advocacy groups, 
pharmaceutical companies, hospitals, health 
insurance companies, and other entities wrote a 
letter urging CMS to withdraw the proposed 
rule. Republicans and Democrats on the Senate 
Finance Committee and other Congressional 
stakeholders have also written letters to CMS 
asking them to retain the six protected classes 
under Part D. CMS is accepting public 

comments on the proposed rule through 
March 7.  
 
Upcoming Hearings and Events 
 
March 3 
FDA Generic Drug Labeling: The Health 
Subcommittee of House Energy and 
Commerce Committee will hold a hearing titled 
“Examining Concerns Regarding FDA's 
Proposed Changes to Generic Drug Labeling.” 
 
March 4 
Medicare Fraud Protection: The Health 
Subcommittee of House Energy and 
Commerce Committee will hold a hearing titled 
“Keeping the Promise: How Better Managing 
Medicare Can Protect Seniors' Benefits and 
Save Them Money.” 
 
March 6 
Health Care Law and the Self-Employed: 
The Contracting and Workforce Subcommittee 
of House Small Business Committee will hold a 
hearing on the health care law and its impact 
on the self-employed. 
 

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 and Camp Suggest One-Time 
Fixes To Highway Trust Fund 
 
Key Points: 

 Obama Administration will again propose a 
full surface transportation reauthorization as 
part of its budget request 

 Bothe the White House and Camp rely on 
reforming the Tax Code to infuse the Highway 
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Trust Fund, which is set to be solvent this 
summer 

 
On February 26, both the President and the 
Chairman of the House Ways and Means 
Committee released proposals that would 
bridge projected revenue shortfalls in Highway 
Trust Fund (HTF), which the Congressional 
Budget Office (CBO) has projected could be 
insolvent as early as summer 2014. However, 
neither of the funding proposals would address 
the structural problems with the HTF, namely 
declining revenue from fuel taxes due to 
increasing fuel efficiency standards for vehicles 
and diminished purchasing power as inflation 
continues to erode the 18.4 cent per gallon 
gasoline tax and 24.4 cent per gallon diesel tax, 
both of which were last raised in 1993. Both of 
these proposals are one-time infusions of 
funding that would be realized through reform 
of the Tax Code governing corporate taxation. 
Additionally, the President’s proposal is a 
preview of a more detailed package that will be 
part of his FY 2015 budget request and would 
dramatically increase funding for a range of 
programs.   
 
Vision for 21st Century Transportation 
Infrastructure 
President Barack Obama unveiled the broad 
strokes of the Administration’s proposal for a 
four-year $302 billion surface transportation 
reauthorization. However, the Administration’s 
proposal “will be described in his FY 2015 
Budget” set to be submitted in two parts during 
the first two weeks of March. This tracks with 
past Obama Administration budget requests 
that have included proposed surface 
transportation reauthorizations; yet, Congress 
did not take up any of those proposals. Instead 
the “Moving Ahead for Progress in the 21st 
Century Act” (MAP-21) (P.L. 112-141), the 
current authorization, was crafted largely in the 
Senate and modified in conference committee 

with the House. Notably, the Administration is 
re-proposing its “Fix-it-First” program, which 
was a featured piece of the 2013 State of the 
Union Address and FY 2014 budget request.  
 
Nonetheless, the White House explained that 
“[t]he President’s [FY 2015] Budget will outline 
his proposal to dedicate $150 billion in one-
time transition revenue from pro-growth 
business tax reform to address the funding 
crisis facing our surface transportation 
programs and increase infrastructure 
investment.” The Administration claimed that 
“[t]his amount is sufficient to not only fill the 
current funding gap in the HTF, but increase 
surface transportation investment over current 
projected levels by nearly $90 billion over the 
next four years.” The Administration claimed 
that “[w]hen taking into account existing 
funding for surface transportation, this plan 
will result in a total of $302 billion being 
invested over four years putting people back to 
work modernizing our transportation 
infrastructure.” The White House added that 
the President is however “open to all ideas for 
how to achieve this important objective, and 
will work closely with Members of Congress of 
both parties on a solution that will invest in 
more job creating transportation projects.” The 
Administration stated that “[t]he President is 
also looking forward to working with Congress 
on bipartisan ideas to attract more private 
investment, such as a national infrastructure 
bank or the recent infrastructure financing 
authority proposal from Senators Warner and 
Blunt” (i.e. the “BRIDGE Act” (S. 1716.)) 
 
The White House did not provide much detail 
on the “one-time transition revenue from pro-
growth business tax reform” that would 
generate $150 billion, $63 billion of which 
would be dedicated to shoring up the HTF 
over the next four fiscal years. Earlier this 
month, CBO projected a $61 billion shortfall in 
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HTF revenues over this period. The balance of 
the $150 billion, roughly $90 billion, would be 
dedicated to increasing funding for a range of 
transportation programs including a “nearly 70 
percent” annual increase in transit funding, a 
$19 billion fund for rail programs, a 22% 
increase in highway programs, and $9 billion 
for competitive grant programs including $5 
billion for TIGER grants over four years.   
 
According to a White House fact sheet, 
Obama’s surface transportation reauthorization 
would provide: 

 $206 billion to invest in our nation’s 
highway system and road safety. The 
proposal will increase the amount of 
highway funds by 22 percent annually, 
for a total of about $199 billion over 
the four years.  

 $72 billion to invest in transit systems 
and expand transportation options. The 
proposal increases average transit 
spending by nearly 70 percent annually, 
for a total program of $72 billion over 
four years.  

 $19 billion in dedicated funding for rail 
programs. The proposal also includes 
nearly $5 of billion annually for high 
performance and passenger rail 
programs with a focus on improving 
the connections between key regional 
city pairs and high traffic corridors 
throughout the country.  

 $9 billion in competitive funding to 
spur innovation. The proposal will 
make permanent and provide $5 billion 
over four years, an increase of more 
than 100 percent, for the highly 
successfully TIGER competitive grant 
program and propose $4 billion of 
competitively awarded funding over 
four years to incentivize innovation and 
local policy reforms to encourage better 
performance, productivity, and cost-

effectiveness in our transportation 
systems.  

 More than $2.6 billion and policy 
reforms to support the creation of 
ladders of opportunity. The proposal 
will include policy reforms to enhance 
existing highway and transit programs 
that help to create ladders of 
opportunity.  

 $4 billion to attract private investment 
in transportation infrastructure. The 
proposal calls for continued funding of 
$1 billion in annual credit subsidy for 
the successful TIFIA loan program 
that, similar to other Administration 
proposals such as capitalizing a 
National Infrastructure Bank, creating 
American Fast Forward bonds, or 
enacting Foreign Investment in Real 
Property Tax Act (FIRPTA) reforms, 
will facilitate increased private 
investment in transportation 
infrastructure while protecting taxpayer 
interests. 

 Prioritizing “Fix-it-First” investments. 
The proposal will include policies and 
reforms to prioritize investments for 
much needed repairs and to improve 
the safety of highways and bridges, 
subways and bus services, with 
particular attention to improving roads 
and bridges in rural and tribal areas.   

 
Tax Reform Act of 2014 
House Ways and Means Committee Chairman 
Dave Camp (R-MI) released the “Tax Reform 
Act of 2014,” a broad comprehensive tax 
reform bill. However, the provision of 
importance for surface transportation programs 
would provide a new source of funding for the 
HTF. Camp’s bill would change the treatment 
of deferred foreign income, mostly from 
multinational corporations, which is projected 
to provide revenues of $126.5 billion through 
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2021 for the HTF. As explained in a committee 
summary, “[c]onsistent with the current 
allocation of fuel excise tax revenues between 
the Highway Account and the Mass Transit 
Account in the HTF, 80 percent of the 
revenues raised by this provision would be 
allocated to the Highway Account, and 20 
percent of the revenues would be allocated to 
the Mass Transit Account.” It should be noted 
that the CBO’s February 2014 baseline 
projections of the HTF shortfall between FY 
2015 and FY 2021 is $113 billion.    
 
Surface Transportation Reauthorization 
Roundtable 
 
Key Points: 

 Members and witnesses discussed potential 
funding options and policy reforms that could 
be included in a surface transportation 
reauthorization 

 
On February 26, the House Transportation and 
Infrastructure Committee’s Highways and 
Transit Subcommittee held a roundtable 
entitled “Surface Transportation 
Reauthorization Roundtable.”  The roundtable 
discussed the funding issues facing 
transportation and infrastructure programs 
with many of the witnesses agreeing that an 
increased fuel tax needs to be part of any plan.   
 
Chairman Bill Shuster (R-PA) stated that 
innovation and technology can lead to greater 
efficiency, citing the examples of driverless 
vehicles and collision avoidance systems. He 
asked how an authorization bill lasting six years 
could incorporate plans for intelligent 
transportation systems. Retail Industry Leaders 
Association Governmental Affairs Senior Vice 
President Bill Hughes stated that the retail 
industry has been an early adopter of smart 
technology and expressed his support for its 
adoption. American Trucking Associations 

Director of Highway Operations Darrin Roth 
responded that although they could be 
expensive, truck manufacturers are making 
significant investments in improving safety. 
National Steel Bridge Alliance Chairman 
Emeritus Pat Loftus said that states are looking 
at the long-term life of large projects like 
bridges and are considering issues like 
corrosion. He said that technological 
advancements are increasing the lifespan of 
new bridges and emphasized the importance of 
upfront planning and design.  
 
Representative Peter DeFazio (D-OR) noted 
that some states have begun looking at life-
cycle analysis when making large infrastructure 
decisions. He noted that he had examined 
policies in which programs that design projects 
for the longer term (e.g. 100 year lifespan) 
would receive greater funding. He asked the 
panel what was being done to encourage long 
term investment. Transportation for America 
Campaign Director James Corless responded 
that the U.S. does do enough at the federal 
level to promote long-term investment. U.S. 
Chamber of Commerce Transportation 
Infrastructure Director Janet Kavinoky stated 
that it is hard to plan when there is uncertainty 
about funding. She said “it is difficult to take a 
long-term view when there is immediate 
maintenance needed.” AFL-CIO 
Transportation Trades Department President 
Edward Wytkind asserted that many transit 
problems could be traced to federal 
policymakers not factoring in long-term system 
needs. Shuster interjected that states’ needs 
vary and that Congress need to be careful not 
to prescribe policies at the federal level that will 
take away from other investments.    
 
Representative Bob Gibbs (R-OH) asked 
National Association of Manufacturers Policy 
and Government Relations Senior Vice 
President Aric Newhouse what manufacturers 
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identified as the biggest bottlenecks in the 
transportation system. Newhouse said that the 
biggest bottlenecks for manufacturers vary. He 
listed ports, inland waterways, surface 
highways, and the air transport system as 
examples. Representative Corrine Brown (D- 
FL) asked the panel to discuss new fuel tax 
policies being implemented at the state level to 
fund transportation. Wytkind stated that states 
are passing transportation measures, including 
new fuel taxes, and that this should be “a signal 
to Washington.” Corless noted that 10 out of 
24 states succeeded in passing revenue 
legislation last year. He said that only one of 
these bills was a tradition fuel tax. 
 
Rail Safety Oversight Hearing 
 
Key Points: 

 The hearing focused on issues related to freight 
and passenger rail safety, including PTC and 
recent freight and commuter train derailments 

 
On February 26, the House Transportation and 
Infrastructure Committee’s Railroads, 
Pipelines, and Hazardous Materials 
Subcommittee held a hearing titled “Oversight 
of Passenger and Freight Rail Safety.”  The 
Subcommittee discussed procedures currently 
underway for improving railroad safety and 
possible steps that could help improve prevent 
and mitigate future rail accidents. Chairman 
Jeff Denham (R-CA) stated the Federal 
Railroad Administration (FRA) and the 
Pipeline and Hazardous Materials Safety 
Administration (PHMSA) work together to 
ensure hazardous materials are transported 
safely by rail. He noted that 2012 was the safest 
year on record for rail travel, and 2013 will 
match or exceed that. He emphasized that 
every necessary step should be taken to prevent 
derailment accidents but cautioned that 
Congress cannot rush to judgment and should 

find solutions that are data-driven and “make 
sense.”   
 
Representative Tim Walz (D-MN) expressed 
concern that when catastrophic rail incidents 
occur, local communities and their fire services 
and emergency responders do not have the 
resources to handle such situations. He asked 
how communities can better prepare to 
respond to potential derailments. PHMSA 
Administrator Cynthia Quarterman said that 
PHMSA has had meetings with different 
emergency response stakeholders and is in the 
process of evaluating different emergency 
plans. She said DOT is preparing to open grant 
funding to pay for additional supplies. National 
Transportation Safety Board Member Robert 
Sumwalt recommended that rail operators be 
required to have equipment for responding to 
accidents.  
 
Representative Roger Williams (R-TX) asked 
how Federal Communications Commission 
(FCC) regulations are preventing PTC 
implementation. Association of American 
Railroads President and Chief Executive 
Officer Edward Hamberger responded that the 
PTC system requires the installation of wooden 
communication poles, but the FCC has 
instructed railroad operators to stop installing 
the poles because they could potentially violate 
the National Historic Preservation Act. He 
insisted that the railroad companies do have the 
rights to the land, and that FCC’s insistence 
that operators prove the land is not historically 
or culturally relevant is in contrast to how the 
law has been implemented in the past.   
 
Ranking Member Corinne Brown (D-FL) 
stated that the Committee will work to address 
the issue of the pole deployment for PTC. She 
asked how the process can be examined and 
improved. FRA Administrator Joseph Szabo 
argued that the entire process needs to be 
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reexamined with respect to safety concerns, 
saying that working towards prevention is as 
important as dealing with rail accidents after 
they occur. He noted that FRA has not 
received all of funding for the 200 additional 
employees promised to the agency under the 
“Rail Safety Improvement Act.” Denham asked 
if any of the Class One rail lines will reach full 
PTC deployment before the deadline. Szabo 
replied that there is no line that will be ready 
for full deployment. He said deployment has 
been limited by technological and financial 
constraints. He observed that many lines will 
have partial deployment by 2015, 
recommending that the operators have the 
ability to use the partial PTC system while 
continuing to work towards full 
implementation. 
 
Upcoming Hearings and Events 
 
March 4 
The House Transportation & Infrastructure 
Committee will hold a hearing entitled 
“Maritime Transportation Regulations: Impacts 
on Safety, Security, Jobs and the Environment, 
Part II.”  
 
March 5 
Transit Projects: The House Transportation 
& Infrastructure Committee will hold a hearing 
entitled “Overview of Public-Private 
Partnerships for Highway and Transit 
Projects.” 
 
March 6 
MAP-21: The Senate Banking Committee will 
hold a hearing entitled “MAP-21 
Reauthorization: The Federal Role and Current 
Challenges to Public Transportation.” 
 
Rail Safety: The Senate Commerce, Science, 
and Transportation Committee will hold a 
hearing entitled “Enhancing our Rail Safety: 

Current Challenges for Passenger and Freight 
Rail.” 
 
For more information on transportation issues you may 
email or call Michael Kans at 202-659-8201. Luc 
Rogers and Greg Frink contributed to this report.  
 
TECHNOLOGY 
 
House Passes FITARA 
 
Key Points: 

 House again passes bill to reform how federal 
government buys information technology 

 
On February 25, the House passed for the 
second time this Congress a bill that would 
fundamentally alter much of the federal 
government’s information technology (IT) 
practices. By voice vote on the suspension 
calendar, the House passed the “Federal 
Information Technology Acquisition Reform 
Act” (FITARA) (H.R. 1232), a bill sponsored 
by House Oversight and Government Reform 
Committee Chairman Darrell Issa (R-CA) and 
Representative Gerry Connolly (D-VA.) Last 
June, the House adopted FITARA as an 
amendment to the “National Defense 
Authorization Act for Fiscal Year 2014” (H.R. 
1960), but those provisions were stripped out 
of the final FY 2014 National Defense 
Authorization Act. Senator Jeanne Shaheen (D-
NH) has announced her intention to offer an 
amendment identical to FITARA during floor 
consideration of the Senate’s FY 2014 NDAA. 
However, she never had the opportunity as 
consideration of that bill was not completed 
because of issues over amendments and floor 
time at the end of the year.  
 
During debate, Issa stated that “FITARA, is a 
slightly modified version of the [bill] that left 
committee…[and] changed only with my 
cosponsor’s concurrence in order to make it 
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more likely to easily pass both bodies.” He 
claimed that the new version is “substantially 
the same bill, as amended, as the full House 
voted last year to incorporate in the House 
version of the defense authorization bill.” Issa 
stated that “[t]here are systematic problems in 
the way that we procure IT, including the 
nature of the history of individuals at all levels 
thinking they can buy something, and often 
they can, but too often our committee sees and 
reviews billion-dollar writeoffs of IT programs 
in which you cannot find out who was in 
charge, in which you cannot find out how they 
went on so long, and the hardest thing to find 
out is why they don’t work at the end of $1 
billion worth of ‘in and out’ of house 
production.” He said that “[i]ndeed, industry 
experts estimate that as much as 25 percent of 
the over $80 billion annual expenditure is 
mismanaged or is attributable to duplicative 
investments or simply doesn’t come to be 
used.”  
 
Issa explained that “[s]o, although the 
American people can certainly see the launch of 
healthcare.gov as a poster child for not done 
on time, not, perhaps, done on a budget that 
we would be proud of and certainly something 
for which you could not find the responsible 
parties, even when you called them before your 
committee, let us make this clear: this bill is not 
about one failure.” He asserted that “[i]t is 
about a governmentwide, longstanding failure 
that predates this Administration.”  
 
Issa explained how the bill would work thusly:  

Among the things that FITARA will do 
is to create a clear line of responsibility, 
authority, and accountability over IT 
investment and management decisions 
by empowering agency CIOs; creating 
an operational framework to 
dramatically enhance the government's 
ability to procure commonly used IT 

faster, cheaper, and smarter; and 
strengthening the IT acquisition 
workforce. I want to reiterate this, that 
this is the Federal IT acquisition force. 
There can be no better investment than 
to make sure the people whom you 
trust the most for procuring IT, both 
from a standpoint of functionality and 
security, be a well-trained workforce, 
which is part of what we want to make 
sure we have. FITARA accelerates and 
consolidates and optimizes the 
organization of government’s 
proliferating data centers, something 
that my colleague from Virginia [i.e. 
Connolly] has worked on tirelessly. It 
increases the transparency of IT 
investment scorecards by requiring 80 
percent of governmentwide IT 
spending to be covered by public Web 
sites called ‘IT dashboards,’ and it 
ensures procurement decisions give due 
consideration to all technologies, 
including open source.  

 
The House Oversight and Government 
Reform Committee released a redline of the bill 
and a summary. 
 
GAO Sees Issues with the DOD and VA’s 
Plan to Develop Interoperable EHRs 
 
Key Points: 

 The GAO finds that the DOD and VA 
have not made case that their current plan will 
deliver interoperable electronic health records on 
budget and on time  

 
On February 27, the Government 
Accountability Office (GAO) released a report 
on Electronic Health Records (EHR) titled 
“VA and DOD Need to Support Cost and 
Schedule Claims, Develop Interoperability 
Plans, and Improve Collaboration,” which 
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found that the Departments of Veterans 
Affairs (VA) and Defense (DOD) “have not 
substantiated their claims that the current 
approach will be less expensive and more 
timely than the single-system approach.” The 
report had been requested by Senate Budget 
Committee Chairman Patty Murray (D-WA) 
and the Chairman and Ranking Member of the 
Senate Veterans’ Affairs Committee, Senators 
Bernie Sanders (I-VT) and Richard Burr (R-
NC.) 
 
The GAO noted that in February 2013 the VA 
and DOD “abandoned their plans to develop 
an integrated electronic health record (iEHR) 
system and are instead pursuing separate efforts 
to modernize or replace their existing systems 
in an attempt to create an interoperable 
electronic health record.” The GAO claimed 
that “[m]ajor investment decisions—including 
terminating or significantly restructuring an 
ongoing program—should be justified using 
analyses that compare the costs and schedules 
of alternative proposals…[y]et, the departments 
have not developed revised cost and schedule 
estimates for their new modernization efforts 
and any additional efforts needed to achieve 
interoperability between the new systems, and 
compared them with the relevant estimates for 
their former approach.”  
 
Among its recommendations, the GAO called 
on the VA and DOD to: 

 develop a cost and schedule estimate 
for their current approach, from the 
perspective of both departments, that 
includes the estimated cost and 
schedule of VA’s VistA Evolution 
program, DOD’s Healthcare 
Management System Modernization 
(DHMSM) program, and the 
Departments’ joint efforts to achieve 
interoperability between the two 
systems; then, compare the cost and 

schedule estimates of the departments’ 
current and previous (i.e., single-
system) approaches. 

 “develop a plan that, at a minimum, 
describes: 

o the clinical domains that the 
interoperable electronic health 
record will address;  

o a schedule for implementing the 
interoperable record at each VA 
and DOD location;  

o the estimated cost of each 
major component (i.e., VistA 
Evolution, DHMSM, etc.) and 
the total cost of the 
Departments’ interoperability 
efforts;  

o the organizations within VA 
and DOD that are involved in 
acquiring, developing, and 
implementing the record, as 
well as the roles and 
responsibilities of these 
organizations; major risks to the 
departments’ interoperability 
efforts and mitigation plans for 
those risks; and  

o the Departments’ approach to 
defining, measuring, tracking, 
and reporting progress toward 
achieving expected 
performance (i.e., benefits and 
results) of the interoperable 
record.”  

 
Upcoming Hearings and Events 
 
March 4 
Cybersecurity:  The House Committee on 
Science, Space, and Technology will host a 
hearing entitled “Can Technology Protect 
Americans from International Cybercriminals?” 
 
March 5 

http://www.williamsandjensen.com/
http://science.house.gov/hearing/subcommittee-oversight-and-subcommittee-research-and-technology-joint-hearing-can-technology
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Data Security: The House Financial Services 
Committee’s Financial Institutions and 
Consumer Credit Subcommittee will hold a 
hearing titled “Data Security: Examining 
Efforts to Protect Americans’ Financial 
Information.”  
 
For more information on technology issues you may 
email or call Michael Kans at 202-659-8201.  
 
This Week in Congress was written by Laura 
Simmons.  

http://www.williamsandjensen.com/
http://financialservices.house.gov/calendar/eventsingle.aspx?EventID=371096
mailto:mdkans@wms-jen.com
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